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Item 9.01. Financial Statements and Exhibits
(d) Exhibits
Exhibit No. Description
99.1
Press Release dated August 2, 2018
99.2
Textual representation of conference call of August 2, 2018.
___________________________________

SIGNATURE
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 hereunto duly authorized.
inTEST CORPORATION

By: /s/ Hugh T. Regan, Jr.
Hugh T. Regan, Jr.
Secretary, Treasurer and Chief Financial Officer
Date: August 6, 2018

EXHIBIT 99.1

NEWS RELEASE
FOR IMMEDIATE RELEASE
●
●

inTEST REPORTS 2018 SECOND QUARTER FINANCIAL RESULTS
Net Revenue Increased 12 Percent Sequentially and 33 Percent Year-over-Year, Driven by Strength Across All Business
Units;
Net Earnings Per Diluted Share (GAAP) Increased Sequentially by $0.35; Adjusted Net Earnings Per Diluted Share
(Non-GAAP) Increased by $0.12

MOUNT LAUREL, NJ, August 2, 2018 - inTEST Corporation (NYSE American: INTT), an independent designer, manufacturer and marketer of thermal
management products and semiconductor automatic test equipment (ATE) interface solutions, today announced financial results for the second quarter
ended June 30, 2018.
2018 Second Quarter Summary
($ in Millions)
6/30/2018
19.3
13.6

Three Months Ended
3/31/2018
$
20.6
$
13.6

6/30/2017

Total Bookings
Total Bookings excluding Ambrell

$
$

Non Semi Bookings - $
Non Semi Bookings - % of Total Bookings

$

Net Revenues
Net Revenues excluding Ambrell

$
$

Non Semi Net Revenues - $
Non Semi Net Revenues - % of Total Net Revenues

$

8.1 $
38%

8.3 $
44%

5.7
36%

Gross Margin - $
Gross Margin - %

$

10.9 $
52%

9.4 $
50%

8.4
53%

Net Earnings (GAAP) (1)(2)(3)
Net Earnings per diluted share (GAAP) (1)(2)(3)

$
$

4.0
0.39

$
$

0.4
0.04

$
$

1.4
0.14

Adjusted Net Earnings (Non-GAAP)(2)(3)
Adjusted Net Earnings per diluted share (Non-GAAP)(2)(3)

$
$

3.5
0.34

$
$

2.3
0.22

$
$

1.7
0.16

Adjusted EBITDA (Non-GAAP)(3)

$

4.1

$

3.1

$

2.7

14.4

12/31/2017
$

13.3

7.3 $
38%
21.1
14.7

Cash and cash equivalents
(1)
(2)
(3)

$

8.1 $
39%

$
$

18.9
12.7

As of
3/31/2018

6/30/2018
10.7

$

$
$

$
$

14.6
12.3
5.9
41%
15.9
13.9

Consolidated results include the impact of changes in the liability for contingent consideration as follows: a $710,000 decrease in
the second quarter of 2018 and a $1.7 million increase in the first quarter of 2018.
Consolidated results for the second quarter of 2018 include the impact of the reversal of the $476,000 Federal transition tax payable
that was estimated during the quarter ended December 31, 2017 under new tax legislation.
Consolidated results include $849,000 of acquisition-related expenses for Ambrell Corporation incurred during the second quarter
of 2017.

2018 Six Month Year-to-Date Summary
($ in Millions)

Six Months Ended
6/30/18
6/30/17
39.9 $
29.6
27.1 $
27.3

Total Bookings
Total Bookings excluding Ambrell

$
$

Non Semi Bookings - $
Non Semi Bookings - % of Total Bookings

$

15.3 $
39%

Net Revenues
Net Revenues excluding Ambrell

$
$

40.0
27.3

Non Semi Net Revenues - $
Non Semi Net Revenues - % of Total Net Revenues

$

16.4 $
41%

9.5
32%

Gross Margin - $
Gross Margin - %

$

20.3 $
51%

16.1
54%

Net Earnings (GAAP) (4)(5)(6)
Net Earnings per diluted share (GAAP)(4)(5)(6)

$
$

4.4
0.42

$
$

3.5
0.34

Adjusted Net Earnings (Non-GAAP)(5)(6)
Adjusted Net Earnings per diluted share (Non-GAAP)(5)(6)

$
$

5.9
0.57

$
$

3.8
0.37

Adjusted EBITDA (Non-GAAP)(6)

$

7.2

$

6.0

(4)
(5)
(6)

$
$

9.4
32%
30.1
28.1

Consolidated results include the impact of an increase in the liability for contingent consideration of $1.0 million in the first half of
2018.
Consolidated results for 2018 include the impact of the reversal of the $476,000 Federal transition tax payable that was estimated
during the quarter ended December 31, 2017 under new tax legislation.
Consolidated results for 2017 include $849,000 of acquisition-related expenses for Ambrell.

“Second quarter operating results were exceptionally strong, driven by orders for our broad-based solutions across test and industrial manufacturing,”
commented inTEST President & CEO James Pelrin. “Net revenues of $21.1 million increased 12% sequentially and exceeded our guidance. Gross margin
increased from 50% in the first quarter to 52%, coming in at the high end of our guidance, and net earnings per diluted share increased and exceeded our
guidance. Net earnings of $0.39 increased by $0.35 sequentially, and adjusted net earnings of $0.34 increased by $0.12. The robust demand associated
with the semiconductor industry, with automotive sensors, mobility technologies and Internet of Things (IoT), continues to benefit our semiconductor
test business, while non-semi business drivers included solid demand from automotive, industrial and defense/aerospace markets.”
Mr. Pelrin added, “We continue to expand our customer base in the markets we serve, while growing inTEST’s footprint in additional thermal test and
industrial markets. Looking forward, our long-term drivers remain squarely in place and we see solid opportunities as we take advantage of robust markets
where we have a strong focus: semi with its super cycle, IoT, automotive including electric vehicle, optical transceiver and consumer markets. We will
continue to direct our resources in these key markets to further grow market share and broaden our customer base.
“Our leadership in thermal continues to increase, with greater opportunities at Ambrell from our OEM partners and end-user projects. In our iTS business
we expect continued solid bookings in the semiconductor, defense/aerospace and telecommunications markets, as well as additional demand driven by
increased investment by a key industrial energy customer. We expect demand for our semi related products to remain brisk, benefitting both the iTS and
EMS divisions.”
Mr. Pelrin concluded, “With the momentum of inTEST’s solid performance in the first half of the year, our commitment to focus resources in growth
market areas, and the overall positive global economic climate, we are creating the conditions for our long-term success and a strong 2018.”

2018 Third Quarter Financial Outlook
inTEST expects that net revenues for the third quarter of 2018 will be in the range of $19.0 million to $20.0 million and that on a GAAP basis, net
earnings per diluted share will range from $0.19 to $0.23. On a non-GAAP basis, adjusted net earnings per diluted share is expected to be in the range of
$0.21 to $0.25. This outlook is based on the Company’s current views with respect to operating and market conditions and customers’ forecasts, which
are subject to change.
2018 Second Quarter Conference Call Details
inTEST management will host a conference call on Thursday, August 2, 2018 at 5:00 pm Eastern Daylight Time. The conference call will address the
Company’s 2018 second quarter financial results and management’s current expectations and views of the industry. The call may also include discussion
of strategic, operating and product initiatives and developments, and other matters relating to the Company’s current or future performance. To access the
live conference call, please dial (815) 680-6269 or (866) 900-9241. The Passcode for the conference call is 9197003. Please reference the inTEST 2018
Q2 Financial Results Conference Call.
2018 Second Quarter Live Webcast Details
inTEST Corporation will provide a webcast in conjunction with the conference call. To access the live webcast, please visit inTEST’s website
www.intest.com under the “Investors” section.
2018 Second Quarter Replay Details (Webcast)
A replay of the webcast will be available on inTEST’s website for one year following the live broadcast. To access the webcast replay, please visit
inTEST’s website www.intest.com under the “Investors” section.
Submit Questions
In advance of the conference call, and for those investors accessing the webcast, inTEST Corporation welcomes individual investors to submit their
questions via email to lguerrant@guerrantir.com. The Company will address as many questions as possible on the conference call.
Non-GAAP Results
In addition to disclosing results that are determined in accordance with GAAP, we also disclose non-GAAP performance measures. These non-GAAP
performance measures include adjusted net earnings, adjusted net earnings per diluted share and adjusted EBITDA. Adjusted net earnings is derived by
adding acquired intangible amortization, adjusted for the related income tax expense, to net earnings and removing any change in the fair value of our
contingent consideration liability from net earnings. Adjusted net earnings per diluted share is derived by dividing adjusted net earnings by diluted
weighted average shares outstanding. Adjusted EBITDA is derived by adding interest expense, income tax expense, depreciation and acquired intangible
amortization, adjusted for the related income tax expense, to net earnings and removing any change in the fair value of our contingent consideration
liability from net earnings. These results are provided as a complement to results provided in accordance with GAAP. Adjusted net earnings, adjusted net
earnings per diluted share and adjusted EBITDA are non-GAAP performance measures presented to provide investors with meaningful supplemental
information regarding our baseline performance before acquired intangible amortization charges and changes in the estimate of future consideration that
may be paid out related to prior acquisitions as these expenses or income items may not be indicative of our current core business or future outlook. These
non-GAAP performance measures are used by management to make operational decisions, to forecast future operational results, and for comparison with
our business plan, historical operating results and the operating results of our peers. A reconciliation from net earnings and net earnings per diluted share
to adjusted net earnings and adjusted net earnings per diluted share and from net earnings to adjusted EBITDA, which are discussed in this earnings
release, is contained in the tables below. The non-GAAP performance measures discussed in this earnings release may not be comparable to similarly
titled measures used by other companies. The presentation of non-GAAP measures is not meant to be considered in isolation, as a substitute for, or
superior to, financial measures or information provided in accordance with GAAP.

About inTEST Corporation
inTEST Corporation designs and manufactures engineered solutions for ATE and other electronic test, as well as industrial process applications. Our
products are used by semiconductor manufacturers to perform development, qualifying and final testing of integrated circuits (ICs) and wafers, and for
other electronic test across a range of industries including the automotive, defense/aerospace, energy, industrial and telecommunications markets. We
offer induction heating products for joining and forming metals in a variety of industrial markets, including automotive, aerospace, machinery, wire &
fasteners, medical, semiconductor, food & beverage, and packaging. Specific products include temperature management systems, induction heating
products, manipulator and docking hardware products, and customized interface solutions. We have established strong relationships with our customers
globally, which we support through a network of local offices. For more information visit www.intest.com.
Forward-Looking Statements
This press release includes forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These statements do
not convey historical information, but relate to predicted or potential future events and financial results that are based upon management's current
expectations. These statements are subject to risks and uncertainties that could cause actual results to differ materially from those expressed or implied
by such statements. In addition to the factors mentioned in this press release, such risks and uncertainties include, but are not limited to, changes in
business conditions and the economy, generally; changes in the demand for semiconductors, generally; changes in the rates of, and timing of, capital
expenditures by our customers; the success of our strategy to diversify our business by entering markets outside the semiconductor or ATE markets;
progress of product development programs; increases in raw material and fabrication costs associated with our products, and other risk factors set forth
from time to time in our SEC filings, including, but not limited to, our periodic reports on Form 10-K and Form 10-Q. inTEST undertakes no obligation
to update the information in this press release to reflect events or circumstances after the date hereof or to reflect the occurrence of anticipated or
unanticipated events.
Contacts
inTEST Corporation
Hugh T. Regan, Jr.
Treasurer and Chief Financial Officer
Tel: 856-505-8999

Investors:
Laura Guerrant-Oiye, Principal
Guerrant Associates
lguerrant@guerrantir.com
Tel: (808) 960-2642

- tables follow -

SELECTED FINANCIAL DATA
(Unaudited)
(In thousands, except per share data)
Condensed Consolidated Statements of Operations Data:
Three Months Ended
6/30/2017

6/30/2018

21,097
10,910

$

Net revenues
Gross margin
Operating expenses:
Selling expense
Engineering and product development expense
General and administrative expense
Adjustment to contingent consideration liability
Operating income
Other income (loss)
Earnings before income tax expense
Income tax expense
Net earnings

$

Net earnings per share – basic
Weighted average shares outstanding – basic

$

0.39
10,343

$

0.14
10,277

$

0.04
10,326

$

0.43
10,335

$

0.34
10,271

Net earnings per share – diluted
Weighted average shares outstanding – diluted

$

0.39
10,370

$

0.14
10,335

$

0.04
10,365

$

0.42
10,368

$

0.34
10,315

2.538
1,230
3,335
(710)
4,517
(121)
4,396
382
4,014

15,888
8,421

Six Months Ended
6/30/2018
6/30/2017

3/31/2018
$

1,871
982
3,286
2,282
54
2,336
891
1,445

18,871
9,395

$

39,968
20,305

2,476
1,296
2,990
1,726
907
75
982
601
381

$

5,014
2,526
6,325
1,016
5,424
(46)
5,378
983
4,395

3,539
1,917
5,280
5,413
95
5,508
1,985
3,523

Condensed Consolidated Balance Sheets Data:
As of:
3/31/2018

6/30/2018
Cash and cash equivalents
Trade accounts receivable, net
Inventories
Total current assets
Net property and equipment
Total assets
Accounts payable
Accrued expenses
Total current liabilities
Noncurrent liabilities
Total stockholders' equity

$

10,713
11,596
6,859
29,602
2,941
62,037
2,738
5,374
15,680
2,464
43,893

$

14,438
11,524
6,668
33,287
2,403
65,433
3,280
4,752
15,638
9,967
39,828

12/31/2017
$

30,068
16,149

13,290
12,166
4,966
30,999
1,541
62,493
2,032
5,833
14,419
8,786
39,288

Reconciliation of GAAP to Non-GAAP Net Earnings and Net Earnings per Diluted Share:
Three Months Ended
6/30/2017

6/30/2018
Net earnings (GAAP)
Acquired intangible amortization
Contingent consideration liability adjustment
Tax adjustments
Adjusted net earnings (Non-GAAP)

$

$

$

1,445 $
250
(6)
1,689 $

$

10,370

Diluted weighted average shares outstanding
Net earnings per share – diluted:
Net earnings (GAAP)
Acquired intangible amortization
Contingent consideration liability adjustment
Tax adjustments
Adjusted net earnings per share – diluted (Non-GAAP)

4,014
247
(710)
(2)
3,549

$

$

0.39
0.02
(0.07)
0.34

10,335

$

0.14
0.02
0.16

$

Six Months Ended
6/30/2018
6/30/2017

3/31/2018
381 $
216
1,726
(11)
2,312 $

4,395 $
463
1,016
(13)
5,861 $

10,365

$

0.04
0.02
0.16
0.22

$

10,368

$

0.42
0.05
0.10
0.57

$

3,523
303
(12)
3,814
10,315

$

$

0.34
0.03
0.37

Reconciliation of GAAP Net Earnings to Non-GAAP Adjusted EBITDA:
6/30/2018
Net earnings (GAAP)
Acquired intangible amortization
Interest expense
Income tax expense
Depreciation
Contingent consideration liability adjustment
Adjusted EBITDA (Non-GAAP)

$

$

Three Months Ended
6/30/2017
3/31/2018

4,014 $
247
382
188
(710)
4,121 $

1,445
250
891
123
2,709

$

381
216
601
189
1,726
3,113

$

Six Months Ended
6/30/2018
6/30/2017
$

$

4,395
463
983
377
1,016
7,234

Supplemental Information – Reconciliation of Third Quarter 2018 GAAP to Non-GAAP Guidance
Low
Estimated net earnings per share – diluted (GAAP)
Acquired intangible amortization
Contingent consideration liability adjustment
Tax adjustments
Estimated adjusted net earnings per share – diluted (Non-GAAP)

$

$

###

High
0.19
0.02
0.21

$

$

0.23
0.02
0.25

$

$

3,523
303
1,985
220
6,031

EXHIBIT 99.2
On August 2, 2018, inTEST Corporation held its quarterly conference call. The following represents a textual representation of the content of the
conference call and while efforts are made to provide an accurate transcription, there may be errors, omissions or inaccuracies in this transcript.
A recording of the conference call is available for one year on our website at www.intest.com.
Operator:

Welcome to the inTEST Corporation’s 2018 Second Quarter Financial Results Conference Call. At this time, all participants
are in a listen only mode. Later, we will conduct a question and answer session. At that time, if you have a question you will
need to press star one on your push button phone.
As a reminder, this conference is being recorded today. A replay will be accessible at www.intest.com. I would now like to
turn the call over to Laura Guerrant. Ma’am, you may proceed.

Laura Guerrant:

Thank you, Ian. And thank you for joining us for inTEST’s 2018 Second Quarter Financial Results Conference Call.
With us today are James Pelrin, inTEST’s President and CEO, and Hugh Regan, Treasurer and Chief Financial Officer. Jim
will briefly review highlights from the second quarter as well as current business trends. Hugh will then review inTEST’s
detailed financial results and discuss guidance for the 2018 third quarter. We’ll then have time for any questions.
If you have not yet received a copy of today’s release, a copy can be obtained on inTEST’s website, www.intest.com.
Before we begin the formal remarks, the Company’s attorneys advise that this conference call may contain forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995. These statements do not convey
historical information, but relate to predicted or potential future events that are based upon management’s current
expectations.
These statements are subject to risks and uncertainties that could cause actual results to differ materially from those expressed
or implied by such statements. Such risks and uncertainties include, but are not limited to, changes in business conditions
and the economy; changes in the demand for semiconductors; changes in the rates of and timing of capital expenditures by
our customers; the success of our strategy to diversify our business by entering markets outside the semiconductor or ATE
markets; progress of product development programs; increases in raw materials and fabrication costs associated with our
products, and other risks factors set forth from time to time in the company’s SEC filings, including, but not limited to,
inTEST’s periodic reports on Form 10-K and Form 10-Q.
The Company undertakes no obligation to update the information on today’s conference call to reflect events or
circumstances after the date hereof, or to reflect the occurrence of anticipated or unanticipated events.
During today’s call, we will make reference to non-GAAP financial measures. We have provided additional information
concerning these non-GAAP measures, including a reconciliation to the directly comparable GAAP measure in our press
release, which is posted on the investor page of our website, www.intest.com.
And lastly, we’ll be attending the following investor conferences in the next few months: the Canaccord Genuity Conference
in Boston next week on August 8th and the Dougherty Conference in Minneapolis on September 6th. We look forward to
seeing many of you.
And with that, let me now turn the call over to James Pelrin. Please, go ahead, Jim.

James Pelrin:

Thank you, Laura. I’d like to welcome everyone to our 2018 Second Quarter Conference Call. We continue to make progress
in broadening our presence within the markets we serve as we diversify the Company into a global world-class provider of
thermal solutions for industrial manufacturing and electronic test.
Operating results for the quarter were exceptionally strong, driven by orders for our broad-based solutions across test and
industrial manufacturing. The robust demand associated with the semiconductor industry, with automotive sensors, mobility
technologies and the Internet of Things, continues to benefit our semiconductor test business, while non-semi business
drivers included solid demand from automotive, industrial and defense/aerospace markets.
Q2 consolidated bookings of $19.3 million declined 6 percent sequentially, but increased 32 percent year-over-year
(excluding Ambrell, the year-over-year increase would have been 11 percent) while consolidated net revenues of $21.1
million exceeded our guidance, increasing 12 percent sequentially and 33 percent year-over-year. And again, excluding
Ambrell, the year-over-year increase would have been five percent.
Gross margin increased from 50 to 52 percent quarter-over-quarter. And GAAP net earnings per share increased by $0.35
sequentially, with non-GAAP adjusted net earnings per share up by $0.12, both exceeding guidance. Thirty-eight percent of
Q2 2018 revenues were derived from non-semi, compared with 36 percent a year ago.
Our Thermal segment is the combined business of inTEST Thermal Solutions (or iTS) and Ambrell. We have strategically
diversified this segment, resulting in new opportunities in industrial manufacturing through both OEM and end-user
applications. This diversification complements our wide penetration into the electronics test market, broadening inTEST’s
footprint as a provider of highly engineered thermal products -- for both test and industrial applications.

Our Thermal segment bookings of $13.3 million were down 8 percent sequentially and up 51 percent year-over-year
(excluding Ambrell, the year-over-year increase would have been 18 percent) while net revenues of $14.0 million increased 6
percent sequentially and 52 percent year-over-year (and again, excluding Ambrell, the year-over-year increase would have
been five percent).
Breaking it down, Ambrell’s Q2 bookings came in as expected at $5.7 million, and were down 19 percent sequentially and up
13 percent year-over-year. Recall that this comes on the heels of Ambrell’s Q1 2018 record bookings.
Major orders were driven by both semi, and wire and cable OEMs. End-users in the automotive, energy and government
sectors also provided significant orders. Revenue of $6.4 million increased 4 percent sequentially and 29 percent year-overyear, driven by large orders from strategic customers in Europe.
The quarter was driven by key OEMs serving the semiconductor market, where two customers combined ordered induction
heating systems valued at over $1.6 million. Ambrell brought back a long-time absent customer in the electric motor market
with the purchase of EKOHEAT systems valued at over $125,000 for pre-heating components for a shrink-fitting application.
In other sectors, a major OEM in fiber optics purchased systems valued at over $500,000 for heating glass fiber. End-users in
automotive and energy combined to purchase EASYHEAT systems valued at over $275,000 for soldering and brazing,
respectively.
Business for inTEST Thermal Solutions was solid, with bookings of $7.6 million up 2 percent sequentially and 18 percent
year-over-year.
Defense/aerospace drove strong sequential North American bookings while the industrial sector with the uptick in energy
production and the strength of the semi market drove our global bookings. These increases served to more than offset a
reduction in telecom orders from optical transceiver companies that tend to be placed in volume or not at all in particular
quarters.
iTS net revenue of $7.6 million increased eight percent sequentially and five percent year-over-year.
Bookings for temperature systems were driven by end-users in defense/aerospace, industrial and semi sectors. A major defense
company purchased four systems for their satellite development program, valued at over $150,000.
A major supplier of R.F. and wireless devices purchased eight systems for two facilities valued at over $250,000. And a major
industrial supplier purchased eight systems valued at $300,000 for testing components to be used in oil fields.
Bookings for chiller systems, which is a growing line of iTS business, reached the best quarter in the company’s history with
the increase driven by orders from semi and industrial OEMs, along with defense/aerospace and industrial end-users.
iTS acquired a new OEM customer that placed chiller orders for their new platform of ATE systems. And booking for fluid
and gas chiller systems totaled 15 units valued at over $600,000, the largest chiller quarter in iTS’ history.
Our EMS products business serves the Automated Test System market for the semiconductor industry. Strong Q2 EMS results
followed an equally strong first quarter driven by the robust semiconductor industry, including a particularly large order from
an IDM valued at over $2.5 million as well as the automotive, Internet of Things, industrial and consumer electronic markets.
Bookings of $6 million declined by two percent sequentially and increased three percent year-over-year, while revenue of
$7.1 million increased 26 percent sequentially and 6 percent year-over-year. A major IDM purchased over $2.5 million with
multiple orders for manipulators, dockings and interface equipment, destined for six locations throughout North America,
Europe and Asia.
In other EMS news, bookings from two other end-user manufacturers were strong with a mix of docking systems and interface
products valued at over $650,000 and a tester company purchased interface products valued at over $300,000.
We continue to expand our customer base in the markets we serve, while growing our footprint in additional thermal test and
industrial markets. Looking forward, our long-term drivers remain squarely in place and we see solid opportunities as we take
advantage of the robust markets where we have a strong focus, (for example, semi with a super cycle, IoT, automotive
including electric vehicles, optical transceivers and consumer markets).
We will continue to direct our resources in those key markets to further grow market share and broaden our customer base.
Our leadership in thermal continues to increase with greater opportunities at Ambrell from our OEM partners and end-user
projects.
In iTS, we expect continued solid bookings in the semiconductor, defense/aerospace and telecom market, as well as
additional demand driven by increased investment by a key energy customer in the industrial market. And, we expect
demand for our semi related products to remain brisk, which benefits both iTS and EMS divisions.

Regarding EMS, we expect third quarter to reflect marginal softness in bookings as a result of customer-related supply chain
issues. Specifically, some of our customers have been experiencing challenges in getting various components of their test cell
in one place at the same time, which obviously translates into their delaying orders to vendors like inTEST whose lead times
are less.
Understandably, nobody wants to take delivery of material until they’re going to use it, but that has a tendency to make
orders fluctuate somewhat. We expect that it will take a quarter or two for this to work itself through.
The success of our core business units remains critical to ensuring the foundation of inTEST’s continued success through
maximizing the financial performance of these businesses. In addition, we continue to apply significant resources to our goal
of diversified growth through acquisition.
Specifically, these are synergistic acquisition opportunities that complement our current products and expertise, and, where
the opportunities tend to expand our market, customers, adjacent products, and geographies. We plan to build on the six
acquisitions we've made since 1977, which account for approximately 81 percent of our 2017 revenue.
With the momentum of inTEST’s solid performance in the first half of this year, our commitment to focus resources in growth
market areas, and the globally overall positive economic climate, we are creating the conditions for our long-term success
and are well positioned to be on track for a strong 2018.
And with that, I'd like to turn the call over to Hugh Regan. Hugh?
Hugh Regan:

Thanks, Jim. Second quarter 2018 end user net revenues were $18.2 million, or 86 percent of net revenues, compared to $16.3
million or 87 percent of net revenues in the first quarter. Q2 OEM net revenues were $2.9 million, or 14 percent of net
revenues, up from $2.5 million or 13 percent for the first quarter. Net revenues from markets outside of the semiconductor
market were $8.1 million or 38 percent of net revenues, compared with $8.3 million or 44 percent of net revenues in the first
quarter.
The significant reduction in non semi-revenues in both the first and second quarters of 2018 was due to Ambrell having a
large order from a customer in the semiconductor industry (front end versus our usual backend). As noted earlier in the call,
Ambrell's net revenues for the second quarter were $6.4 million. Excluding Ambrell, our net revenues from markets outside of
the semiconductor market were $3.5 million or 24 percent of net revenues for Q2, so clearly Ambrell continues to further
diversify our served markets.
Our second quarter gross margin was $10.9 million or 52 percent, as compared with $9.4 million or 50 percent in the first
quarter. The improvement in the gross margin was the result of decreases in our fixed manufacturing costs both in absolute
dollar terms as well as as a percentage of net revenues. This decrease was partially offset by an increase in our component
material costs.
Our fixed manufacturing costs declined by $76,000 or 3 percent sequentially, and they were more favorably absorbed in the
second quarter due to the higher net revenues. As a result, these costs represented 13 percent of our net revenues in the second
quarter as compared to 14 percent in the first quarter.
The decrease in our second quarter fixed manufacturing costs was primarily the result of reduced facility costs for our
Thermal segment in the second quarter compared to the first quarter. In addition, we had reductions in our Thermal segment's
temporary workforce during the second quarter.
Our consolidated component material costs increased slightly from 33.5 percent in Q1 to 33.7 percent in Q2, reflecting higher
component material costs in our EMS segment. The increase in the component material costs in our EMS segment, which
grew from 33.5 percent in the first quarter to 33.9 percent in the second quarter, was due to a less favorable product mix in the
second quarter as compared to the first.
This increase was partially offset by reductions in the component material costs for both iTS and Ambrell. iTS saw its
component material cost decline slightly from 33.8 percent in the first quarter to 33.5 percent in the second quarter, while
Ambrell saw a reduction from 35.2 percent in the first quarter to 34.7 percent in the second quarter, in both cases reflecting a
more favorable product and customer mix.
Excluding the impact of the acquisition of Ambrell, our second quarter gross margin would have been $7.9 million or 54
percent. Ambrell's second quarter 2018 gross margin was $3.0 million or 47 percent.
Selling expense was $2.5 million for each of the second and first quarters, but actually increased $62,000 or 3 percent
sequentially. The increase was primarily related to higher levels of commission expense driven by the increased net revenues.
To a lesser extent, there was also an increase in advertising costs.
Engineering and product development expense was $1.2 million for the second quarter compared to $1.3 million for the first
quarter, a decrease of $66,000 or 5 percent sequentially. The decrease was primarily related to lower levels of salary and
benefits expense and, to a lesser extent, reduced spending on product development materials in the second quarter.

General and administrative expense grew from $3.0 million in the first quarter to $3.3 million in the second quarter, an
increase of $345,000 or 12 percent. The increase in G&A expense was primarily the result of increased professional fees. To a
lesser extent, there were also increases in amortization expense and bad debt expense.
During the second quarter, we recorded a $710,000 reduction in our contingent consideration liability related to the earnout
for Ambrell, compared to a $1.7 million increase in this liability during the first quarter. At June 30th, 2018, we have accrued
$6.3 million for the 2018 earnout payable. During the second quarter, we paid out $5.8 million for the 2017 earnout payable.
Our earnout for Ambrell is based upon eight times adjusted EBITDA for both 2017 and 2018, capped at $18.0 million. We
expect to have further variability in our financial results related to this item during the balance of 2018.
Other expense was $121,000 in the second quarter compared to other income of $75,000 in the first quarter, a sequential
change of $196,000. The change from other income to other expense for the second quarter was the result of $124,000 in
foreign exchange transaction losses for the quarter compared to $74,000 of foreign exchange gains booked in the first
quarter.
We accrued income tax expense of $382,000 for the second quarter compared to $601,000 in the first quarter. Our effective
tax rate declined from 61 percent in the first quarter to 9 percent in the second quarter.
The significant decrease in our effective tax rate is the result of two factors: first, we reversed the $476,000 federal transition
tax that had been accrued in the fourth quarter of 2017 as a result of the new tax legislation when we determined that the
accrual was no longer needed. The second factor is the impact of contingent consideration liability adjustment not being tax
deductible.
When adjusted to remove the impact of the contingent consideration adjustment and the reversal of the federal transition tax
payable, our effective tax rates would have been 23 percent for the second quarter compared to 22 percent for the first quarter.
At June 30th, 2018, we had a deferred tax liability of $2.5 million, and we currently expect our effective tax rate for the
balance of 2018 to be in the range of 22 to 24 percent, excluding the impact of changes in the fair value of our contingent
consideration liability, which, as I mentioned, are not tax deductible.
Our second quarter net earnings were $4.0 million, or $0.39 per diluted share, compared to $381,000 or $0.04 per diluted
share for the first quarter of 2018. Adjusted net earnings for the second quarter were $3.5 million or $0.34 per diluted share,
compared with first quarter adjusted net earnings of $2.3 million or $0.22 per diluted share.
The second quarter adjusted net earnings of $0.34 per diluted share included the aforementioned effect of the reversal of the
$476,000 federal transition tax payable (which contributed $0.05 per diluted share). When adjusted to eliminate this item,
second quarter 2018 adjusted earnings per diluted share would have been $0.29 per diluted share.
Adjusted net earnings is a non-GAAP measure which is derived by adding acquired intangible amortization adjusted for the
related income tax expense to net earnings and removing any change in the fair value of our contingent consideration
liability from net earnings. Adjusted net earnings per diluted share is derived by dividing adjusted net earnings by diluted
weighted average shares outstanding.
Diluted weighted average shares outstanding were 10,370,318 at June 30th. During the second quarter, we issued 11,900
shares of restricted stock and options to purchase 35,700 shares at $7.25 per share. We did not repurchase any shares during
the second quarter.
Depreciation and amortization expense was $435,000 for the second quarter, up from $405,000 in the first quarter. Acquired
intangible amortization of $247,000 in the second quarter was up from $216,000 for the first quarter.
EBITDA was $4.8 million for the second quarter compared to $1.4 million reported for the first quarter. When adjusted for
contingent consideration liability adjustments recorded during both periods, adjusted EBITDA would have been $4.1
million for Q2 compared to $3.1 million for Q1.
Consolidated headcount at the end of June, which includes temporary staff, was 226, up one from the level we had at March
31.
I will now turn to the balance sheet. Cash and cash equivalents at the end of the second quarter were $10.7 million, down
$3.7 million from March 31 due to the payment of the $5.8 million 2017 earnout for Ambrell as well as the final expenditures
for tenant improvements for Ambrell's new Rochester facility, which opened on May 1st.
Cash today is at $12.7 million. During the third quarter, we expect to receive approximately $550,000 in grant funding to
offset the costs of the $2.1 million tenant improvements for Ambrell's new facility. We do currently expect cash and cash
equivalents to increase in the second half of 2018, prior to the impacts of any acquisition-related activities.
Accounts receivable increased slightly to $11.6 million at June 30th. Included in the quarter end receivables were $3.4
million for Ambrell. Inventory increased $191,000 sequentially to $6.9 million at the end of the second quarter, and included
in this amount was $2.1 million for Ambrell's inventory.
Capital expenditures during the second quarter were $752,000, down from $1.2 million in the first quarter. Included in the
first quarter capital expenditures was $1.1 million for the aforementioned Ambrell tenant improvements.

Jim provided consolidated and segment revenue and booking data earlier in the call. The backlog at the end of June was
$13.6 million, down from $15.4 million at the end of March. Included in the June 30th backlog was $5.5 million for Ambrell.
In terms of our financial outlook, as noted in our earnings release, we expect that net revenue for the quarter ended September
30th, 2018 will be in the range of $19.0 million to $20.0 million and that net earning will range from $0.19 cents to $0.23
cents per diluted share.
We expect that adjusted net earnings will range from .21 cents to .25 cents per diluted share. We currently expect that our Q3
2018 product mix will be less favorable as compared with the second quarter of 2018 and that the third quarter gross margin
will range from 49 to 50 percent.
Operator that concludes our formal remarks, we can now take questions.
Operator:

Ladies and gentlemen as a reminder if you’d like to ask an audio question you may do so by pressing star one on your push
button phone. Again that’s star one. Our first question is from the line of Theodore O’Neill from Litchfield Hills Research.

Theodore O’Neill: Oh thanks. A great quarter guys.
Hugh Regan:

Thank you Theodore.

Theodore O’Neill: Yes, just a couple of questions. So there are a couple of your peers are talking about, and one of them just reported as you did,
reporting seeing a slow-down in the mobile side of the business. And I was wondering if you’re seeing anything in along
those lines?
Hugh Regan:

Jim.

James Pelrin:

We really haven’t experienced anything like that. We don’t foresee. We think the business is going to continue pretty much
on track as it is at the present, at least for the next quarter.

Theodore O’Neill: OK.
James Pelrin:

We haven’t really seen any indicators from our customers. As we said in our remarks earlier EMS might see some softness in
bookings because their customers are frankly having trouble getting other products needed for their test cell.

Theodore O’Neill: That’s a supply chain issue you talked about earlier.
James Pelrin:

That’s correct.

Theodore O’Neill: And are you at either Ambrell or on the EMS side of the business seeing any impact of either hedging or pre-ordering that are
related to potential tariffs?
James Pelrin:

No we’re not. We – that’s an interesting question. In fact I think we had that question sent into us. We have not really seen,
have felt anything from potential tariffs. We continue to monitor our customers. They tell us that it’s business as usual for
them. Of course things could always change quickly. But so far it has not touched us.

Theodore O’Neill: OK. Finally, one of your customers Tesla says they’re going to double their production volume for the model 3 sometime
next year. Does that have an impact on the annealing equipment that you sell them? Or is the existing equipment they have
sufficient to ramp, to double where they are right now?
James Pelrin:

We believe they will need expanded capacity. But we’re not inside Tesla so we can’t say that definitively. But we believe
that they will need to increase their production capability, which would be favorable for Ambrell.

Theodore O’Neill: OK. Thanks very much.
Operator:

Once again ladies and gentlemen that’s star one on your touchtone phone. Our next question is from the line of Edgar Roesch
from Sidoti & Company.

Edgar Roesch:

I’ll add my congrats on a really nice quarter.

James Pelrin:

Thank you Ed.

Hugh Regan:

Thank you Ed.

Edgar Roesch:

First question just to follow up on the EMS potential slow-down of orders in Q3. Is it right to think that that’s on the OSAT
side that you’re seeing that?

Hugh Regan:

No it’s actually on the IDM side.

Edgar Roesch:

Thanks for that. And then in the iTS business you mentioned pretty good demand from semi space right now. Could you just
speak a little bit Jim about which products you’re seeing that materialize in?

James Pelrin:

That would be our Thermo Stream product, which is used in the product development and qualification, and the engineering
labs. That business has been very brisk, very strong.

Edgar Roesch:

OK, so not chambers. It’s more the directed air strip.

James Pelrin:

No. The chambers are more for the non semi-side of the business, when we talk about things like satellite use for satellite –
products for satellite application and that kind of thing.

Edgar Roesch:

OK, thanks. And then I don’t know how relevant this is to you but on the optical transceiver side some of the producers of
those components are talking about 25 gigabyte data centers coming online in China.
Since that is kind of older technologies we assume that there’s no real incremental demand for your thermal products related
that type of build out? Or?

James Pelrin:

Well not necessarily. The typical evolution of an optical transceiver manufacture -- this may require new optical transceiver
manufacturers coming online. And we’ve seen that in the past. And they always have to start with a high end product. So they
have full test capability.
And then as they grow and mature then they allocate that, our high end solution to their product development. And state of
the art fastener products that they are developing while they use a lesser thermal solution for the everyday production test of
the more simple transceivers.
So it depends. Certainly people in the business that are thoroughly entrenched, it won’t create a demand for us there. But
other new companies do come on the scene as a result of these things.

Edgar Roesch:

OK. Yes, that’s helpful. And then on the 400 gigabyte side that next generation. That’s still development phases right?

James Pelrin:

That’s correct. That’s a long way from hitting production. They’ve got a lot to do to reduce the package and to reduce the
heat generated by the package.

Edgar Roesch:

Thank you, and then one for Hugh. Seeing any increase in aluminum or steel prices driving part of the component costs
increase?

Hugh Regan:

You know clearly inflation is back in the mix. But we haven’t, I’m not seeing anything that’s pushing significantly at this
point. But we do expect costs to be going up in the new year. So, but what’s really been driving the issue more recently has
been more of a customer mix issue and product mix issue as opposed to increases due to inflation. But we expect that to pick
up to be honest with you.

Edgar Roesch:

Thanks. And then one last one, you mentioned a key energy partner that’s sort of come back into the mix more recently. And
do you see that as benefiting both Q2 and Q3 or can you please parse that a little bit?

Hugh Regan:

I think yes we believe that this energy partner has kind of woken up. They were a long time Sigma customer with major orders
every year. And when the price of oil dropped they just stopped purchasing. They slowed their expansion efforts down. And
now they seem to have right sized themselves. And come to grips with the new energy economy. And so they are beginning
to reinvest

Edgar Roesch:

All right, thank you.

Operator:

And our next question is from the line of Dick Ryan from Dougherty.

Dick Ryan:

Thank you. Say, Jim, now with Ambrell a year under your belt, what's the current pipeline of opportunities look like? You
know, maybe even addressing new customers or just the actual level of business that you see out there?

James Pelrin:

Well, Ambrell has been strong. It continues to be strong. Ambrell worked very hard to acquire some OEMs, particularly in the
semi space because it's a good fit for their products and they've actually acquired some OEMs and displaced some
competition, and that's driven quite a bit of business to date this year. And we expect it to continue strong going into the
second half of the year.
And again, it's driven by the semi cycle, but they've also identified OEMs and are working with OEMs in other areas. Their
key to growth -- to significant growth is through large OEMs and end users, and that's what they're working on.
They're also working in the integrator market. They've got their first order from a first tier automotive integrator, and they're
about to get another order from a second first tier automotive integrator. So we think that's very exciting, but that's how
they're going to grow.

Dick Ryan:

OK, great. Hugh, I think on Q1 you guided full year to the low 70 range -- $70 million range with Q2 and the guidance for
Q3.

Hugh Regan:

I would say the mid-to upper 70 range now, Dick, quite frankly.

Dick Ryan:

I was going to say, hopefully we won't see a -- see a big drop-off in Q4 to stick with that.

Hugh Regan:

No, you know, we're hoping seasonality does not come back that strong to us, so we're expecting, you know, mid -- now to
potentially even upper 70s.

Dick Ryan:

Good. Good. And do you have stock-based comp for the quarter?

Hugh Regan:

Yes stock-based comp for Q2 was -- bear with me -- $172,000.

Dick Ryan:

OK.

Hugh Regan:

Up from $121,000 in Q1.

Dick Ryan:

OK, and one last housekeeping -- you said tax rate 22 to 24? Did you say for the next two quarters, or is that the year?

Hugh Regan:

That's what we expect the range for the next two quarters, and you could say on an adjusted basis for the full year.
Unfortunately, the contingent consideration adjustment is really skewing it.

Dick Ryan:

Yes.

Hugh Regan:

As I mentioned, Q1 adjusted is 22, Q2 is 23, when you back out the contingent consideration adjustment.

Dick Ryan:

Yes.

Hugh Regan:

And we expect that -- again, x that number we'll be in that range.

Dick Ryan:

Great. Thank you.

Hugh Regan:

You're welcome.

James Pelrin:

Thanks, Dick.

Operator:

Once again ladies and gentlemen, if you'd like to ask a question you may do so by pressing star then the number one on your
pushbutton phone. Again, that's star, one to ask an audio question.
And at this time I'm showing that there is no further questions in queue. I'd like to turn it back to Mr. Jim Pelrin. Sir?

James Pelrin:

Well thank you for your interest in inTEST. We look forward to seeing you at the conferences Laura noted, and to updating
you on our progress when we report our third quarter results.
Operator, the call is concluded.

Operator:

Ladies and gentlemen, this does conclude today's conference call. We thank you greatly for joining us today. You may now
disconnect.
END

