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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549
Form 10-Q

b QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended June 29, 2009
Commission File Number: 0-31285
TTM TECHNOLOGIES, INC.
(Exact name of registrant as specified in its charter)

DELAWARE 91-1033443
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

2630 South Harbor Boulevard, Santa Ana, California 92704
(Address of principal executive offices)
(714) 327-3000
(Registrant s telephone number, including area code)
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes
pNoo
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer p Non-accelerated filer o Smaller reporting
company o
(Do not check if a smaller
reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes o No b
Number of shares of common stock, $0.001 par value, of registrant outstanding at July 31, 2009: 43,128,269
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TTM TECHNOLOGIES, INC.
Consolidated Condensed Balance Sheets
As of June 29, 2009 and December 31, 2008

ASSETS
Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net of allowances of $5,593 in 2009 and $4,911 in 2008
Inventories
Prepaid expenses and other current assets
Income taxes receivable
Assets held for sale
Deferred income taxes

Total current assets

Property, plant and equipment, net of accumulated depreciation of $95,611 in
2009 and $100,911 in 2008

Debt issuance costs, net

Deferred income taxes

Goodwill

Definite-lived intangibles, net of accumulated amortization of $19,245 in 2009
and $17,773 in 2008

Deposits and other non-current assets

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:
Accounts payable
Accrued salaries, wages and benefits
Other accrued expenses

Total current liabilities

Convertible senior notes, net of discount
Other long-term liabilities

Total long-term liabilities

Commitments and contingencies (Note 9)
Stockholders equity:

Table of Contents

June 29, December 31,
2009 2008
(Unaudited)
(In thousands)
As Adjusted
(Note 2)

$ 187,939 $ 148,465

1,419 3,657
102,320 115,232
62,536 71,011
2,657 2,581
3,418 3,432
12,250 3,250
5,502 5,502
378,041 353,130
99,895 114,931
3,798 4,044
31,740 34,329
14,111 14,149
16,888 18,330
1,537 1,327

$ 546,010 $ 540,240

$ 41,851 $ 48,750

21,282 21,596
3,049 2,422
66,182 72,768
137,347 134,914
2,528 2,522
139,875 137,436
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Common stock, $0.001 par value; 100,000 shares authorized, 43,127 and 42,811

shares issued and outstanding in 2009 and 2008, respectively 43
Additional paid-in capital 212,002
Retained earnings 124,801
Accumulated other comprehensive income 3,107
Total stockholders equity 339,953

$ 546,010

See accompanying notes to consolidated condensed financial statements.

43
209,401
117,426

3,166

330,036

540,240
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TTM TECHNOLOGIES, INC.
Consolidated Condensed Statements of Operations
For the Quarter and Two Quarters Ended June 29, 2009 and June 30, 2008
(Unaudited)
(In thousands, except per share data)

Quarter Ended Two Quarters Ended
As Adjusted As Adjusted
(Note 2) (Note 2)
June 29, June 30, June 29, June 30,
2009 2008 2009 2008

Net sales $ 144,480 $ 172,975 $ 293477 $ 347,046
Cost of goods sold 117,421 136,384 242,149 272,718
Gross profit 27,059 36,591 51,328 74,328
Operating (income) expenses:
Selling and marketing 6,313 7,750 13,491 15,464
General and administrative 7,661 8,837 16,057 17,177
Amortization of definite-lived intangibles 860 950 1,720 1,897
Restructuring charges 48 2,508
Impairment of long-lived assets 343
Metal reclamation (3,700)
Total operating expenses 14,882 17,537 34,119 30,838
Operating income 12,177 19,054 17,209 43,490
Other income (expense):
Interest expense (2,762) (3,825) (5,477 (5,660)
Interest income 61 302 160 445
Other, net 147 (1,145) 39 (1,004)
Total other expense, net (2,554) (4,668) (5,278) (6,219)
Income before income taxes 9,623 14,386 11,931 37,271
Income tax provision (3,675) (5,274) (4,556) (13,787)
Net income $ 5,948 $ 9,112 $ 7,375 $ 23,484
Basic earnings per share $ 0.14 % 0.21 $ 017  §$ 0.55
Diluted earnings per share $ 0.14 % 0.21 $ 017  $ 0.55

See accompanying notes to consolidated condensed financial statements.
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TTM TECHNOLOGIES, INC.
Consolidated Condensed Statements of Cash Flows

For the Two Quarters Ended June 29, 2009 and June 30, 2008

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation of property, plant and equipment
Amortization of definite-lived intangible assets

Amortization of convertible notes debt discount and debt issuance costs

Non-cash interest imputed on other long-term liabilities

Income tax benefit from restricted stock units released and common stock options

exercised

Deferred income taxes

Stock-based compensation

Impairment of long-lived assets

Net loss on sale of property, plant and equipment
Changes in operating assets and liabilities:
Accounts receivable, net

Inventories

Prepaid expenses and other current assets
Income taxes receivable

Accounts payable

Accrued salaries, wages and benefits and other accrued expenses

Net cash provided by operating activities

Cash flows from investing activities:

Purchase of property, plant and equipment and equipment deposits
Proceeds from sale of property, plant and equipment

Purchase of licensing agreement

Proceeds from redemption of short-term investments

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from the issuance of convertible senior notes
Principal payments on long-term debt

Proceeds from exercise of common stock options
Payment of debt issuance costs

Proceeds from warrants

Payment of convertible note hedge

Table of Contents

Two Quarters Ended
As Adjusted
(Note 2)
June 29, June 30,
2009 2008
(Unaudited)
(In thousands)
7,375 $ 23,484
9,839 10,549
1,788 1,955
2,678 2,835
76 63
(210)
2,628 2,847
3,172 2,469
343
114 147
12,856 1,474
8,456 (12,199)
(76) (872)
(646) 1,704
(5,957) (4,105)
247 3,621
42,893 33,762
(5,967) (9,237)
591 136
(350)
2,238
(3,488) (9,101)
175,000
(85,000)
89 2,336
(5,751)
26,197
(38,257)

9
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Excess income tax benefit from restricted stock units released and common stock

options exercised 210
Net cash provided by financing activities 89 74,735
Effect of foreign currency exchange rates on cash and cash equivalents (20) 610
Net increase in cash and cash equivalents 39,474 100,006
Cash and cash equivalents at beginning of period 148,465 18,681
Cash and cash equivalents at end of period $ 187,939 $ 118,687
Supplemental cash flow information:

Cash paid for interest $ 2,845 $ 3,169
Cash paid for income taxes 2,613 8,944

Supplemental disclosures of non-cash investing and financing activities:
During the quarter ended June 29, 2009, the Company commenced the process of selling the buildings at its Redmond,
Washington production facility and as a result classified such assets to assets held for sale. See Note 7.
As of June 29, 2009 and June 30, 2008, accrued purchases of equipment totaled $571 and $1,131, respectively.
The Company recognized an unrealized loss on derivative instruments of $108, net of tax, for the two quarters ended
June 30, 2008.

See accompanying notes to consolidated condensed financial statements.
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TTM TECHNOLOGIES, INC.
Notes to Consolidated Condensed Financial Statements
(unaudited)
(Dollars and shares in thousands, except per share data)
(1) Nature of Operations and Basis of Presentation
TTM Technologies, Inc. (the Company or TTM) is a manufacturer of complex printed circuit boards (PCBs) used in
sophisticated electronic equipment and provides backplane and sub-system assembly services for both standard and
specialty products in defense and commercial operations. The Company sells to a variety of customers located both
within and outside of the United States of America. The Company s customers include both original equipment
manufacturers (OEMs) and electronic manufacturing services (EMS) companies. The Company s OEM customers
often direct a significant portion of their purchases through EMS companies.
The accompanying consolidated condensed financial statements have been prepared by the Company, without audit,
pursuant to the rules and regulations of the Securities and Exchange Commission. Certain information and disclosures
normally included in financial statements prepared in accordance with accounting principles generally accepted in the
United States of America have been condensed or omitted pursuant to such rules and regulations. These consolidated
condensed financial statements reflect all adjustments (consisting only of normal recurring adjustments) which, in the
opinion of management, are necessary to present fairly the financial position, the results of operations and cash flows
of the Company for the periods presented. It is suggested that these consolidated condensed financial statements be
read in conjunction with the consolidated financial statements and the notes thereto included in the Company s most
recent Annual Report on Form 10-K. The results of operations for the interim periods are not necessarily indicative of
the results to be expected for the full year. The preparation of financial statements in accordance with U.S. generally
accepted accounting principles requires management to make estimates and assumptions that affect the amounts
reported in the Company s consolidated condensed financial statements and accompanying notes. Actual results could
differ materially from those estimates. The Company uses a 13-week fiscal quarter accounting period with the first
quarter ending on the Monday closest to April 1 and the fourth quarter always ending on December 31. The second
quarters ended June 29, 2009 and June 30, 2008 each contained 91 days. The two quarters ended June 29, 2009 and
June 30, 2008 contained 180 and 182 days, respectively.
Certain reclassifications of prior year amounts have been made to conform to the current year presentation. Beginning
in the second quarter of 2009, the Company reports gains and losses from the sale or disposal of property, plant and
equipment as a component of general and administrative expenses in the consolidated condensed statements of
operations. Prior to the second quarter 2009, the gains and losses from the sale or disposal of property, plant and
equipment were included as a component of cost of goods sold.
(2) Change in Method of Accounting for Convertible Senior Notes
On January 1, 2009, the Company adopted the provisions of Financial Accounting Standards Board (FASB) Staff
Position APB 14-1, Accounting for Convertible Debt Instruments That May Be Settled in Cash upon Conversion
(Including Partial Cash Settlement), (FSP APB 14-1). FSP APB 14-1 specifies that issuers of convertible debt
instruments that may be settled in cash upon conversion (including partial cash settlement) should separately account
for the liability and equity components in a manner that will reflect the entity s nonconvertible debt borrowing rate
when interest cost is recognized in subsequent periods. Upon adoption, FSP APB 14-1 requires retrospective
application back to the issuance date of convertible debt, which for the Company was May 2008. The impact of the
retrospective application is summarized below:
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Notes to Consolidated Condensed Financial Statements

Balance Sheet

Debt issuance costs, net
Deferred income taxes

Deposits and other non-current assets

Total Assets

Other accrued expenses

Convertible senior notes, net of discount

Total Liabilities
Additional paid-in capital
Retained earnings

Total stockholders equity

Statements of Operations

Cost of goods sold
Interest expense
Income tax provision
Net income

Basic earnings per share
Diluted earnings per share

Table of Contents
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TTM TECHNOLOGIES, INC.

As
Originally
Reported
5,297
49,183
1,230
$ 556,250
2,385
175,000
250,253
183,721
119,067

305,997

$ 556,250

(Continued)
December 31, 2008
Adjusted as
a result of
Effect of the Adoption
Change of FSP APB 14-1
(in thousands)
(1,253) 4,044
(14,354) 34,329
97 1,327
$ 16,0100 $ 540,240
37 2,422
(40,086) 134,914
(40,049) 210,204
25,680 209,401
(1,641 117,426
24,039 330,036
$ 16,0100 $ 540,240

For the Two Quarters Ended June 30,

For the Quarter Ended June 30, 2008 2008
Adjusted as Adjusted as
As a result of As a result of
Originally Effect of the Adoption Originally  Effect of the Adoption
of FSP APB of FSP APB
Reported Change 14-1 Reported Change 14-1
(in thousands) (in thousands)
$ 136,383 $ 1 $ 136,384 $ 272,717 $ 1 $ 272,718
(3,288) (537) (3,825) (5,123) (537) (5,660)
(5,480) 206 (5,274) (13,993) 206 (13,787)
9,444 (332) 9,112 23,816 (332) 23,484
$ 022 $ (0.01) $ 0.21 $ 056 $ (0.01) $ 0.55
$ 022 $ (0.01) $ 0.21 $ 056 $ (0.01) $ 0.55
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Further, the implementation of FSP APB 14-1 increased interest expense by approximately $1,120 and $2,216, for the
quarter and two quarters ended June 29, 2009, respectively, decreased net income by $699 and $1,377, for the quarter
and two quarters ended June 29, 2009, respectively, and decreased basic and dilutive earnings per share by $0.02 and
$0.03 for the quarter and two quarters ended June 29, 2009, respectively.

(3) Short-Term Investments

Short-term investments are comprised of an investment in The Reserve Primary Fund (Primary Fund), a money
market fund that has suspended redemptions and is being liquidated. The Company records these investments as
trading securities in accordance with Statement of Financial Accounting Standards No. 115, Accounting for Certain
Investments in Debt and Equity Securities, (SFAS 115) and records them at fair market value.

The Company has requested redemption of its remaining investment in the Primary Fund and during the two quarters
ended June 29, 2009 received an additional distribution of funds in the amount of $2,238. The Company expects
continued distribution to occur as the Primary Fund s assets mature or are sold. The Company expects to receive
substantially all of its remaining holdings in the Primary Fund. The Company classified its investment in the Primary
Fund as a short-term investment on the Company s consolidated condensed balance sheet at June 29, 2009 and
December 31, 2008. At June 29, 2009 and December 31, 2008, the fair value of the Company s remaining investment
in the Primary Fund was $1,419 and $3,657, respectively. See Note 8.

Table of Contents 13
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TTM TECHNOLOGIES, INC.
Notes to Consolidated Condensed Financial Statements (Continued)
(4) Inventories
Inventories as of June 29, 2009 and December 31, 2008 consist of the following:

June 29, December 31,

2009 2008
(In thousands)
Raw materials $ 24,019 $ 25,998
Work-in-process 31,660 36,290
Finished goods 6,857 8,723

$ 62,536 $ 71,011

(5) Convertible Senior Notes

In May 2008, the Company issued 3.25% Convertible Senior Notes (Convertible Notes) due May 15, 2015, in a public
offering for an aggregate principal amount of $175,000. The Convertible Notes bear interest at a rate of 3.25% per
annum. Interest is payable semiannually in arrears on May 15 and November 15 of each year, beginning
November 15, 2008. The Convertible Notes are senior unsecured obligations and rank equally to the Company s future
unsecured senior indebtedness and senior in right of payment to any of the Company s future subordinated
indebtedness. The Convertible Notes are accounted for in accordance with FSP APB 14-1 by separately accounting
for the liability and equity components of convertible debt as described in Note 2.

The Company received proceeds of $169,249 after the deduction of offering expenses of $5,751 upon issuance of the
Convertible Notes. In accordance with FSP ABP 14-1, the Company allocated the Convertible Notes offering costs to
the liability and equity components in proportion to the allocation of proceeds and accounted for them as debt
issuance costs and equity issuance costs, respectively. At June 29, 2009 and December 31, 2008 the following
summarizes the liability and equity components of the Convertible Notes:

June 29, December 31,

2009 2008
(In thousands)

Liability components:
Convertible Notes $ 175,000 $ 175,000
Less: Convertible Notes unamortized discount (37,653) (40,086)
Convertible Notes, net of discount $ 137,347 $ 134,914
Equity components:
Additional paid-in capital:
Embedded conversion option  Convertible Notes $ 43,000 $ 43,000
Embedded conversion option Convertible Notes issuance costs (1,413) (1,413)

$ 41,587 $ 41,587

At June 29, 2009 and December 31, 2008, remaining unamortized debt issuance costs included in other non-current
assets were $3,798 and $4,044, respectively, and are being amortized to interest expense over the term of the
Convertible Notes. At June 29, 2009 the remaining amortization period for the unamortized Convertible Note discount
and debt issuance costs was 5.88 years.
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Additionally, the Company recognized total interest expense, before consideration of capitalized interest, on the
Convertible Notes in the amount of $2,775 and $1,356 for the quarters ended June 29, 2009 and June 30, 2008,
respectively and $5,522 and $1,356 for the two quarters ended June 29, 2009 and June 30, 2008, respectively. The
components of interest are as follows:

Quarter Ended Two Quarters Ended
June 29, June 30, June 29, June 30,
2009 2008 2009 2008
(In thousands)
Contractual coupon interest $ 1,422 $ 716 $ 2,844 $ 716
Amortization of Convertible Notes debt discount 1,229 581 2,433 581
Amortization of debt issuance costs 124 59 245 59

$ 2,775 $ 1,356 $ 5,522 $ 1,356

Table of Contents 15
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TTM TECHNOLOGIES, INC.

Notes to Consolidated Condensed Financial Statements (Continued)
Conversion
At any time prior to November 15, 2014, holders may convert their Convertible Notes into cash and, if applicable, into
shares of the Company s common stock based on a conversion rate of 62.6449 shares of the Company s common stock
per $1 principal amount of Convertible Notes, subject to adjustment, under the following circumstances: (1) during
any calendar quarter beginning after June 30, 2008 (and only during such calendar quarter), if the last reported sale
price of our common stock for at least 20 trading days during the 30 consecutive trading days ending on the last
trading day of the immediately preceding calendar quarter is greater than or equal to 130% of the applicable
conversion price on each applicable trading day of such preceding calendar quarter; (2) during the five business day
period after any 10 consecutive trading day period in which the trading price per note for each day of that 10
consecutive trading day period was less than 98% of the product of the last reported sale price of our common stock
and the conversion rate on such day; or (3) upon the occurrence of specified corporate transactions described in the
prospectus supplement. As of June 29, 2009, none of the conversion criteria had been met.
On or after November 15, 2014 until the close of business on the third scheduled trading day preceding the maturity
date, holders may convert their notes at any time, regardless of the foregoing circumstances. Upon conversion, for
each $1 principal amount of notes, the Company will pay cash for the lesser of the conversion value or $1 and shares
of our common stock, if any, based on a daily conversion value calculated on a proportionate basis for each day of the
60 trading day observation period. Additionally, in the event of a fundamental change as defined in the prospectus
supplement, or other conversion rate adjustments such as share splits or combinations, other distributions of shares,
cash or other assets to stockholders, including self-tender transactions (Other Conversion Rate Adjustments), the
conversion rate may be modified to adjust the number of shares per $1 principal amount of the notes.
The maximum number of shares issuable upon conversion, including the effect of a fundamental change and subject
to Other Conversion Rate Adjustments, would be 13,978.
Note Repurchase
The Company is not permitted to redeem the Convertible Notes at any time prior to maturity. In the event of a
fundamental change or certain default events, as defined in the prospectus supplement, holders may require the
Company to repurchase for cash all or a portion of their Convertible Notes at a price equal to 100% of the principal
amount, plus any accrued and unpaid interest.
Convertible Note Hedge and Warrant Transaction
In connection with the issuance of the Convertible Notes, the Company entered into a convertible note hedge and
warrant transaction (Call Spread Transaction), with respect to the Company s common stock. The convertible note
hedge, which cost an aggregate $38,257 and was recorded, net of tax, as a reduction of additional paid-in capital,
consists of the Company s option to purchase up to 10,963 common stock shares at a price of $15.96 per share. This
option expires on May 15, 2015 and can only be executed upon the conversion of the above mentioned Convertible
Notes. Additionally, the Company sold warrants to purchase 10,963 shares of the Company s common stock at a price
of $18.15. This warrant transaction expires on August 17, 2015. The proceeds from the sale of warrants of $26,197
was recorded as an addition to additional paid-in capital. The Call Spread Transaction has no effect on the terms of the
Convertible Notes and reduces potential dilution by effectively increasing the conversion price of the Convertible
Notes to $18.15 per share of the Company s common stock.
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TTM TECHNOLOGIES, INC.
Notes to Consolidated Condensed Financial Statements (Continued)
(6) Comprehensive Income
The components of accumulated other comprehensive income generally include foreign currency translation
adjustments and unrealized gains and losses on effective cash flow hedges. The computation of comprehensive
income was as follows:

Quarter Ended Two Quarters Ended
As Adjusted As Adjusted
(Note 2) (Note 2)
June 29, June 30, June 29, June 30,
2009 2008 2009 2008
(In thousands)
Net income $ 5,948 $ 9,112 $ 7,375 $ 23,484

Other comprehensive income (loss):

Foreign currency translation adjustments, net of a tax

(benefit) of ($11) and $298 for the quarters ended

June 29, 2009 and June 30, 2008, respectively, and net

of tax (benefit) of ($36) and $918 for the two quarters

ended June 29, 2009 and June 30, 2008, respectively (16) 513 (59) 1,563
Unrealized gain (loss) on effective cash flow hedges,

net of tax (benefit) of $214 and ($64) for the quarter

and two quarters ended June 30, 2008, respectively 363 (108)
Less: reclassification adjustment for losses realized in

net earnings net of tax of $442 for the quarter and two

quarters ended June 30, 2008 752 752
Net 1,115 644
Total other comprehensive (loss) income, net of tax (16) 1,628 (59) 2,207
Comprehensive income $ 5,932 $ 10,740  $ 7,316 $ 25,691

(7) Restructuring Charges and Impairment of Long-lived Assets

On January 15, 2009, the Company announced its plan to close its Redmond, Washington facility and lay off
approximately 370 employees at this site. In addition, the Company laid off about 140 employees at various other U.S.
facilities on January 15, 2009. The Company has recorded $48 and $2,508 in separation costs related to this
restructuring for the quarter and two quarters ended June 29, 2009. These separation charges have been classified as
restructuring charges in the consolidated condensed statement of operations. As of June 29, 2009 approximately 37
employees had yet to be separated. The Company expects the remaining employees to be separated and remaining
accrued restructuring costs to be utilized by the third quarter of 2009. Accrued restructuring costs are included as a
component of accrued salaries, wages and benefits in the consolidated condensed balance sheet.

The below table shows the utilization of the accrued restructuring costs during the two quarters ended June 29, 2009:

(In thousands)
Accrued at December 31, 2008 $
Estimated severance charges 2,508
Amount paid (2,309)
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Accrued at June 29, 2009 $ 199

During the two quarters of 2009, the Company recorded the further impairment of certain long-lived assets for its
Redmond, Washington facility in the amount of $343 as part of its closure. These charges are presented as impairment
of long-lived assets in the consolidated condensed statement of operations. Additionally during the quarter ended
June 29, 2009, the Company commenced the process of selling the buildings at this facility and therefore classified
$9,000, representing the lesser of carrying value or fair value less costs to sell, to assets held for sale, (Note 8). The
Redmond, Washington facility is part of the PCB Manufacturing segment.

(8) Fair Value Measures

Fair Value of Financial Instruments

During the second quarter of 2009, the Company implemented the provisions of FASB Staff Position No. 107-1 and
APB 28-1, Interim Disclosures about Fair Value of Financial Instruments, (FSP FAS 107-1 and APB 28-1). FSP FAS
107-1 and APB 28-1 amend FASB Statement No. 107, Disclosures about Fair Value of Financial Instruments and
APB Opinion No. 28, Interim Financial Reporting. FSP FAS 107-1 and APB 28-1 require disclosures about the fair
value of financial instruments for interim reporting periods of publicly traded companies as well as in annual financial
statements.

10
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TTM TECHNOLOGIES, INC.
Notes to Consolidated Condensed Financial Statements (Continued)
The carrying amount and estimated fair value of the Company s financial instruments at June 29, 2009 and
December 31, 2008 were as follows:

June 29, 2009 December 31, 2008
Carrying Fair Carrying Fair
Amount Value Amount Value
(In thousands)
Short-term investments $ 1,419 $ 1,419 $ 3,657 $ 3,657
Convertible senior notes 137,347 128,188 134,914 87,553
The fair value of the convertible senior notes was estimated based on quoted market prices at the end of the reporting

period.

Fair Value Measures

On January 1, 2008, the Company prospectively implemented the provisions of Statement of Financial Accounting
Standards No. 157, Fair Value Measures, (SFAS 157) for financial assets and financial liabilities reported or disclosed
at fair value. On January 1, 2009 the Company implemented the remaining provisions of SFAS 157 for non-financial
assets and non-financial liabilities, which did not have a material impact on the Company s consolidated financial
position.

SFAS 157 establishes the following hierarchy for categorizing inputs used to measure fair value:

Level I Quoted market prices in active markets for identical assets or liabilities;

Level 2  Significant other observable inputs (e.g. quoted prices for similar items in active markets, quoted prices for
identical or similar items in markets that are not active, inputs other than quoted prices that are observable such as
interest rate and yield curves, and market-corroborated inputs); and

Level 3 Unobservable inputs in which there is little or no market data, which require the reporting unit to develop its
own assumptions.

At June 29, 2009, the following financial asset was measured at fair value on a recurring basis using the type of inputs
shown:

June 29, Fair Value Measurements Using:
Level 1 Level 2 Level 3
2009 Inputs Inputs Inputs
(In thousands)
Short-term investments $ 1,419 $ 1,419

The Company values its short-term investments using some market data, specific management assumptions and other
relevant information generated by market transactions involving identical or similar comparable investments.

(In
Fair Value Measurement using Significant Unobservable Inputs (Level 3) thousands)
Beginning balance at December 31, 2008 $ 3,657
Transfers to level 3
Settlement (2,238)
Changes in fair value included in earnings
Ending balance at June 29, 2009 $ 1,419

The majority of the Company s non-financial instruments, which include goodwill, intangible assets, inventories and
property, plant and equipment, are not required to be carried at fair value on a recurring basis. However, if certain
triggering events occur (or at least annually for goodwill) such that a non-financial instrument is required to be
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evaluated for impairment, a resulting asset impairment would require that the non-financial instrument be recorded at
the lower of its historical cost or its fair value.

During the two quarters ended June 29, 2009, the Company reviewed for impairment the book value of the Redmond,
Washington production facility assets that may not be recoverable as a result of the facility s closure. The Company
evaluates regularly whether events and circumstances have occurred that indicate possible impairment and relies on a
number of factors, including operating results, business plans, economic projections, and anticipated future cash
flows. During the two quarters ended June 29, 2009, certain production facility assets were impaired by $343 and the
carrying value of such assets were reduced to their fair value. As the primary determination of fair value was
management s review of current auction rates of similar assets, the resulting fair value is considered a Level 2 input.
Additionally, assets held for sale, consisting of buildings at the Company s Dallas, Oregon and Redmond, Washington
facilities, are carried at the lesser of carrying value or fair value less costs to sell. Fair value is remeasured on a
periodic basis and is primarily determined using appraisals and comparable prices of similar assets, which are
considered to be Level 2 inputs.

11
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TTM TECHNOLOGIES, INC.

Notes to Consolidated Condensed Financial Statements (Continued)
(9) Commitments and Contingencies
Legal Matters
Prior to the Company s acquisition of Tyco Printed Circuit Group LP (PCG) in October 2006, PCG made legal
commitments to the U.S. Environmental Protection Agency (U.S. EPA) and the State of Connecticut regarding
settlement of enforcement actions against the PCG operations in Connecticut. On August 17, 2004, PCG was
sentenced for Clean Water Act violations and was ordered to pay a $6,000 fine and an additional $3,700 to fund
environmental projects designed to improve the environment for Connecticut residents. In September 2004, PCG
agreed to a stipulated judgment with the Connecticut Attorney General s office and the Connecticut Department of
Environmental Protection (DEP) under which PCG paid a $2,000 civil penalty and agreed to implement capital
improvements of $2,400 to reduce the volume of rinse water discharged from its manufacturing facilities in
Connecticut. The obligations to the U.S. EPA and Connecticut DEP include the fulfillment of a Compliance
Management Plan until July 1, 2009 and installation of rinse water recycling systems at the Stafford, Connecticut
facilities. As of June 29, 2009, one recycling system was completed and placed into operation, and approximately
$710 remains to be expended in the form of capital improvements to meet the second rinse water recycling system
requirement. The Company has assumed these legal commitments as part of its purchase of PCG. Failure to meet
either commitment could result in further costly enforcement actions, including exclusion from participation in federal
contracts.
The Company is subject to various other legal matters, which it considers normal for its business activities. While the
Company currently believes that the amount of any ultimate potential loss for known matters would not be material to
the Company s financial condition, the outcome of these actions is inherently difficult to predict. In the event of an
adverse outcome, the ultimate potential loss could have a material adverse effect on the Company s financial condition
or results of operations in a particular period. The Company has accrued amounts for its loss contingencies which are
probable and estimable at June 29, 2009 and December 31, 2008.
Environmental Matters
The process to manufacture PCBs requires adherence to city, county, state and federal environmental regulations
regarding the storage, use, handling and disposal of chemicals, solid wastes and other hazardous materials as well as
air quality standards. Management believes that its facilities comply in all material respects with environmental laws
and regulations. The Company has in the past received certain notices of violations and has been required to engage in
certain minor corrective activities. There can be no assurance that violations will not occur in the future.
The Company is involved in various stages of investigation and cleanup related to environmental remediation at
various production sites. The Company currently estimates that it will incur total remediation costs of $1,128 over the
next 12 to 84 months related to three Connecticut production sites and one Washington production site.
The Company is in various stages of investigation and cleanup related to environmental remediation matters for two
Connecticut sites and is investigating a third Connecticut site. The ultimate cost of site cleanup is difficult to predict
given the uncertainties regarding the extent of the required cleanup, the interpretation of applicable laws and
regulations, and alternative cleanup methods. The third Connecticut site is being investigated under Connecticut s
Land Transfer Act. The Company concluded that it was probable that it would incur remedial costs for these sites of
approximately $874 and $908 as of June 29, 2009 and December 31, 2008, respectively, the liability for which is
included in other long-term liabilities. This accrual was discounted at 8% per annum based on the Company s best
estimate of the liability, which the Company estimated as ranging from $839 to $1,274 on an undiscounted basis.
Additionally, the Company discovered copper contamination in the soil and groundwater at its Washington facility
that exceeded state and city standard levels. The Company engaged a consultant to investigate the underlying soil and
groundwater and determined that such contamination was limited. The contaminated soil was removed as of June 29,
2009. The Company is taking voluntary cleanup actions to remediate both the soil and groundwater and has a
remaining accrual of $254 for such remediation costs as of June 29, 2009.
The liabilities recorded do not take into account any claims for recoveries from insurance or third parties and none are
anticipated. These costs are mostly comprised of estimated consulting costs to evaluate potential remediation
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requirements, completion of the remediation, and monitoring of results achieved. As of June 29, 2009, the Company
anticipates paying these costs ratably over the next 12 to 84 months, which timeframes vary by site. Subject to the
imprecision in estimating future environmental remediation costs, the Company does not expect the outcome of the
environmental remediation matters, either individually or in the aggregate, to have a material adverse effect on its
financial position, results of operations, or cash flows.
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TTM TECHNOLOGIES, INC.

Notes to Consolidated Condensed Financial Statements (Continued)
Standby Letters of Credit
The Company maintains two letters of credit: a $1,000 standby letter of credit expiring February 28, 2010 related to
the lease of one of its production facilities and a $764 standby letter of credit expiring December 31, 2009 associated
with its insured workers compensation program.
(10) Earnings Per Share
The following is a reconciliation of the numerator and denominator used to calculate basic earnings per share and
diluted earnings per share for the quarter and two quarters ended June 29, 2009 and June 30, 2008:

Quarters Ended Two Quarters Ended
As Adjusted As Adjusted
(Note 2) (Note 2)
June 29, June 30, June 29, June 30,
2009 2008 2009 2008

(In thousands, except per share amounts)

Net income $ 5,948 $ 9,112 $ 7,375 $ 23,484
Weighted average shares outstanding 43,117 42.676 43,000 42,553
Dilutive effect of stock options and restricted

stock units 314 404 326 355
Diluted shares 43,431 43,080 43,326 42,908

Earnings per share:
Basic $ 0.14  $ 021  $ 017  §$ 0.55

Dilutive $ 0.14 $ 0.21 $ 0.17 $ 0.55

Stock options and restricted stock units to purchase 2,266 and 1,540 shares of common stock for the quarters ended
June 29, 2009 and June 30, 2008, respectively, and 2,389 and 2,006 shares of common stock for the two quarters
ended June 29, 2009 and June 30, 2008, respectively, were not considered in calculating diluted earnings per share
because the options exercise price or the total expected proceeds under the treasury stock method for stock options or
restricted stock units was greater than the average market price of common shares during the quarter and two quarters
ended and, therefore, the effect would be anti-dilutive.

Additionally, for the quarter and two quarters ended June 29, 2009, the effect of 10,963 shares of common stock
related to the Company s Convertible Notes and the effect of 21,926 warrants to purchase shares of the Company s
common stock were not included in the computation of dilutive earnings per share because the conversion price of the
Convertible Notes and the strike price of the warrants to purchase the Company s common stock were greater than the
average market price of common shares during the quarter and two quarters ended and, therefore, the effect would be
anti-dilutive.

In June 2008, the FASB issued FASB Staff Position EITF 03-6-1, Determining Whether Instruments Granted in
Share-Based Payment Transactions Are Participating Securities, (FSP EITF 03-6-1). FSP EITF 03-6-1 addresses
whether instruments granted in share-based payment transactions are participating securities prior to vesting and,
therefore, need to be included in the earnings allocation in computing earnings per share (EPS) under the two-class
method described in paragraphs 60 and 61 of FASB Statement No. 128, Earnings per Share. FSP EITF 03-6-1 is
effective for fiscal years beginning on or after December 15, 2008. All prior period EPS data presented after adoption
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is to be adjusted retrospectively to conform with the provisions of FSP EITF 03-6-1. Adoption of FSP EITF 03-6-1 on
January 1, 2009 had no impact on the Company s results of operations and financial position as the Company s
share-based payment awards are not considered participating securities.

13
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TTM TECHNOLOGIES, INC.
Notes to Consolidated Condensed Financial Statements (Continued)
(11) Stock-Based Compensation
For the quarters ended June 29, 2009 and June 30, 2008, the Company recorded $1,037 and $885, respectively, of
stock-based compensation expense, net of tax. For the two quarters ended June 29, 2009 and June 30, 2008, the
Company recorded $2,118 and $1,561 respectively, of stock-based compensation expense, net of tax. Stock-based
compensation expense is recognized in the accompanying consolidated condensed statements of operations as follows:

Quarter Ended Two Quarters Ended
June 29, June 30, June 29, June 30,
2009 2008 2009 2008
(In thousands)

Cost of goods sold $ 431 $ 390 $ 850 $ 623
Selling and marketing 135 118 280 191
General and administrative 999 970 2,042 1,655
Stock-based compensation expense recognized 1,565 1,478 3,172 2,469
Income tax benefit recognized (528) (593) (1,054) (908)
Total stock-based compensation expense after
income taxes $ 1,037 $ 885 $ 2,118 $ 1,561

The Company granted 28 stock option awards during the quarter ended June 29, 2009 with an estimated weighted
average fair value per share option of $4.34 and granted 55 and 110 stock option awards during the two quarters ended
June 29, 2009 and June 30, 2008, respectively, with an estimated weighted average fair value per share option of
$3.73 and $6.81, respectively. The Company did not grant any stock option awards during the quarter ended June 30,
2008. The fair value for stock options granted is calculated using the Black-Scholes option-pricing model on the date
of grant. For the quarter and two quarters ended June 29, 2009 and for the two quarters ended June 30, 2008 the
following assumptions were used in determining the fair value:

Quarter Ended Two Quarters Ended
June 29, June 29, June 30,
2009 2009 2008
Risk-free interest rate 2.3% 2.1% 2.9%
Dividend yield % % %
Expected volatility 61% 60% 69%
Expected term in months 66 66 66

The Company determines the expected term of its stock option awards separately for employees and directors based
on a periodic review of its historical stock option exercise experience. This calculation excludes pre-vesting forfeitures
and uses assumed future exercise patterns to account for option holders expected exercise and post-vesting termination
behavior for outstanding stock options over their remaining contractual terms. Expected volatility is calculated using
the Company s historical stock price to calculate expected volatility over the expected term of each grant. The risk-free
interest rate for the expected term of each option granted is based on the U.S. Treasury yield curve in effect at the time
of grant. As of June 29, 2009, $1,657 of total unrecognized compensation cost related to stock options is expected to
be recognized over a weighted-average period of 0.7 years.

Additionally, the Company granted 39 and 28 restricted stock units for the quarters ended June 29, 2009 and June 30,
2008, respectively, and 684 and 502 restricted stock units for the two quarters ended June 29, 2009 and June 30, 2008,
respectively. The units granted were estimated to have a weighted-average fair value per unit of $7.85 and $13.98 for
the quarters ended June 29, 2009 and June 30, 2008, respectively, and $4.54 and $11.46 for the two quarters ended
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June 29, 2009 and June 30, 2008, respectively. The fair value for restricted stock units granted during the period is
based on the closing share price on the date of grant. As of June 29, 2009, $6,545 of total unrecognized compensation
cost related to restricted stock units is expected to be recognized over a weighted-average period of 0.9 years.

(12) Concentration of Credit Risk

In the normal course of business, the Company extends credit to its customers, which are concentrated primarily in the
computer and electronics instrumentation and aerospace/defense industries, and some of which are located outside the
United States. The Company performs ongoing credit evaluations of customers and does not require collateral. The
Company also considers the credit risk profile of the entity from which the receivable is due in further evaluating
collection risk.

14
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TTM TECHNOLOGIES, INC.

Notes to Consolidated Condensed Financial Statements (Continued)
As of June 29, 2009 and December 31, 2008, the Company s 10 largest customers in the aggregate accounted for 56%
and 58%, respectively, of total accounts receivable. If one or more of the Company s significant customers were to
become insolvent or were otherwise unable to pay for the manufacturing services provided, it would have a material
adverse effect on the Company s financial condition and results of operations.
(13) Segment Information
The operating segments reported below are the Company s segments for which separate financial information is
available and upon which operating results are evaluated by the chief operating decision maker on a timely basis to
assess performance and to allocate resources. The Company has two reportable segments: PCB Manufacturing and
Backplane Assembly. These reportable segments are each managed separately as they distribute and manufacture
distinct products with different production processes. Each reportable segment operates predominately in the same
industry with production facilities that produce similar customized products for its customers and use similar means of
product distribution. PCB Manufacturing fabricates printed circuit boards, and Backplane Assembly is a contract
manufacturing business that specializes in assembling backplanes and sub-system assemblies.
The Company evaluates segment performance based on operating segment income, which is operating income before
amortization of intangibles. Interest expense and interest income are not presented by segment since they are not
included in the measure of segment profitability reviewed by the chief operating decision maker. All inter-company
transactions, including sales of PCBs from the PCB Manufacturing segment to the Backplane Assembly segment,
have been eliminated.

Quarter Ended Two Quarters Ended
As Adjusted As Adjusted
(Note 2) (Note 2)
June 29, June 30, June 29, June 30,
2009 2008 2009 2008
(In thousands)

Net Sales:
PCB Manufacturing $ 122,617 $ 149,596 $ 254,894 $ 298,301
Backplane Assembly 29,117 31,160 54,025 63,730
Total sales 151,734 180,756 308,919 362,031
Inter-company sales (7,254) (7,781) (15,442) (14,985)
Total net sales $ 144,480 $ 172975 $ 293477 $ 347,046
Operating Segment Income:
PCB Manufacturing $ 10,716 $ 17,779 $ 15,116 $ 40,458
Backplane Assembly 2,321 2,225 3,813 4,929
Total operating segment income 13,037 20,004 18,929 45,387
Amortization of intangibles (860) (950) (1,720) (1,897)
Total operating income 12,177 19,054 17,209 43,490
Total other expense (2,554) (4,668) (5,278) (6,219)
Income before income taxes $ 9,623 $ 14,386 $ 11,931 $ 37,271
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The Company s customers include both OEMs and EMS companies. The Company s OEM customers often direct a
significant portion of their purchases through EMS companies.

For the quarter and two quarters ended June 29, 2009 no one customer accounted for 10% of net sales. For the quarter
and two quarters ended June 30, 2008 one customer accounted for approximately 13% of net sales. Sales to our 10
largest customers for the quarters ended June 29, 2009 and June 30, 2008 were 52% and 51%, respectively. Sales to
our 10 largest customers for the two quarters ended June 29, 2009 and June 30, 2008 were 52% and 49%,
respectively. The loss of one or more major customers or a decline in sales to the Company s major customers would
have a material adverse effect on the Company s financial condition and results of operations.

(14) Metal Reclamation

During the first quarter of 2008, the Company recognized $3,700 of income related to a pricing reconciliation of metal
reclamation activity attributable to a single vendor. As a result of the pricing reconciliation, the Company discovered
that the vendor had inaccurately compensated the Company for gold reclamations over the last several years.

15
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TTM TECHNOLOGIES, INC.
Notes to Consolidated Condensed Financial Statements (Continued)

(15) Subsequent Events
During the second quarter 2009, the Company implemented the provisions of Statement of Financial Accounting
Standards No. 165, Subsequent Events, (SFAS 165). SFAS 165 establishes general standards of accounting for and
disclosure of events that occur after the balance sheet date but before financial statements are issued or are available to
be issued. SFAS 165 sets forth:

the period after the balance sheet date during which management of a reporting entity should evaluate events

or transactions that may occur for potential recognition or disclosure in the financial statements;

the circumstances under which an entity should recognize events or transactions occurring after the balance

sheet date in its financial statements; and

the disclosures that an entity should make about events or transactions that occurred after the balance sheet

date.
There were no material subsequent events which required examination or evaluation through August 7, 2009, the date
the Company s consolidated condensed financial statements were issued.
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion of our financial condition and results of operations should be read in conjunction with our
consolidated condensed financial statements and the related notes and the other financial information included in this
Quarterly Report on Form 10-Q. This discussion and analysis contains forward-looking statements that involve risks
and uncertainties. Our actual results may differ materially from those anticipated in these forward-looking statements
as a result of specified factors, including those set forth in Item 1A Risk Factors of Part Il below and elsewhere in this
Quarterly Report on Form 10-Q.

This discussion and analysis should be read in conjunction with Management s Discussion and Analysis of Financial
Condition and Results of Operations set forth in our annual report on Form 10-K for the year ended December 31,
2008, filed with the Securities and Exchange Commission.

Overview

We are a one-stop provider of time-critical and technologically complex printed circuit boards (PCBs) and backplane
assemblies, which serve as the foundation of sophisticated electronic products. We serve high-end commercial and
aerospace/defense markets including the networking/communications infrastructure, defense, high-end computing,
and industrial/medical markets which are characterized by high levels of complexity and moderate production
volumes. Our customers include original equipment manufacturers (OEMs), electronic manufacturing services (EMS)
providers, and aerospace/defense companies. Our time-to-market and high technology focused manufacturing services
enable our customers to reduce the time required to develop new products and bring them to market.

We measure customers as those companies that have placed at least two orders in the preceding 12-month period. As
of June 29, 2009, we had approximately 755 customers and approximately 900 as of June 30, 2008. Sales to our 10
largest customers accounted for 52% of our net sales in the second quarter ended June 29, 2009 and 51% of our net
sales in the second quarter ended June 30, 2008. Sales to our 10 largest customers for the two quarters ended June 29,
2009 and June 30, 2008 were 52% and 49% of our net sales, respectively. We sell to OEMs both directly and
indirectly through EMS companies. Sales attributable to our five largest OEM customers accounted for approximately
37% and 29% of our net sales in the quarters ended June 29, 2009 and June 30, 2008, respectively.

The following table shows the percentage of our net sales attributable to each of the principal end markets we served
for the periods indicated.

Quarter Ended Two Quarters Ended
June 29, June 30, June 29, June 30,

End Markets(1) 2009 2008 2009 2008
Networking/Communications 36% 40% 35% 41%
Aerospace/Defense 45 36 45 35
Computing/Storage/Peripherals 10 11 11 12
Medical/Industrial/Instrumentation/Other 9 13 9 12
Total 100% 100% 100% 100%

(1) Sales to EMS

companies are

classified by the

end markets of

their OEM

customers.
For PCBs, we measure the time sensitivity of our products by tracking the quick-turn percentage of our work. We
define quick-turn orders as those with delivery times of 10 days or less, which typically captures research and
development, prototype, and new product introduction work, in addition to unexpected short-term demand among our

Table of Contents 30



Edgar Filing: TTM TECHNOLOGIES INC - Form 10-Q

customers. Generally, we quote prices after we receive the design specifications and the time and volume
requirements from our customers. Our quick-turn services command a premium price as compared to standard
lead-time products. Quick-turn orders decreased from approximately 13% of PCB revenue in the second quarter of
2008 to 11% of PCB revenue in the second quarter of 2009 due to higher demand for our standard lead-time and high
technology production services. We also deliver a large percentage of compressed lead-time work with lead times of
11 to 20 days. We receive a premium price for this work as well. Purchase orders may be cancelled prior to shipment.
We charge customers a fee, based on percentage completed, if an order is cancelled once it has entered production.
We derive revenues primarily from the sale of printed circuit boards and backplane assemblies using
customer-supplied engineering and design plans. We recognize revenues when persuasive evidence of a sales
arrangement exists, the sales terms are fixed and determinable, title and risk of loss have transferred, and collectibility
is reasonably assured generally when products are shipped to the customer. Net sales consist of gross sales less an
allowance for returns, which typically has been less than 2% of gross sales. We provide our customers a limited right
of return for defective printed circuit boards and backplane assemblies. We record an estimated amount for sales
returns and allowances at the time of sale based on historical information.

17
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Cost of goods sold consists of materials, labor, outside services, and overhead expenses incurred in the manufacture
and testing of our products as well as stock-based compensation expense. Many factors affect our gross margin,
including capacity utilization, product mix, production volume, and yield. We do not participate in any significant
long-term contracts with suppliers, and we believe there are a number of potential suppliers for the raw materials we
use.

Selling and marketing expenses consist primarily of salaries and commissions paid to our internal sales force and
independent sales representatives, salaries paid to our sales support staff, stock-based compensation expense as well as
costs associated with marketing materials and trade shows. We generally pay higher commissions to our independent
sales representatives for quick-turn work, which generally has a higher gross profit component than standard lead-time
work.

General and administrative costs primarily include the salaries for executive, finance, accounting, information
technology, facilities and human resources personnel, as well as insurance expenses, expenses for accounting and
legal assistance, incentive compensation expense, stock-based compensation expense, bad debt expense, and gains or
losses on the sale or disposal of property, plant and equipment.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our consolidated condensed financial statements included in this report have been prepared in accordance with
accounting principles generally accepted in the United States of America. The preparation of these financial
statements requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, net sales and expenses, and related disclosure of contingent assets and liabilities. Management bases its
estimates on historical experience and on various other assumptions that are believed to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of assets and
liabilities that are not readily apparent from other sources. Management has discussed the development, selection and
disclosure of these estimates with the audit committee of our board of directors. Actual results may differ from these
estimates under different assumptions or conditions.

Accounting policies for which significant judgments and estimates are made include asset valuation related to bad
debts and inventory obsolescence; sales returns and allowances; impairment of long-lived assets, including goodwill
and intangible assets; realizability of deferred tax assets; and determining stock-based compensation expense,
self-insured reserves, asset retirement obligations and environmental liabilities.

Allowance for Doubtful Accounts

We provide customary credit terms to our customers and generally do not require collateral. We perform ongoing
credit evaluations of the financial condition of our customers and maintain an allowance for doubtful accounts based
upon historical collections experience and expected collectibility of accounts. Our actual bad debts may differ from
our estimates.

Inventories

In assessing the realization of inventories, we are required to make judgments as to future demand requirements and
compare these with current and committed inventory levels. Provision is made to reduce excess and obsolete
inventories to their estimated net realizable value. Our inventory requirements may change based on our projected
customer demand, market conditions, technological and product life cycle changes, longer or shorter than expected
usage periods, and other factors that could affect the valuation of our inventories. We maintain certain finished goods
inventories near certain key customer locations in accordance with agreements with those customers. Although this
inventory is typically supported by valid purchase orders, should these customers ultimately not purchase these
inventories, our results of operations and financial condition would be adversely affected.

Revenue Recognition

We derive revenues primarily from the sale of printed circuit boards and backplane assemblies using
customer-supplied engineering and design plans and recognize revenues when persuasive evidence of a sales
arrangement exists, the sales terms are fixed and determinable, title and risk of loss have transferred, and collectibility
is reasonably assured generally when products are shipped to the customer. We provide our customers a limited right
of return for defective printed circuit boards and backplane assemblies. We accrue an estimated amount for sales
returns and allowances at the time of sale based on historical information. To the extent actual experience varies from
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our historical experience, revisions to these allowances may be required.
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Long-lived Assets

We have significant long-lived tangible and intangible assets consisting of property, plant and equipment, assets held
for sale, definite-lived intangibles, and goodwill. We review these assets for impairment whenever events or changes
in circumstances indicate that the carrying amount of such assets may not be recoverable. In addition, we perform an
impairment test related to goodwill at least annually. Our goodwill and intangibles are largely attributable to our
acquisitions of other businesses. We have two reporting units, which are also our operating segments, and both
contained goodwill prior to our 2008 annual impairment testing.

During the fourth quarter 2008, we performed our annual impairment assessment of goodwill, which requires the use
of a fair-value based analysis. We determined the fair value of our operating segments based on discounted cash flows
and market approach analyses and considered factors such as a weakening economy, reduced expectations for future
cash flows coupled with a decline in the market price of our stock and market capitalization for a sustained period, as
indicators for potential goodwill impairment. In conjunction with our annual assessment of goodwill, we also assessed
other long-lived assets, specifically definite-lived intangibles and property, plant and equipment, for potential
impairment given similar impairment indicators. The completion of our impairment assessment determined that the
carrying value of our goodwill and certain long-lived assets at production facilities exceeded their fair value. As a
result, charges were recorded to adjust goodwill and long-lived assets to their fair value as of December 31, 2008.
There were no events or changes in circumstances during the two quarters ended June 29, 2009 to indicate that the
carrying amount of such assets may not be recoverable, with the exception of assets related to the closure of our
Redmond, Washington production facility. We recorded an additional impairment of certain long-lived assets for our
Redmond, Washington production facility in the amount of $0.3 million for the two quarters ended June 29, 2009.

We use an estimate of the future undiscounted net cash flows in measuring whether our long-lived tangible assets and
definite-lived intangible assets are recoverable. If forecasts and assumptions used to support the realizability of our
goodwill and other long-lived assets change in the future, significant impairment charges could result that would
adversely affect our results of operations and financial condition.

Income Taxes

Deferred income tax assets are reviewed for recoverability, and valuation allowances are provided, when necessary, to
reduce deferred tax assets to the amounts expected to be realized. At June 29, 2009 and December 31, 2008, we had
net deferred income tax assets of $37.2 million and $39.8 million, respectively, and no valuation allowance. Should
our expectations of taxable income change in future periods, it may be necessary to establish a valuation allowance,
which could affect our results of operations in the period such a determination is made. In addition, we record income
tax provision or benefit during interim periods at a rate that is based on expected results for the full year. If we
reestablish a valuation allowance subsequent to June 29, 2009, and then determine that it is more likely than not that
some or all of our deferred income tax assets would be realizable in an amount greater than what already is recorded,
we would reverse all or a portion of valuation allowance in the period the determination is made. If future changes in
market conditions cause actual results for the year to be more or less favorable than those expected, adjustments to the
effective income tax rate could be required.

Share-Based Awards

We account for stock-based compensation under the provisions of Statement of Financial Accounting Standards
No. 123R, Share-Based Payments, (SFAS 123R). Under the fair value recognition provisions of SFAS 123R, we
recognize stock-based compensation net of an estimated forfeiture rate and only recognize compensation cost for
those shares expected to vest over the requisite service period of the award using a straight-line method.

We estimate the value of share-based restricted stock unit awards on the date of grant using the closing share price.
We estimate the value of share-based option awards on the date of grant using the Black-Scholes option pricing
model. Calculating the fair value of share-based option payment awards requires the input of highly subjective
assumptions, including the expected term of the share-based payment awards and expected stock price volatility. The
expected term represents the average time that options that vest are expected to be outstanding. The expected volatility
rates are estimated based on the historical volatilities of our common stock over the expected term. The assumptions
used in calculating the fair value of share-based payment awards represent our best estimates, but these estimates
involve inherent uncertainties and the application of our judgment. As a result, if factors change and we use different
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assumptions, our stock-based compensation expense could be materially different in the future. In addition, we are
required to estimate the expected forfeiture rate and only recognize expense for those shares expected to vest. If our
actual forfeiture rate is materially different from our estimate, the stock-based compensation expense could be
significantly different from what we have recorded in the current period. For the quarters ended June 29, 2009 and
June 30, 2008, share-based compensation expense was $1.0 million and $0.9 million, respectively, net of tax. For the
two quarters ended June 29, 2009 and June 30, 2008, share-based compensation expense was $2.1 million and
$1.6 million, respectively, net of tax. At June 29, 2009, total unrecognized estimated compensation expense related to
non-vested stock options was $1.7 million, which is expected to be recognized over a weighted-average period of
0.7 years. At June 29, 2009, $6.5 million of total unrecognized compensation cost related to restricted stock units is
expected to be recognized over a weighted-average period of 0.9 years.

19

Table of Contents 35



Edgar Filing: TTM TECHNOLOGIES INC - Form 10-Q

Table of Contents

Self Insurance

We are self-insured for group health insurance and worker s compensation benefits provided to our employees, and we
purchase insurance to protect against claims at the individual and aggregate level. The insurance carrier adjudicates
and processes employee claims and is paid a fee for these services. We reimburse our insurance carriers for paid
claims subject to variable monthly limitations. We estimate our exposure for claims incurred but not paid at the end of
each reporting period and use historical information supplied by our insurance carriers and brokers on an annual basis
to estimate our liability for these claims. This liability is subject to an aggregate stop-loss that ranges between
$100,000 and $250,000 per individual. Our actual claims experience may differ from our estimates.

Asset Retirement Obligations and Environmental Liabilities

We establish liabilities for the costs of asset retirement obligations when a legal or contractual obligation exists to
dispose of or restore an asset upon its retirement and the timing and cost of such work can be reasonably estimated.
We record such liabilities only when such timing and costs are reasonably determinable. In addition, we accrue an
estimate of the costs of environmental remediation for work at identified sites where an assessment has indicated it is
probable that cleanup costs are or will be required and may be reasonably estimated. In making these estimates, we
consider information that is currently available, existing technology, enacted laws and regulations, and our estimates
of the timing of the required remedial actions, and we discount these estimates at 8%. We also are required to estimate
the amount of any probable recoveries, including insurance recoveries.

Results of Operations

Quarter and Two Quarters Ended June 29, 2009 Compared to the Quarter and Two Quarters Ended June 30,
2008

There were 91 days in both of the second quarters ended June 29, 2009 and June 30, 2008 and 180 and 182 days in the
two quarters ended June 29, 2009 and June 30, 2008, respectively.

On January 1, 2009, we adopted the provisions of Financial Accounting Standards Board (FASB) Staff Position APB
14-1, Accounting for Convertible Debt Instruments That May Be Settled in Cash upon Conversion (Including Partial
Cash Settlement), (FSP APB 14-1). FSP APB 14-1 specifies that issuers of convertible debt instruments that may be
settled in cash upon conversion (including partial cash settlement) should separately account for the liability and
equity components in a manner that will reflect the entity s nonconvertible debt borrowing rate when interest cost is
recognized in subsequent periods. Upon adoption, FSP APB 14-1 requires retrospective application back to the
issuance date of convertible debt, which for us was May 2008. The financial data for the comparative quarter and two
quarters of 2008 discussed below in our results of operations has been adjusted retrospectively to conform to the
provisions of FSP APB 14-1. Also see Note 2 in the notes to the consolidated condensed financial statements.
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The following table sets forth statement of operations data expressed as a percentage of net sales for the periods
indicated:

Quarter Ended Two Quarters Ended
As As
Adjusted Adjusted
(Note 2) (Note 2)
June 29, June 30, June 29, June 30,
2009 2008 2009 2008

Net sales 100.0% 100.0% 100.0% 100.0%
Cost of goods sold 81.3 78.8 82.5 78.6
Gross profit 18.7 21.2 17.5 21.4
Operating (income) expenses:
Selling and marketing 4.4 4.5 4.6 4.5
General and administrative 5.3 5.1 5.5 4.9
Amortization of definite-lived intangibles 0.6 0.6 0.6 0.6
Restructuring charges 0.8
Impairment of long-lived assets 0.1
Metal reclamation (1.1)
Total operating expenses 10.3 10.2 11.6 8.9
Operating income 8.4 11.0 5.9 12.5
Other income (expense):
Interest expense (1.9 2.2) (1.9 (1.6)
Interest income 0.2 0.1 0.1
Other, net 0.1 0.7) 0.3)
Total other expense, net (1.8) 2.7 (1.8) (1.8)
Income before income taxes 6.6 8.3 4.1 10.7
Income tax provision (2.5 3.0 (1.6) 4.0)
Net income 4.1% 5.3% 2.5% 6.7%

The Company has two reportable segments: PCB Manufacturing and Backplane Assembly. These reportable segments
are managed separately because they distribute and manufacture distinct products with different production processes.
PCB Manufacturing fabricates printed circuit boards. Backplane Assembly is a contract manufacturing business that
specializes in assembling backplanes into sub-assemblies and other complete electronic devices. PCB Manufacturing
customers are either EMS or OEM companies, while Backplane Assembly customers are usually OEMs. Our
Backplane Assembly segment includes our Hayward, California and Shanghai, China plants and our Ireland sales and
distribution infrastructure. Our PCB Manufacturing segment is composed of seven domestic PCB fabrication plants,
and a facility which provides follow on value-added services primarily for one of the PCB Manufacturing plants. The
following table compares net sales by reportable segment for the quarter ended June 29, 2009, and June 30, 2008:

Quarter Ended Two Quarters Ended
June 29, June 30, June 29, June 30,
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PCB Manufacturing
Backplane Assembly
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2009 2008 2009
(In thousands)

$ 122,617 $ 149,596 $ 254,894

29,117 31,160 54,025
151,734 180,756 308,919
(7,254) (7,781) (15,442)

$ 144,480 $ 172,975 $ 293477
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2008
$ 298,301
63,730

362,031
(14,985)

$ 347,046
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Net Sales

Net sales decreased $28.5 million, or 16.5%, from $173.0 million in the second quarter 2008 to $144.5 million in the
second quarter 2009 due to reduced demand at most of our production facilities resulting from a downturn in the
global economy and the shutdown of our Redmond, Washington production facility at the end of March 2009. The
$28.5 million revenue decline, of which $14.1 million is attributable to the closure of our Redmond, Washington
facility, reflects lower demand, mainly in our PCB Manufacturing commercial end markets, and is only partially offset
by increased pricing. PCB volume declined approximately 32% due to reduced demand while prices rose
approximately 15% due to a shift in production mix toward more high technology production. Our quick-turn
production, which we measure as orders placed and shipped within 10 days, decreased from 13% of PCB sales in the
second quarter 2008 to 11% of PCB sales in the second quarter 2009. The increasingly complex nature of our
quick-turn work requires more time to manufacture, thereby extending some of these orders beyond the 10-day
delivery window.

Net sales decreased $53.5 million, or 15.4%, from $347.0 million for the two quarters ended June 30, 2008 to
$293.5 million for the two quarters ended June 29, 2009 due to reduced demand at most of our production facilities
resulting from a downturn in the global economy and the shutdown of our Redmond, Washington production facility
at the end of March 2009. The $53.5 million revenue decline, of which $19.3 million is attributable to the closure of
our Redmond, Washington facility, reflects lower demand mainly in the commercial end markets of both our
Backplane Assembly operations and our PCB Manufacturing facilities. PCB volume declined approximately 29% due
to reduced demand while prices rose approximately 17% due to a shift in production mix toward more high
technology production.

Cost of Goods Sold

Cost of goods sold decreased $19.0 million, or 13.9%, from $136.4 million for the second quarter 2008 to
$117.4 million for the second quarter 2009 due primarily to the decline in PCB volume discussed above. The decrease
in cost of goods sold was mostly driven by lower labor and direct material costs associated with lower production
volume as well as reduced repair and maintenance expense. As a percentage of net sales, cost of goods sold increased
from 78.8% for the second quarter 2008 to 81.3% for the second quarter 2009, primarily due to lower absorption of
fixed costs on lower revenue and costs related to the shutdown of our Redmond, Washington facility.

Cost of goods sold decreased $30.6 million, or 11.2%, from $272.7 million for the two quarters ended June 30, 2008
to $242.1 million for the two quarters ended June 29, 2009. Cost of goods sold decreased mainly due to lower labor
and direct material costs associated with lower production volume as well as reduced repair and maintenance expense.
As a percentage of net sales, cost of goods sold increased from 78.6%, for the two quarters ended June 30, 2008 to
82.5% for the two quarters ended June 29, 2009, primarily due to fewer units produced to share fixed costs, as the
impact of lower production volume was greater than that of higher pricing.

Gross Profit

As a result of the foregoing, gross profit decreased $9.5 million, or 26.0%, from $36.6 million, for the second quarter
2008 to $27.1 million for the second quarter 2009. Our gross margin decreased from 21.2%, in the second quarter
2008 to 18.7% in the second quarter 2009. Additionally, gross profit decreased $23.0 million, or 31.0%, from
$74.3 million for the two quarters ended June 30, 2008 to $51.3 million for the two quarters ended June 29, 2009.
Gross margin decreased from 21.4% for the two quarters ended June 30, 2008 to 17.5% for the two quarters ended
June 29, 2009. The decrease in our gross margin was due to lower fixed cost absorption and the closure of our
Redmond, Washington facility.
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Selling and Marketing Expenses

Selling and marketing expenses decreased $1.5 million, or 19.2%, from $7.8 million for the second quarter 2008 to
$6.3 million for the second quarter 2009. Additionally, selling and marketing expenses decreased $2.0 million, or
12.9%, from $15.5 million for the two quarters ended June 30, 2008 to $13.5 million for the two quarters ended
June 29, 2009. The decrease in selling and marketing expense was primarily a result of lower selling labor and
commission expenses due to lower net sales. As a percentage of net sales, selling and marketing expenses were 4.4%
in the second quarter 2009 as compared to 4.5% in the second quarter 2008 and 4.6% for the two quarters ended
June 29, 2009 and 4.5% for the two quarters ended June 30, 2008.

General and Administrative Expenses

General and administrative expenses decreased $1.1 million from $8.8 million, or 5.1% of net sales, for the second
quarter 2008 to $7.7 million, or 5.3% of net sales, for the second quarter 2009. Additionally, general and
administrative expenses decreased $1.1 million from $17.2 million, or 4.9% of net sales, for the two quarters ended
June 30, 2008 to $16.1 million, or 5.5% of net sales, for the two quarters ended June 29, 2009. The decrease in
expense for the quarter and two quarters resulted primarily from lower labor expense and incentive compensation
expense.

Amortization of Definite-lived Intangibles

Amortization expense related to definite-lived intangibles remained consistent at $0.9 million for both second quarters
ended 2009 and 2008, and was $1.7 million and $1.9 million for the two quarters ended 2009 and 2008, respectively.
The amortization expense primarily relates to the strategic customer relationship intangibles acquired in the PCG
acquisition in October 2006.

Restructuring Charges

Restructuring charges recorded in the two quarters of 2009 are related to separation costs associated with the lay off of
approximately 510 employees, of which 370 employees are associated with the closure of the Redmond, Washington
production facility and 140 employees are related to other U.S. facilities. We expect to incur minimal additional
separation or other exit costs related to this restructuring in the third quarter of 2009.

Impairment of Long-lived Assets

Impairment of long-lived assets for the two quarters of 2009 are related to the closure of the Redmond, Washington
production facility. We do not expect to incur any additional impairment charges related to this closure.

Metal Reclamation

During the first quarter 2008, we recognized $3.7 million of income related to a pricing reconciliation of metal
reclamation activity attributable to a single vendor. As a result of the pricing reconciliation, we discovered that the
vendor had inaccurately compensated us for gold reclamations over several years. While pricing reconciliations of this
nature occur periodically, we do not expect to recognize a similar amount in future periods.

Other Expense, net

Other expense, net decreased $2.1 million from $4.7 million for the quarter ended June 30, 2008 to $2.6 million for
the quarter ended June 29, 2009. The overall net decrease consists of $1.3 million decrease in other, net, a $1.0 million
decrease in interest expense and a $0.2 million decrease in interest income. In connection with the full repayment of
the Credit Agreement in 2008, we realized a loss on the settlement of a derivative of $1.2 million, which was
recognized as other, net, as well as the full amortization of the remaining debt issuance costs, which is a component of
interest expense. No such loss on settlement or full amortization of debt issuance costs on full repayment of debt was
realized in 2009.

Other expense decreased by $0.9 million from $6.2 million for the two quarters ended June 30, 2008 to $5.3 million
for the two quarters ended June 29, 2009. The overall net decrease consists of a $1.0 million decrease in other, net, a
$0.2 million decrease in interest expense and a $0.3 million decrease in interest income. Similar to the quarter, in
connection with the full repayment of the Credit Agreement in 2008, we realized a loss on the settlement of a
derivative of $1.2 million, which was recognized as other, net, as well as the full amortization of the remaining debt
issuance costs, which is a component of interest expense. No such loss on settlement or full amortization of debt
issuance costs on full repayment of debt was realized in 2009.
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Income Tax Provision

The provision for income taxes decreased $1.6 million from $5.3 million for the second quarter 2008 to $3.7 million
for the second quarter 2009 due to lower pretax income. Our effective tax rate was 38.2% in the second quarter 2009
and 36.7% in the second quarter 2008. Additionally, the provision for income taxes decreased $9.2 million from
$13.8 million for the two quarters ended June 30, 2008 to $4.6 million for the two quarters ended June 29, 2009. Our
effective tax rate was 38.2% in the two quarters ended June 29, 2009 and 37.0% for the two quarters ended June 30,
2008. Our effective tax rate is primarily impacted by the federal income tax rate, apportioned state income tax rates,
utilization of other credits and deductions available to us, and certain non-deductible items.

Liquidity and Capital Resources

Our principal sources of liquidity have been cash provided by operations and the issuance of Convertible Notes. Our
principal uses of cash have been to meet debt service requirements, finance capital expenditures, and fund working
capital requirements. We anticipate that servicing debt, funding working capital requirements, financing capital
expenditures, and potential acquisitions will continue to be the principal demands on our cash in the future.

As of June 29, 2009, we had net working capital of approximately $311.9 million, compared to $280.4 million as of
December 31, 2008. This increase in working capital is attributable to the growth in cash balances which resulted
from earnings generated in the period combined with the reductions made in accounts receivable and inventories.

Our annual 2009 capital expenditure plan is expected to total approximately $13 million and will fund capital
equipment purchases to expand our technological capabilities throughout our facilities and replace aging equipment.
The following table provides information on contractual obligations as of June 29, 2009:

Less Than After
Contractual Obligations(1)(2) Total 1 Year 1 3 Years 4 5 Years 5 Years
(In thousands)

Debt obligations $ 175,000 $ $ $ $ 175,000
Interest on debt obligations 34,126 5,688 11,375 11,375 5,688
Operating leases 7,043 3,168 2,503 392 980
Purchase obligations (3) 2,156 2,156

Total contractual obligations $ 218,325 $ 11,012 $ 13,878 $ 11,767 $ 181,668

(1) FIN 48
unrecognized
tax benefits of
$0.1 million are
not included in
the table above
as we are not
sure when the
amount will be
paid.

(2) Environmental
liabilities of
$1.1 million, not
included in the
table above, are
accrued and
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recorded as
liabilities in the
consolidated
balance sheet.

(3) Includes

$1.6 million

purchase

obligation for a

building in

Santa Clara,

California.
We are involved in various stages of investigation and cleanup related to environmental remediation at various
production sites. We currently estimate that we will incur remediation costs of $1.1 million over the next 12 to
84 months related to three Connecticut production sites and our former Washington production site.
We are involved in various stages of investigation and cleanup related to environmental remediation matters for two
Connecticut sites and we are investigating a third Connecticut site. We currently estimate that we will incur
remediation costs of $0.8 million to $1.3 million. In addition, we have obligations to the Connecticut DEP to make
certain environmental asset improvements to the waste water treatment systems in two Connecticut plants. These costs
are estimated to be $0.7 million and have been considered in our capital expenditure plan for 2009. Lastly, we are
required to maintain a Compliance Management Plan until July 1, 2009 under a compliance agreement with the U.S.
EPA that we assumed from Tyco.
Additionally, we discovered copper contamination in the soil and groundwater at our former Washington facility that
exceeded state and city standards. We engaged a consultant to investigate the underlying soil and groundwater and
determined that such contamination was limited. The contaminated soil was removed as of June 29, 2009. We are
taking voluntary cleanup actions to remediate both soil and groundwater and have a remaining accrual of $0.3 million
for such remediation costs.
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Based on our current level of operations, we believe that cash generated from operations, available cash and the
proceeds from the issuance of Convertible Notes will be adequate to meet our currently anticipated debt service,
capital expenditures, and working capital needs for the next 12 months and beyond. Our principal liquidity needs for
periods beyond the next 12 months are to meet debt service requirements as well as for other contractual obligations
as indicated in our contractual obligations table above and for capital purchases under our annual capital expenditure
plan.

Net cash provided by operating activities was $42.9 million for the two quarters ended 2009, compared to
$33.8 million for the two quarters ended 2008. Our 2009 operating cash flow of $42.9 million primarily reflects net
income of $7.4 million, $0.3 million of impairment of long-lived assets, $14.3 million of depreciation and
amortization, $3.2 million of stock-based compensation, a decrease in net deferred income tax assets of $2.6 million, a
net decrease in working capital of $14.9 million and other of $0.2 million.

Net cash used in investing activities was $3.5 million for the two quarters ended 2009, compared to $9.1 million for
the two quarters ended 2008. Net cash used in investing activities in 2009 was composed of net purchases of
approximately $5.4 million of property, plant, and equipment, and a purchase of a licensing agreement for
$0.4 million, offset by the proceeds from the redemption of short-term investments of $2.2 million.

Net cash provided by financing activities was $0.1 million for the two quarters ended 2009, compared to $74.7 million
for the two quarters ended 2008. Cash proceeds of $0.1 million for the two quarters ended 2009 reflect exercises of
employee stock options. Cash proceeds of $74.7 million for the two quarters ended 2008 reflect cash proceeds from
the issuance of Convertible Notes of $175.0 million, proceeds from the sale of warrants of $26.2 million and exercises
of employee stock options of $2.3 million, partially offset by debt repayment of $85.0 million, payment for the
convertible note hedge of $38.3 million and debt issuance costs of $5.8 million.

In May 2008, we issued our Convertible Notes in a public offering with an aggregate principal amount of
$175.0 million. The Convertible Notes bear interest at a rate of 3.25% per annum. Interest is payable semiannually in
arrears on May 15 and November 15 of each year, beginning November 15, 2008. The Convertible Notes are senior
unsecured obligations and will rank equ