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Introductory Note
 

Pursuant to an Agreement and Plan of Merger (the “Merger Agreement”) dated as of May 7, 2018 among Cohu, Inc., a Delaware corporation
(“Cohu”), Xcerra Corporation, a Massachusetts corporation (“Xcerra”), and Xavier Acquisition Corporation, a Delaware corporation and a wholly owned
subsidiary of Cohu (“Merger Sub”), Merger Sub merged with and into Xcerra (the “Merger”), with Xcerra surviving such merger as a wholly owned
subsidiary of Cohu. The Merger became effective on October 1, 2018 (the “Effective Time”).

 
Item 1.01 Entry into a Material Definitive Agreement
 

On October 1, 2018, Cohu entered into a Credit and Guaranty Agreement (the “Credit Agreement”) with Cohu, as borrower, certain of its subsidiaries
as guarantor subsidiaries, the financial institutions party thereto from time to time as lenders, and Deutsche Bank AG New York Branch, as administrative
agent and collateral agent, providing for a $350.0 million secured term loan facility (the “Credit Facility”).  Cohu’s obligations under the Credit Facility are
(and will be) guaranteed by certain of its existing and subsequently acquired or formed material wholly-owned domestic subsidiaries (subject to certain
exceptions and exclusions) guarantee the obligations under the Credit Facility (the “Guarantors”). The Credit Facility is secured by a security interest in
substantially all existing and after-acquired assets and property (subject to certain exceptions and exclusions) of Cohu and the Guarantors.

 
On October 1, 2018, Cohu borrowed the entire amount of the Credit Facility. The proceeds of the Credit Facility were used, along with cash and cash

equivalents on hand of Cohu and Xcerra, to pay the Cash Consideration (as defined below) and to pay certain fees and expenses related to the Merger and the
Credit Agreement.

 
Loans under the Credit Facility amortize in equal quarterly installments equal to 0.25% of the original principal amount thereof, with the balance

payable at maturity. Subject to certain exceptions and thresholds, the Credit Facility will also require mandatory prepayments in connection with (i) excess
cash flow, (ii) non-ordinary course asset sales and other dispositions and (iii) the issuance of certain debt obligations, among other things. Cohu has the right
to prepay loans under the Credit Agreement in whole or in part at any time, without premium or penalty other than a 1.00% prepayment fee in connection
with certain “repricing” transactions on or before the sixth month anniversary of the closing date of the Credit Agreement.  Amounts repaid in respect of loans
under the Credit Facility may not be reborrowed. All outstanding principal and interest in respect of the Credit Facility must be repaid on or before October 1,
2025.

 
The loans under the Term Loan Facility bear interest, at Cohu’s option, at a floating annual rate equal to either the LIBOR plus a margin of 3.00% or

base rate plus a margin of 2.00%. While a payment or bankruptcy event of default exists, Cohu is obligated to pay a per annum default rate of interest of
2.00% in excess of the interest rate otherwise payable with respect to the overdue principal amount of any loans outstanding and overdue interest payments
and other overdue fees and amounts.
 

The Credit Agreement has incremental facility capacity in an aggregate amount of the greater of $145 million and 100% of consolidated EBITDA,
with an additional $35 million available for revolving facilities, subject to certain conditions. Once Cohu’s first lien net leverage ratio is below a certain
threshold, incremental facilities may be utilized in an unlimited amount.

 
The Credit Agreement contains certain customary affirmative and negative covenants, including covenants that limit the ability of Cohu and its

subsidiaries to, among other things, grant liens, incur debt, dispose of assets, make loans and investments, make acquisitions, make certain restricted
payments, merge or consolidate or change their business, in each case subject to customary exceptions for a credit facility of this size and type.

 
The Credit Agreement includes customary events of default that include, among other things, non-payment of principal, interest or fees, inaccuracy of

representations and warranties, breach of covenants, cross-default to certain material indebtedness, bankruptcy and insolvency and change of control. Upon
the occurrence and during the continuance of an event of default, the lenders may declare all outstanding principal and accrued but unpaid interest under the
Credit Agreement immediately due and payable and may exercise the other rights and remedies provided under the Credit Agreement and related loan
documents.

 
 



 
 

The description of the Credit Agreement contained herein is not intended to be complete and is qualified in its entirety by reference to each of the
Credit Agreement and the Pledge and Security Agreement, copies of which will be filed as Exhibits to Cohu’s next quarterly report on Form 10-Q.
 
Item 2.01. Completion of Acquisition or Disposition of Assets
 

As described above, on October 1, 2018, Merger Sub merged with and into Xcerra. As a result of the Merger, Xcerra became a wholly owned
subsidiary of Cohu.
 

At the Effective Time, each share of Xcerra’s common stock, par value $0.05 per share (“Xcerra Common Stock”), issued and outstanding immediately
prior to the Effective Time other than dissenting shares and shares held by Cohu, Merger Sub, Xcerra or any direct or indirect wholly owned subsidiary of
Cohu or Xcerra was converted into the right to receive (i) $9.00 in cash, without interest, (the “Cash Consideration”) and (ii) 0.2109 of a validly issued, fully
paid and nonassessable share of common stock of Cohu, par value $1.00 per share (“Cohu Common Stock”), (the “Stock Consideration” and, together with
the Cash Consideration, the “Merger Consideration”). No fractional shares of Cohu Common Stock will be issued in the Merger, and Xcerra’s former
stockholders will receive an amount of cash in lieu of fractional shares, if any, of Cohu Common Stock calculated in accordance with Section 2.11 of the
Merger Agreement. The sources of funds used in connection with the merger include cash and cash equivalents on hand of Cohu and Xcerra and the proceeds
from the Credit Facility.
 

The foregoing description of the Merger does not purport to be complete and is subject to, and qualified in its entirety, by reference to the Merger
Agreement, which was attached as Exhibit 2.1 to Cohu’s Current Report on Form 8-K filed on May 8, 2018, and is incorporated herein by reference.
 
Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant
 

The information set forth under Item 1.01 above regarding the Credit Facility is incorporated herein by reference.
 
Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements

of Certain Officers
 
(c) Appointment of Certain Officers
 

Christopher Bohrson has been appointed Vice President and General Manager, Test Handler Group. Mr. Bohrson’s responsibilities have expanded to
include all Test Handler businesses: Pick and Place, Turret and Inspection, and Gravity, Test in Strip and Sensors. Ian von Fellenberg has been appointed Vice
President Integration. Mr. von Fellenberg was previously Vice President, Analog Test Handlers, and will act as interim General Manager of the Turret and
Inspection handler business as well as overseeing merger integration activities associated with the Xcerra acquisition. These changes were effective October
1, 2018, and there were no changes to either executive’s compensation.
 
(d) Appointment of New Directors
 

On August 14, 2018, Mr. Jim Donahue, Chairman of the Cohu board of directors (the “Cohu Board”) formally invited David G. Tacelli and Jorge L.
Titinger to join the Cohu Board following the Effective Time. As of the Effective Time, each of Messrs. Tacelli and Titinger accepted such invitation and the
Cohu Board appointed Mr. Tacelli to serve as a Class 3 member of the Cohu Board until Cohu’s 2019 annual meeting of stockholders or until the earlier of his
death, resignation or removal, and Mr. Titinger was appointed to serve as a Class 2 member of the Cohu Board until Cohu’s 2021 annual meeting of
stockholders or until the earlier of his death, resignation or removal. Mr. Titinger was also appointed to the Audit and Compensation Committees. Messrs.
Tacelli and Titinger were appointed pursuant to the terms of the Merger Agreement, which required Cohu to take action necessary to cause two individuals
who were members of Xcerra’s board of directors immediately prior to the Effective Time to become members of the Cohu Board immediately after the
Effective Time.

 
 



 
 

Messrs. Tacelli and Titinger will be compensated in accordance with the director compensation program as described in Cohu’s definitive Proxy
Statement filed with the Securities and Exchange Commission (the “SEC”) on April 3, 2018, the description of which is incorporated herein by reference.

 
 

Item 7.01 Regulation FD Disclosure
 

On October 1, 2018, Cohu issued a press release announcing the completion of the Merger and the appointment of Messrs. Tacelli and Titinger to the
Cohu Board. A copy of such press release is furnished herewith as Exhibit 99.1.

 
The information in this Item 7.01 is being furnished and shall not be deemed to be filed for purposes of Section 18 of the Securities and Exchange Act

of 1934, as amended (the “Exchange Act”), or otherwise be subject to the liabilities of that section, nor shall it be deemed to be incorporated by reference in
any filing under the Securities Act of 1933, as amended, or the Exchange Act.
 
 
Item 9.01 Financial Statements and Exhibits
 
(a) Financial Statements of Business Acquired.
 

The financial statements of Xcerra required by this Item are not included in this Current Report on Form 8-K. Such financial statements will be filed no
later than 71 calendar days after the date that this Current Report on Form 8-K is required to be filed.
 
(b) Pro Forma Financial Information.
 

Pro forma financial information relative to the acquired business is not included in this Current Report on Form 8-K. Such pro forma financial
information will be filed no later than 71 calendar days after the date that this Current Report on Form 8-K is required to be filed.
 
(d) Exhibits.

 
The exhibits to this report are listed in Item 8.01 above and in the Index of Exhibits that precedes the signature line.

 
Pursuant to the rules and regulations of the SEC, Cohu has filed certain agreements as exhibits to this Current Report on Form 8-K. These agreements

may contain representations and warranties by the parties. The representations, warranties and covenants of the parties contained in these agreements have
been made solely for the benefit of the other party or parties to such agreements. In addition, such representations, warranties and covenants (i) have been
made only for purposes of such agreements; (ii) may have been qualified by certain matters specifically disclosed in any reports filed by the other party or
parties to such agreement with the SEC and confidential disclosures made to the other party or parties in connection with the negotiations of such agreements;
(iii) are subject to materiality and other qualifications contained in such agreements that may differ from what may be viewed as material by investors; (iv)
were made only as of the date of such agreement or agreements or such other date as is specified in such agreements; and (v) have been included in such
agreements for the purpose of allocating risk between the contracting parties rather than establishing matters as fact. Accordingly, the agreements are included
with this filing only to provide investors with information regarding the terms of the agreements, and not to provide investors with any other factual
information regarding Cohu and its business or Xcerra and its business. Investors should not rely on the representations, warranties and covenants or any
descriptions thereof as characterizations of the actual state of facts or condition of Cohu, Xcerra or any of their respective subsidiaries or affiliates. Moreover,
information concerning the subject matter of the representations and warranties may change after the date of the respective agreement or agreements, which
subsequent information may or may not be fully reflected in Cohu’s or Xcerra’s public disclosures. Any agreement should not be read alone, but should
instead be read in conjunction with the other information regarding Cohu and Xcerra that is or will be contained in, or incorporated by reference into, the
Forms 10-K, Forms 10-Q and Forms 8-K and other documents that Cohu or Xcerra files or has filed with the SEC.
 

 



 
 

Index of Exhibits
 
EXHIBIT

NO.   DESCRIPTION
   
2.1

 

Agreement and Plan of Merger by and among Cohu, Inc., Xavier Acquisition Corporation, and Xcerra Corporation, dated as of May 7, 2018,
incorporated herein by reference to Exhibit 2.1 from the Cohu, Inc. Form 8-K filed with the Securities and Exchange Commission on May 8,
2018

   
99.1  Press Release of Cohu, Inc., dated October 1, 2018
 

 

http://www.sec.gov/Archives/edgar/data/21535/000143774918008921/ex_113322.htm
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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.
 
Date: October 1, 2018 Cohu, Inc.
 By: 
  /s/ Jeffrey D. Jones
  Name:Jeffrey D. Jones 
  Title: VP Finance and Chief Financial Officer
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Cohu Completes Acquisition of Xcerra
 

 
POWAY, Calif., October 1, 2018 -- Cohu, Inc. (NASDAQ: COHU) today announced the completion of its acquisition of Xcerra Corporation. The
combination creates a global leader in back-end semiconductor equipment and services, and printed circuit board test with a breadth of products that are
unmatched in the industry.
 
“The acquisition of Xcerra accelerates our strategy to diversify our product offerings and customer base, expanding Cohu’s addressable market to
approximately $5 billion across semiconductor test and handling equipment, thermal subsystems, test contacting, vision inspection, MEMS and PCB test.
This combination also further strengthens our ability to fully capitalize on the growth opportunities in our key target markets of automotive, industrial, IoT
and communications,” said Luis Müller, Cohu's President and CEO. “Although softening in the mobility market combined with current geopolitical
uncertainty are creating near-term headwinds, we remain confident about the long-term growth opportunities in these markets as well as our ability to deliver
on our synergy goals and to profitably grow Cohu in the years ahead,” added Müller.
 
The transaction is expected to be immediately accretive to non-GAAP earnings per share and generate over $20 million of annual run-rate cost synergies
within 2 years of closing, excluding stock-based compensation and other charges. Cohu expects to achieve an additional $20 million of annual run-rate
synergies over the three to five-year mid-term from products and facilities consolidation.
 
A conference call to discuss Cohu’s third quarter financial results, the go-forward strategy and fourth quarter guidance for the combined company will be held
in early November.
 
Appointment of Two New Directors to Cohu’s Board of Directors
 
Cohu also announced that David G. Tacelli and Jorge L. Titinger have been appointed to the Cohu Board of Directors, with Mr. Tacelli to serve as a Class III
Director and Mr. Titinger to serve as a Class II Director, effective immediately in conjunction with the completed acquisition.
 
"We are pleased to welcome Dave Tacelli and Jorge Titinger to our Board," said James Donahue, Cohu’s Chairman of the Board. "Their extensive
semiconductor equipment expertise will add significant value to our Board of Directors."
 
Mr. Tacelli served as Chief Executive Officer and as a director of Xcerra since November 2005. He also served as President of Xcerra since May 2002 and
served as Chief Operating Officer from May 2002 to November 2005. Prior to that, he was Executive Vice President from December 1999 to May 2002. Prior
to that, from 1990 to 2002, Mr. Tacelli served in various management positions with Xcerra. Prior to joining Xcerra, Mr. Tacelli was employed by Texas
Instruments for seven years in various management positions.
 
Mr. Titinger served as a director of Xcerra since August 2012. Mr. Titinger currently serves as a director of CalAmp Corp, a position he has held since June
2015; and as a director of Hercules Capital, Inc., a position he has held since October 2017. From February 2012 to November 2016, he was President and
Chief Executive Officer of Silicon Graphics International Corp. (“SGI”). After SGI was acquired by Hewlett Packard Enterprise, Mr. Titinger founded
Titinger Consulting, a firm focused on providing strategy, corporate transformation, and culture advice to its clients. Mr. Titinger also served as President and
Chief Executive Officer of Verigy Ltd. (“Verigy”) from January 2011 until October 2011, as its President and Chief Operating Officer from July 2010 to
January 2011, and as its Chief Operating Officer from June 2008 to July 2010. Prior to his service at Verigy, Mr. Titinger held executive positions with
FormFactor, Inc. from November 2007 to June 2008, and KLA-Tencor Corporation from December 2002 to November 2007.
 
With the addition of Tacelli and Titinger, the Cohu Board of Directors expands to eight members.
 

 



 
 
Additional Transaction Details:
 
Cohu and Xcerra shareholders previously voted to approve proposals related to the acquisition on August 30, 2018. At the effective time of the acquisition,
the outstanding shares of Xcerra common stock were each cancelled and converted into the right to receive $9.00 in cash, without interest, and 0.2109 of a
share of Cohu common stock. The total consideration payable on the cancelled shares consists of approximately 11.8 million shares of Cohu common stock
and approximately $503 million in cash to former Xcerra shareholders. As a result of the completed acquisition, Xcerra shares will cease to be traded on the
NASDAQ Global Market effective today, October 1, 2018.
 
In connection with the acquisition, Cohu and certain of its subsidiaries entered into a Credit and Guaranty Agreement with Deutsche Bank AG New York
Branch, and other lenders that may from time to time be a party to the Credit and Guaranty Agreement. Pursuant to the Credit and Guaranty Agreement, the
lenders have provided Cohu with a senior secured term loan facility of $350 million to finance a portion of the cash used to complete the transaction and to
pay related costs and expenses.
 
Deutsche Bank Securities served as the exclusive financial advisor to Cohu and Cleary Gottlieb Steen & Hamilton LLP served as Cohu’s legal advisor.
 
 
About Cohu:
 
Cohu (Nasdaq: COHU) is a global leader in back-end semiconductor equipment and services, delivering leading-edge solutions for the manufacturing of
semiconductors and printed circuit boards. Additional information can be found at www.Cohu.com.
 
Forward Looking Statements:
 
Certain statements contained in this release may be considered forward-looking statements within the meaning of the U.S. Private Securities Litigation
Reform Act of 1995, including statements regarding the Xcerra acquisition; our business strategy; the addressable market; near-term market conditions and
uncertainties; future growth and synergy opportunities; capturing new customers; and any other statements that are predictive in nature and depend upon or
refer to future events or conditions, and include words such as “may,” “will,” “should,” “would,” “expect,” “anticipate,” “plan,” “likely,” “believe,”
“estimate,” “project,” “intend,” and other similar expressions among others. Statements that are not historical facts are forward-looking statements. Forward-
looking statements are based on current beliefs and assumptions that are subject to risks and uncertainties and are not guarantees of future performance.
Actual results could differ materially from those contained in any forward-looking statement as a result of various factors, including, without limitation: risks
associated with acquisitions; inventory, goodwill and other asset write-downs; our ability to convert new products into production on a timely basis and to
support product development and meet customer delivery and acceptance requirements for new products; our reliance on third-party contract manufacturers
and suppliers; failure to obtain customer acceptance resulting in the inability to recognize revenue and accounts receivable collection problems; revenue
recognition impacts due to ASC 606; market demand and adoption of our new products; customer orders may be canceled or delayed; the concentration of
our revenues from a limited number of customers; intense competition in the semiconductor equipment industry; our reliance on patents and intellectual
property; compliance with U.S. export regulations; impacts from the Tax Cuts and Jobs Act of 2017; geopolitical issues; ERP system implementation issues;
the seasonal, volatile and unpredictable nature of capital expenditures by semiconductor manufacturers; rapid technological change; and significant risks
associated with the Xcerra acquisition including but not limited to (i) the ability of Cohu and Xcerra to integrate their businesses successfully and to achieve
anticipated synergies, (ii) the possibility that other anticipated benefits of the transaction will not be realized, (iii) litigation relating to the transaction that has
been or could be instituted against Cohu, Xcerra, or their respective directors, (iv) possible disruptions from the transaction that could harm Cohu’s and/or
Xcerra’s respective businesses, (v) the ability of Cohu or Xcerra to retain, attract and hire key personnel, (vi) potential adverse reactions or changes to
relationships with customers, employees, suppliers or other parties resulting from the completion of the acquisition, (vii) the adverse impact to Cohu’s
operating results from interest expense on the financing debt, rising interest rates, and any restrictions on operations related to such debt, and (viii) continued
availability of capital and financing and rating agency actions. These and other risks and uncertainties are discussed more fully in Cohu's filings with the
Securities and Exchange Commission, including the most recently filed Form 10-K and Form 10-Q, in the Registration Statement on Form S-4 that has been
filed by Cohu with the SEC containing a prospectus with respect to the Cohu common stock being issued in the transaction and a joint proxy statement of
Cohu and Xcerra in connection with the transaction that is contained therein, and the other filings made by Cohu with the SEC from time to time, which are
available via the SEC’s website at www.sec.gov. Except as required by applicable law, Cohu does not undertake any obligation to revise or update any
forward-looking statement, or to make any other forward-looking statements, whether as a result of new information, future events or otherwise.
 

 



 
 
For press releases and other information of interest to investors, please visit Cohu’s website at www.cohu.com.
 
Investor contact:
 
Richard Yerganian
Vice President, Investor Relations
Cohu, Inc.
Tel. 781.467.5063
Email rich.yerganian@cohu.com
 


