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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

Condensed Consolidated Balance S heet

(dollars in thousands)

ASSETS
April 30, October 31,
199 6 1995
(Unaud ited)

Current assets:
Cash, cash equivalents and
short-term investments $ 32, 885 $ 51,865

Accounts receivable (less allowance
for doubtful accounts of $195 in

1996 and 1995) 23, 443 17,857
Inventories 7, 715 6,357
Other current assets 5, 089 3,380

Total current assets 69, 132 79,459

Property, plant and equipment (less
accumulated depreciation of $46,370
in 1996 and $40,917 in 1995) 93, 332 72,063

Intangible assets (less accumulated
amortization of $2,684 in 1996

and $2,156 in 1995) 9, 789 10,289
Investments and other assets 16, 681 12,407
$188, 934 $174,218

See accompanying notes to consolidated financial st atements.



Condensed Consolidated Balance S
(dollars in thousands, except per shar

LIABILITIES AND SHAREHOLDERS' EQU

April
19
(Unaud
Current liabilities:
Current portion of long-term debt $
Accounts payable 17,
Accrued liabilities 10,
Total current liabilities 27,
Long-term debt 1,

Deferred income taxes and other liabilities 12,

Total liabilities 41,

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,

20,000,000 shares authorized,

11,888,897 shares issued in 1996

and 11,758,292 shares issued in 1995 1

Additional paid-in capital 76,3
Retained earnings 62,8
Unrealized gains on investments 8,8
Other 8

Total shareholders' equity 147,4

See accompanying notes to consolidated financial st

heet
e amounts)
ITY

30, October 31,

96 1995
ited)

37 $ 36
073 17,850
544 11,920
654 29,806
790 1,809
087 8,558
531 40,173
19 118
40 75,083
88 52,970
71 6,471
15) (597)
03 134,045

atements.



Condensed Consolidated Statement of

(in thousands, except per share am
(Unaudited)

Three Months E
April 30,

Net sales $40,514 $30

Costs and expenses:

Cost of sales 24,811 18
Selling, general and administrative 5,447 4
Research and development 2,123 1

Income before income taxes 8,467 6

Provision for income taxes 3,200 2

Net income $5,267 $3

Weighted average number of
common shares outstanding 12,048 10

See accompanying notes to consolidated financial st

Earnings

ounts)

nded Six Months Ended
April 30,

95 1996 1995

,037  $75,182 $56,213

422 46,063 34,839
,104 10,032 7,647
595 3,948 2,943

,916 15,139 10,784

179 879 513

,095 16,018 11,297

275 6,100 4,210

,820 $9,918 $ 7,087

0.36 $0.82 $0.68

,513 12,053 10,385

atements.



Condensed Consolidated Statement of C
(in thousands)
(Unaudited)

ash Flows

Six Months Ended
April 30,

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization 5,981 4,630
Other 999 (168)
Changes in assets and liabilities, net of
effects of acquisitions:
Accounts receivable (5,586) (5,852)
Inventories 977) (104)
Other current assets

(2,439) 47
Accounts payable and accrued liabilities (2,154) 6,203

$9,918 $7,087

Net cash provided by operating activities

Cash flows from investing activities:
Acquisition of assets of photomask operations
Deposits on and purchases of property,
plant and equipment

(18,621) (10,137)
Net change in short-term investments 12,196 (5,498)
Other

1,143 240

(8,482)  (7,400)

Net cash used in investing activities

Cash flows from financing activities:
Repayment of long-term debt
Net proceeds from issuance of common stock

Net cash provided by financing activities

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period $28,860  $39,597

Cash paid during the period for:
Interest

$16 $21
Income taxes

$6,299 $4,490

See accompanying notes to consolidated financial st atements.



PHOTRONICS, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement

Three and Six Months Ended April 30, 1996
(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 and sixath@eriods ended April 30, 1996 and 1995. Intdimancial data presented herein are
unaudited. Certain information and footnote disgtes normally included in financial statements preg in accordance with generally
accepted accounting principles have been condemrsehitted pursuant to such rules and regulatibogjever, management 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 395, which give a complete discussion of thea#ers.

NOTE 2 - ACQUISITION OF PHOTOMASK OPERATIONS

On January 24, 1996, the Company acquired the pfasth manufacturing operations and assets of Pl&m@yconductors Limited
("Plessey"), located in Oldham, United Kingdom, $dr9 million in cash. In connection with the traason, the Company leased the facilil
from Plessey previously utilized by them for thenuacture of photomasks. It is the Company's imbertb relocate the operation to an
independent facility in the Manchester, UK, areapproximately one year. The acquisition was actalifor as a purchase and, accordingly,
the acquisition price was allocated to property egdipment based on relative fair value. The reaflthe acquired operations were not
material to the Company for the periods presented.

On April 1, 1996, the Company, through its majontyned subsidiary, acquired the photomask manufiactwperations and assets of the
Litomask Division ("Litomask") of Centre Suisse &ronique et de Microtechnique S.A. ("CSEM") ltaxhin Neuchatel, Switzerland for
$3.4 million in cash. CSEM holds the remaining iat in this subsidiary and the Company has amopti acquire CSEM's interest within a
two-year period. In connection with the transactibie Company leased the facilities and retainethiceservices from CSEM previously
utilized by Litomask. The acquisition was accourfiedas a purchase and, accordingly, the acquisfiiice was allocated to property and
equipment based on relative fair value. The resiltie acquired operations were not material éoGompany for the periods present



Item 2. Management's Discussion and Analysis of Relés of Operations and Financial Condition
Material Changes in Results of Operations ThreeSirdMonths Ended April 30, 1996 versus April 3095

A significant portion of the material changes icle@ategory of the Company's results of operationthe three and six months ended April
30, 1996, as compared to the same periods in thefggcal year are attributable to recent acqgigisg. On January 24, 1996, the Company
acquired the photomask manufacturing operationsaaedts of Plessey Semiconductors Limited ("Pléssmgated in Oldham, United
Kingdom. On April 1, 1996, the Company acquiredltitemask Division of Centre Suisse d'Electronigiiele Microtechnique S.A.
("Litomask") located in Neuchatel, Switzerland. S&se 2 to the Condensed Consolidated Financidé®ents. The Company acquired the
photomask manufacturing operations and assets yd Nticro Mask, Inc. in Sunnyvale, California, andckbphase Laboratories, Inc.
("Microphase") in Colorado Springs, Colorado, orcBraber 1, 1994 and on June 20, 1995, respectively.

Net sales for the three and six months ended B0rilL996, increased 34.9% to $40.5 million and @3t@ $75.2 million, respectivel
compared to $30.0 million and $56.2 million for $eme periods in the prior fiscal year. The majaritthe growth was from increased
shipments to customers from existing facilities tlugreater manufacturing capacity as the Compaaguged its capacity expansion progr
and increased sales from the Company's whmliypted subsidiary, Beta Squared, Inc. ("Beta Squaredaddition, a portion of the increase
each period is attributable to the European andi@db acquisitions and, for the six-month peribé, inclusion of a full six months of sales
for the Company's Sunnyvale facility.

Cost of sales for the three and six months ended 2@, 1996, increased 34.7% to $24.8 million &2d2% to $46.1 million, respectively,
compared to $18.4 million and $34.8 million for geme periods in the prior fiscal year. These mmes resulted principally from increases in
sales volume, including those from the Companyemeacquisitions. To meet the increased product@nands, the Company has increased
its staffing levels and manufacturing capacity, athincreased, among other things, labor and benediits and depreciation expense. As a
percentage of net sales, cost of sales decredghtlysto 61.2% and 61.3% for the three and six therended April 30, 1996, as compared
with 61.3% and 62.0% in the corresponding periags year. Improvements from higher capacity utilcraof the Company's installed
equipment base and greater operating efficiendfesdad by sales volume increases were largelyetthy the absorption of costs of new
manufacturing capacity and lower margins geneiligecently acquired operations. Demand for moreptex photomasks continues to
increase, yielding a more favorable product mixmythe current period. The Company anticipatesitadixed operating costs will increase
in connection with its continuing capacity expamsiblowever, the Company expects to match theseshighsts with continued increases in
revenues.

Selling, general and administrative expenses ise@82.7% to $5.4 million and 31.2% to $10.0 millfor the three and six months ended
April 30, 1996, compared to $4.1 million and $7.8lion for the same periods in the prior fiscal yeghese increases were due largely to the
addition of the Company's foreign operations aadiblorado facility and, for the six- month peritige inclusion of a full six months of
expenses for the Company's Sunnyvale facility diditéon, staffing levels and costs associated withCompany's growth increased to
accommodate the Company's business expansionp@santage of net sales, selling, general and astmaitive expenses decreased slightly
to 13.4% and 13.3% for the three and six monthee@wmpril 30, 1996, compared with 13.7% and 13.6%dlie same periods last ye



Research and development expenses for the thres>anmbnths ended April 30, 1996, increased 33.4%2t1 million and 34.2% to $3.9
million, respectively, compared to $1.6 million a#®2.9 million for the same periods in the priocfifyear. These increases reflect the
expansion of the Company's research and developongaization and an increase in its developmdattefwhich have focused on new
high-end, more complex photomasks utilizing phds#, ®ptical proximity correction and deep ultradet technologies. As a percentage of
net sales, research and development expenses st htly to 5.2% for the three months endedlI&fx, 1996, compared with 5.3% in t
prior fiscal year period and remained flat for theresponding six-month periods.

Interest and other income, net, for the three anthenths ended April 30, 1996, increased to $33@.8nd $879,000, respectively, compared
to $179,000 and $513,000 for the same periodseiptior fiscal year due principally to increasedierest income resulting from higher
levels of funds available for investment.

For the three and six months ended April 30, 18 Company provided Federal and state income &@b@s estimated combined effective
annual tax rate of 37.8% and 38.1%, respectivalygcmpared with 37.3% in the same periods for tho fiscal year. The increase in the
Company's estimated tax rate primarily is the tesfuh larger portion of income being subject te #5% incremental Federal income tax rate
and a slight decrease in estimated tax-exempt timeag income for the current fiscal year.

Net income for the three and six months ended /A8fjl1996, increased 37.9% to $5.3 million, or 8(ér share, and 39.9% to $9.9 milli
or $0.82 per share, compared with $3.8 million$@:36 per share, and $7.1 million, or $0.68 perestfar the corresponding prior year
periods. The weighted average number of commorestartstanding increased to 12.0 million and 12ltlom respectively, for the three a
six months ended April 30, 1996, from 10.5 millamd 10.4 million for the same periods last yeangpially as a result of the public offering
of 1.5 million shares in April and May 1995 and thsuance of approximately 100,000 shares in cdimmewith the Microphase acquisition
in June 1995.

Liquidity and Capital Resources

The Company's cash, cash equivalents and shortit@estments decreased $19.0 million during thevsixths ended April 30, 1996, largely
as a result of funding $18.6 million of capital ergitures for equipment and construction in corineatith the Company's expansion of
manufacturing capacity and $8.5 million for the @isgiion of the photomask manufacturing operatiand assets of Plessey and Litomask.
Offsetting these decreases were cash provided ératipg activities totaling $5.7 million, $1.3 niglh of advances in connection with
financial assistance for the Company's new Manehesteration and $1.3 million from sales of stooker employee stock option plans.

Accounts receivable increased to $23.4 million ptilA30, 1996, from $17.9 million at October 31,989 primarily as a result of higher sales
levels, including sales by the new European oparatilnventory increased to $7.7 million at Apl, 3996, from $6.4 million at October 31,
1995, primarily due to higher equipment levels ataBSquared, general increases to accommodatsdakagng sales volume and the addi
of the European facilities. Other current asseatseimsed to $5.1 million at April 30, 1996, from4#illion at October 31, 1995, primarily d
to an increase in prepaid income ta



Property, plant and equipment increased to $93ll&mat April 30, 1996, from $72.1 million at Odier 31, 1995. Deposits on and purchases
of equipment and construction in progress on the Allen, Texas, and Singapore plants totaled $b@IBon and fixed assets of $8.1 million
were acquired in connection with the Plessey atahhask acquisitions. These increases were offsabhyal depreciation expense totaling
$5.5 million. Intangible assets decreased to $9ligomat April 30, 1996, from $10.3 million at Qaiber 31, 1995, due to normal amortization
expense.

Investments and other assets increased to $16i@dmak April 30, 1996, from $12.4 million at Octeb31, 1995, principally due to additional
unrealized gains from the net increase in thevalnes of the Company's investments during theogeri

Accounts payable decreased to $17.1 million atl/Ag8tj 1996, from $17.9 million at October 31, 19pEncipally due to a significant
decrease in payables related to recent major equippurchases, offset by increases from the additiahe European operations and higher
level of raw materials purchases based on growinduction needs. Accrued liabilities decreasedli®.$ million at April 30, 1996 from
$11.9 million at October 31, 1995. This decreadargely attributable to fiscal 1996 payments stél 1995 incentive compensation, payn
of employee withholding taxes from stock optionreiges as of October 31, 1995, and a lower salésis@é tax liability because of timing
differences in settlement of the scheduled paymeffiset by provisions for incentive compensationffscal 1996.

There was no significant change in long-term detthices during the period. Deferred income taxeso#imer liabilities increased to $12.1
million at April 30, 1996, from $8.6 million at Qaber 31, 1995, principally due to amounts providadinrealized gains on investments and
advances received in connection with financialsiasice for the Company's new Manchester operations.

The Company's commitments represent investmeradditional manufacturing capacity as well as adedrequipment for research and
development of the next generation of higid, more complex photomasks. At April 30, 1996, @ompany had commitments outstanding
capital expenditures of approximately $65.1 millioxcluding commitments for new facilities in Texasd Singapore. Additional
commitments for these and other manufacturing ionatare expected to be incurred in fiscal 1996.

The Company will use its working capital, bank érdides and leasing arrangements to finance ipstabexpenditures. The Company
believes that its currently available resourcegetoer with its capacity for substantial growth @sdaccessibility to other debt and equity
financing sources, are sufficient to satisfy itstceequirements for the foreseeable fut



PART Il. OTHER INFORMATION
Item 4. Submission of Matters to a Vote of SecuritiHolders

(a) The matters set forth in this Item 4 were sutadito a vote of security holders of the CompargraAnnual Meeting of Shareholders held
on March 20, 1996.

(b) The following directors, constituting the eptBoard of Directors were elected at the Annualtvigeof Shareholders held on March 20,
1996. Also indicated are the affirmative, negatinel authority withheld votes for each director.

Aut hority

For Against Wi thheld

Walter M. Fiederowicz 10,713,430 0 20 0,494
Joseph A. Fiorita, Jr. 10,713,267 0 20 0,657
Constantine S. Macricostas 10,713,617 0 20 0,307
Masahiro Fuijii 10,713,267 0 20 0,657
Michael J. Yomazzo 10,713,617 0 20 0,307

(c) The following additional matters, and the affative and negative votes and abstentions and braevotes with respect thereto, were
approved at the Annual Meeting of Shareholders beltMarch 20, 1996:

The approval of the 1996 Stock Option Plan of teenBany.

Affirmative Votes......... 7,099,008
Negative Votes......... 914,678
Abstentions/Broker Non-Votes....... 2,900,238

The ratification of the appointment of Deloitte aholuche LLP as the independent certified publioaotants of the Company for the fiscal
year ending October 31, 19¢

Affirmative Votes........ 10,879, 031
Negative Votes......... 18, 105
Abstentions/Broker Non-Votes....... 16, 788

Item 6. Exhibits and Reports of Form 8-K
(a) Exhibits
27 Financial Data Schedule

(b) Reports on Form 8-K

During the quarter for which this report is fileth report on Form-K was filed by the Compan



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: June 13, 1996

FORMS\10Q496/;



ARTICLE 5

This schedule contains summary financial infornragatracted from the Condensed Consolidated Stateofi&arnings and the Condensed
Consolidated Balance Sheet and is qualified ientirety by reference to such financial statements.

MULTIPLIER: 1000

PERIOD TYPE 6 MOS
FISCAL YEAR END OCT 31199
PERIOD END APR 30 199
CASH 28,86(
SECURITIES 4,02t
RECEIVABLES 23,63¢
ALLOWANCES 19t
INVENTORY 7,71F
CURRENT ASSET¢ 69,13:
PP&E 139,70:
DEPRECIATION 46,37(
TOTAL ASSETS 188,93:
CURRENT LIABILITIES 27,65¢
BONDS 1,79(
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 11¢
OTHER SE 147,28«
TOTAL LIABILITY AND EQUITY 188,93:
SALES 75,18:
TOTAL REVENUES 75,18:
CGS 46,06
TOTAL COSTS 46,06
OTHER EXPENSE¢ 0
LOSS PROVISION 0
INTEREST EXPENSE 72
INCOME PRETAX 16,01¢
INCOME TAX 6,10(
INCOME CONTINUING 9,91¢
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 9,91¢
EPS PRIMARY 0.8Z
EPS DILUTED 0.82
End of Filing
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