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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of

1995, Section 27A of the Securities Act and Section 21E of the Securities Exchange Act. When used herein, the words believe, anticipate, plan,
expect, estimate, intend, may, see, will, would and similar expressions are intended to identify forward-looking statements altho

forward looking statements contain these identifying words. These forward-looking statements reflect management s current opinions and are

subject to certain risks and uncertainties that could cause actual results to differ materially from those stated or implied. MKS assumes no

obligation to update this information. Risks and uncertainties include, but are not limited to, those discussed in the section entitled Risk Factors

of this annual report on Form 10-K.

PART I

Item 1. Business

MKS Instruments, Inc. (the Company or MKS ) was founded in 1961 as a Massachusetts corporation. We are a global provider of instruments,
subsystems and process control solutions that measure, control, power, monitor and analyze critical parameters of advanced manufacturing
processes to improve process performance and productivity. We also provide services relating to the maintenance and repair of our products,
software maintenance, installation services and training.

We group our products into three groups of similar products based upon the similarity of product function. These three groups of products are:
Instruments, Control and Vacuum Products; Power and Reactive Gas Products; and Analytical Solutions Products. Our products are derived
from our core competencies in pressure measurement and control, materials delivery, gas composition analysis, control and information
technology, power and reactive gas generation and vacuum technology. Our products are used in diverse markets, applications and processes.
Our primary served markets are manufacturers of capital equipment for semiconductor devices, and for other thin film applications, including
flat panel displays, solar cells light emitting diodes ( LEDs ), data storage media, and other advanced coatings. We also leverage our technology
in other markets with advanced manufacturing applications, including medical equipment, pharmaceutical manufacturing, energy generation and
environmental monitoring.

Effective January 1, 2015, we changed the structure of our reportable segments based upon how the information is provided to our Chief
Operating Decision Maker. Our four reportable segments prior to the change in structure were: Advanced Manufacturing Capital Equipment,
Analytical Solutions Group, Europe Region Sales & Service and Asia Region Sales & Service. Our current structure still reflects four reportable
segments, however, the composition of the segments has changed.

Our current reportable segments are Advanced Manufacturing Capital Equipment, Global Service, Asia Region Sales and Other. The primary
change to the segment structure was to separate worldwide service from product sales and create a separate reportable segment known as Global
Service. Product sales in the Advanced Manufacturing Capital Equipment segment remained with that segment. Asia product sales became a
separate reportable segment. The product sales from the operating segments that made up the Analytical Solutions Group and Europe Region
Sales were combined into the Other segment and are not reported separately, as they are individually immaterial and collectively remain below
the separate segment guidelines. We report corporate expenses and certain intercompany pricing transactions in a Corporate and Eliminations
reconciling column.

The Advanced Manufacturing Capital Equipment segment includes the development, manufacture and sales of instruments, control and vacuum
products; and power and reactive gas products, all of which are utilized in semiconductor processing and other similar advanced manufacturing
processes. Sales in this segment include both external sales and intercompany product sales, which are recorded at transfer prices in accordance
with applicable tax requirements. The Global Service segment includes the worldwide servicing of instruments,
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control and vacuum products, power and reactive gas products and certain other product groups, all of which are utilized in semiconductor
processing and other similar advanced manufacturing processes. The Asia Region Sales segment mainly includes sale of products that are
re-sold from the Advanced Manufacturing Capital Equipment and Other segments into Asia regions. The Other segment includes operating
segments that are not required to be reported separately as reportable segments and includes sales of products that are re-sold from the Advanced
Manufacturing Capital Equipment into Europe regions as well as sales from other operating segments.

For further information on our segments please see Note 21 to the Notes to the Consolidated Financials contained in this Annual Report on Form
10-K.

Since our inception, we have focused on satisfying the needs of our customers by establishing long-term, collaborative relationships. We have a
diverse base of customers that includes manufacturers of semiconductor capital equipment and semiconductor devices; thin film equipment,
process industries, environmental monitoring, life science and other advanced manufacturing companies, as well as university, government and
industrial research laboratories.

We file reports, proxy statements and other documents with the Securities and Exchange Commission ( SEC ). You may read and copy any
document we file at the SEC Headquarters at the Office of Investor Education and Assistance, 100 F Street, NE, Washington, D.C. 20549. You
should call 1-800-SEC-0330 for more information on the public reference room. Our SEC filings are also available to you on the SEC s internet
site at http://www.sec.gov.

Our internet address is http://www.mksinst.com. We are not including the information contained in our website as part of, or incorporating it by
reference into, this annual report on Form 10-K. We make available free of charge through our internet site our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to these reports filed or furnished pursuant to Section 13(a) or
15(d) of the Securities Exchange Act of 1934, as amended (the Exchange Act ), as soon as reasonably practicable after we electronically file such
materials with, or furnish them to, the SEC.

Recent Events

On February 23, 2016, we announced that we had entered into a definitive agreement to acquire Newport Corporation ( Newport ), a worldwide
leader in photonics solutions. Pursuant to the merger agreement, and subject to the terms and conditions contained therein, at the closing of the
acquisition, we will acquire all of the outstanding shares of Newport for a purchase price of approximately $980 million in cash. The parties
obligations to consummate the acquisition are subject to customary closing conditions, including required approvals for the transaction from
governmental authorities and approval from Newport s shareholders. Our obligations under the merger agreement are not subject to any
financing condition.

Markets and Applications

We are focused on improving process performance and productivity by measuring, controlling, powering, monitoring and analyzing advanced
manufacturing processes in semiconductor, thin film and certain other advanced market sectors. Approximately 69%, 70% and 68% of our net
revenues for the years 2015, 2014 and 2013, respectively, were from sales to semiconductor capital equipment manufacturers and semiconductor
device manufacturers. Approximately 31%, 30% and 32% of our net revenues in the years 2015, 2014 and 2013, respectively, were from other
advanced manufacturing applications. These include, but are not limited to, thin film processing equipment applications such as flat panel
displays; LEDs, solar cells, data storage media and other thin film coatings; as well as medical equipment, pharmaceutical manufacturing,
energy generation and environmental monitoring processes; other industrial manufacturing; and university, government and industrial research
laboratories.

During the years 2015, 2014 and 2013, international net revenues accounted for approximately 44%, 43% and 46% of our total net revenues,
respectively. Net revenues from our Japan and Korea subsidiaries were 21%,
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20% and 20% of our total net revenues for the years 2015, 2014 and 2013, respectively. Long-lived assets, excluding long-term tax-related
accounts located in the U.S., were $56.6 million, $57.7 million and $60.7 million as of December 31, 2015, 2014 and 2013, respectively.
Long-lived assets, excluding long-term tax-related accounts located outside of the U.S., were $14.7 million, $17.0 million, and $19.0 million as
of December 31, 2015, 2014 and 2013, respectively.

Semiconductor Manufacturing Applications

The majority of our sales are derived from products sold to semiconductor capital equipment manufacturers and semiconductor device
manufacturers. Our products are used in the major semiconductor processing steps such as depositing thin films of material onto silicon wafer
substrates and etching and cleaning circuit patterns. In addition, we provide specialized instruments and software to monitor and analyze process
performance.

We anticipate that the semiconductor manufacturing market will continue to account for a substantial portion of our sales. While the
semiconductor device manufacturing market is global, major semiconductor capital equipment manufacturers are concentrated in China, Japan,
Korea, Taiwan and the United States.

Other Advanced Manufacturing Applications

Our products are used in the manufacture of flat panel displays, LEDs, data storage media, solar cells and other coating applications, including
architectural glass, that require the same or similar thin film processes as semiconductor manufacturing.

Flat Panel Display Manufacturing

Flat panel displays are used in electronic hand-held devices, laptop computers, desktop computer monitors and television sets. We sell products
to flat panel display equipment manufacturers and to end-users in the flat panel display market. Major manufacturers of flat panel displays are
concentrated in China, Japan, Korea and Taiwan, and major manufacturers of flat panel display equipment are concentrated in China, Japan,

Korea and the United States. The transition to larger panel sizes and higher display resolution is driving the need for improved process control to
reduce defects.

Light Emitting Diodes

LEDs are made using vacuum processes similar to semiconductor chip manufacturing. Because of their high brightness and long life, as well as
environmentally friendly benefits such as lower power consumption, LEDs have experienced rapid acceptance in back side lighting of flat screen
television displays and in general lighting applications.

Solar Cells

Our products are used in crystalline silicon and thin film processes to manufacture photovoltaic cells. Crystalline silicon technology requires
wafer based deposition systems and is currently the dominant manufacturing technology in the solar panel industry.

Data Storage Media

Our products are used to manufacture storage media that store and read data magnetically; optical storage media that store and read data using
laser technology; hard disks; data storage devices; and digital video discs.

The transition to higher density storage capacity requires manufacturing processes incorporating tighter process controls. Major manufacturers
of storage media are concentrated in Japan and the Asia Pacific region, and major manufacturers of storage media capital equipment are
concentrated in Europe, Korea and the United States.
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Other Advanced Coatings

Thin film coatings for diverse applications such as architectural glass and packaging are deposited using processes similar to those used in
semiconductor manufacturing. Thin film processing manufacturers are concentrated in Europe, Korea and the United States.

Other Advanced Applications

Our products are used in other advanced applications, including energy generation and environmental monitoring processes such as nuclear fuel
processing, fuel cell research, greenhouse gas monitoring, and chemical agent detection; medical instrument sterilization; consumable medical
supply manufacturing and pharmaceutical applications. Our power delivery products are also incorporated into other end-market products such
as medical imaging equipment. In addition, our products are sold to government, university and industrial laboratories for vacuum applications
involving research and development in materials science, physical chemistry and electronics materials. Major equipment and process providers
and research laboratories are concentrated in Europe, Korea and the United States.

Product Groups

We group our products into three product groups, based upon the similarity of the product function, type of product and manufacturing
processes. These three groups of products are: Instruments, Control and Vacuum Products; Power and Reactive Gas Products; and Analytical
Solutions Products.

Instruments, Control and Vacuum Products

This group of products includes pressure and vacuum measurement solutions, materials delivery products, automation and control products and
vacuum products.

Pressure and Vacuum Measurement Solutions. Each of our pressure measurement and control product lines consists of products that are
designed for a variety of pressure ranges and accuracies.

Baratron® Pressure Measurement Products. These products are typically used to measure the pressure of the gases being distributed upstream
of the process chambers, process chamber pressures and pressures between process chambers, vacuum pumps and exhaust lines. We believe we
offer the widest range of gas pressure measurement instruments in the semiconductor and advanced thin film materials processing industries.

Automatic Pressure and Vacuum Control Products. These products enable precise control of process pressure by electronically actuating
valves that control the flow of gases in and out of the process chamber to minimize the difference between desired and actual pressure in the
chamber.

In most cases, Baratron® pressure measurement instruments provide the pressure input to the automatic pressure control device. Together, these
components create an integrated automatic pressure control subsystem. Our pressure control products can also accept inputs from other
measurement instruments, enabling the automatic control of gas input or exhaust based on parameters other than pressure.

Vacuum Gauging Products. We offer a wide range of vacuum instruments consisting of vacuum measurement sensors and associated power
supply and readout units as well as transducers where the sensor and electronics are integrated within a single package. These gauges

® . . .
complement our Baratron  capacitance manometers for medium and high vacuum ranges.

Granville-Phillips® Gauges. Our indirect gauges use thermal conductivity and ionization gauge technologies to measure pressure and vacuum
levels, and our direct gauges use the pressure measurement technology of a Micro-electromechanical systems (MEMS)-based piezo sensor.
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Materials Delivery Products. Each of our materials delivery product lines combines MKS flow, pressure measurement and control
technologies to provide customers with integrated subsystems and precise control capabilities that are optimized for a given application.

Flow Measurement and Control Products. Flow measurement products include gas flow measurement products based upon thermal
conductivity and pressure technologies. The flow control products combine the flow measurement device with valve control elements based
upon solenoid, piezo-electric and piston pump technologies. These products measure and automatically control the mass flow rate of gases into
the process chamber.

Valve Products. Our vacuum valves are used for vacuum isolation of vacuum lines, load locks, vacuum chambers and pumps for chamber
isolation and vacuum containment. The MKS family of vacuum isolation valves include bellows and ball valves, manual, pneumatic and
electro-pneumatic actuated valves in heated or unheated angle and inline configurations, safety shut off valves and soft start valves. Our pressure
control valve line includes butterfly, vane and poppet throttle valves with integrated control subsystems.

Automation and Control Products. We design and manufacture a suite of products that allow semiconductor and other manufacturing
customers to better control their processes through computer-controlled automation. These products include automation platforms,
programmable automation controllers, temperature controllers, software solutions for automation, I/O and distributed programmable 1/O,
gateways and connectivity products.

Automation and control products are used to connect sensors, actuators and subsystems to the chamber and system control computers. They
support a variety of industry-standard connection methods as well as conventional discrete digital and analog signals. Chamber and system
control computers process these signals in real time and allow customers to precisely manage the process conditions.

Connecting sensors, chambers and tools to the factory network is essential for improving quality and productivity. Our connectivity products
allow information to flow from the process sensors and subsystems and from the process tool control computer to the factory network. By
enabling this information flow, we believe that we help customers optimize their processes through advanced process control, and diagnose
equipment problems from a remote location, which is referred to as e-diagnostics.

Vacuum Products. This group of products consists of vacuum technology products, including vacuum containment components, effluent
management subsystems and custom stainless steel chambers, vessels and pharmaceutical process equipment hardware and housings.

Stainless Steel Components, Process Solutions and Custom Stainless Steel Hardware. Our vacuum process solutions consist of vacuum
fittings, traps and heated lines that are used downstream from the process chamber to control process effluent gases by preventing condensable
materials from depositing particles near or back into the process chamber.

Custom Vacuum Solutions. Our design and manufacturing facilities build high purity chambers for material and thin film coating processes.
We design and build custom panels, weldments, American Society of Manufacturing Engineers vessels and housings, as well as a line of
Bioprocessing Equipment Standard certified components for biopharmaceutical processes.

Power and Reactive Gas Products

This group of products includes power delivery and reactive gas generation products used in semiconductor and other thin film applications and
in medical imaging equipment applications.
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Power Delivery Products. We design and manufacture microwave, direct current and radio frequency power delivery systems as well as radio
frequency matching networks and metrology products. In the semiconductor, thin film and other market sectors, our power supplies are used to
provide energy to various etching, stripping and deposition processes. Our power amplifiers are also used in medical imaging equipment.

Reactive Gas Generation Products. We design and manufacture reactive gas generation products, which create reactive species. A reactive
species is an atom or molecule in an unstable state, which is used to facilitate various chemical reactions in processing of thin films (deposition
of films, etching and cleaning of films and surface modifications). A number of different technologies are used to create reactive gas including
different plasma technologies and barrier discharge technologies.

Our reactive gas products include ozone generators and subsystems used for deposition of insulators onto semiconductor devices, ozonated
water delivery systems for advanced semiconductor wafer and flat panel display and solar panel cleaning, microwave plasma based products for
photo resist removal and food and beverage applications and a line of remote plasma generators which provide reactive gases for a wide range of
semiconductor, flat panel and other thin film process applications.

As materials are deposited on wafers, films, or solar cells, the deposited material also accumulates on the walls of the vacuum process chamber.
Our atomic fluorine generators are used to clean the process chambers between deposition steps to reduce particulates and contamination caused
by accumulated build up on the chamber walls.

Analytical Solutions Products
This group of products includes gas composition analysis products as well as information technology products and custom vacuum solutions.

Gas Composition Analysis Products. Gas composition analysis instruments are sold to a wide variety of industries including the engine
development, environmental emissions monitoring, air safety monitoring and semiconductor industries.

Mass Spectrometry-Based Gas Composition Analysis Instruments. These products are based on quadrupole mass spectrometer sensors that
separate gases based on molecular weight. These sensors include built-in electronics and software that analyzes the composition of background
and process gases in the process chamber. These instruments are provided both as bench top laboratory systems and as process gas monitoring
systems used in the diagnosis of semiconductor manufacturing process systems.

Fourier Transform Infra-Red (FTIR) Based Gas Composition Analysis Products. FTIR-based products provide information about the
composition of gases by measuring the absorption of infra-red light as it passes through the sample being measured. Gas analysis applications
include measuring the compositions of mixtures of reactant gases; measuring the purity of individual process gases; measuring the composition
of process exhaust gas streams to determine process health; monitoring emissions to ensure environmental compliance and monitoring ambient
air for safety. These instruments are provided as stand-alone monitors and as process gas monitoring systems.

Tunable Filter Spectroscopy (TFS ) Products. The TFS sensor platform consists of a light source, a sample cell (for gases, liquids or solids), a
wavelength separating element (spectrometer) and a photo-detector. A wavelength separating element slices the wavelength components of the
broadband light source which then interacts with the sample molecules. The resulting spectrum acts as fingerprints which are used to identify
sample components and/or quantify the sample composition. Our TFS products provide real-time gas analysis in the natural gas analysis and
hydrocarbon processing industries.
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Mass spectrometry-based, FTIR-based and TFS-based gas monitoring systems can indicate out-of-bounds conditions, such as the presence of
undesirable contaminant gases and water vapor or out-of-tolerance amounts of specific gases in the process, which alert operators to diagnose
and repair faulty equipment.

Information Technology Products. We design software products including design of experiment and multivariate analysis software, quality
prediction, optimization, interactive decision-making, advanced process control, and early fault detection for analyzing large and complex data
sets. Our focus is on providing solutions which improve the quality and yield of manufacturing processes for the pharmaceutical, biotech and
other industries.

Custom Vacuum Solutions. Our fabrication facility builds precision machined components and electromechanical assemblies for the
analytical instrument, scientific, semiconductor and medical industries to ultra-high vacuum standards.

Customers

Our largest customers include leading semiconductor capital equipment manufacturers such as Applied Materials, Inc. and Lam Research
Corporation. Revenues to our top ten customers accounted for approximately 49%, 50% and 46% of our net revenues for the years 2015, 2014
and 2013, respectively. Applied Materials, Inc. accounted for approximately 18%, 19% and 17% and Lam Research Corporation accounted for
13%, 13% and 12% of our net revenues for the years 2015, 2014 and 2013, respectively.

Sales, Marketing, Service and Support

Our worldwide sales, marketing, service and support organization is critical to our strategy of maintaining close relationships with
semiconductor capital equipment and device manufacturers and manufacturers of other advanced applications. We sell our products primarily
through our direct sales force. As of December 31, 2015, we had 168 sales employees worldwide, located in China, Germany, Italy, Japan,
Korea, the Netherlands, Singapore, Sweden, Taiwan, the United Kingdom and the United States. We also maintain sales representatives and
agents in a number of countries, who supplement our direct sales force. We maintain a marketing staff that identifies customer requirements,
assists in product planning and specifications, and focuses on future trends in semiconductor and other markets.

As semiconductor device manufacturers have become increasingly sensitive to the significant costs of system downtime, they have required that
suppliers offer comprehensive local repair service and close customer support. Manufacturers require close support to enable them to repair,
modify, upgrade and retrofit their equipment to improve yields and adapt new materials or processes. To meet these market requirements,
technical support is provided from offices located in China, Germany, Japan, Korea, Singapore, Taiwan, the United Kingdom and the United
States. Repair and calibration services are provided at nineteen internal service depots and six authorized service providers located worldwide.
We typically provide warranties for one to three years, depending upon the type of product, with the majority of our products ranging from one
to two years.

Research and Development

Our products incorporate sophisticated technologies to power, measure, control and monitor increasingly complex gas-related semiconductor
and other advanced manufacturing processes, thereby enhancing uptime, yield and throughput for our customers. Our products have
continuously advanced as we strive to meet our customers evolving needs. We have developed, and continue to develop, new products to
address industry trends, such as the shrinking of integrated circuit critical dimensions to 14 nanometers and below and, in the flat panel display
and solar markets, the transition to larger substrate sizes, which require more advanced process control technology. In addition, we have
developed, and continue to develop, products that support the migration to new classes of materials, ultra-thin layers, and new structures such as
copper for low resistance conductors,
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high-k dielectric materials for capacitors and gates and low-k dielectric materials for low loss insulators and 3D structures that are used in small
geometry manufacturing. We involve our marketing, engineering, manufacturing and sales personnel in the development of new products in
order to reduce the time to market for new products. Our employees also work closely with our customers development personnel, helping us to
identify and define future technical needs on which to focus research and development efforts. We support research at academic institutions
targeted at advances in materials science and semiconductor process development.

As of December 31, 2015, we had 363 research and development employees, primarily located in the United States. Our research and
development expenses were $68.3 million, $62.9 million and $63.6 million for the years 2015, 2014 and 2013, respectively. Our research and
development efforts include numerous projects, none of which are individually material, and generally have a duration of 3 to 30 months
depending upon whether the product is an enhancement of existing technology or a new product. Our current initiatives include projects to
enhance the performance characteristics of older products, to develop new products and to integrate various technologies into subsystems.

Manufacturing

Our manufacturing facilities are located in the China, Germany, Israel, Italy, Korea, Mexico, the United Kingdom and the United States.
Manufacturing activities include the assembly and testing of components and subassemblies, which are integrated into our products. We
outsource some of our subassembly work. We purchase a wide range of electronic, mechanical and electrical components, some of which are
designed to our specifications. We consider our lean manufacturing techniques and responsiveness to customers significantly fluctuating product
demands to be a competitive advantage. As of December 31, 2015, we had 1,324 manufacturing related employees, located mostly in China and
the United States.

Competition

The market for our products is highly competitive. Principal competitive factors include:

historical customer relationships;

product quality, performance and price;

breadth of product line;

manufacturing capabilities; and

customer service and support.

Although we believe that we compete favorably with respect to these factors, there can be no assurance that we will continue to do so.

We encounter substantial competition in most of our product lines, although no single competitor competes with us across all product lines.
Certain of our competitors may have greater financial and other resources than we do. In some cases, competitors are smaller than we are, but
are well established in specific product niches. Hitachi Ltd. and Horiba Ltd. offer materials delivery products that compete with our product line
of mass flow controllers. Nor-Cal Products, Inc. and VAT, Inc. offer products that compete with our vacuum components. Inficon, Inc. offers
products that compete with our vacuum measurement and gas analysis products and our vacuum gauging products. Advanced Energy Industries,
Inc. offers products that compete with our power delivery and reactive gas generator products.

Patents and Other Intellectual Property Rights

We rely on a combination of patent, copyright, trademark and trade secret laws and license agreements to establish and protect our proprietary
rights. As of December 31, 2015, we owned 376 U.S. patents and 696
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foreign patents that expire at various dates through 2035. As of December 31, 2015, we had 77 pending U.S. patent applications. Foreign
counterparts of certain U.S. applications have been filed or may be filed at the appropriate time.

We require each of our employees, including our executive officers, to enter into standard agreements pursuant to which the employee agrees to
keep confidential all of our proprietary information and to assign to us all inventions while they are employed by us.

Employees

As of December 31, 2015, we employed 2,181 persons. We believe that our ongoing success depends upon our continued ability to attract and
retain highly skilled employees for whom competition is intense. None of our employees is represented by a labor union or is party to a
collective bargaining agreement. We believe that our employee relations are good.

Acquisitions

On March 17, 2015, we acquired Precisive, LLC ( Precisive ) for $12.1 million, net of cash acquired of $0.4 million. Precisive is an innovative
developer of optical analyzers based on Tunable Filter Spectroscopy, which provide real-time gas analysis in the natural gas and hydrocarbon
processing industries, including refineries, hydrocarbon processing plants, gas-to-power machines, biogas processes and fuel gas transportation
and metering, while delivering customers a lower total cost of ownership.

On May 30, 2014, we acquired Granville-Phillips ( GP ), a division of Brooks Automation, Inc., for $87 million. GP is a leading global provider
of vacuum measurement and control instruments to the semiconductor, thin film and general industrial markets.

On March 12, 2013, we acquired Alter S.r.l. ( Alter ) located in Reggio Emilia, Italy. Alter develops advanced microwave power generators,
components and systems for industrial microwave heating, microwave plasma coating and semiconductor applications. The purchase price, net
of cash acquired and after final debt and working capital post-closing adjustments, was $2.4 million.

Item 1A.  Risk Factors
The following factors could materially affect MKS business, financial condition or results of operations and should be carefully considered in
evaluating our company and our business, in addition to other information presented elsewhere in this report.

Our business depends substantially on capital spending in the semiconductor industry, which is characterized by periodic fluctuations that
may cause a reduction in demand for our products.

Approximately 69%, 70% and 68% of our net revenues for the years 2015, 2014 and 2013, respectively, were from sales to semiconductor
capital equipment manufacturers and semiconductor device manufacturers, and we expect that sales to such customers will continue to account
for a substantial portion of our sales. Our business depends upon the capital expenditures of semiconductor device manufacturers, which in turn
depends upon the demand for semiconductors.

Historically, the semiconductor market has been highly cyclical and has experienced periods of overcapacity, resulting in significantly reduced
demand for capital equipment, which may result in lower gross margins due to reduced absorption of manufacturing overhead. In addition, many
semiconductor manufacturers have operations and customers in Asia, a region that in past years has experienced serious economic problems
including currency devaluations, debt defaults, lack of liquidity and recessions.

10
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The cyclicality of the semiconductor market is demonstrated by the changes in sales to semiconductor capital equipment and device
manufacturers in past years. For example, our sales to semiconductor capital equipment manufacturers and semiconductor device manufacturers
increased by 3%, 19% and 14% in 2015, 2014 and 2013, respectively. We cannot be certain of the timing or magnitude of future semiconductor
industry downturns or recoveries. A decline in the level of orders as a result of any downturn or slowdown in the semiconductor capital
equipment industry could have a material adverse effect on our business, financial condition and results of operations.

Our quarterly operating results have fluctuated, and are likely to continue to vary significantly, which may result in volatility in the market
price of our common stock.

A substantial portion of our shipments occurs shortly after an order is received and therefore, we operate with a low level of backlog. As a result,
a decrease in demand for our products from one or more customers could occur with limited advance notice and could have a material adverse
effect on our results of operations in any particular period. A significant percentage of our expenses are fixed and based in part on expectations
of future net revenues. The inability to adjust spending quickly enough to compensate for any shortfall would magnify the adverse impact of a
shortfall in net revenues on our results of operations. Factors that could cause fluctuations in our net revenues include:

the timing of the receipt of orders from major customers;

shipment delays;

disruption in sources of supply;

seasonal variations in capital spending by customers;

production capacity constraints; and

specific features requested by customers.
In addition, our quarterly operating results may be adversely affected due to charges incurred in a particular quarter, for example, relating to
inventory obsolescence, warranty, bad debt or asset impairments.

As a result of the factors discussed above, it is likely that we may in the future experience quarterly or annual fluctuations and that, in one or
more future quarters, our operating results may fall below the expectations of public market analysts or investors. In any such event, the price of
our common stock could fluctuate or decline significantly.

The loss of net revenues from any one of our major customers would likely have a material adverse effect on us.

Our top ten customers accounted for approximately 49%, 50% and 46% of our net revenues for the years 2015, 2014 and 2013, respectively.
One customer, Applied Materials, Inc., accounted for approximately 18%, 19% and 17% of our net revenues for the years 2015, 2014 and 2013,
respectively, and another customer, Lam Research Corporation, accounted for 13%, 13% and 12% of our net revenues for the years 2015, 2014
and 2013, respectively. The loss of a major customer or any reduction in orders by these customers, including reductions due to market or
competitive conditions, would likely have a material adverse effect on our business, financial condition and results of operations. None of our
significant customers has entered into an agreement with us requiring it to purchase any minimum quantity of our products. The demand for our
products from our semiconductor capital equipment customers depends on the cyclicality of our served markets, specifically semiconductor
device manufacturer customers.

Attempts to lessen the adverse effect of any loss or reduction of net revenues through the rapid addition of new customers could be difficult
because prospective customers typically require lengthy qualification periods prior to placing volume orders with a new supplier. Our future
success will continue to depend upon:
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our ability to attract new customers and satisfy any required qualification periods;

11

Table of Contents

16



Edgar Filing: MKS INSTRUMENTS INC - Form 10-K

Table of Conten

our ability to introduce new products in a timely manner for existing and new customers; and

the successes of our customers in creating demand for their capital equipment products that incorporate our products.
As part of our business strategy, we have entered into and may enter into or seek to enter into business combinations and acquisitions that
may be difficult and costly to integrate, may be disruptive to our business, may dilute stockholder value or may divert management attention.

We have made acquisitions and, as a part of our business strategy, we may enter into additional business combinations and acquisitions.
Acquisitions are typically accompanied by a number of risks, including the difficulty of integrating the operations, technology and personnel of
the acquired companies, the potential disruption of our ongoing business and distraction of management, possible internal control weaknesses of
the acquired companies, expenses related to the acquisition and potential unknown liabilities associated with acquired businesses. We may also
be placed at a competitive disadvantage by selling products in markets and geographies that are new to us. In addition, if we are not successful in
completing acquisitions that we may pursue in the future, we may be required to re-evaluate our growth strategy, and we may incur substantial
expenses and devote significant management time and resources in seeking to complete proposed acquisitions that may not generate benefits for
us.

In addition, with future acquisitions, we could use substantial portions of our available cash as all or a portion of the purchase price. We could
also issue additional securities as consideration for these acquisitions, which could cause significant stockholder dilution, or obtain debt
financing, which could reduce our future cash flow, without achieving the desired accretion to our business. Further, our prior acquisitions and
any future acquisitions may not ultimately help us achieve our strategic goals and may pose other risks to us.

As aresult of our previous acquisitions, we have several different decentralized operating and accounting systems. We will need to continue to
modify our accounting policies, internal controls, procedures and compliance programs to provide consistency across all of our operations. In
order to increase efficiency and operating effectiveness and improve corporate visibility into our decentralized operations, we are currently
implementing a worldwide Enterprise Resource Planning ( ERP ) system. We expect to continue to implement the ERP system in phases over the
next few years. Any future implementations may risk potential disruption of our operations during the conversion periods and the
implementations could require significantly more management time and higher implementation costs than currently estimated.

Risk related to the acquisition of Newport

On February 23, 2016, we announced that we had entered into a definitive agreement to acquire Newport, a worldwide leader in photonics
solutions. Pursuant to the merger agreement, and subject to the terms and conditions contained therein, at the closing of the acquisition, we will
acquire all of the outstanding shares of Newport for a purchase price of approximately $980 million in cash. The parties obligations to
consummate the transaction are subject to customary closing conditions, including required approvals for the transaction from governmental
authorities and approval from Newport s shareholders. The failure to satisfy all of the required conditions could delay the completion of the
acquisition for a significant period of time or prevent it from occurring. Any delay in completing the acquisition could cause us to not realize
some or all of the benefits that we expect to achieve if the acquisition is successfully completed within our expected timeframe. If we are unable
to complete the proposed acquisition, we may have incurred substantial expenses and diverted significant management time and resources from
our ongoing business. There can be no assurance that the conditions to the closing of the transaction will be satisfied or waived or that the
transaction will be completed.

We are operating and, until the completion of the acquisition, will continue to operate, independently of Newport. It is possible that the
pendency of the acquisition could result in the loss of key employees, higher than expected costs, diversion of management attention, the
disruption of our ongoing businesses or inconsistencies in
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standards, controls, procedures and policies that adversely affect the combined company s ability to maintain relationships with customers,
vendors and employees or to achieve the anticipated benefits and cost savings of the acquisition.

Our obligations under the merger agreement are not subject to any financing condition. In connection with the proposed acquisition, we entered
into a debt commitment letter with Barclays Bank PLC, Deutsche Bank Securities Inc. and Deutsche Bank AG New York Branch (the

Commitment Parties ) to obtain credit facilities in the aggregate principal amount of up to $800 million to finance, in part, the acquisition and a
$50 million asset-based revolving credit facility for working capital purposes, as needed. The obligations of the Commitment Parties under the
commitment letter are subject to certain conditions. We can provide no assurance that the Commitment Parties will ultimately provide the
financing as contemplated by the commitment letter or that the terms of any indebtedness we incur will not be less favorable to us than we
expect.

We will incur transaction fees, including legal, regulatory and other costs associated with closing the transaction, as well as expenses related to
formulating and implementing integration plans, including facilities and systems consolidation costs and employment-related costs. Although we
expect that the elimination of duplicative costs, as well as the realization of other efficiencies related to the integration of the businesses, should
allow us to offset transaction and integration-related costs over time, this net benefit may not be achieved in the near term, or at all.

The success of the Newport acquisition, if completed, will depend, in part on our ability to realize the anticipated business opportunities and
growth prospects from combining our business with that of Newport. We may never realize these business opportunities and growth prospects.
We might experience increased competition that limits our ability to expand our business. Integrating operations will be complex and will
require significant efforts and expenditures on the part of both us and Newport. Combining our businesses could make it more difficult to
maintain relationships with customers, employees or suppliers. If we are unable to successfully or timely integrate the operations of Newport s
business into our business, we may be unable to realize the revenue growth, synergies and other anticipated benefits resulting from the
acquisition and our business could be adversely affected.

Risk relating to the increased indebtedness we will incur in connection with the acquisition of Newport.

The indebtedness we expect to incur in connection with the acquisition of Newport could have the effect, among other things, of reducing our
flexibility to respond to changing business and economic conditions and increasing interest expense. We will also incur various costs and
expenses associated with our indebtedness. The amount of cash required to pay interest on our increased indebtedness levels following
completion of the acquisition, and thus the demands on our cash resources, will be greater than the amount of cash flows required to service our
indebtedness prior to the transaction. The increased levels of indebtedness following completion of the acquisition could also reduce funds
available for working capital, capital expenditures, acquisitions and other general corporate purposes and may create competitive disadvantages
relative to other companies with lower debt levels. If we do not achieve the expected benefits and cost savings from the acquisition, or if the
financial performance of the combined company does not meet current expectations, then our ability to service our indebtedness may be
adversely impacted.

Certain indebtedness to be incurred in connection with the acquisition may bear interest at variable interest rates. If interest rates increase,
variable rate debt will create higher debt service requirements, which could adversely affect our cash flows. In addition, our credit ratings affect
the cost and availability of future borrowings and, accordingly, our cost of capital. Our ratings reflect each rating organization s opinion of our
financial strength, operating performance and ability to meet our debt obligations. In connection with the debt financing, it is anticipated that we
will seek ratings of its indebtedness from one or more nationally recognized statistical rating organizations. There can be no assurance that we
will achieve a particular rating or maintain a particular rating in the future. Moreover, we may be required to raise substantial additional
financing to fund working
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capital, capital expenditures, acquisitions or other general corporate requirements. Our ability to arrange additional financing or refinancing will
depend on, among other factors, our financial position and performance, as well as prevailing market conditions and other factors beyond our
control. There can be no assurance that we will be able to obtain additional financing or refinancing on terms acceptable to us or at all.

In addition, while we expect that the indebtedness will not affect our ability to pay quarterly dividends in the future, the terms of the definitive
agreements that will govern the indebtedness could negatively impact our ability to do so in certain circumstances.

An inability to convince semiconductor device manufacturers to specify the use of our products to our customers that are semiconductor
capital equipment manufacturers would weaken our competitive position.

The markets for our products are highly competitive. Our competitive success often depends upon factors outside of our control. For example, in
some cases, particularly with respect to mass flow controllers, semiconductor device manufacturers may direct semiconductor capital equipment
manufacturers to use a specified supplier s product in their equipment. Accordingly, for such products, our success will depend in part on our
ability to have semiconductor device manufacturers specify that our products be used at their semiconductor fabrication facilities. In addition,
we may encounter difficulties in changing established relationships of competitors that already have a large installed base of products within
such semiconductor fabrication facilities.

If our products are not designed into successive generations of our customers products, we will lose significant net revenues during the
lifespan of those products.

New products designed by capital equipment manufacturers typically have a lifespan of five to ten years. Our success depends on our products
being designed into new generations of equipment. We must develop products that are technologically advanced so that they are positioned to be
chosen for use in each successive generation of capital equipment. If customers do not choose our products, our net revenues may be reduced
during the lifespan of our customers products. In addition, we must make a significant capital investment to develop products for our customers
well before our products are introduced and before we can be sure that we will recover our capital investment through sales to the customers in
significant volume. We are thus also at risk during the development phase that our products may fail to meet our customers technical or cost
requirements and may be replaced by a competitive product or alternative technology solution. If that happens, we may be unable to recover our
development costs.

The semiconductor industry is subject to rapid demand shifts which are difficult to predict. As a result, our inability to expand our
manufacturing capacity or reduce our fixed costs in response to these rapid shifts may cause a reduction in our market share.

Our ability to increase sales of certain products depends in part upon our ability to expand our manufacturing capacity for such products in a
timely manner. If we are unable to expand our manufacturing capacity on a timely basis or to manage such expansion effectively, our customers
could implement our competitors products and, as a result, our market share could be reduced. Because the semiconductor industry is subject to
rapid demand shifts, which are difficult to foresee, we may not be able to increase capacity quickly enough to respond to a rapid increase in
demand. Additionally, capacity expansion could increase our fixed operating expenses and if sales levels do not increase to offset the additional
expense levels associated with any such expansion, our business, financial condition and results of operations could be materially adversely
affected.

Manufacturing interruptions or delays could affect our ability to meet customer demand and lead to higher costs, while the failure to
estimate customer demand accurately could result in excess or obsolete inventory.

Our business depends on its timely supply of equipment, services and related products that meet the rapidly changing technical and volume
requirements of our customers, which depends in part on the timely delivery of
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parts, components and subassemblies (collectively, parts ) from suppliers, including contract manufacturers. Cyclical industry conditions and the
volatility of demand for manufacturing equipment increase capital, technical, operational and other risks for us and for companies throughout
our supply chain. We may also experience significant interruptions of our manufacturing operations, delays in our ability to deliver products or
services, increased costs or customer order cancellations as a result of:

volatility in the availability and cost of materials, including rare earth elements;

information technology or infrastructure failures; and

natural disasters or other events beyond our control (such as earthquakes, floods or storms, regional economic downturns, pandemics,

social unrest, political instability, terrorism, or acts of war), particularly where we conduct manufacturing.
In addition, if we need to rapidly increase our business and manufacturing capacity to meet increases in demand or expedited shipment
schedules, this may exacerbate any interruptions in our manufacturing operations and supply chain and the associated effect on our working
capital. Moreover, if actual demand for our products is different than expected, we may purchase more/fewer parts than necessary or incur costs
for canceling, postponing or expediting delivery of parts. If we purchase inventory in anticipation of customer demand that does not materialize,
or if our customers reduce or delay orders, we may incur excess inventory charges. Any or all of these factors could materially and adversely
affect our business, financial condition and results of operations.

A material amount of our assets represents goodwill and intangible assets, and our net income would be reduced if our goodwill or
intangible assets become impaired.

As of December 31, 2015, our goodwill and intangible assets, net, represented approximately $243.7 million, or 19.1% of our total assets.
Goodwill is generated in our acquisitions when the cost of an acquisition exceeds the fair value of the net tangible and identifiable intangible
assets we acquire. Goodwill is subject to an impairment analysis at least annually based on the fair value of the reporting unit. Intangible assets
relate primarily to the developed technologies, customer relationships and patents and trademarks acquired by us as part of our acquisitions of
other companies and are subject to an impairment analysis whenever events or changes in circumstances exist that indicate that the carrying
value of the intangible asset might not be recoverable. We will continue to monitor and evaluate the carrying value of goodwill and intangible
assets. If market and economic conditions or business performance deteriorate, the likelihood that we would record an impairment charge would
increase, which impairment charge could materially and adversely affect our results of operations.

We operate in a highly competitive industry.

The market for our products is highly competitive. Principal competitive factors include:

historical customer relationships;

product quality, performance and price;

breadth of product line;

manufacturing capabilities; and

customer service and support.
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Although we believe that we compete favorably with respect to these factors, we may not be able to continue to do so. We encounter substantial
competition in most of our product lines. Certain of our competitors may have greater financial and other resources than we have. In some cases,
competitors are smaller than we are, but well established in specific product niches. We may encounter difficulties in changing established
relationships of competitors with a large installed base of products at such customers fabrication facilities. In addition, our
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competitors can be expected to continue to improve the design and performance of their products. Competitors may develop products that offer
price, performance or technological features superior to those of our products. If our competitors develop superior products, we may lose
existing customers and market share. Also, technological advances in our served markets may cause one or more of our portfolio of products to
be displaced over time.

We have significant foreign operations, and outsource certain operations offshore, both of which pose significant risks.

We have significant international sales, service, engineering and manufacturing operations in Europe, Israel and Asia, and have outsourced a
portion of our manufacturing and service to a subcontractor in Mexico. In the future, we may expand the level of manufacturing and certain
other operations that we perform offshore in order to take advantage of cost efficiencies available to us in those countries. However, we may not
achieve the significant cost savings or other benefits that we would anticipate from moving manufacturing and other operations to a lower cost
region. These foreign operations expose us to operational and political risks that may harm our business, including:

political and economic instability;

fluctuations in the value of currencies, particularly in Asia and Europe;

changes in labor conditions and difficulties in staffing and managing foreign operations, including, but not limited to, the formation of
labor unions;

reduced or less certain protection for intellectual property rights;

greater difficulty in collecting accounts receivable and longer payment cycles;

burdens and costs of compliance with a variety of foreign laws;

unexpected changes in foreign regulations;

increases in duties and taxation;

costs associated with compliance programs for import and export regulations;

changes in export duties and limitations on imports or exports;

imposition of restrictions on currency conversion or the transfer of funds;

costs associated with the repatriation of our overseas earnings; and
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expropriation of private enterprises.
If any of these risks materialize, our operating results may be adversely affected.

We are subject to international trade compliance regulations, and violations of those regulations could result in fines or trade restrictions,
which could have a material adverse effect on us.

We are subject to trade compliance laws in both the United States and other jurisdictions where we operate. Certain of our products require
export licenses in order to be shipped into certain countries. While we have implemented policies and procedures to comply with these laws,
there can be no assurance that our employees, contractors, suppliers or agents will not violate such laws or our policies. For example, as a result
of a 2012 U.S. government investigation, a former employee of our Shanghai office and a third party not affiliated with us were imprisoned for
export violations relating to the sale of certain of our products. We were not a target of the government s investigation and we cooperated fully
with the government s investigation. In addition, although we conducted our own internal investigation, and although we took corrective human
resources actions and have, since 2012, implemented additional export compliance procedures, we cannot be certain these efforts will be
sufficient to avoid similar situations in the future. Violations of trade compliance laws could result in the imposition of fines, suspension of our
ability to export certain of our products, and damage to our reputation. The
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imposition of fines or the termination or significant limitation on our ability to export certain of our products could have a material adverse
effect on our business, results of operations and financial condition.

Unfavorable currency exchange rate fluctuations may lead to lower operating margins or may cause us to raise or reduce prices, which
could result in reduced sales.

Currency exchange rate fluctuations could have an adverse effect on our net revenues and results of operations and we could experience losses
with respect to our hedging activities. Unfavorable currency fluctuations could require us to increase or decrease prices to foreign customers,
which could result in lower net revenues by us to such customers. Alternatively, if we do not adjust the prices for our products in response to
unfavorable currency fluctuations, our results of operations could be adversely affected. In addition, most sales made by our foreign subsidiaries
are denominated in the currency of the country in which these products are sold and the currency they receive in payment for such sales could be
less valuable at the time of receipt as a result of exchange rate fluctuations. We enter into forward foreign exchange contracts to reduce currency
exposure arising from intercompany sales of inventory as well as intercompany accounts receivable and intercompany loans. However, we
cannot be certain that our efforts will be adequate to protect us against significant currency fluctuations or that such efforts will not expose us to
additional exchange rate risks.

Changes in tax rates or tax regulation could affect results of operations.

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 effective tax rates could be affected by numerous factors, including
changes in the applicable tax laws; composition of pre-tax income in countries with differing tax rates; and/or valuation of our deferred tax
assets and liabilities. In addition, we are subject to regular examination by the United States Internal Revenue Service and state, local and
foreign 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 financial condition and results of operations.

Key personnel may be difficult to attract and retain.

Our success depends to a large extent upon the efforts and abilities of a number of key employees and officers, particularly those with expertise
in the semiconductor manufacturing and similar industrial manufacturing industries. The loss of key employees or officers could have a material
adverse effect on our business, financial condition and results of operations. We believe that our future success will depend in part on our ability
to attract and retain highly skilled technical, financial, managerial and sales and marketing personnel. We cannot be certain that we will be
successful in attracting and retaining such personnel.

A breach of our operational or security systems could negatively affect our business and results of operations.

We rely on various information technology networks and systems, some of which are managed by third parties, to process, transmit and store
electronic information, including confidential data, and to carry out and support a variety of business activities, including manufacturing,
research and development, supply chain management, sales and accounting. A failure in or a breach of our operational or security systems or
infrastructure, or those of our suppliers and other service providers, including as a result of cyber-attacks, could disrupt our business, result in the
disclosure or misuse of proprietary or confidential information, damage our reputation, cause losses and increase our costs.
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Our proprietary technology is important to the continued success of our business. Our failure to protect this proprietary technology may
significantly impair our competitive position.

As of December 31, 2015, we owned 376 U.S. patents and 696 foreign patents, which expire at various dates through 2035. As of December 31,
2015, we had 77 pending U.S. patent applications. Although we seek to protect our intellectual property rights through patents, copyrights, trade
secrets and other measures, we cannot be certain that:

we will be able to protect our technology adequately;

competitors will not be able to develop similar technology independently;

any of our pending patent applications will be issued;

domestic and international intellectual property laws will protect our intellectual property rights; or

third parties will not assert that our products infringe patent, copyright or trade secrets of such parties.
Protection of our intellectual property rights may result in costly litigation.

Litigation may be necessary in order to enforce our patents, copyrights or other intellectual property rights, to protect our trade secrets, to
determine the validity and scope of the proprietary rights of others or to defend against claims of infringement. We are, from time to time,
involved in lawsuits enforcing or defending our intellectual property rights. Such litigation could result in substantial costs and diversion of
resources and could have a material adverse effect on our business, financial condition, results of operations, or cash flows.

We may need to expend significant time and expense to protect our intellectual property regardless of the validity or successful outcome of such
intellectual property claims. If we lose any litigation, we may be required to seek licenses from others, pay royalties, change, stop manufacturing
or stop selling some of our products.

The market price of our common stock has fluctuated and may continue to fluctuate for reasons over which we have no control.

The stock market has from time to time experienced, and is likely to continue to experience, extreme price and volume fluctuations. Prices of
securities of technology companies have been especially volatile and have often fluctuated for reasons that are unrelated to the operating
performance of the companies. Historically, the market price of shares of our common stock has fluctuated greatly and could continue to
fluctuate due to a variety of factors. In the past, companies that have experienced volatility in the market price of their stock have been the
objects of securities class action litigation. If we were the object of securities class action litigation, it could result in substantial costs and a
diversion of our management s attention and resources.

We may not pay dividends on our common stock.

Holders of our common stock are only entitled to receive such dividends when and if they are declared by our board of directors. Although we
have declared cash dividends on our common stock since 2011, we are not required to do so and we may reduce or eliminate our cash dividend
in the future. This could adversely affect the market price of our common stock.

Our dependence on sole, limited source suppliers, and international suppliers, could affect our ability to manufacture products and systems.

We rely on sole, limited source suppliers and international suppliers for a few of our components and subassemblies that are critical to the
manufacturing of our products. This reliance involves several risks, including the following:
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reduced control over pricing and timing of delivery of components; and

the potential inability of our suppliers to develop technologically advanced products to support our growth and development of new

systems.
We believe we could obtain and qualify alternative sources for most sole, limited source and international supplier parts; however, the transition
time may be long if we were required to obtain alternative sources. Seeking alternative sources for these parts could require us to redesign our
systems, resulting in increased costs and likely shipping delays. In such an event, any inability to redesign our systems could result in further
costs and shipping delays. These increased costs would decrease our profit margins if we could not pass the costs to our customers. Further,
shipping delays could damage our relationships with current and potential customers and have a material adverse effect on our business and
results of operations.

We are subject to governmental regulations. If we fail to comply with these regulations, our business could be harmed.

We are subject to federal, state, local and foreign regulations, including environmental regulations and regulations relating to the design,
composition and operation of our products. We must ensure that the affected products meet a variety of standards, many of which vary across
the countries in which our systems are used. For example, the European Union has published directives specifically relating to power supplies.
In addition, the European Union has issued directives relating to the regulation of recycling and hazardous substances, which are applicable to
certain of our products, and to which some customers may voluntarily elect to adhere. China has adopted, and certain other Asian countries have
indicated an intention to adopt, similar regulations. We must comply with any applicable regulation in order to ship affected products into
countries that adopt these types of regulations. We believe we are in compliance with current applicable regulations, directives and standards and
that we have obtained all necessary permits, approvals and authorizations to conduct our business. However, compliance with future regulations,
directives and standards, or customer demands beyond such requirements, could require us to modify or redesign certain systems, make capital
expenditures or incur substantial costs. If we do not comply with current or future regulations, directives and standards:

we could be subject to fines;

our production could be suspended; or

we could be prohibited from offering particular systems in specified markets.
Regulations and customer demands related to conflict minerals and hazardous materials may adversely affect us.

The Dodd-Frank Wall Street Reform and Consumer Protection Act imposes disclosure requirements regarding the use in our products of conflict
minerals mined from the Democratic Republic of Congo and adjoining countries, whether or not the components of our products are
manufactured by us or third parties. In addition, several of our customers have requested that we disclose to them our use of numerous hazardous
materials in our products. Our supply chain is very complex and the implementation of these requirements could adversely affect the sourcing,
availability and pricing of minerals used in the manufacture of our products. In addition, there are additional costs associated with complying
with the disclosure requirements and customer requests, such as costs related to our due diligence to determine the source of any conflict
minerals or the identity of any hazardous materials used in our products. We face the additional challenge that many of our suppliers, both
domestic and foreign, are not obligated by the new conflict minerals law to investigate their own supply chain. Despite our due diligence efforts,
we may be unable to verify the origin of all conflict minerals used in our products and/or the use of one or more hazardous materials in our
products. As a result, we may be unable to certify that our products are conflict-free and/or free of certain hazardous materials. If we are unable
to meet our customer requirements, customers may discontinue purchasing from us, which could adversely impact our business, financial
condition or operating results.
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Some provisions of our restated articles of organization, as amended, our amended and restated by-laws and Massachusetts law could
discourage potential acquisition proposals and could delay or prevent a change in control.

Anti-takeover provisions could diminish the opportunities for stockholders to participate in tender offers, including tender offers at a price above
the then current market price of our common stock. Such provisions may also inhibit increases in the market price of our common stock that
could result from takeover attempts. For example, while we have no present plans to issue any preferred stock, our board of directors, without
further stockholder approval, may issue preferred stock that could have the effect of delaying, deterring or preventing a change in control of us.
The issuance of preferred stock could adversely affect the voting power of the holders of our common stock, including the loss of voting control
to others. In addition, our amended and restated by-laws provide for a classified board of directors consisting of three classes. Our classified
board could also have the effect of delaying, deterring or preventing a change in control of our Company.

Changes in financial accounting standards may adversely affect our reported results of operations.

A change in accounting standards or practices could have a significant effect on our reported results (such as the new revenue recognition rules
which are scheduled to go into effect in 2018) and may even affect our reporting of transactions completed before the change was effective. New
accounting pronouncements and varying interpretations of existing accounting pronouncements have occurred and may occur in the future. Such
changes may adversely affect our reported financial results or may impact our related business practice.

Item 1B. Unresolved Staff Comments

None.
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Item 2. Properties

The following table provides information concerning MKS principal and certain other owned and leased facilities as of December 31, 2015:

Location
Akishima, Japan

Andover, Massachusetts

Austin, Texas

Berlin, Germany

Boulder, Colorado

Carmiel, Israel
Cheshire, United Kingdom
Daejeon, Korea

Filderstadt, Germany
Hellebaek, Denmark

Gyeonggi, Korea

Lawrence, Massachusetts

Lod, Israel

Longmont, Colorado

Malmo, Sweden

Methuen, Massachusetts

Munich, Germany

Nogales, Mexico

Table of Contents

Sq. Ft.
26,500

118,000

20,880

19,700

86,000

11,800
16,000
21,400

9,300
7,900

45,600

40,000

7,600

60,900

5,900

85,000

19,900

101,600

Activity
Manufacturing, Customer Support and
Service
Manufacturing, Research &
Development and Corporate
Headquarters
Manufacturing, Sales, Customer
Support, Service and Research &
Development
Manufacturing, Customer Support,
Service and Research & Development

Manufacturing, Customer Support,
Service and Research & Development

Manufacturing and Research &
Development

Manufacturing, Sales, Customer Support
and Service

Manufacturing and Research &
Development

Sales and Service

Manufacturing and Research &
Development

Sales, Customer Support and Service

Manufacturing

Customer Support and Research &
Development

Manufacturing, Customer Support,
Service and Research & Development

Sales, Customer 