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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549



FORM 8-K/A



CURRENT REPORT
Pursuant to Section 13 or 15(d)

of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): July 27, 2017



ICHOR HOLDINGS, LTD.
(Exact name of registrant as specified in its charter)





 
 
 
 
Cayman Islands 
 001-37961 
 Not Applicable
(State or other jurisdiction

of incorporation) 

(Commission
File Number) 


(IRS Employer
Identification No.)

3185 Laurelview Ct.
Fremont, California 94538

(Address of principal executive offices, including Zip Code)

(510) 897-5200
(Registrant’s telephone number, including area code)

Not Applicable
(Former name or former address, if changed since last report)




Check
the
appropriate
box
below
if
the
Form
8‑K
filing
is
intended
to
simultaneously
satisfy
the
filing
obligation
of
the
registrant
under
any
of
the
following
provisions:

☐ Written
communications
pursuant
to
Rule
425
under
the
Securities
Act
(17
CFR
230.425)

☐ Soliciting
material
pursuant
to
Rule
14a-12
under
the
Exchange
Act
(17
CFR
240.14a-12)

☐ Pre-commencement
communications
pursuant
to
Rule
14d-2(b)
under
the
Exchange
Act
(17
CFR
240.14d-2(b))

☐ Pre-commencement
communications
pursuant
to
Rule
13e-4(c)
under
the
Exchange
Act
(17
CFR
240.13e-4(c))




Indicate
by
check
mark
whether
the
registrant
is
an
emerging
growth
company
as
defined
in
Rule
405
of
the
Securities
Act
of
1933
(§
230.405
of
this
chapter)
or
Rule
12b‑2
of
the
Securities
Exchange
Act
of
1934
(§
240.12b‑2
of
this
chapter).

Emerging
Growth
Company



☒

If
an
emerging
growth
company,
indicate
by
check
mark
if
the
registrant
has
elected
not
to
use
the
extended
transition
period
for
complying
with
any
new
or
revised
financial
accounting
standards
provided
pursuant
to
Section
13(a)
of
the
Exchange
Act.



☒










EXPLANATORY NOTE

On
July
31,
2017,
Ichor
Holdings,
Ltd.
(the
“Company”)
filed
a
Current
Report
on
Form
8‑K
(the
“July
8‑K”)
with
the
Securities
and
Exchange
Commission
(the
“SEC”)
to
report
the
purchase
by
Ichor
Holdings,
LLC
(“Ichor”),
a
wholly
owned
subsidiary
of
the
Company,
of
Cal‑Weld,
Inc
(“Cal‑Weld”).

The
Company
stated
in
the
July
8‑K
that
it
intended
to
file
the
financial
statements
and
pro
forma
financial
information
required
by
parts
(a)
and
(b)
of
Item
9.01
of
Form
8‑K
not
later
than
71
calendar
days
after
the
date
the
July
8‑K
was
required
to
be
filed
with
the
SEC.
The
Company
hereby
amends
the
July
8‑K
in
order
to
include
the
required
financial
statements
and
pro
forma
financial
information.

Item 9.01 Financial Statements and Exhibits

(a)
Financial
statements
of
business
acquired

The
audited
financial
statements
of
Cal‑Weld
as
of
and
for
the
years
ended
June
30,
2017
and
June
30,
2016,
and
in
each
case
the
notes
thereto,
are
filed
as
Exhibit
99.1
hereto
and
are
incorporated
herein
by
reference.

(b)
Pro
forma
financial
information

The
unaudited
pro
forma
condensed
consolidated
financial
statements
of
Ichor
Holdings,
Inc.
as
of
and
for
the
six
months
ended
June
30,
2017
and
as
of
and
for
the
year
ended
December
30,
2016,
and
in
each
case
the
notes
thereto,
are
filed
as
Exhibit
99.2
hereto
and
are
incorporated
herein
by
reference.

(d)
Exhibits

The
following
exhibits
are
filed
with
this
report:

Exhibit 
Number    Description


 

23.1 

 Consent
of
KPMG
LLP.
99.1 
 The
audited
financial
statements
of
Cal‑Weld
as
of
and
for
the
years
ended
June
30,
2017
and
June
30,
2016,
and
in
each
case
the
notes
thereto.
99.2



The
unaudited
pro
forma
condensed
consolidated
financial
statements
of
Ichor
Holdings,
Inc.
as
of
and
for
the
six
months
ended
June
30,
2017
and
as
of
and
for
the
year
ended
December
30,
2016,
and
in
each
case
the
notes
thereto.











SIGNATURES

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



 
 ICHOR
HOLDINGS,
LTD.

 
 

Date:
October
6,
2017 
 /s/
Maurice
Carson

 
 Name:
Maurice
Carson

 
 Title:
President
and
Chief
Financial
Officer








Exhibit 23.1

Consent of Independent Auditors

The
Board
of
Directors
Cal‑Weld,
Inc.:

We
consent
to
the
incorporation
by
reference
in
the
registration
statement
(Nos.
333‑215984
and
333‑219846)
on
Forms
S‑8
of
Ichor
Holdings,
Ltd.
of
our
report
dated
October
4,
2017,
with
respect
to
the
balance
sheets
of
Cal‑Weld,
Inc.
as
of
June
30,
2017
and
2016,
and
the
related
statements
of
operations,
shareholder’s
equity,
and
cash
flows
for
each
of
the
years
in
the
two‑year
period
ended
June
30,
2017,
which
report
appears
in
the
Form
8‑K
of
Ichor
Holdings,
Ltd.
expected
to
be
dated
October
6,
2017.

/s/
KPMG
LLP

Portland,
Oregon

October
4,
2017



Exhibit 99.1

CAL-WELD, INC.

Financial
Statements

June
30,
2017
and
June
30,
2016

(With
Independent
Auditors’
Report
Thereon)
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Independent Auditors’ Report

The
Board
of
Directors
Cal‑Weld,
Inc.:

We
have
audited
the
accompanying
financial
statements
of
Cal‑Weld,
Inc.,
which
comprise
the
balance
sheets
as
of
June
30,
2017
and
2016,
and
the
related
statements
of
operations,
shareholder’s
equity,
and
cash
flows
for
the
years
then
ended,
and
the
related
notes
to
the
financial
statements.

Management’s Responsibility for the Financial Statements

Management
is
responsible
for
the
preparation
and
fair
presentation
of
these
financial
statements
in
accordance
with
U.S.
generally
accepted
accounting
principles;
this
includes
the
design,
implementation,
and
maintenance
of
internal
control
relevant
to
the
preparation
and
fair
presentation
of
financial
statements
that
are
free
from
material
misstatement,
whether
due
to
fraud
or
error.

Auditors’ Responsibility

Our
responsibility
is
to
express
an
opinion
on
these
financial
statements
based
on
our
audits.
We
conducted
our
audits
in
accordance
with
auditing
standards
generally
accepted
in
the
United
States
of
America.
Those
standards
require
that
we
plan
and
perform
the
audit
to
obtain
reasonable
assurance
about
whether
the
financial
statements
are
free
from
material
misstatement.

An
audit
involves
performing
procedures
to
obtain
audit
evidence
about
the
amounts
and
disclosures
in
the
financial
statements.
The
procedures
selected
depend
on
the
auditors’
judgment,
including
the
assessment
of
the
risks
of
material
misstatement
of
the
financial
statements,
whether
due
to
fraud
or
error.
In
making
those
risk
assessments,
the
auditor
considers
internal
control
relevant
to
the
entity’s
preparation
and
fair
presentation
of
the
financial
statements
in
order
to
design
audit
procedures
that
are
appropriate
in
the
circumstances,
but
not
for
the
purpose
of
expressing
an
opinion
on
the
effectiveness
of
the
entity’s
internal
control.
Accordingly,
we
express
no
such
opinion.
An
audit
also
includes
evaluating
the
appropriateness
of
accounting
policies
used
and
the
reasonableness
of
significant
accounting
estimates
made
by
management,
as
well
as
evaluating
the
overall
presentation
of
the
financial
statements.

We
believe
that
the
audit
evidence
we
have
obtained
is
sufficient
and
appropriate
to
provide
a
basis
for
our
audit
opinion.

Opinion

In
our
opinion,
the
financial
statements
referred
to
above
present
fairly,
in
all
material
respects,
the
financial
position
of
Cal‑Weld,
Inc.
as
of
June
30,
2017
and
2016,
and
the
results
of
its
operations
and
its
cash
flows
for
the
years
then
ended
in
accordance
with
U.S.
generally
accepted
accounting
principles.

/s/
KPMG
LLP

Portland,
Oregon

October
4,
2017
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CAL-WELD, INC.
Balance Sheets

(in thousands, except share data)





  
June 30,
2017    

June 30,
2016  

Assets           
 
 

Current
assets: 
 
 
 
 
 
 
 


Cash
and
cash
equivalents 
 $ 9,517
 
 $ 7,294

Accounts
receivable,
net 
 
 11,289
 
 
 5,237

Inventories 
 
 16,759
 
 
 10,619

Prepaid
expenses
and
other
current
assets 
 
 335
 
 
 757


Total
current
assets 
 
 37,900
 
 
 23,907

Property
and
equipment,
net 
 
 1,692
 
 
 1,037

Deferred
tax
assets 
 
 3,057
 
 
 2,082


Total
assets 
 $ 42,649
 
 $ 27,026

Liabilities and Shareholder’s Equity   
 
 
   
 
 


Current
liabilities: 
 
 
 
 
 
 
 

Accounts
payable 
 $ 7,635
 
 $ 2,512

Accrued
liabilities 
 
 4,430
 
 
 3,248


Total
current
liabilities 
 
 12,065
 
 
 5,760

Non-current
income
taxes
payable 
 
 2,714
 
 
 1,822


Total
liabilities 
 
 14,779
 
 
 7,582

Shareholder’s
equity 
 
 
 
 
 
 
 


Common
stock
(100,000
shares
authorized;
10,000
shares
issued
and
outstanding) 
 
 12
 
 
 12

Retained
earnings 
 
 27,858
 
 
 19,432


Total
shareholder’s
equity 
 
 27,870
 
 
 19,444

Total
liabilities
and
shareholder’s
equity 
 $ 42,649
 
 $ 27,026
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CAL-WELD, INC.
Statements of Operations

(in thousands)





   Year Ended  

   
June 30,
2017    

June 30,
2016  

Net
sales 
 $ 103,785
 
 $ 68,192

Cost
of
sales 
 
 79,152
 
 
 51,392


Gross
profit 
 
 24,633
 
 
 16,800

Selling,
general
and
administrative
expenses 
 
 11,043
 
 
 9,596

Operating
income 
 
 13,590
 
 
 7,204

Interest
income 
 
 (41) 
 
 (18)
Income
before
income
taxes 
 
 13,631
 
 
 7,222

Income
tax
expense 
 
 5,205
 
 
 3,025

Net
income 
 $ 8,426
 
 $ 4,197
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CAL-WELD, INC.
Statements of Shareholder’s Equity

(in thousands, except share data)



                          Total  
    Common Stock     Retained     Shareholder’s  
    Shares     Amount     Earnings     Equity  

Balance
as
of
June
30,
2015 
 
 10,000
 
 $ 12
 
 $ 16,735
 
 $ 16,747

Dividend
to
shareholder 
 
 —
 
 
 —
 
 
 (1,500) 
 
 (1,500)
Net
income 
 
 —
 
 
 —
 
 
 4,197
 
 
 4,197


Balance
as
of
June
30,
2016 
 
 10,000
 
 
 12
 
 
 19,432
 
 
 19,444

Net
income 
 
 —
 
 
 —
 
 
 8,426
 
 
 8,426


Balance
as
of
June
30,
2017 
 
 10,000
 
 $ 12
 
 $ 27,858
 
 $ 27,870
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CAL-WELD, INC.
Statements of Cash Flows

(in thousands)





   Year Ended  

   
June 30,
2017    

June 30,
2016  

Cash
flows
from
operating
activities: 
 
 
 
 
 
 
 

Net
income 
 $ 8,426
 
 $ 4,197

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


Depreciation 
 
 392
 
 
 624

Deferred
income
taxes 
 
 (975) 
 
 (931)
Non-current
income
tax
expense 
 
 892
 
 
 787


Changes
in
operating
assets
and
liabilities 
 
 

 
 
 
 

Accounts
receivable,
net 
 
 (6,052) 
 
 (124)
Inventories 
 
 (6,140) 
 
 (1,838)
Prepaid
expenses
and
other
assets 
 
 (78) 
 
 774

Accounts
payable 
 
 5,061
 
 
 1,040

Accrued
liabilities 
 
 1,182
 
 
 986


Net
cash
provided
by
operating
activities 
 
 2,708
 
 
 5,515

Cash
flows
from
investing
activities: 
 
 
 
 
 
 
 


Capital
expenditures 
 
 (985) 
 
 (375)
Net
cash
used
in
investing
activities 
 
 (985) 
 
 (375)

Cash
flows
from
financing
activities: 
 
 
 
 
 
 
 

Repayment
from
shareholder
of
promissory
note 
 
 500
 
 
 —

Dividends
to
shareholder 
 
 —
 
 
 (3,500)

Net
cash
provided
by
(used
in)
financing
activities 
 
 500
 
 
 (3,500)
Net
increase
in
cash 
 
 2,223
 
 
 1,640


Cash
and
restricted
cash
at
beginning
of
year 
 
 7,294
 
 
 5,654

Cash
and
restricted
cash
at
end
of
quarter 
 $ 9,517
 
 $ 7,294

Supplemental
disclosures
of
cash
flow
information: 
 
 

 
 
 
 


Cash
received
for
interest
income 
 $ 41
 
 $ 18

Cash
paid
for
income
taxes 
 $ 5,137
 
 $ 2,155


Supplemental
disclosures
of
non-cash
activities: 
 
 
 
 
 
 
 

Capital
expenditures
included
in
accounts
payable 
 $ 101
 
 $ 39
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CAL-WELD, INC.
Notes to the Financial Statements

(dollars in thousands, except share data and percentages)

Note 1 – Organization and Summary of Significant Accounting Policies

(a) Organization and Operations of the Company

Cal-Weld,
Inc.
(the
Company)
designs
and
manufactures
high
purity
equipment,
sub-systems
and
components,
providing
a
broad
spectrum
of
welding,
machining,
integration,
and
engineering
services
for
products
ranging
from
simple
parts
to
complex
systems.
The
Company
serves
many
industries,
with
particular
concentration
on
high
technology
segments
including
semiconductor,
solar,
nanotech,
MEMS,
bio-med,
defense,
aerospace,
research,
and
alternative
energy.
The
Company
is
headquartered
in
Fremont,
California.

(b) Use of Estimates

The
preparation
of
financial
statements
in
conformity
with
accounting
principles
generally
accepted
in
the
U.S.
requires
management
to
make
estimates
and
assumptions
that
affect
the
reported
amounts
of
assets
and
liabilities
and
disclosure
of
contingent
assets
and
liabilities
at
the
date
of
the
financial
statements
and
the
reported
amounts
of
revenue
and
expenses
during
the
reporting
periods
presented.
The
Company
bases
its
estimates
and
judgments
on
historical
experience
and
on
various
other
assumptions
that
it
believes
are
reasonable
under
the
circumstances.
Actual
results
could
differ
from
the
estimates
made
by
management.
Significant
estimates
include
the
estimated
useful
lives
for
long‑lived
assets,
inventory
valuation,
and
uncertain
tax
positions.

(c) Revenue Recognition

The
Company
recognizes
revenue
in
accordance
with
Accounting
Standards
Codification
(ASC)
Topic
605,
Revenue
Recognition.
Product
revenue
is
recognized
when
there
is
persuasive
evidence
of
an
arrangement,
product
delivery
has
occurred,
the
sales
price
is
fixed
or
determinable,
and
collectability
is
reasonably
assured.
Product
revenue
typically
is
recognized
at
the
time
of
shipment
to
the
customer,
except
for
consignment
sales.
The
Company
invoices
and
records
revenue
for
consignment
sales
when
the
customer
consumes
the
product.
Amounts
billed
to
a
customer
related
to
shipping
and
handling
are
classified
as
net
sales,
while
costs
incurred
by
the
Company
for
shipping
and
handling
are
classified
as
cost
of
sales.
Rebates
to
customers
are
accrued
as
earned
by
the
customer
as
a
reduction
of
net
sales.

(d) Concentration of Credit Risk

Financial
instruments
that
subject
the
Company
to
credit
risk
consist
of
accounts
receivable
and
accounts
payable.

For
the
years
ended
June
30,
2017
and
June
30,
2016,
the
Company
derived
approximately
84%
and
81%,
respectively,
of
its
revenue
from
one
customer
and
its
affiliates.
As
of
June
30,
2017
and
June
30,
2016,
that
customer
and
its
affiliates
represented
approximately
76%
and
69%,
respectively,
of
the
accounts
receivable
balance.

Accounts
receivable
are
carried
at
invoice
price
less
an
estimate
for
doubtful
accounts.
Payment
terms
vary
by
customer,
but
generally
are
due
within
20‑60
days.
The
Company
reviews
a
customer’s
credit
history
before
extending
credit.
The
Company
establishes
an
allowance
for
doubtful
accounts
based
upon
the
credit
risk
of
specific
customers,
historical
trends
and
other
information.
The
allowance
for
doubtful
accounts
totaled
$93
and
$135
at
June
30,
2017
and
June
30,
2016,
respectively.

The
Company
requires
collateral,
typically
cash,
in
the
normal
course
of
business
if
customers
do
not
meet
its
criteria
established
for
offering
credit.
If
the
financial
condition
of
the
Company’s
customers
were
to
deteriorate
and
result
in
an
impaired
ability
to
make
payments,
additions
to
the
allowance
may
be
required.
Accounts
receivable
are
written
off
when
deemed
uncollectible.
Recoveries
of
accounts
receivable
previously
written
off
are
recorded
to
income
when
received.

The
Company
uses
qualified
manufacturers
to
supply
many
components
and
subassemblies
of
its
products.
The
Company
obtains
the
majority
of
its
components
from
a
limited
group
of
suppliers.
A
majority
of
the
purchased
components
used
in
the
Company’s
products
are
customer
specified.
An
interruption
in
the
supply
of
a
particular
component
would
have
a
temporary
adverse
impact
on
the
Company’s
operating
results.

The
Company’s
cash
and
cash
equivalent
balances
include
amounts
in
checking
accounts
and
money
market
accounts.
The
Company
maintains
cash
and
cash
equivalent
balances
at
United
States‑based
commercial
banks,
and
those
cash
balances
have
exceeded
amounts
that
are
insured
by
the
Federal
Deposit
Insurance
Corporation
(FDIC).
No
losses
have
been
incurred
at
June
30,
2017
and
June
30,
2016
for
the
amounts
exceeding
the
insured
limits.
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(e) Fair Value Measurements

The
Company
estimates
the
fair
value
of
its
financial
assets
and
liabilities
based
upon
comparison
of
such
assets
and
liabilities
to
the
current
market
values
for
instruments
of
a
similar
nature
and
degree
of
risk.

There
were
no
changes
to
the
Company’s
valuation
techniques
during
the
years
ended
June
30,
2017
and
June
30,
2016.
The
Company’s
financial
assets
and
liabilities
include
cash
and
cash
equivalents,
accounts
receivable
and
accounts
payable.
All
of
the
Company’s
financial
assets
and
liabilities
are
considered
Level
1
in
the
fair
value
hierarchy
which
means
they
were
valued
based
on
unadjusted
quoted
prices
in
active
markets
for
identical
assets
or
liabilities
accessible
to
the
reporting
entity
at
the
measurement
date.
The
Company
estimates
that
the
recorded
value
of
its
financial
assets
and
liabilities
approximates
fair
value
as
of
June
30,
2017
and
June
30,
2016.

(f) Inventories

Inventories
are
stated
at
the
lower
of
cost
or
market.
Inventory
costs
are
determined
using
average
actual
costs.

The
Company
analyzes
its
inventory
levels
and
records
a
write‑down
for
inventory
that
has
become
obsolete,
inventory
that
has
a
cost
basis
in
excess
of
its
expected
net
realizable
value,
and
inventory
in
excess
of
expected
customer
demand.
Various
factors
are
considered
in
making
this
determination,
including
recent
sales
history
and
predicted
trends,
industry
market
conditions,
and
general
economic
conditions.

(g) Property, Plant, and Equipment

Property,
plant
and
equipment
are
stated
at
cost,
less
accumulated
depreciation.
Depreciation
is
computed
using
the
straight‑line
method
for
leasehold
improvements,
computer
software,
hardware,
and
equipment.
Other
asset
classes
are
depreciated
using
the
double-declining
balance
methodology.
Assets
are
depreciated
over
the
following
estimated
useful
lives:

Machinery 
 5-10
years
Leasehold
improvements



Lesser
of
15
years
or
lease
term

Computer
software,
hardware,
and
equipment 
 3-5
years
Office
furniture,
fixtures,
and
equipment 
 5-7
years
Vehicles 
 5-7
years

Maintenance
and
repairs
that
neither
add
materially
to
the
value
of
the
asset
nor
appreciably
prolong
its
useful
life
are
charged
to
expense
as
incurred.
Gains
or
losses
on
the
disposal
of
property
and
equipment
for
the
years
ended
June
30,
2017
and
June
30,
2016
were
immaterial
and
are
included
in
selling,
general
and
administrative
expenses
on
the
statements
of
operations.

(h) Long‑Lived Assets

Long‑lived
assets
are
reviewed
for
impairment
whenever
events
or
changes
in
circumstances
indicate,
in
management’s
judgment,
that
the
carrying
amount
of
an
asset
(or
asset
group)
may
not
be
recoverable.
In
analyzing
potential
impairments,
projections
of
future
cash
flows
from
the
asset
group
are
used
to
estimate
fair
value.
If
the
sum
of
the
expected
future
undiscounted
cash
flows
is
less
than
the
carrying
amount
of
the
asset
group,
a
loss
is
recognized
for
the
difference
between
the
estimated
fair
value
and
the
carrying
value
of
the
asset
group.
The
projections
are
based
on
assumptions,
judgments
and
estimates
of
revenue
growth
rates
for
the
related
business,
anticipated
future
economic,
regulatory
and
political
conditions,
the
assignment
of
discount
rates
relative
to
risk,
and
estimates
of
terminal
values.
The
Company
recorded
no
impairments
for
the
years
ended
June
30,
2017
or
June
30,
2016.
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(i) Warranty Costs

The
Company’s
product
warranties
vary
by
customer,
but
generally
extend
for
a
period
of
one
to
two
years
from
the
date
of
sale.
Historical
product
warranty
expense
has
not
been
significant.

(j) Advertising Costs

The
Company
charges
advertising
costs
to
operations
as
incurred.
Historical
advertising
costs
have
not
been
significant
and
are
included
in
selling,
general
and
administrative
expenses
in
the
accompanying
statements
of
operations.

(k) Income Taxes

The
Company
recognizes
deferred
income
taxes
using
the
asset
and
liability
method
of
accounting
for
income
taxes.
Under
the
asset
and
liability
method,
deferred
income
taxes
are
recognized
for
differences
between
the
financial
reporting
and
tax
bases
of
assets
and
liabilities
at
enacted
statutory
tax
rates
in
effect
for
the
years
in
which
the
differences
are
expected
to
reverse.
The
effect
on
deferred
taxes
of
a
change
in
tax
rates
is
recognized
in
income
in
the
period
that
includes
the
enactment
date.
Valuation
allowances
are
established
when
necessary
to
reduce
deferred
tax
assets
to
the
amount
expected
to
be
realized.

The
Company
files
federal
income
tax
returns
as
well
as
multiple
state
and
local
tax
returns.
When
tax
returns
are
filed,
it
is
highly
certain
that
some
positions
taken
would
be
sustained
upon
examination
by
the
taxing
authorities,
while
others
may
be
subject
to
uncertainty
about
the
merits
of
the
position
taken
or
the
amount
of
the
position
that
would
be
ultimately
sustained.
The
benefit
of
a
tax
position
is
recognized
in
the
financial
statements
in
the
period
during
which,
based
on
all
available
evidence,
management
believes
it
is
more
likely
than
not
that
the
position
will
be
sustained
upon
examination,
including
the
resolution
of
appeals
or
litigation
processes,
if
any.
Tax
positions
taken
are
not
offset
or
aggregated
with
other
positions.
Tax
positions
that
meet
the
more‑likely
than‑not
recognition
threshold
are
measured
as
the
largest
amount
of
tax
benefit
that
is
more
than
50%
likely
of
being
realized
upon
settlement
with
the
applicable
taxing
authority.
The
portion
of
the
benefits
associated
with
tax
positions
taken
that
exceeds
the
amount
measured
as
described
above
is
reflected
as
a
liability
for
unrecognized
tax
benefits
in
the
Company’s
balance
sheets
along
with
any
associated
interest
and
penalties
that
would
be
payable
to
the
taxing
authorities
upon
examination.
The
Company
recognizes
interest
and
penalties
as
a
component
of
income
tax
expense.

(l) Recent Accounting Pronouncements

In
May
2014,
the
FASB
issued
Accounting
Standards
Update
(ASU)
2014‑09,
Revenue
from
Contracts
with
Customers,
which
requires
an
entity
to
recognize
the
amount
of
revenue
to
which
it
expects
to
be
entitled
for
the
transfer
of
promised
goods
or
services
to
customers.
ASU
2014‑09
outlines
a
single
comprehensive
model
for
entities
to
use
in
accounting
for
revenue
arising
from
contracts
with
customers
and
supersedes
most
current
revenue
recognition
guidance.
The
ASU
is
effective
for
reporting
periods
beginning
after
December
15,
2018,
with
an
early
adoption
permitted
for
reporting
periods
beginning
after
December
15,
2016.
The
Company
is
currently
evaluating
the
impact
of
this
accounting
standard.

In
February
2016,
the
FASB
issued
ASU
2016-02,
Leases.
ASU
2016‑02
requires
that
lease
arrangements
longer
than
12
months
result
in
an
entity
recognizing
an
asset
and
liability.
The
new
guidance
is
effective
for
interim
and
annual
periods
beginning
after
December
15,
2018.
Early
adoption
of
the
update
is
permitted.
The
Company
is
currently
evaluating
the
impact
of
this
accounting
standard.

Note 2 – Inventories

Inventories
consist
of
the
following:

   
June 30,
2017    

June 30,
2016  

Raw
materials 
 $ 4,042
 
 $ 2,526

Work
in
process 
 
 6,821
 
 
 3,728

Finished
goods 
 
 5,896
 
 
 4,365


 
 $ 16,759
 
 $ 10,619




Finished
goods
included
$2,603
and
$1,591
of
inventory
consigned
to
customers
at
June
30,
2017
and
June
30,
2016,
respectively.
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Note 3 – Property and Equipment

Property
and
equipment
consist
of
the
following:

   
June 30,
2017    

June 30,
2016  

Machinery 
 $ 3,998
 
 $ 3,218

Leasehold
improvements 
 
 2,157
 
 
 1,989

Computer
software,
hardware
and
equipment 
 
 388
 
 
 351

Office
furniture,
fixtures
and
equipment 
 
 612
 
 
 550

Vehicles 
 
 156
 
 
 156


 
 
 7,311
 
 
 6,264

Less
accumulated
depreciation 
 
 (5,619) 
 
 (5,227)

Property
and
equipment,
net 
 $ 1,692
 
 $ 1,037



Depreciation
expense
for
the
years
ended
June
30,
2017
and
June
30,
2016
was
$392
and
$624,
respectively.

Note 4 – Commitments and Contingencies

(a) Operating Leases

The
Company
leases
offices
under
various
operating
leases
expiring
through
2021.
The
Company
is
responsible
for
utilities
and
its
share
of
operating
expenses
under
the
facilities’
leases.
The
Company
recognizes
escalating
lease
payments
on
a
straight
line
basis
over
the
lease
term.
Rent
expense
for
the
years
ended
June
30,
2017
and
June
30,
2016
was
$658
and
$544,
respectively.
Future
minimum
lease
payments
for
non-cancelable
operating
leases
as
of
June
30,
2017
are
as
follows
for
the
subsequent
fiscal
years:

Year
ended
June
30,
2018 
 $ 656

Year
ended
June
30,
2019 
 
 617

Year
ended
June
30,
2020 
 
 420

Year
ended
June
30,
2021 
 
 234

Year
ended
June
30,
2022 
 
 39


 
 $ 1,966




(b) Litigation

The
Company
is
periodically
involved
in
legal
actions
and
claims
that
arise
as
a
result
of
events
that
occur
in
the
normal
course
of
operations.
The
ultimate
resolution
of
these
actions
is
not
expected
to
have
a
material
adverse
effect
on
the
Company’s
financial
position
or
results
of
operations.

Note 5 – Income Taxes

Income
before
income
tax
expense
was
as
follows:

    Year Ended  

   
June 30,
2017    

June 30,
2016  

United
States 
 $ 13,631
 
 $ 7,222

Income
before
income
tax 
 $ 13,631
 
 $ 7,222
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Significant
components
of
income
taxes
consist
of
the
following:

    Year Ended  

   
June 30,
2017    

June 30,
2016  

Current: 
 
 
 
 
 
 
 

Federal 
 $ 4,819
 
 $ 3,064

State 
 
 1,361
 
 
 892


Total
current
tax
expense 
 
 6,180
 
 
 3,956

Deferred: 
 
 
 
 
 
 
 


Federal 
 
 (819) 
 
 (719)
State 
 
 (156) 
 
 (212)

Total
deferred
tax
benefit 
 
 (975) 
 
 (931)
Total
income
tax
expense 
 $ 5,205
 
 $ 3,025




The
reconciliation
of
income
tax
computed
at
the
U.S.
federal
statutory
tax
rates
to
income
tax
expense
consist
of
the
following:

    Year Ended  

   
June 30,
2017    

June 30,
2016  

Effective
rate
reconciliation: 
 
 
 
 
 
 
 

U.S.
federal
tax
rate 
 $ 4,771
 
 $ 2,456

State
income
taxes,
net 
 
 761
 
 
 424

Permanent
items 
 
 (411) 
 
 (22)
Rate
adjustments 
 
 (100) 
 
 (6)
Tax
contingencies 
 
 177
 
 
 171

Other,
net 
 
 7
 
 
 2


Total
income
tax
expense 
 $ 5,205
 
 $ 3,025



Deferred
income
tax
assets
and
liabilities
consist
of
the
following
as
of:



  
June 30,
2017    

June 30,
2016  

Deferred
tax
assets: 
 
 
 
 
 
 
 

Accrued
liabilities
and
expenses 
 $ 660
 
 $ 448

State
income
tax 
 
 415
 
 
 257

Other
assets 
 
 1,589
 
 
 868

Property
and
equipment 
 
 393
 
 
 509


Total
deferred
tax
assets 
 $ 3,057
 
 $ 2,082



We
adopted
ASU
2015‑17.
Balance Sheet Classification of Deferred Taxes in
the
current
year
and
have
applied
the
standard
retrospectively.
With
this
adoption,
our
deferred
tax
assets
and
liabilities
are
no
longer
classified
between
current
and
non-current.
All
deferred
tax
assets
and
liabilities
are
now
classified
as
non-
current,
regardless
of
their
classification
on
our
balance
sheet
or
the
timing
of
their
anticipated
reversal.

As
of
June
30,
2017,
the
Company
has
recognized
$2,187
of
unrecognized
tax
benefits
in
long-term
liabilities
on
the
accompanying
balance
sheet.
If
recognized,
$647
of
this
amount
would
impact
the
Company's
effective
tax
rate.
There
are
no
uncertain
tax
positions
expiring
within
the
next
twelve
months
due
to
statutes
of
limitations.

The
following
table
summarizes
the
activity
related
to
the
Company’s
unrecognized
tax
benefits:

Balance
at
June
30,
2015 
 $ 863

Increase
in
tax
positions
for
year
ended
June
30,
2016 
 
 635


Balance
at
June
30,
2016 
 
 1,498

Increase
in
tax
positions
for
year
ended
June
30,
2017 
 
 689


Balance
at
June
30,
2017 
 $ 2,187



The
Company
recognizes
interest
and
penalties
relating
to
unrecognized
tax
benefits
as
part
of
its
income
tax
expense.
As
of
June
30,
2017,
the
Company
accrued
$89
and
$438
of
interest
and
penalties,
respectively.
The
Company's
three
major
filing
jurisdictions
are
the
United
States,
California,
and
Oregon.
The
Company
is
no
longer
subject
to
U.S.
federal
examination
for
tax
years
before
the
year
ending
June
30,
2014,
to
California
examination
for
tax
years
before
the
year
ending
June
30,
2013,
and
to
Oregon
examination
for
tax
years
before
the
year
ending
June
30,
2014.
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Note 6 – Employee Benefit Programs – 401(k) Plan

The
Company
sponsors
a
401(k)
plan
available
to
employees.
Participants
may
make
salary
deferral
contributions
not
to
exceed
50%
of
a
participant’s
compensation
in
a
plan
year
or
the
maximum
amount
otherwise
allowed
by
law.
Eligible
employees
received
a
discretionary
matching
contribution
equal
to
25%
of
each
participant’s
deferral.
For
the
years
ended
June
30,
2017
and
June
30,
2016,
matching
contributions
were
made
totaling
$175
and
$140,
respectively.
In
addition,
during
the
year-ended
June
30,
2017,
the
Company
made
a
cumulative
catch-up
contribution
totaling
$102
for
match
contributions
owed
for
prior
periods.

Note 7 – Credit Facilities

The
Company
entered
into
a
revolving
line
of
credit
on
December
19,
2016,
in
which
the
Company
could
borrow
up
to
$3,000
at
interest
rate
of
3.75%,
with
a
maturity
date
of
December
3,
2017.
The
Company
drew
no
funds
on
the
credit
facility
and
closed
the
facility
during
the
year
ended
June
30,
2017.

Note 8 – Shareholder’s Equity

At
June
30,
2017,
the
Company
has
authorized
100,000
shares
of
common
stock,
with
10,000
shares
issued
and
outstanding
to
its
sole‑shareholder.

Note 9 – Related Party Transactions

On
July
1,
2011,
the
Company
entered
into
a
5‑year
lease
agreement
to
lease
a
building
in
Fremont,
CA
from
a
trust
established
for
the
benefit
of
the
former
spouse
of
the
Company’s
sole
shareholder.
The
lease
was
subsequently
amended
on
August
22,
2016
for
an
additional
5‑year
term,
beginning
on
September
1,
2016.
During
the
years
ended
June
30,
2017
and
June
30,
2016,
Cal
Weld
paid
$209
and
$175,
respectively,
in
rent
to
the
trust.
The
amended
lease
agreement
expires
August
31,
2021.

On
November
19,
2012,
the
Company
entered
into
a
3‑year
lease
agreement
to
lease
an
additional
building
in
Fremont,
CA
from
a
trust
established
for
the
benefit
of
the
Company’s
sole
shareholder.
The
lease
was
subsequently
amended
on
October
29,
2015
for
an
additional
3‑year
term,
beginning
on
January
1,
2016.
During
the
years
ended
June
30,
2017
and
June
30,
2016,
Cal
Weld
paid
$250
and
$193,
respectively,
in
rent
to
the
trust.
The
lease
agreement
expires
December
31,
2019.

On
June
10,
2014,
the
Company
entered
into
a
promissory
note
receivable
with
the
sole-shareholder
of
the
Company.
The
note
amount
was
$500,
with
an
annual
interest
rate
of
1.90%.
As
of
June
30,
2016,
the
balance
of
the
note
receivable
including
accrued
interest
was
$518.
The
note
was
repaid
in
full
during
the
year
ended
June
30,
2017.

Note 10 – Subsequent Events

On
July
27,
2017,
the
Company
was
acquired
through
a
stock
purchase
agreement
by
Ichor
Holdings,
LLC
(Ichor),
a
leader
in
the
design,
engineering
and
manufacturing
of
critical
fluid
delivery
subsystems
for
semiconductor
capital
equipment.
The
purchase
price
was
$50,000,
subject
to
certain
post-closing
adjustments
for
cash,
debt,
and
working
capital.
Ichor
is
headquartered
in
Fremont,
California
and
has
operations
in
the
United
States,
United
Kingdom,
Singapore,
and
Malaysia.
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Exhibit 99.2

UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION

One
July
27,
2017
(the
“Acquisition
Date”),
Ichor
Holdings,
LLC,
a
wholly
owned
subsidiary
of
Ichor
Holdings,
Ltd.
(“Ichor”,
“us”,
“we”,
or
“our”),
completed
the
acquisition
of
Cal‑Weld,
Inc.
(“Cal‑Weld”),
a
California-based
leader
in
the
design
and
fabrication
of
precision,
high
purity
industrial
components,
subsystems,
and
systems
(the
“Acquisition”).

The
following
unaudited
pro
forma
condensed
combined
(“pro
forma”)
balance
sheet
as
of
June
30,
2017
gives
effect
to
the
Acquisition
as
if
it
had
occurred
on
June
30,
2017,
the
pro
forma
statements
of
operations
for
the
six
months
ended
June
30,
2017
gives
effect
to
the
Acquisition
as
if
it
had
occurred
on
December
31,
2016,
and
for
the
pro
forma
statements
of
operations
for
the
year
ended
December
30,
2016
gives
effect
to
the
Acquisition
as
if
it
had
occurred
on
December
26,
2015.

The
Acquisition
was
accounted
for
as
a
business
combination
using
the
acquisition
method
of
accounting,
which
established
a
new
basis
of
accounting
for
all
assets
acquired
and
liabilities
assumed
at
fair
value.
The
pro
forma
adjustments
are
based
upon
currently
available
information
and
certain
assumptions
that
are
factually
supportable
and
that
we
believe
are
reasonable
under
the
circumstances.

The
pro
forma
financial
information
is
presented
for
informational
purposes
only
and
does
not
purport
to
present
what
our
actual
consolidated
results
of
operations
would
have
been
had
the
transaction
occurred
on
the
dates
indicated,
nor
are
they
necessarily
indicative
of
future
results
of
operations.
The
pro
forma
financial
information
should
be
read
in
conjunction
with
Ichor’s
historical
consolidated
financial
statements
and
accompanying
notes
included
in
Ichor’s
Quarterly
Report
on
Form
10‑Q
for
the
quarter
ended
June
30,
2017
and
Annual
Report
on
Form
10‑K
for
the
year
ended
December
30,
2016
and
the
audited
financial
statements
and
accompanying
notes
of
Cal‑Weld
for
the
years
ended
June
30,
2017
and
June
30,
2016
included
in
Exhibit
99.1
to
Ichor’s
Form
8‑K/A.

Assumptions
underlying
the
pro
forma
adjustments
are
described
in
the
accompanying
notes,
which
should
be
read
in
conjunction
with
the
pro
forma
financial
information.
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ICHOR HOLDINGS, LTD.
Unaudited Pro Forma Condensed Combined Balance Sheet

As
of
June
30,
2017
(in thousands, except share data)




 
Historical
Company    

Historical
Cal-Weld, Inc.    

Pro Forma
Adjustments    

Pro Forma
Combined  

Assets                           
 
 

Current
assets: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Cash
and
restricted
cash 
 $ 66,838
 
 $ 9,517
 
 $ (28,536) (2b) $ 47,819

Accounts
receivable,
net 
 
 39,818
 
 
 11,289
 
 
 —
 
 
 51,107

Inventories 
 
 96,995
 
 
 16,759
 
 
 3,594
 (2a) 
 117,348

Prepaid
expenses
and
other
current
assets 
 
 4,857
 
 
 335
 
 
 —
 
 
 5,192

Current
assets
from
discontinued
operations 
 
 35
 
 
 —
 
 
 —
 
 
 35


Total
current
assets 
 
 208,543
 
 
 37,900
 
 
 (24,942) 
 
 221,501

Property
and
equipment,
net 
 
 14,895
 
 
 1,692
 
 
 —
 
 
 16,587

Other
noncurrent
assets 
 
 1,199
 
 
 —
 
 
 —
 
 
 1,199

Deferred
tax
assets 
 
 733
 
 
 3,057
 
 
 —
 (2a) 
 3,790

Intangible
assets,
net 
 
 28,548
 
 
 —
 
 
 12,460
 (2a) 
 41,008

Goodwill 
 
 77,071
 
 
 —
 
 
 13,915
 (2a) 
 90,986


Total
assets 
 $ 330,989
 
 $ 42,649
 
 $ 1,433
 
 $ 375,071

Liabilities and Shareholders’ Equity   
 
 
   
 
 
   
 
 
   
 
 


Current
liabilities: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Accounts
payable 
 $ 101,493
 
 $ 7,635
 
 $ —
 
 $ 109,128

Accrued
liabilities
and
other
current
liabilities 
 
 13,955
 
 
 4,430
 
 $ —
 
 
 18,385

Current
liabilities
from
discontinued
operations 
 
 776
 
 
 —
 
 
 —
 
 
 776


Total
current
liabilities 
 
 116,224
 
 
 12,065
 
 
 —
 
 
 128,289

Long-term
debt,
net
of
current
portion 
 
 38,208
 
 
 —
 
 
 30,000
 (2b) 
 68,208

Deferred
tax
liabilities 
 
 462
 
 
 —
 
 
 —
 
 
 462

Other
non-current
liabilities 
 
 1,327
 
 
 2,714
 
 
 —
 
 
 4,041

Non-current
liabilities
from
discontinued
operations 
 
 30
 
 
 —
 
 
 —
 
 
 30


Total
liabilities 
 
 156,251
 
 
 14,779
 
 
 30,000
 
 
 201,030

Shareholders’
equity 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Preferred
shares
($0.0001
par
value;
20,000,000
shares
authorized;
no
shares
issued
and
outstanding) 
 
 —
 
 
 —
 
 
 —
 
 
 —

Ordinary
shares
($0.0001
par
value;
200,000,000
shares
authorized;
25,056,188
and
23,857,381
shares
issued
and
outstanding,
respectively) 
 
 3
 
 
 —
 
 
 —
 
 
 3

Common
stock
(100,000
shares
authorized;
10,000
shares
issued
and
outstanding) 
 
 —
 
 
 12
 
 
 (12) (3e) 
 —

Additional
paid
in
capital 
 
 206,427
 
 
 —
 
 
 —
 
 
 206,427

Accumulated
deficit 
 
 (31,692) 
 
 27,858
 
 
 (28,555) (3e) 
 (32,389)

Total
shareholders’
equity 
 
 174,738
 
 
 27,870
 
 
 (28,567) 
 
 174,041

Total
liabilities
and
shareholders’
equity 
 $ 330,989
 
 $ 42,649
 
 $ 1,433
 
 $ 375,071
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ICHOR HOLDINGS, LTD.
Unaudited Pro Forma Condensed Combined Statement of Operations

For
the
Six
Months
Ended
June
30,
2017
(in thousands, except share data)




 
Historical
Company    

Historical
Cal-Weld, Inc.    

Pro Forma
Adjustments    

Pro Forma
Combined  

Net
sales 
 $ 308,437
 
 $ 60,617
 
 $ —
 
 $ 369,054

Cost
of
sales 
 
 260,916
 
 
 46,930
 
 
 —
 
 
 307,846

Gross
profit 
 
 47,521
 
 
 13,687
 
 
 —
 
 
 61,208

Operating
expenses 
 
 22,134
 
 
 5,570
 
 
 (1,542) (3a) 
 26,162

Operating
income 
 
 25,387
 
 
 8,117
 
 
 1,542
 
 
 35,046

Interest
expense
(income),
net 
 
 1,365
 
 
 (34) 
 
 127
 (3b) 
 1,458

Other
income,
net 
 
 (398) 
 
 —
 
 
 —
 
 
 (398)
Income
from
continuing
operations
before
income
taxes 
 
 24,420
 
 
 8,151
 
 
 1,415
 
 
 33,986

Income
tax
expense
from
continuing
operations 
 
 998
 
 
 3,113
 
 
 540
 (3c) 
 4,651

Net
income
from
continuing
operations 
 
 23,422
 
 
 5,038
 
 
 875
 
 
 29,335

Discontinued
operations: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Loss
from
discontinued
operations
before
taxes 
 
 (721) 
 
 —
 
 
 —
 
 
 (721)
Income
tax
expense
from
discontinued
operations 
 
 1
 
 
 —
 
 
 —
 
 
 1


Net
loss
from
discontinued
operations 
 
 (722) 
 
 —
 
 
 —
 
 
 (722)
Net
income 
 $ 22,700
 
 $ 5,038
 
 $ 875
 
 $ 28,613

Net
income
per
share
from
continuing
operations: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Basic 
 $ 0.95
 
 
 
 
 
 
 
 
 
 $ 1.19

Diluted 
 $ 0.91
 
 
 
 
 
 
 
 
 
 $ 1.13


Net
income
per
share: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Basic 
 $ 0.92
 
 
 
 
 
 
 
 
 
 $ 1.16

Diluted 
 $ 0.88
 
 
 
 
 
 
 
 
 
 $ 1.11


Shares
used
to
compute
net
income
from
continuing
operations
per
share: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Basic 
 
 24,751,390
 
 
 
 
 
 
 
 
 
 
 24,751,390

Diluted 
 
 25,868,403
 
 
 
 
 
 
 
 
 
 
 25,868,403


Shares
used
to
compute
net
income
per
share: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Basic 
 
 24,751,390
 
 
 
 
 
 
 
 
 
 
 24,751,390

Diluted 
 
 25,868,403
 
 
 
 
 
 
 
 
 
 
 25,868,403
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ICHOR HOLDINGS, LTD.
Unaudited Pro Forma Condensed Combined Statement of Operations

For
the
Year
Ended
December
30,
2016
(in thousands, except share data)




 
Historical
Company    

Historical
Cal-Weld, Inc.    

Pro Forma
Adjustments    

Pro Forma
Combined  

Net
sales 
 $ 405,747
 
 $ 81,171
 
 $ —
 
 $ 486,918

Cost
of
sales 
 
 340,352
 
 
 61,256
 
 
 —
 
 
 401,608

Gross
profit 
 
 65,395
 
 
 19,915
 
 
 —
 
 
 85,310

Operating
expenses 
 
 41,524
 
 
 10,496
 
 
 (1,888) (3a) 
 50,132

Operating
income 
 
 23,871
 
 
 9,419
 
 
 1,888
 
 
 35,178

Interest
expense
(income),
net 
 
 4,370
 
 
 (15) 
 
 977
 (3b) 
 5,332

Other
income,
net 
 
 (629) 
 
 —
 
 
 —
 
 
 (629)
Income
from
continuing
operations
before
income
taxes 
 
 20,130
 
 
 9,434
 
 
 911
 
 
 30,475

Income
tax
expense
(benefit)
from
continuing
operations 
 
 (649) 
 
 3,777
 
 
 365
 (3c) 
 3,493

Net
income
from
continuing
operations 
 
 20,779
 
 
 5,657
 
 
 546
 
 
 26,982

Discontinued
operations: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Loss
from
discontinued
operations
before
taxes 
 
 (4,077) 
 
 —
 
 
 —
 
 
 (4,077)
Income
tax
expense
from
discontinued
operations 
 
 40
 
 
 —
 
 
 —
 
 
 40


Net
loss
from
discontinued
operations 
 
 (4,117) 
 
 —
 
 
 —
 
 
 (4,117)
Net
income 
 
 16,662
 
 
 5,657
 
 
 546
 
 
 22,865

Less:
Undistributed
earnings
attributable
to
preferred
shareholders 
 
 (15,284) 
 
 —
 
 
 (5,690) (3d) 
 (20,974)
Net
income
attributable
to
ordinary
shareholders 
 $ 1,378
 
 $ 5,657
 
 $ (5,144) 
 $ 1,891

Net
income
per
share
from
continuing
operations
attributable
to
ordinary
shareholders: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Basic 
 $ 1.14
 
 
 
 
 
 
 
 
 
 $ 1.48

Diluted 
 $ 0.87
 
 
 
 
 
 
 
 
 
 $ 1.13


Net
income
per
share
attributable
to
ordinary
shareholders: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Basic 
 $ 0.92
 
 
 
 
 
 
 
 
 
 $ 1.26

Diluted 
 $ 0.70
 
 
 
 
 
 
 
 
 
 $ 0.96


Shares
used
to
compute
net
income
from
continuing
operations
per
share
attributable
to
ordinary
shareholders: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Basic 
 
 1,503,296
 
 
 
 
 
 
 
 
 
 
 1,503,296

Diluted 
 
 1,967,926
 
 
 
 
 
 
 
 
 
 
 1,967,926


Shares
used
to
compute
net
income
per
share
attributable
to
ordinary
shareholders: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Basic 
 
 1,503,296
 
 
 
 
 
 
 
 
 
 
 1,503,296

Diluted 
 
 1,967,926
 
 
 
 
 
 
 
 
 
 
 1,967,926
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ICHOR HOLDINGS, LTD.
Notes to Unaudited Pro Forma Condensed Combined Financial Information

(in thousands)

Note 1 – Basis of Pro Forma Presentation

The
pro
forma
balance
sheet
as
of
June
30,
2017
combines
our
historical
condensed
consolidated
balance
sheet
with
the
historical
balance
sheet
of
Cal‑Weld
and
has
been
prepared
as
if
the
Acquisition
occurred
on
June
30,
2017.
The
pro
forma
statements
of
operations
for
the
six
months
ended
June
30,
2017
and
for
the
year
ended
December
30,
2016
combine
our
historical
condensed
consolidated
statements
of
operations
with
Cal‑Weld’s
historical
statements
of
operations
and
have
been
prepared
as
if
the
Acquisition
occurred
on
December
26,
2015.
The
historical
financial
information
is
adjusted
in
the
pro
forma
financial
information
to
give
effect
to
pro
forma
events
that
are
(1)
directly
attributable
to
the
Acquisition,
(2)
factually
supportable,
and
(3)
expected
to
have
continuing
impact
on
the
combined
results.

We
have
accounted
for
the
Acquisition
using
the
acquisition
method
of
accounting
pursuant
to
Financial
Accounting
Standards
Board
Accounting
Standards
Codification
Topic
805
–
Business Combinations (“ASC
805”).
In
accordance
with
ASC
805,
we
use
our
best
estimates
and
assumptions
to
assign
fair
value
to
the
tangible
and
intangible
assets
acquired
and
liabilities
assumed
at
the
Acquisition
Date.
Goodwill
as
of
the
Acquisition
Date
is
measured
as
the
excess
of
purchase
price
over
the
fair
value
of
net
tangible
and
identifiable
intangible
assets
acquired.

Historical Company

Represents
our
unaudited
consolidated
balance
sheet
as
of
June
30,
2017,
our
unaudited
consolidated
statement
of
operations
for
the
six
months
ended
June
30,
2017,
and
our
audited
consolidated
statement
of
operations
for
the
year
ended
December
30,
2016.

Historical Cal‑Weld, Inc.

Represents
the
audited
balance
sheet
of
Cal‑Weld
as
of
June
30,
2017
and
the
unaudited
statements
of
operations
for
the
six
months
ended
June
30,
2017
and
for
the
year
ended
December
30,
2016.
The
amounts
for
the
statements
of
operations
were
derived
from
the
same
financial
information
used
to
prepare
Cal‑Weld’s
audited
financial
statements
for
the
years
ended
June
30,
2017
and
June
30,
2016.

The
pro
forma
financial
information
is
provided
for
illustrative
purposes
only,
is
based
on
a
preliminary
purchase
price
allocation,
and
does
not
purport
to
represent
what
the
actual
consolidated
results
of
operations
or
the
consolidated
financial
position
of
the
combined
company
would
have
been
had
the
Acquisition
occurred
on
the
dates
assumed,
nor
are
they
necessarily
indicative
of
future
consolidated
results
of
operations
or
financial
position.

As
a
result
of
the
Acquisition,
the
pro
forma
balance
sheet
and
pro
forma
statements
of
operations
include
the
following
pro
forma
adjustments:


 • Changes
in
assets
and
liabilities
to
record
the
preliminary
estimates
of
fair
value
of
the
Acquisition;

 • Changes
in
amortization
expense
resulting
from
preliminary
estimates
of
fair
value
of
Cal‑Weld’s
customer
relationships
and
order
backlog;

 • Changes
in
compensation-related
expense
due
to
non-retention
of
Cal‑Weld’s
ownership
effective
as
of
the
Acquisition
Date;

 • The
elimination
of
non-recurring
Acquisition-related
costs
included
in
Ichor
and
Cal‑Weld’s
historical
statements
of
operations;

 • The
changes
in
our
debt
and
related
interest
expense
resulting
from
financing
the
Acquisition;

 • The
effect
of
the
above
adjustments
on
income
tax
expense;
and

 • The
effect
of
Cal‑Weld’s
earnings
on
undistributed
earnings
attributable
to
preferred
shareholders
for
the
year
ended
December
30,
2016.
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Note 2 – Preliminary Purchase Price Allocation and Purchase Price Summary

(a) Preliminary Purchase Price Allocation

The
table
below
represents
the
estimated
preliminary
purchase
price
allocation
of
net
assets
acquired
based
on
their
estimated
fair
values,
as
well
as
the
associated
estimated
useful
lives
of
the
acquired
intangible
assets.
Such
amounts
were
estimated
using
the
most
recent
audited
financial
statements
of
Cal‑Weld
as
of
June
30,
2017.
Ichor
does
not
believe
the
use
of
Cal‑Weld's
balances
as
of
June
30,
2017
instead
of
the
Acquisition
Date
will
result
in
a
materially
different
allocation.
However,
certain
amounts,
such
as
the
balances
of
cash
and
cash
equivalents,
other
working
capital
accounts,
and
deferred
taxes,
may
vary
based
upon
changes
in
Cal‑Weld’s
balances
between
June
30,
2017
and
the
Acquisition
Date,
with
offsetting
changes
to
goodwill.
As
the
final
valuations
are
being
performed,
increases
or
decreases
in
the
fair
value
of
relevant
balance
sheet
amounts
will
result
in
adjustments,
which
may
result
in
material
differences
from
the
information
presented
herein.
Ichor's
consolidated
financial
statements
for
the
quarter
ended
September
29,
2017
will
include
updated
amounts
reflecting
the
estimated
fair
values
as
of
the
Acquisition
Date.




Historical
Cal-Weld,

Inc.   

Fair Value
Adjustments   


Preliminary
Purchase
Price

Allocation  
Cash
and
cash
equivalents 
 $ 9,517
 
 $ —
 
 $ 9,517

Accounts
receivable,
net 
 
 11,289
 
 
 —
 
 
 11,289

Inventories 
 
 16,759
 
 
 3,594
 (1) 
 20,353

Prepaid
expenses
and
other
current
assets 
 
 335
 
 
 —
 
 
 335


Current
assets 
 
 37,900
 
 
 3,594
 
 
 41,494

Property
and
equipment,
net 
 
 1,692
 
 
 —
 
 
 1,692

Deferred
tax
assets 
 
 3,057
 
 
 —
 (2) 
 3,057

Intangible
assets,
net 
 
 —
 
 
 12,460
 (3) 
 12,460

Goodwill 
 
 —
 
 
 13,915
 (4) 
 13,915


Total
assets 
 
 42,649
 
 
 29,969
 
 
 72,618

Accounts
payable 
 
 (7,635) 
 
 —
 
 
 (7,635)
Accrued
liabilities
and
other
current
liabilities 
 
 (4,430) 
 
 —
 
 
 (4,430)
Other
non-current
liabilities 
 
 (2,714) 
 
 —
 
 
 (2,714)

Total
liabilities 
 
 (14,779) 
 
 —
 
 
 (14,779)
Net
assets 
 $ 27,870
 
 $ 29,969
 
 $ 57,839





 (1) Ichor
recognized
a
fair
value
step‑up
in
Cal‑Weld’s
inventory
commensurate
with
the
Acquisition.

 (2) No
adjustment
has
been
made
to
reflect
the
potential
deferred
tax
liability
and
deferred
tax
asset
valuation
release
anticipated
as
a
result
of
the

Acquisition.
Any
resulting
adjustment
will
be
reflected
in
Ichor’s
consolidated
financial
statements
for
the
quarter
ended
September
29,
2017.

 (3) See
Note
3(a)
regarding
Ichor’s
recognition
of
certain
intangible
assets.

 (4) Represents
the
excess
of
purchase
price
over
net
identifiable
assets
acquired.

(b) Purchase Price Summary

The
table
below
represents
the
sources
and
uses
of
purchase
price
and
estimated
transaction
costs:

Sources of funds: 
 
 
 

Long
term
debt 
 $ 30,000

Cash
on
hand 
 
 28,536


Total
sources 
 $ 58,536

Uses of funds: 
 
 
 

Purchase
price 
 $ 57,839

Estimated
closing
costs 
 
 697


Total
uses 
 $ 58,536
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Note 3 – Pro Forma Adjustments

(a) Operating expenses

Based
on
preliminary
estimates
of
the
fair
value
of
Cal‑Weld’s
intangible
assets,
Ichor
allocated
$11,800
to
Cal‑Weld’s
customer
relationships
and
$660
to
order
backlog.
The
customer
relationships
have
an
estimated
life
of
10
years,
resulting
in
estimated
annual
amortization
expense
of
$1,180.
Order
backlog
is
expected
to
be
recognized
within
six
months
of
the
Acquisition
Date
and
therefore
is
fully
recognized
during
the
six
months
ended
June
30,
2017
and
during
the
year
ended
December
30,
2016
on
a
pro
forma
basis.

As
a
result
of
the
Acquisition,
previous
ownership
ceased
employment
with
Cal‑Weld.
The
associated
compensation-related
costs
have
been
eliminated
in
the
pro
forma
statements
of
operations
for
the
six
months
ended
June
30,
2017
and
for
the
year
ended
December
30,
2016
as
they
are
directly
attributable
to
the
Acquisition
and
are
non-recurring.
No
other
adjustments
for
compensation-related
costs
have
been
included
in
the
pro
forma
statements
of
operations.

Included
in
the
historical
statements
of
operations
of
Ichor
and
Cal‑Weld
for
the
six
months
ended
June
30,
2017
are
non-recurring
Acquisition-related
costs.
These
costs
have
been
eliminated
in
the
pro
forma
statement
of
operations
for
the
six
months
ended
June
30,
2017
as
they
are
directly
attributable
to
the
Acquisition
and
are
non-recurring.

The
following
table
summarizes
the
pro
forma
adjustments
to
the
pro
forma
statements
of
operations
for
the
six
months
ended
June
30,
2017
and
for
the
year
ended
December
30,
2016:



Six Months
Ended   
 Year Ended  


 

June 30,
2017   


December 30,
2016  

Amortization
expense 
 $ 1,250
 
 $ 1,840

Compensation-related
expense 
 
 (2,578) 
 
 (3,728)
Acquisition-related
costs 
 
 (214) 
 
 —


Operating
expenses 
 $ (1,542) 
 $ (1,888)

(b) Interest expense (income), net

In
connection
with
the
Acquisition,
Ichor
entered
into
a
second
amendment
to
its
credit
facility,
resulting
in
a
reduced
borrowing
rate
for
all
indebtedness,
an
additional
$20,000
drawn
on
its
term
loan
facility,
and
an
additional
$10,000
drawn
on
its
revolving
credit
facility.
The
associated
adjustment
to
the
pro
forma
statements
of
operations
for
the
six
months
ended
June
30,
2017
and
for
the
year
ended
December
30,
2016
reflects
incremental
interest
expense
from
the
additional
debt
outstanding
and
reduced
borrowing
rate.

(c) Income tax expense (benefit) from continuing operations

The
income
tax
effects
of
the
pro
forma
adjustments
above
have
been
made
to
the
pro
forma
statements
of
operations
for
the
six
months
ended
June
30,
2017
and
December
30,
2016
using
historical
effective
income
tax
rates
of
38.2%
and
40.0%,
respectively.
However,
no
adjustment
has
yet
been
made
to
reflect
the
potential
deferred
tax
liability
and
deferred
tax
asset
valuation
release
anticipated
as
a
result
of
the
Acquisition.
Any
resulting
adjustment
will
be
reflected
in
Ichor’s
consolidated
financial
statements
for
the
quarter
ended
September
29,
2017.

(d) Undistributed earnings attributable to preferred shareholders

See
Note
4
below.

(e) Shareholders’ equity

The
adjustment
to
shareholders’
equity
reflect
the
elimination
of
Cal‑Weld’s
historical
shareholder
equity
accounts
and
give
effect
to
the
$697
in
transaction-
related
costs
in
connection
with
the
Acquisition
summarized
in
Note
2.
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Note 4 – Earnings per Share

The
following
table
calculates
earnings
per
share
attributable
to
ordinary
shareholders
for
the
year
ended
December
30,
2016
using
the
two
class
method,
required
for
participating
securities,
as
Ichor
had
two
classes
of
stock
during
the
year
ended
December
30,
2016.
Subsequent
to
Ichor’s
initial
public
offering
in
December
2016,
only
one
class
of
stock
has
remained
outstanding,
and
therefore
the
two
class
method
is
no
longer
used.




 
Historical
Company    

Historical
Cal-Weld, Inc.    

Pro Forma
Adjustments    

Pro Forma
Combined  

Net
income
from
continuing
operations 
 $ 20,779
 
 $ 5,657
 
 $ 546
 
 $ 26,982

Undistributed
earnings
attributed
to
preferred
shareholders 
 
 (19,060) 
 
 —
 
 
 (5,690) (1) 
 (24,750)

Net
income
from
continuing
operations,
attributable
to
ordinary
shareholders 
 $ 1,719
 
 $ 5,657
 
 $ (5,144) 
 $ 2,232


Net
income 
 $ 16,662
 
 $ 5,657
 
 $ 546
 
 $ 22,865

Less:
Undistributed
earnings
attributable
to
preferred
shareholders 
 
 (15,284) 
 
 —
 
 
 (5,690) (1) 
 (20,974)

Net
income
attributable
to
ordinary
shareholders 
 $ 1,378
 
 $ 5,657
 
 $ (5,144) 
 $ 1,891

Net
income
per
share
from
continuing
operations
attributable
to
ordinary
shareholders: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Basic 
 $ 1.14
 
 
 
 
 
 
 
 
 
 $ 1.48

Diluted 
 $ 0.87
 
 
 
 
 
 
 
 
 
 $ 1.13


Net
income
per
share
attributable
to
ordinary
shareholders: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Basic 
 $ 0.92
 
 
 
 
 
 
 
 
 
 $ 1.26

Diluted 
 $ 0.70
 
 
 
 
 
 
 
 
 
 $ 0.96


Shares
used
to
compute
net
income
from
continuing
operations
per
share
attributable
to
ordinary
shareholders: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Basic 
 
 1,503,296
 
 
 
 
 
 
 
 
 
 
 1,503,296

Diluted 
 
 1,967,926
 
 
 
 
 
 
 
 
 
 
 1,967,926


Shares
used
to
compute
net
income
per
share
attributable
to
ordinary
shareholders: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Basic 
 
 1,503,296
 
 
 
 
 
 
 
 
 
 
 1,503,296

Diluted 
 
 1,967,926
 
 
 
 
 
 
 
 
 
 
 1,967,926





 (1) The
undistributed
earnings
attributable
to
preferred
shareholders
has
been
adjusted,
on
a
pro
forma
basis,
for
the
incremental
earnings
from
Cal‑Weld,
after
giving
effect
to
pro
forma
adjustments,
for
the
year
ended
December
30,
2016.
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