UNITED STATES[image: ][image: ]

SECURITIES AND EXCHANGE COMMISSION
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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))
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Explanatory Note

As reported in a Current Report on Form 8-K filed by Cohu, Inc. (“Cohu” or “the Company”) on December 11, 2008, Cohu completed the acquisition of all of the outstanding share capital of Rasco GmbH, Rosenheim Automation Systems Corporation and certain assets of Rasco Automation Asia (collectively “Rasco”) on December 9, 2008. Pursuant to Item 9.01 of Form 8-K, this Form 8-K/A amends the Form 8-K filed on December 11, 2008 and is being filed in order to include the historical financial statements of Rasco and the related pro forma financial information that were excluded from such Form 8-K as permitted by Item 9.01 of Form 8-K. In accordance with Securities Exchange Act Rule 12b-15, the complete text of Items 2.01 and 9.01 as amended are set forth below.

Item 2.01. Completion of Acquisition or Disposition of Assets.

Cohu, through its wholly owned semiconductor equipment subsidiary, Delta Design, Inc., a Delaware corporation, and certain subsidiaries of Delta Design (collectively, “Delta”), entered into a Share Purchase and Transfer Agreement and an Asset Purchase Agreement (collectively, the “Purchase Agreements”) on December 5, 2008 and December 9, 2008, respectively, with Dover Electronic Technologies, Inc. and other subsidiaries of Dover Corporation (collectively, “Dover”), pursuant to which Delta acquired all of the outstanding share capital of Rasco GmbH, a limited liability company formed pursuant to the laws of the Federal Republic of Germany, Rosenheim Automation Systems Corporation, a California corporation, and certain assets of Rasco Automation Asia (collectively “Rasco”). Rasco, headquartered near Munich, Germany, designs, manufactures and sells Gravity-Feed and Strip Semiconductor Test Handlers used in final test operations by semiconductor manufacturers and test subcontractors. Under the terms of the Purchase Agreements, the total purchase price was $80.0 million in cash that was funded out of Cohu’s existing cash reserves. The acquisition of Rasco was completed on December 9, 2008.

The foregoing description of the acquisition and the Purchase Agreements is qualified in its entirety by reference to the Purchase Agreements, copies of which were attached as Exhibit 10.1 and Exhibit 10.2, to the Company’s initial 8-K filed December 11, 2008, and are incorporated by reference herein.

On December 8, 2008, Cohu issued a press release announcing the acquisition. A copy of the press release was attached as Exhibit 99.1 to the Company’s initial 8-K filed December 11, 2008, and is incorporated by reference herein.

Item 9.01. Financial Statements and Exhibits.

(a) Financial Statements of Businesses Acquired.

This Form 8-K/A amends the initial Form 8-K filed on December 11, 2008. The following financial statements are included in this report:

Audited combined balance sheet of Rasco Group as of December 31, 2007 and the related combined statements of income and comprehensive income, changes in equity and cash flows for the year then ended and notes thereto are attached hereto as Exhibit 99.3.

Unaudited combined financial statements of Rasco Group as of September 30, 2008 and for the nine months ended September 30, 2007 and 2008 are attached hereto as Exhibit 99.4

(b) Pro Forma Financial Information.

An unaudited pro forma condensed combined balance sheet as of September 27, 2008, and unaudited pro forma condensed combined statements of operations for the year ended December 29, 2007, and for the nine months ended September 27, 2008 are attached hereto as Exhibit 99.2.

(c) Not applicable
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(d) Exhibits.

	Exhibit No.
	
	Description

	10.1*
	
	Share Purchase and Transfer Agreement dated December 5, 2008 by and among Delta Design, Inc. (and certain of its subsidiaries) and

	
	
	Dover Electronic Technologies, Inc (and certain of its subsidiaries)

	10.2*
	
	Asset Purchase Agreement dated December 9, 2008 by and between a subsidiary of Delta Design, Inc. and certain subsidiaries of Dover

	
	
	Electronic Technologies, Inc.

	23.1
	
	Consent of PricewaterhouseCoopers LLP

	99.1*
	
	Press release dated December 8, 2008, of Cohu, Inc.

	99.2
	
	Unaudited Pro Forma Condensed Combined Financial Statements

	99.3
	
	Audited Financial Statements of Business Acquired as of December 31, 2007

	99.4
	
	Unaudited Financial Statements of Business Acquired as of September 30, 2008
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· Incorporated by reference to the same numbered exhibit to the Company’s Form 8-K as filed with the Securities and Exchange Commission on December 11, 2008.
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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 hereunto duly authorized.

	
	Cohu, Inc.
	

	February 18, 2009
	By: Jeffrey D. Jones
	

	
	Name: Jeffrey D. Jones
	

	
	Title:  VP Finance & CFO
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· Incorporated by reference to the same numbered exhibit to the Company’s Form 8-K as filed with the Securities and Exchange Commission on December 11, 2008.

Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (Nos. 33-60735, 333-16293, 333-62803, 333-27663, 333-40610, 333-66466, 333-97449, 333-117554 333-132605 and 333-142579) of Cohu, Inc. of our report dated January 19, 2009, relating to the combined financial statements of Rasco Group, which appears in this Current Report on Form 8-K/A of Cohu, Inc. dated December 5, 2008.

/s/ PricewaterhouseCoopers LLP

Los Angeles, California

February 18, 2009

Exhibit 99.2

Selected Financial Data

Cohu, Inc. and Rasco GmbH

Unaudited Pro Forma Condensed Combined Financial Statements

Description of Transaction

Cohu, Inc. (referred to as “Cohu”, “we”, “our” and “us”), through its wholly owned semiconductor equipment subsidiary, Delta Design, Inc., a Delaware corporation, and certain subsidiaries of Delta Design (collectively, “Delta”), entered into a Share Purchase and Transfer Agreement and an Asset Purchase Agreement (collectively, the “Purchase Agreements”) on December 5, 2008 and December 9, 2008, respectively, with Dover Electronic Technologies, Inc. and other subsidiaries of Dover Corporation (collectively, “Dover”), pursuant to which Delta acquired all of the outstanding share capital of Rasco GmbH, a limited liability company formed pursuant to the laws of the Federal Republic of Germany, Rosenheim Automation Systems Corporation, a California corporation, and certain assets of Rasco Automation Asia (collectively “Rasco”). Rasco, headquartered near Munich, Germany, designs, manufactures and sells Gravity-Feed and Strip Semiconductor Test Handlers used in final test operations by semiconductor manufacturers and test subcontractors.

The purchase price of this acquisition was approximately $81.6 million, and was funded primarily by cash reserves ($80.0 million), other acquisition costs ($1.6 million) and certain liabilities assumed ($18.6 million which includes approximately $8.2 million of deferred tax liabilities). The acquisition was considered a business in accordance with EITF 98-3, “Determining Whether a Nonmonetary Transaction Involves Receipt of Productive Assets or of a Business”, and the total cost of the acquisition was allocated to the assets acquired and liabilities assumed based on their estimated respective fair values, in accordance with Financial Accounting Standards Board (“FASB”) Statement No. 141, Business Combinations, (“Statement No. 141”). The Rasco acquisition resulted in the recognition of a preliminary estimate of goodwill of approximately $41.3 million. The goodwill has been assigned to our semiconductor equipment segment.

The unaudited pro forma condensed combined financial information reflecting the combination of Cohu and Rasco is provided for informational purposes only. The pro forma information is not necessarily indicative of what the companies’ results of operations actually would have been had the acquisition been completed on the dates indicated. In addition, the unaudited pro forma condensed combined financial information does not purport to project the future financial position or operating results of the combined company.

The unaudited pro forma condensed combined financial information was prepared using the purchase method of accounting with Cohu treated as the acquirer. Accordingly, the historical consolidated financial information has been adjusted to give effect to the impact of the consideration issued in connection with the acquisition.

The unaudited pro forma condensed combined balance sheet presents our historical financial position combined with Rasco’s as if the acquisition occurred on September 27, 2008, and includes adjustments which give effect to events that are directly attributable to the transaction. Our cost to acquire Rasco has been allocated to the assets acquired and liabilities assumed based upon management’s preliminary internal valuation estimate of their respective fair values as of the date of the acquisition. Definitive allocations will be performed and finalized based upon certain valuations and other studies that will be performed by Cohu with the assistance, in some cases, of outside valuation specialists. Accordingly, the purchase allocation pro forma adjustments are preliminary and have been made solely for the purpose of providing unaudited pro forma condensed combined financial information and are subject to revision based on a final determination of fair value.

The unaudited pro forma condensed combined statements of operations include certain purchase accounting adjustments, including items expected to have a continuing impact on the combined results, such as amortization expense of acquired tangible and intangible assets. The unaudited pro forma condensed combined statements of operations do not include the impacts of any revenue, cost or other operating synergies that may result from the acquisition.

Cohu’s fiscal years are based on a 52- or 53-week period ending on the last Saturday in December, whereas prior to the acquisition, Rasco had a December 31st calendar year end. In the unaudited pro forma condensed combined statement of operations for the year ended December 29, 2007, Rasco’s operating results are as of December 31, 2007 which is within 2 days of Cohu’s year-end. Information related to Rasco’s results for the
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Selected Financial Data

Cohu, Inc. and Rasco GmbH

Unaudited Pro Forma Condensed Combined Financial Statements

year ended December 31, 2007 was derived from its historical audited financial statements as of and for the year ended December 31, 2007 included in this current report as Exhibit 99.3. In order to prepare the unaudited pro forma condensed combined balance sheet as of September 27, 2008 and statement of operations for the nine month period ended September 27, 2008, Rasco’s historical combined statement of position and operating results for the nine-month period ended September 30, 2008, which is within 3 days of Cohu’s most recent unaudited interim period, were derived from their interim unaudited financial statements included in this current report as Exhibit 99.4.
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Selected Financial Data

UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET

As of September 27, 2008

(in thousands)

	
	
	
	Cohu, Inc.
	
	
	Rasco
	
	Pro Forma
	
	Pro Forma
	

	
	
	September 27,
	
	September 30,
	
	
	
	
	

	
	
	
	2008 (a)
	
	
	2008 (b)
	Adjustments
	
	Combined
	

	ASSETS
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Current assets:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash and cash equivalents
	$
	71,170
	$
	17
	$
	(1,637)
	(c)
	$
	69,550
	

	Short-term investments
	
	
	100,009
	
	
	
	—
	
	
	(80,000)
	(c)
	
	20,009
	

	Accounts receivable, net
	
	
	34,464
	
	
	9,934
	
	
	(193)
	(d)
	
	44,205
	

	Inventories:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Raw materials and purchased parts
	
	
	24,724
	
	
	1,652
	
	
	—
	
	
	26,376
	

	Work in process
	
	
	11,954
	
	
	
	1,722
	
	
	551
	(e)
	
	14,227
	

	Finished goods
	
	
	11,659
	
	
	
	2,305
	
	
	102
	(e)
	
	14,066
	

	
	
	
	48,337
	
	
	
	
	5,679
	
	
	
	653
	
	
	
	54,669
	
	

	Deferred income taxes
	
	
	15,890
	
	
	190
	
	
	—
	
	
	16,080
	

	Other current assets
	
	
	6,094
	
	
	
	86
	
	
	—
	
	
	6,180
	
	

	Current assets of discontinued operations
	
	
	5
	
	
	—
	
	
	—
	
	
	5
	

	Total current assets
	
	
	275,969
	
	
	
	
	15,906
	
	
	
	(81,177
	)
	
	
	210,698
	
	

	Property, plant and equipment, at cost:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Land and land improvements
	
	
	7,052
	
	
	
	4,602
	
	
	270
	(f)
	
	11,924
	
	

	Buildings and building improvements
	
	
	23,756
	
	
	5,753
	
	
	(1,374)
	(f)
	
	28,135
	

	Machinery and equipment
	
	
	31,803
	
	
	
	2,516
	
	
	(2,100 ) (f)
	
	32,219
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	62,611
	
	
	
	
	12,871
	
	
	(3,204)
	
	
	72,278
	

	Less accumulated depreciation and amortization
	
	
	(33,516)
	
	
	(3,215)
	
	
	3,215
	(f)
	
	(33,516)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net property, plant and equipment
	
	
	29,095
	
	
	
	9,656
	
	
	11
	
	
	38,762
	

	Deferred income taxes
	
	
	3,150
	
	
	
	—
	
	
	—
	
	
	3,150
	
	

	Goodwill
	
	
	16,370
	
	
	38,492
	
	
	(6,430)
	(g)
	
	48,432
	

	Intangible assets
	
	
	4,954
	
	
	
	22,133
	
	
	13,627
	(h)
	
	40,714
	

	Other assets
	
	
	180
	
	
	988
	
	
	(280)
	(i)
	
	888
	

	Noncurrent assets of discontinued operations held for sale
	
	
	471
	
	
	
	—
	
	
	—
	
	
	471
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	330,189
	
	$
	87,175
	$
	(74,249)
	
	$
	343,115
	

	LIABILITIES AND STOCKHOLDERS’ EQUITY
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Current liabilities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Accounts payable
	$
	9,738
	
	$
	1,628
	$
	—
	
	$
	11,366
	
	

	Accrued compensation and benefits
	
	
	9,121
	
	
	
	2,006
	
	
	(456)
	(j)
	
	10,671
	

	Accrued warranty
	
	
	5,118
	
	
	962
	
	
	—
	
	
	6,080
	
	

	Customer advances
	
	
	3,050
	
	
	
	—
	
	
	—
	
	
	3,050
	
	

	Deferred profit
	
	
	4,784
	
	
	
	—
	
	
	—
	
	
	4,784
	
	

	Income taxes payable
	
	
	894
	
	
	244
	
	
	—
	
	
	1,138
	
	

	Other accrued liabilities
	
	
	5,036
	
	
	
	358
	
	
	—
	
	
	5,394
	
	

	Current liabilities of discontinued operations
	
	
	144
	
	
	—
	
	
	—
	
	
	144
	

	Total current liabilities
	
	
	37,885
	
	
	
	
	5,198
	
	
	
	(456)
	
	
	
	42,627
	
	

	Other accrued liabilities
	
	
	3,011
	
	
	122
	
	
	(122)
	(j)
	
	3,011
	

	Deferred income taxes
	
	
	3,593
	
	
	
	6,255
	
	
	1,929
	(k)
	
	11,777
	
	

	Commitments and contingencies
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stockholders’ equity:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Preferred stock
	
	
	—
	
	
	—
	
	
	—
	
	
	—
	

	Common stock
	
	
	23,256
	
	
	—
	
	
	—
	
	
	23,256
	

	Paid-in capital
	
	
	59,932
	
	
	—
	
	
	—
	
	
	59,932
	

	Retained earnings
	
	
	202,988
	
	
	
	—
	
	
	—
	
	
	202,988
	
	

	Divisional equity
	
	
	—
	
	
	59,792
	
	
	(59,792)
	(l)
	
	—
	

	Accumulated other comprehensive income (loss)
	
	
	(476)
	
	
	15,808
	
	
	(15,808)
	(l)
	
	(476)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total stockholders’ equity
	
	
	285,700
	
	
	
	
	75,600
	
	
	(75,600)
	
	
	285,700
	
	

	
	
	$
	330,189
	
	
	
	$
	87,175
	
	
	$
	(74,249
	)
	
	$
	343,115
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements.
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Selected Financial Data

UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS

For the Year Ended December 29, 2007

(in thousands, except per share amounts)

	
	
	
	Cohu, Inc.
	
	
	Rasco
	Pro Forma
	
	
	Pro Forma
	

	
	
	December 29,
	December 31,
	
	
	
	
	

	
	
	
	2007 (a)
	
	
	2007 (b) (c)
	
	Adjustments
	
	
	
	Combined
	
	

	
	Net sales
	$
	241,389
	
	$
	45,853
	$
	—
	
	$
	287,242
	

	
	Cost and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Cost of sales
	
	162,577
	
	
	
	27,031
	
	3,543
	
	(d)
	
	
	193,151
	

	
	Research and development
	
	38,336
	
	
	
	4,820
	
	—
	
	
	
	43,156
	

	
	Selling, general and administrative
	
	36,188
	
	
	
	12,905
	
	(2,180)
	(d)
	
	
	46,913
	

	
	
	
	237,101
	
	
	
	
	44,756
	
	
	1,363
	
	
	
	
	283,220
	
	

	
	Income from operations
	
	4,288
	
	
	
	1,097
	
	(1,363)
	
	
	
	4,022
	

	
	Interest income
	
	8,400
	
	
	
	28
	
	(4,319)
	(e)
	
	
	4,109
	

	
	Other expense, net
	
	—
	
	
	(191)
	
	(159)
	(f)
	
	
	(350)
	

	Income from continuing operations before income taxes
	
	12,688
	
	
	
	
	934
	
	
	(5,841)
	
	
	
	
	7,781
	
	

	
	Income tax provision (benefit)
	
	4,667
	
	
	
	(2,361)
	
	(2,161)
	(g)
	
	
	145
	

	Income from continuing operations
	$
	8,021
	
	
	
	$
	3,295
	
	$
	(3,680
	)
	
	
	$
	7,636
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Income per share from continuing operations:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Basic income per share
	$
	0.35
	
	
	
	
	
	
	
	
	
	$
	0.33
	

	
	Diluted income per share
	$
	0.34
	
	
	
	
	
	
	
	
	
	$
	0.33
	

	Weighted average shares used in computing income per share:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Basic
	
	22,880
	
	
	
	
	
	
	
	
	
	
	
	
	22,880
	
	

	
	Diluted
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	23,270
	
	
	
	
	
	
	
	
	
	
	
	
	23,270
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements.
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Selected Financial Data

UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS

For the Nine Months Ended September 27, 2008

(in thousands, except per share amounts)

	
	
	
	Cohu, Inc.
	
	
	Rasco
	Pro Forma
	
	Pro Forma
	

	
	
	September 27,
	
	September 30,
	
	
	
	

	
	
	
	2008 (a)
	
	
	
	2008 (b) (c)
	
	Adjustments
	
	
	Combined
	
	

	
	Net sales
	$
	158,258
	
	$
	36,365
	$
	—
	$
	194,623
	

	
	Cost and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Cost of sales
	
	101,453
	
	
	
	20,936
	
	2,954 (d)
	
	
	125,343
	

	
	Research and development
	
	29,582
	
	
	
	2,653
	
	—
	
	
	32,235
	

	
	Selling, general and administrative
	
	27,652
	
	
	
	11,567
	
	(1,816)(d)
	
	
	37,403
	

	
	
	
	158,687
	
	
	
	
	35,156
	
	
	1,138
	
	
	
	194,981
	
	

	
	Income (loss) from operations
	
	(429)
	
	
	1,209
	
	(1,138)
	
	
	(358)
	

	
	Interest income
	
	4,282
	
	
	
	—
	
	(2,192)(e)
	
	
	2,090
	

	
	Other income, net
	
	—
	
	
	319
	
	—
	
	
	319
	

	Income from continuing operations before income taxes
	
	3,853
	
	
	
	
	1,528
	
	
	(3,330)
	
	
	
	2,051
	
	

	
	Income tax provision (benefit)
	
	1,690
	
	
	
	(27)
	
	(1,123)(g)
	
	
	540
	

	Income from continuing operations
	$
	2,163
	
	
	
	$
	1,555
	
	$
	(2,207
	)
	
	$
	1,511
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Income per share from continuing operations:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Basic income per share
	$
	0.09
	
	
	
	
	
	
	
	
	$
	0.07
	

	
	Diluted income per share
	$
	0.09
	
	
	
	
	
	
	
	
	$
	0.06
	

	Weighted average shares used in computing income per share:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Basic
	
	23,142
	
	
	
	
	
	
	
	
	
	
	
	23,142
	
	

	
	Diluted
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	23,380
	
	
	
	
	
	
	
	
	
	
	
	23,380
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements.
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Selected Financial Data

NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED

FINANCIAL STATEMENTS

Note 1. Basis of Pro Forma Presentation

On December 9, 2008 Cohu completed its acquisition of Rasco. The unaudited pro forma condensed combined financial statements have been prepared to give effect to the completed acquisition, which was accounted for as a purchase business combination in accordance with Statement No. 141.

Under the purchase method of accounting, the total estimated purchase price is allocated to Rasco’s net tangible and intangible assets based on their estimated fair values as of December 9, 2008, the effective date of the acquisition. The table below represents a preliminary allocation of purchase price based on management’s internal evaluation to estimate their respective fair values, as described in the introduction to these unaudited pro forma condensed combined financial statements (in thousands):

	
	Current assets
	$
	14,173
	

	
	Fixed assets
	
	8,375
	

	
	Other assets
	
	636
	

	
	Intangible assets
	
	33,360
	

	
	In-process research and development (IPR&D)
	
	2,400
	

	
	Goodwill
	
	41,336
	

	
	
	
	
	
	

	
	Total assets acquired
	
	100,280
	

	
	Current liabilities assumed
	
	(18,643)
	

	
	
	
	
	
	

	
	Net assets acquired
	$
	81,637
	

	
	
	
	
	
	



Upon completion of the fair value assessment, Cohu anticipates that the ultimate purchase price allocation may differ from the preliminary assessment outlined above. Any changes to the initial estimates of the fair value of the assets and liabilities will likely be allocated to intangible assets (excluding IPR&D) or residual goodwill. Fluctuations in the exchange rate of the Euro, the functional currency of Rasco, impact the U.S. dollar value of the goodwill and intangible assets in our consolidated financial statements and, as a result, the future gross carrying value and amortization of the acquired intangible assets may differ from the amounts presented below.

Of the total purchase price, $33.4 million has been allocated to definite and indefinite-lived intangible assets acquired. Definite-lived intangible assets of $31.2 million consist of the value assigned to Rasco’s unpatented complete technology of $26.3 million and customer relationships of $4.9 million. The amortization related to these intangible assets is reflected as pro forma adjustments to the unaudited pro forma condensed combined statement of operations. Any excess of the purchase price over the estimated fair value of the net assets acquired has been recorded as goodwill. The acquisition was nontaxable and certain of the assets acquired, including goodwill and intangibles, will not be deductible for tax purposes.

As required by FASB Interpretation No. 4, “Applicability of FASB Statement No. 2 to Business Combinations Accounted for by the Purchase Method”, the portion of the purchase price allocated to IPR&D was expensed immediately upon the closing of the acquisition. Therefore, the $2.4 million related to IPR&D was included as an expense in our results of operations as of the date of the acquisition; however, it has not been included in the unaudited pro forma condensed combined statement of operations since such adjustment is non-recurring in nature. There is no tax benefit related to this charge.

There are several methods that can be used to determine the estimated fair value of the acquired IPR&D. The fair value of the IPR&D was determined using the “income method” approach which applies a probability weighting to the estimated future net cash flows that are derived from projected sales revenues and estimated costs. These projections are based on factors such as relevant market size, historical pricing of similar products, and expected industry trends. The estimated future net cash flows are then discounted to the present value using an appropriate discount rate.
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Selected Financial Data

NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED

FINANCIAL STATEMENTS

The preliminary allocation of the other intangible assets included in these pro-forma financial statements is as follows:

	
	
	
	Estimated
	

	
	
	
	Fair Value
	Estimated Average

	Description
	(in thousands)
	Remaining Useful Life

	
	Unpatented complete technology
	$
	26,300
	
	8 years

	
	Customer relationships
	
	4,860
	
	8 years

	
	Trade name
	
	2,200
	
	Indefinite

	
	
	$
	33,360
	
	
	

	
	
	
	
	
	
	



The value assigned to Rasco’s unpatented complete technology was determined by discounting the estimated future cash flows associated with the existing developed and core technologies to their present value. Developed and core technology, which comprise products that have reached technological feasibility, includes the products in Rasco’s product line. The revenue estimates used to value the unpatented complete technology were based on estimates of relevant market sizes and growth factors, expected trends in technology and the nature and expected timing of new product introductions by Rasco and its competitors. The rates utilized to discount the net cash flows of unpatented complete technology to their present value are based on the risks associated with the respective cash flows taking into consideration the Company’s weighted average cost of capital.

The value assigned to Rasco’s customer relationships was determined by discounting the estimated cash flows associated with the existing customers as of the acquisition date taking into consideration expected attrition of the existing customer base. The estimated cash flows were based on revenues for those existing customers net of operating expenses and net contributory asset charges associated with servicing those customers. The estimated revenues were based on revenue growth. Operating expenses were estimated based on the supporting infrastructure expected to sustain the assumed revenue growth rates. Net contributory asset charges were based on the estimated fair value of those assets that contribute to the generation of the estimated cash flows.

The acquired intangible assets related to the Rasco acquisition will result in the following approximate annual amortization expense in future periods (in thousands):

	2008
	$
	243
	

	2009
	
	3,895
	

	2010
	
	3,895
	

	2011
	
	3,895
	

	2012
	
	3,895
	

	2013
	
	3,895
	

	There after
	
	11,442
	

	Total
	$
	31,160
	
	

	
	
	
	
	



Note 2. Pro Forma Adjustments

Pro forma adjustments are necessary to reflect the estimated purchase price, to adjust amounts related to Rasco’s net tangible and intangible assets to a preliminary estimate of the fair values of those assets, to reflect the amortization expense related to the estimated amortizable intangible assets and to reclassify certain of Rasco’s amounts to conform to Cohu’s presentation.

In the process of finalizing our purchase price allocation, if information becomes available which would indicate the existence of a material preacquisition contingency and it is determined that events giving rise to the contingency occurred prior to the acquisition date and the amounts can be reasonably estimated, such items will be included in our final purchase price allocation.
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Selected Financial Data

NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED

FINANCIAL STATEMENTS

The pro forma adjustments included in the unaudited pro forma condensed combined balance sheet are as follows:

(a) Represents Cohu’s historical consolidated statement of position as of September 27, 2008.

(b) Represents Rasco’s historical combined statement of position as of September 30, 2008.

(c) Adjustment to reflect the cash paid to Dover and other transaction related costs, of approximately $81.6 million.

(d) Adjustment to reflect the estimated fair value of trade receivables acquired.

(e) Adjustment to reflect the estimated fair value of inventories acquired.

(f) Adjustment to record certain real estate assets and machinery and equipment at estimated fair value.

(g) Adjustment to reflect the estimated fair value of goodwill based on net assets acquired as if the acquisition occurred on September 27, 2008. The $9.2 million difference between the $32.1 million recorded on a pro forma basis and the actual preliminary balance as of the acquisition date, excluding the elimination of existing Rasco goodwill, is the result of changes in the net assets and liabilities of Rasco, due to normal operating activities and changes in exchange rates, between September 27, 2008 and December 9, 2008.

(h) Adjustment of approximately $13.6 million, to record identifiable intangible assets at estimated fair value. Included in this amount is approximately $2.4 million associated with acquired in-process research and development activities that will be charged to expense in the first reporting period subsequent to the acquisition of Rasco.

(i) Adjustment to eliminate certain assets not acquired by Cohu including Rasco’s investment in ESMO AG of approximately $0.2 million and $0.1 million related to a pension assets.

(j) Adjustment to eliminate certain liabilities of Rasco not acquired by Cohu primarily $0.5 million in accrued employee incentive compensation and $0.1 million related to a pension obligation.

(k) Adjustment of approximately $8.2 million, excluding the elimination of existing Rasco deferred taxes, to record the tax effects of the various purchase accounting entries recorded as a result of the acquisition.

(l) Adjustment to reflect the elimination of Rasco shareholder equity accounts.

The pro forma adjustments included in the unaudited pro forma condensed combined statements of operations are as follows:

(a) Represents Cohu’s historical consolidated statement of operations for the year ended December 29, 2007 and the nine months ended September 27, 2008.

(b) Represents Rasco’s historical combined statement of operations for the year ended December 31, 2007 and the nine months ended September 30, 2008.

(c) Certain reclassifications have been made to the presentation of Rasco’s historical consolidated statement of operations for the year ended December 31, 2007 and the nine months ended September 30, 2008 to conform to Cohu’s presentation. We have reclassified approximately $4.8 million and $2.7 million from selling general and administrative expenses to research and development expense, respectively. These reclassifications had no effect on Rasco’s historical results of operations.

(d) Adjustment to reflect estimated additional intangible asset amortization expense of $1.4 million and $1.1 million for the year ended December 29, 2007 and the nine months ended September 27, 2008, respectively, resulting from the fair value adjustments to Rasco’s intangible assets. Adjustment also includes a reclassification of expense amounts from selling, general and administrative to cost of sales.
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Selected Financial Data

NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED

FINANCIAL STATEMENTS

(e) Represents the estimated reduction in interest income earned on Cohu’s cash and short term investments (cash reserves) of approximately of

$4.3 million and $2.2 million for the year ended December 29, 2007 and the nine months ended September 27, 2008, respectively. We have assumed that the purchase price of $81.6 million was paid on the first day of each period and the estimated reduction to interest income was derived based on the average yield earned by Cohu for the applicable periods.

(f) Adjustment to eliminate dividends received by Rasco from its investment in ESMO AG an investment which was not acquired by Cohu. As this transaction will not be part of the ongoing Rasco entity acquired by Cohu, we believe this adjustment is appropriate.

(g) Adjustment to apply the applicable estimated statutory rates to the pretax earnings of the pro forma adjustments for the year ended December 29, 2007 and the nine months ended September 27, 2008.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders

of Dover Corporation

In our opinion, the accompanying combined balance sheet and the related combined statements of income and comprehensive income, of changes in equity and of cash flows present fairly, in all material respects, the combined financial position of the Rasco Group at December 31, 2007, and the results of its operations and its cash flows for the year then ended in conformity with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Group’s management. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit of these statements in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

/s/ PricewaterhouseCoopers LLP

Los Angeles, California

January 19, 2009
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Rasco Group

Combined Balance Sheet

December 31, 2007

	
	Assets
	
	
	
	

	
	Current assets
	
	
	
	

	
	Cash and cash equivalents
	$
	18,130
	

	
	Accounts receivable
	
	
	
	

	
	Trade
	
	7,216,815
	

	
	Affiliates
	
	11,414
	

	
	Inventories
	
	3,368,627
	

	
	Prepaid expenses
	
	331,415
	

	
	Deferred income tax assets
	
	81,079
	

	
	Total current assets
	
	11,027,480
	
	

	
	
	
	
	
	

	
	Property, plant and equipment, net
	
	9,585,697
	

	
	Goodwill
	
	38,417,100
	

	
	Other intangibles, net
	
	24,354,216
	

	
	Other assets
	
	865,354
	
	

	
	Total assets
	$
	84,249,847
	

	Liabilities and Equity
	
	
	
	

	
	
	
	
	

	
	Current liabilities
	
	
	
	

	
	Accounts payable
	$
	1,004,066
	

	
	Accrued compensation and benefits
	
	1,424,551
	

	
	Accrued warranty liabilities
	
	916,792
	

	
	Income taxes payable
	
	588,095
	

	
	Other accrued liabilities
	
	194,912
	
	

	
	Total current liabilities
	
	4,128,416
	

	Deferred income tax liabilities
	
	6,816,150
	

	
	Deferred compensation
	
	477,168
	

	
	Total liabilities
	
	11,421,734
	
	

	
	
	
	
	
	

	
	Commitments and contingent liabilities (Note 9)
	
	
	
	

	Divisional equity
	
	57,305,526
	

	
	Accumulated other comprehensive income
	
	15,522,587
	

	
	Total equity
	
	72,828,113
	
	

	
	Total liabilities and equity
	$
	84,249,847
	

	
	
	
	
	
	



The accompanying notes are an integral part of these combined financial statements.
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Rasco Group

Combined Statement of Income and Comprehensive Income

Year Ended December 31, 2007

	
	Sales, net
	$45,852,882
	

	
	Cost of sales
	27,030,867
	
	

	
	Gross profit
	18,822,015
	

	Selling, general and administrative expenses
	17,724,768
	
	

	
	Operating income
	1,097,247
	

	Interest income
	27,571
	

	
	Other expense, net
	(190,565)
	

	
	Income before income taxes
	934,253
	
	

	
	
	
	
	

	
	Income tax benefit
	2,361,086
	

	
	Net income
	3,295,339
	
	

	
	
	
	
	

	
	Other comprehensive income
	
	
	

	
	Foreign currency translation adjustments
	7,002,736
	
	

	
	Comprehensive income
	$10,298,075
	

	
	
	
	
	



The accompanying notes are an integral part of these combined financial statements.
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Rasco Group

Combined Statement of Changes in Equity

Year Ended December 31, 2007

	
	
	
	
	
	
	
	Accumulated
	
	
	

	
	
	
	
	
	
	
	
	Other
	
	
	

	
	Divisional Equity
	
	Comprehensive
	Total
	

	
	
	
	
	Income
	
	

	Balances at January 1, 2007
	$
	57,454,441
	
	$
	8,519,851
	$65,974,292
	

	Foreign currency translation
	
	
	—
	
	
	7,002,736
	7,002,736
	

	Stock-based compensation expense
	
	
	216,160
	
	
	
	
	—
	216,160
	

	Dividends and other distributions to Related Parties
	
	
	(3,660,414)
	
	
	—
	(3,660,414)
	

	Net income
	
	
	3,295,339
	
	
	
	
	—
	3,295,339
	

	Balances at December 31, 2007
	
	$
	57,305,526
	
	
	
	$
	15,522,587
	
	$ 72,828,113
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	



The accompanying notes are an integral part of these combined financial statements.
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Rasco Group

Combined Statement of Cash Flows

Year Ended December 31, 2007

Cash flows from operating activities
[image: ]

Net income

Adjustments to reconcile net income to net cash provided by operating activities
[image: ]
Depreciation and amortization

Stock-based compensation
[image: ]
Deferred income tax benefit

Change in assets and liabilities
[image: ]
Accounts receivable

Inventories
[image: ]
Prepaid expenses

Accounts payable
[image: ]
Accrued compensation, warranty and other accrued liabilities

Other, net
[image: ]

Net cash provided by operating activities

Cash flows from investing activities
[image: ]

Proceeds from sale of property and equipment

Purchase of property and equipment
[image: ]

Net cash used in investing activities

Cash flows from financing activities
[image: ]

Net advances to affiliates

Net cash used in financing activities
[image: ]

Effect of exchange rate changes on cash and cash equivalents

Net decrease in cash and cash equivalents
[image: ]

Cash and cash equivalents

Beginning of year
[image: ]

End of year

The accompanying notes are an integral part of these combined financial statements.
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$ 3,295,339

3,241,235

189,283

(3,065,289)

710,435

1,116,586

(8,847)

(101,679)

(1,670,692)

(62,377)
[image: ]

3,643,994
[image: ]


5,142

(107,807)
[image: ]

(102,665)
[image: ]


(3,660,414)

(3,660,414)

94,075
[image: ]

(25,010)


43,140
[image: ]

· 18,130
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Rasco Group

Notes to Combined Financial Statements

December 31, 2007

1. Description of Business and Summary of Significant Accounting Policies Description of Business

Rasco GmbH and its US and Singaporean affiliated entities (collectively, “Rasco” or the “Group”) are engaged in the business of manufacturing (principally in Germany) and selling throughout the world, semiconductor gravity handlers and related service and products.

Combined Financial Statements

The combined financial statements include the accounts of Rasco GmbH, Rosenheim Automation Systems Corporation and Rasco Asia. The shareholders of Rasco GmbH (a German Company) and Rosenheim Automation Systems Corporation (a US Company) are separate companies whose ultimate parent is Dover Corporation (“Dover”). Rasco Asia is a division of a Singaporean company who is also ultimately owned by Dover. All significant intercompany accounts and transactions have been eliminated in combination.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates.
Significant estimates include net realizable value of inventories, valuation of goodwill and intangible assets, useful lives associated with amortization and depreciation of intangibles and fixed assets, accrued warranty liabilities and income taxes.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits and short-term investments that are highly liquid in nature and have original maturities at the time of purchase of three months or less.

Accounts Receivable and Concentration of Credit Risk

Accounts receivable is composed principally of trade accounts receivable that arise primarily from the sale of goods and services on account and is stated at historical cost. Management evaluates accounts receivable to estimate the amount of accounts receivable that will not be collected in the future and records the appropriate provision. The provision for doubtful accounts is recorded as a charge to operating expense and reduces net accounts receivable. The estimated allowance for doubtful accounts is based primarily on management’s evaluation of the aging of the accounts receivable balance, the financial condition of its customers and historical trends. Actual collections of accounts receivable could differ from management’s estimates due to changes in future economic, industry or customer’s financial conditions.

At December 31, 2007, the top customer and the top ten customers accounted for approximately 32.5% and 76.3% of trade receivables, respectively.

Fair Value of Financial Instruments

The carrying amount of cash and cash equivalents, trade receivables, accounts payable and accrued expenses approximates fair value due to the short maturity, less than one year, of the instruments.
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Rasco Group

Notes to Combined Financial Statements

December 31, 2007

Inventories

Inventories are stated at the lower of cost, determined on the first-in, first-out (FIFO) basis, or market.

Property, Plant and Equipment

Property, plant and equipment include the historic cost of land, buildings, equipment and significant improvements to existing plant and equipment. Expenditures for maintenance, repairs and minor renewals are expensed as incurred. When property or equipment is sold or otherwise disposed of, the related costs and accumulated depreciation are removed from the respective accounts and the gain or loss realized on disposition is reflected in earnings. Depreciation expense was $349,210 in 2007 and was calculated principally using the straight-line method. Property, plant and equipment are depreciated over the estimated useful lives as follows:

	Buildings
	31.5 years

	Machinery and equipment
	3 to 7 years

	Furniture and fixtures
	3 to 7 years

	Vehicles
	3 years



Goodwill and Other Intangible Assets

Goodwill is the excess of the acquisition cost of Rasco over the fair value of its identifiable net assets as of the date Rasco was acquired by Dover. In accordance with Statement of Financial Accounting Standards (SFAS) No. 142, Goodwill and Other Intangible Assets, the Group does not amortize goodwill and indefinite-lived intangible assets. Instead these assets are tested for impairment annually unless indicators of impairment exist during the interim periods. For 2007, no impairment charge was recorded as a result of the annual impairment tests.

Long-Lived Assets

In accordance with SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, long-lived assets (including intangible assets that are amortized) are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. If an indicator of impairment exists for any asset, an estimate of undiscounted future cash flows is produced and compared to its carrying value. If an asset is determined to be impaired, the loss is measured by the excess of the carrying amount of the asset over its fair value as determined by an estimate of discounted future cash flows. In 2007, no impairment charge related to long-lived assets was recorded.

Foreign Currency Translation

Assets and liabilities of non-US entities, where the functional currency is not the US dollar, have been translated into the US dollar at year-end exchange rates and profit and loss accounts have been translated using weighted average exchange rates. Adjustments resulting from translation have been recorded in equity on the combined balance sheet as a component of accumulated other comprehensive income.

Rasco GmbH’s functional currency is the Euro. During 2007, the Euro appreciated significantly against the US dollar, increasing from 1.319 US dollars per Euro on January 1, 2007 to 1.462 US dollars per Euro on December 31, 2007. As a substantial amount of the company’s costs are Euro-based while a lesser percentage of the revenue is Euro-based, the impact of this strengthening of the Euro had a negative effect on the net earnings of the company.
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Rasco Group

Notes to Combined Financial Statements

December 31, 2007

The Group recognizes as part of other expense, net, foreign exchange gains or losses that result from transactions in currencies other than its functional currencies. During 2007, the Group recognized $358,057 of net foreign exchange losses.

Revenue Recognition

Revenue is recognized when all of the following circumstances are satisfied: (a) persuasive evidence of an arrangement exists, (b) price is fixed and determinable, (c) collectability is reasonable assured, and (d) delivery has occurred. In revenue transactions where installation is required, revenue is recognized upon delivery only when the installation obligation is not essential to the functionality of the delivered products. Revenue transactions involving non-essential installation obligations are those which can generally be completed in a short period of time at insignificant costs and the skill required to complete these installations are not unique to the Company and in many cases can be provided by third parties or the customers. Service revenue recorded in net sales is not significant.

Stock-Based Compensation

Dover has a stock option and stock-settled stock appreciation rights plan (the “Plan”) for certain management employees, including certain employees of the entities within the Group. Effective January 1, 2006, SFAS No. 123(R), Share-Based Payment-Revised 2003 (“SFAS 123(R)”), was adopted. The modified prospective method to adopt SFAS 123(R) was used, which requires all compensation expense to be recorded at fair value for all stock-based compensation granted on or after January 1, 2006, as well as the unvested portion of previously granted options.

For additional information related to stock-based compensation, see Note 7.

Income Taxes

The provision for income taxes includes federal, state, local and non-US taxes. Tax credits, primarily for research and experimentation, are recognized as a reduction of the provision for income taxes in the year in which they are available for tax purposes. Deferred taxes are provided on temporary differences between the basis for assets and liabilities for financial and tax reporting purposes as measured by enacted tax rates expected to apply when temporary differences are settled or realized. Future tax benefits are recognized to the extent that realization of those benefits is considered to be more likely than not. A valuation allowance is established against deferred tax assets when the realization of all or a portion of the deferred tax asset is not “more likely than not”.

See Note 2 for a discussion of the adoption of Financial Accounting Standards Board (FASB) Interpretation No. 48, Accounting for Uncertainty in Income Taxes (“FIN 48”).

Research and Development Costs

Research and development expenditures, including qualifying engineering costs, are expensed when incurred and amounted to $4,820,000 in 2007 and were included in selling, general and administration expenses on the combined statement of income and comprehensive income.
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Rasco Group

Notes to Combined Financial Statements

December 31, 2007

Certain Risks and Uncertainties

The Group’s property and casualty insurance programs contain various deductibles that, based on experience, are typical and customary for the Group companies of its size and risk profile. The Group does not consider any of the deductibles to represent a material risk to the Group. Much of the Group companies’ insurance for coverage of property, casualty, business interruption, general liability and US workers’ compensation are provided for under policies entered into on behalf of Dover and all of its subsidiaries. The premiums are allocated amongst the Dover companies on the basis of relative sales or payroll. In substantially all cases, such insurance does not require any deductible at the subsidiary level. In certain cases, local policies are acquired in addition to the Dover policies in order to further manage the risk at the local level.

The Group does not consider there to be material risk to its supplies of materials, labor or other services used in its operations.

Recent Accounting Pronouncements

Accounting Standards Not Yet Adopted

In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations, (“SFAS 141(R)”). SFAS 141(R) retains the fundamental requirements in SFAS No. 141 that the acquisition method of accounting (which SFAS 141 called the purchase method) be used for all business combinations and for an acquirer to be identified for each business combination. In general, SFAS 141(R): (a) broadens the guidance of SFAS 141, extending its applicability to all events where one entity obtains control over one or more other businesses, (b) broadens the use of fair value measurements used to recognize the assets acquired and liabilities assumed, (c) changes the accounting for acquisition related fees and restructuring costs incurred in connection with an acquisition and (d) increases required disclosures. The Group will apply the provisions of SFAS 141(R) prospectively to business combinations for which the acquisition date is on or after January 1, 2009.

In April 2008, the FASB issued FASB Staff Position (FSP) FAS No. 142-3, which amends the factors that must be considered in developing renewal or extension assumptions used to determine the useful life over which to amortize the cost of a recognized intangible asset under SFAS No. 142, Goodwill and Other Intangible Assets (“SFAS 142”). The FSP requires an entity to consider its own assumptions about renewal or extension of the term of the arrangement, consistent with its expected use of the asset, and is an attempt to improve consistency between the useful life of a recognized intangible asset under SFAS 142 and the period of expected cash flows used to measure the fair value of the asset under SFAS 141. The FSP is effective January 1, 2009 and the guidance for determining the useful life of a recognized intangible asset must be applied prospectively to intangible assets acquired after the effective date. The FSP is not expected to have a significant impact on the Group’s combined financial statements.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS 157”), which defines fair value, establishes a framework for measuring fair value in generally accepted accounting principles, and expands disclosures about fair value measurements. For financial assets and liabilities, this statement is effective for fiscal periods beginning after November 15, 2007 and does not require any new fair value measurements. In February 2008, FSP No. 157-2 was issued which delayed the effective date of SFAS 157 to fiscal years ending after November 15, 2008 for nonfinancial assets and liabilities, except for items that are recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually). The Group does not expect the adoption of SFAS 157 to have a material effect on its combined financial statements.
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Rasco Group

Notes to Combined Financial Statements

December 31, 2007

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities, Including an Amendment of FASB Statement No. 115. This statement permits entities to choose to measure many financial instruments and certain other items at fair value. This statement is effective for financial statements issued for fiscal years beginning after November 15, 2007, including interim periods within that fiscal year. The Group did not elect the fair value option for any of its existing financial instruments as of January 1, 2008 and has not determined whether or not it will elect this option for financial instruments it may acquire in the future.

In December 2007, the FASB issued SFAS No. 160, Non-controlling Interests in Consolidated Financial Statements — an amendment of ARB No. 51, (“SFAS 160”). SFAS 160 requires that a non-controlling interest in a subsidiary be reported as equity and the amount of consolidated net income specifically attributable to the non-controlling interest be identified in the consolidated financial statements. It also requires consistency in the manner of reporting changes in the parent’s ownership interest and requires fair value measurement of any non-controlling equity investment retained in a deconsolidation. The Group will apply the provisions of this statement prospectively, as required, beginning on January 1, 2009 and does not expect the adoption of SFAS 160 to have a material effect on its combined financial statements.

In March 2008, the FASB issued SFAS No. 161 (“SFAS 161”), Disclosures about Derivative Instruments and Hedging Activities — an amendment of FASB Statement No. 133. SFAS 161 required enhanced disclosures about an entity’s derivative and hedging activities, including (a) how and why an entity uses derivative instruments, (ii) how derivative instruments and related hedging items are accounted for under SFAS No. 133, and (iii) how derivative instruments and related hedged items affect an entity’s financial position, financial performance, and cash flows. As the provisions of SFAS 161 relate only to enhanced disclosures, this standard will have no impact on the Group’s financial position, results of operations or cash flows. SFAS 161 is effective for fiscal periods beginning after November 15, 2008.

In May 2008, the FASB issued SFAS No. 162, “The Hierarchy of Generally Accepted Accounting Principles.” The statement is intended to improve financial reporting by identifying a consistent hierarchy for selecting accounting principles. The statement is effective 60 days following the Securities and Exchange Commission’s approval of the Public Company Accounting Oversight Board amendments to AU Section 411, “The Meaning of Present Fairly in Conformity with GAAP,” and is not expected to have any impact on the Group’s results of operations, financial condition or liquidity.

2. Adoption of New Accounting Pronouncement FIN 48

Effective January 1, 2007, the Group adopted FIN 48, which specifies the way companies are to account for uncertainty in income tax positions, and prescribes a methodology for recognizing, reserving and measuring the tax benefits of a tax position taken, or expected to be taken, in a tax return. There was no impact on the combined financial statements of the Group as a result of adopting the new standard.
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Rasco Group

Notes to Combined Financial Statements

December 31, 2007

3. Inventories

	
	Inventories consist of the following at December 31, 2007:
	
	
	
	

	
	
	
	
	
	

	
	Raw materials
	$ 2,355,797
	
	

	
	Work in process
	551,409
	
	

	
	Finished goods
	1,169,866
	
	

	
	
	4,077,072
	
	
	

	
	
	
	
	
	

	
	Less: Reserves for excess and obsolete inventories
	(708,445)
	

	
	
	$ 3,368,627
	
	
	

	
	
	
	
	
	



4. Property, Plant and Equipment

Property, plant and equipment, net consist of the following at December 31, 2007:

	
	Land
	$
	4,592,897
	
	

	
	Buildings and improvements
	
	5,697,838
	
	

	
	Machinery, equipment and other
	
	2,285,535
	
	

	
	
	
	12,576,270
	
	
	

	
	
	
	
	
	
	

	
	Less: Accumulated depreciation
	
	(2,990,573)
	

	
	
	$
	9,585,697
	
	
	

	
	
	
	
	
	
	



5. Goodwill and Other Intangibles Assets

The carrying values of goodwill and other intangible assets at December 31, 2007 are as follows:

	
	Lives
	Cost
	
	Accumulated
	Net
	

	
	
	
	
	Amortization
	
	

	Goodwill
	N/A
	$38,417,100
	
	
	
	$38,417,100
	

	Other intangibles
	
	
	
	
	
	
	
	
	

	Trademarks
	15 yrs
	1,897,415
	453,257
	
	1,444,158
	

	Unpatented technology
	15 yrs
	22,141,374
	5,289,342
	
	16,852,032
	

	Customer related
	8 yrs
	11,136,367
	5,173,476
	
	5,962,891
	

	All other
	1-5 yrs
	992,495
	897,360
	
	95,135
	

	
	
	
	
	
	
	
	
	
	

	
	
	$36,167,651
	$ 11,813,435
	$24,354,216
	

	
	
	
	
	
	
	
	
	
	



The balance of Goodwill increased from December 31, 2006 to December 31, 2007 by $3,669,174 due solely to the strengthening of the Euro against the US dollar during that period.

Substantially all of the goodwill and other intangible assets are attributable to the Group’s German operations.

Amortization expense for 2007 was $2,835,181. Amortization expense for each of the next five years will approximate the amount for 2007, subject to the impact of fluctuations in currency exchange rates.
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Rasco Group

Notes to Combined Financial Statements

December 31, 2007

6. Investment in ESMO AG

At December 31, 2007, Rasco GmbH has a 24.27% investment in the capital stock ESMO AG (“ESMO”), a privately owned German company. The Group accounts for the investment in ESMO on the cost method since it does not have the ability to exert significant influence over the operations of ESMO. The carrying value of the investment was $169,000 as of December 31, 2007 and is included in other assets on the combined balance sheet. During 2007, Rasco GmbH received dividends of $159,000 which is included in other expense, net on the combined statement of income and comprehensive income. In October 2008, the shares of ESMO were sold by Rasco GmbH to its parent for €1,000,000. The parent, in turn, sold these shares to certain shareholders and employees of ESMO for the same amount

7. Equity and Cash Incentive Plans

Certain of the management team of the Group participate in the Long Term Incentive Plan (“LTI Plan”) sponsored by Dover. The LTI Plan provides for incentive cash payments to be paid each year, if earned, based on the three year historical performance of the business unit. The Group accrues for a portion of the future payouts that are based in part on 2007 and prior earnings. Since some of these potential payouts will not occur in the next twelve months, a portion of this liability is classified as long term deferred compensation.

In addition, the LTI Plan awards a certain level of stock option or Stock Appreciation Rights (“SARs”) which vest over a three year period and lapse at the end of ten years. The underlying stock to which the options and appreciation rights relate is that of Dover and not the stock of any of the Group companies. The exercise price is the fair market value of Dover stock at the time the awards are granted.

In 2007, the management of Rasco Group was granted 12,769 SARS with an exercise price of $50.60. During 2007, options to acquire 1.076 shares and 1,697 SARs were forfeited. As of December 31, 2007, the management of Rasco Group held outstanding options to acquire 16,329 shares of Dover common stock and 23,762 of SARs at a weighted average exercise price of $44.11. None of the options or SARs were exercisable at December 31, 2007. Dover uses the Black-Scholes valuation model to estimate the fair value of its Stock Appreciation Rights (SARs) and stock options that are granted to employees. The model requires management to estimate the expected life of the SAR or option, expected forfeitures and the volatility of Dover’s stock using historical data. The fair value of each grant was estimated on the date of grant using a Black-Scholes option-pricing model with the following assumptions:

	
	2007
	2006
	2005

	
	Grants
	Grants
	Grants

	
	SARs
	SARs
	options

	Risk-free interest rate
	4.84%
	4.63%
	3.97%

	Dividend yield
	1.43%
	1.52%
	1.70%

	Expected life (years)
	6.50
	8
	8

	Volatility
	28.85%
	30.73%
	31.15%

	Option grant price
	$50.60
	$46.00
	$38.00

	Fair value of options granted
	$16.65
	$17.01
	$13.24
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Compensation expense recorded in 2007 relating to the equity portion of the LTI Plan was $189,283 which is included in sales, general and administrative expenses. Unrecognized compensation expense related to non-vested shares was $216,792 at December 31, 2007. This cost is expected to be recognized over a weighted average period of 1.6 years.

8. Income Taxes

Income tax (benefit) provision for the year ended December 31, 2007 consists of the following:

	Current
	
	
	
	

	US Federal
	$
	235,782

	State and local
	
	405

	Foreign
	
	468,016
	

	Total current expense
	
	704,203

	Deferred
	
	
	
	

	US Federal
	
	(52,766)

	Foreign
	
	(3,012,523)

	
	
	
	
	

	Total deferred benefit
	
	(3,065,289)

	Total benefit
	$
	(2,361,086
	)

	
	
	
	
	



Rasco GmbH participates in the Dover German “Organschaft”. Accordingly, under German law pertaining to an Organschaft structure, the earnings and losses of Rasco GmbH are pooled with the Organschaft’s taxable results and are not taxed at the Rasco GmbH level. Similarly the taxable income or losses of Rosenheim Automation Systems Corporation and Rasco Asia are included in the relevant consolidated federal and state income tax returns filed in the US and Singapore, respectively. For purposes of these combined financial statements, income tax provision (benefit) of the Group companies has been computed as if the companies file their income tax returns on a stand-alone basis.

Earnings before income taxes were taxed within the following jurisdictions:

	
	United States
	$ 425,232
	

	
	Non-US
	
	509,021
	
	

	
	
	$ 934,253
	

	
	Differences between the effective income tax rate and the US federal income statutory rate are as follows:
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	

	
	US Federal income tax rate
	35.0%
	

	
	Foreign tax rate differences
	(74.9)%
	

	
	Impact of change in future foreign statutory rates on temporary differences
	(209.3)%
	

	
	Other, net
	(3.5)%
	

	
	
	
	
	
	
	

	
	Effective income tax rate
	(252.7)%
	

	
	
	
	
	
	
	



The significant reduction to the effective tax rate was mainly attributable to a reduction in the German statutory tax rate enacted during 2007. In addition there was a reduction of the tax rate from 18% to 10% for Rasco Asia during the year based on trade tax regulations in Singapore.
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	The tax effects of temporary differences that give rise to future deferred tax assets and liabilities are as follows:
	
	
	
	
	

	
	
	
	
	
	
	

	
	Deferred tax assets
	
	
	
	
	

	
	Deferred compensation
	$
	282,984
	

	
	Depreciation on plant and property and equipment
	
	44,667
	

	
	Total deferred tax assets
	
	327,651
	
	
	

	
	
	
	
	
	
	

	
	Deferred tax liabilities
	
	
	
	
	

	
	Intangible assets
	
	(7,062,722)
	

	
	
	
	
	
	
	

	
	Total deferred tax liabilities
	
	(7,062,722)
	

	
	Net deferred tax liabilities
	
	(6,735,071)
	
	
	

	
	
	
	
	
	
	

	
	Current deferred tax asset
	
	81,079
	

	
	Non-current deferred tax liability
	$
	(6,816,150
	)
	

	
	
	
	
	
	
	



9. Commitments and Contingent Liabilities

Group companies are involved in certain legal proceedings incidental to their business. Management and legal counsel periodically review the probable outcome of such proceedings. While it is not possible at this time to predict the outcome of these legal actions or any need for additional reserves, in the opinion of management, based on these reviews, it is unlikely that the disposition of these matters will have a material adverse effect on the combined financial position, results of operations, cash flows or competitive position of the Group.

The Group leases certain of its sales facilities, automobiles and equipment. Rental expense under these leases for 2007 was $160,913. The aggregate future minimum lease payments for operating leases as of December 31, 2007 are $180,935 in 2008, $105,963 in 2009 and $32,141 in 2010.

The Group enters into certain agreements with its suppliers. Under these agreements the Company is obligated to purchase approximately $4,500,000 of inventory within the next one to two years.

Warranty program claims are provided for at the time of sale. Amounts provided for are based on historical costs and adjusted for new claims. A Roll forward of the reserve is as follows:

	Beginning balance January 1, 2007
	$ 955,925
	

	Settlements made, net of provisions
	(114,778)
	

	Other changes, principally currency impact
	75,645
	

	Ending balance December 31, 2007
	
	$ 916,792
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10. Transactions with Affiliates

All of the Group entities are ultimately owned by Dover.

The following services provided by Dover are charged to the Company as described below:

· Insurance coverage for casualty, liability, employment practices and US workers’ compensation. The costs are allocated amongst all of the Dover companies based on sales, payroll or other equitable means.

· Stock-based compensation programs. The costs are charged as described in Note 7 above.

· Certain services, including treasury services such as cash pooling and management, certain tax planning services and internal audit and other administrative services are provided as part of the Corporate oversight by the Dover business segment leadership for which a management fee of $248,498 was charged in 2007. These expenses are allocated using estimates considered to be a reasonable reflection of the utilization of services provided to, or of benefits received by the Rasco Group. The allocation methods include consideration of actual consumption or usage of services, adjusted gross revenues, adjusted invested capital and other factors.

11. Subsequent Events

On December 9, 2008, Dover Corporation sold the Rasco Group to Delta Design Inc., a subsidiary of Cohu Inc., for $80 million.
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	2008
	
	

	
	Assets
	
	
	
	
	

	
	Current assets
	
	
	
	
	

	
	Cash and cash equivalents
	$
	16,661
	

	
	Accounts receivable
	
	
	
	
	

	
	Trade
	
	
	9,928,224
	

	
	Affiliates
	
	
	6,564
	

	
	Inventories
	
	
	5,678,669
	

	
	Prepaid expenses
	
	
	189,518
	

	
	Deferred income tax asset
	
	
	86,772
	
	

	
	Total current assets
	
	
	15,906,408
	

	
	
	
	
	
	
	

	
	Property, plant and equipment, net
	
	
	9,656,340
	

	
	Goodwill
	
	
	38,491,984
	

	
	Other intangibles, net
	
	
	22,132,423
	

	
	Other assets
	
	
	987,755
	
	

	
	Total assets
	$
	87,174,910
	

	Liabilities and Equity
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Current liabilities
	
	
	
	
	

	
	Accounts payable
	$
	1,627,793
	

	
	Accrued compensation and benefits
	
	
	2,005,805
	

	
	Accrued warranty liabilities
	
	
	961,982
	

	
	Income taxes payable
	
	
	244,097
	

	
	Other accrued liabilities
	
	
	358,589
	
	

	
	Total current liabilities
	
	
	5,198,266
	

	Deferred income tax liabilities
	
	
	6,254,520
	

	
	Deferred compensation
	
	
	122,351
	
	

	
	Total liabilities
	
	
	11,575,137
	

	
	
	
	
	
	
	

	
	Commitments and contingent liabilities
	
	
	
	
	

	Divisional equity
	
	
	59,792,330
	

	
	Accumulated other comprehensive income
	
	
	15,807,443
	
	

	
	Total equity
	
	
	75,599,773
	
	

	
	Total liabilities and equity
	$
	87,174,910
	

	
	
	
	
	
	
	



The accompanying notes are an integral part of the financial statements.
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Unaudited Combined Statements of Income and Comprehensive Income
Nine Months Ended September 30, 2007 and 2008

	
	
	2007
	
	
	2008
	

	Sales, net
	$
	34,739,950
	$
	36,364,825

	Cost of sales and other direct costs
	
	20,101,184
	
	
	20,936,127
	

	Gross profit
	
	14,638,766
	
	
	15,428,698

	Selling, general and administrative expenses
	
	12,942,055
	
	
	14,219,379
	

	Operating Income
	
	1,696,711
	
	
	1,209,319

	Other expense (income), net
	
	90,688
	
	
	(318,694)

	Income before income taxes
	
	1,606,023
	
	
	1,528,013
	

	Income tax benefit
	
	1,866,281
	
	
	27,414
	

	Net income
	
	3,472,304
	
	
	1,555,427

	Other comprehensive income:
	
	
	
	
	
	

	Foreign currency translation adjustments
	
	3,405,461
	
	
	284,856
	

	Comprehensive income
	$
	6,877,765
	$
	1,840,283

	
	
	
	
	
	
	



The accompanying notes are an integral part of the financial statements.
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	Accumulated
	
	
	

	
	
	
	
	Other
	
	
	

	
	Divisional
	
	Comprehensive
	
	
	

	
	Equity
	
	Income
	
	Total

	Balances at December 31, 2007
	$57,305,526
	
	$ 15,522,587
	$72,828,113

	Foreign currency translation
	—
	284,856
	284,856

	Stock-based compensation expense
	34,322
	
	—
	34,322

	Net advances from affiliates
	897,055
	
	
	—
	897,055

	Net income
	1,555,427
	
	
	—
	
	
	1,555,427
	

	Balances at September 30, 2008
	$59,792,330
	
	$ 15,807,443
	$75,599,773

	
	
	
	
	
	
	
	
	



The accompanying notes are an integral part of the financial statements.
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Unaudited Combined Statements of Cash Flows
Nine Months Ended September 30, 2007 and 2008

	
	
	
	2007
	
	
	2008
	
	

	
	Cash flows from operating activities
	
	
	
	
	
	
	

	
	Net income
	$
	3,472,304
	$
	1,555,427
	

	
	Adjustments to reconcile net income to net cash provided by (used in) operating activities
	
	
	
	
	
	
	

	
	Depreciation and amortization
	
	2,361,473
	
	2,620,210
	

	
	Stock-based compensation
	
	156,697
	
	34,322
	

	
	Deferred income taxes
	
	(2,837,367)
	
	(607,061)
	

	
	Change in assets and liabilities
	
	
	
	
	
	
	

	
	Accounts receivable — trade
	
	190,886
	
	(2,476,559)
	

	
	Inventory
	
	360,575
	
	(2,226,042)
	

	
	Prepaid expenses and other assets
	
	(28,916)
	
	58,307
	

	
	Accounts payable
	
	459,318
	
	606,727
	

	
	Accrued compensation and other accruals
	
	(348,039)
	
	757,121
	

	
	Accrued income taxes
	
	(589,814)
	
	(121,775)
	

	
	Other non-current, net
	
	154,308
	
	
	(741,977)
	

	
	
	
	
	
	
	
	
	

	
	Net cash provided by (used in) operating activities
	
	3,351,425
	
	
	(541,300)
	

	Cash flows from investing activities
	
	
	
	
	
	
	

	
	Proceeds from sale of fixed assets
	
	5,142
	
	—
	

	
	Purchase of fixed assets
	
	(101,826)
	
	(307,575)
	

	
	
	
	
	
	
	
	
	

	
	Net cash used in investing activities
	
	(96,684)
	
	(307,575)
	

	Cash flows from financing activities
	
	
	
	
	
	
	

	
	Net advances (to) from affiliates
	
	(3,237,798)
	
	897,055
	

	
	
	
	
	
	
	
	
	

	
	Net cash provided by financing activities
	
	(3,237,798)
	
	897,055
	

	
	
	
	
	
	
	
	
	

	
	Effect of exchange rate changes on cash
	
	1,673
	
	
	(49,649)
	

	
	
	
	
	
	
	
	
	

	
	Net increase (decrease) in cash and cash equivalents
	
	18,616
	
	
	(1,469)
	

	
	
	
	
	
	
	
	
	

	
	Cash and cash equivalents
	
	
	
	
	
	
	

	
	Beginning of year
	
	—
	
	
	18,130
	
	

	
	End of year
	$
	18,616
	$
	16,661
	

	
	
	
	
	
	
	
	
	



The accompanying notes are an integral part of the financial statements.
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1. Description of Business and Summary of Significant Accounting Policies:

Description of business

Rasco GmbH and its U.S., Singaporean and China affiliated entities (“Rasco” or the “Company”) are engaged in the business of manufacturing (principally in Germany) and selling throughout the world, semiconductor gravity handlers and related service and products.

Combined Financial Statements

The combined financial statements include the accounts of Rasco GmbH, Rosenheim Automation Systems Corporation, Rasco Asia and Rasco Shenzhen.

The shareholders of Rasco GmbH (a German Company) and Rosenheim Automation Systems Corporation (a U.S. Company) are separate companies whose ultimate parent is Dover Corporation (“Dover”). Rasco Asia is a division of a Singaporean company and Rasco Shenzhen is a division of a Chinese company, both who are ultimately owned by Dover. The combined financial statements include the accounts of two legal entities and the two divisions. Intercompany accounts and transactions have been eliminated in combination.

Basis of Presentation

The accompanying unaudited condensed combined financial statements do not include all of the information and notes required by accounting principles generally accepted in the United States of America for complete financial statements and should be read in conjunction with the Rasco Group (the “Group”) audited Combined Financial Statements as of December 31, 2007 and for the year then ended, which provides a more complete understanding of Rasco’s accounting policies, financial position, operating results and other matters. It is the opinion of management that these financial statements reflect all adjustments necessary for a fair statement of the interim results. The results of operations of any interim period are not necessarily indicative of the results of operations for the full year.

Recent Accounting Pronouncements

In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations, (“SFAS 141(R)”). SFAS 141(R) retains the fundamental requirements in SFAS No. 141 that the acquisition method of accounting (which SFAS 141 called the purchase method) be used for all business combinations and for an acquirer to be identified for each business combination. In general, SFAS 141(R): (a) broadens the guidance of SFAS 141, extending its applicability to all events where one entity obtains control over one or more other businesses,
(b) broadens the use of fair value measurements used to recognize the assets acquired and liabilities assumed, (c) changes the accounting for acquisition related fees and restructuring costs incurred in connection with an acquisition and (d) increases required disclosures. The Group will apply the provisions of SFAS 141(R) prospectively to business combinations for which the acquisition date is on or after January 1, 2009.

In April 2008, the FASB issued FASB Staff Position (FSP) FAS No. 142-3, which amends the factors that must be considered in developing renewal or extension assumptions used to determine the useful life over which to amortize the cost of a recognized intangible asset under SFAS No. 142, Goodwill and Other Intangible Assets (“SFAS 142”). The FSP requires an entity to consider its own assumptions about renewal or extension of the term of the arrangement, consistent with its expected use of the asset, and is an attempt to improve consistency between the useful life of a recognized intangible asset under SFAS 142 and the period of expected cash
[image: ]
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flows used to measure the fair value of the asset under SFAS 141. The FSP is effective January 1, 2009 and the guidance for determining the useful life of a recognized intangible asset must be applied prospectively to intangible assets acquired after the effective date. The FSP is not expected to have a significant impact on the Group’s combined financial statements.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS 157”), which defines fair value, establishes a framework for measuring fair value in generally accepted accounting principles, and expands disclosures about fair value measurements. For financial assets and liabilities, this statement is effective for fiscal periods beginning after November 15, 2007 and does not require any new fair value measurements. In February 2008, FSP No. 157-2 was issued which delayed the effective date of SFAS 157 to fiscal years ending after November 15, 2008 for nonfinancial assets and liabilities, except for items that are recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually). The Group does not expect the adoption of SFAS 157 to have a material effect on its combined financial statements.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities, Including an Amendment of FASB Statement No. 115. This statement permits entities to choose to measure many financial instruments and certain other items at fair value. This statement is effective for financial statements issued for fiscal years beginning after November 15, 2007, including interim periods within that fiscal year. The Group did not elect the fair value option for any of its existing financial instruments as of January 1, 2008 and has not determined whether or not it will elect this option for financial instruments it may acquire in the future.

In December 2007, the FASB issued SFAS No. 160, Non-controlling Interests in Consolidated Financial Statements – an amendment of ARB No. 51, (“SFAS 160”). SFAS 160 requires that a non-controlling interest in a subsidiary be reported as equity and the amount of consolidated net income specifically attributable to the non-controlling interest be identified in the consolidated financial statements. It also requires consistency in the manner of reporting changes in the parent’s ownership interest and requires fair value measurement of any non-controlling equity investment retained in a deconsolidation. The Group will apply the provisions of this statement prospectively, as required, beginning on January 1, 2009 and does not expect the adoption of SFAS 160 to have a material effect on its combined financial statements.

In March 2008, the FASB issued SFAS No. 161 (“SFAS 161”), Disclosures about Derivative Instruments and Hedging Activities — an amendment of FASB Statement No. 133. SFAS 161 required enhanced disclosures about an entity’s derivative and hedging activities, including

(a) how and why an entity uses derivative instruments, (ii) how derivative instruments and related hedging items are accounted for under SFAS No. 133, and (iii) how derivative instruments and related hedged items affect an entity’s financial position, financial performance, and cash flows. As the provisions of SFAS 161 relate only to enhanced disclosures, this standard will have no impact on the Group’s financial position, results of operations or cash flows. SFAS 161 is effective for fiscal periods beginning after November 15, 2008.

In May 2008, the FASB issued SFAS No. 162, “The Hierarchy of Generally Accepted Accounting Principles.” The statement is intended to improve financial reporting by identifying a consistent hierarchy for selecting accounting principles. The statement is effective 60 days following the Securities and Exchange Commission’s approval of the Public Company Accounting Oversight Board amendments to AU Section 411, “The Meaning of Present Fairly in Conformity with GAAP,” and is not expected to have any impact on the Group’s results of operations, financial condition or liquidity.

Other Comprehensive Income

Other comprehensive income consists only of the currency translation of foreign financial statements.
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2. Inventories:

The following table displays the components of inventory as of September 30, 2008:

	
	
	
	
	
	2008
	
	
	

	Raw Materials
	$2,615,276
	
	

	Work in process
	
	
	1,721,754
	
	

	Finished goods
	
	
	2,304,873
	
	

	
	
	
	
	
	6,641,903
	
	
	

	Less reserves
	
	
	(963,234)
	

	Total
	
	
	$5,678,669
	
	
	

	3. Property, Plant & Equipment:
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	The following table depicts the components of property, plant & equipment, net as of September 30, 2008:
	
	
	
	
	
	

	
	
	
	
	
	2008
	
	
	

	Land
	$
	4,601,850
	
	

	Buildings and improvements
	
	
	5,753,819
	
	

	Machinery, equipment and other
	
	
	2,515,219
	
	

	
	
	
	
	
	12,870,888
	
	
	

	Accumulated Depreciation
	
	
	(3,214,548)
	

	Total
	
	$
	9,656,340
	
	
	

	
	
	
	
	
	
	
	
	



4. Goodwill and Other Intangibles Assets:

The changes in the carrying value of goodwill and other intangibles through the nine months ended September 30, 2008 are as follows:

	
	
	Net Balance
	
	
	
	
	
	Net Balance

	
	
	December 31,
	
	
	
	Other
	
	September

	
	
	2007
	
	Amortization
	Changes
	30, 2008
	

	Goodwill
	$38,417,100
	$
	—
	$
	74,884
	$38,491,984

	Other intangible assets
	
	24,354,216
	
	
	2,361,632
	
	139,839
	
	22,132,423
	

	Total
	$62,771,316
	
	
	
	
	$60,624,407

	
	
	
	
	
	
	
	
	
	
	



Substantially all of the goodwill and intangible assets are attributable to the Company’s German operations.

Amortization expense for the nine months ended September 30, 2007 and 2008 was $2,085,883 and $2,361,632, respectively. Other changes consist principally of the impact of currency exchange rates.
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5. Investments in Unconsolidated Entities:

At September 30, 2008, Rasco GmbH has a 24.27% investment in the capital stock of ESMO AG (“ESMO”), a privately owned German company. The Group accounts for the investment in ESMO on the cost method since it does not have the ability to exert significant influence over the operations of ESMO. The carrying value of the investment was $ 169,000 as of September 30, 2008 and is included in other assets on the combined balance sheet. In October 2008, the shares of ESMO were sold by Rasco GmbH to its parent for €1,000,000. The parent, in turn, sold these shares to certain shareholders and employees of ESMO for the same amount

6. Equity Incentive Plans:

In the first nine months of 2008, the management of Rasco was granted 15,817 stock appreciation rights (SARS”) with an exercise price of
$42.30. As of September 30, 2008, the management of Rasco held outstanding options to acquire 18,565 shares of Dover common stock and 18,332 of SARs at a weighted average exercise price of $43.60. During the nine months then ended 19,011 stock options or SARs expired unexercised. As of September 30, 2008, options to acquire 10,777 shares of common stock at a price of $38.00 were exercisable. The fair value of the grants is determined using a Black-Scholes option pricing model with the following assumptions:

	
	2008 Grant
	2007 Grant

	Risk-free interest rate
	3.21%
	4.84%

	Dividend yield
	1.86%
	1.43%

	Expected life (years)
	6.5
	6.5

	Volatility
	26.09%
	28.25%

	SAR exercise price
	$42.30
	$50.60

	Fair value of SARs granted
	$10.97
	$16.65



Stock-based compensation expense recorded during the first nine months of 2007 and 2008 was $156,697 and $34,322, respectively. Unrecognized compensation expense related to non-vested shares was $216,792 at September 30, 2008. This cost is expected to be recognized over a weighted average period of 1.6 years.

7. Income taxes:

The effective income tax benefit rate of (116.2)% for the nine months ended September 30, 2007 differs from the Federal Statutory rate of 35% primarily due to earnings taxed in Singapore at lower rates and the impact of the new German income tax rate enacted during 2007 on the deferred temporary differences.

The effective income tax benefit rate of (1.8)% for the nine months ended September 30, 2008 differs from the Federal Statutory rate of 35% due to Non-US earnings being taxed at rates below 35%.

8. Commitments and Contingent Liabilities:

Group companies are involved in certain legal proceedings incidental to their business. Management and legal counsel periodically review the probable outcome of such proceedings. While it is not possible at this time to predict the outcome of these legal actions or any need for additional reserves, in the opinion of management, based on these reviews, it is unlikely that the disposition of these matters will have a material adverse effect on the combined financial position, results of operations, cash flows or competitive position of the Group.

Warranty program claims are provided for at the time of sale. Amounts provided for are based on historical costs and adjusted for new claims.
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A roll forward of the reserve is as follows:

	
	
	
	2008
	
	

	Beginning balance January 1, 2008
	$ 916,792
	

	Warranty provisions, net of settlements
	29,388
	

	Other changes, principally currency impact
	15,802
	
	

	Ending balance September 30, 2008
	$961,982
	

	9. Transactions with Affiliates:
	
	
	

	
	
	
	

	
	
	
	
	
	

	All of the Group entities are ultimately owned by Dover.
	
	
	

	The following services provided by Dover are charged to the Company as described below:
	
	
	



· Insurance coverage for casualty, liability, employment practices and US workers’ compensation. The costs are allocated amongst all of the Dover companies based on sales, payroll or other equitable means.

· Stock-based compensation programs. The costs are charged as described in Note 6 above.

· Certain services, including treasury services such as cash pooling and management, certain tax planning services and internal audit and other administrative services are provided as part of the corporate oversight by the Dover business segment leadership for which a management fee of $19,833 and $5,859 was charged in the nine months ended September 30, 2008 and September 30, 2007 respectively. These expenses are allocated using estimates considered to be a reasonable reflection of the utilization of services provided to, or of benefits received by the Rasco Group. The allocation methods include consideration of actual consumption or usage of services, adjusted gross revenues, adjusted invested capital and other factors.

10. Subsequent Events:

On December 9, 2008, Dover Corporation sold Rasco to Delta Design, Inc., a subsidiary of Cohu, Inc., for $80 million.
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