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FORWARD-LOOKING STATEMENTS

Certain statements in this Annual Report on Form 10-K (this “Form 10-K”), or incorporated by reference in this Form 10-K, of Onto Innovation Inc. 
(referred to in this Form 10-K, together with its consolidated subsidiaries, unless otherwise specified or suggested by the context, as the “Company,” “Onto 
Innovation,” “we,” “our” or “us”) are “forward-looking statements” or are based on “forward-looking statements,” including, but not limited to, those concerning:

• our business momentum and future growth; 

• technology development, product introduction and acceptance of our products and services; 

• our manufacturing practices and ability to deliver both products and services consistent with our customers’ demands and expectations and to 
strengthen our market position, including our ability to source components, materials, and equipment due to supply chain delays or shortages; 

• our acquisition and integration of Semilab USA LLC (“Semilab USA”);

• our expectations of the semiconductor market outlook; 

• future revenue, gross profits, research and development and engineering expenses, selling, general and administrative expenses, and cash 
requirements;

• the effects of political, economic, legal, and regulatory changes or conflicts on our global operations;

• the effects of natural disasters or public health emergencies on the global economy and on our customers, suppliers, employees, and business; 

• our dependence on certain significant customers and anticipated trends and developments in and management plans for our business and the 
markets in which we operate; and

• our ability to be successful in managing our cost structure and cash expenditures and results of litigation. 

Statements contained or incorporated by reference in this Form 10-K that are not purely historical are forward-looking statements and are subject to safe 
harbors created under 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 may be identified by words such as, but 
not limited to, “anticipate,” “believe,” “continue,” “estimate,” “expect,” “intend,” “plan,” “should,” “may,” “could,” “will,” “would,” “forecast,” “project” and 
words or phrases of similar meaning, as they relate to our management or us.

Forward-looking statements contained herein reflect our current expectations, assumptions and projections with respect to future events and are subject to 
certain risks, uncertainties and assumptions, such as those identified in Part I, Item 1A. “Risk Factors” and elsewhere in this Form 10-K. Actual results may differ 
materially and adversely from those included in such forward-looking statements. Forward-looking statements reflect our position as of the date of this report and 
we undertake no obligation to update any forward-looking statements, whether as a result of new information, future events or otherwise, except as required by 
law.
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PART I

Item 1. Business.

General

Onto Innovation® is a worldwide leader in the design, development, manufacture and support of metrology and inspection tools for the semiconductor 
industry, including process control tools that perform optical metrology and inspection on patterned and unpatterned wafers, including macro defect inspection of 
both 2D and 3D wafer features, wafer substrate and panel substrate lithography systems, and process control analytical software.  Our products are primarily used 
by silicon wafer manufacturers, semiconductor integrated circuit (“IC”) fabricators, and advanced packaging manufacturers operating in the semiconductor 
market. Our products are also used for process control in a number of other specialty device manufacturing markets, including light emitting diodes (“LED”), 
vertical-cavity surface-emitting lasers (“VCSEL”), micro-electromechanical systems (“MEMS”), CMOS image sensors (“CIS”), silicon and compound 
semiconductor (SiC and GaN) power devices, analog devices, RF filters, data storage, and certain industrial and scientific applications.

We provide process and yield management solutions used in bare silicon wafer production and wafer processing facilities, often referred to as “front-end” 
manufacturing, and advanced packaging of chips and test facilities, or “back-end” manufacturing, through a portfolio of standalone systems for optical metrology, 
macro-defect inspection, packaging lithography, as well as transparent and opaque thin film measurements. Our automated and integrated metrology systems 
measure critical dimensions, device structures, topography, shape, and various thin film compositions, including three-dimensional features and film thickness, as 
well as optical and material properties. Our primary areas of focus  include products that provide critical yield-enhancing and actionable information, which is 
used by microelectronic device manufacturers to improve yield and time to market of their next-generation devices.  Our systems feature sophisticated software 
and production-worthy automation. In addition, our advanced process control software portfolio includes powerful solutions for standalone tools, groups of tools, 
and factory-wide and enterprise-wide suites to enhance productivity and achieve significant cost savings. Our systems are backed by worldwide customer service 
and applications support. 

Semilab USA Acquisition

In the fourth quarter of 2025, the Company acquired Semilab USA, which was a subsidiary of Semilab International Zrt., which added three advanced 
product lines—FAaST®, CnCV® and MBIR—to Onto Innovation’s portfolio, enhancing the Company’s capabilities in inline wafer contamination monitoring, 
materials characterization and unique surface charge metrology.  For more information regarding these product lines, please see “Onto Innovation’s Products” 
below.

Industry Background

We participate in the sale, design, manufacture, marketing and support of process control systems across all major segments of the semiconductor industry 
for optical critical dimension (“OCD”) metrology, thin film metrology, silicon wafer inspection, including 2D and 3D macro inspection and lithography tools for 
advanced packaging and advanced analytical software for semiconductor manufacturing as well as inspection systems for certain industrial applications and 
scientific research. Our principal market is semiconductor capital equipment.  Semiconductors packaged as ICs, or “chips”, are used in consumer electronics, 
server and enterprise systems, mobile computing (including smart phones and tablets), data storage devices, and embedded automotive and control systems. Our 
core focus is the measurement and control of the structure, composition, and geometry of semiconductor devices as they are fabricated on silicon wafers to 
improve device performance and manufacturing yields. Our end customers manufacture many types of ICs for a multitude of applications, each having unique 
manufacturing challenges. This includes ICs to enable information processing and management (logic ICs), memory storage (NAND, 3D-NAND, and DRAM), 
analog devices (e.g., Wi-Fi and 5G radio ICs, power devices), MEMS sensor devices (accelerometers, pressure sensors, microphones), CMOS image sensors, and 
other specialty end markets including components for hard disk drives, LEDs, and power management devices.

Markets

Advanced Nodes. “Advanced nodes” refers to leading-edge ICs where the sizes of transistors and other features continue to shrink. Advanced nodes are 
associated with transistor dimensions less than 10 nanometers (nm), with the most advanced logic devices now in production using 3nm and 2nm transistor 
dimensions. Our metrology systems used to measure and characterize these small features are generally purchased when a customer is beginning development at a 
new, smaller node, in order to set up and test new manufacturing equipment being installed for production at the new node. Our process control/metrology 
equipment is generally installed prior to the installation of the actual process equipment for that reason. Additional process control equipment is normally 
purchased when the initial process yields have been stabilized and more 
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manufacturing capacity is required to meet production demands. Therefore, our sales to customers for advanced nodes is generally higher when manufacturing 
lines for new nodes are being established and may not represent continuous sales revenue until our initial systems reach high levels of utilization driven by the 
need for greater capacity. 

The growth in artificial intelligence (“AI”) based applications has generated significant demand and new technology requirements in the advanced node 
segment, including for both logic and memory devices.  Demand for our products also continues to be driven by our customers’ desire for higher overall chip 
performance enabled by a greater number of transistors per square millimeter, while improving power efficiency, logic processing capability, data storage volume 
and manufacturing yield.   To achieve these goals, our customers have increased their use of more complex materials and processing methods in their 
manufacturing flow. The primary path for performance gains is geometric scaling, known as node shrinks, or scaling of transistor dimensions. In some cases, our 
customers are implementing new materials and methods in high volume manufacturing, including materials and device architectures to reduce power 
consumption. To scale NAND memory, for example, a 3D layered architecture has been implemented for several customers with more than 700 storage cell 
layers for devices in production. Additional innovation continues in Data Storage, Power Devices, MEMS, and Image Sensors. We believe the use of these new 
materials and manufacturing methods has increased demand for our products such as the Atlas® product line, which is capable of measuring advanced nodes as 
certain features shrink beyond 7nm, to 5nm, 3nm and in the most advanced of cases, 2 nm or less.  

To shrink features, new methods, including multiple patterning lithography and extreme ultra-violet (“EUV”) lithography, have been developed. The EUV 
process is driving significantly higher requirements for the silicon wafers that are entering the EUV chamber. Small particles on the backside of the wafer 
measuring a few micrometers (microns) can distort the images being projected onto the top side. Our NovusEdge® inspection tool has been installed at major 
silicon wafer manufacturers to detect backside contamination and edge cracking as a final quality control mechanism before wafers are shipped to the 
semiconductor fabrication processes. The top side of wafers used for the EUV process is covered with an epitaxial layer, which must also be scanned for any 
impurities. This compositional analysis may be measured using our Element® system using Fourier Transform Infrared (“FTIR”) algorithms.   

Advanced Packaging. “Advanced packaging” refers to a variety of technologies on either wafer or panel level substrates (or both) that enable the 
miniaturization of electronic products, such as smartphones, watches, and tablets. Historically, IC packaging refers to the final stage of semiconductor device 
fabrication, in which a single circuit made from semiconducting material (a die or chip) is encased in a molded package using small wires to provide connections 
to a carrier that can be soldered to a printed circuit board and also prevents physical damage and corrosion to the chip.  Advanced packaging refers loosely to the 
multi-layer conductors and chip structures (other than wires) that often interconnect multiple die, feed them with electric power and create signal paths to and 
from the Printed Circuit (“PC”) board, dissipate their heat, and protect them from damage.  Today, the drive to pack more functions into a small space and reduce 
their power requirements demands that chip packages do much more than ever before to combine multiple chips and functions into a single molded package.  

One example of the technology used in advanced packaging is the 3D integration of semiconductors. This technology involves stacking individual chips in 
one integrated package. Through-silicon vias (“TSVs”) are vertical copper interconnects that are embedded from the bottom surface of a die to the top surface and 
use small copper/solder “bumps” to connect one chip to another. TSVs allow power and communication to be shared among the individually stacked components. 
This offers the advantages of shorter signal paths and, in turn, reduced power consumption, enhanced bandwidths, integration of heterogeneous components such 
as memory and logic chips, and smaller surface area. The processes required for 3D integration vary from one manufacturer to another and many continue to be 
optimized for yield and to ensure the functioning of individual stacked chips. 

Heterogeneous integrated (“HI”) packaging is another advanced packaging technology using copper pillars/bumps to vertically connect a wide variety of 
stacked die for 2.5D, and 3D integration techniques as well as horizontally connected chips and is considered the next disruptive technology for several reasons. 
First, HI packages using 3D stacking can significantly reduce the space needed inside an electronic device, such as a smartphone, by combining multiple 
chips/functions into a “system in a package” (“SIP”). Next, HI packages also improve a system’s performance by reducing power and signal conductor lengths, 
which previously were routed from package to package through a PC board using thin redistribution layers (“RDLs”) to connect chips that are side-by-side. 
Lastly, the technology is currently considered the preferred vehicle for next generation uses, such as SIP, and package on package formats.  As a result of the 
small overall form factor, HI packages provide the functionality needed in high-end mobile and wearable products. 

Our inspection systems and software are used for process control and detection of potential reliability failures in nearly all of these packages. Inspection 
rates for advanced packages are high throughout the assembly process to avoid a single defective chip from being assembled into a relatively expensive package. 
Thus, unlike the cyclical nature of our metrology equipment associated with node shrinks, our sales revenue for advanced packaging is generally driven by 
assembly volumes.  
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Recently, the growth in AI applications has generated significant demand and new technology requirements in the advanced packaging segment at both the wafer 
process and panel process levels.

Panel Substrate Manufacturing. One current process to manufacture advanced packaging involves attaching known good die to a 300mm wafer.  SIP 
packages can often contain side-by-side die, meaning the package can be large and limit the number of packages being placed on a wafer. In order to meet the 
growing demand at reduced average selling prices, manufacturers are looking to scalable technology. Advanced packaging facilities looking to improve Cost of 
Ownership and increase productivity are transitioning from 300mm wafers to large rectangular panels, which can be as large as 650mm x 650mm. This larger size 
enables companies manufacturing large area packages to increase the number of devices being processed at each step as they are no longer limited to operating 
within the constraints of a round wafer. By responding to market opportunities and addressing the stringent demands of customers’ technical roadmaps, we 
believe that Onto Innovation is optimally positioned to capitalize on the emerging market of high-volume manufacturing of advanced IC substrates.  For example, 
the JetStep® X500 lithography system, having emerged from the flat panel display market, is readily capable of processing RDLs on very thin advanced organic 
laminate panels in the semiconductor advanced packaging market. The Firefly® series of panel level macro inspection tools, designed for high resolution 
inspection, can provide defect detection and location information to the JetStep X500 tool for each die, which greatly improves lithography throughput using our 
exclusive StepFAST™ process. It also delivers a combination of defect classification and process throughput in a single software platform. It reduces capital 
investment requirements and provides a reliable pathway to transition from wafer to panel-based processes.

Technology

We believe that our expertise in our core technologies of optics and software and our combined investment in research and development will enable us to 
rapidly develop new technologies and products in order to quickly respond to emerging industry trends and competitive challenges. The breadth of our technology 
enables us to offer a diverse combination of metrology, inspection, and process control solutions. Unique features have been designed into our lithography 
systems to meet our customers’ changing process requirements. Our metrology and inspection technologies provide process control for the majority of advanced 
node wafers processed today in a semiconductor wafer fab. In front-end processes, OCD metrology, thin film metrology, wafer stress metrology and macro defect 
detection and classification technologies allow yield enhancement for critical processes such as photolithography, diffusion, etch, chemical mechanical 
planarization (“CMP”) and outgoing quality control. Within the back-end manufacturing processes, our 2D/3D advanced macro defect inspection provides our 
customers with critical quality assurance and process information. Defects may be created during probing, bumping, dicing, assembly processes (RDLs, TSVs, 
copper pillars, etc.) or general handling and can have a major impact on device and process quality. Lastly, we turn the gathered data into useful knowledge for 
our customers to make yield-enhancing decisions, which lower their scrap cost and environmental impact and improve their margins. 

Onto Innovation’s Products

Automated Metrology Systems.  The Atlas family of products represents our line of high-performance automated metrology systems providing OCD and 
thin film metrology and wafer stress metrology for transistor and interconnect metrology applications. The thin film and OCD technology is supported by our 
suite of solutions including our latest introductions of AI Diffract™ software, SpectraProbe™ software and AiGen X™ scalable computing engine, which enables 
visualization, modeling, and analysis of complex structures. 

AI Diffract is a modeling, visualization and analysis software that takes signals from the metrology systems, providing critical dimension, thickness, and 
optical properties from in-line measurements. The software has an intuitive three-dimensional modeling interface to provide visualization of today’s advanced and 
complex semiconductor devices. There are proprietary fitting algorithms in AI Diffract that enable very accurate and very fast calculations for signal processing 
for high fidelity model-based measurements. SpectraProbe is a model-less fitting engine that enables fast time to solution for in-line excursion detection and 
control. SpectraProbe complements the high-fidelity modeling of AI Diffract with a simple machine learning interface for rapid recipe deployment. The software 
is supported by Ai Gen X, an enterprise scale computing hardware system that is deployed to run the computing intensive analysis software. Ai Gen X leverages 
commercial server chips and networking architecture and is optimized to support the workload of AI Diffract and SpectraProbe analysis.    

Integrated Metrology Systems. Our integrated metrology (“IM”) systems are installed directly onto wafer processing equipment to provide near real-time 
measurements for improved process control and maximum throughput. Our IM systems are sold directly to end user customers. The IMPULSE® family of 
products includes the latest technology for OCD, and thin film metrology, and has been successfully qualified on multiple independent wafer fabrication 
equipment suppliers’ platforms. 
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Silicon Wafer All-surface Inspection/Characterization. “All-surface” refers to inspection of the wafer frontside, edge, and backside as well as wafer’s 
locator notch. The edge inspection process focuses on the area near the wafer edge, an area that poses difficulty for traditional wafer frontside inspection 
technology due to its varied topography and process variation. Edge bevel inspection looks for defects on the side edge of a wafer. Edge bead removal and edge 
exclusion metrology involve a topside surface measurement required exclusively in the lithography process, primarily to determine if wafers have been properly 
aligned for the edge exclusion region. The primary reason for wafer backside inspection is to determine if contamination has been created that may spread 
throughout the wafer fab. For instance, it is critical that the wafer backside be free of defects prior to the EUV lithography process to prevent focus and exposure 
problems on the wafer frontside. 

 Our materials characterization products include systems that are used to monitor the physical, optical, and material characteristics of discrete electronic 
industry, opto-electronic, HB-LED (high brightness LEDs), solar PV (solar photovoltaics), compound semiconductor, strained silicon and silicon-on-insulator 
(“SOI”) devices, including composition, crystal structure, layer thickness, dopant concentration, bulk contamination and electron mobility.  Adding to these 
capabilities are the FAaST® and CnCV® product lines.  The FAaST system is a versatile, non-contact electrical metrology platform, with an option to combine 
micro and macro corona-Kelvin technologies together with digital surface photovoltage (SPV). The CnCV product line enables wafer-level characterization of 
wide-bandgap materials without test device fabrication, reducing time and cost.

 We have a broad portfolio of products for materials characterization including photoluminescence mapping and Fourier Transform Infrared (“FTIR”) 
spectroscope in automated and manual systems for substrate quality and epitaxial thickness metrology. These products are now complimented by the MBIR 
product line of Infra-Red OCD and materials analysis products.  The MBIR system is an in-line, non-destructive infrared reflectometry system that enables 
critical process control of high aspect ratio structures, films and epitaxial structures.  The NanoSpec® line supports thin film measurement across all applications 
in both low volume production and research applications.  

Macro Defect Inspection. Chip manufacturers deploy advanced macro defect inspection throughout the production line to monitor key process steps, 
gather process-enhancing information and ultimately, lower manufacturing costs. Field-established tools such as the F30™, NSX®, Firefly®, and the latest 
Dragonfly® G3 inspection systems are found in the wafer fab (front-end) and packaging (back-end) facilities around the world. These high-speed tools 
incorporate features such as wafer-less recipe creation, tool-to-tool correlation and multiple inspection resolutions. Using Discover® yield management software, 
the vast amounts of data gathered through automated inspection can be analyzed and classified to determine trends and locate root causes that directly affect yield. 

Automated Defect Classification and Pattern Analysis. Automating the defect detection and classification process is best done by a system that can 
mimic, or even extend, the response of the human eye, but at a much higher speed, with higher resolution and more consistency. To do this, our systems capture 
full-color whole wafer images using simultaneous dark and bright field illumination. The resulting bright and dark field images are compared to those from an 
“ideal” wafer having no defects using our Automated Defect Classification (“ADC”) software. When a difference is detected, its image is broken down into 
mathematical vectors that allow rapid and accurate comparison with a library of known classified defects stored in the tool’s database. Patented and proprietary 
enhancements of this approach enable very fast and highly repeatable image classification. The system is pre-programmed with an extensive library of local, 
global, and color defects and can also store a virtually unlimited amount of new defect classes. This allows customers to define defects based on their existing 
defect classification system, provides more reliable automated rework decisions and enables more accurate statistical process control data. Reviewing defects 
using ADC enables automated inspection systems to maintain their utilization for high throughput inspection. Using defect image files captured by automated 
inspection systems, operators are able to view high-resolution defect images to determine defects that cause catastrophic failure of a device, known as killer 
defects. Combining the review process with classifying defects enables faster analysis by grouping defects found together as one larger defect, a scratch for 
example, and defects of similar types across a wafer lot to be grouped based on size, repeating defects, and other user-defined specifications. 

Yield Analysis. Using wafer maps, charts and graphs, the massive amounts of data gathered through automated inspection can be analyzed to determine 
trends across bumps, die, wafers and lots. This analysis may determine where a process variation or deviation has occurred, allowing process engineers to make 
corrections or enhancements to increase yields. Defect data analysis is performed to identify, analyze and locate the source of defects and other manufacturing 
process excursions. Using either a single wafer map or a composite map created from multiple wafer maps, this analysis enables identification of defect patterns 
and distribution. When combined with inspection data from inspection points placed strategically, this analysis may pinpoint the source of the defects so 
corrective action can be taken. 

Opaque Film Metrology. The MetaPULSE® and EchoTM systems allow customers to simultaneously measure the thickness and other properties of up to 
six metal or non-metallic opaque film layers without physically contacting product wafers. PULSETM technology uses an ultra-fast laser to generate acoustic 
waves that pass down through a stack of opaque films 
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such as those used in copper or aluminum interconnect processes, as well as the hard mask layer in 3D-NAND chips, sending back to the surface a reflected 
signal (echo) that indicates film thickness, density, and other process critical parameters. We believe we are a leader in providing systems that can measure 
opaque thin-film stacks non-destructively with the speed and accuracy semiconductor device manufacturers demand in order to achieve high yields with the latest 
fabrication processes. The technology is ideal for characterizing copper interconnect structures. The MetaPULSE and Echo systems, used for fast and accurate 
measurements of metal interconnect in front-end wafer fabs, have now been chosen by back-end manufacturers to perform system measurements in new process 
applications such as RF filters and modules, driven by the need for on-product metrology as feature sizes decrease and pattern densities increase. 

Industrial, Scientific, and Research Markets ― 4D Technology®.  The 4D business offers a line of interferometry systems for the measurement and 
inspection of high precision surfaces. End markets include high precision optics surfaces and components, aerospace and defense components, and unique 
research and scientific instrumentation that requires the unique high-speed results of the 4D systems.  

Advanced Packaging Lithography.  Our lithography steppers use projection optics to expose circuit patterns from a mask or reticle onto a substrate to 
expose images with optimal fidelity. These systems employ a bright light that is transmitted through a mask or reticle containing display circuit patterns. 
Substrates are aligned on the system and the mask is imaged through a projection lens onto photoresist material coated on the substrate. The substrate is then 
moved, or “stepped,” to a second position to expose an adjacent area. The system repeats the step and exposure process until the entire substrate is patterned. 
Once the exposure process has been completed, the substrate is developed with an alkali solution to reveal the underlying material. The imaged photoresist serves 
as a stencil barrier that allows for the processing of the underlying metal or insulating layers.  The substrates then continue through the etching, stripping and 
deposition processes until multi-layer circuits are completed. 

In order to deal with increased input/output (“I/O”) resulting from devices with enhanced functionality, increased power distribution efficiency, and higher 
frequency, IDMs and outsourced semiconductor assembly and test (“OSATs”) facilities must incorporate lithography capabilities to create RDLs for their 
advanced packaging technologies. However, the associated substrates and processes are significantly different than those used in front-end wafer processing. For 
advanced packaging, the lithography system must perform in a completely different application, with significantly different operating parameters. For example, 
most packaging is an additive process, while wafer processing is subtractive, and thick films, rather than thin films, are used to enable the creation of features. In 
order for equipment to effectively function in this environment, it must overcome these challenges. Our JetStep® systems have been specifically designed to meet 
these challenges head on. The new JetStep X500 System is designed for rectangular substrates (panels), which when combined with user-selectable wavelength 
options, maximizes throughput while not limiting resolution when needed. High-fidelity optics are able to image the fine features required while at the same time 
achieving superior depth of field to minimize non-flatness that is typical for advanced packaging applications. On-the-fly auto focus and an innovative reticle 
management system improve yield and utilization. These features result in a revolutionary lithography system specifically designed to meet advanced packaging 
challenges. 

Process Control Software. We provide a wide range of advanced process control solutions, which are designed to improve factory profitability, including 
run-to-run control, fault detection, classification and tool automation. We are a leading provider of process control software in the semiconductor industry. 
Advanced process control (“APC”) employs software to automatically detect or predict tool failure (fault detection) as well as calculate recipe settings for a 
process that will drive the yielded output to meet and exceed the target, despite variations in the incoming material and minor instabilities within the process 
equipment.  Process control software enables the factory to increase capacity and yield while decreasing rework and scrap. It enables reduced production costs by 
lowering consumables, process engineering time and manufacturing cycle time. 

Yield Management Software. Semiconductor manufacturers use yield management software (“YMS”) to obtain valuable process yield and equipment 
productivity information. The data necessary to generate productivity information comes from many different sources throughout the wafer fab: inspection and 
metrology systems, tool sensors, tool recipes, electrical tests and the fab environment. As the complexity and cost of manufacturing processes increase, the value 
of faster, better analysis to support critical manufacturing decisions grows. As a result, customers are demanding robust yield management systems that can 
analyze large, complex data sets quickly and effectively. Our fully integrated YMS is designed to analyze data from disparate sources and multiple sites to 
maximize productivity across the entire value chain. 
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Customers

Over 190 customers purchased Onto Innovation tools or software in 2025. We support a diverse customer base in terms of both geographic location and 
type of device manufactured. Our customers are located in over 25 countries. The following table shows the revenue concentration at our top customers for the 
respective fiscal years:

    Year Ended

Customer  
January 3,

2026  
December 28,

2024  
December 30,

2023
Customer A   20 %   23 %   14 %
Customer B   15 %   17 %   19 %
Customer C   14 %   12 %   ^
             
^ Total customer revenue was less than 10% of total revenue.    

Sales, Customer Service and Application Support

We believe that the capability for direct sales and support is beneficial for developing and maintaining close customer relationships and for rapidly 
responding to changing customer requirements. We provide local direct sales, service and application support through our worldwide offices located in the United 
States, South Korea, Japan, Taiwan, Malaysia, China, Vietnam, Singapore and Europe, and work with selected dealers and sales representatives on a more limited 
basis in various countries. Our applications team is composed of technically experienced sales engineers who are knowledgeable in the use of metrology systems 
generally and the unique features and advantages of our specific products. Supported by our technical applications team, our sales and support teams work closely 
with our customers to offer cost-effective solutions to complex measurement and process problems. 

We believe that customer service and technical support for our systems are crucial factors that distinguish us from our competitors and are essential to 
building and maintaining close, long-term relationships with our customers. We generally provide a warranty for our products that ranges from twelve to fourteen 
months to cover defects in material and workmanship. We provide system support to our customers through factory technical support and globally deployed field 
service personnel. The factory technical support operations provide customers with telephonic technical support access, direct training programs, operating 
manuals and other technical support information to enable effective use of our metrology and measurement instruments and systems.

Competition 

The global semiconductor equipment industry is intensely competitive and we have multiple established and potential competitors in the markets in which 
we participate.  Our industry is driven by rapid technological adoption cycles, with new entrants from overseas and domestic sources competing for our 
customers’ business. Our ability to compete effectively depends upon our ability to continuously improve our existing products, applications and services, and our 
ability to develop new products, applications and services that meet constantly evolving customer requirements. In order to continuously improve and develop 
new products and maintain customer service and support centers worldwide, we believe that we will require significant resources; however, some of our 
competitors may have greater financial, research, engineering, manufacturing and marketing resources than we have.

In automated systems for the semiconductor industry, our principal competitors are KLA Corporation (“KLA”) and Nova Ltd. (formerly Nova Measuring 
Instruments Ltd.) (“Nova”) for thin film and critical dimension OCD metrology. Our principal competitors for advanced packaging inspection are KLA and 
Camtek Ltd. (“Camtek”). While the advanced packaging lithography market is served by various competitors, our primary competitors are Ushio, Inc. (“Ushio”) 
and Canon, Inc. (“Canon”). Our primary competitor for inspection in the panel market is GigaVis Co. Ltd. The primary competitor for our software products is 
PDF Solutions, Inc. (“PDF Solutions”) and our primary competitor for integrated metrology systems for the semiconductor industry is Nova. The opto-
electronics, discrete device and industrial and scientific markets are addressed primarily by our material characterization and 4D systems, served by numerous 
competitors, of which no single competitor or group of competitors has established a majority position. 

We believe that our competitive position in each of our markets is based on the ability of our products and services to address customer requirements 
related to numerous competitive factors. Competitive selections are based on many factors involving technological innovation, productivity, total cost of 
ownership of the system, including impact on end of line yield, price, product performance and throughput capability, quality, reliability and customer support.
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Manufacturing 

Our manufacturing operations are in: Milpitas, California; Tucson, Arizona; Wilmington, Massachusetts; Bloomington, Minnesota; and at various contract 
manufacturers around the world. It is our strategy to outsource the assemblies that do not contain elements that we believe lead to a direct competitive advantage. 
Most of our automated and integrated products are currently manufactured at our Milpitas and Bloomington facilities. We currently do not expect our 
manufacturing operations to require additional major investments in capital equipment in the near term. 

We manufacture key modular assemblies and integrated tools and make reasonable efforts to ensure that externally purchased parts or raw materials are 
available from multiple suppliers, if possible. Certain components, subassemblies and services necessary for the manufacture of our systems are obtained either 
from a sole supplier or limited group of suppliers. We also have long-term supply agreements with strategic suppliers for the supply of key assemblies for use in 
our products. For more information, please see “Part I, Item IA - Risk Factors - If we do not manage our supply chain effectively, our operating results may be 
adversely affected, and any increases in material, labor, supplier, logistics and other operating costs, or supply chain delays and shortages, could lower our 
margins or result in lost sales.”

Research and Development 

We continue to invest in research and development to provide our customers with products that add value to their manufacturing processes and that 
provide a better and differentiated solution than our competitors so that our products stay in the forefront of current and future market demands. Whether it is for 
an advancement of current technology, yield and manufacturing improvement, enabling new end device technology, or the development of a new application in 
our core or emerging markets, we are committed to product excellence and longevity. 

The markets for equipment and systems for manufacturing semiconductor devices and for performing OCD metrology, macro-defect inspection, advanced 
packaging lithography and thin film transparent and opaque process control metrology are characterized by continuous technological development and product 
innovations. We believe that the rapid and ongoing development of new products and enhancements to existing products are critical to our success. Accordingly, 
we devote a significant portion of our technical, management and financial resources to research and development programs.

Intellectual Property

We believe that our success will depend to a great degree upon innovation, technological expertise and our ability to adapt our products to new technology. 
As a result, we have a policy of seeking patents on inventions governing new products or technologies as part of our ongoing research, development, and 
manufacturing activities. As of January 3, 2026, we have been granted, or hold exclusive licenses to, 423 U.S. and foreign patents. The patents we own, jointly 
own or exclusively license have expiration dates ranging from 2026 to 2044. We also have 312 pending patent applications in the United States and other 
countries. Our patents and patent applications principally cover various aspects of metrology, macro-defect detection and classification, altered material 
characterization, lithography techniques, automation, AI, and machine learning. 

To protect our intellectual property, we rely on a combination of patents, copyrights, trademarks, trade secret laws, contractual provisions and licenses and 
non-disclosure agreements. There can be no assurance that our intellectual property will provide us competitive advantage or that we will be able to fully protect 
our intellectual property.  For more information, please see “Part I, Item IA - We may fail to adequately protect our intellectual property and, therefore, lose our 
competitive advantage.” Additionally, others may obtain patents or trademarks and assert them against us. We may find it necessary to engage in litigation 
regarding intellectual property rights or contractual rights, which will be costly and time consuming without guarantee that it will yield the result we seek. For 
more information, please see “Part I, Item IA - Protection of our intellectual property rights, or the efforts of third parties to enforce their own intellectual property 
rights against us, may result in costly and time-consuming litigation, substantial damages, lost product sales and/or the loss of important intellectual property 
rights.” 

Human Capital and Talent 

As of January 3, 2026, we had approximately 1,615 staff globally, 419 in research and development, 263 in operations, 194 in administration and 739 in 
sales, applications and service support. A large percentage of our employees have technical backgrounds and undergraduate and/or advanced degrees. Many of 
our employees have specialized skills and experience that are of value to our business, products and services. Our future success will depend, in large part, upon 
our ability to attract, motivate and retain our highly skilled, technical, operational and managerial team members, who are in great demand in our industry and 
business communities.
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Approximately 55% of our employees are located in the United States, 40% in Asia Pacific and 5% in Europe. None of our employees are represented by a 
union and we have never experienced a work stoppage because of union actions. We consider our employee relations to be favorable. 

Purpose and Culture. All of our employees are expected to uphold the following core values which are foundational to our culture:

• Passion – ownership, pride and caring in our work

• Integrity – honesty, dependability, ethicality and accountability

• Collaboration – working together toward a common goal

• Results – meeting and exceeding goals, focusing on innovation and growth 

These core values define the way we do business in our everyday actions and choices. We strive to create a respectful work environment characterized by 
mutual trust and the absence of intimidation, oppression, discrimination and exploitation.

Talent Development and Acquisition. Successful execution of our strategy is dependent on attracting, developing and retaining key employees and 
members of our management and leadership teams. The skills, experience and industry knowledge of our employees significantly benefit our operations and 
performance. We continuously evaluate, modify, and enhance our internal processes, tools and technologies to increase employee engagement, productivity, 
quality and efficiency. We offer employees access to internal and external training and development courses to support individual development. We review 
succession plans and focus on promoting internal talent to help grow our employees, both professionally and personally. 

We strive to promote and cultivate an inclusive and diverse culture that welcomes and celebrates everyone without bias. In addition, we look to actively 
engage within our communities to foster and attain social equity.

Compensation Philosophy. Our compensation philosophy creates the framework and building blocks for our rewards and recognition programs. We have 
a pay-for-performance culture that ties compensation to the performance of the individual and the Company. We provide balanced compensation programs that 
focus on the following five key elements:

• Pay-for-performance - Reward those who achieve or exceed set goals and objectives, while also recognizing those making significant, impactful 
contributions;

• External market based - Pay levels that are competitive with respect to the labor market in which we compete for talent;

• Internal equity - Providing fair compensation programs within the Company;

• Fiscal responsibility - Providing programs which can be responsibly supported by our operations; and

• Legal compliance - Ensure compliance with the applicable laws of the states and countries in which we operate in all material respects.

Safety, Health and Wellness. We strive to provide an environment which is safe and where our employees can be productive. We have rigorous health and 
safety programs focused on awareness, recognition, risk assessment and management, as well as teamwork. 

Our benefit plans are competitive and comprehensive. We provide each of our employees educational programs and initiatives focused on holistic wellness 
supporting nutritional, physical, emotional, mental and financial wellbeing.

Corporate Social Responsibility

Our stakeholders are essential to our business – shareholders, customers, suppliers, employees, communities as well as the environment and society. We 
are working to make our workforce more inclusive, our business more sustainable, and our communities more engaged by maintaining strong sustainability 
practices. Actions we have taken in pursuit of these commitments include the following environmental and social programs:

• Demanded excellence in our environmental performance.

• Demanded excellence in our quality performance, as demonstrated through our product and process qualification commitments, including ISO 9001 
Quality Management;

• Set goals to reduce our environmental impact, including an increase in our use of renewable energy, a decrease in hazardous waste landfill, an 
increase in recycling materials and beneficial reuse, and a reduction in our freshwater 
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usage;

• Committed to Responsible Business Alliance (RBA) Code of Conduct and humane treatment of all at Onto Innovation both upstream and 
downstream.  We have established policies and practices to ensure that: working conditions are safe; workers are treated with respect and dignity; 
and manufacturing processes are environmentally responsible.

• Produced systems responsibly by offering tool trade-in, refurbishment and technology upgrade programs;

• Provided corporate matching for employee donations to qualified nonprofit organizations; and

• Engaged in community service projects in our communities globally.

Compliance with Governmental Regulations 

We are subject to international, federal, state and local regulations that are customary to businesses in the semiconductor capital equipment manufacturing 
industry. Such regulations include, but are not limited to:

• The Restriction of Hazardous Substances Directive (“RoHS”), which restricts the use of certain hazardous substances in electrical and electronic 
equipment; 

• General Data Protection Regulation (“GDPR”), which provides guidelines for the collection and processing of personal information from 
individuals who live in the European Union, and similar laws and regulations in other jurisdictions in which we operate;

• The U.S. Foreign Corrupt Practices Act (“FCPA”), which prohibits companies and their individual officers from influencing foreign officials with 
any personal payments or rewards;

• Conflict minerals reporting, which imposes disclosure requirements regarding the use of “conflict” minerals mined from the Democratic Republic 
of Congo and adjoining countries in products; and

• Export regulations.

U.S. export control regulations and policies have negatively impacted our ability to compete for the business of domestic customers in China, which has 
adversely affected our results of operations.  For additional discussion of the impact of trade policies and export regulations on our competitive position, see “Part 
I, Item IA - Risk Factors - Tariffs, export regulations, and other market barriers have impacted and may continue to impact our ability to compete for the business 
of domestic customers in China and other jurisdictions, and our results of operations.”

Available Information

Our Internet website address is http://www.ontoinnovation.com. The information on our website is not incorporated into this Form 10-K. Our Annual 
Report on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K (and any amendments to those reports) are made available free of 
charge, on or through our Internet website, as soon as reasonably practicable after such material is electronically filed with or furnished to the  United States 
Securities and Exchange Commission (the “SEC”). All filings we make with the SEC are also available free of charge via EDGAR through the SEC’s website at 
http://www.sec.gov. These filings may also be obtained through the SEC’s website. Documents that are not available through the SEC’s website may also be 
obtained by submitting an online request to the SEC at http://www.sec.gov.

We also make available, free of charge, through our investor relations website at https://investors.ontoinnovation.com, our corporate governance 
guidelines, Code of Business Conduct and Ethics, charters of the committees of our Board of Directors, and other information and materials, including 
information about how to contact our Board of Directors. 

Investors and others should also note that we announce material financial information to our investors using our investor relations website, SEC filings, 
press releases, public conference calls and webcasts. We use these channels as well as social media to communicate with the public about the Company, our 
products and services and other matters. It is possible that the information we post on social media could be deemed to be material information. Therefore, we 
encourage investors, the media, and others interested in the Company to review the information we post on the social media channels listed on our investor 
relations website.
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Item 1A. Risk Factors.

Below is a summary of the principal factors and uncertainties that make investing in our company risky.  You should read this summary together with the 
more detailed description of each risk factor contained further below.

 Risks Related to Our Operations

• If we do not manage our supply chain effectively, our operating results may be adversely affected, and any increases in material, labor, supplier, 
logistics and other operating costs, or supply chain delays and shortages, could lower our margins or result in lost sales.

• Variations in the amount of time it takes for us to sell our systems may cause fluctuations in our operating results, which could cause our stock 
price to decline.

• We are subject to order and shipment uncertainties. Our profitability will decline if we fail to accurately forecast customer demand when managing 
inventory.

• If we deliver systems with defects, our credibility will be harmed, and the sales and market acceptance of our systems will decrease.

• Our integrated metrology systems are integrated with systems sold independently by wafer fabrication equipment suppliers, and a decrease in sales 
by these suppliers, or the development of competing systems by these suppliers, could harm our business.

• We must attract and retain experienced senior executives and other key personnel with knowledge of semiconductor device manufacturing and 
inspection, metrology or lithography equipment and related software to help support our future growth, and competition for such personnel in our 
industry is high.

• Any prolonged disruption in the operations of our manufacturing facilities could have a material adverse effect on our revenue.

• We outsource select manufacturing activities to third-party service providers, which decreases our control over the performance of these functions, 
may result in lower quality and functionality of our products, and exposes us to additional supply chain risks.

• Our ability to fulfill our backlog may have an effect on our long-term ability to procure contracts and fulfill current contracts.

• We recently implemented a new enterprise resource planning system. Our failure to effectively operate and maintain the new system could have a 
material adverse effect on us.

• The use or anticipated use of new and evolving technologies, such as AI, by us or third parties may increase or create new operational risks.

Risks Related to Our Customers

• Our largest customers account for a substantial portion of our revenue, and our revenue and cash flows could decline considerably if one or more of 
these customers were to purchase significantly fewer of our systems or delay or cancel a large order.

Risks Related to Product Development

• If we are not successful in developing new and enhanced products for the semiconductor device manufacturing industry, we will lose sales and 
market share to our competitors.

• If new products developed by us do not gain general market acceptance, we will be unable to generate revenue and recover our investments, which 
may result in a write down of inventory.

• Even if we are able to develop new products that gain market acceptance, sales of these new products could impair our ability to sell existing 
products.

• If our relationships with our large customers deteriorate, our product development activities could be adversely affected.

Risks Related to Intellectual Property and Data Security

• We may fail to adequately protect our intellectual property and, therefore, lose our competitive advantage.
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• Protection of our intellectual property rights, or the efforts of third parties to enforce their own intellectual property rights against us, may result in 
costly and time-consuming litigation, substantial damages, lost product sales and/or the loss of important intellectual property rights.

• If our network security measures are breached and unauthorized access is obtained to a customer’s data, to our data, or to our information 
technology systems, we may incur significant legal and financial exposure and liabilities and may experience disruptions in our operations.

• Compliance with data protection laws may be costly and may impede development of new products, and any failure to comply with, or inquiries 
under, these laws could have a material adverse effect on our business, results of operations and financial condition.

Risks Related to Competition

• Some of our current and potential competitors have significantly greater resources than we do, and increased competition could impair sales of our 
products or cause us to reduce our prices.

• Because of the high cost of switching equipment vendors in our markets, it is sometimes difficult for us to win new customers from our 
competitors even if our systems are superior to theirs.

Risks Related to Our International Operations

• Tariffs, export regulations, and other market barriers have impacted and may continue to impact our ability to compete for the business of domestic 
customers in China and other jurisdictions which has adversely affected and may continue to adversely affect our, business, financial condition and 
results of operations.

• We are subject to compliance with domestic and foreign laws and regulations, and the burden of complying with such laws and regulations, or any 
failure to comply, has adversely affected and may continue to adversely affect our business, financial condition and results of operations. 

• Political and economic instability may result in reduced demand for our products. 

• Natural disasters, changes in climate, public health crises, and geo-political conflicts could materially adversely affect our worldwide operations (or 
those of our business partners). 

• We may face difficulties in staffing and managing foreign branch operations due to political tensions or cultural differences. 

• Currency fluctuations may impact our international sales or expose us to exchange rate risk. 

• Our internal controls with respect to anti-corruption laws may not be effective, and any failure to comply with such laws may result in severe 
sanctions and liabilities, which may negatively affect our business, operating results and financial condition.

Risks Related to Laws, Legal Proceedings, Financial Markets and the Environment

• Changes in tax rates or tax liabilities could affect results.

• Turmoil or fluctuations in the credit markets and the financial services industry may negatively impact our business, results of operations, financial 
condition or liquidity, and our factoring arrangements may expose us to additional risks.

• We are subject to various environmental laws and regulations that could impose substantial costs upon us, and failure to comply with such laws 
and regulations may impact our business, operating results and financial condition.

• Legal proceedings, claims and investigations may expose us to increased costs and may negatively affect our business and results of operations.

Risks Related to Growth and Acquisitions

• Integrating Semilab USA’s business may be more difficult, costly or time-consuming than expected, and we may fail to realize the anticipated 
benefits of the acquisition, which may adversely affect our business results and negatively affect the value of our common stock.
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• We may choose to acquire or invest in new and complementary businesses, products or technologies instead of developing them ourselves, and we 
may be unable to complete these acquisitions or may not be able to successfully integrate an acquired business in a cost-effective and non-
disruptive manner.

• If we cannot effectively manage growth, our business may suffer.

Risks Related to the Global Economy and the Semiconductor Industry

• Cyclicality in the semiconductor device industry has led to substantial decreases in demand for our systems in the past and may, from time to time, 
continue to do so.

• Our future rate of growth is highly dependent on the development and growth of the market for microelectronic device inspection, lithography and 
metrology equipment.

General Risk Factors

• Provisions of our charter documents and of Delaware law could discourage potential acquisition proposals and/or delay, deter or prevent a change 
in control of our company.

• Our stock price is volatile.

Risks Related to Our Operations

If we do not manage our supply chain effectively, our operating results may be adversely affected, and any increases in material, labor, supplier, 
logistics and other operating costs, or supply chain delays and shortages, could lower our margins or result in lost sales.

We need to continually evaluate our global supply chain and assess opportunities to reduce costs. We must also enhance quality, speed and flexibility 
to meet changing demand for our products and product mix and uncertain market conditions. Our success also depends in part on refining our cost structure and 
supply chains so that we have flexibility and can maintain and improve profitability. Recent changes in the tariff environment may continue to cause fluctuation 
in our costs.  If we are unable to successfully negotiate price reductions with our suppliers, adjust our operations to reduce tariff exposure, and/or offset the 
increased costs by charging higher sales prices, our margins will decline, resulting in an adverse impact to our business and results of operations.  Political 
instability and/or changes in suppliers may also cause our costs to increase.  Despite our efforts to control costs and increase efficiency in our facilities, changes in 
demand could still cause us to realize lower operating margins and profitability.

Further, our gross margins and financial performance may be adversely affected by increases in our operating costs, such as material, labor, supplier costs, 
logistics and energy costs, all of which have been and may continue to be subject to inflationary pressures. Operating costs have increased and may continue to 
increase further as a result of higher tariffs, supply chain disruptions in connection with the sourcing of components, materials, equipment, engineering support, 
and services, labor shortages, high inflation rates, and cost increases attributable to the effects of geopolitical events.

These risks may be heightened because we obtain some of the components and subassemblies included in our systems from a limited group of suppliers 
and do not have long-term contracts with many of our suppliers. Our dependence on limited-source suppliers of components and our lack of long-term contracts 
with certain of our suppliers expose us to several risks, including a potential inability to obtain an adequate supply of components, price increases, late deliveries 
and poor component quality.  A significant number of our suppliers are the sole source or single source for certain components or subassemblies.  If such a 
supplier is unable or unwilling to manufacture and deliver components to us on the time schedule and of the quality or quantity that we require, we may be forced 
to seek to engage an additional or replacement supplier or redesign our product to use alternative components, which could result in additional expenses and 
delays in product development or shipment of product to our customers. Disruption or termination of the supply of components has delayed and could in the 
future delay shipments of some of our systems.  Such delays may damage our customer relationships and reduce our sales. The lead time required for shipments 
of some of our components can be greater than six months. In addition, the lead time required to qualify new suppliers for lasers and certain optics could be as 
long as a year, and the lead time required to qualify new suppliers of other components could be as long as nine months. In some cases, we may need to purchase 
components in advance of receiving customer orders for product. If we are unable to accurately predict our component needs, or if our component supply is 
disrupted, we may miss market opportunities by not being able to meet the demand for our systems. Further, a significant increase in the price of one or more of 
these components or subassemblies could seriously harm our results of operations and cash flows.
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Our efforts to mitigate any cost increases, including any cost increases resulting from existing or future tariffs, labor impacts and supply chain delays, 
disruptions and shortages may not be successful, and we cannot predict the duration of these current trends or other future increases in operating costs. We may 
not be able to pass cost increases through to our customers fully (or at all), and if supply chain delays, disruptions and shortages delay delivery of our products, 
our customers may seek to purchase from our competitors. Any such occurrence may have a material adverse impact on our gross margins and business, financial 
position, results of operations and cash flows.

Variations in the amount of time it takes for us to sell our systems may cause fluctuations in our operating results, which could cause our stock price to 
decline.

Variations in the length of our sales cycles could cause our revenue and cash flows, and consequently, our business, financial condition, operating results 
and cash flows to fluctuate widely from period to period. This variation could cause our stock price to decline. Our customers generally take a long time to 
evaluate our inspection and/or film metrology systems and many people are involved in the evaluation process. We expend significant resources educating and 
providing information to our prospective customers regarding the uses and benefits of our systems in the semiconductor fabrication process. The length of time it 
takes for us to make a sale depends upon many factors, including, but not limited to:

• the efforts of our sales force;

• the complexity of the customer’s fabrication processes;

• the internal technical capabilities and sophistication of the customer;

• the customer’s budgetary constraints; and

• the quality and sophistication of the customer’s current metrology, inspection or lithography equipment.

Because of the number of factors influencing the sales process, the period between our initial contact with a customer and the time when we recognize 
revenue from that customer and receive payment, if ever, varies widely in length. Our sales cycles, including the time it takes for us to build a product to customer 
specifications after receiving an order to the time we recognize revenue, typically range from three to twenty-four months. Sometimes our sales cycles can be 
much longer, particularly with customers in Asia. During these cycles, we commit substantial resources to our sales efforts in advance of receiving any revenue, 
and we may never receive any revenue from a customer despite our sales efforts. If we do make a sale, our customers often purchase only one of our systems, the 
performance of which they then evaluate for a lengthy period before purchasing any more of our systems. The number of additional products a customer 
purchases, if any, depends on many factors, including the customer’s capacity requirements. The period between a customer’s initial purchase and any subsequent 
purchases can vary from three months to a year or longer, and variations in the length of this period could cause further fluctuations in our operating results and, 
possibly, in our stock price.

We are subject to order and shipment uncertainties. Our profitability will decline if we fail to accurately forecast customer demand when managing 
inventory.

We typically plan production and inventory levels based on internal forecasts of customer demand, which can be highly unpredictable and can fluctuate 
substantially, which could lead to excess inventory write-downs and result in negative impacts on gross margin and net income. We have limited visibility into 
our customers’ inventories, future customer demand and the product mix that our customers will require, which could adversely affect our production forecasts 
and operating margins. In addition, innovation in our industry could render significant portions of our inventory obsolete. If we overestimate our customers’ 
requirements, we may have excess inventory, which could lead to obsolete inventory and unexpected costs. Conversely, if we underestimate our customers’ 
requirements, or if we experience sustained disruptions to our supply chain or shipping delays, we may have inadequate inventory, which could lead to foregone 
revenue opportunities, loss of potential market share and damage to customer relationships as product deliveries may not be made on a timely basis, disrupting 
our customers’ production schedules. In response to anticipated long lead times to obtain inventory and materials from outside suppliers and foundries, we 
periodically order materials in advance of customer demand. This advance ordering has in the past and may in the future result in excess inventory levels or 
unanticipated inventory write-downs if expected orders fail to materialize, or other factors make our products less saleable. In addition, any significant future 
cancellation or deferral of product orders could adversely affect our revenue and margins, increase inventory write-downs due to obsolete inventory, and 
adversely affect our operating results and stock price.

Our earnings could be negatively affected, and our inventory levels could materially increase, if we are unable to predict our inventory needs in an 
accurate and timely manner and adjust our orders for parts and subcomponents in the event that our needs increase or decrease materially due to unexpected 
increases or decreases in demand for our products. Any material 
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increase in our inventories could result in an adverse effect on our financial position, while any material decrease in our ability to procure needed inventories 
could result in an inability to supply customer demand for our products, thus adversely affecting our revenue.

If we deliver systems with defects, our credibility will be harmed, and the sales and market acceptance of our systems will decrease.

Our systems are complex and have occasionally contained errors, defects and bugs when introduced. Defects may be created during probing, bumping, 
dicing or general handling, and can have a major impact on device and process quality. When this occurs, our credibility and the market acceptance and sales of 
our systems could be harmed. Further, if our systems contain errors, defects or bugs, computer viruses or malicious code as a result of cyber-attacks to our 
computer networks, we may be required to expend significant capital and resources to alleviate these problems. Defects could also lead to product liability as a 
result of product liability lawsuits against us or against our customers. We have agreed to indemnify our customers under certain circumstances against liability 
arising from defects in our systems provided that we also include a cap on our liability in the related sales agreements. Our product liability insurance policy 
currently provides both aggregate coverage as well as an overall umbrella coverage. In the event of a successful product liability claim, we could be obligated to 
pay damages significantly in excess of our product liability insurance limits.

Our integrated metrology systems are integrated with systems sold independently by wafer fabrication equipment suppliers, and a decrease in sales by 
these suppliers, or the development of competing systems by these suppliers, could harm our business.

We believe that sales of integrated metrology systems will continue to be an important source of our net revenues. Sales of our integrated metrology 
systems depend upon the ability of a small number of wafer fabrication equipment suppliers to sell semiconductor manufacturing equipment products that are 
compatible with our metrology systems as components. If these suppliers are unable to sell such products, if they choose to focus their attention on products that 
do not integrate with our systems, or if they choose to develop competing systems, our business could suffer. 

We must attract and retain experienced senior executives and other key personnel with knowledge of semiconductor device manufacturing and 
inspection, metrology or lithography equipment and related software to help support our future growth, and competition for such personnel in our 
industry is high.

Our success depends, to a significant degree, upon the continued contributions of our key executive management, engineering, sales and marketing, 
customer support, finance and manufacturing personnel. The loss of any of these key personnel, each of whom would be extremely difficult to replace, through 
resignations, retirement or other circumstances, could harm our business and operating results. Despite our employment and noncompetition agreements with key 
members of our senior management team, these individuals or other key employees may still leave us, which could have a material adverse effect on our business. 
We do not have key person life insurance on any of our executives. In addition, to support our future growth, we will need to attract and retain additional qualified 
employees. Competition for such personnel in our industry is intense, and we may not be successful in attracting and retaining qualified employees.

The expansion of high technology companies worldwide and growth in the demand for semiconductors have increased demand and competition for 
qualified personnel. Competition for engineering and other technical personnel in some of the markets in which we operate is especially intense due to continued 
increases in the number of technology companies worldwide.  In order to attract and retain executives and other key employees, we must provide a competitive 
compensation package, including cash and share-based compensation.  If the anticipated value of our share-based incentive awards does not materialize so that 
they cease to be viewed as valuable, if our profits decrease, or if our total compensation package is not viewed as competitive, our ability to attract, retain and 
motivate executives and key employees could be weakened.

Any prolonged disruption in the operations of our manufacturing facilities could have a material adverse effect on our revenue.

We produce the majority of our systems in our manufacturing facilities in the following locations: Wilmington, Massachusetts; Milpitas, California; 
Tucson, Arizona; and Bloomington, Minnesota. We also use contract manufacturers in Japan, Taiwan, Vietnam, Malaysia, Singapore and the United States. Our 
manufacturing processes are highly complex and require sophisticated and costly equipment and a specially designed facility. As a result, any prolonged 
disruption in the operations of our manufacturing facilities could seriously harm our ability to satisfy our customer order deadlines. Restrictions on our access to 
or operation of manufacturing facilities or on our support operations or workforce, or similar limitations for our vendors and suppliers, may impact our ability to 
meet customer demand and could have a material adverse effect on our 
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financial condition and results of operations. If we cannot timely deliver our systems, our results from operations and cash flows could be materially and 
adversely affected.

We outsource select manufacturing activities to third-party service providers, which decreases our control over the performance of these functions, may 
result in lower quality and functionality of our products, and exposes us to additional supply chain risks.

We outsource select product manufacturing to third-party service providers. Outsourcing reduces our control over the performance of the outsourced 
functions. Dependence on outsourcing may also adversely affect our ability to bring new products to market. If we do not effectively manage our outsourcing 
strategy or if third-party service providers do not perform as anticipated, we may experience operational difficulties, increased costs, manufacturing interruptions 
or inefficiencies in the operation of our supply chain, any or all of which could delay our delivery of products to our customers, and materially and adversely 
affect our business, financial condition, and results of operations.  

Our third-party service providers could also be, and certain of our service providers have been, subject to cybersecurity incidents or other events that 
negatively impact their operations and their ability to perform services for us in a timely manner or at all.  Such disruptions could impact our ability to 
manufacture products in a timely manner or force us to work with another service provider at a higher cost.  Any such event could materially and adversely affect 
our business, financial condition, and results of operations.  In addition, some of our third-party party services providers also have product designs, know-how, 
data files and other important confidential information regarding our products. If a third-party service provider experiences a cybersecurity event in which such 
confidential information is publicly exposed or shared with bad actors, it could materially and adversely impact our competitive position in the market. 

Our ability to fulfill our backlog may have an effect on our long-term ability to procure contracts and fulfill current contracts.

Our ability to fulfill our backlog may be limited by our ability to devote sufficient financial and human capital resources and may be limited by available 
material supplies and our suppliers’ own supply chain issues. If we do not fulfill our backlog in a timely manner, we may experience delays in product delivery, 
which would postpone receipt of revenue from those delayed deliveries.  Delayed fulfillment also increases the risk that a customer may change or cancel an order 
due to evolution of the customer’s technological, production or market needs, which would result in a loss of revenue. Additionally, if we are consistently unable 
to fulfill our backlog, this may be a disincentive to customers to award large contracts to us in the future until they are comfortable that we can effectively manage 
our backlog.

We recently implemented a new enterprise resource planning system. Our failure to effectively operate and maintain the new system could have a 
material adverse effect on us.

We recently implemented a complex new enterprise resource planning (“ERP”) system and are continuing to make adjustments to the ERP system and 
update our business processes. The ERP system is critical to our ability to provide important information to our management, obtain and deliver products, provide 
services and customer support, send invoices and track payments, fulfill contractual obligations, accurately maintain books and records, provide accurate, timely 
and reliable reports on our financial and operating results, and otherwise operate our business. The implementation and maintenance of the new ERP system have 
required, and will continue to require, the investment of significant resources and may be subject to delays and cost overruns. In addition, we may experience 
difficulties as we continue to adjust to using the new system. Any disruptions, delays or deficiencies in the design or the ongoing maintenance of the new ERP 
system could adversely affect our ability to process orders, ship products, provide services and customer support, send invoices and track payments, fulfill 
contractual obligations, accurately maintain books and records, provide accurate, timely and reliable reports on our financial and operating results, including 
reports required by the SEC such as the evaluation of our internal control over financial reporting pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, and 
otherwise operate our business. Additionally, if the ERP system does not operate as intended, the effectiveness of our internal control over financial reporting 
could be adversely affected or our ability to assess it adequately could be delayed.

The use or anticipated use of new and evolving technologies, such as AI, by us or third parties may increase or create new operational risks.

We have in the past and will in the future integrate new and evolving technologies, such as AI, into our business. AI technologies offer numerous potential 
benefits, such as creating or increasing operational efficiencies, and we expect an increase in the use of AI and generative AI by us, third parties on our behalf, 
and other market actors, including our competitors. However, the deployment of such technologies also poses certain risks, including that the algorithms may be 
flawed, misused or otherwise function in an unexpected manner; data sets may be insufficient, of poor quality, or contain biased information; 
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and inappropriate or controversial data practices by data scientists, engineers, and end-users could impair results. If the analyses that AI-based applications assist 
in producing are or are perceived to be deficient, inaccurate or biased, we could be subjected to competitive harm, potential legal liability and brand or 
reputational harm. The introduction of AI technologies into our operations may also potentially result in new or enhanced compliance requirements, governmental 
or regulatory scrutiny, litigation, confidentiality or security risks or other complications. The rapid evolution of AI will also require the application of significant 
resources to design, develop, test, oversee and maintain our products and services to help ensure that AI is implemented in accordance with applicable law and 
regulation to minimize any real or perceived unintended harmful impacts.  If improperly managed, increase reliance on AI could result in damage our reputation, 
result in the loss of valuable property and information, cause us to breach applicable laws and regulations, and adversely impact our business. 
 

Risks Related to Our Customers

Our largest customers account for a substantial portion of our revenue, and our revenue and cash flows could decline considerably if one or more of 
these customers were to purchase significantly fewer of our systems or delay or cancel a large order.

Sales to end user customers that individually represent at least ten percent of our revenue typically account for, in the aggregate, a considerable amount of 
our revenue. We operate in the highly concentrated, capital-intensive semiconductor device manufacturing industry. Historically, a substantial portion of our 
revenue in each quarter and year has been derived from sales to relatively few customers, and this trend is expected to continue. If any of our key customers were 
to purchase significantly fewer of our systems in the future, or if they delay or cancel a large order, our revenue and cash flows could meaningfully decline. We 
expect that we will continue to depend on a small number of large customers for a sizable portion of our revenue. In addition, as large semiconductor device 
manufacturers seek to establish closer relationships with their suppliers, we expect that our customer base will become even more concentrated.

Risks Related to Product Development

If we are not successful in developing new and enhanced products for the semiconductor device manufacturing industry, we will lose sales and market 
share to our competitors.

We operate in an industry that is highly competitive and subject to evolving industry standards, rapid technological changes, rapid changes in consumer 
demands and the rapid introduction of new, higher performance systems with shorter product life cycles. To be competitive in our demanding market, we must 
continually design, develop and introduce in a timely manner new products that meet the performance and price demands of our customers. We must also 
continue to refine our current products so that they remain competitive. We expect to continue to make significant investments in our research and development 
activities and at times may make inventory investments prior to commercialization. We may experience difficulties or delays in our development efforts with 
respect to new systems, and we may not ultimately be successful in our product enhancement efforts to improve and advance products or in responding 
effectively to technological change, as not all research and development activities result in viable commercial products. In addition, we cannot provide assurance 
that we will be able to develop new products for the most opportunistic new markets and applications. Any significant delay in releasing new products could 
cause our products to become obsolete, adversely affect our reputation, give a competitor a first-to-market advantage or cause a competitor to achieve greater 
market share.  Our competitors may also develop products that may have performance advantages over systems we currently offer or may offer in the future, 
which could similarly weaken our competitive position.

If new products developed by us do not gain general market acceptance, we will be unable to generate revenue and recover our investments, which may 
result in a write down of inventory.

Developing products for the semiconductor industry is inherently risky because it is difficult to foresee developments in semiconductor device 
manufacturing technology, coordinate technical personnel, and identify and eliminate system design flaws. Further, our products are leading edge and complex, 
and often the applications to our customers’ businesses are unique. Any new systems we introduce may not achieve or sustain a significant degree of market 
acceptance and sales.

We expect to spend a significant amount of time and resources developing new systems and refining our existing systems. In light of the long product 
development cycles inherent in our industry, these expenditures will be made well in advance of the prospect of deriving revenue from the sale of those systems.  
The long lead times for some components may also require us to place orders for components and accumulate inventory in advance of market acceptance of our 
products. 
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Our ability to commercially introduce and successfully market new systems is subject to a wide variety of challenges during the development cycle, 
including start-up bugs, design defects, and other matters that could delay introduction of these systems.  Since our customers are not obligated by long-term 
contracts to purchase our systems, our anticipated product orders may not materialize, or orders that are placed may be canceled.  

If we do not achieve market acceptance of new products, we may be unable to generate sufficient revenue and cash flow to recover our research and 
development costs and may experience a write down of our investments in inventory. As a result, our market share, revenue, operating results or stock price could 
be negatively impacted.

Even if we are able to develop new products that gain market acceptance, sales of these new products could impair our ability to sell existing products.

Competition from our new systems could have a negative effect on sales of our existing systems and the prices that we could charge for these systems. We 
may also divert sales and marketing resources from our current systems in order to successfully launch and promote our new or next generation systems. This 
diversion of resources could have a further negative effect on sales of our current systems and the value of inventory.

If our relationships with our large customers deteriorate, our product development activities could be adversely affected.

The success of our product development efforts depends on our ability to anticipate market trends and the price, performance and functionality 
requirements of semiconductor device manufacturers. In order to anticipate these trends and ensure that critical development projects proceed in a coordinated 
manner, we must continue to collaborate closely with our largest customers. Our relationships with these and other customers provide us with access to valuable 
information regarding trends in the semiconductor device industry, which enables us to better plan our product development activities. If our current relationships 
with our large customers are impaired, or if we are unable to develop similar collaborative relationships with important customers in the future, our product 
development activities could be adversely affected.

Risks Related to Intellectual Property and Data Security

We may fail to adequately protect our intellectual property and, therefore, lose our competitive advantage.

Our future success and competitive position depend in part upon our ability to obtain and maintain proprietary technology for our principal product 
families. If we fail to adequately protect our intellectual property, it will give our competitors a significant advantage. We own or have licensed a number of 
patents relating to our metrology, lithography, wafer and defect inspection systems, as well as AI and machine learning systems, and software, including both 
embedded and application software, and have filed applications for additional patents.  Any of our pending patent applications may be rejected, however, and we 
may be unable to develop additional proprietary technology that is patentable in the future. In addition, the patents that we do own or that have been issued or 
licensed to us may not provide us with competitive advantages and/or may be invalidated, rendered unenforceable and/or challenged by third parties. Third parties 
may also design around our patents or copy our patented inventions without our knowledge. 

In addition to patent protection, we rely upon copyrights for protection of our proprietary software and documentation, trademarks for protection of our 
brand and source of goods, and trade secret law and confidentiality and non-compete agreements for protection of our confidential and proprietary information 
and technology.  These measures do not guarantee protection of our intellectual property, however. We can give no assurance that our copyrights will be upheld 
or will successfully deter infringement by third parties. There can be no assurances that our confidentiality agreements with employees and other third parties will 
be sufficient to protect our trade secrets and proprietary information or that such information will not be disclosed, that others will not independently develop 
substantially equivalent proprietary information and techniques or otherwise gain access to our trade secrets, or that we can fully protect our trade secrets and 
proprietary information. Violations by others of our confidentiality agreements and the loss of employees who have specialized knowledge and expertise could 
harm our competitive position and cause our sales and operating results to decline as a result of increased competition.  It is also possible that third parties will 
misappropriate our trade secrets or other confidential information.  We may be subject to cybersecurity breaches in which a third party obtains our confidential 
information.  Third parties may also reverse engineer our products to copy our technology. Failure to protect our trademarks can lead to other companies selling 
products using confusing similar names, thereby damaging our brand. In some countries, it can be difficult to register trademarks because of the strict examination 
process or blocking trademarks for other goods. Costly and time-consuming litigation might be necessary to enforce and determine the scope of our intellectual 
property rights, and failure to obtain or maintain trade secret protection might adversely affect our ability to continue our research or bring products to market. 
Any of these circumstances could result in harm to our competitive position in the market.
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Monitoring and preventing unauthorized use are also difficult and the measures we take to protect our intellectual property rights may not be adequate. 
There is a risk that we may be unable to adequately protect our intellectual property rights in certain foreign countries. For example, our competitors may 
independently develop similar technology or duplicate our products. If this occurs, it could be easier for our competitors to develop and sell competing products 
in these countries. Accordingly, infringement of our intellectual property rights poses a serious risk to our ability to conduct business. 

Protection of our intellectual property rights, or the efforts of third parties to enforce their own intellectual property rights against us, may result in 
costly and time-consuming litigation, substantial damages, lost product sales and/or the loss of important intellectual property rights.

From time to time, we may be required to initiate litigation in order to enforce our intellectual property rights or to determine the noninfringement, scope 
or validity of a third party’s intellectual property rights. Any litigation, regardless of outcome, could be expensive and time consuming and could subject us to 
significant liabilities or require us to re-engineer our products or obtain expensive licenses from third parties. There can be no assurance that any patents, 
copyrights or other intellectual property rights issued to or licensed by us will not be challenged, invalidated or circumvented, or that the rights granted thereunder 
will provide us with a competitive advantage. Furthermore, there is no assurance that any litigation we are involved in will yield the result that we seek as (i) the 
lawsuit may be dismissed or there could be an adverse finding, (ii) we may not be able to pursue the lawsuit due to the laws of the applicable country or (iii) there 
may be a subsequent unfavorable change in law that limits our ability to pursue the lawsuit. For example, litigation discovery practice in China, Japan, South 
Korea, continental Europe and Taiwan is not as robust as in the United States, so it can be more difficult to determine if a company is infringing on our patents 
and more challenging to bring a lawsuit.

In addition, our commercial success depends in part on our ability to avoid infringing or misappropriating patents or other intellectual property rights 
owned by third parties. From time to time, we receive communications from third parties asserting that our products or systems infringe, or may infringe, on the 
intellectual property rights of these third parties. These claims of infringement may lead to protracted and costly litigation, which could require us to pay 
substantial damages or have the sale of our products or systems stopped by an injunction. Infringement claims could also cause product or system delays or 
require us to redesign our products or systems, and these delays could result in the loss of substantial revenue. We may also be required to obtain a license from 
the third party or cease activities utilizing the third party’s intellectual property rights. We may not be able to enter into such a license or such a license may not 
be available on commercially reasonable terms. Accordingly, the loss of an intellectual property dispute could hinder our ability to sell our products or systems or 
make the sale of our products or systems more expensive, which could lead to reduced revenue or lower margins, respectively.

If our network security measures are breached and unauthorized access is obtained to a customer’s data, to our data, or to our information technology 
systems, we may incur significant legal and financial exposure and liabilities and may experience disruptions in our operations.

As part of our business, we store our data and certain data about our customers, vendors and employees in our information technology system. We also 
rely on our information technology system for business operations. If there is a breach as a result of third-party action, including through the use of AI, employee 
error, malfeasance, break-ins or otherwise, of our security measures designed to protect this information and prevent data loss and other security breaches, and 
someone obtains unauthorized access to our customers’, vendors’ or employees’ data or disrupts our access to our own data and systems, we could face loss of 
business, regulatory investigations or court orders or damage to our reputation, and we could be required to expend significant capital and other resources to 
alleviate the problem, as well as incur significant costs and liabilities, including due to litigation, indemnity obligations, damages for contract breach, penalties for 
violation of applicable laws or regulations, and costs for remediation and other incentives offered to customers. 

Cyber-attacks and other malicious internet-based activities continue to increase. As the techniques used to obtain unauthorized access or sabotage systems 
change frequently and generally are not identified until they are launched against a target, our ability to anticipate these techniques or to implement adequate 
preventative measures is reduced. In addition, third parties have made attempts to fraudulently induce employees or users to disclose information to gain access to 
our data or our customers’ data. As a result of any of these events, our or our customers’ and vendors’ information could be accessed or disclosed improperly. In 
addition, cybersecurity incidents affecting our customers could result in substantial delays in our ability to ship to those customers or install our products, which 
could result in delays in revenue recognition or the cancellation of orders. As discussed herein under the heading “We outsource select manufacturing activities to 
third-party service providers, which decreases our control over the performance of these functions and may result in lower quality and functionality of our 
products,” cybersecurity incidents affecting our service providers could negatively impact our ability to timely and cost-effectively produce products and/or 
negatively impact our competitive position in the market.  Likewise, cybersecurity events impacting our suppliers could result in substantial delays in our ability 
to obtain necessary components for our products from 
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those suppliers, which could hamper our ability to ship our products to our customers, harming our results of operations and our customer relationships. Any or 
all of the above issues could negatively affect our ability to attract new customers, cause existing customers to choose to purchase from our competitors, result in 
reputational damage or subject us to third-party lawsuits, regulatory fines or other action or liability, which could adversely affect our operating results.

We are also subject to evolving and increasingly complex laws, regulations and standards relating to data protection, privacy, and cybersecurity in the 
United States and globally, as well as to the SEC’s disclosure requirements regarding cybersecurity risk management, strategy, governance and incident reporting. 
Failure to prevent or timely detect and remediate a cybersecurity incident, or to comply with applicable laws, regulations, contracts, or industry standards, could 
result in governmental inquiries or enforcement, regulatory penalties, private litigation, indemnity obligations, and other adverse consequences.

We maintain cybersecurity insurance; however, coverage may not be sufficient to cover all losses or impacts from a cybersecurity incident.

Compliance with data protection laws may be costly and may impede development of new products, and any failure to comply with, or inquiries under, 
these laws could have a material adverse effect on our business, results of operations, and financial condition.

The General Data Protection Regulation (“GDPR”) is a regulation in European Union (“EU”) law on data protection and privacy for the individuals within 
the EU and the European Economic Area (“EEA”). It also addresses the export of personal data outside the EU and EEA areas. The United Kingdom has adopted 
legislation that substantially implements the GDPR and provides for a similar penalty structure.  We are also subject to the California Consumer Privacy Act of 
2018 (“CCPA”) and the California Privacy Rights Act (“CPRA”), an amendment and expansion of the CCPA. We may also be subject to other data privacy laws 
in the United States, at both the state and federal levels, and the other countries in which we operate.  In many cases, these laws apply not only to third-party 
transactions, but also to transfers of information between us and our subsidiaries, and among the subsidiaries and other parties with which we have commercial 
relations. The introduction of new products or expansion of our activities in certain jurisdictions may subject us to additional laws and regulations. These U.S. 
federal and state and foreign laws and regulations, including GDPR which can be enforced by private parties or government entities, are constantly evolving and 
can be subject to significant change. In addition, the application and interpretation of these laws and regulations, including GDPR, are often uncertain, particularly 
in our evolving industry, and may be interpreted and applied differently from country to country. Appropriate technical and organizational measures are necessary 
to implement these data protection principles.  These laws and regulations can be costly to comply with and may delay or impede the development of new 
products, result in negative publicity, increase our operating costs, require significant management time and attention, or subject us to inquiries or investigations, 
claims or other remedies, including fines, which may be significant, or demands that we modify or cease existing business practices. A failure by us, our 
suppliers, or other parties with whom we do business to comply with posted privacy policies or with other federal, state, or international privacy-related or data 
protection laws and regulations, including GDPR, CCPA, CPRA and other new or changing privacy laws and regulations, could result in proceedings against us 
by governmental entities or others, which could have a material adverse effect on our business, results of operations, and financial condition.

Risks Related to Competition

Some of our current and potential competitors have significantly greater resources than we do, and increased competition could impair sales of our 
products or cause us to reduce our prices.

The market for semiconductor capital equipment is highly competitive. We face substantial competition from established companies in each of the markets 
we serve. We principally compete with KLA, Nova, Camtek, Ushio, Canon, GigaVis Co. Ltd. and PDF Solutions. Each of our products also competes with 
products that use different metrology, inspection or lithography techniques. Some of our competitors have greater financial, engineering, manufacturing and 
marketing resources, broader product offerings and service capabilities and larger installed customer bases than we do. As a result, these competitors may be able 
to respond more quickly to new or emerging technologies or market developments by devoting greater resources to the development, promotion and sale of 
products, which, in turn, could impair sales of our products. Further, there may be significant merger and acquisition activity among our competitors and potential 
competitors, which, in turn, may provide them with a competitive advantage over us by enabling them to rapidly expand their product offerings and service 
capabilities to meet a broader range of customer needs.

Many of our existing and potential customers in the semiconductor device manufacturing industry are large companies that require global support and 
service for their semiconductor capital equipment. Some of our competitors have more extensive support and service infrastructures than we do, which could 
place us at a disadvantage when competing for the business of 
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global semiconductor device manufacturers. Many of our competitors are investing heavily in the development of new systems that will compete directly with our 
systems. We have, from time to time, selectively reduced prices on our systems in order to protect our market share, and competitive pressures may necessitate 
further price reductions. We expect our competitors in each product area to continue to improve the design and performance of their products and to introduce 
new products with competitive prices and performance characteristics. These product introductions would likely require us to decrease the prices of our systems 
and increase the level of discounts that we grant our customers. Price reductions or lost sales as a result of these competitive pressures would reduce our total 
revenue and could adversely impact our financial results.

Because of the high cost of switching equipment vendors in our markets, it is sometimes difficult for us to win new customers from our competitors even 
if our systems are superior to theirs.

Once a semiconductor device manufacturer has selected one vendor’s capital equipment for a production-line application, the manufacturer typically relies 
upon that capital equipment and, to the extent possible, subsequent generations of the same vendor’s equipment for the life of the application. Once a vendor’s 
equipment has been installed in a production line application, a semiconductor device manufacturer must often make substantial technical modifications and may 
experience production-line downtime in order to switch to another vendor’s equipment. Accordingly, unless our systems offer performance or cost advantages 
that outweigh a customer’s expense of switching to our systems, it will be difficult for us to achieve significant sales to that manufacturer once it has selected 
another vendor’s capital equipment for an application.

Risks Related to Our International Operations

Tariffs, export regulations, and other market barriers have impacted and may continue to impact our ability to compete for the business of domestic 
customers in China and other jurisdictions, which has adversely affected and may continue to adversely affect our, business, financial condition and 
results of operations. 

Recent changes in U.S. trade policy have adversely affected and may continue to adversely affect our business.  In 2025, the U.S. implemented a number 
of tariffs on goods imported into the U.S. (“U.S. Tariffs”).  In addition, in retaliation for the tariffs imposed on U.S. imports, a number of other countries 
announced reciprocal tariffs on goods imported from the U.S. The U.S. Tariffs and reciprocal tariffs imposed by other countries may continue to evolve. As 
discussed above under the heading “If we do not manage our supply chain effectively, our operating results may be adversely affected, and any increases in 
material, labor, supplier, logistics and other operating costs, or supply chain delays and shortages, could lower our margins or result in lost sales,” the U.S. Tariffs 
have increased, and may continue to increase, our supply chain costs. Reciprocal tariffs imposed by other countries have harmed and may continue to harm 
demand for our products from customers in those regions, or may cause our customers in those regions to push out or cancel previously placed purchase orders. 

Additionally, over the last several years, the U.S. government has significantly expanded export controls on certain technologies and commodities to 
certain markets, particularly with respect to semiconductor and other high technology exports to China. For example, the U.S. Department of Commerce (“DoC”) 
has imposed export controls on the transfer of certain U.S. products and technologies to “military end users” in China, as well as restrictions on the transfer of 
U.S. products to certain companies, including Huawei Technologies Co., Ltd., and its affiliates. Most recently, in 2022, the DoC imposed new export controls 
related to the Chinese semiconductor manufacturing, advanced computing, and supercomputer industries.  In 2023, 2024 and 2025, the DoC revised and expanded 
the 2022 export controls and added new controls.  The DoC has also added a number of companies in China to the Unverified List and Entity List of the Export 
Administration Regulations (“EAR”), including major buyers of semiconductor equipment. In September 2025, the DoC instituted the “50% Rule” (also known 
as the “Affiliates Rule”), which applied Entity List restrictions to affiliates of listed entities.  The 50% rule added thousands of companies to the entity list.  The 
implementation of the rule was ultimately suspended for a year until November 2026, but could be reinstated before then.

The effect of these changes, among others, is that Onto Innovation is required to conduct additional end-use diligence and in some instances, obtain export 
licenses before providing products to certain customers. There can be no assurance that export licenses applied for by us or our customers will be granted in a 
timely manner or at all. We have experienced and may continue to experience a temporary loss of revenues while we are obtaining licenses with certain customers 
affected by export controls.  Failure to obtain any required license could result in a reduction of anticipated revenues until we are able to replace unlicensed orders 
with other customer orders for which a license has been obtained or is not required, and there can be no assurance that replacement orders will be obtained on 
favorable terms, in a timely manner, or at all.  In addition, any licenses that are granted to us or to our customers may have a short duration or require us to satisfy 
various conditions, and it is possible that licenses that have been granted may be revoked or we may not be successful in obtaining reissuance of such licenses 
upon their expiration or in the event modifications are required to a previously issued license.  Any of these occurrences could have a material adverse effect on 
our revenues, business, financial condition and results of operations. Further, we hold inventory of 
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products that may be affected by these recent U.S. government actions, including potential order cancellations. If the sale of these products is delayed or we are 
unable to return or dispose of our inventory on favorable economic terms, we may incur additional carrying costs for the inventory or otherwise record charges 
associated with this inventory.

The administrative processing, attendant delays and risk of ultimately not obtaining required export approvals also put us at a disadvantage relative to our 
non-U.S. competitors who may not be required to comply with U.S. export controls. These difficulties and uncertainties have adversely affected our ability to 
compete for and win business from domestic customers in China. 

It is possible that the U.S. government will impose additional export controls on our products or systems, which could lead to further revenue losses. For 
example, it remains uncertain whether the current U.S. presidential administration will make additional changes with respect to U.S. export control policy. Any 
such changes could result in additional restrictions on our ability to sell products to customers in China and other jurisdictions. Foreign customers affected by 
current or future U.S. government sanctions, controls or threats of sanctions or controls may respond by developing their own solutions to replace our products or 
by utilizing our foreign competitors’ products (who are not subject to the same export controls and can fulfill the orders).  In addition, these export controls may 
also reduce overall global demand for our customers’ products or for other products produced or manufactured in the U.S. or based on U.S. technology, in turn 
reducing demand for our products, which could have a material adverse effect on our business, financial condition and results of operations.  Increased restrictions 
on China exports may also lead to regulatory retaliation by the Chinese government, which may adversely impact our business.

We are subject to compliance with domestic and foreign laws and regulations, and the burden of complying with such laws and regulations, or any 
failure to comply, has adversely affected and may continue to adversely affect our business, financial condition and results of operations. 

Our business is subject to risks inherent in doing business internationally, including compliance with, inconsistencies among, and unexpected changes in, a 
wide variety of foreign laws and regulatory environments, including, among other issues, with respect to employees, protection of our intellectual property, and a 
wide variety of operational regulations and trade and export controls under domestic, foreign, and international law. 

We are faced with various risks that may be associated with our compliance with existing, new, different, inconsistent or conflicting laws, regulations and 
rules enacted by governments and/or their regulatory agencies in the countries in which we operate as well as rules and policies implemented at our customer 
sites. These laws, regulations, rules and policies could relate to any of an array of issues including, but not limited to, environmental, tax, intellectual property, 
trade secrets, product liability, contracts, antitrust, employment, securities, import/export and unfair competition. The cost of maintaining compliance under 
multiple and changing regulatory regimes may adversely affect our business, financial condition and results of operations, and, in the case of export controls, has 
adversely affected and may continue to adversely affect our results of operations.  As discussed herein under the heading “Tariffs, export regulations, and other 
market barriers have impacted and may continue to impact our ability to compete for the business of domestic customers in China and other jurisdictions, which 
has adversely affected and may continue to adversely affect our business, financial condition and results of operations,” the U.S. government issued new export 
control rules between 2022 and 2025 aimed at restricting China’s access to semiconductor equipment and advanced computing technology, among other things.  
To comply with the new rules, Onto Innovation has had to expend time and resources that might otherwise have been used for revenue generating activities. 
Further regulatory changes could require additional diversion of resources to compliance efforts.  In addition, in the event that we fail to comply with or violate 
U.S. or foreign laws or regulations or customer policies, we could be subject to civil or criminal claims or proceedings that may result in monetary fines, penalties 
or other costs against us or our employees, which may adversely affect our operating results, financial condition, customer relations and ability to conduct our 
business.
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Political and economic instability may result in reduced demand for our products. 

We are subject to various global risks related to political and economic instabilities in countries in which we derive sales. If terrorist activities, armed 
conflict, civil or military unrest or political instability occurs outside of the United States, these events may result in reduced demand for our products or 
adversely affect our supply chain. For example, the Ukraine–Russia geographic region is a major source of critical raw materials used for semiconductor 
manufacturing (such as neon and palladium), and any supply chain disruptions or shortages of such materials due to the ongoing conflict in that region could 
impact our customers in a manner that reduces demand for our products. Similarly, if the conflict in Israel and Gaza and the surrounding area escalates, it could 
result in disruptions to our supply chain and/or the operations of our customers in a manner that reduces demand for our products.

In addition, due to the complex relationships among China, Hong Kong, Taiwan, and the United States, there is risk that political, diplomatic, and national 
security influences might lead to further trade, technology, or capital disputes, or disruptions affecting the semiconductor industry.  In particular, the escalation of 
geopolitical tensions between China and Taiwan may cause disruptions in the markets in which we operate and lead to a decreased demand for our products, 
which could adversely affect our business in Asia or have a negative impact on the regional or global economy.

Furthermore, an outbreak of hostilities or other political upheaval in China, Taiwan, Japan, or South Korea, or an economic downturn in Asia or globally, 
would likely harm the operations of our customers in these countries. The effect of these types of events on our revenue and cash flows could be material because 
we derive substantial revenue from sales to semiconductor device foundries in Taiwan such as Taiwan Semiconductor Manufacturing Company Ltd., from 
memory chip manufacturers in South Korea such as Samsung Electronics Co., Ltd., and from semiconductor device manufacturers in Japan such as Toshiba 
Corporation.

Natural disasters, changes in climate, public health crises, and geo-political conflicts could materially adversely affect our worldwide operations (or 
those of our business partners). 

The occurrence of one or more natural disasters, such as hurricanes, tropical storms, fires, cyclones, earthquakes, tsunamis, flooding, typhoons, volcanic 
eruptions and weather conditions such as major or extended winter storms, droughts and tornadoes, whether as a result of climate change or otherwise, may 
disrupt manufacturing or other operations. For example, our Milpitas operations are located near major earthquake fault lines in California. We cannot provide 
any assurance that alternate means of conducting our operations (whether through alternate production capacity or service providers or otherwise) would be 
available if a major disruption were to occur or that, if such alternate means were available, they could be obtained on favorable terms. 

Our business may also be affected by public health issues (for example, an outbreak of a contagious disease such as COVID-19, avian influenza, measles 
or Ebola).  The effects of a public health crisis may affect our operations and those of our suppliers, third-party service providers, and customers.  The extent to 
which the economic effects of a public health crisis could impact our business, results of operations, and financial conditions are difficult to predict, and depend 
on numerous evolving factors including any future resurgences of the public health crisis and the intensity and duration of any resulting adverse macroeconomic 
conditions. A public health crisis could expose our business, results of operations, and financial condition  to the following adverse impacts: disruptions to our 
supply chain in connection with the sourcing of materials, support, and services; disruption of operations due to unavailability of employees as a result of illness, 
travel restrictions and other factors; and a decrease in demand for our products. Any sustained or prolonged public health crises, or any ongoing, worsening or 
recurring supply chain disruptions or macroeconomic effects of such crises could have a material adverse effect on our business, results of operations, legal 
exposure, or financial condition and may also heighten many of the other risks described in this “Risk Factors” section.

There may also be conflict or uncertainty in the countries in which we operate, including safety issues, disruptions of service from utilities, nuclear power 
plant accidents or general economic or political unrest, including war, civil unrest or terrorist attacks. While current global conflicts have not materially adversely 
affected our business, new or expanding conflicts and sanctions  could result in disruptions to the global economy and/or supply chains that could materially 
adversely affect our business. 
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We may face difficulties in staffing and managing foreign branch operations due to political tensions or cultural differences. 

During periods of tension between the governments of the United States and certain other countries, it is often difficult for U.S. companies such as ours to 
staff and manage operations in such countries. Language and other cultural differences may also inhibit our sales and marketing efforts and create internal 
communication problems among our U.S. and foreign research and development teams, increasing the difficulty of managing multiple remote locations 
performing various development, quality assurance, and yield ramp analysis projects.

Currency fluctuations may impact our international sales or expose us to exchange rate risk. 

A substantial portion of our international sales are denominated in U.S. dollars. As a result, if the dollar rises in value in relation to foreign currencies, our 
systems will become more expensive to customers outside the United States and may be less competitive with systems produced by competitors outside the 
United States. These conditions could negatively impact our international sales. Foreign sales also expose us to collection risk in the event it becomes more 
expensive for our foreign customers to convert their local currencies into U.S. dollars. Additionally, in the event a larger portion of our revenue becomes 
denominated in foreign currencies, we would be subject to a potentially significant exchange rate risk, and any failure to sufficiently hedge or otherwise manage 
these risks could materially and adversely affect our financial condition, results of operations, and liquidity.

Our internal controls with respect to anti-corruption laws may not be effective, and any failure to comply with such laws may result in severe sanctions 
and liabilities, which may negatively affect our business, operating results and financial condition.

We are subject to the Foreign Corrupt Practices Act of 1977, as amended (the “FCPA”), and other laws that prohibit improper payments or offers of 
payments to foreign governments and their officials and political parties by U.S. persons and issuers as defined by the statute, for the purpose of obtaining or 
retaining business. Also, similar worldwide anti-bribery laws, such as the U.K. Bribery Act and Chinese anti-corruption laws, generally prohibit companies and 
their intermediaries from making improper payments to non-U.S. officials for the purpose of obtaining or retaining business. Some of our distribution partners are 
located in parts of the world that have experienced governmental corruption to some degree and, in certain circumstances, strict compliance with anti-bribery laws 
may conflict with local customs and practices. The policies and procedures we have implemented to discourage these practices by our employees, our existing 
safeguards and any future improvements may prove to be ineffective, and our employees, consultants, sales agents or distributors may engage in conduct for 
which we might be held responsible. Violations of the FCPA or international anti-corruption laws may result in severe criminal or civil sanctions, and we may be 
subject to other liabilities, which could negatively affect our business, operating results and financial condition. In addition, the U.S. government may seek to hold 
us liable for successor liability FCPA violations committed by companies in which we invest or that we acquire. We cannot assure you that our internal control 
policies and procedures will protect us from reckless or negligent acts committed by our employees, distributors, partners, consultants or agents.

Risks Related to Laws, Legal Proceedings, Financial Markets and the Environment

Changes in tax rates or tax liabilities could affect results.

As a global company, we are subject to taxation in the United States and various other countries. Significant judgment is required to determine and 
estimate worldwide tax liabilities. Our future annual and quarterly tax rates could be affected by numerous factors, including changes in the (1) applicable tax 
laws; (2) composition of earnings in countries with differing tax rates; or (3) recoverability of our deferred tax assets and liabilities. Due to the pace of legislative 
changes and the scale of our business activities, any substantial changes in tax policies or legislative initiatives may materially and adversely affect our business, 
the taxes we are required to pay, our financial position, and results of operations. For example, beginning in 2022, the U.S. Tax Cuts and Jobs Act of 2017 
(“TCJA”) eliminated the existing option to deduct U.S. domestic and foreign research and development expenditures on the U.S. tax returns and required 
taxpayers to capitalize and amortize them over five and fifteen years, respectively, pursuant to IRC Section 174. The requirement reduced our cash flows for 
2022, 2023 and 2024. On July 4, 2025, the U.S. enacted tax reform legislation through the One Big Beautiful Bill Act that allows for the immediate expensing of 
domestic U.S. research and development expenses, although the Company continues to capitalize and amortize foreign research and development costs on the 
U.S. tax return. In addition, any changes to U.S. and global corporate income tax laws, including increasing U.S. taxation of international business operations and 
imposing a global minimum tax could have a negative impact on our tax position in the future.  Many countries and organizations, such as the Organization for 
Economic Cooperation and Development (“OECD”), which is discussed further below, are also actively considering changes 
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to existing tax laws or have proposed or enacted new laws that could increase our tax obligations in countries where we do business or cause us to change the way 
we operate our business. Any of these developments or changes in federal, state, or international tax laws or tax rulings could adversely affect our effective tax 
rate and our results of operations.

The OECD has released guidance covering various topics, including country-by-country reporting, definitional changes to permanent establishment and 
Base Erosion and Profit Shifting (“BEPS”), an initiative that aims to standardize and modernize global tax policy. The guidance also established a global 
minimum tax of 15%. This guidance has been implemented by several jurisdictions, including jurisdictions in which we operate, and many other jurisdictions are 
in the process of implementing it. Depending on the final form of legislation ultimately enacted, there may be significant consequences for us due to our 
international business activities, including, but not limited to, an increase in our tax uncertainty and adverse effects on our provision for income taxes. On January 
5, 2026, the OECD announced that the Inclusive Framework on Base Erosion and Profit Shifting agreed to a new package of administrative guidance under the 
Pillar Two global minimum tax rules. The new administrative guidance allows for U.S. multinationals to provide for a Side-by-Side Safe Harbor that would 
exclude U.S.-parented multinational groups from the global minimum tax rule’s Income Inclusion Rule and Undertaxed Profits Rule on the grounds that the 
existing U.S. law is sufficiently robust in its taxation of domestic and foreign profits. Although we will continue to monitor U.S. and international legislative 
developments in this area, we cannot predict whether such protective measures or legislation will be adopted by non-U.S. countries, if any, and whether the U.S. 
would have any responsive measures.

In addition, we are subject to regular examination of our income tax returns by the Internal Revenue Service and other tax authorities. We regularly assess 
the likelihood of favorable or unfavorable outcomes resulting from these examinations to determine the adequacy of our provision for income taxes. Although we 
believe our tax estimates are reasonable, there can be no assurance that any final determination will not be materially different from the treatment reflected in our 
historical income tax provisions and accruals, which could materially and adversely affect our results of operations.

Turmoil or fluctuations in the credit markets and the financial services industry may negatively impact our business, results of operations, financial 
condition or liquidity, and our factoring arrangements may expose us to additional risks.

In the past, global credit markets and the financial services industry have experienced periods of turmoil and upheaval characterized by the tightening of 
the credit markets, the weakening of the global economy and an unprecedented level of intervention from the United States and other governments. Adverse 
economic conditions, such as sustained periods of economic uncertainty or a crisis in the financial markets may have a material adverse effect on our liquidity and 
financial condition if our ability to obtain credit from the capital financial markets, or from trade creditors is impaired.  If banks and financial institutions with 
whom we have banking relationships enter receivership or become insolvent in the future, we may be unable to access, and we may lose, some or all of our 
existing cash, cash equivalents and investments to the extent those funds are not insured or otherwise protected by the FDIC. In addition, a worsening economy or 
an economic crisis could also adversely impact our customers’ ability to finance the purchase of systems from us or our suppliers’ ability to provide us with 
product, either of which may negatively impact our business and results of operations.

We are subject to various environmental laws and regulations that could impose substantial costs upon us, and failure to comply with such laws and 
regulations may impact our business, operating results and financial condition.

Some of our operations use substances regulated under various federal, state, local, and international laws governing the environment, including those 
relating to the storage, use, discharge, disposal, labeling, and human exposure to hazardous and toxic materials. We could incur costs, fines and civil or criminal 
sanctions, third-party property damage or personal injury claims, or could be required to incur substantial investigation or remediation costs, if we were to violate 
or become liable under environmental laws. Liability under environmental laws can be joint and several and without regard to comparative fault. Compliance with 
current or future environmental laws and regulations could restrict our ability to expand our facilities or require us to acquire additional expensive equipment, 
modify our manufacturing processes, or incur other significant expenses. For example, we are, or may become subject to various new or proposed climate-related 
and other sustainability laws and regulations, including, for example, the state of California’s new climate change disclosure requirements and the EU’s new 
Corporate Sustainability Reporting Directive. Compliance with such laws and regulations, as well as any increased focus or scrutiny from the SEC and other 
regulators, investors, customers, vendors, employees, and other stakeholders concerning sustainability and climate matters, could impose additional costs on us. 
We may unintentionally violate environmental laws or regulations in the future as a result of human error, equipment failure or other causes.  In addition to the 
potential adverse effects on our business operations of such an event, we are committed to maintaining safe working conditions for our employees 
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and sourcing, manufacturing, and distributing our products in a responsible and environmentally friendly manner, and any failure on our part to do so may cause 
reputational harm for the Company.

Legal proceedings, claims and investigations may expose us to increased costs and may negatively affect our business and results of operations.

We have been from time to time, and in the future may be, involved in legal proceedings or claims regarding any number of matters, including intellectual 
property infringement, contract disputes, trade compliance, antitrust, environmental regulations, privacy and data protection, securities, product performance, 
product liability, employment and workplace safety, and other matters. In addition, we may receive, and have received, inquiries, warrants, subpoenas, and other 
requests for information in connection with government investigations of potential or suspected violations of law by our company and/or other companies that we 
work with. We have also received, and may receive in the future, claims from customers who believe we owe them product warranty protection, indemnification 
or other obligations.

Legal proceedings, claims, and government investigations, whether with or without merit, may be time-consuming and expensive to respond to and 
defend.  They may also divert management’s attention and our other resources from day-to-day operational matters; constrain our ability to sell products and 
services; result in adverse judgments for damages, injunctive relief, penalties and fines; and negatively affect our business and results of operations. We cannot 
predict the outcome of current or future legal proceedings, claims or investigations.

Risks Related to Growth and Acquisitions

Integrating Semilab USA’s business may be more difficult, costly or time-consuming than expected, and we may fail to realize the anticipated benefits of 
the acquisition, which may adversely affect our business results and negatively affect the value of our common stock.
 
The success of the Semilab USA acquisition, including the realization of anticipated benefits, will depend, in part, on our ability to successfully combine our and 
Semilab USA’s businesses. The integration may be more difficult, costly or time consuming than expected. It is possible that the integration process could result 
in the loss of key employees or the disruption of each company’s ongoing businesses or that the alignment of standards, controls, procedures and policies may 
adversely affect the combined company’s ability to maintain relationships with clients, customers, suppliers and employees or to fully achieve the anticipated 
benefits and cost savings of the transaction. The loss of key employees could adversely affect our ability to successfully conduct our business in the markets in 
which Semilab USA now operates, which could have an adverse effect on our financial results. Other potential difficulties of combining our and Semilab USA’s 
businesses include unanticipated issues in integrating manufacturing, logistics, information communications and other systems. If we experience difficulties with 
the integration process, the anticipated benefits of the Semilab USA acquisition may not be realized fully or at all, or may take longer to realize than expected. 
Integration efforts between the two companies may also divert management attention and resources. These integration matters could have an adverse effect on our 
business and Semilab USA during this transition period and for an undetermined period after completion of the Semilab USA acquisition on the combined 
company.

We may choose to acquire new and complementary businesses, products or technologies instead of developing them ourselves, and we may be unable to 
complete these acquisitions or may not be able to successfully integrate an acquired business in a cost-effective and non-disruptive manner.

Our success depends on our ability to continually enhance and broaden our product offerings in response to customer-anticipated process changes, 
strategic opportunities for growth, and industry technology trends. To this end, we have, from time to time, engaged in the process of identifying, analyzing and 
negotiating possible acquisition transactions, and, from time to time, acquiring one or more businesses, and we expect to continue to do so in the future. We may 
choose to acquire new and complementary businesses, products, technologies and/or services instead of developing them ourselves. We may, however, face 
competition for acquisition targets from larger and more established companies with greater financial resources, making it more difficult for us to complete 
acquisitions. We cannot provide any assurance that we will be successful in consummating future acquisitions on favorable terms or that we will realize the 
benefits that we anticipate from one or more acquisitions that we consummate. Integrating any business, product, technology or service into our current operations 
could be expensive and time-consuming and/or disrupt our ongoing business. Further, there are numerous risks associated with acquisitions and potential 
acquisitions, including, but not limited to:

• diversion of management’s attention from day-to-day operational matters and current products and customers;

• lack of synergy or the inability to successfully integrate the new business or to realize expected synergies;
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• integration of acquired businesses and their operations, including enterprise resource planning systems, may be costly and time-consuming and 
divert resources away from other projects;

• failure to commercialize the new technology or business;

• failure to meet the expected performance of the new technology or business;

• failure to retain key employees and customer or supplier relationships;

• lower-than-expected market opportunities or market acceptance of any new products; and

• unexpected reduction of sales of existing products as a result of the introduction of new products.

Our inability to consummate one or more acquisitions on favorable terms, or our failure to realize the intended benefits from one or more acquisitions, 
could have a material adverse effect on our business, liquidity, financial position and/or results of operations, including as a result of our incurrence of 
indebtedness and related interest expense and our assumption of unforeseen contingent liabilities. We might need to raise additional funds through public or 
private equity or debt financings to finance any acquisition. In that event, we could be forced to obtain financing on terms that are not favorable to us and, in the 
case of equity financing, that result in dilution to our stockholders. In addition, any impairment of goodwill or other intangible assets, amortization of intangible 
assets, write-down of other assets or charges resulting from the costs of acquisitions and purchase accounting could harm our business and operating results.

If we cannot effectively manage growth, our business may suffer.

Over the long-term, we intend to grow our business by increasing our sales efforts and completing strategic acquisitions. To effectively manage growth, 
we must, among other things:

• engage, train and manage a larger sales force and additional service personnel;

• expand the geographic coverage of our sales force;

• expand our information systems;

• identify and successfully integrate acquired businesses into our operations; and

• administer appropriate financial and administrative control procedures.

Growth of our business will likely challenge our management, financial, operational, technical, sales, administrative, and other resources. Any failure to 
effectively manage our growth may cause our business to suffer and our stock price to decline.

Risks Related to the Global Economy and the Semiconductor Industry

Cyclicality in the semiconductor device industry has led to substantial decreases in demand for our systems in the past and may, from time to time, 
continue to do so.

Our operating results are subject to significant variation due to global economic conditions and the cyclical nature of the semiconductor device industry. 
Our business depends upon the capital expenditures of semiconductor device manufacturers, which, in turn, depend upon the current and anticipated market 
demand for semiconductors and products using semiconductors. The timing, length and severity of the up-and-down cycles in the semiconductor equipment 
industry are difficult to predict. In recent history, the industry has experienced significant downturns, generally in connection with declines in economic 
conditions.  This cyclical nature of the industry in which we operate affects our ability to accurately predict future revenue and, thus, future expense levels. When 
cyclical fluctuations result in lower-than-expected revenue levels, operating results may be adversely affected, and cost reduction measures may be necessary in 
order for us to remain competitive and financially sound. During a down cycle, we must be in a position to adjust our cost and expense structure to prevailing 
market conditions and to continue to motivate and retain our key employees. In addition, during periods of rapid growth, we must be able to increase 
manufacturing capacity and personnel to meet customer demand. We can provide no assurance that these objectives can be met in a timely manner in response to 
industry cycles, and we cannot predict when and to what extent sales may normalize, or when and to what extent gross margins may improve, following any such 
occurrence. If we fail to respond to industry cycles, our business could be seriously harmed. 

We may also experience supplier or customer issues as a result of adverse macroeconomic conditions. If our customers have difficulties in obtaining 
capital or financing, this could result in lower sales. Customers with liquidity issues could also 
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result in an increase in bad debt expense. These conditions could also affect our key suppliers, which could affect their ability to supply parts and result in delays 
of our customer shipments.

Our future rate of growth is highly dependent on the development and growth of the market for microelectronic device inspection, lithography and 
metrology equipment.

We target our products to address the needs of semiconductor device manufacturers. If for any reason the market for products fails to grow in the long 
term, we may be unable to maintain current revenue levels in the short term and maintain our historical growth in the long term. Growth in the inspection market 
is dependent to a large extent upon semiconductor manufacturers replacing manual inspection with automated inspection technology. Growth in the metrology 
market is dependent to a large extent upon new chip designs and capacity expansion of microelectronic manufacturers. Growth in the lithography market is 
dependent on the development of cost-effective packaging with high fine pitch RDLs, ultimately migrating to multi-die, large, form-factor packages. There can be 
no assurance that manufacturers will undertake these actions at the rate we expect.

General Risk Factors

Provisions of our charter documents and of Delaware law could discourage potential acquisition proposals and/or delay, deter or prevent a change in 
control of our company.

Provisions of our certificate of incorporation and by-laws may inhibit changes in control of our company not approved by our Board of Directors. These 
provisions also limit the circumstances in which a premium can be paid for our common stock and in which a proxy contest for control of our Board may be 
initiated. These provisions provide for:

• a prohibition on stockholder actions through written consent;

• a requirement that special meetings of stockholders be called only by the chairperson of our Board of Directors or majority of our directors;

• advance notice requirements for stockholder proposals and director nominations by stockholders;

• the authority of our Board of Directors to issue, without stockholder approval, preferred stock with such terms as the Board may determine; and

• the authority of our Board, without stockholder approval, to adopt a stockholder rights plan.

We are also entitled to avail ourselves of the protections of Section 203 of the Delaware General Corporation Law, which could inhibit changes in control 
of the Company.

Our stock price is volatile.

The market price of our common stock has fluctuated widely. Consequently, the current market price of our common stock may not be indicative of future 
market prices, and we may be unable to sustain or increase the value of an investment in our common stock. Factors affecting our stock price may include:

• variations in operating results from quarter to quarter;

• changes in earnings estimates by analysts or our failure to meet analysts’ expectations;

• changes in the market price per share of our public company customers;

• market conditions in the semiconductor and other industries into which we sell products;

• general economic conditions;

• political changes, hostilities or natural disasters such as hurricanes and floods;

• the impact of infectious disease pandemics, on the global economy and on our customers, suppliers, employees, and business;

• low trading volume of our common stock; and

• the number of firms making a market in our common stock.
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In addition, the stock market has experienced periods of significant price and volume fluctuations. These fluctuations have particularly affected the market 
prices of the securities of high technology companies like ours. Any such market fluctuations in the future could adversely affect the market price of our common 
stock.

 Item 1B. Unresolved Staff Comments.

None.



Table of Contents
 

30

Item 1C. Cybersecurity

Cybersecurity Risk Management and Strategy

We rely heavily on information technology (IT) systems in all aspects of our operations, and data security plays an important role in the protection of our 
proprietary information and that of our customers and suppliers. For these reasons, we take a number of steps to protect Onto Innovation’s IT systems from 
internal and external cybersecurity threats.

Identifying and assessing cybersecurity risk is integrated into our overall risk management systems and processes. Cybersecurity risks related to our 
business, technical operations, and privacy and compliance issues are identified and addressed through a multi-faceted approach including third-party 
assessments, IT security, governance, risk and compliance reviews. To defend, detect and respond to cybersecurity incidents, we, among other things: conduct 
proactive cybersecurity reviews of systems and applications, perform penetration testing using external third-party tools and techniques to test security controls, 
conduct employee training, utilize an expert third party to continuously monitor and respond to possible threats, monitor emerging laws and regulations related to 
data protection and information security and implement appropriate changes. We regularly collaborate with leading security providers, industry groups, and 
industry peers to exchange information on trends and best practices to address new and evolving cybersecurity risks.

We have implemented incident response processes which have four overarching and interconnected stages: 1) preparation for a cybersecurity incident, 2) 
detection and review of an incident, 3) containment and remediation, and 4) post-incident review and analysis. Cybersecurity incident responses are managed by 
our Corporate Incident Response Team and overseen by our Vice President of IT.

Security events and data incidents are evaluated, ranked by severity and prioritized for response and remediation. Incidents are evaluated to determine 
materiality as well as operational and business impact, and reviewed for privacy impact.

We also conduct tabletop exercises to simulate responses to cybersecurity incidents. Our team of cybersecurity professionals then collaborates with 
technical and business stakeholders across our business units to further analyze the risk to the Company, and form detection, mitigation and remediation 
strategies.

Our controls are informed by recognized industry standards and frameworks and are designed to address prevention, detection, and response. Since 2021, 
our Information Security Management System has been certified to ISO/IEC 27001, and in the current year we achieved certification to the ISO/IEC 27001:2022 
standard. Our program includes policies and standards, identity and access management (including multi‑factor authentication where appropriate), endpoint 
detection and response, network security and segmentation, logging and monitoring, data protection controls, secure software development practices where 
applicable, and business continuity and disaster recovery planning. Our program is also informed by elements of the NIST Cybersecurity Framework.

Our cybersecurity program also includes third-party assessments to identify and mitigate risks from third parties such as vendors, suppliers, and other 
business partners associated with our use of third-party service providers. Cybersecurity risks are evaluated when determining the selection and oversight of 
applicable third-party service providers and potential risks when handling and/or processing our employee, business or customer data. In addition to new vendor 
onboarding, we have ongoing monitoring and perform risk assessments during third-party cybersecurity compromise incidents to identify and mitigate risks to us 
from third-party incidents.

Our individual employees also play an important role in our information security systems. All employees are required to familiarize themselves with the 
Company’s information security policies and, at least annually, employees are required to participate in an information security training program, which is 
designed to help employees identify potential threats and train them on how to respond.  Throughout the year, the IT department conducts simulated phishing 
campaigns and other simulated hacking attacks with employees as a way of reminding them of their security obligations and ensuing that our SETA (security 
education and training awareness) has been effective.

As of the date of this Form 10-K, no risks from cybersecurity threats, including as a result of any previous cybersecurity incidents, have materially affected 
or are reasonably likely to materially affect us, including our business strategy, results of operations, or financial condition.

For more information on the cybersecurity risks we face that could adversely impact us, please see “Part I, Item IA - Risk Factors - If our network security 
measures are breached and unauthorized access is obtained to a customer’s data, to our data, or to our information technology systems, we may incur significant 
legal and financial exposure and liabilities and may experience disruptions in our operations.”
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Cybersecurity Governance

The Company’s Board of Directors has oversight of information security matters at the Company, including reviewing the Company’s cybersecurity 
practices.  At least annually, the Vice President of IT presents the Company’s information security policies and programs to the Board. Our Audit Committee is 
tasked with overseeing risks from cybersecurity threats. Members of the Audit Committee receive updates on cybersecurity matters on a quarterly basis from one 
or more representatives from the Company’s Cyber Security Council (“CSC”), which is composed of our Senior Executive Team, our Vice President of IT and 
our IT Security Director. These updates include a discussion of existing and new cybersecurity risks (if any), updates on how management is addressing and/or 
mitigating those risks, and the status of information security initiatives. Other Board members also engage in conversations with management on cybersecurity-
related news events and discuss any updates to our cybersecurity risk management and strategy programs outside of the scheduled meetings.

The CSC is also responsible for the executive level supervision of the Company’s cybersecurity risk, information security, and technology risk, as well as 
the IT department’s actions to identify, assess, mitigate, and remediate cyber related issues. The CSC receives regular quarterly reports from the Vice President of 
IT on the Company’s cybersecurity risk profile and enterprise cybersecurity program. 

We have also established a process whereby potentially material cybersecurity incidents are escalated to a Cybersecurity Disclosure Committee (“CDC”) 
consisting of our CEO, CFO, Senior Vice President and General Counsel, Vice President of IT and Corporate Controller.  The CDC is tasked with evaluating 
whether such incidents have material impact on the Company, and thus require disclosure, as well as any other actions that may be appropriate in response to the 
incident. The CDC promptly notifies the Audit Committee if it determines that an incident is likely to have a material impact on the Company and updates the 
Audit Committee on a quarterly basis of any incidents that it has evaluated and determined were not material.

The Vice President of IT acts as our head of information security in leading our information security organization. Our Vice President of IT has over 25 
years of industry experience leading large technology organizations, including, most recently, as the leader of the IT organization at a large privately held 
company. Our IT Security Director is a senior cybersecurity and IT leader with 27 years of experience across infrastructure design and architecture engineering, 
enterprise network engineering, and security operations.  Other team members who support our information security program have relevant educational and 
industry experience, including holding similar positions at other technology companies.
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Item 2. Properties.

Our principal executive office building is located at 16 Jonspin Road in Wilmington, Massachusetts.  We own our Milpitas facility and lease facilities for 
corporate, engineering, manufacturing, sales and service-related purposes in the United States and nine other countries - China, Germany, Japan, the Netherlands, 
South Korea, Singapore, Taiwan, Malaysia and Vietnam. The following table indicates the location, the general purpose and the square footage of our material 
facilities. Our leases expire at various times through November 30, 2035.

Location   Facility Purpose  

Approximate
Square
Footage  

Wilmington Massachusetts   Corporate Headquarters, Engineering and Service     77,500 
Milpitas, California   Engineering, Manufacturing, Service and Administration     134,600 
Budd Lake, New Jersey   Engineering, Service and Administration     48,900 
Bloomington, Minnesota   Engineering, Manufacturing, Service and Administration     98,700 
Hillsboro, Oregon   Engineering and Service     17,100 
Snoqualmie, Washington   Engineering and Service     20,300 
Tucson, Arizona   Engineering, Manufacturing and Service     18,900 
Tampa, Florida   Engineering, Manufacturing, Service and Administration     52,800 
North Billerica, Massachusetts   Engineering, Manufacturing and Service     14,400 
South Korea   Sales and Service     37,000 
Taiwan   Sales and Service     38,600 
China   Sales, Service and Engineering     28,600 
Japan   Sales and Service     12,400 
Singapore   Sales and Service     11,300 

We also lease office space for other smaller sales and service offices in several locations throughout the world.

We believe that our existing facilities and capital equipment are adequate to meet our current requirements and that suitable additional or substitute space 
is available on commercially reasonable terms if needed.

Item 3. Legal Proceedings.

The information set forth under the heading “Legal Matters” in Note 9, “Commitments and Contingencies” to the Consolidated Financial Statements is 
incorporated herein by reference.

 Item 4. Mine Safety Disclosures.

None.
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PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.

Our common stock, $0.01 par value per share, is quoted on the New York Stock Exchange (“NYSE”) under the symbol “ONTO.” As of February 3, 2026, 
there were approximately 80 stockholders of record.  Set forth below is a line graph comparing the annual percentage change in the cumulative return to the 
stockholders of the Company’s common stock with the cumulative return of the NYSE Composite Index and an industry specific index, the PHLX 
Semiconductor Index, for the period commencing on December 31, 2020 and ending on December 31, 2025.

The information contained in the performance graph shall not be deemed to be “soliciting material” or to be “filed” with the SEC, nor shall such 
information be incorporated by reference into any future filing under the Securities Act or the Exchange Act, except to the extent that the Company specifically 
incorporates it by reference into such filing.

The graph assumes that $100 was invested on December 31, 2020 in the Company’s common stock and in each index.  Stockholder returns over the 
indicated period should not be considered indicative of future stockholder returns.

Prepared by Zacks Investment Research, Inc. Used with permission.  All rights reserved.  Copyright 1980-2026.
 

    12/20     12/21     12/22     12/23     12/24     12/25  
Onto Innovation Inc.     100.0      212.9      143.2      321.4      350.3      331.8 
NYSE Composite     100.0      120.7      109.4      124.5      144.1      169.6 
PHLX Semiconductor     100.0      142.9      93.0      155.4      187.0      268.2 

We have never declared or paid a cash dividend on our common stock and we currently do not intend to do so. The declaration of any future dividends by 
us is within the discretion of our Board of Directors and will be dependent on our earnings, financial condition and capital requirements as well as any other 
factors deemed relevant by our Board of Directors.

In February 2024, the Onto Innovation Board of Directors approved a share repurchase authorization, which allows us to repurchase up to $200 million 
worth of shares of our common stock.  Repurchases may be made through both public market and private transactions from time to time with shares purchased 
being subsequently retired.  During the three and twelve months ended January 3, 2026, we repurchased 0 and 492 thousand shares of our common stock under 
this repurchase authorization.  The amount paid to repurchase the shares in excess of par value, including transaction costs, is recorded directly as a decrease to 
additional paid-in capital and accumulated earnings. At January 3, 2026, there was $99.9 million available for future share repurchases under the share repurchase 
authorization.
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For further information, see Note 17 in the accompanying Notes to the Consolidated Financial Statements included in this Form 10-K.

In addition to our share repurchase program, we withhold common stock shares associated with net share settlements to cover tax withholding obligations 
upon the vesting of restricted stock unit awards under the Company’s equity incentive program. Please refer to Note 11 of the Notes to the Consolidated Financial 
Statements included in this Form 10-K for further discussion regarding our equity incentive plan.

The following table provides details of common stock purchased during the three-month period ended January 3, 2026:

Period  

Total Number
of Shares

Purchased (1)    

Average
Price

Paid per
Share    

Total Number
of Shares

Purchased as
Part of Publicly

Announced
Program    

Maximum
Approximate Dollar Value of

Shares that
May Yet Be

Purchased Under
the Program  

    (in thousands, except for per share data)  
September 28, 2025 - October 27, 2025     1    $ 141.05      —    $ 99,935 
October 28, 2025 - November 27, 2025     —    $ —      —    $ 99,935 
November 28, 2025 - January 03, 2026     4    $ 153.63      —    $ 99,935 
Three Months Ended January 03, 2026     5            —       
                         

Includes shares withheld through net share settlements.                        
 

Item 6. [Reserved]

1  
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Executive Summary

We are a worldwide leader in the design, development, manufacture and support of process control tools that perform macro-defect inspection and 
metrology, lithography systems, and process control analytical software used by semiconductor and advanced packaging device manufacturers. We deliver 
comprehensive solutions throughout the semiconductor fabrication process with our families of proprietary products that provide critical yield-enhancing 
information, enabling microelectronic device manufacturers to drive down costs and time to market of their devices. We provide process and yield management 
solutions used in both wafer processing facilities, often referred to as “front-end” manufacturing, and in device packaging and test facilities, commonly referred to 
as “back-end” manufacturing. Our advanced process control software portfolio includes powerful solutions for standalone tools, groups of tools, or factory-wide 
suites to enhance productivity and achieve significant cost savings. 

Our principal market is semiconductor capital equipment.  Semiconductors packaged as ICs, or “chips,” are used in consumer electronics, server and 
enterprise systems, mobile computing (including smart phones and tablets), data storage devices, and embedded automotive and control systems.  Our core focus 
is the measurement and control of the structure, composition, and geometry of semiconductor devices as they are fabricated on silicon wafers to improve device 
performance and manufacturing yields. 

Our products and services are used by our customers who manufacture many types of ICs for a multitude of applications, each having unique 
manufacturing challenges. This includes ICs to enable information processing and management (logic ICs), memory storage (NAND, 3D-NAND, NOR, and 
DRAM), analog devices (e.g., Wi-Fi and 5G radio ICs, power devices), MEMS sensor devices (accelerometers, pressure sensors, microphones), image sensors, 
and other end markets including components for AI, hard disk drives, LEDs, and power management.

The semiconductor and electronics industries have also been characterized by constant technological innovation. We believe that, over the long term, our 
customers will continue to invest in advanced technologies and new materials to enable smaller design rules and higher density applications that fuel demand for 
process control equipment.

The following table summarizes certain key financial information for the periods indicated below:

  Year Ended  

 
January 3,

2026    
December 28,

2024  

 
(in thousands, except for percentages

 and per share data)  
 Revenue $ 1,005,263    $ 987,321 
 Gross profit $ 499,770    $ 515,308 
 Gross profit as a percent of revenue   49.7%    52.2%
 Total operating expenses $ 366,843    $ 328,205 
 Net income $ 136,759    $ 201,670 
 Diluted earnings per share $ 2.78    $ 4.06 

• In fiscal 2025, revenue increased 2% compared to fiscal 2024, primarily due to higher sales to NAND and OSAT customers as well as revenue 
attributed to the acquired Semilab USA business, partially offset by lower sales to Foundry and DRAM customers.

• Gross profit as a percentage of revenue decreased to 49.7% for fiscal 2025 compared to 52.2% for fiscal 2024. This was primarily driven by write-
downs of excess and obsolete inventory, restructuring costs related to infrastructure transition and costs related to contract manufacturing set-up in 
fiscal 2025.

• The increase in operating expenses in fiscal 2025 compared to fiscal 2024 was primarily due to increased restructuring expenses, transaction and 
amortization costs related to the acquisition of Semilab USA, research and development project costs and compensation cost.

Our cash, cash equivalents and marketable securities balance decreased to $639.6 million at the end of fiscal 2025 from $852.3 million at the end of fiscal 
2024. This decrease was primarily the result of cash used for acquisitions of $436.1 million, purchases of common stock of $75.0 million, capital expenditures of 
$28.5 million, $13.5 million for tax payments related to net share settlement of employee stock-based compensation plans and purchase of non-marketable equity 
securities of $8.0 million, partially offset by $328.3 million of cash generated from operating activities and $13.4 million of cash from issuance of shares through 
share-based compensation plans.
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In recent years, the U.S. government implemented additional export regulations for U.S. semiconductor technology sold in China.  We have applied for 
export licenses to continue doing business with our customers that are affected by the new export rules.  However, the new export controls have resulted in lower 
net sales in China for fiscal 2025 compared to the prior fiscal years.

For a discussion of the risks related to our business and operations, see Part I, Item 1A – Risk Factors of this Annual Report on Form 10-K.

Results of Operations

The following table sets forth, for the periods indicated, our results of operations as percentages of our revenue. Our results of operations are reported as 
one business segment.

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
Revenue     100.0 %     100.0 %    100.0 %
Cost of revenue     50.3 %     47.8 %    48.5 %
Gross profit     49.7 %     52.2 %    51.5 %

Operating expenses:                  
Research and development     13.1 %     11.5 %    12.7 %
Sales and marketing     7.0 %     7.7 %    7.6 %
General and administrative     10.7 %     8.1 %    9.8 %
Amortization     3.9 %     5.0 %    6.7 %
Restructuring and other     1.8 %     0.9 %    0.4 %
Total operating expenses     36.5 %     33.2 %    37.2 %

Operating income     13.2 %     19.0 %    14.3 %
Interest income, net     3.5 %     3.4 %    2.5 %
Other expense, net     (0.5)%    —%     (0.5)%
Income before provision for income taxes     16.2 %     22.4 %    16.3 %

Provision for income taxes     2.6 %     1.9 %    1.4 %
Net income     13.6 %     20.5 %    14.9 %

 Results of Operations for 2025, 2024 and 2023 

Revenue. Our revenue is derived from the sale of our systems and software, spare parts, and services. Our revenue was $1,005.3 million, $987.3 million 
and $815.9 million for the years ended January 3, 2026, December 28, 2024 and December 30, 2023, respectively.  This represents an increase of 2% from 2024 
to 2025 and an increase of 21% from 2023 to 2024.

The following table lists, for the periods indicated, the different sources of our revenue in dollars (thousands) and as percentages of our total revenue: 

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands, except for percentages)  

Systems and software   $ 847,835      84 %  $ 850,443      86 %  $ 683,316      84 %
Parts     84,200      8 %    76,584      8 %    74,604      9 %
Services     73,228      8 %    60,294      6 %    57,948      7 %

Total revenue   $ 1,005,263      100 %  $ 987,321      100 %  $ 815,868      100 %

Total systems and software revenue decreased $2.6 million for the year ended January 3, 2026, as compared to the year ended December 28, 2024, 
primarily due to a decrease in units shipped of our inspection product line to customers in support of advanced packaging needs for chips used in AI applications, 
partially offset by an increase in metrology product line units shipped to customers in Advanced Nodes and units shipped to Semilab USA customers in SiC 
specialty devices.  Parts and services revenue is generated from part sales, maintenance service contracts, and system upgrades, as well as time and material 
billable service calls. During fiscal 2025, the increase in total parts and services revenue was primarily due to increased spending by our customers on system 
upgrades and repairs of existing systems.
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Total systems and software revenue increased $167.1 million for the year ended December 28, 2024, as compared to the year ended December 30, 2023, 
primarily due to an increase in units shipped of our inspection product line to customers in support of advanced packaging needs for chips used in AI applications.  
Parts and services revenue is generated from part sales, maintenance service contracts, and system upgrades, as well as time and material billable service calls. 
During fiscal 2024, the increase in total parts and services revenue was primarily due to increased spending by our customers on system upgrades and repairs of 
existing systems.

The following table sets forth, for the periods indicated, our revenue by geographic region as percentages of our revenue.

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands, except for percentages)  

Revenue   $ 1,005,263    $ 987,321    $ 815,868 
Taiwan     32 %    31 %    17 %
South Korea     28 %    29 %    21 %
United States     12 %    11 %    16 %
Japan     10 %    6 %    11 %
China     7 %    12 %    17 %
Southeast Asia     6 %    6 %    11 %
Europe     5 %    5 %    7 %

Total revenue     100 %    100 %    100 %
                   

The overall Asia region continues to account for a majority of our revenues as a substantial amount of the worldwide capacity investments for 
semiconductor manufacturing continue to occur in this region and we expect that trend to continue.

Gross Profit. Our gross profit has been and will likely continue to be affected by a variety of factors, including manufacturing efficiencies, provision for 
excess and obsolete inventory, pricing by competitors or suppliers, new product introductions, production volume, inventory step-up from purchase accounting, 
customization and reconfiguration of systems, international and domestic sales mix, system and software product mix, and parts and services margins. Our gross 
profit was $499.8 million, $515.3 million and $420.3 million for the years ended January 3, 2026, December 28, 2024, and December 30, 2023, respectively.  Our 
gross profit represented 49.7%, 52.2% and 51.5% of our revenue for the years ended January 3, 2026, December 28, 2024, and December 30, 2023, respectively.  
The decrease in gross profit as a percentage of revenue from 2024 to 2025 was primarily due to restructuring and other expenses for the write down of excess and 
obsolete inventory. The increase in gross profit as a percentage of revenue from 2023 to 2024 was primarily due to an increase in revenue volume and change in 
product mix, partially offset by write-downs related to the impairment and exit of certain lithography inventory.  

Operating Expenses.

Our operating expenses consist of:

• Research and Development. We believe that it is critical to continue to make substantial investments in research and development to ensure the 
availability of innovative technology that meets the current and projected requirements of our customers’ most advanced designs. We have 
maintained, and intend to continue, our commitment to investing in research and development in order to continue to offer new products and 
technologies.  Accordingly, we devote a significant portion of our technical, management and financial resources to research and development 
programs. Research and development expenditures consist primarily of salaries and related expenses of employees engaged in research, design and 
development activities. They also include consulting fees, the cost of related supplies and legal costs to defend our intellectual property. Our research 
and development expenses were $132.0 million, $113.9 million and $104.4 million in fiscal years 2025, 2024 and 2023, respectively.  The year-over-
year dollar increase from 2024 through 2025 was primarily due to increases in compensation costs, production expenses and depreciation and 
amortization.  The year-over-year dollar increase from 2023 through 2024 was primarily due to increase in compensation costs, outside services costs, 
product development costs, travel costs, research and development project costs, freight and duty costs, and depreciation expenses. We continue to 
maintain our commitment to investing in new product development and enhancement to existing products.
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• Sales and Marketing. Sales and marketing expenses are primarily comprised of salaries and related costs for sales and marketing personnel, as well as 
commissions and other non-personnel related expenses.  Our sales and marketing expenses were $70.0 million, $76.0 million and $61.8 million in 
fiscal years 2025, 2024 and 2023, respectively.  The year-over-year dollar decrease from 2024 through 2025 was primarily due to decreases in 
compensation costs, outside services and fees, and facilities expenses. The year-over-year dollar increase from 2023 through 2024 was primarily due 
to increases in total compensations costs, travel costs, outside service costs, sales and marketing costs and production expenses.

• General and Administrative. General and administrative expenses are primarily comprised of salaries and related costs for general administrative 
personnel, as well as other non-personnel related expenses. Our general and administrative expenses were $107.1 million, $79.9 million and $79.6 
million in fiscal years 2025, 2024 and 2023, respectively.  The year-over-year dollar increase from 2024 through 2025 was primarily due to increases 
in compensation costs, outside services and fees, travel costs, facilities expenses, and other general expenses. The year-over-year dollar increase from 
2023 through 2024 was primarily due to increases in depreciation expense, facilities expense and partially offset by a decrease in freight and duty 
costs.   

• Amortization of Identifiable Intangible Assets.  Amortization of identifiable intangible assets, primarily purchased technology, was $39.4 million, 
$49.4 million and $54.8 million in fiscal years 2025, 2024 and 2023, respectively.  The year-over-year dollar decrease from 2024 to 2025 was due to 
certain assets becoming fully amortized, partially offset by Semilab USA amortization of $5.6 million.  The year-over-year dollar decrease from 2023 
through 2024 was due to certain assets becoming fully amortized.

• Restructuring and Other.  Restructuring and other expenses were $18.4 million, $9.0 million and $3.6 million in fiscal years 2025, 2024 and 2023, 
respectively. The year-over-year increase from 2024 through 2025 was primarily due to an increase in business transformation projects that includes 
the streamlining of various operating activities.  The year-over-year increase from 2023 through 2024 was primarily due to an increase in employee 
severance costs and business transformation projects that includes the streamlining of various operating activities.

Interest income, net.  In fiscal years 2025, 2024 and 2023, net interest income was $35.0 million, $33.5 million and $20.4 million, respectively.  The 
increases in net interest income from 2024 to 2025 and from 2023 to 2024 were due to higher average balances and higher interest rates during both the 2025 and 
2024 periods, respectively.   

Income taxes. The following table provides details of income tax: 

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
  (in thousands, except for percentages)  
Income before provision for income taxes  $ 162,902   $ 220,447   $ 132,582 
Provision for income taxes  $ 26,143   $ 18,777   $ 11,423 
Effective tax rate     16%    9%    9%
 

The income tax provision differs from the federal statutory income tax rate of 21% for 2025 primarily due to a benefit related to the Foreign Derived 
Intangible Income Deduction (“FDII”) of $6.9 million, tax benefits for research and development credits of $7.2 million, and excess tax benefits of share-based 
compensation of $2.4 million. These benefits were partially offset by non-deductible officer’s compensation of $3.1 million. The effective tax rate for the year 
ended Jan 3, 2026 was impacted by the enactment  of the One Big Beautiful Bill Act (“OBBBA”) that resulted in less FDII benefit from the prior fiscal year.

The income tax provision differs from the federal statutory income tax rate of 21% for 2024 primarily due to a benefit related to the Foreign Derived 
Intangible Income Deduction (“FDII”) of $17.0 million, tax effect of share-based compensation of $6.9 million, tax benefits for research and development credits 
of $6.6 million, a decrease to the Company’s valuation allowance of $1.8 million, and a one-time benefit of $3.2 million related to the recognition of a tax benefit 
associated with the lapse of a statute of limitations. These benefits were partially offset by non-deductible officer’s compensation of $3.4 million. 

The income tax provision differs from the federal statutory income tax rate of 21% for 2023 primarily due to a benefit related to the FDII of $13.0 million, 
excess benefits related to stock compensation of $3.4 million, tax benefits for research and development credits of $6.4 million, and a one-time benefit of $1.6 
million related to the recognition of a tax benefit associated with the lapse of a statute of limitations. These benefits were partially offset by the inclusion of U.S. 
tax on foreign source income of $0.5 million and non-deductible officer’s compensation of $2.3 million, and an increase to the Company’s valuation allowance of 
$2.9 million.
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Our future effective income tax rate depends on various factors, such as tax legislation, the geographic composition of our pre-tax income, the amount of 
our pre-tax income as business activities fluctuate, non-deductible expenses incurred in connection with acquisitions and research and development credits as a 
percentage of aggregate pre-tax income.

Liquidity and Capital Resources

Our cash, cash equivalents and marketable securities consist of the following:

  Year Ended  

 
January 3,

2026    
December 28,

2024  
  (in thousands)  
 Cash and cash equivalents $ 346,119    $ 212,945 
 Marketable securities   293,503      639,383 

Total cash, cash equivalents and marketable securities $ 639,622    $ 852,328 
 

Sources and Uses of Cash

A summary of cash provided by (used in) operating, investing, and financing activities is as follows:

  Year Ended  

 
January 3,

2026    
December 28,

2024    
December 30,

2023  
  (in thousands)  
 Cash provided by operating activities $ 328,315    $ 245,676    $ 171,973 
 Cash used in investing activities $ (121,568)   $ (226,547)   $ (103,387)
 Cash used in financing activities $ (75,150)   $ (35,673)   $ (9,475)

Operating Activities

Cash provided by operating activities during fiscal 2025 was $328.3 million, which reflects net income, adjusted to exclude the effect of non-cash 
operating charges, of $131.5 million. Significant non-cash operating charges included depreciation, amortization, share-based compensation, provision for 
inventory valuation and deferred income taxes.  Cash provided by operating activities in fiscal 2025 increased compared to fiscal 2024 primarily due to improved 
cash collections and higher accounts payable balances driven by increased contract manufacturing activity, partially offset by higher cash outflows for income 
taxes resulting from the timing of payments and the settlement of prior period liabilities, as well as a use of cash in accrued and other liabilities. 

Cash provided by operating activities during fiscal 2024 was $245.7 million, which reflects net income, adjusted to exclude the effect of non-cash 
operating charges, of $290.2 million. Significant non-cash operating charges included depreciation, amortization, share-based compensation, provision for 
inventory valuation, deferred income taxes and write off of acquired in-process research and development. Cash provided by operating activities in fiscal 2024 
increased compared to fiscal 2023 primarily due to higher net income and continued improvements in inventory management. 

Our working capital was $1,049.1 million at January 3, 2026 and $1,307.4 million at December 28, 2024.

Investing Activities

We used $121.6 million, $226.5 million and $103.4 million of cash in investing activities in fiscal 2025, 2024 and 2023, respectively. Capital 
expenditures, net of proceeds in fiscal 2025, 2024 and 2023 were $28.5 million, $31.9 million and $19.8 million.  Capital expenditures were primarily for 
enterprise resource planning systems implementation, investments in facility improvements, demonstration and testing equipment, manufacturing and network 
equipment. Proceeds from sales and maturities of marketable securities, net of purchases of marketable securities was $351.1 million for fiscal 2025, purchases of 
marketable securities, net of proceeds from sales and maturities of marketable securities, for fiscal 2024 and 2023 was $167.9 million and $83.6 million, 
respectively. Net cash paid for acquisitions in fiscal 2025 and 2024 was $436.1 million and $26.8 million, respectively.  There were no acquisitions in fiscal 2023.

From time to time, we evaluate whether to acquire new or complementary businesses, products or technologies. We may fund all of or a portion of the 
price of these investments or acquisitions in cash, stock, or a combination of cash and stock.

Financing Activities
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We used $75.1 million, $35.7 million and $9.5 million of cash in financing activities for fiscal 2025, 2024 and 2023, respectively. Purchases of our 
common stock were $75.0 million, $25.1 million and $3.2 million in fiscal 2025, 2024 and 2023, respectively. Tax withholding payments for vested equity 
awards, partially offset by proceeds from sales of shares through share-based compensation plans were $0.1 million, $9.9 million and $5.5 million for fiscal 2025, 
2024 and 2023, respectively. Payments for contingent consideration for acquired business were $0.7 million and $0.8 million in fiscal 2024 and 2023, 
respectively. There were no payments of contingent consideration for acquired business in fiscal 2025. 

We have a credit agreement with a bank that provides for a variable-rate line of credit that is secured by the marketable securities we have with the bank.  
We are permitted to borrow up to 70% of the value of eligible securities held at the time the line of credit is accessed, up to a maximum of $100 million.  As of 
January 3, 2026, the available line of credit was approximately $100.0 million with an available interest rate of 4.3%.  The credit agreement is available to us until 
such time that either party terminates the arrangement at its discretion.   As of the date of this filing, we have not utilized the line of credit.

Our future capital requirements will depend on many factors, including the timing and amount of our revenue and our investment decisions, which will 
affect our ability to generate additional cash.  We expect that our existing cash, cash equivalents, marketable securities and availability under our line of credit 
will be sufficient to meet our anticipated cash requirements for working capital, capital expenditures and other cash needs for the next 12 months following the 
filing of this Form 10-K. Thereafter, if cash generated from operations and financing activities is insufficient to satisfy our working capital requirements, we may 
seek additional funding through bank borrowings, sales of securities or other means.  In addition, a reduction in or volatility with respect to our stock price or a 
general market downturn could materially impact our ability to sell securities on favorable terms or at all. There can be no assurance that we will be able to raise 
any such capital on terms acceptable to us or at all.

Contractual Obligations

The following table summarizes our significant contractual obligations at January 3, 2026, and the effect such obligations are expected to have on our 
liquidity and cash flows in future periods. We are currently unable to provide a reasonably reliable estimate of the amount or periods when cash settlement of this 
liability may occur.
 

    Payments due by period  

    Total    
Less than 1

year    
1-3

years    
3-5

years    
More than

5 years  
    (in thousands)  

Operating lease obligations   $ 19,770    $ 7,080    $ 8,434    $ 3,596    $ 660 
Purchase obligations     256,414      248,091      8,323      —      — 

Total   $ 276,184    $ 255,171    $ 16,757    $ 3,596    $ 660 

Represents our agreements to purchase goods and services consisting of outstanding purchase orders for goods and services.

Critical Accounting Estimates

Management’s discussion and analysis of our financial condition and results of operations are based upon our Consolidated Financial Statements included 
in this Form 10-K, which have been prepared in accordance with accounting principles generally accepted in the United States. Note 2 of Notes to Consolidated 
Financial Statements describes the significant accounting policies used in the preparation of the consolidated financial statements. Certain of these significant 
accounting policies are considered to be critical accounting policies and involve critical accounting estimates. We review the accounting policies we use in 
reporting our financial results on a regular basis. The preparation of the financial statements requires us to make estimates and judgments that affect the reported 
amounts of assets, liabilities, revenue and expenses and related disclosure of contingent assets and liabilities. On an ongoing basis, we evaluate our estimates, 
including those related to revenue recognition, accounts receivable, inventories, business acquisitions, intangible assets, share-based payments, income taxes and 
warranty obligations. We base our 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 value of assets and liabilities that are not readily apparent from other sources. Results 
may differ from these estimates due to actual outcomes being different from those on which we based our assumptions. These estimates and judgments are 
regularly reviewed by management on an ongoing basis at the end of each quarter prior to the public release of our financial results.

 Management believes that the following are critical accounting estimates:

Revenue Recognition. Revenue is recognized when control of the promised goods or services are transferred to our customers in an amount that reflects the 
consideration we expect to be entitled to receive in exchange for those goods or 

(1)

(1)
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services. We account for a contract when it has approval and commitment from both parties, the rights of the parties and payment terms are identified, the 
contract has commercial substance and collectability of consideration is probable.

Contracts with customers may include multiple performance obligations. For such arrangements, we allocate revenue to each performance obligation 
based on its relative standalone selling price. We generally determine standalone selling prices based on the prices charged to customers or the expected cost-plus 
margin.

Revenue from systems is recognized when we transfer control of the product to our customer. To indicate transfer of control, we must have a present right 
to payment, legal title must have passed to the customer and the customer must have the significant risks and rewards of ownership. We generally transfer control 
for system sales when the customer or the customer’s agent picks up the system at our facility. We provide an assurance warranty on our systems for a period of 
twelve to fourteen months against defects in material and workmanship. We provide for the estimated cost of product warranties at the time revenue is 
recognized.

Depending on the terms of the systems arrangement, we may also defer the recognition of a portion of the consideration expected to be received because 
we have to satisfy a future obligation (e.g., installation and extended warranties). We use an observable price to determine the standalone selling price for separate 
performance obligations or a cost-plus margin approach when one is not available.

Revenue from software licenses, which is primarily sold without systems, is recognized upfront at the point in time when the software is made available to 
the customer. Software licenses provide the customer with limited rights to use the software. Revenue from licensing support and maintenance is recognized as 
the support and maintenance are provided, which is over the contract period.

Revenue from parts is recognized when we transfer control of the product, which typically occurs when we ship the product from our facilities to the 
customer.

Revenue from services primarily consists of service contracts, which provide additional maintenance coverage beyond our assurance warranty on our 
products, service labor, consulting and training. Revenue from service contracts is recognized ratably over the term of the service contract. Revenue from service 
labor and consulting is recognized as services are performed.

We record contract liabilities when the customer has been billed in advance of completing our performance obligations. These amounts are recorded as 
deferred revenue in the Consolidated Balance Sheets.

Business combinations. We account for business combinations under the acquisition method of accounting, which requires us to recognize separately from 
goodwill the assets acquired, and the liabilities assumed at their acquisition date fair values. While we use our best estimates and assumptions to accurately value 
assets acquired and liabilities assumed at the acquisition date as well as contingent consideration, where applicable, our estimates are inherently uncertain and 
subject to refinement. As a result, during the measurement period, which may be up to one year from the acquisition date, we record adjustments to the assets 
acquired and liabilities assumed with the corresponding offset to goodwill. Upon the conclusion of the measurement period or final determination of the values of 
assets acquired or liabilities assumed, whichever comes first, any subsequent adjustments are recognized in our consolidated statements of operations. Accounting 
for business combinations requires our management to make significant estimates and assumptions, especially at the acquisition date including our estimates for 
intangible assets, contractual obligations assumed, restructuring liabilities, pre-acquisition contingencies, and contingent consideration, where applicable. 
Although we believe the assumptions and estimates we have made in the past have been reasonable and appropriate, they are based, in part, on historical 
experience and information obtained from the management of the acquired companies and are inherently uncertain. Estimates in valuing certain acquired 
intangible assets under the income approach include growth in future expected cash flows from product sales, acquired technologies, technology obsolescence 
rates, estimated cash flows from the projects when completed and discount rates. Unanticipated events and circumstances may occur that may affect the accuracy 
or validity of such assumptions, estimates or actual results.

Inventory Valuation. Inventories are stated at the lower of cost or net realizable value.  Net realizable value is the estimated selling prices in the ordinary 
course of business, less predictable costs of completion, disposal and transportation.  Cost is generally determined on a first-in, first-out basis, and includes 
material, labor and manufacturing overhead costs. We review and set standard costs as needed, but at a minimum, on an annual basis, at current manufacturing 
costs in order to approximate actual costs. We maintain reserves for our excess and obsolete inventory equal to the difference between the cost of inventory and 
the estimated market value based upon assumptions about future product lifecycles, product demand and market conditions. If actual product lifecycles, product 
demand and market conditions are less favorable than those originally projected by management, additional inventory write-downs may be required.

Indefinite-Lived and Long-Lived Assets.  Goodwill is tested for impairment during the fourth quarter, or whenever events or circumstances indicate that its 
carrying value may not be recoverable. Goodwill impairment is tested at the reporting unit 
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level, which is defined as an operating segment or one level below the operating segment.  Goodwill is reviewed for impairment using either a qualitative 
assessment or a quantitative goodwill impairment test. If the Company chooses to perform a qualitative assessment and determine the fair value more likely than 
not exceeds the carrying value, no further evaluation is necessary. When the Company performs the quantitative goodwill impairment test, it compares fair value 
to carrying value, which includes goodwill. If fair value exceeds carrying value, the goodwill is not considered impaired. If the carrying value is higher than the 
fair value, the difference would be recognized as an impairment loss.

For other long-lived assets, we periodically review long-lived assets, other than goodwill, for impairment whenever changes in events or circumstances 
indicate that the carrying amount of an asset may not be recoverable. Assumptions and estimates used in the determination of impairment losses, such as future 
cash flows and disposition costs, may affect the carrying value of long-lived assets and the impairment of such long-lived assets, if any, could have a material 
effect on our consolidated financial statements.

Income Taxes. As part of the process of preparing our consolidated financial statements, we are required to estimate our current tax exposure together with 
our temporary differences resulting from differing treatment of items for tax and accounting purposes. These temporary differences result in deferred tax assets 
and liabilities, which are included within our consolidated balance sheet. We must assess the likelihood that our deferred tax assets will be recovered from future 
taxable income and to the extent we believe that recovery is not likely, we must establish a valuation allowance. Management judgment is required in determining 
our provision for income taxes and any valuation allowance recorded against our deferred tax assets. The need for a valuation allowance is based on our estimates 
of taxable income by jurisdiction in which we operate and the period over which our deferred taxes will be recoverable. In the event that actual results differ from 
these estimates or we adjust these estimates in future periods, we may need to adjust the valuation allowance, which could materially impact our financial position 
and results of operations.

We recognize liabilities for uncertain tax positions based on a two-step process. The first step requires us to determine if the weight of available evidence 
indicates that the tax position has met the threshold for recognition; therefore, we must evaluate whether it is more likely than not that the position will be 
sustained on audit, including resolution of any related appeals or litigation processes. The second step requires us to measure the tax benefit of the tax position 
taken, or expected to be taken, in an income tax return as the largest amount that is more than 50% likely of being realized when effectively settled. This 
measurement step is inherently difficult and requires subjective estimations of such amounts to determine the probability of various possible outcomes. We 
reevaluate the uncertain tax positions each quarter based on factors including, but not limited to, changes in facts or circumstances, changes in tax law, effectively 
settled issues, and new audit activity. Such a change in recognition or measurement could result in the recognition of a tax benefit or an additional charge to the 
tax provision in the period.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Interest Rate and Credit Market Risk

We are exposed to changes in interest rates and market liquidity including our investments in certain available-for-sale securities. Our available-for-sale 
securities consist of fixed and variable rate income investments, such as municipal notes, municipal bonds and corporate bonds. We continually monitor our 
exposure to changes in interest rates, market liquidity and credit ratings of issuers for our available-for-sale securities. It is possible that we are at risk if interest 
rates, market liquidity or credit ratings of issuers change in an unfavorable direction. The magnitude of any gain or loss will be a function of the difference 
between the fixed or variable rate of the financial instrument and the market rate, and our financial condition and results of operations could be materially 
affected. Based on a sensitivity analysis performed on our financial investments held as of January 3, 2026, a hypothetical increase of 100 basis points in interest 
rates would result in a decrease of $1.7 million in the fair value of our available-for-sale debt securities and would not have a material impact on our consolidated 
financial position, results of operations or cash flows.

Foreign Currency Risk

We enter into foreign currency forward contracts to minimize the short-term impact of exchange rate fluctuations on certain foreign currency denominated 
monetary assets and liabilities, primarily cash and intercompany receivables and payables. In addition, we hedge certain anticipated foreign currency cash flows, 
primarily on revenues denominated in Japanese yen.  These forward contracts are not designated as accounting hedges, so the change in fair value of the forward 
exchange contracts is recognized under the caption “Other expense, net” in the Consolidated Statements of Operations for each reporting period. As of January 3, 
2026, and December 28, 2024, we had sixteen and fifty-six outstanding forward contracts, respectively, with a total notional contract value of $47.4 million and 
$45.9 million, respectively. We do not use derivative financial instruments for trading or speculative purposes.

Item 8. Financial Statements and Supplementary Data.

The consolidated financial statements and related information required by this Item are set forth on the pages indicated in Item 15(a) of this Form 10-K.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information we are required to disclose in reports that we file or submit 
under the Exchange Act is recorded, processed, summarized and reported within the time period specified in SEC rules and forms. These controls and procedures 
are also designed to ensure that such information is accumulated and communicated to our management, including our principal executive officer and principal 
financial officer, as appropriate, to allow timely decisions regarding required disclosure. In designing and evaluating disclosure controls and procedures, we have 
recognized that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control 
objectives. Management is required to apply judgment in evaluating its controls and procedures.

We performed an evaluation under the supervision and with the participation of our management, including our principal executive officer and principal 
financial officer, to assess the effectiveness of the design and operation of our disclosure controls and procedures under the Exchange Act as of January 3, 2026. 
Based on that evaluation, our management, including our principal executive officer and principal financial officer, concluded that our disclosure controls and 
procedures were effective as of January 3, 2026 at the reasonable assurance level. 

In accordance with the SEC’s published guidance, because the acquisition of Semilab closed in the fourth quarter of the year ended January 3, 2026, 
we did not have sufficient time to fully incorporate Semilab into our internal control over financial reporting. Therefore, we excluded Semilab from the evaluation 
of disclosure controls and procedures and the effectiveness of our internal control over financial reporting as of January 3, 2026.
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Management’s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is defined in Exchange 
Act Rules 13a-15(f) and 15d-15(f). Internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with accounting principles generally accepted in the United 
States of America. Under the supervision and with the participation of our management, including our principal executive officer and principal financial officer, 
we conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework in Internal Control — Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework). As part of this evaluation, management 
considered the implementation of the Company’s new enterprise resource planning (ERP) system completed during the third quarter of fiscal 2025, which was 
previously disclosed in our Form 10‑Q for that period. The implementation resulted in modifications to certain processes and related internal controls, and these 
changes were evaluated and incorporated into management’s assessment of internal control over financial reporting as of year‑end. Based on our evaluation, our 
management concluded that our internal control over financial reporting was effective as of January 3, 2026.

In accordance with the SEC’s published guidance, management excluded Semilab from its evaluation of the effectiveness of the Company’s internal 
control over financial reporting as of January 3, 2026. Semilab constituted 3% of total assets, excluding goodwill and intangibles, as of January 3, 2026 and 1% of 
revenue for the year then ended.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of 
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with 
the policies or procedures may be circumvented or deteriorate.

Attestation Report of the Registered Public Accounting Firm

Our consolidated financial statements as of and for the year ended January 3, 2026 have been audited by Ernst & Young LLP, our independent registered 
public accounting firm, in accordance with the standards of the Public Company Accounting Oversight Board (United States). Ernst & Young LLP has also 
audited our internal control over financial reporting as of January 3, 2026, as stated in its attestation report included elsewhere in this Form 10-K.

Changes in Internal Control over Financial Reporting

There have been no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) under the Exchange Act) that occurred during our 
fiscal quarter ended January 3, 2026 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting. 
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Item 9B. Other Information. 
 
Fiscal Year Change

On February 18, 2026, the Board of Directors changed the Company’s fiscal year-end from a 52-53 week fiscal year ending on the Saturday closest to 
December 31 to a December 31 fiscal year-end.  The Company will make the fiscal year change on a prospective basis and will not adjust operating results for 
prior periods.  Additionally, the Company will adopt calendar quarter fiscal period ends commencing with the first quarter ending March 31, 2026.  Per SEC 
guidance, the Company’s change from a 52-53 week fiscal year to a December 31 fiscal year-end is not deemed a change in fiscal year-end for purposes of 
reporting subject to Rule 13a-10 or 15d-10 of the Exchange Act. Accordingly, the Company is not required to file a transition report.
 
Rule 10b5-1 Plan Elections

During the fiscal quarter ended January 3, 2026, none of our directors or officers (as defined in Rule 16a-1 under the Exchange Act) adopted, modified or 
terminated a “Rule 10b5-1 trading arrangement” or “non-Rule 105b-1 trading arrangement” (as those terms are defined in Item 408 of Regulation S-K).
 

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.

Not applicable.
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PART III

Certain information required by Part III is omitted from this Form 10-K because we expect to file a definitive proxy statement within one hundred twenty 
(120) days after the end of our fiscal year pursuant to Regulation 14A (the “Proxy Statement”) for our Annual Meeting of Stockholders currently scheduled for 
May 20, 2026, and such information included in the Proxy Statement is incorporated herein by reference, as specified below.

Item 10. Directors, Executive Officers and Corporate Governance.

The information required by this Item with respect to directors and executive officers is incorporated by reference to the information under the headings 
“Proposal 1: Election of Directors,” “Executive Officer Biographies” and “Corporate Governance Principles and Practices” in the Proxy Statement. Information 
regarding compliance with Section 16 of the Exchange Act is incorporated by reference to the information under the heading “Delinquent Section 16(a) Reports” 
in the Proxy Statement, if any.

Code of Business Conduct and Ethics. We have adopted a code of business conduct and ethics that applies to our principal executive officer, principal 
financial officer and controller. This code of business conduct and ethics is posted on our internet website address at http://investors.ontoinnovation.com.  We will 
post on our website any amendment to or waiver from a provision of our code of business conduct and ethics as may be required, and within the time period 
specified, by applicable SEC rules.

We have adopted an insider trading policy governing the purchase, sale and other dispositions of our securities by our directors, officers and employees 
that we believe is reasonably designed to promote compliance with insider trading laws, rules and regulations, and any applicable listing standards.  We have filed 
a copy of our insider trading policy as Exhibit 19 to this Form 10-K.

Item 11. Executive Compensation.

The information required by this Item is incorporated by reference to the information under the headings “Executive Officer Compensation,” 
“Compensation of Directors,” “Executive Officer Compensation Tables,” “Compensation Committee Report on Executive Officer Compensation,” “Stock 
Ownership/Retention Guidelines for Directors” and “Compensation Committee Interlocks and Insider Participation” in the Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

The information required by this Item is incorporated by reference to the information under the headings “Security Ownership of Certain Beneficial 
Owners” and “Equity Compensation Plan Information” in the Proxy Statement.

Item 13. Certain Relationships and Related Transactions, and Director Independence.

The information required by this Item is incorporated by reference to the information under the headings “Related Persons Transaction Policy” and “Board 
Independence” in the Proxy Statement.

Item 14. Principal Accountant Fees and Services.

The information required by this Item is incorporated by reference to the information under the heading “Proposal 3: Ratification of Appointment of 
Independent Registered Public Accounting Firm” in the Proxy Statement.
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PART IV
 

Item 15. Exhibits and Financial Statement Schedules.

(a) The following documents are filed as part of this Form 10-K:

1. Financial Statements

The consolidated financial statements and consolidated financial statement information required by this Item are included on pages 
F-1 through F-9 of this report. The Reports of Independent Registered Public Accounting Firm appear on pages F-1 through F-3 of this 
report.

2. Financial Statement Schedule

See Index to financial statements on page 47 of this report.

3. Exhibits

Exhibits are as set forth in the “Exhibit Index” provided below. Where so indicated, exhibits that were previously filed are 
incorporated by reference.
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Exhibit No. Exhibit Description Form File Number Date of First Filing Exhibit No./Appendix 
Reference

2.1^ Equity Purchase Agreement, dated as of June 27, 2025, by 
and among Onto Innovation Inc., Semilab USA LLC, 
Semilab International Zrt. and Semilab Zrt.

8-K 001-39110 June 30, 2025 2.1

2.2^ Amendment to Equity Purchase Agreement, dated as of 
October 9, 2025, by and among Onto Innovation Inc., 
Semilab USA LLC, Semilab International Zrt. and Semilab 
Zrt.

8-K 001-39110 October 10, 2025 2.1

3.1 Amended and Restated Certificate of Incorporation of Onto 
Innovation Inc.

8-K 001-39110 October 28, 2019 3.2

3.2 Amended and Restated Bylaws of Onto Innovation Inc. 8-K 001-39110 January 27, 2020 3.1
4.1 Form of Common Stock Certificate 10-K 001-39110 February 25, 2020 4.2
4.2 Description of Securities 10-K 001-39110 February 25, 2020 4.1

10.1* Onto Innovation Inc. 2020 Stock Plan, as amended and 
restated

10-Q 001-39110 August 8, 2024 10.1

10.2* Form of Employee Stock Option Agreement for usage under 
the Onto Innovation Inc. 2020 Stock Plan, as amended and 
restated

10-K 001-39110 February 25, 2025 10.2

10.3* Form of Director Stock Option Agreement for usage under 
the Onto Innovation Inc. 2020 Stock Plan, as amended and 
restated

10-K 001-39110 February 25, 2025
 

10.3

10.4*+ Form of Executive Restricted Stock Unit Grant Agreement 
for usage under the Onto Innovation Inc. 2020 Stock Plan, as 
amended and restated

- - - -

10.5*+ Form of Executive Performance Stock Unit Grant Agreement 
for usage under the Onto Innovation Inc. 2020 Stock Plan, as 
amended and restated

- - - -

10.6*+ Form of Employee Restricted Stock Unit Agreement for 
usage under the Onto Innovation Inc. 2020 Stock Plan, as 
amended and restated

- - - -

10.7* Form of Director Restricted Stock Unit Purchase Agreement 
for usage under the Onto Innovation Inc. 2020 Stock Plan, as 
amended and restated

10-K 001-39110 February 26, 2024 10.7

10.8*+ Form of Employee Performance Stock Unit Purchase 
Agreement for usage under the Onto Innovation Inc. 2020 
Stock Plan, as amended and restated

- - - -

10.9* Form of Employee Incentive Restricted Stock Unit Purchase 
Agreement for usage under the Onto Innovation Inc. 2020 
Stock Plan, as amended and restated

10-Q 001-39110 November 4, 2021 10.1
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Exhibit No. Exhibit Description Form File Number Date of First Filing Exhibit No./Appendix 
Reference

10.10* Onto Innovation Inc. 2020 Employee Stock Purchase Plan S-8 333-238492 May 19, 2020 10.2
10.11* Onto Innovation Nonqualified Deferred Compensation Plan 8-K 001-39110 November 21, 2025 10.1
10.12* Onto Innovation Nonqualified Deferred Compensation Plan 

Adoption Agreement
8-K 001-39110 November 21, 2025 10.2

10.13* Form of Onto Innovation Inc. Indemnification Agreement 8-K 001-39110 September 13, 2021 10.1
10.14* Employment Agreement, dated as of September 15, 2023, by 

and between Onto Innovation Inc. and Michael P. Plisinski* 
incorporated by reference to Exhibit 10.1 to the Company’s 
Form 8-K filed with the SEC on September 15, 2023 (File 
No. 001-39110).

8-K 001-39110 September 15, 2023 10.1

10.15* Offer Letter to Yoon Ah E. Oh, dated October 4, 2021, by 
and between Yoon Ah E. Oh and Onto Innovation Inc.

10-Q 001-39110 May 3, 2022 10.1

10.16* Offer Letter to Mark Slicer, dated April 1, 2022, by and 
between Mark Slicer and Onto Innovation Inc.

8-K 001-39110 May 17, 2022 10.1

10.17* Separation Agreement between Onto Innovation and Mark 
Slider, dated July 9, 2025

8-K/A 001-39110 July 11, 2025 10.1

10.18* Offer Letter to Ramil Yaldaei, dated April 25, 2023, by and 
between Ramil Yaldaei and Onto Innovation Inc.

10-K 001-39110 February 25, 2025
 

10.15

10.19 Employment Agreement between Onto Innovation Inc. and 
Brian Roberts, effective as of June 16, 2025

8-K 001-39110 June 16, 2025 10.1

10.20* Offer Letter to Srinivas Vedula, dated August 30, 2021 10-K 001-39110 February 25, 2025
 

10.16

10.21* Form of Executive Change in Control Agreement 10-K 001-39110 February 24, 2023 10.13
19+ Onto Innovation Inc. Insider Trading Policy - - - -

21.1+ Subsidiaries. - - - -
23.1+ Consent of Ernst & Young LLP, Independent Registered 

Public Accounting Firm.
- - - -

31.1+ Rule 13a-14(a) Certification of Chief Executive Officer of 
the Registrant pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002.

- - - -

31.2+ Rule 13a-14(a) Certification of Chief Financial Officer of the 
Registrant pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002.

- - - -

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

- - - -

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

- - - -

97 Onto Innovation Inc. Incentive Compensation Recovery 
Policy

10-K 001-39110 February 26, 2024 97
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101.SCH Inline XBRL Taxonomy Extension Schema Document      
101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document    
101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document    
101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document    
101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document    

104 Cover Page Interactive Data File (formatted in inline XBRL and contained in Exhibit 101)  
* Management contract, compensatory plan or arrangement.  
^ Schedules omitted pursuant to Item 601(b)(2) of Regulation S-K. The Company agrees to furnish supplementally a copy of any omitted schedule 

or exhibit to the SEC upon request.
+ Filed herewith        

Item 16. Form 10-K Summary.

None
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Report of Independent Registered Public Accounting Firm
 
 

To the Shareholders and the Board of Directors of Onto Innovation Inc. 

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Onto Innovation Inc. (the Company) as of January 3, 2026 and December 28, 2024, the related 
consolidated statements of operations, comprehensive income, stockholders’ equity and cash flows for each of the three years in the period ended January 3, 
2026, and the related notes and financial statement schedule listed in the Index at Item 15(a) (collectively referred to as the “consolidated financial statements”). 
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the Company at January 3, 2026 and 
December 28, 2024, and the results of its operations and its cash flows for each of the three years in the period ended January 3, 2026, in conformity with U.S. 
generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the Company's internal 
control over financial reporting as of January 3, 2026, based on criteria established in Internal Control—Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission (2013 framework), and our report dated February 24, 2026 expressed an unqualified opinion thereon.
 
Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company’s financial 
statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in 
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our audits included performing procedures to 
assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such 
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating 
the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We 
believe that our audits provide a reasonable basis for our opinion.
 
Critical Audit Matters 

The critical audit matters communicated below are matters arising from the current period audit of the financial statements that were communicated or required to 
be communicated to the audit committee and that: (1) relate to accounts or disclosures that are material to the financial statements and (2) involved our especially 
challenging, subjective or complex judgments. The communication of the critical audit matters does not alter in any way our opinion on the consolidated financial 
statements, taken as a whole, and we are not, by communicating the critical audit matters below, providing a separate opinion on the critical audit matters or on 
the accounts or disclosure to which they relate.
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         Reserve for Excess and Obsolete Inventory

Description of the Matter As described in Notes 2 and 8 to the consolidated financial statements, the Company records inventory net of a reserve for 
excess and obsolete inventory resulting in net inventories of $298.3 million as of January 3, 2026. The valuation of certain of the 
Company's inventory is subject to risks associated with supply and demand. As described in Note 2 to the consolidated financial 
statements, the Company maintains reserves for excess and obsolete inventory equal to the difference between the cost of 
inventory and its estimated net realizable value based upon assumptions about historical and future demand for the Company’s 
products and market conditions.

Auditing management’s estimate of the excess and obsolete inventory reserve was subjective and required significant judgment 
as the excess and obsolete inventory reserve is sensitive to changes in the Company’s operations and assumptions used to 
estimate the reserve including management’s assumptions with regards to product life-cycles, product demand and market 
conditions, which includes historical usage, expected future usage, on-hand quantities of individual materials, and anticipated 
engineering design changes or advancements.

How We Addressed the Matter 
in Our Audit

We obtained an understanding, evaluated the design and tested the operating effectiveness of controls over the Company’s 
excess and obsolete inventory reserve process, including those over the validity and reasonableness of the data and assumptions 
used in estimating the excess and obsolete inventory reserve.  

To test the adequacy of the Company’s excess and obsolete inventory reserve, we performed audit procedures that included, 
among others, assessing methodologies and assumptions used, testing the completeness and accuracy of the underlying data 
used by management in its analysis including the usage of historical materials, considering potential product obsolescence, 
observing physical inventory on-hand and inspecting historical gross margins to assess whether any items are being sold at a 
loss or lower margins that may need to be included in the reserve. We assessed the historical accuracy of management’s 
estimated excess and obsolete inventory reserve and performed sensitivity analyses to evaluate changes in the estimate that 
result from changes in the Company’s significant assumptions.

 

  Valuation of Developed Technology and Customer Relationship intangible assets in the Acquisition of Semilab USA LLC

Description of the Matter As described in Note 3 to the consolidated financial statements, the Company completed the acquisition of Semilab USA LLC 
for a total purchase price of $526.6 million during the fiscal year 2025. The acquisition was accounted for as a business 
combination in accordance with Accounting Standards Codification (ASC) 805, Business Combination.

Auditing the Company’s accounting for the acquisition was complex due to the estimation uncertainty in the Company’s 
determination of the fair value of certain identified intangible assets, which primarily consisted of developed technology and 
customer relationships. The estimation uncertainty was primarily due to the sensitivity of the respective fair values to underlying 
assumptions about the future performance of the acquired business. The Company used the multi-period excess earnings method 
to value the customer relationship intangible assets and the relief from royalty method to value the developed technology 
intangible assets. The assumptions used to estimate the value of these intangible assets included, among others, revenue, revenue 
growth rates, customer attrition rates, royalty rates, and discount rates. These assumptions are forward-looking and could be 
affected by future economic and market conditions. 

How We Addressed the Matter 
in Our Audit

We obtained an understanding, evaluated the design and tested the operating effectiveness of controls over the Company’s 
process for determining fair value of the identifiable intangible assets. We tested management’s review controls over the 
significant assumptions described above along with the completeness and accuracy of the data used in the fair value estimates.

To test the estimated fair value of the acquired customer relationships and developed technology assets, we performed audit 
procedures that included, among others, assessing the valuation 
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  methodologies used, evaluating the assumptions discussed above, and testing the completeness and accuracy of the underlying 
data used by management to support the assumptions and estimates used in its analysis. To evaluate the forecasted revenue and 
revenue growth rates, we performed procedures including consideration of current industry and economic trends, review of the 
acquired business’s historic financial performance and comparison to guideline public company forecasts. To evaluate the 
customer attrition rate, we performed procedures to understand the acquired business’s historic customer attrition trends and to 
test the historical data used by management. We involved our valuation specialists to assist in our evaluation of the valuation 
methodologies used by the Company and certain significant assumptions, including the discount rate and attrition rate used to 
value the customer relationship intangible asset and the discount rate and royalty rates used to value the developed technology 
intangible assets. We also performed a sensitivity analysis of each assumption to evaluate the change in the estimated fair value 
of the customer relationships and developed technology intangible assets resulting from changes in the assumptions.

 
/s/ Ernst & Young LLP
We have served as the Company’s auditor since 2008.
Iselin, New Jersey 
 
February 24, 2026
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Report of Independent Registered Public Accounting Firm
 
 
To the Shareholders and the Board of Directors of Onto Innovation Inc.

Opinion on Internal Control Over Financial Reporting

We have audited Onto Innovation Inc.’s internal control over financial reporting as of January 3, 2026, based on criteria established in Internal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework) (the COSO criteria). In our 
opinion, Onto Innovation Inc. (the Company) maintained, in all material respects, effective internal control over financial reporting as of January 3, 2026, based 
on the COSO criteria.
 
As indicated in the accompanying Management’s Report on Internal Control Over Financial Reporting, management’s assessment of and conclusion on the 
effectiveness of internal control over financial reporting did not include the internal controls of Semilab USA LLC, which is included in the 2025 consolidated 
financial statements of the Company and constituted 3% of total assets, excluding goodwill and intangibles, as of January 3, 2026 and 1% of revenues for the year 
then ended. Our audit of internal control over financial reporting of the Company also did not include an evaluation of the internal control over financial reporting 
of Semilab USA LLC.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the consolidated balance 
sheets of the Company as of January 3, 2026 and December 28, 2024, the related consolidated statements of operations, comprehensive income, stockholders’ 
equity and cash flows for each of the three years in the period ended January 3, 2026, and the related notes and financial statement schedule listed in the Index at 
Item 15(a) and our report dated February 24, 2026 expressed an unqualified opinion thereon.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of 
internal control over financial reporting included in the accompanying Management’s Report on Internal Control Over Financial Reporting. Our responsibility is 
to express an opinion on the Company’s internal control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB 
and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the 
Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether effective internal control over financial reporting was maintained in all material respects.

Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and 
evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary 
in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
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Definition and Limitations of Internal Control Over Financial Reporting

A company’s internal control over financial reporting is a process designed 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. A company’s internal control over financial 
reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the 
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of 
financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of 
unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of 
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with 
the policies or procedures may deteriorate.

 

/s/ Ernst & Young LLP
Iselin, New Jersey

February 24, 2026
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ONTO INNOVATION INC.

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

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
Revenue   $ 1,005,263    $ 987,321    $ 815,868 
Cost of revenue     505,493      472,013      395,614 

Gross profit     499,770      515,308      420,254 
Operating expenses:                  

Research and development     131,978      113,860      104,442 
Sales and marketing     69,955      76,044      61,765 
General and administrative     107,077      79,855      79,575 
Amortization     39,409      49,437      54,822 
Restructuring and other     18,424      9,009      3,572 

Total operating expenses     366,843      328,205      304,176 
Operating income     132,927      187,103      116,078 
Interest income, net     34,971      33,489      20,356 
Other expense, net     (4,996)     (145)     (3,852)

Income before provision for income taxes     162,902      220,447      132,582 
Provision for income taxes     26,143      18,777      11,423 
Net income   $ 136,759    $ 201,670    $ 121,159 
Earnings per share:                  

Basic   $ 2.78    $ 4.09    $ 2.47 
Diluted   $ 2.78    $ 4.06    $ 2.46 

Weighted average number of shares outstanding:                  
Basic     49,123      49,343      48,971 
Diluted     49,273      49,660      49,318 

                   

The accompanying notes are an integral part of these consolidated financial statements.
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ONTO INNOVATION INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands) 

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
Net income   $ 136,759    $ 201,670    $ 121,159 
Other comprehensive income (loss), net of tax:                  

Change in net unrealized gains (losses) on available-for-sale marketable securities     357      (137)     3,660 
Change in currency translation adjustments     3,485      (5,827)     (1,549)
Total other comprehensive income (loss), net of tax     3,842      (5,964)     2,111 

Total comprehensive income   $ 140,601    $ 195,706    $ 123,270 

The accompanying notes are an integral part of these consolidated financial statements.
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ONTO INNOVATION INC.

CONSOLIDATED BALANCE SHEETS
(In thousands, except per share data)

   
January 3,

2026    
December 28,

2024  
ASSETS            

Current Assets:            
Cash and cash equivalents   $ 346,119    $ 212,945 
Marketable securities     293,503      639,383 
Accounts receivable, less allowance of $2,462 at January 03, 2026 and $2,585 at December 28, 2024     268,932      308,142 
Inventories     298,264      286,979 
Prepaid expenses and other current assets     61,217      30,073 

Total current assets     1,268,035      1,477,522 
Property, plant and equipment, net     127,184      123,868 
Goodwill     644,015      329,980 
Identifiable intangible assets, net     298,098      127,457 
Deferred income taxes     3,864      42,811 
Other assets     26,545      15,453 

Total assets   $ 2,367,741    $ 2,117,091 
LIABILITIES AND STOCKHOLDERS’ EQUITY            

Current liabilities:            
Accounts payable   $ 107,685    $ 56,261 
Accrued liabilities     48,544      49,974 
Deferred revenue     31,781      33,828 
Other current liabilities     30,936      30,026 

Total current liabilities     218,946      170,089 
Deferred and other tax liabilities     20,401      4 
Other non-current liabilities     27,747      21,116 

Total liabilities     267,094      191,209 
Commitments and contingencies (Note 9)            
Stockholders’ equity:            

Preferred stock, $0.001 par value, 3,000 shares authorized, no shares
   issued and outstanding     —      — 
Common stock, $0.001 par value, 97,000 shares authorized, 49,702 and 
   49,238 issued and outstanding at January 3, 2026 and December 28, 2024,
   respectively.     50      49 
Additional paid-in capital     1,366,833      1,275,146 
Accumulated other comprehensive loss     (10,021)     (13,863)
Accumulated earnings     743,785      664,550 

Total stockholders’ equity     2,100,647      1,925,882 
Total liabilities and stockholders’ equity   $ 2,367,741    $ 2,117,091 

The accompanying notes are an integral part of these consolidated financial statements.
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ONTO INNOVATION INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
Cash flows from operating activities:                  

Net income   $ 136,759    $ 201,670    $ 121,159 
Adjustments to reconcile net income to net cash and cash equivalents provided
     by operating activities:                  

Depreciation     21,030      12,872      12,390 
Accretion of discount on marketable securities     (4,734)     (7,202)     (4,762)
Amortization of intangibles     39,409      49,437      54,822 
Share-based compensation     27,617      28,577      25,513 
Write-off of acquired in-process research and development     —      4,168      — 
Provision for inventory valuation     26,489      19,187      10,015 
Deferred income taxes     12,866      (26,476)     (22,429)
Other, net     8,821      722      2,991 
Change in operating assets and liabilities, net of effects of business acquired:                  

Accounts receivable     53,783      (83,685)     12,151 
Income taxes     (20,160)     3,109      1,798 
Inventories     (3,029)     19,943      (16,462)
Prepaid expenses and other assets     (2,378)     9,295      (9,251)
Accounts payable     50,937      6,225      (4,681)
Accrued and other liabilities     (19,095)     7,834      (11,281)

Net cash and cash equivalents provided by operating activities     328,315      245,676      171,973 
Cash flows from investing activities:                  

Purchases of marketable securities     (475,805)     (708,707)     (480,458)
Proceeds from maturities and sales of marketable securities     826,874      540,824      396,844 
Purchases of property, plant and equipment     (28,513)     (31,903)     (22,573)
Purchases of non-marketable equity securities     (8,000)     —      — 
Proceeds from sale of property, plant and equipment     —      —      2,800 
Acquisitions, net of cash acquired     (436,124)     (26,761)     — 

Net cash and cash equivalents used in investing activities     (121,568)     (226,547)     (103,387)
Cash flows from financing activities:                  

Purchases of common stock     (75,015)     (25,069)     (3,197)
Tax payments related to shares withheld for share-based compensation plans     (13,534)     (19,045)     (10,762)
Payment of contingent consideration for acquired business     —      (737)     (801)
Issuance of shares through share-based compensation plans     13,399      9,178      5,285 

Net cash and cash equivalents used in financing activities     (75,150)     (35,673)     (9,475)
Effect of exchange rate changes on cash and cash equivalents     1,577      (4,019)     (1,476)
Net increase in cash and cash equivalents     133,174      (20,563)     57,635 
Cash and cash equivalents at beginning of year     212,945      233,508      175,872 
Cash and cash equivalents at end of year   $ 346,119    $ 212,945    $ 233,508 
                   
Supplemental disclosure of cash flow information:                  

Income taxes paid, net   $ 36,039    $ 35,505    $ 34,104 
Supplemental noncash investing and financing activities:                  

Issuance of shares for acquisition   $ 81,697    $ —    $ — 
 

The accompanying notes are an integral part of these consolidated financial statements.
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ONTO INNOVATION INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
For the years ended January 3, 2026, 

December 28, 2024 and December 30, 2023 
(In thousands)

    Common Stock     Additional Paid-in    

Accumulated
Other

Comprehensive     Accumulated        
    Shares     Amount     Capital     Loss     Earnings     Total  

Balance at December 31, 2022     48,684    $ 49    $ 1,243,631    $ (10,010)   $ 362,756    $ 1,596,426 
Issuance of shares through share-
   based compensation plans, net     573      —      5,285      —      —      5,285 
Repurchase of common stock     (46)     —      (1,638)     —      (1,559)     (3,197)
Net income     —      —      —      —      121,159      121,159 
Share-based compensation     —      —      25,513      —      —      25,513 
Share-based compensation plan 
    withholdings     (125)     —      (10,762)     —      —      (10,762)
Currency translation     —      —      —      (1,549)     —      (1,549)
Unrealized gain on investments     —      —      —      3,660      —      3,660 

Balance at December 30, 2023     49,086    $ 49    $ 1,262,029    $ (7,899)   $ 482,356    $ 1,736,535 
Issuance of shares through share-
   based compensation plans, net     411      —      9,178      —      —      9,178 
Repurchase of common stock     (157)     —      (5,593)     —      (19,476)     (25,069)
Net income     —      —      —      —      201,670      201,670 
Share-based compensation     —      —      28,577      —      —      28,577 
Share-based compensation plan 
    withholdings     (102)     —      (19,045)     —      —      (19,045)
Currency translation     —      —      —      (5,827)     —      (5,827)
Unrealized loss on investments     —      —      —      (137)     —      (137)

Balance at December 28, 2024     49,238    $ 49    $ 1,275,146    $ (13,863)   $ 664,550    $ 1,925,882 
Issuance of shares through share-
   based compensation plans, net     409      —      13,399      —      —      13,399 
Repurchase of common stock     (492)     —      (17,491)     —      (57,524)     (75,015)
Net income     —      —      —      —      136,759      136,759 
Share-based compensation     —      —      27,617      —      —      27,617 
Share-based compensation plan 
    withholdings     (95)     —      (13,534)     —      —      (13,534)
Purchase of a business     642      1      81,696      —      —      81,697 
Currency translation     —      —      —      3,485      —      3,485 
Unrealized gain on investments     —      —      —      357      —      357 

Balance at January 3, 2026     49,702    $ 50    $ 1,366,833    $ (10,021)   $ 743,785    $ 2,100,647 

 The accompanying notes are an integral part of these consolidated financial statements
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1. Organization and Nature of Operations:

Onto Innovation Inc. (“Onto Innovation” or the “Company”) is a worldwide leader in the design, development, manufacture and support of process control 
tools that perform macro-defect inspection and metrology, lithography systems, and process control analytical software used by semiconductor and advanced 
packaging device manufacturers. The Company delivers comprehensive solutions throughout the semiconductor fabrication process with our families of 
proprietary products that provide critical yield-enhancing information, enabling microelectronic device manufacturers to drive down costs and time to market of 
their devices. The Company provides process and yield management solutions used in both wafer processing facilities, often referred to as “front-end” 
manufacturing, and in device packaging and test facilities, commonly referred to as “back-end” manufacturing. The Company’s advanced process control 
software portfolio includes powerful solutions for standalone tools, groups of tools, or factory-wide suites to enhance productivity and achieve significant cost 
savings. Onto Innovation’s systems are backed by worldwide customer service and applications support. The Company has branch sales and service offices or 
subsidiaries in Korea, Japan, China, Taiwan, Singapore, Malaysia, Vietnam and in several countries in Europe. The Company operates in a single reportable 
segment and is a provider of process characterization equipment and software for wafer fabs and advanced packaging facilities. 

2. Summary of Significant Accounting Policies: 

Basis of Presentation and Principles of Consolidation. The consolidated financial statements reflect the accounts of the Company and its wholly-owned 
subsidiaries. All intercompany accounts and transactions have been eliminated. The Company has prepared these consolidated financial statements in conformity 
with generally accepted accounting principles in the U.S. (“GAAP”).

Fiscal Year.  Through fiscal 2025, the Company operated on a 52- or 53-week fiscal year ending on the Saturday closest to December 31. The fiscal year of 2025 
was a 53-week fiscal year that began on December 29, 2024 and ended January 3, 2026.  The fiscal year of 2024 was a 52-week fiscal year that began on 
December 31, 2023 and ended December 28, 2024.  The fiscal year of 2023 was a 52-week fiscal year that began on January 1, 2023 and ended December 30, 
2023. On February 18, 2026, the Board of Directors changed the Company’s fiscal year from a 52-53 week fiscal year ending on the Saturday closest to 
December 31 to a December 31 fiscal year-end beginning with the fiscal year ending on December 31, 2026

Segment Reporting. The Company is organized and operates as one reportable segment, the design, development, manufacture and support of high-performance 
control metrology, defect inspection, lithography and data analysis systems used by microelectronics device manufacturers. The Company’s chief operating 
decision maker, the Chief Executive Officer, reviews financial information presented on a consolidated basis for purposes of making operating decisions and 
assessing financial performance.

For additional information on the Company’s segment reporting, see Note 15 of Notes to the Consolidated Financial Statements.

Revenue Recognition. Revenue is recognized when control of the promised goods or services is transferred to the Company’s customers in an amount that 
reflects the consideration the Company expects to be entitled to receive in exchange for those goods or services. The Company accounts for a contract when it has 
approval and commitment from both parties, the rights of the parties and payment terms are identified, the contract has commercial substance and collectability of 
consideration is reasonably assured.

The Company accounts for shipping and handling activities as the fulfillment of a promise to transfer goods to the customer and therefore records these 
activities under the caption “Cost of revenue.” Sales tax and any other taxes collected concurrent with revenue producing activities are excluded from revenue. 
Incidental items that are immaterial in the context of the contract are recognized as expense.

Contracts with customers may include multiple performance obligations. For such arrangements, the Company allocates revenue to each performance 
obligation based on its relative standalone selling price. The Company generally determines standalone selling prices based on the prices charged to customers or 
the expected cost-plus margin.

Systems and Software Revenue

Revenue from systems is recognized when the Company transfers control of the product to the customer. To indicate transfer of control, the Company 
must have a present right to payment, legal title must have passed to the customer and the 
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customer must bear the significant risks and rewards of ownership. The Company generally transfers control for system sales when the customer or the 
customer’s agent picks up the system at the Company’s facility. The Company provides an assurance warranty on its systems for a period of twelve to fourteen 
months against defects in material and workmanship. The Company provides for the estimated cost of product warranties at the time revenue is recognized.

Depending on the terms of the systems arrangement, the Company may also defer the recognition of a portion of the consideration expected to be received 
because the Company has to satisfy a future obligation (e.g., installation and extended warranties). The Company uses an observable price to determine the 
standalone selling price for separate performance obligations or a cost-plus margin approach when one is not available.

Revenue from software licenses provides the customer with a right to use the software as it exists when made available to the customer. Revenue from 
software licenses, which is primarily sold with our systems, is recognized upfront at the point in time when the software is made available to the customer. 
Revenue from licensing support and maintenance is recognized as the support and maintenance are provided, which is over the contract period.

Parts Revenue

Revenue from parts is recognized when the Company transfers control of the product, which typically occurs when the Company ships the product from its 
facilities to the customer.

Services Revenue

Revenue from services primarily consists of service contracts, which provide additional maintenance coverage beyond the Company’s assurance warranty 
on its products, service labor, consulting and training. Revenue from service contracts is recognized ratably over the term of the service contract. Revenue from 
service labor and consulting is recognized as services are performed. Revenue from installation services is recognized at a point in time when installation is 
complete. 

Practical Expedients

The Company generally expenses sales commissions when incurred because the amortization period is one year or less. These costs are recorded within 
selling, general and administrative expenses.

The Company applies the practical expedient outlined in ASC 606-40-32-18 which allows the company not to adjust promised consideration for the effects 
of a significant financing component if the payment terms are one year or less.

The Company does not disclose the value of remaining performance obligations for contracts with an original expected length of one year or less and 
contracts for which the Company recognizes revenue in the amount to which it has the right to invoice.

For additional information on the Company’s revenue recognition, see Note 10 of Notes to the Consolidated Financial Statements.

Business Combinations.  The Company accounts for business combinations under the acquisition method of accounting, which requires the Company to 
recognize separately from goodwill the assets acquired, and the liabilities assumed at their acquisition date fair values. While the Company uses its best estimates 
and assumptions to accurately value assets acquired and liabilities assumed at the acquisition date as well as contingent consideration, where applicable, the 
Company’s estimates are inherently uncertain and subject to refinement. As a result, during the measurement period, which may be up to one year from the 
acquisition date, the Company records adjustments to the assets acquired and liabilities assumed with the corresponding offset to goodwill. Upon the conclusion 
of the measurement period or final determination of the values of assets acquired or liabilities assumed, whichever comes first, any subsequent adjustments are 
recognized in its consolidated statements of operations. Accounting for business combinations requires the Company’s management to make significant estimates 
and assumptions, especially at the acquisition date including its estimates for intangible assets, contractual obligations assumed, restructuring liabilities, pre-
acquisition contingencies, and contingent consideration, where applicable. Although the Company believes the assumptions and estimates it has made in the past 
have been reasonable and appropriate, they are based, in part, on historical experience and information obtained from the management of the acquired companies 
and are inherently uncertain. Estimates in valuing certain acquired intangible assets under the income approach include growth in future expected cash flows from 
product sales, acquired technologies, technology obsolescence rates, estimated cash flows from the projects when completed and discount rates. Unanticipated 
events and circumstances may occur that may affect the accuracy or validity of such assumptions, estimates or actual results.
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For additional information on the Company’s business combinations, see Note 3 of these Notes to the Consolidated Financial Statements.

Use of Estimates.  The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect 
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the date of the financial statements and the reported amounts 
of revenue and expenses during the reporting period. Significant estimates made by management include the allowance for credit losses, excess and obsolete 
inventory, fair value of assets acquired and liabilities assumed in a business combination, recoverability and useful lives of property, plant and equipment and 
identifiable intangible assets, recoverability of goodwill, recoverability of deferred tax assets, liabilities for product warranty, contingencies, including litigation 
reserves and share-based payments and liabilities for tax uncertainties. Actual results could differ from those estimates.

These estimates and assumptions are based on historical experience and on various other factors which the Company believes to be reasonable under the 
circumstances. The Company may engage third-party valuation specialists to assist with estimates related to the valuation of performance stock awards, goodwill, 
identifiable intangible and certain tangible assets acquired. Such estimates often require the selection of appropriate valuation methodologies and significant 
judgment. Actual results could differ from these estimates under different assumptions or circumstances and such differences could be material.

Cash and Cash Equivalents. Cash and cash equivalents include cash and highly liquid debt instruments with original maturities of three months or less when 
purchased.

Marketable Securities. The Company determined that its investment securities are to be classified as available-for-sale. Available-for-sale debt securities are 
carried at fair value, with the unrealized gains and losses reported in stockholders’ equity under the caption “Accumulated other comprehensive loss.” Realized 
gains and losses and interest and dividends on available-for-sale securities are included in interest income and other, net. Available-for-sale securities are 
classified as current assets regardless of their maturity date if they are available for use in current operations. The Company reviews its investment portfolio to 
identify and evaluate investments that have indications of possible impairment. Factors considered in determining whether a loss is other-than-temporary include 
the length of time and extent to which fair value has been less than the cost basis, credit quality and the Company’s ability and intent to hold the investment for a 
period of time sufficient to allow for any anticipated recovery in market value. When a decline in fair value is determined to be other-than-temporary, unrealized 
losses on available-for-sale securities are charged against earnings. The specific identification method is used to determine the gains and losses on marketable 
securities.

For additional information on the Company’s marketable securities, see Note 5 of Notes to the Consolidated Financial Statements.

Allowance for Credit Losses.  The Company maintains an allowance for credit losses that is estimated based on a combination of factors including write-off 
history, aging analysis, forecast of future economic conditions and any specific known troubled accounts. The Company believes the allowance is adequate to 
cover expected losses on trade receivables.  Provisions for expected credit losses are classified as selling, general and administrative expense in the Consolidated 
Statements of Operations. If the financial condition of the Company’s customers were to deteriorate, resulting in an impairment of their ability to make payments, 
additional allowances may be required.

Inventories.  Inventories are stated at the lower of cost or net realizable value.  Net realizable value is the estimated selling prices in the ordinary course of 
business, less predictable costs of completion, disposal and transportation.  Cost is generally determined on a first-in, first-out basis, and includes material, labor 
and manufacturing overhead costs. The Company reviews and sets standard costs as needed, but at a minimum, on an annual basis, at current manufacturing costs 
in order to approximate actual costs. 

The Company evaluates inventories for excess quantities and obsolescence. The Company establishes inventory reserves when conditions exist that 
suggest that inventory may be in excess of anticipated demand or is obsolete based upon assumptions about historical and future demand for the Company’s 
products and market conditions. In addition, inventories are evaluated for potential obsolescence due to the effect of known and anticipated engineering design 
changes. Once a reserve has been established, it is maintained until the item to which it relates is scrapped or sold. The Company regularly evaluates its ability to 
realize the value of inventory based on a combination of factors including the following: historical usage rates, forecasted 
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sales, product end-of-life dates, estimated current and future market values and new product introductions. When recorded, reserves are intended to reduce the 
carrying value of the Company’s inventory to its net realizable value. If actual demand for the Company’s products deteriorates, or market conditions are less 
favorable than those that the Company projects, additional reserves may be required.  

Property, Plant and Equipment. Property, plant and equipment are stated at cost. Depreciation of property, plant and equipment is computed using the straight-
line method over the estimated useful lives of the assets, which are five to twenty-two years for buildings, three to ten years for machinery and equipment, three to 
ten years for furniture and fixtures, three years for computer equipment, and three to ten years for software. Leasehold improvements are amortized using the 
straight-line method over the lesser of the lease term or the estimated useful life of the related asset. Repairs and maintenance costs are expensed as incurred and 
major renewals and betterments are capitalized.

Long-Lived Assets and Finite-Lived Acquired Intangible Assets.  Long-lived assets, such as property, plant, and equipment, and identifiable acquired 
intangible assets with finite useful lives, are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset 
may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to estimated undiscounted 
future cash flows expected to be generated by the asset. If the carrying amount of an asset exceeds its estimated future cash flows, an impairment charge is 
recognized in the amount by which the carrying amount of the asset exceeds the fair value of the asset, which is generally based on discounted cash flows.  

Goodwill and Indefinite Lived Intangible Assets.  Goodwill and indefinite lived intangible assets are tested for impairment on an annual basis or when an event 
or changes in circumstances indicate that its carrying value may not be recoverable. Goodwill impairment is tested at the reporting unit level, which is defined as 
an operating segment or one level below the operating segment.  The Company has one reporting unit and one operating segment. No goodwill impairment 
occurred in fiscal years 2025, 2024, or 2023. Goodwill is reviewed for impairment using either a qualitative assessment or a quantitative goodwill impairment 
test. If the Company chooses to perform a qualitative assessment and determine the fair value more likely than not exceeds the carrying value, no further 
evaluation is necessary. When the Company performs the quantitative goodwill impairment test, it compares fair value to carrying value, which includes 
goodwill. If fair value exceeds carrying value, the goodwill is not considered impaired. If the carrying value is higher than the fair value, the difference would be 
recognized as an impairment loss.

Intangible assets with indefinite lives, including in-process research and development (“IPR&D”), are tested for impairment if impairment indicators arise 
and, at a minimum, annually. However, the Company is permitted to first assess qualitative factors to determine if a quantitative impairment test is necessary. 
Further testing is only required if the entity determines, based on the qualitative assessment, that it is more likely than not that an indefinite-lived intangible 
asset’s fair value is less than its carrying amount. Otherwise, no further impairment testing is required. The indefinite-lived intangible asset impairment test 
consists of a one-step analysis that compares the fair value of the intangible asset with its carrying amount. If the carrying amount of an intangible asset exceeds 
its fair value, an impairment loss is recognized in an amount equal to that excess. The Company considers many factors in evaluating whether the value of 
intangible assets with indefinite lives may not be recoverable, including, but not limited to estimates of future cash flows, the discount rate, terminal growth rates, 
general economic conditions, our outlook and market performance of our industry and recent and forecasted financial performance.

For additional information on the Company’s goodwill and purchased intangible assets, see Note 6 of Notes to the Consolidated Financial Statements.

Concentration of Credit Risk. Financial instruments, which potentially subject the Company to concentrations of credit risk, consist primarily of accounts 
receivable, cash and cash equivalents and marketable securities. 

The Company maintains cash and cash equivalents and marketable securities with higher credit quality issuers and monitors the amount of credit exposure 
to any one issuer. The Company’s investment policy provides guidelines and limits regarding credit quality, investment concentration, investment type, and 
maturity that the Company believes will provide liquidity while reducing risk of loss of capital. Investments are of a short-term nature and include investments in 
commercial paper, corporate debt securities, asset-backed securities, U.S. Treasury, U.S. Government, and U.S. Agency debt.

The Company’s accounts receivable result primarily from the sale of semiconductor equipment, related accessories and replacement parts. The Company’s 
customer base is highly concentrated and historically, a relatively small number of 
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customers have accounted for a significant portion of its receivables. Write-offs of uncollectible accounts have historically not been material. The Company 
actively monitors its customers’ financial strength to reduce the risk of loss.

Warranties. The Company generally provides a warranty on its products for a period of twelve to fourteen months against defects in material and workmanship. 
The Company accrues for the estimated cost of product warranties at the time revenue is recognized. The estimated future warranty obligations are affected by the 
warranty periods, sales volumes, product failure rates, material usage and labor and replacement costs incurred in correcting a product failure. If actual product 
failure rates, material usage, labor or replacement costs differ from the Company’s estimates, revisions to the estimated warranty obligations would be required. 
The warranty accrual represents the best estimate of the amount necessary to settle future and existing claims on products sold as of the balance sheet date. The 
Company periodically assesses the adequacy of its recorded warranty reserve and adjusts the amounts in accordance with changes in these factors.

Income Taxes. The Company accounts for income taxes using the asset and liability approach for deferred taxes which requires the recognition of deferred tax 
assets and liabilities for the expected future tax consequences of events that have been recognized in the Company’s consolidated financial statements or tax 
returns. A valuation allowance is recorded to reduce a deferred tax asset to the portion which more likely than not will be realized.

For additional information on the Company’s income taxes, see Note 13 of Notes to the Consolidated Financial Statements.

Translation of Foreign Currencies.  The Company’s international branches and subsidiaries primarily generate and expend cash in their local functional 
currency. Accordingly, all balance sheet accounts of these local functional currency branches and subsidiaries are translated into U.S. dollars at the fiscal period-
end exchange rate, and income and expense accounts are translated into U.S. dollars using average rates in effect for the period. The resulting translation 
adjustments are recorded as cumulative translation adjustments and are recorded directly as a separate component of stockholders’ equity under the caption, 
“Accumulated other comprehensive loss.” The Company had accumulated exchange losses resulting from the translation of foreign operation financial statements 
of $11.0 million and $14.5 million as of January 3, 2026 and December 28, 2024, respectively.

Share-based Compensation. The Company measures the cost of employee services received in exchange for the award of equity instruments based on the fair 
value of the award at the date of grant. Compensation expense is recognized using the straight-line attribution method to recognize share-based compensation 
over the service period of the award, with adjustments recorded for forfeitures as they occur. 

For additional information on the Company’s share-based compensation plans, see Note 11 of Notes to the Consolidated Financial Statements.

Research and Development Costs.  Expenditures for research and development are expensed as incurred.

Derivative Instruments and Hedging Activities. The Company’s policy is to mitigate the effect of exchange rate fluctuations on certain foreign currency 
denominated business exposures. The Company has a policy that allows for the use of derivative financial instruments to hedge foreign currency exchange rate 
fluctuations on forecasted revenue and net monetary assets or liabilities denominated in various foreign currencies. The Company carries derivative financial 
instruments (derivatives) on the balance sheet at their fair values, in either prepaid expenses and other current assets or other current liabilities in the Consolidated 
Balance Sheets. The Company does not use derivatives for trading or speculative purposes. The Company does not believe that it is exposed to more than a 
nominal amount of credit risk in its foreign currency hedges, as counterparties are large, global and well-capitalized financial institutions. The Company’s 
exposures are in liquid currencies (Japanese yen, euros, Korean won, Taiwanese dollars, Chinese renminbi and Singapore dollars), so there is minimal risk that 
appropriate derivatives to maintain the Company’s hedging program would not be available in the future.

To hedge foreign currency risks, the Company uses foreign currency exchange forward contracts, where possible and prudent. These hedge contracts are 
valued using standard valuation formulas with assumptions about future foreign currency exchange rates derived from existing exchange rates, interest rates, and 
other market factors.
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The dollar equivalent of the U.S. dollar forward contracts and related fair values as of January 3, 2026 and December 28, 2024 were as follows:

   
January 3,

2026     December 28,
2024  

    (in thousands)  
Notional amount   $ 47,361    $ 45,883 
Fair value of asset     89      61 

During the years ended January 3, 2026 and December 28, 2024, the Company recognized losses of $1.7 million and $1.1 million on maturities of forward 
contracts, respectively.  During the year ended December 30, 2023, the Company recognized a gain of $0.3 million on maturities of forward contracts.  The 
aggregate notional amounts of matured contracts were $485.6 million, $423.4 million and $319.4 million for 2025, 2024 and 2023, respectively.

Contingencies and Litigation.  The Company is subject to the possibility of losses from various contingencies, including certain legal proceedings, lawsuits and 
other claims. The Company accrues for a loss contingency when it concludes that the likelihood of a loss is probable and the amount of the loss can be reasonably 
estimated. If the Company concludes that loss contingencies that could be material to any one of its financial statements are not probable, but are reasonably 
possible, or are probable, but cannot be estimated, then the Company discloses the nature of the loss contingencies, together with an estimate of the range of 
possible loss or a statement that such loss is not reasonably estimable. The Company expenses as incurred the costs of defending legal claims against the 
Company. The Company does not recognize gain contingencies until realized. See Note 9 of the Notes to the Consolidated Financial Statements, “Commitments 
and Contingencies” for a detailed description.

Recent Accounting Pronouncements.

Recently Adopted or Effective

In December 2023, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2023-09, “Income Taxes (Topic 
740): Improvements to Income Tax Disclosures,” which requires public entities to disclose consistent categories and greater disaggregation of information in the 
rate reconciliation and for income taxes paid. It also includes certain other amendments to improve the effectiveness of income tax disclosures. The guidance is 
effective for financial statements issued for annual periods beginning after December 15, 2024, with early adoption permitted. The Company applied the 
amendments prospectively for the fiscal year ended January 3, 2026, and the impact of the adoption of the amendments in this update was not material to the 
Company’s consolidated financial position and results of operations for the fiscal year ended January 3, 2026, since the amendments require only enhancement of 
existing income tax disclosures in the footnotes to the Company’s consolidated financial statements.

Updates Not Yet Effective

In December 2025, the FASB issued ASU 2025-11, “Interim Reporting (Topic 270): Narrow-Scope Improvements,” to clarify and reorganize U.S. GAAP 
interim reporting guidance to improve navigability, applicability, and consistency without changing the fundamental nature or volume of required interim 
disclosures. This amendment clarifies when ASC 270 is applicable, establishes a disclosure principle requiring disclosure of material events or changes occurring 
since the most recent annual reporting period, and consolidates into ASC Topic 270 a comprehensive list of interim disclosures required by other Codification 
Topics. The amendment also clarifies the form and content of interim financial statements, including guidance for condensed interim reporting. The amendment is 
effective for the Company for interim periods in 2028, with early adoption permitted. The impact of the adoption of the amendments in this update is not expected 
to be material to the Company’s consolidated financial position and results of operations.

In December 2025, the FASB issued ASU 2025‑10, “Government Grants (Topic 832): Accounting for Government Grants Received by Business 
Entities,” to establish specific guidance for the recognition, measurement, presentation, and disclosure of government grants received to reduce diversity and 
increase consistency amongst business entities in accounting for such grants. This amendment amends Accounting Standards Codification “ASC” Topic 832 to 
require that a government grant received by a business entity should not be recognized as income until it is probable that a business entity will comply with the 
conditions attached to the grant and the grant will be received, with any grant related to an asset to be purchased, constructed or acquired such as long-lived assets 
or inventory to be recognized on the balance sheet as either deferred income 
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or as an adjustment to the cost basis of the related asset, or the cost accumulation approach, as such costs are incurred. Any grant income or deferred income shall 
be recognized in earnings on a systematic and rational basis over the periods in which a business entity recognizes as expenses the costs for which the grant is 
intended to compensate, whereas any grants accounted for using the cost accumulation approach will not have a direct subsequent recognition in earnings, but 
rather reduced depreciation or amortization in accounting for the related asset. Entities are also required to present grants recognized in earnings separately under 
other income or deducted from the related expense, and provide disclosures of the nature of the government grant received, the accounting policies used to 
account for the grant, and the significant terms and conditions of the grant. The amendment is effective for the Company for annual and interim periods in 2029, 
with early adoption and multiple transition methods permitted. The Company is currently evaluating the potential impact of this standard on its consolidated 
financial statements.

In December 2025, the FASB issued ASU 2025-09, “Derivatives and Hedging (Topic 815): Hedge Accounting Improvements,” to amend certain aspects 
of its hedge accounting guidance to better reflect an entity’s risk management activities in the financial statements. The guidance expands the hedged risks 
permitted to be aggregated in a group of individual forecasted transactions and increases the variable price components eligible to be designated as the hedged 
risk in the forecasted purchase or sale of nonfinancial assets. For public business entities, the provisions of ASU 2025-09 are effective for fiscal years beginning 
after December 15, 2026. Early adoption is permitted. The Company is currently evaluating the potential impact of this standard on its consolidated financial 
statements.

In September 2025, the FASB issued ASU 2025-06, “Intangibles-Goodwill and Other-Internal Use Software (Subtopic 350-40): Targeted Improvements 
to the Accounting for Internal-Use Software,” which removes all references to software development stages and clarifies the threshold entities apply to begin 
capitalizing costs. ASU 2025-06 is effective for annual periods beginning after December 15, 2027 and interim reporting periods within those annual reporting 
periods. The ASU may be applied prospectively, retrospectively or through a modified transition approach with early adoption permitted. The Company is 
currently evaluating the potential impact of this standard on its consolidated financial statements.

In July 2025, the FASB issued ASU 2025-05, “Financial Instruments - Credit Losses (Topic 326),” which simplifies the estimation of credit losses on 
current accounts receivable and current contract assets arising from transactions accounted for under Accounting Standards Codification 606, Revenue from 
Contracts with Customers.  The guidance allows all entities to use a practical expedient to assume that the current conditions as of the balance sheet date will 
remain unchanged for the remaining life of the asset when developing a reasonable and supportable forecast as part of estimating expected credit losses on these 
assets. The guidance is effective for fiscal years beginning after December 15, 2025, and interim periods within those fiscal years. Early adoption is permitted. 
Entities that elect the practical expedient are required to apply the amendments prospectively.  The Company does not expect the adoption of this guidance to 
have a material impact on its consolidated financial statements. 

In November 2024, the FASB issued ASU 2024-03, “Income Statement – Reporting Comprehensive Income – Expense Disaggregation Disclosures 
(Subtopic 220-40),” which requires additional disclosure of certain costs and expenses, including inventory purchases, employee compensation, selling expense 
and depreciation expense within the notes to financial statements. The guidance is effective for annual periods beginning after December 15, 2026, and interim 
periods within fiscal years beginning after December 15, 2027, with early adoption permitted. The Company is currently evaluating the impact that the updated 
standard will have on its financial statements and related disclosures.

3. Business Combination:

On November 17, 2025 (the “Acquisition Date”), the Company completed the previously announced acquisition of Semilab USA LLC (“Semilab USA”), 
pursuant to the Equity Purchase Agreement (the “Purchase Agreement”), dated as of June 27, 2025, by and among the Company, Semilab International Zrt. (the 
“Seller”), Semilab Zrt. and Semilab USA, as amended by the Amendment to Equity Purchase Agreement, dated October 9, 2025. 
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The preliminary Acquisition Date fair value of consideration transferred consisted of the following:

 
  At Acquisition Date  

  (in thousands, except per share data)  
 Cash paid $ 389,052 
Issuance of common stock   81,697 
Cash paid to extinguish Semilab USA’s debt   55,892 
Total purchase consideration $ 526,641 

     
 The fair value is based on the issuance of 641,771 shares of the Company's common stock with a per share value of $127.30 on the Acquisition date.  

The Company accounted for the acquisition of Semilab USA in accordance with ASC Topic 805, Business Combinations (“ASC 805”). The acquired 
assets and assumed liabilities were recorded at their estimated fair values. The Company determined the estimated fair values with the assistance of valuations 
performed by a third-party specialist, discounted cash flow analysis, and estimates made by management. 

The acquisition strengthens the Company’s capabilities in inline wafer contamination monitoring, materials characterization, and unique surface charge 
metrology. The goodwill recognized reflects the anticipated benefits from expanding the Company’s product portfolio and its growth opportunities in both new 
and existing markets. As the purchase price exceeded the fair value of Semilab USA’s identifiable net assets, goodwill was recorded in connection with the 
transaction. The Company does not expect the goodwill to be deductible for income tax purposes.

A portion of the overall purchase price was allocated to acquired intangible assets. Amortization expense associated with acquired intangible assets is not 
deductible for tax purposes. Therefore, a deferred tax liability of $46.6 million was established primarily for the future amortization of these intangibles and is 
included in “other long-term liabilities” in the table below.

The inventory fair value step‑up is non‑recurring and is recognized as an increase to cost of goods sold as the related inventory is sold. For the year ended 
January 3, 2026, the Company recognized $4.0 million of expense related to the step‑up. The remaining balance of approximately $9.1 million is expected to be 
recognized over the estimated sell‑through period of one year following the acquisition date.

 (1)

(1)
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The following table summarizes the preliminary purchase price allocation of the fair values of the assets acquired and liabilities assumed:

  At Acquisition Date  
  (in thousands)  
 Cash and cash equivalents $ 8,876 
 Accounts receivable   14,428 
 Inventories   33,838 
 Prepaid expenses and other current assets   843 
 Property, plant and equipment   2,058 
 Intangible assets   210,000 
 Other assets   3,045 
 Accounts payable   (487)
 Accrued expenses and other current liabilities   (8,270)
 Other long-term liabilities   (51,668)
 Total identifiable net assets   212,663 

Goodwill   313,978 
 Total purchase consideration $ 526,641 

The following table sets forth the preliminary amounts, allocated to the intangible assets identified and their estimated useful lives as of the Acquisition 
Date:

  At Acquisition Date  
  Fair Value     Weighted Average Useful Life  

  (in thousands)     (in years)  
 Developed technology $ 103,000      7.0 
 Customer relationships   82,000      6.0 
 Backlog   20,000      1.3 
 Tradename   5,000      8.0 

Total amortizable intangible assets $ 210,000       

The developed technology intangible assets were valued using the relief-from-royalty method under the income approach,  which estimates value based on 
the royalty a market participant would pay to license the technology. Under this approach, the after‑tax royalty savings attributable to ownership represent the 
economic benefit of the asset. The key assumptions used in the valuation included the estimated royalty rate, projected revenue attributable to the developed 
technology, the expected useful life of the asset, and a discount rate reflecting the risks associated with the projected cash flows. The assets are amortized on a 
straight‑line basis over their estimated 7‑year useful life, which approximates the expected pattern of economic benefits.

The customer relationships and backlog intangible assets were valued using the multi-period excess earnings method under the income approach, which 
isolates the net cash flows attributable to each asset and discounts them to present value. Significant assumptions included projected customer revenue and 
attrition rates, estimated operating margins, contributory asset charges, the expected useful life of the asset, and a discount rate reflecting the risks associated with 
the asset‑specific cash flows. The customer relationship asset is amortized on a straight-line basis over its 6‑year estimated life to reflect the pattern of expected 
economic benefits.  The backlog asset is amortized on a straight-line basis over its 1.3 year estimated life to reflect the pattern of expected economic benefits.

There were no significant contingencies assumed as part of the acquisition.

Acquisition-related costs totaled $12.5 million for the fiscal year ended December 31, 2025. These costs were expensed as incurred and are presented 
within general and administrative expense in the Company's consolidated statement of operations. 
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The purchase price allocation for the Semilab USA acquisition is preliminary and reflects management’s current estimates of the fair value of the assets 
acquired and liabilities assumed in accordance with ASC 805. The Company is still evaluating certain items within the measurement period, including the final 
determination of the working capital adjustment, which remains subject to post‑closing review procedures outlined in the purchase agreement. Accordingly, the 
provisional amounts recognized for the acquired net assets are subject to change during the remainder of the measurement period (which will not exceed 12 
months from the acquisition date). Any such revisions or changes may be material.

From the acquisition date through January 3, 2026, Semilab USA contributed $8.6 million of revenue and an operating loss of $6.2 million to the 
Company’s consolidated results.
 

Pro Forma Results

The unaudited pro forma financial information presented below was derived from historical financial records of Onto and Semilab USA and presents the 
operating results for the periods presented as if the Acquisition occurred on January 1, 2024. The pro forma results include adjustments to adjust for the impact of 
purchase accounting adjustments including amortization and depreciation expense, and the related tax effects. Accordingly, the following unaudited pro forma 
results are presented for informational purposes only and are not necessarily indicative of what the actual results of operations of the combined company would 
have been if the Acquisition had occurred at the beginning of 2024, nor are they indicative of future results of operations:

  Year Ended  

 
January 3,

2026     December 28,
2024  

Unadjusted (in thousands & unaudited)  
Revenue $ 1,087,054    $ 1,077,043 
Net income $ 132,348    $ 182,718 
 
 

4. Fair Value Measurements:

Fair Value of Financial Instruments

The Company has evaluated the estimated fair value of financial instruments using available market information and valuations as provided by third-party 
sources. The use of different market assumptions and/or estimation methodologies could have a significant effect on the estimated fair value amounts.  The 
carrying value of cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities approximates fair value because of the short-term 
maturity of these instruments.

Fair Value Hierarchy

The Company applies a three-level valuation hierarchy for fair value measurements. This hierarchy prioritizes the inputs into three broad levels. Level 1 
inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities. Level 2 inputs are quoted prices for similar assets and liabilities in active 
markets or inputs that are observable for the asset or liability, either directly or indirectly through market corroboration, for substantially the full term of the asset 
or liability. Level 3 inputs are unobservable inputs based on management’s assumptions used to measure assets and liabilities at fair value. A financial asset’s or 
liability’s fair value measurement classification within the hierarchy is determined based on the lowest level input that is significant to the fair value 
measurement.
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The following table provides the assets carried at fair value measured on a recurring basis at January 3, 2026 and December 28, 2024: 

   

Fair Value Measurements Using
Significant Other Observable

Inputs (Level 2)
 

   
January 3,

2026    
December 28,

2024  
    (in thousands)  

Assets:            
Available-for-sale debt securities:            

Government notes and bonds   $ 149,554    $ 284,863 
Certificates of deposit     47,338      73,421 
Commercial paper     32,204      136,557 
Corporate bonds     64,407      144,542 

Foreign currency forward contracts     89      61 
Total assets   $ 293,592    $ 639,444 

Available-for-sale debt securities classified as Level 2 are valued using observable inputs to quoted market prices, benchmark yields, reported trades, 
broker/dealer quotes or alternative pricing sources with reasonable levels of price transparency.  The foreign currency forward contracts are primarily measured 
based on the foreign currency spot and forward rates quoted by the banks or foreign currency dealers.  Available-for-sale debt securities prices are obtained from 
third party pricing providers, which model prices utilizing the above observable inputs, for each asset class.

 See Note 5 for additional discussion regarding the fair value of the Company’s marketable securities.

Non-recurring Fair Value Measurements

During the fiscal year ended January 3, 2026, the Company invested $8.0 million in the equity of a privately-held company.  There were no such 
investments at December 28, 2024.  This non-marketable equity investment is recorded at fair value on a non-recurring basis and is classified as a Level 3 asset in 
“Other assets” on the Condensed Consolidated Balance Sheets. This non-marketable equity investment is generally accounted for under the measurement 
alternative, defined as cost, less impairments, adjusted for subsequent observable price changes and is periodically assessed for impairment when events or 
circumstances indicate that decline in value may have occurred. As of January 3, 2026, there have been no impairments recorded for the non-marketable equity 
investment. 



Table of Contents
ONTO INNOVATION INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
 
 

 
F-22

5. Marketable Securities:

At January 3, 2026 and December 28, 2024, marketable securities are categorized as follows: 

   
Amortized

Cost    

Gross
Unrealized

Holding Gains    

Gross
Unrealized

Holding Losses    
Fair

Value  
    (in thousands)  
January 3, 2026                     
Government notes and bonds   $ 149,004    $ 551    $ 1    $ 149,554 
Certificates of deposit     47,243      95      —      47,338 
Commercial paper     32,188      16      —      32,204 
Corporate bonds     64,214      193      —      64,407 

Total marketable securities   $ 292,649    $ 855    $ 1    $ 293,503 
December 28, 2024                     
Government notes and bonds   $ 284,763    $ 387    $ 287    $ 284,863 
Certificates of deposit     73,390      49      18      73,421 
Commercial paper     136,496      103      42      136,557 
Corporate bonds     144,331      283      72      144,542 

Total marketable securities   $ 638,980    $ 822    $ 419    $ 639,383 

 The amortized cost and estimated fair value of marketable securities classified by the maturity date listed on the security, regardless of the Consolidated 
Balance Sheet classification, is as follows at January 3, 2026 and December 28, 2024: 

    January 3, 2026     December 28, 2024  

   
Amortized 

Cost    
Fair

 Value    
Amortized 

Cost    
Fair

 Value  
    (in thousands)  
Due within one year   $ 232,516    $ 233,043    $ 432,088    $ 432,616 
Due after one through five years     60,133      60,460      140,917      140,792 
Due after five through ten years     —      —      235      235 
Due after ten years     —      —      65,740      65,740 

Total marketable securities   $ 292,649    $ 293,503    $ 638,980    $ 639,383 
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The following table summarizes the estimated fair value and gross unrealized holding losses of marketable securities, aggregated by investment instrument 
and period of time in an unrealized loss position, at January 3, 2026 and December 28, 2024. 

   
In Unrealized Loss Position 
For Less Than 12 Months    

In Unrealized Loss Position 
For Greater Than 12 Months  

   
Fair

 Value    

Gross
 Unrealized 

Losses    
Fair

 Value    

Gross
 Unrealized 

Losses  
    (in thousands)  
January 3, 2026                     
Government notes and bonds   $ 7,390    $ 1    $ —    $ — 
Certificates of deposit     —      —      —      — 
Commercial paper     —      —      —      — 
Corporate bonds     —      —      —      — 

Total marketable securities   $ 7,390    $ 1    $ —    $ — 
December 28, 2024                     
Government notes and bonds   $ 37,636    $ 287    $ —    $ — 
Certificates of deposit     8,260      18      —      — 
Commercial paper     18,317      42      —      — 
Corporate bonds     13,260      71      3,200      1 

Total marketable securities   $ 77,473    $ 418    $ 3,200    $ 1 

 See Note 4 for additional discussion regarding the fair value of the Company’s marketable securities.

6. Goodwill and Purchased Intangible Assets:

Goodwill and purchased intangible assets with indefinite useful lives are not amortized but are reviewed for impairment annually during the fourth quarter 
of each fiscal year and whenever events or changes in circumstances indicate that the carrying value of an asset may not be recoverable. The process of evaluating 
the potential impairment of goodwill and intangible assets requires significant judgment. The Company regularly monitors current business conditions and 
considers other factors including, but not limited to, adverse industry or economic trends, restructuring actions and lower projections of profitability that may 
impact future operating results. The Company performed its annual qualitative assessment in the fourth quarter of fiscal 2025 and concluded that no impairment 
charge was required.

Goodwill

The changes in the carrying amount of goodwill are as follows: 

    Year Ended  

   
January 3,

2026    
December 28,

2024  
    (in thousands)  

Balance, beginning of the period   $ 329,980    $ 315,811 
Adjustment for previously acquired business     57      — 
Acquired business     313,978      14,169 

Balance, end of the period   $ 644,015    $ 329,980 

The $314.0 million of goodwill acquired in 2025 resulted from the purchase of Semilab USA, See Note 3, “Business Combination,” for further details.
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Purchased Intangible Assets

Purchased intangible assets as of January 3, 2026 and December 28, 2024 are as follows:

   
Gross Carrying 

Amount    
Accumulated 
Amortization     Net  

    (in thousands)  
January 3, 2026                
Finite-lived intangible assets:                
Developed technology   $ 380,698    $ 217,793    $ 162,905 
Customer and distributor relationships     148,621      38,965      109,656 
Trademarks and trade names     19,171      11,634      7,537 
Backlog     20,000      2,000      18,000 

Total identifiable intangible assets   $ 568,490    $ 270,392    $ 298,098 
                   
December 28, 2024                
Finite-lived intangible assets:                
Developed technology   $ 387,716    $ 298,013    $ 89,703 
Customer and distributor relationships     73,321      39,370      33,951 
Trademarks and trade names     14,171      10,368      3,803 

Total identifiable intangible assets   $ 475,208    $ 347,751    $ 127,457 

During the fiscal year ended January 3, 2026, the Company disposed of fully amortized identifiable intangible assets whose gross carrying value totaled 
$117 million. There were no disposals of identifiable intangible assets during the fiscal year ended December 28, 2024. During the fiscal year ended January 3, 
2026, the Company acquired $210.0 million of identifiable intangible assets resulted from the purchase of Semilab USA, See Note 3, “Business Combination,” 
for further details.

Intangible asset amortization expense amounted to $39.4 million, $49.4 million and $54.8 million for the years ended January 3, 2026, December 28, 2024 
and December 30, 2023, respectively. Assuming no change in the gross carrying value of identifiable intangible assets and estimated lives, estimated amortization 
expenses are $77.6 million for 2026, $55.4 million for 2027, $42.5 million for 2028, $35.2 million for 2029, and $35.1 million for 2030.

 

7. Leasing Arrangements:

The Company determines if an arrangement is a lease at its inception. Operating lease arrangements are comprised primarily of real estate and equipment 
agreements for which the right-of-use assets are included in “Other assets” and the corresponding lease liabilities, depending on their maturity, are included in 
“Other current liabilities” or “Other non-current liabilities” in the Consolidated Balance Sheets.

Right-of-use assets represent the right to use an underlying asset for the lease term and lease liabilities represent the obligation to make lease payments 
arising from the lease. Right-of-use assets and lease liabilities are recognized at the lease commencement date based on the estimated present value of lease 
payments over the lease term. The lease term includes options to extend the lease when it is reasonably certain that the option will be exercised. Lease agreements 
frequently require the Company to pay real estate taxes, insurance and maintenance costs.  Leases with a term of one year or less are not recorded on the 
Consolidated Balance Sheets and lease expense for these leases is recognized on a straight-line basis over the lease term. Lease costs for operating leases were 
$7.0 million and $6.4 million for the years ended January 3, 2026 and December 28, 2024, respectively. Operating lease costs are generally recognized over the 
lease term. 
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The Company uses its estimated incremental borrowing rate in determining the present value of lease payments considering the term of the lease, which is 
derived from information available at the lease commencement date, giving consideration to publicly available data for instruments with similar characteristics. 
The Company accounts for the lease and non-lease components as a single lease component.

Lease term and incremental borrowing rate  
January 3,

2026    
December 28,

2024  
Weighted average remaining lease term in years     3.6      3.5 
Weighted average incremental borrowing rate     5.5%    5.1%

Supplemental cash flows information related to leases was as follows:

    Year Ended  

   
January 3,

2026    
December 28,

2024  

    (in thousands)  
Cash paid for operating lease liabilities   $ 7,031    $ 6,372 
Right-of-use assets obtained in exchange for operating lease liabilities   $ 9,054    $ 1,334 

As of January 3, 2026, there was an insignificant amount of commitments for operating leases that have not yet commenced.  The reconciliation of the 
maturities of operating leases to the lease liabilities recorded on the Consolidated Balance Sheet as of January 3, 2026 is as follows:

   Operating Lease  
    (in thousands)  
2026  $ 7,080 
2027    4,475 
2028    3,959 
2029    2,612 
2030     984 
thereafter     660 
   Total undiscounted operating lease payments    19,770 
Less: imputed interest    2,296 
   Present value of operating lease liabilities  $ 17,474 
 

8. Balance Sheet Components:

Inventories

Inventories are comprised of the following:

   
January 3,

2026    
December 28,

2024  
    (in thousands)  

Materials   $ 208,061    $ 176,814 
Work-in-process     59,764      91,672 
Finished goods     30,439      18,493 

Total inventories   $ 298,264    $ 286,979 
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Property, Plant and Equipment

Property, plant and equipment, net, is comprised of the following:

   
January 3,

2026    
December 28,

2024  
    (in thousands)  

Land and building   $ 47,770    $ 46,583 
Machinery and equipment     95,151      86,317 
Furniture and fixtures     3,920      4,081 
Computer equipment and software     40,635      32,755 
Leasehold improvements     24,040      20,405 

Total property, plant and equipment, gross     211,516      190,141 
Accumulated depreciation     (84,332)     (66,273)

Total property, plant and equipment, net   $ 127,184    $ 123,868 

Other assets

Other assets is comprised of the following:

   
January 3,

2026    
December 28,

2024  
    (in thousands)  
Operating lease right-of-use assets   $ 16,249    $ 13,939 
Other     10,296      1,514 

Total other assets   $ 26,545    $ 15,453 

Accrued liabilities

Accrued liabilities is comprised of the following:

   
January 3,

2026    
December 28,

2024  
    (in thousands)  
Payroll and related expenses   $ 38,443    $ 39,850 
Warranty     10,041      10,075 
Other     60      49 

Total accrued liabilities   $ 48,544    $ 49,974 
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Other current liabilities

Other current liabilities is comprised of the following: 

   
January 3,

2026    
December 28,

2024  
    (in thousands)  
Customer deposits   $ 7,352    $ 10,700 
Current operating lease obligations     6,217      5,416 
Income tax payable     5,256      8,492 
Accrued professional fees     3,954      618 
Other accrued taxes     2,851      839 
Other     5,306      3,961 

Total other current liabilities   $ 30,936    $ 30,026 

Other non-current liabilities

Other non-current liabilities is comprised of the following:

   
January 3,

2026    
December 28,

2024  
    (in thousands)  
Non-current operating lease obligations   $ 11,258    $ 9,743 
Unrecognized tax benefits (including interest)     9,037      5,489 
Deferred revenue     6,250      4,009 
Other     1,202      1,875 

Total non-current liabilities   $ 27,747    $ 21,116 
 

9. Commitments and Contingencies:

Intellectual Property Indemnification Obligations

The Company has entered into agreements with customers that include limited intellectual property indemnification obligations that are customary in the 
industry. These guarantees generally require the Company to compensate the other party for certain damages and costs incurred as a result of third-party 
intellectual property claims arising from these transactions. The nature of the intellectual property indemnification obligations prevents the Company from 
making a reasonable estimate of the maximum potential amount it could be required to pay to its customers. Historically, the Company has not made any 
indemnification payments under such agreements and no amount has been accrued in the accompanying consolidated financial statements with respect to these 
indemnification guarantees.

Warranty Reserves

The Company generally provides a warranty on its products for a period of 12 to 14 months against defects in material and workmanship. The Company 
estimates the costs that may be incurred during the warranty period and records a liability in the amount of such costs at the time revenue is recognized. The 
Company’s estimate is based primarily on historical experience. The Company periodically assesses the adequacy of its recorded warranty liabilities and adjusts 
the amounts as necessary. Settlements of warranty reserves are generally associated with sales that occurred during the 12 to 14 months prior to the year-end and 
warranty accruals are related to sales during the same year.
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Changes in the Company’s warranty reserves are as follows: 

    Year Ended  

   
January 3,

2026    
December 28,

2024  
    (in thousands)  

Balance, beginning of the period   $ 10,858    $ 9,380 
Accruals     10,976      12,348 
Warranty liability assumed in acquisition     1,433      — 
Usage     (12,975)     (10,870)

Balance, end of the period   $ 10,292    $ 10,858 

Warranty reserves are reported in the Consolidated Balance Sheets under the captions “Accrued liabilities” and “Other non-current liabilities.”

Legal Matters

From time to time, the Company is subject to legal proceedings and claims in the ordinary course of business. The Company does not believe that any 
current legal matters will have a material adverse effect on our financial position, results of operations or cash flows.

Open and Committed Purchase Orders

As of January 3, 2026, the Company has open and committed purchase orders of $256.4 million, of which $248.1 million is for less than one year.

Line of Credit

The Company has a credit agreement with a bank that provides for a variable-rate line of credit which is secured by the marketable securities the Company 
has with the bank.  The Company is permitted to borrow up to 70% of the value of eligible securities held at the time the line of credit is accessed, up to a 
maximum of $100 million.  The available line of credit as of January 3, 2026 was approximately $100 million with an available interest rate of 4.3%.  The credit 
agreement is available to the Company until such time that either party terminates the arrangement at their discretion. As of the date of this filing, the Company 
has not utilized the line of credit.
 

10. Revenue:

The following table represents a disaggregation of revenue by timing of revenue:

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands)  

Point-in-time   $ 935,580    $ 927,368    $ 761,797 
Over-time     69,683      59,953      54,071 

Total revenue   $ 1,005,263    $ 987,321    $ 815,868 

See Note 15 of the Notes to the Consolidated Financial Statements for additional discussion of the Company’s disaggregated revenue in detail.

Contract Assets and Contract Liabilities

Contract assets consist of amounts the Company has not invoiced but has completed the related performance obligation. These amounts generally arise 
from variances between the contractual payment terms and the transaction price assigned to the open performance obligations (e.g., the Company has recognized 
revenue in an amount greater than the amount that is billable under the contract). The contract assets amounts are recorded in “Accounts receivable” in the 
Consolidated Balance Sheets. As of January 3, 2026 and December 28, 2024, the Company had contract assets of $3.5 million and $10.1 million, respectively.
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The Company records contract liabilities when the customer has been billed in advance of the Company completing its performance obligations primarily 
with respect to liabilities related to service contracts and installation.  For contracts that have a duration of one year or less, these amounts are recorded as 
“Deferred revenue” in the Consolidated Balance Sheets. For contracts with a duration longer than one year, these amounts are recorded in “Other non-current 
liabilities” in the Consolidated Balance Sheets. As of January 3, 2026 and December 28, 2024, the Company carried a long-term deferred revenue balance of $6.3 
million and $4.0 million, respectively.

Changes in deferred revenue were as follows:

    Year Ended  

   
January 3,

2026    
December 28,

2024  
    (in thousands)  

Balance, beginning of the period   $ 37,836    $ 27,225 
Deferral of revenue     80,877      76,584 
Recognition of current year deferred revenue     (51,476)     (48,711)
Recognition of prior period deferred revenue     (29,206)     (17,262)

Balance, ending of the period   $ 38,031    $ 37,836 
 
 
11. Share-Based Compensation and Employee Benefit Plans:

Share-Based Compensation Plans

The Company’s share-based compensation plans are intended to attract and retain employees and to provide an incentive for them to assist the Company to 
achieve long-range performance goals and to enable them to participate in long-term growth of the Company. The Company settles restricted stock unit awards, 
employee stock purchase option exercises with newly issued common shares.

Onto Innovation Inc. 2020 Stock Plan, as amended and restated (the “2020 Plan”). The 2020 Plan provides for the grant of 3.7 million stock options and 
other stock awards to employees, directors and consultants at an exercise price equal to the fair market value of the common stock on the date of grant. Options 
granted under the 2020 Plan typically grade vest over a three-year period and expire ten years from the date of grant. Restricted stock units granted under the 2020 
Plan typically vest over a three-year period for employees and one year for directors; however, other vesting periods are allowable under the 2020 Plan. Restricted 
stock units (“RSUs”) granted to employees have time based or performance-based vesting.  As of January 3, 2026, there were 2.4 million shares of common stock 
available for issuance pursuant to future grants under the 2020 Plan. 

Onto Innovation Inc. 2020 Employee Stock Purchase Plan (the “2020 ESPP”).  Under the terms of the 2020 ESPP, eligible employees may have up to 
10% of eligible compensation deducted from their pay and applied to the purchase of shares of Company common stock. The price the employee pays for each 
share of stock is 85% of the lesser of the fair market value of Company common stock at the beginning or the end of the applicable six-month purchase period. 
The 2020 ESPP is intended to qualify under Section 423 of the Internal Revenue Code and is a compensatory plan as defined by FASB ASC Topic 718, “Stock 
Compensation.” Through the Company’s employee stock purchase plans, employees purchased 137 thousand, 83 thousand and 91 thousand shares during the 
twelve months ended January 3, 2026, December 28, 2024 and December 30, 2023, respectively.  As of January 3, 2026 and December 28, 2024, there were 0.8 
million and 0.9 million, shares available for issuance under the Company’s employee stock purchase plan, respectively.
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Share-based compensation was allocated in the Company’s Consolidated Statement of Operations as follows:

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands)  

Cost of revenue   $ 4,165    $ 4,771    $ 4,405 
Research and development     4,736      5,499      6,072 
Sales and marketing     4,189      5,606      4,859 
General and administrative     14,049      12,702      10,176 
Restructuring and other     478      —      — 

Total share-based compensation expense before income taxes     27,617      28,577      25,513 
Income tax benefit     5,993      6,209      5,497 

Total share-based compensation expense, net of income taxes   $ 21,624    $ 22,368    $ 20,016 

Restricted Stock Units

During fiscal years 2025, 2024 and 2023, the Company issued both service-based RSUs and market-based performance RSUs (“PRSUs”). Service-based 
RSUs typically vest over a period of 3 years or less. Market-based PRSUs generally vest three years from the grant date if certain performance criteria are 
achieved and require continued employment. Based upon the terms of such awards, the number of shares that can be earned over the performance periods is based 
on the Company’s common stock price performance compared to the market price performance of a designated benchmark index, ranging from 0% to 200% of 
target. The designated benchmark index was the Philadelphia Semiconductor Sector Index for market-based PRSUs issued in 2025, 2024 and 2023.  The stock 
price performance or market price performance is measured using the closing price for the 20-trading days prior to the dates the performance period begins and 
ends. 

The following table summarizes the Company’s combined service-based RSUs and market-based PRSUs:

   

Number
of Shares

(in thousands)    

Weighted
Average

Grant Date
Fair Value  

Nonvested at December 31, 2022     743    $ 69.01 
Granted     319    $ 89.23 
Vested     (415)   $ 59.20 
Forfeited     (63)   $ 84.11 

Nonvested at December 30, 2023     584    $ 85.41 
Granted     171    $ 191.25 
Vested     (329)   $ 81.10 
Forfeited     (17)   $ 105.31 

Nonvested at December 28, 2024     409    $ 132.39 
Granted     400    $ 106.93 
Vested     (272)   $ 110.29 
Forfeited     (53)   $ 137.10 

Nonvested at January 3, 2026     484    $ 123.26 
             

 Granted shares for the period include RSUs and PRSUs awarded during the year, as well as additional performance shares issued upon vesting due to actual performance 
exceeding the target performance levels.  

 

(1)

(1)

(1)

(1)
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The Company granted the following restricted stock units (“RSUs” and each, an “RSU”) and market-based performance restricted stock units 
(“PRSUs” and each, a “PRSU”): 

Year    
RSU Awards Granted 

(in thousands)    

RSU Weighted Average
Grant Date Fair Value

Per Share    

PRSU Awards Granted 
 

(in thousands)    

PRSU Weighted Average
Grant Date Fair Value

Per Share    

Total Weighted Average 
Grant-Date PRSU Fair 

Value
(in millions)  

  2025      315    $ 102.59      49    $ 140.94    $ 6.9 
  2024      114    $ 205.77      24    $ 251.51    $ 6.2 
  2023      228    $ 91.98      48    $ 100.79    $ 4.8 
                                 

 These awards include PRSUs with market performance conditions that will be evaluated relative to the performance of certain peers as defined in the award agreement.  The 
number of units that ultimately vest, will range from 0% to 200%, depending on achievement of these performance criteria.

 

 The fair value of the Company’s market-based PRSUs granted was calculated using a Monte Carlo simulation model at the date of the grant, resulting in a weighted average 
grant-date fair value per share.

 

 The Company withholds common stock shares associated with net share settlements to cover tax withholding obligations upon the vesting of restricted 
stock unit awards under the Company’s equity incentive program. During the twelve months ended January 3, 2026 and December 28, 2024, the Company 
withheld 95 thousand and 102 thousand shares through net share settlements, respectively. For the twelve month periods ended January 3, 2026 and December 28, 
2024, net share settlements cost $13.5 million and $19.1 million, respectively.

Of the 484 thousand shares outstanding at January 3, 2026, 402 thousand are service-based RSUs and 82 thousand are market-based PRSUs. The fair value 
of the Company’s service-based RSUs is based on the fair market value of the Company’s stock at the date of grant. 

 As of January 3, 2026, there was $37.2 million of total unrecognized compensation cost related to RSUs granted under the plans. That cost is expected to 
be recognized over a weighted average period of 1.8 years.

401(k) Savings Plan

The Company has a 401(k) savings plan that allows employees to contribute up to 100% of their annual compensation to the Plan on a pre-tax or after-tax 
basis, limited to a maximum annual amount as set periodically by the Internal Revenue Service. The plan provides a 50% match of all employee contributions up 
to 6 percent of the employee’s salary.  Matching contributions to the plan totaled $3.3 million, $3.2 million and $3.1 million for the years ended January 3, 2026, 
December 28, 2024 and December 30, 2023, respectively. 

Non-Qualified Deferred Compensation Plan

During the fiscal year ended January 3, 2026, the Company established an unfunded nonqualified deferred compensation plan (“the Plan”) for certain 
members of management and nonemployee directors. The Plan is intended to comply with Section 409A of the Internal Revenue Code of 1986, as amended. 

Eligible employee participants may elect to defer up to 75% of their annual base salary and up to 100% of their annual bonus, performance share units, and 
restricted stock units. Eligible non‑employee directors may elect to defer up to 100% of their annual retainer, meeting fees, and restricted stock units. As the Plan 
was established during fiscal 2025 and the first deferral elections apply to compensation earned in 2026, no participant account balances existed in any of the 
periods presented.

(1)
 (2)

(1)

(2)
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12. Other Expense, Net:

Other expense, net is comprised of the following: 

  Year Ended  

 
January 3,

2026    
December 28,

2024    
December 30,

2023  
  (in thousands)  

Foreign currency exchange losses, net $ (4,431)   $ (276)   $ (4,091)
Other   (565)     131      239 

Total other expense, net $ (4,996)   $ (145)   $ (3,852)
 

13. Income Taxes:

The components of income tax expense are as follows: 

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands)  

Current:                
Federal   $ 7,056    $ 40,688    $ 28,326 
State     229      1,156      879 
Foreign     5,993      3,409      4,647 

      13,278      45,253      33,852 
Deferred:                

Federal     13,464      (25,287)     (22,429)
State     233      (871)     242 
Foreign     (832)     (318)     (242)

      12,865      (26,476)     (22,429)
Total income tax expense   $ 26,143    $ 18,777    $ 11,423 

 
Income before provision for income taxes is comprised of the following:

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands)  

Domestic operations   $ 142,331    $ 207,747    $ 107,640 
Foreign operations   $ 20,571    $ 12,700    $ 24,942 
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Beginning with its 2025 annual reporting, the Company adopted ASU 2023‑09 on a prospective basis. As a result of this adoption, the Company is 
presenting the following rate reconciliation. The provision for income taxes differs from the amount of income tax determined by applying the applicable U.S. 
federal income tax rate of 21% for the year ended January 3, 2026, to income before provision for income taxes as follows:

 
    Year Ended  

   
January 3,

2026  
    (in thousands, except for percentages)  

U.S. federal statutory income tax rate   $ 34,209      21%
State and local income tax, net of federal (national) income tax effect*     366      0.1 
Foreign tax effects           
   Other foreign jurisdictions     975      0.6 
Effect of cross-border tax laws            
   Foreign Derived Intangible Income (“FDII”) deduction     (6,865)     (4.2)
   US Tax on foreign source income     (164)     (0.1)
Tax credits           
   Research and development credits     (7,202)     (4.4)
Change in valuation allowance     793      0.5 
Nontaxable or nondeductible items           
   Share-based compensation     1,308      0.8 
   Non-deductible officer's compensation     3,127      1.9 
   Other     1,807      1.1 
Changes in unrecognized tax benefits     267      0.3 
Other adjustments           
   Excess tax benefits from share-based compensation     (2,350)     (1.4)
   Other     (128)     (0.1)
    Provision for income taxes   $ 26,143       

Effective tax rate          16%
             
* State taxes that comprise greater than 50% of this category are California and Oregon.            
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For the years ended December 28, 2024 and December 30, 2023, prior to the Company’s adoption of ASU 2023‑09, the reconciliation of the provision for 
income taxes differs from the amount of income tax determined by applying the applicable U.S. federal income taxes rate of 21% to income before provision for 
income taxes as follows:

 

    Year Ended  

   
December 28,

2024    
December 30,

2023  
    (in thousands, except for percentages)  

Federal income tax provision at statutory rate   $ 46,294    $ 27,842 
State taxes, net of federal effect     2,171      1,389 
Foreign taxes, net of federal effect     854      (2,000)
Foreign Derived Intangible Income (“FDII”) Deduction     (16,960)     (12,662)
US tax on foreign source income     (207)     184 
Tax effect of share-based compensation     (6,883)     (2,288)
Non-deductible officer's compensation     3,412      2,301 
Research and development tax credit     (6,640)     (6,410)
Change in tax reserves     (2,648)     (1,133)
Change in valuation allowance     (1,790)     2,180 
Withholding taxes     785      640 
Other     389      1,380 

Provision for income taxes   $ 18,777    $ 11,423 
Effective tax rate     9 %    9 %

Deferred tax assets and liabilities are comprised of the following:

             

   
January 3,

2026    
December 28,

2024  
    (in thousands)  

Deferred tax assets:           
Reserves and accruals   $ 25,571    $ 20,315 
Deferred revenue     1,247      4,677 
Share-based compensation     3,623      3,792 
Tax credit carryforward     15,426      12,170 
Net operating losses     1,423      1,618 
Depreciation and amortization     266      162 
Capitalized research and development     32,636      48,943 
Operating lease liabilities     3,277      2,968 
Other     541      1,162 
Gross deferred tax assets     84,010      95,807 
Less: valuation allowance     (15,426)     (12,170)
Total deferred tax assets after valuation allowance     68,584      83,637 

Deferred tax liabilities:           
Depreciation and amortization     (82,135)     (38,144)
Operating lease right of use assets     (2,963)     (2,682)
Other     (23)     (4)
Gross deferred tax liabilities     (85,121)     (40,830)

Net deferred tax assets (liabilities)   $ (16,537)   $ 42,807 

At January 3, 2026 and December 28, 2024, the Company had recorded valuation allowances of $15.4 million and $12.2 million, respectively, on a certain 
portion of the Company’s deferred tax assets to reflect the deferred tax assets at the net 
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amount that is more likely than not to be realized.  The Company maintains a valuation allowance against its federal foreign tax credit carryforwards of $1.0 
million and state research and development credits of $14.4 million.

In assessing the realizability of deferred tax assets, the Company uses a more likely than not standard. If it is determined that it is more likely than not that 
deferred tax assets will not be realized, a valuation allowance must be established against the deferred tax assets. The ultimate realization of the assets is 
dependent on the generation of future taxable income during the periods in which the associated temporary differences become deductible. Management considers 
the scheduled reversal of deferred income tax liabilities, projected future taxable income and tax planning strategies when making this assessment.  In making the 
determination that it is more likely than not that the Company’s deferred tax assets will be realized as of January 3, 2026, the Company relied primarily on the 
reversal of deferred tax liabilities as well as projected future taxable income.

At January 3, 2026, the Company had tax effected federal, state, and foreign net operating loss carryforwards of $0.3 million, $0.9 million and $0.2 
million, respectively. The federal, state and foreign net operating loss carryforwards expire on various dates beginning in 2033.

At January 3, 2026, the Company had foreign tax credit carryforwards and state research & development credits of $1.1 million, and $19.8 million, 
respectively.  The foreign tax credit carryforwards are set to expire at various dates beginning December 31, 2030.  The state research & development credit 
carryforwards are set to expire at various dates beginning December 31, 2028.

As of January 3, 2026, the Company has not provided U.S. income taxes on all its foreign earnings.  The Company continues to permanently reinvest the 
cash held offshore to support its working capital needs.  The Company has accrued $0.9 million for additional  taxes associated with its Taiwan branch.

On July 4, 2025, the One Big Beautiful Bill Act (“The Act”) was signed into law. The Act makes permanent key elements of the Tax Cuts and Jobs Act, 
including 100 percent bonus depreciation, domestic research cost expensing, increases the Advanced Manufacturing Investment Credit to 35 percent from 25 
percent and makes modifications to the international tax framework. The Act includes multiple effective dates, with certain provisions effective in 2025 and 
others phased in through 2027. The Company continues to evaluate the impact of the Act's provisions that take effect in future years.

The total amount of unrecognized tax benefits are as follows: 

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands)  

Balance, beginning of the period   $ 12,995    $ 13,142    $ 13,010 
Gross increases—tax positions in prior period     12,266      1,416      29 
Gross decreases—tax positions in prior period     —      (33)     (100)
Gross increases—current-period tax positions     2,060      1,761      1,785 
Closure of audit/statute limitation     (1,938)     (3,291)     (1,582)

Balance, end of the period   $ 25,383    $ 12,995    $ 13,142 

The unrecognized tax benefits at  January 3, 2026 and December 28, 2024 were $25.4 million and $13.0 million, respectively, of which $10.3 million and 
$6.7 million, respectively, would be reflected as an adjustment to income tax expense if recognized.  The year-over-year increase from 2024to 2025 is primarily 
due to unrecognized tax benefits associated with the  acquisition of Semilab USA, as well as build for current year unrecognized tax benefits, offset by reserve 
releases from expiring tax statutes.

The Company recognizes accrued interest and penalties related to unrecognized tax benefits in income tax expense. During the years ended January 3, 
2026, December 28, 2024 and December 30, 2023, the Company recognized approximately $(12) thousand, $(223) thousand and $146 thousand, respectively, in 
interest and penalties (benefit) expense associated with uncertain tax positions. As of January 3, 2026 and December 28, 2024, the Company had accrued interest 
and penalties expense included in the table of unrecognized tax benefits of $545 thousand and $564 thousand, respectively.

The Company is subject to U.S. federal income tax as well as income tax in multiple state and foreign jurisdictions.   The Company is subject to ordinary 
statute of limitation rules of three and four years for federal and state returns, respectively.  However, due to tax attribute carryforwards, the Company is subject 
to examination for tax years 2022 forward for U.S. federal 
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tax purposes with respect to carryforward amounts.  The Company is also subject to examination in various states for tax years 2006 forward with respect to 
carryforward amounts.  The Company is subject to examination for tax years 2016 forward for various foreign jurisdictions. The Company believes that adequate 
amounts have been reserved for any adjustments that may ultimately result from any future examinations of these years.

In the normal course of business, the Company is subject to tax audits in various jurisdictions, and such jurisdictions may assess additional income taxes or 
other taxes against it. Although the Company believes its tax estimates are reasonable, the final determination of tax audits and any related litigation could be 
materially different from the Company’s historical income tax provisions and accruals. The results of an audit or litigation could have a material adverse effect on 
the Company’s results of operations or cash flows in the period or periods for which that determination is made.

Cash paid for income taxes, net of refunds received, by jurisdiction pursuant to the disclosure requirements of ASU 2023-09 for the year ended January 3, 
2026 is as follows:

 
    Year Ended  

   
January 3,

2026  
    (in thousands)  

Federal   $ 29,744 
State     997 
Foreign     5,298 
Cash paid for income taxes, net of refunds received   $ 36,039 

 

14. Accumulated Other Comprehensive Loss:

Comprehensive income includes net income, foreign currency translation adjustments, and net unrealized gains and losses on available-for-sale debt 
securities.  See the Consolidated Statements of Comprehensive Income for the effect of the components of comprehensive income on the Company’s net income.

The components of accumulated other comprehensive income (loss), net of tax, are as follows: 

   

Foreign currency
translation

adjustments    

Net unrealized
gains (losses) on

marketable
securities    

Accumulated
other

comprehensive
income (loss)  

    (in thousands)  
Balance at December 31, 2022   $ (7,115)   $ (2,895)   $ (10,010)

Net current period other comprehensive income (loss)     (1,549)     3,660      2,111 
Balance at December 30, 2023     (8,664)     765      (7,899)

Net current period other comprehensive loss     (5,827)     (137)     (5,964)
Balance at December 28, 2024     (14,491)     628      (13,863)

Net current period other comprehensive income     3,485      357      3,842 
Balance at January 3, 2026   $ (11,006)   $ 985    $ (10,021)

For the twelve months ended January 3, 2026, December 28, 2024 and December 30, 2023, tax effects on net income of amounts recorded in other 
comprehensive income (loss) were $98.5 thousand, $(36.8) thousand and $0.9 million, respectively.

15. Segment Reporting and Geographic Information:

The Company is organized and operates as one operating and reportable segment; the design, development, manufacture and support of high-performance 
control metrology, defect inspection, lithography and data analysis systems used by microelectronics device manufacturers. This determination is based on the 
management approach which designates internal information regularly available to the Chief Operating Decision Maker (“CODM”) for making decisions and 
assessing performance as the source of determination of the Company’s reportable segments. The Company’s CODM, the Chief 
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Executive Officer, reviews financial information presented on a consolidated basis for the purpose of making operating decisions and assessing financial 
performance.

The CODM uses net income as the measure of profit or loss to allocate resources and assess performance. The CODM regularly reviews net income as 
reported on the Company’s consolidated statements of operations. Financial forecasts and budget to actual results used by the CODM to assess performance and 
allocate resources, as well as those used for strategic decisions related to headcount and capital expenditures are also reviewed on a consolidated basis. The 
CODM considers the impact of the significant segment expenses in the table below on net income when deciding whether to reinvest profits, propose share 
repurchase, or pursue strategic mergers and acquisitions.

The measure of segment assets is reported on the balance sheet as total assets. The CODM does not review segment assets at a level other than that 
presented in the Company’s consolidated balance sheets.

The table below presents the Company’s consolidated operating results including significant segment expenses:

 
    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands)  
Revenue   $ 1,005,263    $ 987,321    $ 815,868 
Less:                

Adjusted cost of revenue     456,578      457,855      388,429 
Adjusted research and development     132,668      109,572      103,656 
Adjusted sales and marketing     69,955      75,910      61,604 
Adjusted general and administrative     90,736      76,687      66,735 
Other segment items:                
Restructuring and other     63,389      23,077      10,599 
Merger and acquisitions related     19,601      7,653      2,607 
Litigation     —      27      11,337 
Amortization     39,409      49,437      54,823 

Operating income     132,927      187,103      116,078 
Interest income, net     34,971      33,489      20,356 
Other expense, net     (4,996)     (145)     (3,852)
Provision for income taxes     26,143      18,777      11,423 

Net income   $ 136,759    $ 201,670    $ 121,159 
                   
 Excludes restructuring and other expenses and merger and acquisition related expenses  
 Excludes merger and acquisition related expenses  
 Excludes litigation expenses and merger and acquisition related expenses  
 The Company excludes these expenses in order to provide better comparability between periods as they are not representative of the Company's ongoing 

operations.  

 

Depreciation expense is a significant expense related to research and development expenses, sales and marketing expenses and general and administrative 
expenses as shown above.  For the fiscal years ended January 3, 2026, December 28, 2024, and December 30, 2023 depreciation expense was $21.0 million, 
$12.9 million and $12.4 million, respectively.

The following table lists the different sources of revenue:

(1)

(2)

(2)

(3)

(4)

(4)

(4)

(1)

(2)

(3)

(4)
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    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands, except for percentages)  

Systems and software   $ 847,835      84 %  $ 850,443      86 %  $ 683,316      84 %
Parts     84,200      8 %    76,584      8 %    74,604      9 %
Services     73,228      8 %    60,294      6 %    57,948      7 %

Total revenue   $ 1,005,263      100 %  $ 987,321      100 %  $ 815,868      100 %

 The Company’s significant operations outside the United States include sales, service and application offices in Asia and Europe. For geographical 
revenue reporting, revenue is attributed to the geographic location to which the product is shipped. Revenue by geographic region is as follows:

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands)  

Revenue from third parties:                
Taiwan   $ 318,770    $ 307,538    $ 141,915 
South Korea     279,416      285,695      169,323 
United States     121,072      104,109      130,292 
Japan     95,428      56,999      93,831 
China     70,658      116,387      136,940 
Southeast Asia     64,344      64,912      87,585 
Europe     55,575      51,681      55,982 

Total revenue   $ 1,005,263    $ 987,321    $ 815,868 
                   

The following customers represented 10% or more of the Company’s total revenue for the respective years:

    Year Ended

Customer  
January 3,

2026  
December 28,

2024  
December 30,

2023
Customer A   20 %   23 %   14 %
Customer B   15 %   17 %   19 %
Customer C   14 %   12 %   ^
             
^ Total customer revenue was less than 10% of total revenue.    

 One customer’s accounts receivable balance was individually greater than 10% of accounts receivable at January 3, 2026, representing approximately 
12% of the Company’s total accounts receivable.

Two customers’ accounts receivable balances were individually greater than 10% of accounts receivable at December 28, 2024, representing, in the 
aggregate approximately 47% of the Company’s total accounts receivable.

Substantially all of the Company’s long-lived assets are located within the United States of America.
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16. Earnings Per Share:

Basic earnings per share is calculated using the weighted average number of shares of common stock outstanding during the period. Restricted stock units 
and stock options are included in the calculation of diluted earnings per share, except when their effect would be anti-dilutive. For the fiscal year ended January 3, 
2026 the weighted average number of restricted stock units excluded from the computation of diluted earnings per share was 70 thousand. Anti-dilutive shares for 
the fiscal years ended  December 28, 2024, and December 30, 2023, were immaterial. 
 

The Company’s basic and diluted earnings per share amounts are as follows: 

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands, except for per share data)  
Numerator:                  

Net income   $ 136,759    $ 201,670    $ 121,159 
Denominator:                

Basic earnings per share - weighted average shares
   outstanding     49,123      49,343      48,971 
Effect of potential dilutive securities:                
Restricted stock units and employee stock purchase grants - dilutive shares     150      317      347 
Diluted earnings per share - weighted average shares
   outstanding     49,273      49,660      49,318 

Earnings per share:                
Basic   $ 2.78    $ 4.09    $ 2.47 
Diluted   $ 2.78    $ 4.06    $ 2.46 

 

17. Share Repurchase Authorization:

In February 2024, the Onto Innovation Board of Directors approved a share repurchase authorization, which allows the Company to repurchase up to $200 
million worth of shares of its common stock.  Repurchases may be made through both public market and private transactions from time to time with shares 
purchased being subsequently retired. During the twelve months ended January 3, 2026, the Company repurchased and retired 492 thousand shares of its common 
stock under this repurchase authorization.  At January 3, 2026, there was $99.9 million available for future share repurchases under this share repurchase 
authorization.

The following table summarizes the Company’s stock repurchases:

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands, except for per share data)  
Shares of common stock repurchased     492      157      46 
Cost of stock repurchased   $ 75,015    $ 25,065    $ 3,197 
Average price paid per share   $ 152.31    $ 159.16    $ 69.29 
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18. Restructuring

From time to time, the Company approves restructuring plans, which include workforce reductions, to streamline operations and align the Company’s cost 
structure with its business outlook. These restructuring plans may result in charges to cost of goods sold for streamlining of certain manufacturing activities or for 
inventory write-downs primarily related to the exit of older product lines.  Charges to operating expenses primarily include employee severance costs that are paid 
during the period incurred, and charges for streamlining of certain operating activities.

Restructuring expenses recorded in the Consolidated Statements of Operations are as follows:

    Year Ended  

   
January 3,

2026    
December 28,

2024    
December 30,

2023  
    (in thousands)  

Cost of goods sold   $ 44,965    $ 14,068    $ 7,027 
Operating expenses     18,424      9,009      3,572 
     Total restructuring expenses   $ 63,389    $ 23,077    $ 10,599 
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ONTO INNOVATION INC. AND SUBSIDIARIES

SCHEDULE OF VALUATION AND QUALIFYING ACCOUNTS
(In thousands)

 
Column A   Column B     Column C     Column D     Column E  

Description  

Balance at
Beginning of

Period    
Charged to (Recovery 
of) Costs and Expense    

Charged to Other 
Accounts (net)     Deductions    

Balance at
End of Period  

Fiscal Year 2025:                          
Allowance for credit losses   $ 2,585    $ (175)   $ —    $ (52)   $ 2,462 
Deferred tax valuation 
    allowance     12,170      3,256      —      —      15,426 

Fiscal Year 2024:                          
Allowance for credit losses   $ 2,659    $ 100    $ —    $ 174    $ 2,585 
Deferred tax valuation 
    allowance     13,960      —      —      1,790      12,170 

Fiscal Year 2023:                          
Allowance for credit losses   $ 1,572    $ 245    $ 1,200    $ 358    $ 2,659 
Deferred tax valuation 
    allowance     11,772      2,188      —      —      13,960 
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Michael P. Plisinski
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  Date: February 24, 2026
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Onto Innovation Inc.

Executive Restricted Stock Unit Grant Agreement

 
 
THIS AGREEMENT (“Agreement”), dated %%OPTION_DATE,'Month DD, YYYY'%-%      (the “Award Date”), is made between Onto 
Innovation Inc., a Delaware corporation, hereinafter referred to as the “Company,” and %%FIRST_NAME%-% %%LAST_NAME%-%    
(the “Participant”).
1. Definitions. All capitalized terms used in this Agreement without definition shall have the meanings ascribed in the Onto Innovation 2020 
Stock Plan, as amended from time to time (the “Plan”).  In addition, the following definition shall apply:

• “Retirement Eligible” shall mean the Participant has: (i) achieved a combination of age plus years of service with the company totaling 
70, with a base minimum age of 58 years old and a minimum service term of five (5) years, and (ii) provided written notice to the 
Company’s Chief Executive Officer or most senior human resources executive of a date certain on which the Participant intends to retire, 
which date is at least 12 full calendar months following the date on which such notice is provided (the “Proposed Retirement Date”).
 

• “Retirement” shall mean the Participant’s voluntary separation from service with the Company after becoming Retirement Eligible on the 
Participant’s Proposed Retirement Date, or as otherwise approved by the Administrator.
 

2. Award of Restricted Stock Units.

(a) Award. In consideration of Participant’s agreement to remain in the employ of Company or one of its Subsidiaries, and for other good 
and valuable consideration, the Company hereby issues to Participant, as of the Award Date, the grant of Restricted Stock Units (“RSUs”) covering 
shares (“Shares”) of common stock of the Company (“Common Stock”) as described in Attachment I – Notice of Award (the “Notice of Award”) 
attached to this Agreement (the “Award”). The number of RSUs subject to the Award (which shall be subject to adjustment in accordance with 
Section 14 of the Plan) is set forth in the Notice of Award. Each RSU represents the right to receive one Share, subject to the terms and conditions 
of this Agreement. Upon granting of the Award, all RSUs shall be credited to Participant’s employee stock plan account established at the stock 
plan administration service determined by Company (the “Stock Service”). The current Stock Service is set forth in the Notice of Award.

(b) Vested Shares to be Issued in Book Entry Form. Upon vesting of the RSUs and the satisfaction of all other applicable conditions set 
forth in this Agreement, the Company shall cause uncertificated Shares to be issued to Participant’s account. Shares to be delivered to Participant 
under the terms of this Award shall be delivered to Participant no later than two and one-half months following the last day of the year that 
includes the date of vesting and lapse of Restrictions, provided that Company may further delay the distribution of Shares with respect to RSUs 
that become vested under Section 4(b) as a result of Participant’s death, but not beyond such period as is permitted under Section 409A of the Code 
(as defined below).

(c) Plan. The Award granted hereunder is subject to the terms and provisions of the Plan, including without limitation, Article 14(a) 
thereof. The Award constitutes Restricted Stock Units pursuant to Section 8 of the Plan.
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3. Restrictions.

(a) Forfeiture. Except only as may otherwise be expressly set forth in (i) any employment, severance or change in control agreement of 
the Company or a Subsidiary with Participant, or (ii) Section 4 below related to the Retirement or death of the Participant, any Award which is not 
vested as of the date Participant ceases to be an employee of Company or one of its Subsidiaries shall thereupon be forfeited immediately and 
terminate without any further action by Company. 

(b) Vesting and Lapse of Restrictions. Subject to the terms of this Agreement, the RSUs covered by this Award shall vest and all 
Restrictions thereon shall lapse in accordance with the schedule set forth in the Notice of Award, provided in each case that Participant remains 
continuously as an employee of Company or a Subsidiary from the Award Date through the particular scheduled vesting date therefor (except only 
as may otherwise be expressly set forth in (i) any employment, severance or change in control agreement of the Company or a Subsidiary with 
Participant, or (ii) Section 4 below related to the Retirement or death of the Participant). For purposes of this Agreement, “Restrictions” shall mean 
the exposure to forfeiture set forth in this Award.

(c) Acceleration of Vesting. Notwithstanding any other provision of this Award, any time-based Award shall become fully vested and all 
Restrictions applicable to such Award shall lapse in the event of a Change in Control event (as defined in Section 2(h) of the Plan) and the 
successor or acquiring corporation or an affiliate thereof does not assume or substitute for this Award in accordance with Section 14(c)(i) of the 
Plan. Should the successor or acquiring corporation or an affiliate thereof assume or substitute for the time-based Award in accordance with 
Section 14(c)(i) of the Plan, then no accelerated vesting or lapse of Restrictions of this Award shall apply, except as the Board may otherwise 
determine or as provided in an employment or other written agreement with the Participant.

(d) Tax Withholding; Issuance of Uncertificated Shares for Participants Domiciled Outside the U.S. For Participants domiciled outside of 
the United States, the provisions set forth herein related to U.S. federal and/or state tax withholding do not apply. Shares shall be delivered to such 
Participant or his or her legal representative at the time the vesting requirements as provided in this Award shall have been satisfied. Participants 
domiciled outside the U.S. are advised to consult with a local tax advisor regarding the tax ramifications of the Award in their country of residence 
and assure compliance with such tax obligations.

(e) Tax Withholding for Participants Domiciled in U.S. Withholding Requirements. By accepting this Award, Participant agrees to make 
appropriate arrangements with the Company for the satisfaction, as of the applicable withholding date, of all applicable federal, state and local tax 
withholding requirements, including in connection with the vesting and settlement of this Award. No Shares will be issued until satisfaction of such 
applicable tax withholding has been received by the Company. Prior to the delivery of any Shares pursuant to this Award, the Company will have 
the power and the right to deduct or withhold an amount sufficient to satisfy federal, state, local, foreign or other taxes (including the Participant’s 
FICA obligation) required to be withheld with respect to the vesting or settlement of this Award. 

(f) Withholding Arrangements. The Company, pursuant to such procedures as it will specify from time to time, will permit Participant to 
satisfy such tax withholding obligation, in each case as of the applicable tax withholding date, by (without limitation and in such combinations as 
the Participant may elect): 

(i) paying cash or by personal check, certified check or bank check or wire transfer of immediately available funds; or

(ii) electing to have the Company withhold otherwise deliverable Shares having a Fair Market Value equal to the minimum 
statutory amount required to be withheld. 
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The Fair Market Value of the Shares to be withheld or delivered will be determined as of the date that the taxes are required to be withheld. 
Participant may elect to make prior arrangements with the Stock Service to sell Shares as of the vesting date and apply the appropriate amount of 
the proceeds thereof to the applicable tax withholding amount and remit any balance of the proceeds to Participant, provided that if Participant 
elects to have any Shares sold by the Stock Service or otherwise, any such proposed sale of Shares shall be in compliance with and satisfy all 
requirements and conditions under the Onto Innovation Inc. Insider Trading Compliance Program.

4. Retirement; Death.  

(a) Subject to the terms of this Agreement, in the event of the Retirement of the Participant, the RSUs shall vest based on the vesting 
schedule set forth in the Notice of Award for time-based Awards provided that, during the period beginning on the Participant’s separation from 
service date and ending on the final day of the vesting schedule set forth in the Notice of Award, the Participant: (a) continues to be available to 
provide service to the Company as requested and (b) does not become employed by or otherwise provide paid services to any other entity or 
organization; provided, however, that the Participant may be permitted to serve as an independent director on the board of directors for one or more 
entities that are not competitive with the Company’s business so long as any such service as an independent director is reviewed and approved in 
advance by the Committee.  For the avoidance of doubt, if the Participant fails to comply with the conditions set forth in this paragraph, the 
Participant will forfeit all unvested Awards.  For clarity, in the event of the Participant’s Retirement, there will be no acceleration of an Award’s 
vesting schedule or forfeiture of unvested Awards.

(b) Subject to the terms of this Agreement, in the event of the death of the Participant while employed by Company, any unvested RSUs shall 
become immediately vested.

5. Company Share Issuance Prerequisites. Company shall not be required to issue or deliver any Shares prior to the fulfillment of all of the 
following conditions:

(a) the admission of the Shares to listing on all stock exchanges on which such Common Stock is then listed;

(b) the completion of any registration or other qualification of the Shares under any state or federal law or under rulings or regulations of 
the Securities and Exchange Commission or other governmental regulatory body, which the Company shall, in its sole and absolute discretion, 
deem necessary and advisable;

(c) the obtaining of any approval or other clearance from any state or federal governmental agency that the Company shall, in its absolute 
discretion, determine to be necessary or advisable; and

(d) the lapse of any such reasonable period of time following the date the Restrictions lapse as the Company may from time to time 
establish for reasons of administrative convenience.

6. Restricted Stock Units Not Transferable. No RSUs or any interest or right therein or part thereof shall be liable for the debts, contracts or 
engagements of Participant or his or her successors in interest or shall be subject to disposition by transfer, alienation, anticipation, pledge, 
encumbrance, assignment or any other means whether such disposition be voluntary or involuntary or by operation of law by judgment, levy, 
attachment, garnishment or any other legal or equitable proceedings (including bankruptcy), and any attempted disposition thereof shall be null and 
void and of no effect; provided, however, that this Section 6 shall not prevent transfers by will or by applicable laws of descent and distribution if 
permitted under the Plan.
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7. Rights as Stockholder. Until Participant has satisfied all requirements for vesting and the satisfaction of all conditions set forth in this 
Agreement and Shares have been issued to Participant, Participant shall not be deemed to be a shareholder or to have any of the rights of a 
shareholder with respect to any such Shares.

8. Not a Contract of Employment. Nothing in this Agreement or in the Plan shall confer upon Participant any right to continue to serve as an 
employee or other Service Provider of Company or any of its Subsidiaries.

9. Governing Law. The laws of the State of Delaware shall govern the interpretation, validity, administration, enforcement and performance of 
the terms of this Agreement and the Award regardless of the law that might be applied under principles of conflicts of laws.

10. Conformity to Securities Laws. Participant acknowledges that the Plan and this Award are intended to conform to the extent necessary with 
all provisions of the Securities Act of 1933, as amended, and the Exchange Act, and all regulations and rules promulgated thereunder by the 
Securities and Exchange Commission, including without limitation Rule 16b-3 under the Exchange Act. Notwithstanding anything herein to the 
contrary, the Plan shall be administered, and the Awards are granted, only in such a manner as to conform to such laws, rules and regulations. 

11. Amendment, Suspension and Termination. The Awards may be wholly or partially amended or otherwise modified, suspended or terminated 
at any time or from time to time by the Compensation Committee of the Board of Directors of the Company, which is the Administrator of the Plan 
(the “Committee”), provided that, except as otherwise provided by the Plan, neither the amendment, suspension nor termination of this Agreement 
shall, without the consent of Participant, alter or impair any material rights of Participant under this Award.

12. Notices. Notices required or permitted hereunder shall be given in writing and shall be deemed effectively given upon personal delivery or 
upon deposit in the United States mail by certified mail, with postage and fees prepaid, addressed to Participant at his or her address then shown in 
Company records, and to Company at its principal executive office.

13. Severability. The provisions of this Agreement are severable and if any one or more provisions are determined to be illegal or otherwise 
unenforceable, in whole or in part, the remaining provisions will nevertheless be binding and enforceable. 

14. Section 409A.

(a) This Award is intended to constitute a “short-term deferral” for purposes of Section 409A of the Internal Revenue Code of 1986, as 
amended (“Code”) or, in the alternative, is intended to comply with the requirements of Section 409A of the Code and the Treasury regulations and 
other guidance promulgated thereunder so as not to be subject to taxes, interest or penalties under Section 409A of the Code. This Agreement shall 
be interpreted and administered to give effect to such intention and understanding.

(b) Notwithstanding anything in this Agreement to the contrary, any payment or issuance of Shares to be made to the Participant under 
this Award in connection with Participant’s separation from service shall not be made until the date six months and one day after the date of the 
Participant’s separation from service to the extent necessary to comply with Section 409A(a)(B)(i) of the Code and applicable Treasury regulations 
thereunder, after giving effect to the extent applicable to the short-term deferral exemption under Treasury Regulation §1.409A-1(b)(4) and the 
severance pay exemption under Treasury Regulation §1.409A-1(b)(9)(iii). Following any such six-month and one-day delay, all such delayed 
payments will be paid in a single lump sum on the date six months and one day after the Participant’s separation from service. For the purposes of 
this Agreement, “separation of service” means a separation from service as defined in Section 409A of the Code determined using the default 
provisions set forth in Treasury Regulation §1.409A-1(h) or any successor 
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regulation thereto. Each and every payment or issuance of Shares made pursuant to this Award shall be deemed a separate payment or issuance and 
not a series of payments or issuances.

(c) If any provision of this Award would, in the reasonable, good faith judgment of the Committee, result or likely result in the 
imposition on the Participant, beneficiary or any other person claiming by or through the Participant, of any additional tax, accelerated taxation, 
interest or penalties under Section 409A of the Code, the Committee may, in its sole discretion, modify the terms of this Award or take any other 
such action, without the consent of the Participant or any spouse, beneficiary or any other person claiming by or through the Participant, in the 
manner that the Committee may reasonably and in good faith determine to be necessary or advisable to avoid the imposition of such additional tax, 
accelerated taxation, interest or penalties or otherwise comply with Sections 409A of the Code. However, nothing in this Agreement is intended to 
or shall create any obligation or liability on the part of the Company or the Committee or its members to modify the Agreement, the Award or any 
RSUs or other rights granted hereunder nor guarantee that the Participant will not be subject to additional taxes, accelerated taxation, interest or 
penalties under Section 409A of the Code.

Participant represents that he or she has read this Agreement and the Plan and is familiar with the terms and provisions of each. 
Participant acknowledges that the Award is issued pursuant to, and is subject to the terms and conditions of, the Plan, and Participant will be bound 
by the terms of the Plan as if it were set forth verbatim in this Agreement. Participant agrees to comply with all rules the Committee may establish 
from time to time with respect to the Plan. Participant agrees to accept as binding, conclusive and final all decisions or interpretations of the 
Committee with respect to any questions arising under the Plan or this Agreement. Participant further acknowledges and agrees that this Agreement 
(including the Plan) constitutes the entire agreement between the parties with respect to the Award and that this Agreement (including the Plan) 
supersedes any and all prior agreements, whether written or oral, between the parties with respect to the Award.
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ATTACHMENT I

NOTICE OF AWARD
 
Participant Information:
 
Participant Name: %%FIRST_NAME%-% %%LAST_NAME%-%  
 
Participant Residence Address: %%ADDRESS_LINE_1%-% %%ADDRESS_LINE_2%-%

%%ADDRESS_LINE_3%-%
%%CITY%-%, %%STATE%-% %%ZIPCODE%-%
%%COUNTRY%-%

 
Participant Section 16 Status:      Participant        [  ] is     [X] is not    a Section 16 Insider of Company.
 
Award Information:
 
Award Date: %%OPTION_DATE,'Month DD, YYYY'%-%
 
Aggregate number of Restricted Stock Units subject to the Award: %%TOTAL_SHARES_GRANTED,'999,999,999'%-%
 
Grant Number: %%OPTION_NUMBER%-%
 
Type of Award:           [X]  Time-based           [  ]  Other: ___________________________
 
Vesting Schedule:
 
 [X] The time-based Award shall vest and Restrictions shall lapse with respect to thirty-three percent of the Shares subject to the Award 

(rounded down to the next whole number of shares) on each of the first three anniversaries of the Award Date.
 
 [  ] The Award shall vest and Restrictions shall lapse with respect to

_______________________________________________________________________________
_______________________________________________________________________________
_______________________________________________________________________________

 
Additional Vesting Requirements: 
____________________________________________________________________________________
____________________________________________________________________________________
____________________________________________________________________________________
____________________________________________________________________________________
 
 
Company Stock Plan Administration Service (the “Stock Service”): E*TRADE
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Onto Innovation Inc.

Executive Performance Stock Unit Grant Agreement

 
 
THIS AGREEMENT (“Agreement”), dated %%OPTION_DATE,'Month DD, YYYY'%-% (the “Award Date”), is made between Onto 
Innovation Inc., a Delaware corporation, hereinafter referred to as the “Company,” and %%FIRST_NAME%-% %%LAST_NAME%-% (the 
“Participant”).
1. Definitions. All capitalized terms used in this Agreement without definition shall have the meanings ascribed in the Onto Innovation 2020 
Stock Plan, as amended from time to time (the “Plan”).  In addition, the following definition shall apply:

• “Retirement Eligible” shall mean the Participant has: (i) achieved a combination of age plus years of service with the company totaling 
70, with a base minimum age of 58 years old and a minimum service term of five (5) years, and (ii) provided written notice to the 
Company’s Chief Executive Officer or most senior human resources executive of a date certain on which the Participant intends to retire, 
which date is at least 12 full calendar months following the date on which such notice is provided (the “Proposed Retirement Date”).

• “Retirement” shall mean the Participant’s voluntary separation from service with the Company after becoming Retirement Eligible on the 
Participant’s Proposed Retirement Date, or as otherwise approved by the Administrator.

2. Award of Performance Stock Units.

(a) Award. In consideration of Participant’s agreement to remain in the employ of Company or one of its Subsidiaries, and for other good 
and valuable consideration, the Company hereby issues to Participant, as of the Award Date, the grant of Performance Stock Units (“PSUs”) 
covering shares (“Shares”) of common stock of the Company (“Common Stock”) as described in Attachment I – Notice of Award (the “Notice of 
Award”) attached to this Agreement (the “Award”). The number of PSUs subject to the Award (which shall be subject to adjustment in accordance 
with Section 14 of the Plan) is set forth in the Notice of Award. Each PSU represents the right to receive one Share, subject to the terms and 
conditions of this Agreement. Upon granting of the Award, all PSUs shall be credited to Participant’s employee stock plan account established at 
the stock plan administration service determined by Company (the “Stock Service”). The current Stock Service is set forth in the Notice of Award.

(b) Vested Shares to be Issued in Book Entry Form. Upon vesting of the PSUs and the satisfaction of all other applicable conditions set 
forth in this Agreement, the Company shall cause uncertificated Shares to be issued to Participant’s account. Shares to be delivered to Participant 
under the terms of this Award shall be delivered to Participant no later than two and one-half months following the last day of the year that 
includes the date of vesting and lapse of Restrictions, provided that Company may further delay the distribution of Shares with respect to PSUs that 
become vested under Section 4(b) as a result of Participant’s death, but not beyond such period as is permitted under Section 409A of the Code (as 
defined below).

(c) Plan. The Award granted hereunder is subject to the terms and provisions of the Plan, including without limitation, Article 14(a) 
thereof. The Award constitutes Performance Stock Units pursuant to Section 10 of the Plan.
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3. Restrictions.

(a) Forfeiture. Except only as may otherwise be expressly set forth in (i) any employment, severance or change in control agreement of 
the Company or a Subsidiary with Participant, or (ii) Section 4 below related to the Retirement or death of the Participant, any Award which is not 
vested as of the date Participant ceases to be an employee of Company or one of its Subsidiaries shall thereupon be forfeited immediately and 
terminate without any further action by Company. 

(b) Vesting and Lapse of Restrictions. Subject to the terms of this Agreement, the PSUs covered by this Award shall vest and all 
Restrictions thereon shall lapse in accordance with the schedule set forth in the Notice of Award, provided in each case that Participant remains 
continuously as an employee of Company or a Subsidiary from the Award Date through the particular scheduled vesting date therefor (except only 
as may otherwise be expressly set forth in (i) any employment, severance or change in control agreement of the Company or a Subsidiary with 
Participant, or (ii) Section 4 below related to the Retirement or death of the Participant). For purposes of this Agreement, “Restrictions” shall mean 
the exposure to forfeiture set forth in this Award.

(c) Acceleration of Vesting. Notwithstanding any other provision of this Award, with regard to any performance-based Award, in the 
event of a Change in Control event, the performance conditions will be deemed to have been achieved at the target level and the Participant will be 
deemed to have earned the target number of PSUs that were subject to the Award.

(d) Tax Withholding; Issuance of Uncertificated Shares for Participants Domiciled Outside the U.S. For Participants domiciled outside of 
the United States, the provisions set forth herein related to U.S. federal and/or state tax withholding do not apply. Shares shall be delivered to such 
Participant or his or her legal representative at the time the vesting requirements as provided in this Award shall have been satisfied. Participants 
domiciled outside the U.S. are advised to consult with a local tax advisor regarding the tax ramifications of the Award in their country of residence 
and assure compliance with such tax obligations.

(e) Tax Withholding for Participants Domiciled in U.S. Withholding Requirements. By accepting this Award, Participant agrees to make 
appropriate arrangements with the Company for the satisfaction, as of the applicable withholding date, of all applicable federal, state and local tax 
withholding requirements, including in connection with the vesting and settlement of this Award. No Shares will be issued until satisfaction of such 
applicable tax withholding has been received by the Company. Prior to the delivery of any Shares pursuant to this Award, the Company will have 
the power and the right to deduct or withhold an amount sufficient to satisfy federal, state, local, foreign or other taxes (including the Participant’s 
FICA obligation) required to be withheld with respect to the vesting or settlement of this Award. 

(f) Withholding Arrangements. The Company, pursuant to such procedures as it will specify from time to time, will permit Participant to 
satisfy such tax withholding obligation, in each case as of the applicable tax withholding date, by (without limitation and in such combinations as 
the Participant may elect): 

(i) paying cash or by personal check, certified check or bank check or wire transfer of immediately available funds; or

(ii) electing to have the Company withhold otherwise deliverable Shares having a Fair Market Value equal to the minimum 
statutory amount required to be withheld. 

 
The Fair Market Value of the Shares to be withheld or delivered will be determined as of the date that the taxes are required to be withheld. 
Participant may elect to make prior arrangements with the Stock Service to sell Shares as of the vesting date and apply the appropriate amount of 
the proceeds thereof to the applicable tax withholding amount and remit any balance of the proceeds to Participant, provided that if Participant 
elects to have any Shares 
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sold by the Stock Service or otherwise, any such proposed sale of Shares shall be in compliance with and satisfy all requirements and conditions 
under the Onto Innovation Inc. Insider Trading Compliance Program.

4. Retirement; Death.  

(a) Subject to the terms of this Agreement, in the event of the Retirement of the Participant, the PSUs shall vest based on the actual 
performance results for performance-based Awards provided that, during the period beginning on the Participant’s separation from service date and 
ending on the final day of the vesting schedule set forth in the Notice of Award, the Participant: (a) continues to be available to provide service to 
the Company as requested and (b) does not become employed by or otherwise provide paid services to any other entity or organization; provided, 
however, that the Participant may be permitted to serve as an independent director on the board of directors for one or more entities that are not 
competitive with the Company’s business so long as any such service as an independent director is reviewed and approved in advance by the 
Committee.  For the avoidance of doubt, if the Participant fails to comply with the conditions set forth in this paragraph, the Participant will forfeit 
all unvested Awards. For clarity, in the event of the Participant’s Retirement, there will be no acceleration of an Award’s vesting schedule or 
forfeiture of unvested Awards.

(b) Subject to the terms of this Agreement, in the event of the death of the Participant while employed by Company, unvested PSUs shall 
become immediately vested in accordance with the following calculation:

• The target number of PSUs multiplied by the number of days worked since the grant date divided by the total number of days in 
the full vesting term.

In the event of Retirement or death, any PSUs under this Award that do not vest under this Section 4 will be forfeited.

5. Company Share Issuance Prerequisites. Company shall not be required to issue or deliver any Shares prior to the fulfillment of all of the 
following conditions:

(a) the admission of the Shares to listing on all stock exchanges on which such Common Stock is then listed;

(b) the completion of any registration or other qualification of the Shares under any state or federal law or under rulings or regulations of 
the Securities and Exchange Commission or other governmental regulatory body, which the Company shall, in its sole and absolute discretion, 
deem necessary and advisable;

(c) the obtaining of any approval or other clearance from any state or federal governmental agency that the Company shall, in its absolute 
discretion, determine to be necessary or advisable; and

(d) the lapse of any such reasonable period of time following the date the Restrictions lapse as the Company may from time to time 
establish for reasons of administrative convenience.

6. Performance Stock Units Not Transferable. No PSUs or any interest or right therein or part thereof shall be liable for the debts, contracts or 
engagements of Participant or his or her successors in interest or shall be subject to disposition by transfer, alienation, anticipation, pledge, 
encumbrance, assignment or any other means whether such disposition be voluntary or involuntary or by operation of law by judgment, levy, 
attachment, garnishment or any other legal or equitable proceedings (including bankruptcy), and any attempted disposition thereof shall be null and 
void and of no effect; provided, however, that this Section 6 shall not prevent transfers by will or by applicable laws of descent and distribution if 
permitted under the Plan.

7. Rights as Stockholder. Until Participant has satisfied all requirements for vesting and the satisfaction of all conditions set forth in this 
Agreement and Shares have been issued to Participant, Participant shall not be deemed to be a shareholder or to have any of the rights of a 
shareholder with respect to any such Shares.
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8. Not a Contract of Employment. Nothing in this Agreement or in the Plan shall confer upon Participant any right to continue to serve as an 
employee or other Service Provider of Company or any of its Subsidiaries.

9. Governing Law. The laws of the State of Delaware shall govern the interpretation, validity, administration, enforcement and performance of 
the terms of this Agreement and the Award regardless of the law that might be applied under principles of conflicts of laws.

10. Conformity to Securities Laws. Participant acknowledges that the Plan and this Award are intended to conform to the extent necessary with 
all provisions of the Securities Act of 1933, as amended, and the Exchange Act, and all regulations and rules promulgated thereunder by the 
Securities and Exchange Commission, including without limitation Rule 16b-3 under the Exchange Act. Notwithstanding anything herein to the 
contrary, the Plan shall be administered, and the Awards are granted, only in such a manner as to conform to such laws, rules and regulations. 

11. Amendment, Suspension and Termination. The Awards may be wholly or partially amended or otherwise modified, suspended or terminated 
at any time or from time to time by the Compensation Committee of the Board of Directors of the Company, which is the Administrator of the Plan 
(the “Committee”), provided that, except as otherwise provided by the Plan, neither the amendment, suspension nor termination of this Agreement 
shall, without the consent of Participant, alter or impair any material rights of Participant under this Award.

12. Notices. Notices required or permitted hereunder shall be given in writing and shall be deemed effectively given upon personal delivery or 
upon deposit in the United States mail by certified mail, with postage and fees prepaid, addressed to Participant at his or her address then shown in 
Company records, and to Company at its principal executive office.

13. Severability. The provisions of this Agreement are severable and if any one or more provisions are determined to be illegal or otherwise 
unenforceable, in whole or in part, the remaining provisions will nevertheless be binding and enforceable. 

14. Section 409A.

(a) This Award is intended to constitute a “short-term deferral” for purposes of Section 409A of the Internal Revenue Code of 1986, as 
amended (“Code”) or, in the alternative, is intended to comply with the requirements of Section 409A of the Code and the Treasury regulations and 
other guidance promulgated thereunder so as not to be subject to taxes, interest or penalties under Section 409A of the Code. This Agreement shall 
be interpreted and administered to give effect to such intention and understanding.

(b) Notwithstanding anything in this Agreement to the contrary, any payment or issuance of Shares to be made to the Participant under 
this Award in connection with Participant’s separation from service shall not be made until the date six months and one day after the date of the 
Participant’s separation from service to the extent necessary to comply with Section 409A(a)(B)(i) of the Code and applicable Treasury regulations 
thereunder, after giving effect to the extent applicable to the short-term deferral exemption under Treasury Regulation §1.409A-1(b)(4) and the 
severance pay exemption under Treasury Regulation §1.409A-1(b)(9)(iii). Following any such six-month and one-day delay, all such delayed 
payments will be paid in a single lump sum on the date six months and one day after the Participant’s separation from service. For the purposes of 
this Agreement, “separation of service” means a separation from service as defined in Section 409A of the Code determined using the default 
provisions set forth in Treasury Regulation §1.409A-1(h) or any successor regulation thereto. Each and every payment or issuance of Shares made 
pursuant to this Award shall be deemed a separate payment or issuance and not a series of payments or issuances.
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(c) If any provision of this Award would, in the reasonable, good faith judgment of the Committee, result or likely result in the 
imposition on the Participant, beneficiary or any other person claiming by or through the Participant, of any additional tax, accelerated taxation, 
interest or penalties under Section 409A of the Code, the Committee may, in its sole discretion, modify the terms of this Award or take any other 
such action, without the consent of the Participant or any spouse, beneficiary or any other person claiming by or through the Participant, in the 
manner that the Committee may reasonably and in good faith determine to be necessary or advisable to avoid the imposition of such additional tax, 
accelerated taxation, interest or penalties or otherwise comply with Sections 409A of the Code. However, nothing in this Agreement is intended to 
or shall create any obligation or liability on the part of the Company or the Committee or its members to modify the Agreement, the Award or any 
PSUs or other rights granted hereunder nor guarantee that the Participant will not be subject to additional taxes, accelerated taxation, interest or 
penalties under Section 409A of the Code.

Participant represents that he or she has read this Agreement and the Plan and is familiar with the terms and provisions of each. 
Participant acknowledges that the Award is issued pursuant to, and is subject to the terms and conditions of, the Plan, and Participant will be bound 
by the terms of the Plan as if it were set forth verbatim in this Agreement. Participant agrees to comply with all rules the Committee may establish 
from time to time with respect to the Plan. Participant agrees to accept as binding, conclusive and final all decisions or interpretations of the 
Committee with respect to any questions arising under the Plan or this Agreement. Participant further acknowledges and agrees that this Agreement 
(including the Plan) constitutes the entire agreement between the parties with respect to the Award and that this Agreement (including the Plan) 
supersedes any and all prior agreements, whether written or oral, between the parties with respect to the Award.
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ATTACHMENT I
NOTICE OF AWARD

 
Participant Information:
 
Participant Name: %%FIRST_NAME%-% %%LAST_NAME%-%  
 
Participant Residence Address: %%ADDRESS_LINE_1%-% %%ADDRESS_LINE_2%-%

%%ADDRESS_LINE_3%-%
%%CITY%-%, %%STATE%-% %%ZIPCODE%-%
%%COUNTRY%-%

 
Participant Section 16 Status: Participant    [  ] is     [X] is not    a Section 16 Insider of Company.
 
 
Award Information:
 
Award Date: %%OPTION_DATE,'Month DD, YYYY'%-%
 
Aggregate number of Performance Stock Units subject to the Award: %%TOTAL_SHARES_GRANTED,'999,999,999'%-%
 
Grant Number: %%OPTION_NUMBER%-%
 
Type of Award:            [X]  Performance-based
 
Vesting Schedule:
 
[X] The performance-based Award shall vest in full upon the conclusion of the performance period with the final number of shares earned 

contingent upon the meeting of the applicable performance criteria set forth in the associated performance plan document.
 
[  ] The Award shall vest and Restrictions shall lapse with respect to

_______________________________________________________________________________
_______________________________________________________________________________
_______________________________________________________________________________

 
Additional Vesting Requirements: 
____________________________________________________________________________________
____________________________________________________________________________________
____________________________________________________________________________________
____________________________________________________________________________________
 
 
Company Stock Plan Administration Service (the “Stock Service”): E*TRADE
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Onto Innovation Inc.

Employee Restricted Stock Unit Purchase Agreement

 
 
THIS AGREEMENT (“Agreement”), dated _________________, 20___ (the “Award Date”), is made between Onto Innovation Inc., a Delaware 
corporation, hereinafter referred to as the “Company,” and ________________________ (the “Participant”).
1. Definitions. All capitalized terms used in this Agreement without definition shall have the meanings ascribed in the Onto Innovation 2020 
Stock Plan, as amended from time to time (the “Plan”).  In addition, the following definition shall apply:

• “Retirement Eligible” shall mean the Participant has achieved a combination of age plus years of service with the company totaling 70, 
with a base minimum age of 58 years old and a minimum service term of five (5) years.

• “Retirement” shall mean Participant has become Retirement Eligible and has formally notified the Company of his/her intention to retire 
from the employ of the Company on a date certain and does so retire or as otherwise approved by the Administrator. 

2. Award of Restricted Stock Units.

(a) Award. In consideration of Participant’s agreement to remain in the employ of Company or one of its Subsidiaries, and for other good 
and valuable consideration, the Company hereby issues to Participant, as of the Award Date, the grant of Restricted Stock Units (“RSUs”) covering 
shares (“Shares”) of common stock of the Company (“Common Stock”) as described in Attachment I – Notice of Award (the “Notice of Award”) 
attached to this Agreement (the “Award”). The number of RSUs subject to the Award (which shall be subject to adjustment in accordance with 
Section 14 of the Plan) is set forth in the Notice of Award. Each RSU represents the right to receive one Share, subject to the terms and conditions 
of this Agreement. Upon granting of the Award, all RSUs shall be credited to Participant’s employee stock plan account established at the stock 
plan administration service determined by Company (the “Stock Service”). The current Stock Service is set forth in the Notice of Award.

(b) Vested Shares to be Issued in Book Entry Form. Upon vesting of the RSUs and the satisfaction of all other applicable conditions set 
forth in this Agreement, the Company shall cause uncertificated Shares to be issued to Participant’s account. Shares to be delivered to Participant 
under the terms of this Award shall be delivered to Participant no later than two and one-half months following the last day of the year that 
includes the date of vesting and lapse of Restrictions, provided that Company may further delay the distribution of Shares with respect to RSUs 
that become vested under Section 4(g) as a result of Participant’s death, but not beyond such period as is permitted under Section 409A of the Code 
(as defined below).

(c) Plan. The Award granted hereunder is subject to the terms and provisions of the Plan, including without limitation, Article 14(a) 
thereof. The Award constitutes Restricted Stock Units pursuant to Section 8 of the Plan.

3. Restrictions.

(a) Forfeiture. Except only as may otherwise be expressly set forth in (i) any employment, severance or change in control agreement of 
the Company or a Subsidiary with Participant, or (ii) Section 3(g) below related to the Retirement or death of the Participant, any Award which is 
not vested as of the date Participant ceases to be an employee of Company or one of its Subsidiaries shall thereupon be forfeited immediately and 
terminate without any further action by Company. 
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(b) Vesting and Lapse of Restrictions. Subject to the terms of this Agreement, the RSUs covered by this Award shall vest and all 
Restrictions thereon shall lapse in accordance with the schedule set forth in the Notice of Award, provided in each case that Participant remains 
continuously as an employee of Company or a Subsidiary from the Award Date through the particular scheduled vesting date therefor (except only 
as may otherwise be expressly set forth in (i) any employment, severance or change in control agreement of the Company or a Subsidiary with 
Participant, or (ii) Section 3(g) below related to the Retirement or death of the Participant). For purposes of this Agreement, “Restrictions” shall 
mean the exposure to forfeiture set forth in this Award.

(c) Acceleration of Vesting. Notwithstanding any other provision of this Award, any time-based Award shall become fully vested and all 
Restrictions applicable to such Award shall lapse in the event of a Change in Control event (as defined in Section 2(h) of the Plan) and the 
successor or acquiring corporation or an affiliate thereof does not assume or substitute for this Award in accordance with Section 14(c)(i) of the 
Plan. Should the successor or acquiring corporation or an affiliate thereof assume or substitute for the time-based Award in accordance with 
Section 14(c)(i) of the Plan, then no accelerated vesting or lapse of Restrictions of this Award shall apply, except as the Board may otherwise 
determine or as provided in an employment or other written agreement with the Participant.

(d) Tax Withholding; Issuance of Uncertificated Shares for Participants Domiciled Outside the U.S. For Participants domiciled outside of 
the United States, the provisions set forth herein related to U.S. federal and/or state tax withholding do not apply. Shares shall be delivered to such 
Participant or his or her legal representative at the time the vesting requirements as provided in this Award shall have been satisfied. Participants 
domiciled outside the U.S. are advised to consult with a local tax advisor regarding the tax ramifications of the Award in their country of residence 
and assure compliance with such tax obligations.

(e) Tax Withholding for Participants Domiciled in U.S. Withholding Requirements. By accepting this Award, Participant agrees to make 
appropriate arrangements with the Company for the satisfaction, as of the applicable withholding date, of all applicable federal, state and local tax 
withholding requirements, including in connection with the vesting and settlement of this Award. No Shares will be issued until satisfaction of such 
applicable tax withholding has been received by the Company. Prior to the delivery of any Shares pursuant to this Award, the Company will have 
the power and the right to deduct or withhold an amount sufficient to satisfy federal, state, local, foreign or other taxes (including the Participant’s 
FICA obligation) required to be withheld with respect to the vesting or settlement of this Award. 

(f) Withholding Arrangements. The Company, pursuant to such procedures as it will specify from time to time, will permit Participant to 
satisfy such tax withholding obligation, in each case as of the applicable tax withholding date, by (without limitation and in such combinations as 
the Participant may elect): 

(i) paying cash or by personal check, certified check or bank check or wire transfer of immediately available funds; or

(ii) electing to have the Company withhold otherwise deliverable Shares having a Fair Market Value equal to the minimum 
statutory amount required to be withheld.

 
The Fair Market Value of the Shares to be withheld or delivered will be determined as of the date that the taxes are required to be withheld. 
Participant may elect to make prior arrangements with the Stock Service to sell Shares as of the vesting date and apply the appropriate amount of 
the proceeds thereof to the applicable tax withholding amount and remit any balance of the proceeds to Participant, provided that if Participant 
elects to have any Shares sold by the Stock Service or otherwise, any such proposed sale of Shares shall be in compliance with and satisfy all 
requirements and conditions under the Onto Innovation Inc. Insider Trading Compliance Program.

4. Retirement; Death.  
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(a) Subject to the terms of this Agreement, in the event of the Retirement of the Participant, the RSUs shall vest based on the vesting 
schedule set forth in the Notice of Award for time-based Awards.  For clarity, in the event of the Participant’s Retirement, there will be no 
acceleration of an Award’s vesting schedule or forfeiture of unvested Awards.

(b) Subject to the terms of this Agreement, in the event of the death of the Participant while employed by Company, any unvested RSUs shall 
become immediately vested.

5. Company Share Issuance Prerequisites. Company shall not be required to issue or deliver any Shares prior to the fulfillment of all of the 
following conditions:

(a) the admission of the Shares to listing on all stock exchanges on which such Common Stock is then listed;

(b) the completion of any registration or other qualification of the Shares under any state or federal law or under rulings or regulations of 
the Securities and Exchange Commission or other governmental regulatory body, which the Company shall, in its sole and absolute discretion, 
deem necessary and advisable;

(c) the obtaining of any approval or other clearance from any state or federal governmental agency that the Company shall, in its absolute 
discretion, determine to be necessary or advisable; and

(d) the lapse of any such reasonable period of time following the date the Restrictions lapse as the Company may from time to time 
establish for reasons of administrative convenience.

6. Restricted Stock Units Not Transferable. No RSUs or any interest or right therein or part thereof shall be liable for the debts, contracts or 
engagements of Participant or his or her successors in interest or shall be subject to disposition by transfer, alienation, anticipation, pledge, 
encumbrance, assignment or any other means whether such disposition be voluntary or involuntary or by operation of law by judgment, levy, 
attachment, garnishment or any other legal or equitable proceedings (including bankruptcy), and any attempted disposition thereof shall be null and 
void and of no effect; provided, however, that this Section 6 shall not prevent transfers by will or by applicable laws of descent and distribution if 
permitted under the Plan.

7. Rights as Stockholder. Until Participant has satisfied all requirements for vesting and the satisfaction of all conditions set forth in this 
Agreement and Shares have been issued to Participant, Participant shall not be deemed to be a shareholder or to have any of the rights of a 
shareholder with respect to any such Shares.

8. Not a Contract of Employment. Nothing in this Agreement or in the Plan shall confer upon Participant any right to continue to serve as an 
employee or other Service Provider of Company or any of its Subsidiaries.

9. Governing Law. The laws of the State of Delaware shall govern the interpretation, validity, administration, enforcement and performance of 
the terms of this Agreement and the Award regardless of the law that might be applied under principles of conflicts of laws.

10. Conformity to Securities Laws. Participant acknowledges that the Plan and this Award are intended to conform to the extent necessary with 
all provisions of the Securities Act of 1933, as amended, and the Exchange Act, and all regulations and rules promulgated thereunder by the 
Securities and Exchange Commission, including without limitation Rule 16b-3 under the Exchange Act. Notwithstanding anything herein to the 
contrary, the Plan shall be administered, and the Awards are granted, only in such a manner as to conform to such laws, rules and regulations. 

11. Amendment, Suspension and Termination. The Awards may be wholly or partially amended or otherwise modified, suspended or terminated 
at any time or from time to time by the Compensation Committee of the Board of Directors of the Company, which is the Administrator of the Plan 
(the “Committee”), provided that, except as 
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otherwise provided by the Plan, neither the amendment, suspension nor termination of this Agreement shall, without the consent of 
Participant, alter or impair any material rights of Participant under this Award.

12. Notices. Notices required or permitted hereunder shall be given in writing and shall be deemed effectively given upon personal delivery or 
upon deposit in the United States mail by certified mail, with postage and fees prepaid, addressed to Participant at his or her address then shown in 
Company records, and to Company at its principal executive office.

13. Severability. The provisions of this Agreement are severable and if any one or more provisions are determined to be illegal or otherwise 
unenforceable, in whole or in part, the remaining provisions will nevertheless be binding and enforceable. 

14. Section 409A.

(a) This Award is intended to constitute a “short-term deferral” for purposes of Section 409A of the Internal Revenue Code of 1986, as 
amended (“Code”) and the rules and regulations promulgated thereunder and is intended to comply with the requirements of Section 409A of the 
Code so as not to be subject to taxes, interest or penalties under Section 409A of the Code. This Agreement shall be interpreted and administered to 
give effect to such intention and understanding.

(b) Notwithstanding anything in this Agreement to the contrary, any payment or issuance of Shares to be made to the Participant under 
this Award in connection with Participant’s separation from service shall not be made until the date six months and one day after the date of the 
Participant’s separation from service to the extent necessary to comply with Section 409A(a)(B)(i) of the Code and applicable Treasury regulations 
thereunder, after giving effect to the extent applicable to the short-term deferral exemption under Treasury Regulation §1.409A-1(b)(4) and the 
severance pay exemption under Treasury Regulation §1.409A-1(b)(9)(iii). Following any such six-month and one-day delay, all such delayed 
payments will be paid in a single lump sum on the date six months and one day after the Participant’s separation from service. For the purposes of 
this Agreement, “separation of service” means a separation from service as defined in Section 409A of the Code determined using the default 
provisions set forth in Treasury Regulation §1.409A-1(h) or any successor regulation thereto. Each and every payment or issuance of Shares made 
pursuant to this Award shall be deemed a separate payment or issuance and not a series of payments or issuances.

(c) If any provision of this Award would, in the reasonable, good faith judgment of the Committee, result or likely result in the 
imposition on the Participant, beneficiary or any other person claiming by or through the Participant, of any additional tax, accelerated taxation, 
interest or penalties under Section 409A of the Code, the Committee may, in its sole discretion, modify the terms of this Award or take any other 
such action, without the consent of the Participant or any spouse, beneficiary or any other person claiming by or through the Participant, in the 
manner that the Committee may reasonably and in good faith determine to be necessary or advisable to avoid the imposition of such additional tax, 
accelerated taxation, interest or penalties or otherwise comply with Sections 409A of the Code. However, nothing in this Agreement is intended to 
or shall create any obligation or liability on the part of the Company or the Committee or its members to modify the Agreement, the Award or any 
RSUs or other rights granted hereunder nor guarantee that the Participant will not be subject to additional taxes, accelerated taxation, interest or 
penalties under Section 409A of the Code.

Participant represents that he or she has read this Agreement and the Plan and is familiar with the terms and provisions of each. 
Participant acknowledges that the Award is issued pursuant to, and is subject to the terms and conditions of, the Plan, and Participant will be bound 
by the terms of the Plan as if it were set forth verbatim in this Agreement. Participant agrees to comply with all rules the Committee may establish 
from time to time with respect to the Plan. Participant agrees to accept as binding, conclusive and final all decisions or interpretations of the 
Committee with respect to any questions arising under the Plan or this Agreement. Participant further acknowledges and agrees that this Agreement 
(including the Plan) constitutes the entire agreement between the parties with respect 
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to the Award and that this Agreement (including the Plan) supersedes any and all prior agreements, whether written or oral, between the parties 
with respect to the Award.

 
IN WITNESS WHEREOF, this Agreement has been executed and delivered by the parties hereto as of the date first set forth above.
 
 
ONTO INNOVATION INC. PARTICIPANT
 
 
By:___________________________ ______________________________
Name: Name:

Title:
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ATTACHMENT I
NOTICE OF AWARD

 
Participant Information:
 
Participant Name: ________________________  
 
Participant Residence Address: «STREET1»

«STREET2»
«CITY», «STATE» «ZIP»
«COUNTRY»

 
Participant Section 16 Status: Participant     FORMCHECKBOX  is      FORMCHECKBOX  is not    a Section 16 Insider of Company.
 
 
Award Information:
 
Award Date: ___________________________
 
Aggregate number of Restricted Stock Units subject to the Award: __________________
 
Grant Number: ______________________
 
Type of Award:            FORMCHECKBOX    Time-based            FORMCHECKBOX   Other: ___________________________
 
Vesting Schedule:
 
 FORMCHECKBOX The time-based Award shall vest and Restrictions shall lapse with respect to _______ percent of the Shares subject to the 

Award (rounded down to the next whole number of shares) on each of the first ______ anniversaries of the Award Date.
 
 FORMCHECKBOX The Award shall vest and Restrictions shall lapse with respect to

_______________________________________________________________________________
_______________________________________________________________________________
_______________________________________________________________________________

 
Additional Vesting Requirements: 
____________________________________________________________________________________
____________________________________________________________________________________
____________________________________________________________________________________
____________________________________________________________________________________
 
 
Company Stock Plan Administration Service (the “Stock Service”): _________________________
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Onto Innovation Inc.

Employee Performance Stock Unit Purchase Agreement

 
 
THIS AGREEMENT (“Agreement”), dated _________________, 20___ (the “Award Date”), is made between Onto Innovation Inc., a Delaware 
corporation, hereinafter referred to as the “Company,” and ________________________ (the “Participant”).
1. Definitions. All capitalized terms used in this Agreement without definition shall have the meanings ascribed in the Onto Innovation 2020 
Stock Plan, as amended from time to time (the “Plan”).  In addition, the following definition shall apply:

• “Retirement Eligible” shall mean the Participant has achieved a combination of age plus years of service with the company totaling 70, 
with a base minimum age of 58 years old and a minimum service term of five (5) years.

• “Retirement” shall mean Participant has become Retirement Eligible and has formally notified the Company of his/her intention to retire 
from the employ of the Company on a date certain and does so retire or as otherwise approved by the Administrator. 

2. Award of Performance Stock Units.

(a) Award. In consideration of Participant’s agreement to remain in the employ of Company or one of its Subsidiaries, and for other good 
and valuable consideration, the Company hereby issues to Participant, as of the Award Date, the grant of Performance Stock Units (“PSUs”) 
covering shares (“Shares”) of common stock of the Company (“Common Stock”) as described in Attachment I – Notice of Award (the “Notice of 
Award”) attached to this Agreement (the “Award”). The number of PSUs subject to the Award (which shall be subject to adjustment in accordance 
with Section 14 of the Plan) is set forth in the Notice of Award. Each PSU represents the right to receive one Share, subject to the terms and 
conditions of this Agreement. Upon granting of the Award, all PSUs shall be credited to Participant’s employee stock plan account established at 
the stock plan administration service determined by Company (the “Stock Service”). The current Stock Service is set forth in the Notice of Award.

(b) Vested Shares to be Issued in Book Entry Form. Upon vesting of the PSUs and the satisfaction of all other applicable conditions set 
forth in this Agreement, the Company shall cause uncertificated Shares to be issued to Participant’s account. Shares to be delivered to Participant 
under the terms of this Award shall be delivered to Participant no later than two and one-half months following the last day of the year that 
includes the date of vesting and lapse of Restrictions, provided that Company may further delay the distribution of Shares with respect to RSUs 
that become vested under Section 4(g) as a result of Participant’s death, but not beyond such period as is permitted under Section 409A of the Code 
(as defined below).

(c) Plan. The Award granted hereunder is subject to the terms and provisions of the Plan, including without limitation, Article 14(a) 
thereof. The Award constitutes Performance Stock Units pursuant to Section 10 of the Plan.

3. Restrictions.

(a) Forfeiture. Except only as may otherwise be expressly set forth in (i) any employment, severance or change in control agreement of 
the Company or a Subsidiary with Participant, or (ii) Section 3(g) below related to the Retirement or death of the Participant, any Award which is 
not vested as of the date Participant ceases to be an 
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employee of Company or one of its Subsidiaries shall thereupon be forfeited immediately and terminate without any further action by Company. 

(b) Vesting and Lapse of Restrictions. Subject to the terms of this Agreement, the PSUs covered by this Award shall vest and all 
Restrictions thereon shall lapse in accordance with the schedule set forth in the Notice of Award, provided in each case that Participant remains 
continuously as an employee of Company or a Subsidiary from the Award Date through the particular scheduled vesting date therefor (except only 
as may otherwise be expressly set forth in (i) any employment, severance or change in control agreement of the Company or a Subsidiary with 
Participant, or (ii) Section 3(g) below related to the Retirement or death of the Participant). For purposes of this Agreement, “Restrictions” shall 
mean the exposure to forfeiture set forth in this Award.

(c) Acceleration of Vesting. Notwithstanding any other provision of this Award, with regard to any performance-based Award, in the 
event of a Change in Control event, the performance conditions will be deemed to have been achieved at the target level and the Participant will be 
deemed to have earned the target number of PSUs that were subject to the Award.

(d) Tax Withholding; Issuance of Uncertificated Shares for Participants Domiciled Outside the U.S. For Participants domiciled outside of 
the United States, the provisions set forth herein related to U.S. federal and/or state tax withholding do not apply. Shares shall be delivered to such 
Participant or his or her legal representative at the time the vesting requirements as provided in this Award shall have been satisfied. Participants 
domiciled outside the U.S. are advised to consult with a local tax advisor regarding the tax ramifications of the Award in their country of residence 
and assure compliance with such tax obligations.

(e) Tax Withholding for Participants Domiciled in U.S. Withholding Requirements. By accepting this Award, Participant agrees to make 
appropriate arrangements with the Company for the satisfaction, as of the applicable withholding date, of all applicable federal, state and local tax 
withholding requirements, including in connection with the vesting and settlement of this Award. No Shares will be issued until satisfaction of such 
applicable tax withholding has been received by the Company. Prior to the delivery of any Shares pursuant to this Award, the Company will have 
the power and the right to deduct or withhold an amount sufficient to satisfy federal, state, local, foreign or other taxes (including the Participant’s 
FICA obligation) required to be withheld with respect to the vesting or settlement of this Award. 

(f) Withholding Arrangements. The Company, pursuant to such procedures as it will specify from time to time, will permit Participant to 
satisfy such tax withholding obligation, in each case as of the applicable tax withholding date, by (without limitation and in such combinations as 
the Participant may elect): 

(i) paying cash or by personal check, certified check or bank check or wire transfer of immediately available funds; or

(ii) electing to have the Company withhold otherwise deliverable Shares having a Fair Market Value equal to the minimum 
statutory amount required to be withheld. 

 
The Fair Market Value of the Shares to be withheld or delivered will be determined as of the date that the taxes are required to be withheld. 
Participant may elect to make prior arrangements with the Stock Service to sell Shares as of the vesting date and apply the appropriate amount of 
the proceeds thereof to the applicable tax withholding amount and remit any balance of the proceeds to Participant, provided that if Participant 
elects to have any Shares sold by the Stock Service or otherwise, any such proposed sale of Shares shall be in compliance with and satisfy all 
requirements and conditions under the Onto Innovation Inc. Insider Trading Compliance Program.
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(g) Retirement; Death.  

(a) Subject to the terms of this Agreement, in the event of the Retirement of the Participant, the PSUs shall vest based on the actual 
performance results for performance-based Awards. For clarity, in the event of the Participant’s Retirement, there will be no acceleration of an 
Award’s vesting schedule or forfeiture of unvested Awards.

(b) Subject to the terms of this Agreement, in the event of the death of the Participant while employed by Company, unvested PSUs shall 
become immediately vested in accordance with the following calculation:

• The target number of PSUs multiplied by the number of days worked since the grant date divided by the total number of days in the full 
vesting term.

In the event of Retirement or death, any PSUs under this Award that do not vest under this Section 3(g) will be forfeited.
4. Company Share Issuance Prerequisites. Company shall not be required to issue or deliver any Shares prior to the fulfillment of all of the 
following conditions:

(a) the admission of the Shares to listing on all stock exchanges on which such Common Stock is then listed;

(b) the completion of any registration or other qualification of the Shares under any state or federal law or under rulings or regulations of 
the Securities and Exchange Commission or other governmental regulatory body, which the Company shall, in its sole and absolute discretion, 
deem necessary and advisable;

(c) the obtaining of any approval or other clearance from any state or federal governmental agency that the Company shall, in its absolute 
discretion, determine to be necessary or advisable; and

(d) the lapse of any such reasonable period of time following the date the Restrictions lapse as the Company may from time to time 
establish for reasons of administrative convenience.

5. Performance Stock Units Not Transferable. No PSUs or any interest or right therein or part thereof shall be liable for the debts, contracts or 
engagements of Participant or his or her successors in interest or shall be subject to disposition by transfer, alienation, anticipation, pledge, 
encumbrance, assignment or any other means whether such disposition be voluntary or involuntary or by operation of law by judgment, levy, 
attachment, garnishment or any other legal or equitable proceedings (including bankruptcy), and any attempted disposition thereof shall be null and 
void and of no effect; provided, however, that this Section 5 shall not prevent transfers by will or by applicable laws of descent and distribution if 
permitted under the Plan.

6. Rights as Stockholder. Until Participant has satisfied all requirements for vesting and the satisfaction of all conditions set forth in this 
Agreement and Shares have been issued to Participant, Participant shall not be deemed to be a shareholder or to have any of the rights of a 
shareholder with respect to any such Shares.

7. Not a Contract of Employment. Nothing in this Agreement or in the Plan shall confer upon Participant any right to continue to serve as an 
employee or other Service Provider of Company or any of its Subsidiaries.

8. Governing Law. The laws of the State of Delaware shall govern the interpretation, validity, administration, enforcement and performance of 
the terms of this Agreement and the Award regardless of the law that might be applied under principles of conflicts of laws.

9. Conformity to Securities Laws. Participant acknowledges that the Plan and this Award are intended to conform to the extent necessary with 
all provisions of the Securities Act of 1933, as amended, and the Exchange Act, and all regulations and rules promulgated thereunder by the 
Securities and Exchange Commission, including without limitation Rule 16b-3 under the Exchange Act. Notwithstanding anything herein to the 
contrary, the Plan 
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shall be administered, and the Awards are granted, only in such a manner as to conform to such laws, rules and regulations. 

10. Amendment, Suspension and Termination. The Awards may be wholly or partially amended or otherwise modified, suspended or terminated 
at any time or from time to time by the Compensation Committee of the Board of Directors of the Company, which is the Administrator of the Plan 
(the “Committee”), provided that, except as otherwise provided by the Plan, neither the amendment, suspension nor termination of this Agreement 
shall, without the consent of Participant, alter or impair any material rights of Participant under this Award.

11. Notices. Notices required or permitted hereunder shall be given in writing and shall be deemed effectively given upon personal delivery or 
upon deposit in the United States mail by certified mail, with postage and fees prepaid, addressed to Participant at his or her address then shown in 
Company records, and to Company at its principal executive office.

12. Severability. The provisions of this Agreement are severable and if any one or more provisions are determined to be illegal or otherwise 
unenforceable, in whole or in part, the remaining provisions will nevertheless be binding and enforceable. 

13. Section 409A.

(a) This Award is intended to constitute a “short-term deferral” for purposes of Section 409A of the Internal Revenue Code of 1986, as 
amended (“Code”) and the rules and regulations promulgated thereunder and is intended to comply with the requirements of Section 409A of the 
Code so as not to be subject to taxes, interest or penalties under Section 409A of the Code. This Agreement shall be interpreted and administered to 
give effect to such intention and understanding.

(b) Notwithstanding anything in this Agreement to the contrary, any payment or issuance of Shares to be made to the Participant under 
this Award in connection with Participant’s separation from service shall not be made until the date six months and one day after the date of the 
Participant’s separation from service to the extent necessary to comply with Section 409A(a)(B)(i) of the Code and applicable Treasury regulations 
thereunder, after giving effect to the extent applicable to the short-term deferral exemption under Treasury Regulation §1.409A-1(b)(4) and the 
severance pay exemption under Treasury Regulation §1.409A-1(b)(9)(iii). Following any such six-month and one-day delay, all such delayed 
payments will be paid in a single lump sum on the date six months and one day after the Participant’s separation from service. For the purposes of 
this Agreement, “separation of service” means a separation from service as defined in Section 409A of the Code determined using the default 
provisions set forth in Treasury Regulation §1.409A-1(h) or any successor regulation thereto. Each and every payment or issuance of Shares made 
pursuant to this Award shall be deemed a separate payment or issuance and not a series of payments or issuances.

(c) If any provision of this Award would, in the reasonable, good faith judgment of the Committee, result or likely result in the 
imposition on the Participant, beneficiary or any other person claiming by or through the Participant, of any additional tax, accelerated taxation, 
interest or penalties under Section 409A of the Code, the Committee may, in its sole discretion, modify the terms of this Award or take any other 
such action, without the consent of the Participant or any spouse, beneficiary or any other person claiming by or through the Participant, in the 
manner that the Committee may reasonably and in good faith determine to be necessary or advisable to avoid the imposition of such additional tax, 
accelerated taxation, interest or penalties or otherwise comply with Sections 409A of the Code. However, nothing in this Agreement is intended to 
or shall create any obligation or liability on the part of the Company or the Committee or its members to modify the Agreement, the Award or any 
PSUs or other rights granted hereunder nor guarantee that the Participant will not be subject to additional taxes, accelerated taxation, interest or 
penalties under Section 409A of the Code.
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Participant represents that he or she has read this Agreement and the Plan and is familiar with the terms and provisions of each. 
Participant acknowledges that the Award is issued pursuant to, and is subject to the terms and conditions of, the Plan, and Participant will be bound 
by the terms of the Plan as if it were set forth verbatim in this Agreement. Participant agrees to comply with all rules the Committee may establish 
from time to time with respect to the Plan. Participant agrees to accept as binding, conclusive and final all decisions or interpretations of the 
Committee with respect to any questions arising under the Plan or this Agreement. Participant further acknowledges and agrees that this Agreement 
(including the Plan) constitutes the entire agreement between the parties with respect to the Award and that this Agreement (including the Plan) 
supersedes any and all prior agreements, whether written or oral, between the parties with respect to the Award.

 
IN WITNESS WHEREOF, this Agreement has been executed and delivered by the parties hereto as of the date first set forth above.
 
 
ONTO INNOVATION INC. PARTICIPANT
 
 
By:___________________________ ______________________________
Name: Name:

Title:
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ATTACHMENT I
NOTICE OF AWARD

 
Participant Information:
 
Participant Name: ________________________  
 
Participant Residence Address: «STREET1»

«STREET2»
«CITY», «STATE» «ZIP»
«COUNTRY»

 
Participant Section 16 Status: Participant     FORMCHECKBOX  is      FORMCHECKBOX  is not    a Section 16 Insider of Company.
 
 
Award Information:
 
Award Date: ___________________________
 
Aggregate number of Performance Stock Units subject to the Award: __________________
 
Grant Number: ______________________
 
Type of Award:             FORMCHECKBOX   Performance-based
 
Vesting Schedule:
 
 FORMCHECKBOX The performance-based Award shall vest in full upon the conclusion of the performance period with the final number of 

shares earned contingent upon the meeting of the applicable performance criteria set forth in the associated performance plan document.
 
 FORMCHECKBOX The Award shall vest and Restrictions shall lapse with respect to

_______________________________________________________________________________
_______________________________________________________________________________
_______________________________________________________________________________

 
Additional Vesting Requirements: 
____________________________________________________________________________________
____________________________________________________________________________________
____________________________________________________________________________________
____________________________________________________________________________________
 
 
Company Stock Plan Administration Service (the “Stock Service”): _________________________
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ONTO INNOVATION INC.

Insider Trading Policy

1. BACKGROUND AND PURPOSE

1.1Why Have We Adopted This Policy?

The federal securities laws prohibit any member of the Board of Directors (a “Director”), officer (as defined in Rule 16a-1(f) 
under the Securities Exchange Act of 1934 (the “Exchange Act”), an “Executive Officer”) or employee of Onto Innovation Inc. 
(together with its subsidiaries, the “Company”) from purchasing or selling Company securities on the basis of material nonpublic 
information concerning the Company, or from tipping material nonpublic information to others.  These laws impose severe sanctions 
on individuals who violate them.  In addition, the Securities and Exchange Commission (the “SEC”) has the authority to impose large 
fines on the Company and on the Company’s Directors, Executive Officers and controlling stockholders if the Company’s employees 
engage in insider trading and the Company has failed to take appropriate steps to prevent it (so-called “controlling person” liability).

This insider trading policy is being adopted in light of these legal requirements, and with the goal of helping:

• prevent inadvertent violations of the insider trading laws;

• avoid embarrassing proxy disclosure of reporting violations by persons subject to Section 16 of the 
Exchange Act; 

• avoid even the appearance of impropriety on the part of those employed by, or associated with, the 
Company;

• protect the Company from controlling person liability; and

• protect the reputation of the Company, its Directors and its employees.

As detailed below, this policy applies to family members and certain other persons and entities with whom Directors and 
employees have relationships.  However, nothing in this policy is applicable to transactions by the Company itself.

Each individual subject to this policy is responsible for complying with this policy in all respects and ensuring that any family 
member whose transactions are subject to this policy also complies. In all cases, the responsibility for determining whether an 
individual is in possession of material nonpublic information rests with that individual, and any action on the part of the Company, any 
Director, Executive Officer or any other employee of the Company pursuant to this insider trading policy (or otherwise) does not in 
any way constitute legal advice or insulate an individual from liability under applicable securities laws. For more information, please 
see “Limitation on Liability” below.
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1.2What Type of Information is “Material”?

Information concerning the Company is considered material if there is a substantial likelihood that a reasonable shareholder 
would consider the information important in making an investment decision with respect to the Company’s securities.  Stated another 
way, there must be a substantial likelihood that a reasonable shareholder would view the information as having significantly altered the 
“total mix” of information available about the Company.  Material information can include positive or negative information about the 
Company.  There is no bright-line standard for assessing materiality; rather, materiality is based on an assessment of all of the facts 
and circumstances and is often evaluated by enforcement authorities with the benefit of hindsight. While it is not possible to define all 
categories of material information, information concerning any of the following subjects, or the Company’s plans with respect to any 
of these subjects, would often be considered material: 

• the Company’s revenues or earnings; 

• a significant pending or proposed merger or acquisition involving the Company; 

• a pending or proposed joint venture;

• a change in control of the Company;

• a significant change in the management or the Board of Directors of the Company; 

• the public or private sale of a significant amount of securities of the Company; 

• the Company’s decision to commence or terminate the payment of cash dividends;

• the establishment of a program to repurchase securities of the Company; 

• a stock split;

• significant related party transactions;

• a default on outstanding debt of the Company, a bankruptcy filing or severe liquidity problems;

• pending or threatened significant litigation, or the resolution of such litigation;

• a new product release or a significant development, invention or discovery;

• the loss, delay or gain of a significant contract, sale or order or other important development regarding 
customers, collaborators or suppliers; 
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• a significant operational issue or investigation of a potential such issue, including cybersecurity incidents, 
product defects or losses, potential losses, breaches or unauthorized access to the Company’s property or 
assets, whether at its facilities or through its information technology infrastructure;

• a conclusion by the Company or a notification from its independent auditor that any of the Company’s 
previously issued financial statements should no longer be relied upon; or 

• a change in or dispute with the Company’s independent auditor.    

This list is illustrative only and is not intended to provide a comprehensive list of circumstances that could give rise to 
material information.  

1.3When is Information “Nonpublic”?

Information concerning the Company is considered nonpublic if it has not been disseminated in a manner making it available 
to investors generally.  

Information will generally be considered nonpublic unless (1) the information has been disclosed in a press release, in a 
public filing made with the SEC (such as a Report on Form 10-K, Form 10-Q or Form 8-K), or through a news wire service or daily 
newspaper of wide circulation, and (2) a sufficient amount of time has passed so that the information has had an opportunity to be 
digested by the marketplace.

2. PROHIBITIONS RELATING TO TRANSACTIONS IN THE COMPANY’S SECURITIES AND DISCLOSURE OF 
NONPUBLIC INFORMATION

2.1Covered Persons.  This Section 2 applies to:

• all Directors;

• all employees (including Executive Officers);

• all family members of Directors and employees who share the same address as, or are financially dependent 
on, the Director or employee and any other person who shares the same address as the Director or employee 
(other than (x) an employee or tenant of the Director or employee or (y) another unrelated person whom the 
General Counsel determines should not be covered by this policy); 

• all family members whose transactions in Company securities are directed by, or subject to the influence or 
control of, a Director or employee, regardless of whether those family members share the same address as, 
or are financially dependent on, the Director or employee;
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• all corporations, limited liability companies, partnerships, trusts or other entities controlled by any of the 
above persons, unless the entity has implemented policies or procedures designed to ensure that such person 
cannot influence transactions by the entity involving Company securities; and

• any other person(s) whom the General Counsel determines should be subject to this policy.

2.2Prohibition on Trading While Aware of Material Nonpublic Information.

(a) Prohibited Activities.  Except as provided in Section 4, no person or entity covered by Section 2 may:

▪ purchase, sell or donate any securities of the Company while he or she is aware of any material nonpublic 
information concerning the Company or recommend to another person that they do so;

▪ tip or otherwise disclose to any other person any material nonpublic information concerning the Company if 
such person may misuse that information, such as by purchasing or selling Company securities or tipping that 
information to others;

▪ purchase, sell or donate any securities of another company while he or she is aware of any material nonpublic 
information concerning such other company which he or she learned in the course of his or her service as a 
Director or employee of the Company or recommend to another person that they do so; or

▪ tip or otherwise disclose to any other person any material nonpublic information concerning another company 
which he or she learned in the course of his or her service as a Director or employee of the Company if such 
person may misuse that information, such as by purchasing or selling securities of such other company or 
tipping that information to others.

(b) Application of Policy After Cessation of Service.  If a person ceases to be a Director or employee of the 
Company at a time when he or she is aware of material nonpublic information concerning the Company, the prohibition on purchases, 
sales or donations of Company securities in Section 2.2(a) shall continue to apply to such person until that information has become 
public or is no longer material.

2.3Prohibition on Pledges.  No person or entity covered by this Section 2 may purchase Company securities on margin, 
borrow against Company securities held in a margin account, or pledge Company securities as collateral for a loan.

2.4Prohibition on Short Sales, Derivative Transactions and Hedging Transactions. No person or entity covered by this Section 
2 may engage in any of the following types of transactions with respect to Company securities:
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• short sales, including short sales “against the box”; or

• purchases or sales of puts, calls or other derivative securities; or

• purchases of financial instruments (including prepaid variable forward contracts, equity swaps, collars and 
exchange funds) or other transactions that hedge or offset, or are designed to hedge or offset, any decrease 
in the market value of Company securities.

2.5Confidentiality of Nonpublic Information.  Nonpublic information relating to the Company is the property of the Company 
and the unauthorized disclosure of information concerning the Company’s business or financial affairs is forbidden.  In the event that 
any Director or employee receives a request from anyone outside the Company, such as a stock analyst, for information (particularly 
financial results and/or projections), the inquiry should be referred to the Company’s Chief Financial Officer, who is responsible for 
coordinating and overseeing the release of such information to the investing public, analysts and others in compliance with applicable 
laws and regulations.

2.6Prohibition Against Internet Disclosure.  Unless specifically authorized by the Company, no Director or employee may 
disclose Company nonpublic information on the Internet and more specifically in forums (such as “chatrooms”) where companies and 
their prospects are discussed.  Examples of such forums include but are not limited to Yahoo! Finance, Silicon Investor and Motley 
Fool.  Posts in such forums (even to correct inaccurate information about the Company) may result in the disclosure of material 
nonpublic information and may bring significant legal and financial risk to the Company. Any unauthorized Internet post made by a 
Director or employee, or with information supplied by a Director or employee, will be treated as a violation of this policy. Nothing in 
this Section shall be deemed to prohibit Company employees from engaging in any concerted activity protected by the rules and 
regulations of the National Labor Relations Board.

3. ADDITIONAL PROHIBITIONS APPLICABLE TO DIRECTORS, EXECUTIVE OFFICERS AND DESIGNATED 
EMPLOYEES

3.1Covered Persons.  This Section 3 applies to:

• all Directors;

• all Executive Officers;

• all employees, other than Executive Officers, reporting directly to the Chief Executive Officer (“CEO 
Reports”);

• such other employees as are designated from time to time by the Board of Directors, the Chief Executive 
Officer, the Chief Financial Officer or the General Counsel as being subject to this Section 3 (the 
“Designated Employees”);

• all family members of Directors, Executive Officers, CEO Reports and Designated Employees who share 
the same address as, or are financially 
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dependent on, the Director, Executive Officer or Designated Employee and any other person who shares the 
same address as the Director, Executive Officer or Designated Employee (other than (x) an employee or 
tenant of the Director, Executive Officer or Designated Employee or (y) another unrelated person whom the 
General Counsel determines should not be covered by this policy); 

• all family members whose transactions in Company securities are directed by, or subject to the influence or 
control of, a Director, Executive Officer, CEO Report or Designated Employee, regardless of whether those 
family members share the same address as, or are financially dependent on, the Director, Executive Officer, 
CEO Report or Designated Employee; and

• all corporations, limited liability companies, partnerships, trusts or other entities controlled by any of the 
above persons, unless the entity has implemented policies or procedures designed to ensure that such person 
cannot influence transactions by the entity involving Company securities.

3.2Blackout Periods.

(a) Regular Blackout Periods.  Except as provided in Section 4, no person or entity covered by this Section 3 may 
purchase, sell or donate any securities of the Company during the period beginning two weeks prior to the end of each fiscal quarter 
and ending upon the completion of the second full trading day after the public announcement of earnings for such quarter (a “regular 
blackout period”).

(b) Corporate News Blackout Periods.  The Company may from time to time notify Directors, Executive Officers 
and other specified employees that an additional blackout period (a “corporate news blackout period”) is in effect in view of significant 
events or developments involving the Company.  In such event, except as provided in Section 4, no such individual may purchase, sell 
or donate any securities of the Company during such corporate news blackout period or inform anyone else that a corporate news 
blackout period is in effect.  (In this policy, regular blackout periods and corporate news blackout periods are each referred to as a 
“blackout period.”)

(c) Awareness of Material Non-Public Information when a Blackout Period is Not in Effect.  Even if no blackout 
period is then in effect, if a person is aware of material nonpublic information the prohibitions contained in Section 2.2(a) apply.

3.3Notice and Pre-Clearance of Transactions.

(a) Pre-Transaction Clearance.  No Director, Executive Officer, or other employee as may be designated from 
time to time by the Board of Directors, the Chief Executive Officer, the Chief Financial Officer or the General Counsel as being 
subject to this Section 3.3 (each, a “Pre-Clearance Person”) may enter into a trading plan (as defined in Section 4.1 below), purchase, 
sell, give, donate or otherwise acquire or dispose of securities of the Company, other than in a transaction permitted under Section 4 
below, without first obtaining written pre-clearance of the transaction or trading plan.  Each Executive Officer (other than the Chief 
Executive Officer), CEO Report, and any other Pre-Clearance 
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Person who attends Chief Executive Officer staff meetings must obtain pre-clearance of a transaction or trading plan from the Chief 
Executive Officer.  Each other Pre-Clearance Person must obtain pre-clearance for a transaction or trading plan from either the Chief 
Financial Officer or the General Counsel.  A request for pre-clearance shall be made in accordance with the procedures established by 
the General Counsel. When making a pre-clearance request, the requestor should advise the Chief Executive Officer, the Chief 
Financial Officer or the General Counsel, as applicable, of the awareness of any material nonpublic information about the Company.  
The Chief Executive Officer, the Chief Financial Officer or the General Counsel, as applicable, shall have sole discretion to decide 
whether to clear any contemplated transaction or trading plan. All trades or trading plans that are pre-cleared must be effected within 
three business days of receipt of the pre-clearance unless a longer or shorter period has been specified by the Chief Executive Officer, 
the General Counsel, or the Chief Financial Officer, as applicable. A pre-cleared trading plan or trade (or any portion of a pre-cleared 
trade) that has not been effected during the three business day period must be pre-cleared again prior to execution.  Notwithstanding 
receipt of pre-clearance, if the Pre-Clearance Person becomes aware of material non-public information or becomes subject to 
a blackout period before the transaction or trading plan is effected, the transaction may not be completed. 

(b) Post-Transaction Notice.  Each person or entity covered by this Section 3 who is subject to reporting 
obligations under Section 16 of the Exchange Act shall also notify the Chief Financial Officer or the General Counsel (or his or her 
designee) of the occurrence of any purchase, sale, gift, donation or other acquisition or disposition of securities of the Company as 
soon as possible following the transaction, but in any event within one business day after the transaction.  Such notification may be 
oral or in writing (including by e-mail) and should include the identity of the covered person, the type of transaction, the date of the 
transaction, the number of shares involved and the purchase or sale price.  

(c) Deemed Time of a Transaction.  For purposes of this Section 3.3, a purchase, sale, gift, donation or other 
acquisition or disposition shall be deemed to occur at the time the person becomes irrevocably committed to it (for example, in the case 
of an open market purchase or sale, this occurs when the trade is executed, not when it settles).

4. EXCEPTIONS

4.1Exceptions.  The prohibitions in Sections 2.2(a) and 3.2 on purchases, sales and donations of Company securities do not 
apply to:

• exercises of stock options or other equity awards or the surrender of shares to the Company in payment of 
the exercise price or in satisfaction of any tax withholding obligations, in each case in a manner permitted 
by the applicable equity award agreement; provided, however, that the securities so acquired may not be 
sold (either outright or in connection with a “cashless” exercise transaction through a broker) while the 
person is aware of material nonpublic information or during an applicable blackout period; 

• acquisitions or dispositions of Company common stock under the Company’s 401(k) or other individual 
account plan that are made pursuant to standing 
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instructions not entered into or modified while the person is aware of material nonpublic information or 
during an applicable blackout period;

• other purchases of securities from the Company (including purchases under the Company’s Employee 
Stock Purchase Plan) or sales of securities to the Company; provided, however, that if the transaction 
involves the exercise of stock options or other equity awards, the transaction must be permitted by the first 
bullet above; and

• bona fide gifts, unless the donor has reason to believe that the recipient intends to sell the securities while 
the donor is aware of material nonpublic information or during an applicable blackout period;

• purchases or sales made pursuant to a binding contract, written plan or specific instruction (a “trading 
plan”) which is adopted and operated in compliance with Rule 10b5-1; provided that such trading plan: (1) 
is in writing; (2) was submitted to the Company for review by the Company prior to its adoption; (3) was 
not adopted while the person was aware of material nonpublic information or during an applicable blackout 
period; (4) either specifies the amount, pricing, and timing of transactions in advance or delegates discretion 
on these matters to an independent third party; and (5) was adopted in good faith and not as part of a plan or 
scheme to evade the prohibitions of Rule 10b5-1; and provided further that: (i) overlapping plans that would 
not be permitted under Rule 10b5-1 are prohibited; (ii) more than one single-trade plan in any 12-month 
period is prohibited unless permitted under Rule 10b5-1; (iii) the person adopting the trading plan acts in 
good faith with respect to the plan; (iv) for Directors and Executive Officers, any trade under such trading 
plan shall not occur until at least the later of (a) 90 days following trading plan adoption or modification of 
the amount, price, or timing of the purchase or sale of securities in the trading plan (each a “Material 
Modification”), or (b) two business days following the disclosure of the Company’s financial results on 
form 10-Q or 10-K for the fiscal quarter in which the trading plan was adopted or subject to a Material 
Modification (but not to exceed 120 days); and (v) for any persons other than Directors and Executive 
Officers, any trade under such trading plan shall not occur until at least 30 days following trading plan 
adoption or Material Modification. Directors and Executive Officers must include a representation in their 
Rule 10b5-1 plan certifying that: (i) they are not aware of any material nonpublic information; and (ii) they 
are adopting the plan in good faith and not as part of a plan or scheme to evade the prohibitions in Rule 
10b-5. 

4.2Partnership Distributions.  Nothing in this policy is intended to limit the ability of a venture capital partnership or other 
similar entity with which a Director is affiliated to distribute Company securities to its partners, members or other similar persons.  It is 
the responsibility of each affected Director and the affiliated entity, in consultation with their own counsel (as appropriate), to 
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determine the timing of any distributions, based on all relevant facts and circumstances and applicable securities laws.

4.3Underwritten Public Offering.  Nothing in this policy is intended to limit the ability of any person to sell Company 
securities as a selling stockholder in an underwritten public offering pursuant to an effective registration statement in accordance with 
applicable securities law.

5. REGULATION BTR

If the Company is required to impose a “pension fund blackout period” under Regulation BTR, each Director and Executive 
Officer shall not, directly or indirectly sell, purchase or otherwise transfer during such blackout period any equity securities of the 
Company acquired in connection with his or her service as a director or officer of the Company, except as permitted by Regulation 
BTR.

6. PENALTIES FOR VIOLATION

Violation of any of the foregoing rules is grounds for disciplinary action by the Company, including termination of 
employment.  In addition to any disciplinary actions the Company may take, insider trading can also result in administrative, civil or 
criminal proceedings which can result in significant fines and civil penalties, being barred from service as an officer or director of a 
public company, or imprisonment.

7. COMPANY ASSISTANCE AND EDUCATION

7.1Education.  The Company shall take reasonable steps designed to ensure that all Directors and employees of the Company 
are educated about, and periodically reminded of, the federal securities law restrictions and Company policies regarding insider 
trading.

7.2Assistance.  The Company shall provide reasonable assistance to all Directors and Executive Officers, as requested by 
such Directors and Executive Officers, in connection with the filing of Forms 3, 4 and 5 under Section 16 of the Exchange Act.  
However, the ultimate responsibility, and liability, for timely filing remains with the Directors and Executive Officers.

7.3Limitation on Liability.  None of the Company, the Chief Executive Officer, the Chief Financial Officer, the General 
Counsel or the Company’s other employees will have any liability for any delay in reviewing, or refusal of, a request to allow a pledge 
submitted pursuant to Section 2.3, a request for pre-clearance submitted pursuant to Section 3.3(a) or a trading plan submitted pursuant 
to Section 4.1.  Notwithstanding any pre-clearance of a transaction or trading plan pursuant to Section 3.3(a) or review of a trading 
plan pursuant to Section 4.1, none of the Company, the Chief Executive Officer, the Chief Financial Officer, the General Counsel, or 
any of the Company’s other employees or any Director assumes any liability for the legality or consequences of such transaction or 
trading plan to the person engaging in or adopting such transaction or trading plan.
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SUBSIDIARIES
 
 

Name   Jurisdiction
Rudolph Technologies, Inc.   U.S.A.
4D Technology Corporation   U.S.A.
Inspectrology LLC   U.S.A.
Lumina Instruments Inc.   U.S.A
Semilab USA LLC   U.S.A
Onto Innovation Japan Co. Ltd.   Japan
Onto Innovation (Shanghai) Trading Co., Ltd.   China
Onto Innovation Germany GmbH   Germany
Onto Innovation Hong Kong Limited   Hong Kong
Onto Innovation Europe, B.V.   Netherlands
Onto Innovation Switzerland GmBH   Switzerland
Onto Innovation Korea Ltd.   Korea
Onto Innovation Southeast Asia Pte. Limited   Singapore
Onto Innovation Ireland Limited   Ireland
Onto Innovation Malaysia Sdn. Bhd.   Malaysia
Onto Innovation Vietnam PTE Company Limited   Vietnam
Neta SAS   France
Liteq B.V.   Netherlands
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Consent of Independent Registered Public Accounting Firm

 
We consent to the incorporation by reference in the following Registration Statements:       
 
(1) Registration Statement (Form S-3 No. 333-291811) of Onto Innovation Inc.;
(2) Registration Statement (Form S-8 No. 333-291701) pertaining to Onto Innovation Inc. Nonqualified Deferred Compensation Plan; and 
(3) Registration Statement (Form S-8 No. 333-238492) pertaining to the Onto Innovation Inc. 2020 Employee Stock Purchase Plan.
    
of our reports dated February 24, 2026, with respect to the consolidated financial statements of Onto Innovation Inc. and the effectiveness of internal control over 
financial reporting of Onto Innovation Inc. included in this Annual Report (Form 10-K) of Onto Innovation Inc. for the year ended January 3, 2026.
 

 
 
 

/s/ Ernst & Young LLP 
 
Iselin, New Jersey
February 24, 2026
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Rule 13a-14(a) Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

 
I, Michael P. Plisinski, certify that:

1. I have reviewed this annual report on Form 10-K of Onto Innovation Inc.;

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

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

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

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

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

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent 
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, 
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the 
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably 
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control 
over financial reporting.

Date: February 24, 2026
 
 
    
    
   By: /s/ Michael P. Plisinski
   Michael P. Plisinski
   Chief Executive Officer
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Rule 13a-14(a) Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

 
I, Brian K. Roberts, certify that:

 
1. I have reviewed this annual report on Form 10-K of Onto Innovation Inc.;

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

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

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

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to 
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared;
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles;

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

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent 
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, 
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the 
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

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

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

Date: February 24, 2026
 
    
    
   By: /s/ Brian K. Roberts
   Brian K. Roberts
   Chief Financial Officer
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CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO 18 U.S.C. 
SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

 

I, Michael P. Plisinski, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Annual 
Report of Onto Innovation Inc. on Form 10-K for the year ended January 3, 2026 fully complies with the requirements of Section 13(a) or 15(d), as applicable, 
of the Securities Exchange Act of 1934 and that the information contained in the Annual Report on Form 10-K fairly presents in all material respects the 
financial condition and results of operations of Onto Innovation Inc.

 
Date: February 24, 2026

 
    
    
   By: /s/ Michael P. Plisinski
   Michael P. Plisinski
   Chief Executive Officer
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CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

 

I, Brian K. Roberts, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Annual Report of 
Onto Innovation  Inc. on Form 10-K for the year ended January 3, 2026 fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the 
Securities Exchange Act of 1934 and that the information contained in the Annual Report on Form 10-K fairly presents in all material respects the financial 
condition and results of operations of Onto Innovation Inc.
 
Date: February 24, 2026
 
 
    
    
   By: /s/ Brian K. Roberts
   Brian K. Roberts
   Chief Financial Officer

 


