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Cautionary Statement Regarding Forward-Looking Statements
Unless otherwise indicated, the terms “Amtech,” the “Company,” “we,” “us” and “our” refer to Amtech Systems, Inc. together with its subsidiaries.
Our discussion and analysis in this Quarterly Report on Form 10-Q, our 2020 Annual Report on Form 10-K, our other reports that we file with the Securities and
Exchange Commission (the “SEC”), our press releases and in public statements of our officers and corporate spokespersons contain “forward-looking” statements within the
meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), and the Private Securities Litigation Reform Act of 1995. Forward-looking statements give our or our officers’ current expectations or forecasts of future events. You can
identify these statements by the fact that they do not relate strictly to historical or current events. We have tried, wherever possible, to identify such statements by using words
such as “may,” “plan,” “anticipate,” “seek,” “will,” “expect,” “intend,” “estimate,” “believe,” “continue,” “predict,” “potential,” “project,” “should,” “would,” “could,”
“likely,” “future,” “target,” “forecast,” “goal,” “observe,” and “strategy” or the negative thereof or variations thereon or similar terminology relating to uncertainty of future
events or outcomes. Some factors that could cause actual results to differ materially from those anticipated include, among others, future economic conditions, including
changes in the markets in which we operate; changes in demand for our services and products; our revenue and operating performance; difficulties in successfully executing our
growth initiatives; difficulties in executing on our strategic efforts with respect to our silicon carbide/polishing business segment; the effects of competition in the markets in
which we operate, including the adverse impact of competitive product announcements or new entrants into our markets and transfers of resources by competitors into our
markets; the cyclical nature of the semiconductor industry; pricing and gross profit pressures; control of costs and expenses; risks associated with new technologies and the
impact on our business; legislative, regulatory, and competitive developments in markets in which we operate; possible future claims, litigation or enforcement actions and the
results of any such claim, litigation proceeding, or enforcement action; business interruptions, including those related to the COVID-19 pandemic; the potential impacts of the
COVID-19 pandemic and any future pandemic on our business operations, financial results and financial position; the severity, magnitude and duration of the COVID-19
pandemic, including impacts of the pandemic and of businesses’ and governments’ responses to the pandemic on our operations and personnel; and other circumstances and
risks identified in this Quarterly Report or referenced from time to time in our filings with the SEC. These and many other factors could affect Amtech’s future operating results
and financial condition and could cause actual results to differ materially from expectations based on forward-looking statements made in this document or elsewhere by
Amtech or on its behalf.
You should not place undue reliance on these forward-looking statements. We cannot guarantee that any forward-looking statement will be realized, although we
believe that the expectations reflected in the forward-looking statements are reasonable as of the date of this Quarterly Report. Achievement of future results is subject to events
out of our control, risks, uncertainties and potentially inaccurate assumptions. The Annual Report on Form 10-K that we filed with the SEC for the year ended September 30,
2020 listed various important factors that could affect Amtech’s future operating results and financial condition and could cause actual results to differ materially from historical
results and expectations based on forward-looking statements made in this document or elsewhere by Amtech or on its behalf. These factors can be found under the heading
“Item 1A. Risk Factors” in the Annual Report on Form 10-K and investors should refer to them as well as the additional risk factors identified in this Quarterly Report. Because
it is not possible to predict or identify all such factors, any such list cannot be considered a complete set of all potential risks or uncertainties.
The Company undertakes no obligation to update or publicly revise any forward-looking statement whether as a result of new information, future developments or
otherwise. All subsequent written or oral forward-looking statements attributable to the Company or persons acting on its behalf are expressly qualified in their entirety by this
paragraph. You are advised, however, to consult any further disclosures we make on related subjects in our subsequently filed Form 10-Q and Form 8-K reports and our other
filings with the SEC. As noted above, we provide a cautionary discussion of risks, uncertainties and possibly inaccurate assumptions relevant to our business under “Item 1A.
Risk Factors” of our Annual Report on Form 10-K. We note these factors for investors as permitted by the Private Securities Litigation Reform Act of 1995. You should
understand it is not possible to predict or identify all such factors.
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PART I. FINANCIAL INFORMATION
Item 1.

Condensed Consolidated Financial Statements

AMTECH SYSTEMS, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets
(in thousands, except share data)
December 31,
2020
(Unaudited)

Assets

Current Assets
Cash and cash equivalents
Accounts receivable (less allowance for doubtful accounts of $169 and $159 at
December 31, 2020, and September 30, 2020, respectively)
Inventories
Income taxes receivable
Other current assets
Total current assets
Property, Plant and Equipment - Net
Right-of-Use Assets - Net
Intangible Assets - Net
Goodwill - Net
Deferred Income Taxes - Net
Other Assets
Total Assets
Liabilities and Shareholders’ Equity
Current Liabilities
Accounts payable
Accrued compensation and related taxes
Accrued warranty expense
Other accrued liabilities
Current maturities of long-term debt
Contract liabilities
Total current liabilities
Long-Term Debt
Long-Term Lease Liability
Income Taxes Payable
Total Liabilities
Commitments and Contingencies
Shareholders’ Equity
Preferred stock; 100,000,000 shares authorized; none issued
Common stock; $0.01 par value; 100,000,000 shares authorized; shares
issued and outstanding: 14,091,422 and 14,063,172 at December 31, 2020
and September 30, 2020, respectively
Additional paid-in capital
Accumulated other comprehensive loss
Retained deficit
Total shareholders’ equity
Total Liabilities and Shareholders’ Equity

September 30,
2020

$

45,614

$

13,940
16,616
1,362
1,501
79,033
11,952
5,155
543
6,633
566
645
104,527

$

3,414
2,406
350
719
384
1,156
8,429
4,701
5,090
3,274
21,494

$

45,070

$

11,243
17,277
1,362
1,617
76,569
11,995
5,124
609
6,633
566
602
102,098

$

—

$

The accompanying notes are an integral part of these condensed consolidated financial statements.
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141
124,635
(51 )
(41,692 )
83,033
104,527

2,676
2,066
380
751
380
1,224
7,477
4,798
5,064
3,240
20,579

—

$

141
124,435
(646 )
(42,411 )
81,519
102,098

AMTECH SYSTEMS, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Operations
(Unaudited)
(in thousands, except per share data)
Three Months Ended December 31,
2020
2019

Revenues, net of returns and allowances
Cost of sales
Gross profit

$

Selling, general and administrative
Research, development and engineering
Operating income
Loss on sale of subsidiary
Interest expense and other, net
Income (loss) from continuing operations before
income taxes
Income tax provision
Income (loss) from continuing operations, net of tax
Loss from discontinued operations, net of tax
Net income (loss)
Income (Loss) Per Basic Share:
Basic income (loss) per share from continuing
operations
Basic loss per share from discontinued
operations
Net income (loss) per basic share
Income (Loss) Per Diluted Share:
Diluted income (loss) per share from continuing
operations
Diluted loss per share from discontinued
operations
Net income (loss) per diluted share
Weighted average shares outstanding - basic
Weighted average shares outstanding - diluted

17,975
10,463
7,512

5

20,692
12,518
8,174

5,213
1,245
1,054
—
(255 )

5,915
622
1,637
(2,793 )
(70 )

$

799
80
719
—
719

$

(1,226 )
41
(1,267 )
(665 )
(1,932 )

$

0.05

$

(0.09 )

$
$

—
0.05

$
$

(0.05 )
(0.14 )

$

0.05

$

(0.09 )

$
$

—
0.05

$
$

(0.05 )
(0.14 )

14,072
14,117

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

$

14,290
14,290

AMTECH SYSTEMS, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Comprehensive Income
(Unaudited)
(in thousands)
Three Months Ended December 31,
2020
2019

Net income (loss)
Foreign currency translation adjustment
Reclassification adjustment for net foreign currency
translation losses included in net loss
Comprehensive income

$

$

The accompanying notes are an integral part of these condensed consolidated financial statements.
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719
595
—
1,314

$

$

(1,932 )
1,081
1,592
741

AMTECH SYSTEMS, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Shareholders’ Equity
(Unaudited)
(in thousands)

Additional PaidIn Capital

Accumulated
Other
Comprehensive
Income (Loss)

143
—
—
—
1
144

$

125,098
—
—
68
700
125,866

$

141
—
—
—
—
141

$

124,435
—
—
65
135
124,635

$

Common Stock
Shares

Par Value

Balance at September 30, 2019
Net loss
Translation adjustment
Stock compensation expense
Stock options exercised
Balance at December 31, 2019

14,269
—
—
—
117
14,386

$

Balance at September 30, 2020
Net income
Translation adjustment
Stock compensation expense
Stock options exercised
Balance at December 31, 2020

14,063
—
—
—
28
14,091

$

$

$

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

$

$

$

Retained
Earnings
(Accumulated
Deficit)

Total
Shareholders'
Equity

(11,233 ) $
—
2,673
—
—
(8,560 ) $

(26,556 ) $
(1,932 )
—
—
—
(28,488 ) $

87,452
(1,932 )
2,673
68
701
88,962

(646 ) $
—
595
—
—
(51 ) $

(42,411 ) $
719
—
—
—
(41,692 ) $

81,519
719
595
65
135
83,033

AMTECH SYSTEMS, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows
(Unaudited)
(in thousands)
Three Months Ended December 31,
2020
2019

Operating Activities
Net income (loss)
Adjustments to reconcile net income (loss) to net cash provided by (used in)
operating activities:
Depreciation and amortization
Write-down of inventory
Deferred income taxes
Non-cash share-based compensation expense
Loss on sale of subsidiary
Provision for (reversal of) allowance for doubtful accounts, net
Other, net
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Other assets
Accounts payable
Accrued income taxes
Accrued and other liabilities
Contract liabilities
Net cash provided by (used in) operating activities
Investing Activities
Purchases of property, plant and equipment
Net cash disposed of in sale of subsidiary
Net cash used in investing activities
Financing Activities
Proceeds from the exercise of stock options
Payments on long-term debt
Net cash provided by financing activities

$

Effect of Exchange Rate Changes on Cash, Cash Equivalents and
Restricted Cash
Net Increase in Cash, Cash Equivalents and Restricted Cash
Cash, Cash Equivalents and Restricted Cash, Beginning of Period*
Cash, Cash Equivalents and Restricted Cash, End of Period*
*

$

719

$

(1,932 )

325
48
—
65
—
5
3

406
311
784
68
2,793
(59 )
13

(2,702 )
613
20
738
34
304
(68 )
104

3,296
1,025
(1,458 )
(1,983 )
(1,616 )
(486 )
(1,330 )
(168 )

(198 )
—
(198 )

(173 )
(647 )
(820 )

135
(93 )
42

701
(103 )
598

596
544
45,070
45,614

$

1,141
751
59,134
59,885

Includes Cash, Cash Equivalents and Restricted Cash that are included in Held-For-Sale Assets on the Condensed Consolidated Balance Sheets for periods prior to
January 22, 2020.

The accompanying notes are an integral part of these condensed consolidated financial statements.
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AMTECH SYSTEMS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE MONTHS ENDED DECEMBER 31, 2020 AND 2019
(UNAUDITED)
1. Basis of Presentation and Significant Accounting Policies
Nature of Operations and Basis of Presentation – Amtech Systems, Inc. (the “Company,” “Amtech,” “we,” “our” or “us”) is a leading, global manufacturer of
capital equipment, including thermal processing and wafer polishing, and related consumables used in fabricating semiconductor devices, such as silicon carbide (SiC) and
silicon power devices, analog and discrete devices, electronic assemblies and light-emitting diodes (LEDs). We sell these products to semiconductor device and module
manufacturers worldwide, particularly in Asia, North America and Europe.
We serve niche markets in industries that are experiencing technological advances, and which historically have been very cyclical. Therefore, future profitability and
growth depend on our ability to develop or acquire and market profitable new products and on our ability to adapt to cyclical trends.
In the second quarter of fiscal 2019, we began the process to divest our solar business. As such, we have reported the results of the Solar segment as discontinued
operations in our Condensed Consolidated Statements of Operations. These divestitures were completed in the second quarter of fiscal 2020. For additional information on the
divestitures, see Note 11. For additional information on our segments, see Note 9.
The accompanying unaudited condensed consolidated financial statements have been prepared pursuant to the rules and regulations of the U.S. Securities and
Exchange Commission (the “SEC”), and consequently do not include all disclosures normally required by accounting principles generally accepted in the United States of
America. In the opinion of management, the accompanying unaudited interim condensed consolidated financial statements contain all adjustments necessary, all of which are of
a normal and recurring nature, to present fairly our financial position, results of operations and cash flows. Certain information and note disclosures normally included in
financial statements have been condensed or omitted pursuant to the rules and regulations of the SEC. The condensed balance sheet at September 30, 2020, has been derived
from the audited consolidated financial statements at that date but does not include all of the information and footnotes required by generally accepted accounting principles for
complete financial statements. These unaudited condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements
and notes thereto included in our Annual Report on Form 10-K for the fiscal year ended September 30, 2020.
Our fiscal year is from October 1 to September 30. Unless otherwise stated, references to the years 2021 and 2020 relate to the fiscal year ending September 30, 2021
and the fiscal year ended September 30, 2020, respectively.
The consolidated results of operations for the three months ended December 31, 2020, are not necessarily indicative of the results to be expected for the full fiscal year.
Principles of Consolidation – The consolidated financial statements include the accounts of the Company and our wholly-owned subsidiaries. All significant
intercompany balances and transactions have been eliminated in consolidation.
Use of Estimates – The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the consolidated financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates.
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Reclassifications – Certain reclassifications have been made to prior year financial statements to conform to the current year presentation. These reclassifications had
no effect on the previously reported consolidated financial statements for any period.
Divestitures – Significant accounting policies associated with a decision to dispose of a business are discussed below:
Discontinued Operations – A business is classified as discontinued operations if the disposal represents a strategic shift that will have a major effect on operations or
financial results and meets the criteria to be classified as held for sale or is disposed of by sale or otherwise. Significant judgments are involved in determining whether a
business meets the criteria for discontinued operations reporting and the period in which these criteria are met. If a business is reported as a discontinued operation, the results of
operations through the date of sale, including any gain or loss recognized on the disposition, are presented on a separate line of the Condensed Consolidated Statements of
Operations. Interest on debt directly attributable to the discontinued operation is allocated to discontinued operations.
Assets Held for Sale – An asset or business is classified as held for sale when (i) management commits to a plan to sell and it is actively marketed; (ii) it is available for
immediate sale and the sale is expected to be completed within one year; and (iii) it is unlikely significant changes to the plan will be made or that the plan will be withdrawn. In
isolated instances, assets held for sale may exceed one year due to events or circumstances beyond our control. The assets and related liabilities are aggregated and reported on
separate lines of the Condensed Consolidated Balance Sheets.
Shipping Expense – Shipping and handling fees associated with inbound and outbound freight are expensed as incurred and included in selling, general and
administrative expenses. Shipping expense is immaterial in all periods presented.
Research, Development and Engineering Expense – The table below shows gross research and development expenses and grants earned, in thousands:
Three Months Ended December 31,
2020
2019

Research, development and engineering
Grants earned
Net research, development and engineering

$
$

1,245
—
1,245

$
$

763
(141 )
622

Concentrations of Credit Risk – Our customers consist of semiconductor manufacturers worldwide, as well as the lapping and polishing marketplace. Financial
instruments that potentially subject us to significant concentrations of credit risk consist principally of cash and trade accounts receivable. Credit risk is managed by performing
ongoing credit evaluations of the customers’ financial condition, by requiring significant deposits where appropriate, and by actively monitoring collections. Letters of credit are
required of certain customers depending on the size of the order, type of customer or its creditworthiness, and country of domicile.
As of December 31, 2020, three Semiconductor segment customers individually represented16%, 14% and 13% of accounts receivable. As of September 30, 2020,
two Semiconductor customers individually represented 11% and 10% of accounts receivable.
We maintain our cash and cash equivalents in multiple financial institutions. Balances in the United States, which account for approximately88% and 89% of total
cash balances as of December 31, 2020 and September 30, 2020, respectively, are primarily invested in U.S. Treasuries or are in financial institutions insured by the Federal
Deposit Insurance Corporation (“FDIC”). The remainder of our cash is maintained with financial institutions with reputable credit in China, the United Kingdom, Singapore and
Malaysia. We maintain cash in bank accounts in amounts which at times may exceed federally insured limits. We have not experienced any losses on such accounts.
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Refer to Note 10 to Condensed Consolidated Financial Statements for information regarding major customers, foreign sales and revenue in other countries subject to
fluctuation in foreign currency exchange rates.
Impact of Recently Issued Accounting Pronouncements
There have been no material changes or additions to the recently issued accounting standards other than those previously reported in Note 1 to our Consolidated
Financial Statements in Part II, Item 8 of our Annual Report on Form 10-K for the year ended September 30, 2020 that affect or may affect our consolidated financial
statements.
2. Contracts with Customers
The components of contract liabilities are as follows, in thousands:
December 31,
2020

Customer deposits
Contract liabilities

$
$

September 30,
2020

1,156
1,156

$
$

1,224
1,224

3. Leases
We lease office space, buildings, land, vehicles and equipment. Lease agreements with an initial term of 12 months or less are not recorded on the balance
sheet. Instead, we recognize the lease expense as incurred over the lease term.
Certain lease agreements include one or more options to renew, with renewal terms that can extend the lease term fromone to five years. The exercise of lease renewal
options is at our sole discretion. Some agreements also include options to purchase the leased property. The estimated life of assets and leasehold improvements are limited by
the expected lease term, unless there is a transfer of title or purchase option reasonably certain of exercise.
Our lease agreements do not contain any material residual value guarantees or material restrictive covenants.
Significant Accounting Policy
We determine if a contract or arrangement is, or contains, a lease at inception. Balances related to operating leases are included in right-of-use (“ROU”) assets in our
Condensed Consolidated Balance Sheets. Balances related to financing leases are immaterial and are included in property and equipment, other current liabilities, and longterm lease liability in our Condensed Consolidated Balance Sheets. ROU assets represent our right to use an underlying asset for the lease term and lease liabilities represent
our obligation to make lease payments arising from the lease.
ROU assets and liabilities are recognized at commencement date based on the present value of lease payments over the lease term. As none of our leases provide an
implicit rate, we use our incremental borrowing rate based on the information available at commencement date in determining the present value of lease payments. The ROU
asset includes any prepaid lease payments and additional direct costs and excludes lease incentives. Our lease terms may include options to extend or terminate the lease when
it is reasonably certain that we will exercise that option.
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The following table provides information about the financial statement classification of our lease balances reported within the Condensed Consolidated Balance Sheets
as of December 31, 2020 and September 30, 2020, in thousands:
December 31,
2020

Assets
Operating lease assets
Finance lease assets
Total lease assets
Liabilities
Current
Operating lease liabilities
Finance lease liabilities
Non-current
Operating lease liabilities
Finance lease liabilities
Total lease liabilities

$
$

$

September 30,
2020

5,155
23
5,178

$

131
10

$

5,077
13
5,231

$

5,124
26
5,150

$

113
11
5,048
16
5,188

$

The following table provides information about the financial statement classification of our lease expenses reported in the Condensed Consolidated Statements of
Operations for the three months ended December 31, 2020 and 2019, in thousands:
Three Months Ended December 31,
2020
2019

Lease cost

Classification

Operating lease cost
Operating lease cost
Finance lease cost
Finance lease cost
Short-term lease cost
Total lease cost

Cost of sales
Selling, general and administrative expenses
Cost of sales
Selling, general and administrative expenses
Cost of sales

$

71
48
2
2
27
150

$

$

63
13
5
2
—
83

$

Future minimum lease payments under non-cancelable leases as of December 31, 2020 are as follows, in thousands:
Operating leases

Remainder of 2021
2022
2023
2024
2025
Thereafter
Total lease payments
Less: Interest
Present value of lease liabilities

$

Finance Leases

265
349
336
315
298
6,944
8,507
3,299
5,208

$

Total

8
8
6
2
—
—
24
1
23

Operating lease payments include $3.9 million related to options to extend lease terms that are reasonably certain of being exercised.
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$

$

273
357
342
317
298
6,944
8,531
3,300
5,231

The following table provides information about the remaining lease terms and discount rates applied as of December 31, 2020:
December 31,
2020

Weighted average remaining lease term
Operating leases
Finance leases
Weighted average discount rate
Operating leases
Finance leases

23.60 years
2.69 years
4.17 %
4.17 %

4. Earnings Per Share
Basic earnings per share (“EPS”) is computed by dividing net income (loss) by the weighted average number of common shares outstanding for the period. Diluted
EPS is computed similarly to basic EPS except that the denominator is increased to include the number of additional common shares that would have been outstanding if
potentially dilutive common shares had been issued. In the case of a net loss, diluted earnings per share is calculated in the same manner as basic EPS.
For the three months ended December 31, 2020 and 2019, options for471,000 and 703,000 weighted average shares, respectively, were excluded from the diluted EPS
calculations because they were anti-dilutive. These shares could become dilutive in the future.
A reconciliation of the denominators of the basic and diluted EPS calculations follows (in thousands, except per share amounts):
Three Months Ended December 31,
2020
2019

Numerator:
Net income (loss) from continuing operations
Net loss from discontinued operations
Net income (loss)

$
$
$

Denominator:
Weighted-average shares used to compute basic EPS
Common stock equivalents (1)
Weighted-average shares used to compute diluted EPS

719
—
719

$
$
$

14,072
45
14,117

(1,267 )
(665 )
(1,932 )

14,290
—
14,290

Basic income (loss) per share from continuing operations
Basic loss per share from discontinued operations
Net income (loss) per basic share

$
$
$

0.05
—
0.05

$
$
$

(0.09 )
(0.05 )
(0.14 )

Diluted income (loss) per share from continuing operations
Diluted loss per share from discontinued operations
Net income (loss) per diluted share

$
$
$

0.05
—
0.05

$
$
$

(0.09 )
(0.05 )
(0.14 )

(1)

The number of common stock equivalents is calculated using the treasury method and the average market price during the period.
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5. Inventory
The components of inventories are as follows, in thousands:
December 31,
2020

Purchased parts and raw materials
Work-in-process
Finished goods

$

September 30,
2020

12,824 $
3,593
4,046
20,463
(3,847 )
16,616 $

Excess and obsolete reserves
$

14,530
3,074
3,942
21,546
(4,269 )
17,277

6. Equity and Stock-Based Compensation
Stock-based compensation expense was $0.1 million in each of the three months ended December 31, 2020 and 2019. Stock-based compensation expense is included
in selling, general and administrative expenses.
The following table summarizes our stock option activity during the three months ended December 31, 2020:
Weighted
Average
Exercise Price

Options

Outstanding at beginning of period
Granted
Exercised
Forfeited
Outstanding at end of period
Exercisable at end of period
Weighted average fair value of options granted
during the period

696,665 $
180,000
(28,250 )
(30,665 )
817,750 $
596,002 $
$

7.00
5.60
4.79
14.07
6.50
6.83

2.97

The fair value of options was estimated at the applicable grant date using the Black-Scholes option pricing model with the following assumptions:
Three Months Ended
December 31, 2020

Risk free interest rate
Expected life
Dividend rate
Volatility

1%
6 years
—%
58 %

On November 29, 2018, we announced that our Board of Directors (the “Board”) approved a stock repurchase program, pursuant to which we were authorized to
repurchase up to $4 million of our outstanding common stock, par value $0.01 per share (“Common Stock”), over a one-year period. Repurchases under the program were to be
made in open market transactions at prevailing market prices, in privately negotiated transactions, or by other means in compliance with the rules and regulations of the SEC;
however, we had no obligation to repurchase shares and the timing, actual number, and value of shares to be repurchased was subject to management’s discretion and depended
on the Company’s stock price and other market conditions. Our Board could have terminated the repurchase program at any time while it was in effect. The term of our
repurchase program expired as of the quarter ended December 31, 2019. There were no shares repurchased under this repurchase program.
On February 4, 2020, the Board approved a new stock repurchase program, pursuant to which we may repurchase up to $4 million of our outstanding Common Stock
over a one-year period, commencing on February 10, 2020. Repurchases under the program will be made in open market transactions at prevailing market prices, in privately
negotiated transactions, or by other means in compliance with the rules and regulations of the SEC;
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however, we have no obligation to repurchase shares and the timing, actual number, and value of shares to be repurchased is subject to management’s discretion and will depend
on our stock price and other market conditions. We may, in the sole discretion of the Board, terminate the repurchase program at any time while it is in effect.Repurchased
shares may be retired or kept in treasury for further issuance. During the quarter ended March 31, 2020, we repurchased 366,000 shares of our Common Stock on the open
market at a total cost of approximately $2.0 million (an average price of $5.46 per share). All shares repurchased during the year ended September 30, 2020 have been retired.
There were no repurchases during the quarter ended December 31, 2020. Approximately $2 million remain available under the repurchase program as of December 31, 2020.
7. Income Taxes
For the three months ended December 31, 2020 and 2019, we recorded income tax expense at our continuing operations of $0.1 million and $41,000, respectively. Tax
expense for the three months ended December 31, 2020, includes a benefit of approximately $0.3 million related to the reversal of previously recorded uncertain tax positions.
In the three months ended December 31, 2019, we recorded income tax expense of $19,000 in our discontinued operations. The quarterly income tax provision is calculated
using an estimated annual effective tax rate, based upon expected annual income, permanent items, statutory rates and planned tax strategies in the various jurisdictions in which
we operate. However, losses in certain jurisdictions and discrete items are treated separately.
The Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”), which was signed into law on March 27, 2020, included a provision for a five-year
carryback of net operating losses. We have assessed the benefit of the provision and utilized a portion of the 2019 net operating loss carryback to offset income from 2018. The
impacts of this provision were recognized during fiscal 2020.
Deferred tax assets and liabilities reflect the tax effects of temporary differences between the carrying value of assets and liabilities for financial reporting purposes
and the amounts used for income tax purposes. We record a valuation allowance if, based on the weight of available evidence, it is more likely than not that some portion or all
of a deferred tax asset will not be realized. Our expectations regarding realization of our deferred tax assets is based upon the weight of all available evidence, including such
factors as our recent earnings history, expected future taxable income and available tax planning strategies. We established valuation allowances on substantially all net U.S.
deferred tax assets, after considering all of the available objective evidence, both positive and negative, historical and prospective, with greater weight given to historical
evidence, and determined it is not more likely than not that these assets will be realized. In 2020, we reversed a portion of the valuation allowance related to foreign deferred
tax assets which we have determined will be utilized against net operating income in future years. We will continue to monitor our cumulative income and loss positions in the
U.S. and foreign jurisdictions to determine whether full valuation allowances on net deferred tax assets are appropriate.
We classify all of our uncertain tax positions as income taxes payable long-term. At December 31, 2020 and September 30, 2020, the total amount of unrecognized
tax benefits was approximately $0.9 million and $1.2 million, respectively. Income taxes payable long-term includes other items, primarily withholding taxes that are not due
until the related intercompany service fees are paid.
We classify interest and penalties related to unrecognized tax benefits as income tax expense. As of December 31, 2020 and September 30, 2020, we had an accrual for
potential interest and penalties of approximately $0.6 million and $0.8 million, respectively, classified with income taxes payable long-term.
Amtech and one or more of its subsidiaries file income tax returns in China and other foreign jurisdictions, as well as in the U.S. and various states in the U.S. We have
not signed any agreements with the Internal Revenue Service, any state or foreign jurisdiction to extend the statute of limitations for any fiscal year. As such, the number of
open years is the number of years dictated by statute in each of the respective taxing jurisdictions, which generally is from 3 to 5 years.
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8. Commitments and Contingencies
Purchase Obligations – As of December 31, 2020, we had unrecorded purchase obligations in the amount of $4.7 million. These purchase obligations consist of
outstanding purchase orders for goods and services. While the amount represents purchase agreements, the actual amounts to be paid may be less in the event that any
agreements are renegotiated, canceled or terminated.
Legal Proceedings and Other Claims – From time to time, we are a party to claims and actions for matters arising out of our business operations. We regularly
evaluate the status of the legal proceedings and other claims in which we are involved to assess whether a loss is probable or there is a reasonable possibility that a loss, or an
additional loss, may have been incurred and determine if accruals are appropriate. If accruals are not appropriate, we further evaluate each legal proceeding to assess whether
an estimate of possible loss or range of possible loss can be made for disclosure. Although the outcome of claims and litigation is inherently unpredictable, we believe that we
have adequate provisions for any probable and estimable losses. It is possible, nevertheless, that our consolidated financial position, results of operations or liquidity could be
materially and adversely affected in any particular period by the resolution of a claim or legal proceeding. Legal expenses related to defense, negotiations, settlements, rulings
and advice of outside legal counsel are expensed as incurred.
Employment Contracts – We have employment contracts and change in control agreements with, and severance plans covering, certain officers and management
employees under which severance payments would become payable in the event of specified terminations without cause or terminations under certain circumstances after a
change in control. If severance payments under the current employment contracts or severance plans were to become payable, the severance payments would generally range
from twelve to thirty-six months of salary.
9. Business Segment Information
With the divesture of our Automation segment in the first quarter of fiscal 2020, we evaluated our organizational structure and concluded that we have two reportable
business segments following the divestiture. Our two reportable segments are as follows:
Semiconductor – We design, manufacture, sell and service thermal processing equipment and related controls for use by leading semiconductor manufacturers, and in
electronics, automotive and other industries.
SiC/LED – We produce consumables and machinery for lapping (fine abrading) and polishing of materials, such as sapphire substrates, optical components, silicon
wafers, numerous types of crystal materials, ceramics and metal components.
Information concerning our business segments is as follows, in thousands:
Three Months Ended December 31,
2020

Net Revenues:
Semiconductor
SiC/LED
Non-segment related

$

$
Operating income (loss):
Semiconductor
SiC/LED
Non-segment related

$

$
16

2019

15,575
2,400
—
17,975

$

2,197
(66 )
(1,077 )
1,054

$

$

$

17,232
2,817
643
20,692
2,722
534
(1,619 )
1,637

December 31,
2020

Identifiable Assets:
Semiconductor
SiC/LED
Non-segment related*

$

$
*

55,007
12,934
36,586
104,527

September 30,
2020

$

$

51,648
12,717
37,733
102,098

Non-segment related assets include cash, property, income tax assets and other assets.

Goodwill and other long-lived assets
We review our long-lived assets, including goodwill, for impairment at least annually in our fourth quarter or whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Additional information on impairment testing of long-lived assets, intangible assets and goodwill can be found in
Notes 1 and 10 of our Annual Report on Form 10-K for the year ended September 30, 2020.
10. Major Customers and Foreign Sales
During the three months ended December 31, 2020, three customers individually represented16%, 15% and 13% of our net revenues. During the three months ended
December 31, 2019, one Semiconductor segment customer individually represented 11% of our net revenues.
Our net revenues were from customers in the following geographic regions:
Three Months Ended December 31,
2020
2019

United States
Other
Total North America
China
Malaysia
Taiwan
Other
Total Asia
Germany
Other
Total Europe

19 %
1%
20 %
24 %
3%
32 %
9%
68 %
2%
10 %
12 %
100 %

33 %
9%
42 %
23 %
2%
13 %
6%
44 %
3%
11 %
14 %
100 %

11. Assets Held for Sale, Discontinued Operations and Disposals
Discontinued Operations
In April 2019, we announced that our Board determined that it was in the long-term best interest of the Company to exit the solar business segment and focus our
strategic efforts on our semiconductor and silicon carbide/polishing business segments in order to more fully realize the opportunities the Company believes are presented in
those areas. The divestitures of our solar business included our Tempress and SoLayTec subsidiaries, which comprised substantially all of our Solar segment. We classified
substantially all of the Solar segment as held for sale in our Condensed Consolidated Balance Sheets and reported its results as discontinued operations in our Condensed
Consolidated Statements of Operations for periods reported subsequent to the announcement.
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On June 7, 2019 (“SoLayTec Sale Date”), we completed the sale of our subsidiary, SoLayTec, to a third party located in the Netherlands. Upon the sale, we
recognized a gain of approximately $1.6 million, which we reported as gain on sale of subsidiary in our Consolidated Statements of Operations for the three months ended June
30, 2019. Effective on the SoLayTec Sale Date, SoLayTec is no longer included in our consolidated financial statements.
Effective January 22, 2020 (“Tempress Sale Date”), we completed the sale of our subsidiary, Tempress Group Holding B.V. (“Tempress”) for nominal consideration
to a third party located in the Netherlands. In connection with this sale transaction, we provided an unsecured term loan to Tempress in the principal sum of $2.25 million, to be
used to fund Tempress’ working capital requirements and to facilitate the restructuring of Tempress’ operations. We forgave $ 0.5 million of the loan in accordance with the
terms of the loan agreement. We recorded a pre-tax loss on deconsolidation of approximately $10.9 million, of which approximately $7.2 million was the recognition of
previously recorded accumulated foreign currency translation losses. The total pre-tax loss does not have a material effect on our cash balances at our continuing
operations. We also recognized a significant tax benefit relating to this loss, which can be carried over to future years. Effective on the Tempress Sale Date, Tempress is no
longer included in our consolidated financial statements.
Operating results of our discontinued solar operations were as follows, in thousands:
Three Months Ended
December 31, 2019

Revenues, net of returns and allowances
Cost of sales
Gross profit
Selling, general and administrative
Research, development and engineering
Operating loss
Interest expense and other, net
Loss from discontinued operations before
income taxes
Income tax provision
Net loss from discontinued
operations, net of tax

$

5,287
4,139
1,148
1,338
449
(639 )
(7 )
(646 )
19

$

(665 )

Amtech’s Condensed Consolidated Statements of Cash Flows combines cash flows from discontinued operations with cash flows from continuing operations within
each cash flow statement category. The following table summarizes selected cash flow information for discontinued operations, in thousands:
Three Months Ended December
31, 2019

Loss from discontinued operations, net of tax
Depreciation and amortization
Reversal of allowance for
doubtful accounts, net
Purchases of property, plant and equipment

$
$

(665 )
135

$
$

(66 )
1

Other Disposal
On December 13, 2019 (“R2D Sale Date”), we finalized the sale of our subsidiary, R2D Automation SAS (“R2D”), to certain members of R2D’s management
team. Upon the sale, we recognized a loss of approximately $2.8 million, which we reported as loss on sale of subsidiary in our Condensed Consolidated Statements of
Operations for the three months ended December 31, 2019. Effective on the R2D Sale Date, R2D is no longer included in our consolidated financial statements. R2D does not
meet the discontinued operations or held-for-sale criteria.
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Item 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our “Condensed Consolidated Financial
Statements” in Item 1 of this Quarterly Report on Form 10-Q (“Quarterly Report”) and our consolidated financial statements and related notes included in Item 8, “Financial
Statements and Supplementary Data” in our Annual Report on Form 10-K for the fiscal year ended September 30, 2020.
Overview
We are a leading, global manufacturer of capital equipment, including thermal processing and wafer polishing and related consumables used in fabricating
semiconductor devices, such as silicon carbide (SiC) and silicon power devices, analog and discrete devices, electronic assemblies and light-emitting diodes (LEDs). We sell
these products to semiconductor device and module manufacturers worldwide, particularly in Asia, North America and Europe.
We operate in two reportable business segments, based primarily on the industry they serve: (i) Semiconductor, and (ii) SiC/LED. In our Semiconductor segment, we
supply thermal processing equipment, including solder reflow ovens, diffusion furnaces, and custom high-temp belt furnaces for use by semiconductor and electronics assembly
manufacturers. In our SiC/LED segment, we produce substrate consumables and machinery for lapping (fine abrading) and polishing of materials, such as silicon wafers for
semiconductor products, sapphire wafers for LED applications, and compound substrates, like silicon carbide wafers, for power device applications.
Our semiconductor customers are primarily manufacturers of integrated circuits and optoelectronics sensors and discrete (O-S-D) components used in analog, power
and radio frequency (RF). The semiconductor industry is cyclical and historically has experienced fluctuations. Our revenue is impacted by these broad industry trends.
Although semiconductor demand for our products may have reached its cyclical peak in our fiscal year ended September 30, 2018, we believe that continued technological
advances and emerging industries, such as silicon carbide power devices, will sustain our long-term performance.
Strategy
We continue to focus on our plans to profitably grow our business and have developed a strategic growth plan and a capital allocation plan that we believe will support
our growth objectives. Our strategic growth plan calls for profitable growth as the semi industry recovers, with the following areas of focus:
•

Emerging opportunities in the SiC industry – We believe we are well-positioned to take part in this significant growth area, specifically as it relates to silicon
carbide wafer capacity expansion. We are working closely with our customers to understand their SiC growth plans and opportunities. We are investing in our
capacity, next generation product development, and in our people. We believe these investments will help fuel our growth in the SiC industry.

•

300mm Horizontal Thermal Reactor – We have a highly successful and proven 300mm horizontal diffusion solution for growing power semiconductor
applications. We have a strong foundation with the leading 300mm power chip manufacturer, and, in fiscal 2019, we announced an order to another industryleading manufacturer. In February 2020, we announced another order from a top-tier global power semiconductor customer in Asia, and in August 2020, we
announced a repeat order for our 300mm solution. We believe we have a strong opportunity to continue expanding our customer base and grow revenue with
our 300mm solution.

•

As a major revenue contributor to our organization, BTU International, Inc. (BTU) will continue to track semi industry growth cycles for our advanced semipackaging and SMT products, in addition to specialized custom belt furnaces used in automotive and other specialized industrial applications. We believe that
through investments in product innovation, BTU has an opportunity to grow further, especially in high growth applications of electric vehicles (EV) and 5G
communications.
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We anticipate that the required investments to achieve our revenue growth targets will be in the range of $6.0 - $8.0 million in research and development and capital
expenditures. We may also need to make investments in other areas of our business, such as management information systems and capacity expansions at other existing
manufacturing facilities. Our current capacity expansion plans include the relocation of our Shanghai, China manufacturing facility upon the expiration of the current lease in
the third quarter of 2021. The new facility will increase capacity in support of our Pyramax product line, serving our Advanced Packaging, other semiconductor packaging and
SMT customers. Additionally, as a capital equipment manufacturer, we will need working capital to support and fuel our future growth. We are and will continue to closely
scrutinize these planned investments, in light of the COVID-19 challenges, and we may defer some of our projects. However, we intend to continue to invest in our business to
support and fuel our future growth.
In addition to these investments in our organic growth, another key aspect of our capital allocation policy is our plan to grow through acquisitions. We have the
expertise and track record to identify strong acquisition targets in the semi and SiC growth environment and to execute transactions and integrations to provide for value
creating, profitable growth in both the short-term and long-term. As of the date of the filing of this Quarterly Report on Form 10-Q, we do not have a definitive agreement to
acquire any acquisition target.
COVID-19
On January 30, 2020, the World Health Organization declared an outbreak of COVID-19. In March 2020, the outbreak of COVID-19 was recognized as a pandemic
by the World Health Organization, and the outbreak has become increasingly widespread, including in all of the markets in which we operate. The COVID-19 outbreak has had
a notable impact on general economic conditions, including but not limited to the temporary closures of many businesses; “shelter in place” and other governmental regulations;
and reduced spending due to both job losses and other effects attributable to COVID-19. As a key supplier to essential businesses, we have continued to supply our products and
services to those businesses deemed essential businesses in the states in which we operate. However, our business is subject to the general health of the economy and federal and
local guidelines and restrictions have significantly curtailed the level of economic activity in affected areas, which include the areas in which we conduct our business. Despite
this backdrop, and the natural volatility of the capital equipment markets we serve, we have been successful in mitigating disruptions to our business while limiting operating
losses to nominal levels.
Although we still do not yet know the full duration and extent the impact of COVID-19 will have on our operations, we currently expect the negative impact to be a
temporary trend. We have implemented procedures to maximize our ability to continue to provide products and services to our customers and to mitigate the effect of the
downturn on our results of operations, including minimizing costs where appropriate. There remain many unknowns and we continue to monitor the expected trends and related
demand for our products and services and have and will continue to adjust our operations accordingly. Please see additional information in “Item 1a. Risk Factors.”
Amtech has a strong financial position with $45.6 million in cash and cash equivalents as of December 31, 2020 and $5.1 million of mortgage-related debt. In addition,
we are pursuing relief options available to us, such as deferring social security tax payments, payroll tax credits, and utilizing certain changes in tax loss carryback rules to
receive refunds for prior tax years. We are reviewing and implementing actions on an ongoing basis to reduce cash outlays and expenses. As a result of these efforts and our
strong balance sheet, we believe we have enough cash to sustain us for at least the next twelve months. However, if the recovery takes longer than expected, we believe we have
the ability to make additional adjustments as needed.
Solar and Automation Divestitures
On April 3, 2019, we announced that our Board of Directors (the “Board”) determined that it was in the long-term best interest of the Company to exit the solar
business segment and focus our strategic efforts on our semiconductor and silicon carbide/polishing business segments in order to more fully realize the opportunities the
Company believes are presented in those areas. We completed the sale of our solar subsidiaries, SoLayTec and Tempress, on June 7, 2019 and January 22, 2020, respectively.
Additionally, on December 13, 2019, we completed the sale of our automation division, R2D, to certain members of R2D’s management team.
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Segment Reporting Changes
With the divestiture of our Automation segment in the first quarter of fiscal 2020, we evaluated our organization structure and concluded that we have two reportable
business segments following the divestiture.
Results of Operations
The following table sets forth certain operational data as a percentage of net revenue for the periods indicated:
Three Months Ended December 31,
2020
2019

Net revenue
Cost of sales
Gross margin
Selling, general and administrative
Research, development and engineering
Operating income
Loss on sale of subsidiary
Interest expense and other, net
Income (loss) from continuing operations before
income taxes
Income tax provision
Income (loss) from continuing operations, net of tax
Loss from discontinued operations, net of tax
Net income (loss)

100 %
58 %
42 %
29 %
7%
6%
—%
(1 )%

100 %
60 %
40 %
29 %
3%
8%
(14 )%
—%

5%
1%
4%
—%
4%

(6 )%
—%
(6 )%
(3 )%
(9 )%

In the second quarter of 2019, we began the process to divest our solar business. As such, we have reported the results of the Solar segment as discontinued operations
in our Condensed Consolidated Statements of Operations for all periods presented.
Net Revenue
Net revenue consists of revenue recognized upon shipment or installation of equipment, with the exception of products using new technology, for which revenue is
recognized upon customer acceptance. Spare parts sales are recognized upon shipment and service revenue is recognized upon completion of the service activity, which is
generally ratable over the term of the service contract. Since the majority of our revenue is generated from large system sales, revenue and operating income can be significantly
impacted by the timing of system shipments and system acceptances.
Our net revenue by operating segment was as follows (dollars in thousands):
Three Months Ended December 31,
2020
2019

Segment

Semiconductor
SiC/LED
Non-segment related
Total net revenue

$

$

15,575
2,400
—
17,975

$

$

17,232
2,817
643
20,692

Incr (Decr)

$

$

(1,657 )
(417 )
(643 )
(2,717 )

% Change

(10 )%
(15 )%
(100 )%
(13 )%

Total net revenue for the quarters ended December 31, 2020 and 2019 was $18.0 million and $20.7 million, respectively, a decrease of approximately $2.7 million or
13%. Our semiconductor segment revenues are dependent on our customers’ expansions, and our results have been negatively impacted by the uncertainty in the global
economy due primarily to the impact of the COVID-19 virus, as well as lingering trade tensions between the U.S. and China. We believe the impact from the COVID-19 virus
on both our China and U.S. operations are temporary trends, as we experienced a return to near-capacity in our China factory during the third fiscal quarter of 2020.
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However, we also believe that we will continue to experience some level of volatility in our bookings and shipments as various states and countries experience resurgences of
the virus as well as the possible emergence of new strains of the virus. Despite the uncertainty caused by the COVID-19 virus, we believe there remains significant potential in
the SiC industry and long-term growth in power semiconductor. SiC/LED revenue decreased due to lower machine sales between periods. Non-segment related revenues relate
to R2D, the automation division that we divested in December 2019.
Backlog and Orders
Our backlog as of December 31, 2020 and 2019 was as follows (dollars in thousands):
December 31,
Segment

2020

Semiconductor
SiC/LED
Total backlog

$

12,750
1,049
13,799

$

2019

$
$

12,764
680
13,444

Incr (Decr)

$

% Change

(14 )
369
355

$

(0 )%
54 %
3%

New orders booked in the three months ended December 31, 2020 and 2019 were as follows (dollars in thousands):
Three Months Ended December 31,
2020
2019

Segment

Semiconductor
SiC/LED
Total new orders

$

15,483
2,386
17,869

$

$
$

15,094
2,531
17,625

Incr (Decr)

$
$

% Change

389
(145 )
244

3%
(6 )%
1%

As of December 31, 2020, two Semiconductor customers individually accounted for 18% and 11% of our backlog. No other customer accounted for more than 10% of
our backlog as of December 31, 2020. Four customers accounted for 48% of our backlog as of December 31, 2020. The orders included in our backlog are generally credit
approved customer purchase orders believed to be firm and are generally expected to ship within the next twelve months. Because our orders are typically subject to
cancellation or delay by the customer, our backlog at any particular point in time is not necessarily representative of actual sales for succeeding periods, nor is backlog any
assurance that we will realize profit from completing these orders.
Gross Profit and Gross Margin
Gross profit is the difference between net revenue and cost of goods sold. Cost of goods sold consists of purchased material, labor and overhead to manufacture
equipment and spare parts and the cost of service and support to customers for installation, warranty and paid service calls. Gross margin is gross profit as a percent of net
revenue. Our gross profit and gross margin by operating segment were as follows (dollars in thousands):
Segment

Semiconductor
SiC/LED
Non-segment related
Total gross profit

2020

$

$

6,912
600
—
7,512

Three Months Ended December 31,
2019
Gross Margin

Gross Margin

44 %
25 %
—%
42 %

$

$

7,186
979
9
8,174

Incr (Decr)

42 %
35 %
1%
40 %

$

$

(274 )
(379 )
(9 )
(662 )

Gross profit for the three months ended December 31, 2020 and 2019 was $7.5 million (42% of net revenue) and $8.2 million (40% of net revenue), respectively, a
decrease of $0.7 million. Our gross margins can be affected by capacity utilization and the type and volume of machines and consumables sold each quarter. Gross margin on
products from our Semiconductor segment increased compared to the three months ended December 31, 2019, due primarily to favorable product mix. Gross margin on
products from our SiC/LED segment decreased compared to
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the three months ended December 31, 2019, due primarily to lower revenue spread over higher fixed costs as a result of our capacity expansion in fiscal 2020.
Selling, General and Administrative
Selling, general and administrative expenses (“SG&A”) consists of the cost of employees, consultants and contractors, facility costs, sales commissions, shipping costs,
promotional marketing expenses, legal and accounting expenses and bad debt expense.
SG&A expenses for the three months ended December 31, 2020 and 2019 were $5.2 million and $5.9 million, respectively. SG&A decreased compared to the prior
year quarter due primarily to reduced legal fees related to the Solar divestiture, no longer having R2D SG&A included in our results and lower travel due to the COVID-19
pandemic.
Research, Development and Engineering
Research, development and engineering (“RD&E”) expenses consist of the cost of employees, consultants and contractors who design, engineer and develop new
products and processes as well as materials and supplies used in producing prototypes. We receive reimbursements through governmental research and development grants
which are netted against these expenses when certain conditions have been met.
RD&E expense, net of grants earned, for the three months ended December 31, 2020 and 2019 were $1.2 million and $0.6 million, respectively. The increase in RD&E
expense is due to increased spending related to product improvement projects at our Semiconductor segment and the development of new products at our SiC/LED segment.
Income Taxes
For the three months ended December 31, 2020 and 2019, we recorded income tax expense at our continuing operations of $0.1 million and $41,000, respectively. Tax
expense for the three months ended December 31, 2020, includes a benefit of approximately $0.3 million related to the reversal of previously recorded uncertain tax positions.
In the three months ended December 31, 2019, we recorded income tax expense of $19,000 in our discontinued operations. The income tax provisions are based upon estimates
of annual income, annual permanent differences and statutory tax rates in the various jurisdictions in which we operate, except that certain loss jurisdictions and discrete items
are treated separately.
Generally accepted accounting principles require that a valuation allowance be established when it is “more likely than not” that all or a portion of deferred tax assets
will not be realized. A review of all available positive and negative evidence needs to be considered, including a company’s performance, the market environment in which the
company operates and the length of carryback and carryforward periods. According to those principles, it is difficult to conclude that a valuation allowance is not needed when
the negative evidence includes cumulative losses in recent years. We have concluded that we will maintain a full valuation allowance for all net deferred tax assets related to the
carryforwards of U.S. net operating losses and foreign tax credits. We will continue to monitor our cumulative income and loss positions in the U.S. and foreign jurisdictions to
determine whether full valuation allowances on net deferred tax assets are appropriate.
Our future effective income tax rate depends on various factors, such as the amount of income (loss) in each tax jurisdiction, tax regulations governing each region,
non-tax deductible expenses incurred as a percent of pre-tax income and the effectiveness of our tax planning strategies.
Discontinued Operations
As disclosed previously in the “Solar and Automation Divestitures” section, we announced that our Board determined that it was in the long-term best interest of the
Company to exit the solar business segment and focus our strategic efforts on our semiconductor and silicon carbide/polishing business segments in order to more fully realize
the opportunities we believe are presented in those areas. The divestitures included our Tempress and SoLayTec
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subsidiaries, which comprised substantially all of our Solar segment. As such, we reported the results of the Solar segment as discontinued operations in our Condensed
Consolidated Statements of Operations. SoLayTec was sold effective June 7, 2019, and Tempress was sold effective January 22, 2020 (see Note 11 for additional information).
Liquidity and Capital Resources
The following table sets forth for the periods presented certain consolidated cash flow information (in thousands):
Three Months Ended December 31,
2020
2019

Net cash provided by (used in) operating activities
Net cash used in investing activities
Net cash provided by financing activities
Effect of exchange rate changes on cash, cash equivalents and
restricted cash
Net increase in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash, beginning of period*
Cash, cash equivalents and restricted cash, end of period*
*

$

$

104
(198 )
42
596
544
45,070
45,614

$

$

(168 )
(820 )
598
1,141
751
59,134
59,885

Includes Cash, Cash Equivalents and Restricted Cash that are included in Held-For-Sale Assets on the Condensed Consolidated Balance Sheets for periods prior to
January 22, 2020.

Cash and Cash Flow
The increase in cash and cash equivalents from September 30, 2020 of $0.5 million was primarily due to proceeds from the exercise of stock options and the favorable
effect of exchange rate changes on our cash balances. We maintain a portion of our cash and cash equivalents in RMB at our Chinese operations; therefore, changes in the
exchange rates have an impact on our cash balances. Our working capital was $70.6 million as of December 31, 2020 and $69.1 million as of September 30, 2020. The
increase in our working capital occurred primarily due to increases in our accounts receivable and cash balances, which were partially offset by increases in accounts payable
and accrued compensation. Our ratio of current assets to current liabilities was 9.4:1 as of December 31, 2020, and 10.2:1 as of September 30, 2020.
The success of our growth strategy is dependent upon the availability of additional capital resources on terms satisfactory to management. Our sources of capital in the
past have included the sale of equity securities, which includes common stock sold in private transactions and public offerings, long-term debt and customer deposits. There
can be no assurance that we can raise such additional capital resources when needed or on satisfactory terms. We believe that our principal sources of liquidity discussed above
are sufficient to support operations for at least the next twelve months. We have never paid dividends on our common stock.
Cash Flows from Operating Activities
Cash provided by our operating activities was approximately $0.1 million for the three months ended December 31, 2020, compared to cash used in operating activities
of $0.2 million for the three months ended December 31, 2019, an increase of approximately $0.3 million. During the three months ended December 31, 2020, net income
adjusted for non-cash items of $1.2 million was mostly offset by $1.1 million of cash used in operations as a result of changes in operating assets and liabilities. During the three
months ended December 31, 2019, net loss adjusted for non-cash items provided cash of $2.4 million, which was offset by $2.6 million of cash used in operations as a result of
changes in operating assets and liabilities.
Cash Flows from Investing Activities
For the three months ended December 31, 2020 and 2019, cash used in investing activities was $0.2 million compared to $0.8 million in the prior year period. The
amount for the first quarter of fiscal 2021 relates solely to
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capital expenditures. The amount for the first quarter of fiscal 2020 reflects the divestiture of our automation business as well as approximately $0.2 million of capital
expenditures. We expect capital expenditures to increase throughout 2021 as we initiate and complete the relocation of our Semiconductor manufacturing facility in Shanghai,
China after the current lease expires in the third quarter of 2021.
Cash Flows from Financing Activities
For the three months ended December 31, 2020, $42,000 of cash provided by financing activities was comprised of approximately $135,000 of proceeds received from
the exercise of stock options, which was mostly offset by payments on long-term debt of $93,000. For the three months ended December 31, 2019, $0.6 million of cash
provided by financing activities was comprised of $0.7 million of proceeds received from the exercise of stock options, which was partially offset by payments on long-term
debt of $0.1 million.
Off-Balance Sheet Arrangements
As of December 31, 2020, we had no off-balance sheet arrangements as defined in Item 303(a)(4) of Regulation S-K promulgated by the SEC that have or are
reasonably likely to have a current or future effect on financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital
expenditures or capital resources that are material to investors.
Contractual Obligations
Unrecorded purchase obligations at our continuing operations were $4.7 million as of December 31, 2020, compared to $4.6 million as of September 30, 2020, an
increase of $0.1 million.
There were no other material changes to the contractual obligations included in Part II, Item 7. “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” of our Annual Report on Form 10-K for the year ended September 30, 2020.
Critical Accounting Policies
Part I, Item 2. “Management’s Discussion and Analysis of Financial Condition and Results of Operations” of this Quarterly Report discusses our condensed
consolidated financial statements that have been prepared in accordance with accounting principles generally accepted in the United States of America. The preparation of these
condensed consolidated financial statements requires us to make estimates and assumptions that affect the reported amount of assets and liabilities at the date of the condensed
consolidated financial statements, the disclosure of contingent assets and liabilities at the date of the condensed consolidated financial statements and the reported amounts of
revenue and expenses during the reporting period.
On an ongoing basis, we evaluate our estimates and judgments, including those related to revenue recognition, inventory valuation, accounts and notes receivable
collectability, warranty and impairment of long-lived assets. We base our estimates and judgments on historical experience and on various other factors that we believe to be
reasonable under the circumstances. The results of these estimates and judgments form the basis for making conclusions about the carrying value of assets and liabilities that are
not readily apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions.
A critical accounting policy is one that is both important to the presentation of our financial position and results of operations, and requires management’s most
difficult, subjective or complex judgments, often as a result of the need to make estimates about the effect of matters that are inherently uncertain. These uncertainties are
discussed in Part I, Item 1A of our Annual Report on Form 10-K for the year ended September 30, 2020. We believe our critical accounting policies relate to the more
significant judgments and estimates used in the preparation of our consolidated financial statements.
We believe the critical accounting policies discussed in the section entitled “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations – Critical Accounting Policies” in our Annual Report on Form 10-K for the fiscal year ended September 30, 2020 represent the most significant judgments and
estimates
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used in the preparation of our consolidated financial statements. There have been no significant changes in our critical accounting policies during the three months ended
December 31, 2020.
Impact of Recently Issued Accounting Pronouncements
For discussion of the impact of recently issued accounting pronouncements, see “Part I, Item 1. Financial Information” under “Impact of Recently Issued Accounting
Pronouncements.”
Item 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

As a smaller reporting company, as defined by Rule 12b-2 of the Exchange Act and in Item 10(f)(1) of Regulation S-K, we are electing scaled disclosure reporting
obligations and, therefore, are not required to provide the information requested by this Item.
Item 4.

CONTROLS AND PROCEDURES

Disclosure Controls and Procedures
Our management, including our Chief Executive Officer (“CEO”) and our Chief Financial Officer (“CFO”), has carried out an evaluation of the effectiveness of our
disclosure controls and procedures as of December 31, 2020, pursuant to Exchange Act Rules 13a-15(e) and 15(d)-15(e). Disclosure controls and procedures means controls
and other procedures that are designed to ensure that information required to be disclosed by the Company in the reports it files or submits under the Exchange Act is recorded,
processed, summarized and reported within the time periods specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and
procedures designed to ensure that information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act is accumulated and
communicated to management, including the principal executive and principal financial officer, as appropriate, to allow timely decisions regarding required disclosure. Based
upon that evaluation, our CEO and CFO have concluded that as of such date, our disclosure controls and procedures in place were effective.
Changes in Internal Control Over Financial Reporting
There have not been any changes in the Company’s internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) under the
Exchange Act) during the first fiscal quarter to which this report relates that materially affected, or are reasonably likely to materially affect, the internal control over financial
reporting of the Company.
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PART II. OTHER INFORMATION
Item 1.

Legal Proceedings

For discussion of legal proceedings, see Note 8 to our condensed consolidated financial statements under “Part I, Item 1. Financial Information” under “Commitments
and Contingencies” of this Quarterly Report.
Item 1A.

Risk Factors

We refer you to documents filed by us with the SEC, specifically “Item 1A. Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended September 30,
2020 (the “2020 Form 10-K”), which identifies important risk factors that could materially affect our business, financial condition and future results. We also refer you to the
factors and cautionary language set forth in the section entitled “Cautionary Statements Regarding Forward-Looking Statements” immediately preceding “Item 1. Condensed
Consolidated Financial Statements” of this Quarterly Report on Form 10-Q. This Quarterly Report on Form 10-Q, including the accompanying condensed consolidated
financial statements and related notes, should be read in conjunction with such risks and other factors for a full understanding of our operations and financial condition. The
risks described in our 2020 Form 10-K and any described herein are not the only risks facing us. Additional risks and uncertainties not currently known to us or that we
currently deem to be immaterial also may materially adversely affect our business, financial condition or operating results. There have been no material changes to the risk
factors previously disclosed in our 2020 Form 10-K.
Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds

Issuer Purchases of Equity Securities
On February 4, 2020, the Board approved a new stock repurchase program, pursuant to which the Company may repurchase up to $4 million of its outstanding
Common Stock over a one-year period, commencing on February 10, 2020. Repurchases under the program will be made in open market transactions at prevailing market
prices, in privately negotiated transactions, or by other means in compliance with the rules and regulations of the SEC; however, the Company has no obligation to repurchase
shares and the timing, actual number, and value of shares to be repurchased is subject to management’s discretion and will depend on the Company’s stock price and other
market conditions. The Company may, in the sole discretion of the Board, terminate the repurchase program at any time while it is in effect. Repurchased shares may be retired
or kept in treasury for further issuance. During the quarter ended March 31, 2020, we repurchased 366,000 shares of our Common Stock on the open market at a total cost of
approximately $2.0 million (an average price of $5.46 per share). All shares repurchased during the year ended September 30, 2020 have been retired. Approximately $2
million remain available under the repurchase program as of December 31, 2020.
During the three months ended December 31, 2020, we did not repurchase any of our equity securities nor did we sell any equity securities that were not registered
under the Securities Act of 1933, as amended.
Item 3.

Defaults Upon Senior Securities
None.

Item 4.

Mine Safety Disclosures
Not applicable.

Item 5.

Other Information
None.
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Item 6.

Exhibits

EXHIBIT
NO.

EXHIBIT DESCRIPTION

FORM

INCORPORATED BY REFERENCE
FILE NO.
EXHIBIT NO.

FILING DATE

FILED
HEREWITH

31.1 Certification Pursuant to Rule 13a-14(a)/15d-14(a) of the
Securities Exchange Act of 1934, as Amended

X

31.2 Certification Pursuant to Rule 13a-14(a)/15d-14(a) of the
Securities Exchange Act of 1934, as Amended

X

32.1 Certification Pursuant to 18 U.S.C. Section 1350, as
Adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002

X

32.2 Certification Pursuant to 18 U.S.C. Section 1350, as
Adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002

X

101.INS Inline XBRL Instance Document – the instance
document does not appear in the Interactive Data File
because its XBRL tags are embedded within the Inline
XBRL document.

X

101.SCH Inline XBRL Taxonomy Extension Schema Document

X

101.PRE Inline Taxonomy Presentation Linkbase Document

X

101.CAL Inline XBRL Taxonomy Calculation Linkbase Document

X

101.LAB Inline XBRL Taxonomy Label Linkbase Document

X

101.DEF Inline XBRL Taxonomy Extension Definition Linkbase
Document

X

104 Cover Page Interactive Data File (embedded within the
Inline XBRL document)

X
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SIGNATURES
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.
AMTECH SYSTEMS, INC.
By

/s/ Lisa D. Gibbs
Lisa D. Gibbs
Vice President and Chief Financial Officer
(Principal Financial Officer and Duly Authorized Officer)

Dated:
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February 11, 2021

Exhibit 31.1
AMTECH SYSTEMS, INC. AND ITS SUBSIDIARIES
CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED
I, Michael Whang, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Amtech Systems, Inc. (the “registrant”),

2.

Based on my knowledge, this quarterly 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 quarterly 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 quarterly 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:

5.

(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 this 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; and

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.

By

/s/ Michael Whang
Michael Whang
Chief Executive Officer
Amtech Systems, Inc.

Date:

February 11, 2021

Exhibit 31.2
AMTECH SYSTEMS, INC. AND ITS SUBSIDIARIES
CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED
I, Lisa D. Gibbs, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Amtech Systems, Inc. (the “registrant”),

2.

Based on my knowledge, this quarterly 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 quarterly 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 quarterly 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:

5.

(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 this 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; and

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.

By

/s/ Lisa D. Gibbs
Lisa D. Gibbs
Vice President and Chief Financial Officer
Amtech Systems, Inc.

Date:

February 11, 2021

Exhibit 32.1
AMTECH SYSTEMS, INC. AND ITS SUBSIDIARIES
CERTIFICATION 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 of Amtech Systems, Inc. (the “Company”) on Form 10-Q for the period ended December 31, 2020, as filed with the Securities
and Exchange Commission on the date hereof (the “Report”), I, Michael Whang, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. section 1350, as
adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:
(1)

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

By

/s/ Michael Whang
Michael Whang
Chief Executive Officer
Amtech Systems, Inc.

Date:

February 11, 2021

The foregoing certification is being furnished pursuant to 18 U.S.C. Section 1350. It is not being filed for purposes of Section 18 of the Securities Exchange Act of 1934,
as amended, and it is not to be incorporated by reference into any filing of the Company, regardless of any general incorporation language in such filing.

Exhibit 32.2
AMTECH SYSTEMS, INC. AND ITS SUBSIDIARIES
CERTIFICATION 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 of Amtech Systems, Inc. (the “Company”) on Form 10-Q for the period ended December 31, 2020, as filed with the Securities
and Exchange Commission on the date hereof (the “Report”), I, Lisa D. Gibbs, Vice President and Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C.
sections 1350, as adopted pursuant to sections 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:
(1)

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

By

/s/ Lisa D. Gibbs
Lisa D. Gibbs
Vice President and Chief Financial Officer
Amtech Systems, Inc.

Date:

February 11, 2021

The foregoing certification is being furnished pursuant to 18 U.S.C. Section 1350. It is not being filed for purposes of Section 18 of the Securities Exchange Act of 1934,
as amended, and it is not to be incorporated by reference into any filing of the Company, regardless of any general incorporation language in such filing.

