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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

PHOTRONICS, INC. AND SUBSIDIARI

Consolidated Balance Sheet

(Dollars in thousands)

ASSETS
Januar
199
(Unaud
Current assets:
Cash and cash equivalents $17,
Short-term investments 4,

Accounts receivable (less allowance
for doubtful accounts of $155 in

1995 and $135 in 1994) 15,
Inventories 3,
Other current assets 2,
Total current assets 42,
Property, plant and equipment 42,

Intangible assets (less accumulated
amortization of $1,351 in 1995

and $1,117 in 1994) 10,
Investments 15,
Other assets 2,

$113,

See accompanying notes to consolidated financitéstents
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PHOTRONICS, INC. AND SUBSIDIARI ES
Consolidated Balance Sheet

(Dollars in thousands, except per shar e amounts)
LIABILITIES AND SHAREHOLDERS' EQU ITY
Januar y 31, October 31,
19 95 1994
(Unaud ited)

Current liabilities:
Short-term debt and current

portion of long-term debt $ 3,0 34 $ 467
Accounts payable 7,6 95 5,053
Accrued salaries and wages 1,9 42 2,615
Other accrued liabilities 1,3 36 1,423
Income taxes 1,9 38 567
Total current liabilities 15,9 45 10,125
Long-term debt 1,8 55 495
Deferred income taxes 8,8 54 7,077
Other liabilities 2 39 247
Total liabilities 26,8 93 17,944

Commitments and contingencies - -
Shareholders' equity:

Preferred stock, $0.01 par value,

2,000,000 shares authorized,

none issued and outstanding - -

Common stock, $0.01 par value,
10,000,000 shares authorized,
6,668,304 shares issued in 1995

and 6,659,929 shares in 1994 67 67
Additional paid-in capital 41,4 52 41,338
Retained earnings 37,6 05 34,338
Unrealized gains on investments 8,0 20 5,608
Treasury stock, 91,000 shares at cost 2 45) (245)
Deferred compensation on restricted stock (6 16) (704)
Total shareholders' equity 86,2 83 80,402
$113,1 76 $98,346

See accompanying notes to consolidated financitéstents



PHOTRONICS, INC. AND SUBSIDIARI

Consolidated Statement of Earnin

(In thousands, except per share amo

(Unaudited)
T
199

Net sales $26,1
Costs and expenses:

Cost of sales 16,4

Selling, general and administrative 3,5

Research and development 1,3

Operating income 4,8

Interest income 2
Interest expense (
Other income 1

Income before income taxes and
cumulative effect of change
in accounting for income taxes 5,2

Provision for income taxes 1,9
Income before cumulative
effect of change in
accounting for income taxes 3,2

Cumulative effect of change in
accounting for income taxes

Net income $3,2

Net income per common share:

Income before cumulative effect of change
in accounting for income taxes $0.

Cumulative effect of change in
accounting for income taxes

Net income $0.

Weighted average number of
common shares outstanding 6,8

See accompanying notes to consolidated finanasdsients

ES

gs

unts)

hree Months Ended

January 31,

5 1994
76 $18,857
17 12,525
43 2,274
48 1,137
68 2,921
48 89
32) (21)
18 8
02 2,997
35 959
67 2,038

- 237
67 $2,275
48 $0.31

- 0.03
48 $0.34
37 6,625



PHOTRONICS, INC. AND SUBSIDIARI ES

Consolidated Statement of Cash Fl ows
(Dollars in thousands)
(Unaudited)
Three Months Ended
January 31,
1995 1994
Cash flows from operating activities:
Net income $3,267 $2,275
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization of property,
plant and equipment 2,069 2,009
Amortization of intangible assets 234 161
Deferred income taxes (54) (229)
Cumulative effect of change in
accounting for income taxes - (237)
Other (130) -
Changes in assets and liabilities:
Accounts receivable (5,071) 466
Inventories (156) 354
Other current assets (141) (722)
Accounts payable and accrued liabilities 1,882 (1,971)
Income taxes payable 1,371 1,131
Net cash provided by operating activities 3,271 3,237
Cash flows from investing activities:
Acquisition of assets of Hoya Micro Mask, Inc. (7,400) -
Expenditures for property, plant and equipment (1,308) (1,576)
Deposits on equipment (656) -
Net change in short-term investments (1,713) 1,087
Proceeds from sale of investments 410 -
Other @) (6)
Net cash used in investing activities (10,674) (495)
Cash flows from financing activities:
Repayment of long-term debt (442) (161)
Proceeds from issuance of common stock 114 158
Net cash used in financing activities (328) )
Net increase (decrease) in cash and cash equivalent s (7,731) 2,739
Cash and cash equivalents at beginning of period 25,092 8,226
Cash and cash equivalents at end of period $17,361  $10,965
Cash paid during the period for:
Interest $13 $21
Income taxes $567 $19

See accompanying notes to consolidated financitéstents



PHOTRONICS, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

Three Months Ended January 31, 1995
(Unaudited)

NOTE 1 - BASIS OF FINANCIAL STATEMENT PRESENTATION

The consolidated financial statements of the Comiraeiuded herein have been prepared by the Comparguant to the rules and
regulations of the Securities and Exchange Comaorisaind, in the opinion of management, reflect@jilistments which are necessary to
present fairly the results for the three-monthgasiended January 31, 1995 and 1994. Interim finbdata presented herein are unaudited.
Certain information and footnote disclosures nolyniacluded in financial statements prepared inoadance with generally accepted
accounting principles have been condensed or ahpttiesuant to such rules and regulations; howewanagement believes that the
disclosures are adequate to make the informatiesepited not misleading. This report should be ireadnjunction with the consolidated
financial statements and footnotes as of Octobet 394, which give a complete discussion of thea#ers.

NOTE 2 - ACQUISITION OF PHOTOMASK OPERATIONS
OF HOYA MICRO MASK, INC.

On December 1, 1994, the Company acquired cersaiets held by Hoya Micro Mask, Inc. ("Micro Masld)) independent photomask
manufacturer with manufacturing operations locate8unnyvale, California. The transaction includleel purchase of land, buildings,
inventory and certain assets other than cash amivebles. In addition, significant manufacturinygtems owned by Micro Mask were leased
by the Company from Micro Mask. The acquisition iaanced through available cash reserves andwedahe payment of approximately
$7.2 million in cash at closing and the obligattorpay $3.0 million and $1.8 million, without ingst, six months and four years after the
closing, respectively. In addition, the Companyuimed approximately $0.2 million of costs in contiet with the acquisition. The operating
lease of the significant manufacturing systemsahtesm ranging from 44 to 62 months and includesitht to purchase the systems at fair
market value at the end of the lease.

The acquisition was accounted for as a purchasegaaadrdingly, the acquisition price was allocategroperty, plant and equipment as well
as certain intangible assets based on relativerdduie. Intangible assets include goodwill of apgrately $5.2 million which will be
amortized over twenty (20) years. The consolidatatement of earnings includes the results of Midask's operations from December 1,
1994, the effective date of the acquisiti



The consolidated results of the Company's opersitiona proforma basis for the three months endaghiyn 31, 1994, as though the purchase
had been made as of the beginning of that periodjdvhave reflected sales of approximately $24 Ifiani Net income and earnings per
share would not have been materially differentimfirst quarter of 1994. The proforma results pémtions are not necessarily indicative of
the actual operating results that would have oeclinad the transaction been consummated at theregiof the period, or of the future
operating results of the combined companies.

NOTE 3 - THREE-FOR-TWO STOCK SPLIT

In January 1995, the Company's Board of Directpm@ved a three-for- two stock split effective Ma0, 1995, contingent upon approval
of an amendment to its Certificate of Incorporaiiocreasing the number of shares the Company ®&dred to issue. This amendment will
be considered by the Company's shareholders antigal meeting to be held on March 16, 1995.

Shareholders of record on March 20, 1995 will ree¢hree shares of common stock for each two theyan that date. The Company is
currently authorized to issue 10 million shares,yzdue $0.01, of common stock and the proposeddment would increase this
authorization to 20 million shares. When the steght is effective, there will be approximately 4million shares outstanding or reserved for
issuance



Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations
Material Changes in Results of Operations Quantetell January 31, 1995 versus January 31, 1994

A significant portion of the material changes ile@ategory of the Company's results of operationthe current quarter as compared to the
same period last year are attributable to the atepri, on December 1, 1994, of the photomask natufing operations and certain assets of
Hoya Micro Mask, Inc. ("Micro Mask"), an independg@motomask manufacturer with manufacturing operetiocated in Sunnyvale,
California. The operations acquired represent laskrvice, state-of- the-art photomask manufactufacility.

Net sales for the quarter ended January 31, 1998dred 38.8% to $26.2 million compared with $18ilfon in the same period in the pri
year. The increase is attributable to the inclugibtwo months' sales by the Company's new Suneyfeallity and generally stronger deme
from its existing customer base. The Company gdteis that its new Sunnyvale operation will contiébto continued sales growth in each
quarter of fiscal 1995 as compared to the corredipgnquarters of the prior year.

Cost of sales in the quarter ended January 31, 18@%ased 31.1% from the same period last yeaulting primarily from increased sales,
together with higher employee incentive compengatipense resulting from the Company's performancaddition, employee benefit co:
for the first quarter of 1995 increased as the nitgjof the employees at the Texas facility weré yet eligible for benefits in the first quarter
of 1994. As a percentage of net sales, cost of shlereased to 62.7% in the first quarter of 139&ompared with 66.4% in the prior year
quarter. The decrease was primarily due to impraagmhcity utilization and greater operating effities resulting from sales volume
increases at the Company's Brookfield, Dallas aipitds existing facilities. This improvement waiset somewhat by a change in business
mix and lower margins in the Sunnyvale operatidme Tompany anticipates that its fixed operatindscadl! increase in connection with its
planned expansion of capacity (see "Liquidity amgitl Resources"), but that increased sales lavifllsargely compensate for such cost
increases.

Selling, general and administrative expenses ise@&5.8% in the quarter ended January 31, 199 aed with the same period in the
prior year. The increase was due largely to higimeployee incentive compensation expense provisiersresult of performance and the
inclusion of two months' expenses of the CompaByisnyvale facility. Furthermore, the Company haxdéases in staffing levels, as well as
general increases in wages and other expensespésantage of net sales, selling, general andrasimaitive expenses increased to 13.5% in
the first quarter of 1995, compared with 12.1%hie torresponding 1994 period.

Research and development expenses for the firsteguad fiscal 1995 increased 18.6% from the samr@og last year, primarily as a result of
several projects dealing with advanced technoldmtgmasks. However, as a percentage of net sakEanch and development expenses
declined to 5.1% in the quarter ended January @35 1compared to 6.0% in the corresponding priar yeriod, reflecting increased net s¢
The Company anticipates that the increased reviease provided by the Sunnyvale facility will alléar increased research and developn
efforts.



Interest income for the three months ended Jar@lr$995, increased 178.7% from the same peridgéas due to higher levels of
investable funds, coupled with higher prevailinteiest rates. Interest expense increased 52.4%aremhpvith the first quarter of the previc
year. This increase was attributable to interepease incurred in connection with the Micro Masguasition, offset by a reduction in oth
longterm debt. The net increase in other income of $tillon compared with the same period in the psiear was primarily due to net ga
on investments during the first quarter of fiscada.

For the first quarter of fiscal 1995 the Compangvided Federal and state income taxes at an estihtaimbined effective annual rate of
approximately 37% as compared to 32% in the samiedkast year. The increase in the Company's eséichtax rate is primarily due to a
larger portion of income being subject to the 35rémental Federal income tax rate and a greatéopaf the Company's income being
sourced in California. In the first quarter of i§d 994, the Company recognized the cumulativecetiethe adoption of FAS 109,
"Accounting for Income Taxes," resulting in a benef $0.2 million, or $0.03 per share.

Net income in the first quarter ended January 9®5lincreased 43.6% to $3.3 million, or $0.48 pere, compared with $2.3 million,
$0.34 per share, for the same period in the pearyThe weighted average number of common shatetading increased to 6,837,000 for
the first quarter of fiscal 1995 from 6,625,000 last year's first quarter.

Liquidity and Capital Resources

The Company's cash, cash equivalents and shortiteestments decreased $6.0 million during the tga@nded January 31, 1995. During
the first quarter, the Company funded $7.4 millidracquisition costs in connection with the Micrask acquisition. Excluding the Micro
Mask acquisition, investing activities used caghliog $3.3 million, principally for deposits on@purchases of property and equipment, and
financing activities used an additional $0.3 millidhese decreases in liquidity were offset by $8ilBon of cash provided by operating
activities after utilizing approximately $2.0 mdh for initial working capital at the Sunnyvaleesit

Accounts receivable at January 31, 1995 increa8da¥# from October 31, 1994, principally as a resfiihcreases in sales including those at
the new Sunnyvale operation. The 42.0% increas®/gntories also is attributable to the additionhef Sunnyvale facility. Other current
assets increased 14.4% primarily due to increasearious prepaid expenses.

Property, plant and equipment and intangible asgetanuary 31, 1995 increased 13.9% and 99.0%gctgely, from October 31, 1994,
principally due to the acquisition of $5.1 milliorfi fixed assets and $5.7 million of intangible @as$e connection with the Micro Mask
acquisition, and other fixed asset additions tota$1.3 million, offset by normal depreciation ardortization expens



Investments increased 36.2% due to additional lineshgains recorded in the first quarter of fist@95 as a result of the increased fair value
of the Company's investments, net of dispositiaming the quarter.

Other assets at January 31, 1995 decreased 7.4%fctober 31, 1994, as assets which were previacsigunted for as deposits were
reclassified when the equipment was placed in serRartially offsetting this decrease were addélaeposits on equipment of $0.7 million.

Accounts payable increased 52.3% primarily duda¢oaddition of the Sunnyvale operation and incré@sgables related to equipment
purchases. Accrued salaries decreased 25.7% mllycgs a result of the payment during the firsager of fiscal 1994 of prior year incenti
compensation. This decrease was offset by theiaddif the Sunnyvale operation and provisions h@entive compensation for fiscal 1995.
Other accrued liabilities at January 31, 1995 desed 6.1% from October 31, 1994 due to the payrirehf95, of certain 1994 annual
expenses, offset by increases resulting from tiéiad of the Sunnyvale operation. Current incorees payable increased to $1.9 million
due to the results of operations, the Company'ss$éimates, and the Company's normal income tampai/practice.

In connection with the Micro Mask acquisition, #iempany incurred an obligation to pay $3.0 milleord $1.8 million, without interest, six
months and four years after the closing, respdgtivies a result of these obligations and a $0.4ionilballoon payment which became due,
short-term debt and the current portion of longrtelebt increased by $2.6 million and long-term digsis the current portion, increased $1.4
million (net of imputed interest on the Micro Madé&bt) during the first quarter of fiscal 1995. Dedéel income taxes at January 31, 1995
increased $1.8 million from October 31, 1994 td%8&illion largely due to amounts provided on theaatized gains on investments.

As of January 31, 1995, the Company had commitnfenthie purchase or lease of property, plant apdpenent with an acquisition cost of
approximately $24.4 million, of which approximat&i.8 million had been paid at that date. Incluglecbmmitments are $6.6 million related
to the construction of the Company's new facilityhie Dallas area. Additional commitments for carston as well as the relocation of the
Company's current Texas operation will be incuteter in 1995. The Company's commitments represgastments in additional
manufacturing capacity, as well as advanced equipfoe research and development of the next geioaraf high end, more complex
photomasks.

The Company will use its working capital, bank étdides and leasing arrangements to finance ipstabinvestments. The Company has a
revolving credit commitment for borrowings of up&®0 million a year in each of the next three yeBusther, the Company believes that it
has the capacity for substantial growth and adwmesguity and other financing sources to fulfil dash requirements for the foreseeable
future.



PART Il. OTHER INFORMATION
Item 6. Exhibits and Reports of Form 8-K
(a) Exhibits
27 Financial Data Schedule
(b) Reports on Form 8-K

A report on Form 8-K was filed by the Company orc®mber 5, 1994 reporting the acquisition of suliithy all of the operating assets of
Hoya Micro Mask, Inc. The financial statements iiegplito be filed under Form 8-K were filed by an &mdment to Form 8-K, dated January
27, 1995. The financial statements filed were H#s¥:

(1) Financial Statements of Business Acquired Hdyao Mask, Inc. ... Report of KPMG Peat Marwick Bl.dated November 18, 1994 ...
Balance Sheets, dated March 31, 1994 and 199&ter®ents of Operations, Accumulated Deficit andiJ&ows for the years ended March
31, 1994 and 1993 ... Notes to Financial Statements

Unaudited Interim Financial Statements ... CondéBsgance Sheets as of September 30, 1994 and Nard994
... Condensed Statements of Operations and Accteauleficit for the six-month periods ended Septeng®, 1994 and 1993 ... Condensed
Statements of Cash Flows for the six-month per@tted September 30, 1994 and 1993 ... Notes todberd Financial Statements

(2) Pro Forma Financial Information Photronics,. lacd Hoya Micro Mask Inc. ... Pro Forma ConderGedsolidated Balance Sheet as of
October 31, 1994 ... Pro Forma Condensed CombitegdrBent of Operations for the twelve months er@eibber 31, 1994 ... Notes to Pro
Forma Financial Statements

SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned thereunto duly authorized.

PHOTRONICS, INC.
(Registrant)

By: ROBERT J. BOLLO
Robert J. Bollo
Vice President/Finance
(Duly Authorized Officer and
Principal Financial Officer)

Date: March 9, 199



ARTICLE 5

This schedule contains summary financial infornragatracted from the Consolidated Statement of iEgsnand the Consolidated Balance

Sheet and is qualified in its entirety by referetasuch financial statments.

MULTIPLIER: 1,000

PERIOD TYPE 3 MOS
FISCAL YEAR END OCT 31199
PERIOD START NOV 01 199:
PERIOD END JAN 31 199!
CASH 17,36
SECURITIES 4,24¢
RECEIVABLES 15,44«
ALLOWANCES 15&
INVENTORY 3,50¢
CURRENT ASSET¢ 42,85:
PP&E 76,55¢
DEPRECIATION 34,48¢
TOTAL ASSETS 113,17¢
CURRENT LIABILITIES 15,94¢
BONDS 1,85t
COMMON 67
PREFERRED MANDATORY 0
PREFERREL 0
OTHER SE 86,21¢
TOTAL LIABILITY AND EQUITY 113,17¢
SALES 26,17¢
TOTAL REVENUES 26,17¢
CGS 16,417
TOTAL COSTS 16,417
OTHER EXPENSE¢ 0
LOSS PROVISION 20
INTEREST EXPENSE 32
INCOME PRETAX 5,20z
INCOME TAX 1,93t
INCOME CONTINUING 3,261
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 3,267
EPS PRIMARY 0.4¢
EPS DILUTED 0
End of Filing
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