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PART 1—FINANCIAL INFORMATION

Item 1. Financial Statements.

Revenue:
Produc¢
Services
Total revenue
Cost of revenue:
Produc¢
Services
Total cost of revenue

Gross profit

Operating expenses:
Research and developnten
Sales and marketing
General and administrative
Restructuring charge

Total operating expenses

Income (loss) from operations

Other (expense) income:
Interest income
Interest experes
Other, né

Axcelis Technologies, Inc.

Consolidated Statements of Operations
(In thousands, excepper share amounts)

(Unaudited)
Three months ended
June 30,
2015 2014
$ 72,748 $ 3479 $
5,68¢ 6,35¢
78,437 41,150
46,5@ 21,02
4,78 5,64&
51,2& 26,66
27,174 14,484
7,89¢ 8,8&
5,858 5,037
6,231 6,49/
8 160
19,9% 20,5%
7,17¢ (6,057)
6 2
(1,310) (257)
49 (362

See accompanying Notes to these§ididated Financial Statements

3

Six months ended

June 30,
2015 2014
140,278 $ 89,81
11,44 12,18(
151,720 101,990
91,74& 54,8Z
9,421 10,94
101,1@ 65,76
50,554 36,224
16,09¢ 18,10:
11,4& 10,512
12,33 12,97¢
18 360
39,93 41,98
10,62( (5,726
9 4
(2,3%) (50€)
(389 W 0 Td (nu8
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Axcelis Technologies, Inc.
Consolidated Statements o€omprehensive Income (Loss)
(In thousands)

(Unaudited)
Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Net income (loss) $ 5,88

See accompanying Notes to these§ididated Financial Statements
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Axcelis Technologies, Inc.
Consolidated Statements of Cash Flows
(In thousands)

(Unaudited)
Six months ende
June 30,
2015 2014
Cash flows from operatirg activities
Net income (loss) $ 7,78 $ (6,7%)
Adjustments to reconcile net lossrtet cash used for epating activities:
Depreciation and amortization 2,298 2,299
Deferred taxe 97 334
Stok-based compensation expens 3,0% 2,182
Provision for excess and obsolete inventory 537 244
Changes in operating assets & liabilities:
Accounts receivable 51€ 4,49:
Inventories (19,381) (10,917)
Prepaid expenses anther current asset (2,2x) (1,339
Accounts payable and other current liabilities 21,213 (3,860)
Deferred revena 1,671 (377)
Income taxe 104 13
Other assets and liabilities (3,889 1,79¢
Net cash provided by (used for) operating activities 11,768 (11,855)
Cash flows from investirg activities
Expenditures for property, plant and equipmen (672 (567)
Net cash used for investing activities (672 (567)
Cash flows from financing activities
Decrease in restricted cash 760 —
Financing fees and other expenses (847 —
Principal payments on term loan (14,530) —
Principal payments on sale leaseback obligation (392 —
Proceeds from sale leaseback obligation 48,94( —
Proceeds from exercise of stock option 1,66 1,58
Proceeds from Employee Stock Purchase Plan 213 227
Net cash provided by financing activities 35,809 1,810
Effect of exchange rate changes on cash and cash equivalent 427 (90)

Net increase/(decrease)dash and cash equivalent

See accompanying Notes to these€tdidated Financial Statements
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principal payments occurring outside okoyear. The Company retaingek historical costs of éhproperty and the related
accumulated depreciation on its financial books within propplayit and equipment and will continue to depreciate the profoer
financial reporting purposes over the remaining useful life igsatly determined. The assabed lease payments, less tetipn
considered to decrease the financing liability, will be recorded as intepestsexusing the effective interest method. Tiaicit
interest rate on the associated cash flduring the initial 22 year lease term is 10.65%. See Note 13 for the schedul&adtoah
lease payments relating to the lease obligation.

The Company does not anticipatey federal or state tax liability associated with the taxable gain on the sale of the building
due to its current level of net operatiloss carry forwards and has not provided for any federal or state tax expense.

Note 4. Computation of Net Earnings (Loss) per Share

Basic earnings (loss) per share is compbtedividing income (loss) available to common stockholders (the numerator) by the
weighted-average number of common shares outstanding (the denominator) for the period. The computation of diluted earnings (Ic
per share is similar to basic earnings parshexcept that the denominator is inceela® include the maber of additionatommon
shares that would have been outstanding if the potentiallyw@ilabmmon shares issble on stock options, restricted stock units and
employee stock purchase plan accounts had beeastissaiculated using the treasury stock method.

The components of net earningss@) per share are as follows:

Three months endel Six months endel
June 30, June 30,
2015 2014 2015 2014
(in thousands, excpt per share datg

Net income (loss) available to common stockhalder $ 5882 $ (6,900) ¢ 7,751 $ (6,726)
Weighted average commonashs outstanding used in

computing basic earnings (loss) per shar 113,78« 111,21: 113,40 110,93
Incremental options and RSUs 6,828 — 6,430 —
Weighted average commonashs outstanding used in

computing diluted net earnings (loss) per share 120,61 111,21. 119,90( 110,93
Net earnings (loss) per skar

Basic $ 0. $ (0.06) $ 0.0 $ (0.06)

Diluted $ 0. ¢ (0.06) ¢ 0.06 $ (0.06)

The Company incurred net losses for thre¢hand six-month periods ended June2Ba4, and has excled the incremental
shares attributable to outstanding stock options, and restsicteld units and employee stock purchase plan accounts from the
calculation of net loss per share becausestfect would have beentadilutive. The following table sets forth the numbér o
incremental shares excluded from the calculation above:

Three months endel Six months endel
June 30, June 30,
2015 2014 2015 2014
(in thousandg
Incremental shares exclutiéom the calculatioof net loss per share — 4,047 — 4,6%

8
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Note 5. Accumulated Other Canprehensive Income (Loss)

The following table presents the changeaccumulated other compretsive income (loss), net tdix, by component for the
six months ended June 30, 2015:

Foreign Defined benefit
currency pensionplan Total
(in thousands
Balance at December 31, 2014 $ 1,92C $ (644 $ 1,27¢
Other comprehensive income (loss) (681) 38 (643)
Balance at June 30, 201 $ 1,23¢ $ (606) $ 633
Note 6. Inventories, net
The components of invemtes are as follows:
June 30, December 31,
2015 2014
(in thousandg
Raw materia $ 74,24

When recorded, inventory reserves arerdesl to reduce the carrying value of invei@®to their net realizable value. The
Company establishes inventory reserves when conditions exist that indicate inventory mayessimeanticipated demandisr
obsolete based upon assumptions about future demand forrtiga@gs products or market conditions. The Company regularly
evaluates the ability to reaé the value of inventories balsen a combination of factorsdiuding the following: forecasteshles or
usage, estimated product end of life dates, estimated current and future magkahdanew product introductions. Purchasing
usage alternatives are also explorethitigate inventory exposure. As of June 3015 and December 32014, inventories are
stated net of inventory reserves of $17.6 million and $23.6 million, respectively.

Note 7. Restructuring Charges

In 2014, the Company had severance and other costs relagetlittions in force. Changesthe Company’s restructuring
liability, which consist primarily of sevenae and related costs, included in amounts reported as other current liahitas, a
follows:

Note 8. Product Warranty

The Company generally offers a one yearraaty for all of its systems, the terms and conditions of which vary depending
upon the product sold. For all systems sold, the Company accrubsiy fiar the estimated cost of stdard warranty at théme of
system shipment and defers the portion of systems revenuetatitéto the fair value of non-standard warranty. Costs for no
standard warranty are expensadncurred. Factors that affébe Company’s warranty liability include the number of insthlleits,
historical and anticipated product failueges, material usage and service labor costs. The Company periodically assesses the
adequacy of its recorded liabilignd adjusts the amount as necessary.

9
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The changes in the Company’s standaatipct warranty liability are as follows:

Note 9. Fair Value Measurements

Certain of the assets and liabilities oa tlompany’s balance sheets @ported at their “Fair Value”. Fair value is defires
the exchange price that would be receivadafoasset or paid to transfer a liabilign exit price) irthe principal or most
advantageous market for the dsmeliability in an orderly transaction betwesrarket participants othhe measurement date.

(a) Fair Value Hierarchy

The accounting guidance for fair value measugnt requires an entity maximize the use of obsvable inputs and minimize
the use of unobservable inputs when meaaguair value. The standard establishesir value hierarchy based on the level of
independent, objective evidence surrounding the inputs usedasune fair value. A financialstrument’s categorization withthe
fair value hierarchy is based upon the lowest level of inpuighagnificant to the fair vee measurement. The fair valhierarchy is
as follows:

Level 1- applies to assets or liabilities for which there are quotiegpimn active markets for identical assets or liabilities.

Level 2- applies to assets or liabilities for which there are inputs titlaerquoted prices that aresalvable for the asset or libty,
such as quoted prices for similar assets or liabilitiestimeamarkets; quoted prices for identical assets or liabilities in
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The following table sets forth the Company’s assetkliabilities by level within the fair value hierarchy:

June 30, 2015
Fair Value Measurements

Level 1 Level 2 Level 3 Total
(in thousandg

Asset
Cash equivalents:

Money market funel ¢ 62,95¢ $ — $ — $ 62,95¢
Liabilities

Sale leaseback obligation $ — % — $ 47,58¢ $ 47,58¢

December 31, 2014

(c) Other Financial Instruments

The carrying amounts reflected in the aaligated balance sheets for cash and caslvaignts (which are comprised primarily
of deposit and investment accastaccounts receivable, prepaid expenses dnadt otirrent and non-current assets, accowayalpe
and accrued expenses approximate fair value due to their short-term maturities.

Note 10. Financing Arrangements
Term Loan

On February 2, 2015, in connection with the sale of our heatdge facility, the Company repaid the outstanding balance on a
term loan from Northern Bank and Trust Company of $14.4 million antbdeteccrued interest of $0.1 million as well as a 2.0%
prepayment penalty of $0.3 million for a total paymer$b4.8 million. See Note 3 above for further discussion.

Sale Leaseback Obligation

On January 30, 2015, the Company sold its corporate headqudaditity to Beverly Property Owner LLC, an affiliate of
Middleton Partners, based in Northbrook, Illinois, for the purchase price of $48.9 million. As part of the sale, the Campany al
entered into a 22-year lease agreement Betherly Properties. The sale leasebadcisounted for as a financing arrangenient
financial reporting and, as such, the Company has recorded a financing obligation of $47.6 million as of June 30, 20d&afét ass
lease payments will include both an inreomponent and payment of principal, with the underlying liability being extirepliesh
the end of the original lease term. The Campposted a collateralized security dépo&$5.9 million in the form of an irrocable
letter of credit at the time of the closirf§ee Note 3 above for further discussion.

Credit Facility

The Company has a revolving credit facility with Silicon Vialgank dated October 31, 2013. Under this revolving credit
facility, the Company has the ability to borrow up to $10.0 million on a revolving basis during its two year term. The Gompany
ability to borrow under this linef credit is limited to 80% athe then current amount of difiad accounts receivable. A$ dune 30,
2015, the Company had not drawn down on the line of credit, although a portion of the availability is being used to support
outstanding letters of credit in the amount of $6.9 million, wimcludes the $5.9 million assatéd to the security deposirr the
sale leaseback transaction. At June280,5, the Company’s available borrowing capacity under the revolving credit faci§it$3vh
million. The Company was in cori@nce with all covenants assatgd with the credit facility during the second quarter of 2015

11
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Note 11.Income Taxes

Income tax expense relates principallypp®erating results of foreign subsidiaria€Europe and Asia, where the Company
earns taxable income and does not have offsetting net ogdtcarryforwards. The Company has significant net operatsg |
carryforwards available to offset income taxes in the U.S. and certain fte®igmisdictions and, as a result, has not ed for
significant income taxes in those jurisdictions.

As of December 31, 2014, the Company Hafkrred tax assets related to the WiSapproximately $140.0 million. The
Company maintains a 100% valuation allow&mo reduce the carrying value of theskeded tax assets to zero because the
Company is in a three year cumulative lossitpan in the United StatesThe Company will continue to maintain a full valoati
allowance for these tax assets until sustainable future levptsfithbility are evident. See Note 3 above relating to tienial
effect associated with the taxable gain amghle of the Company’s corporate headquarters.

Note 12. Concentration of Risk

For the three months erdidune 30, 2015, a customer accounted for 29.9%, and a second castwoneted for 10.0%, of
consolidated revenue. For the six months ended June 30, 2015, one customéedéon88.1% of casolidated revenue.

For the three months ersildune 30, 2014, a customer accounted for 15.9%, and a second castwoneted for 11.1%, of
consolidated revenue. For thik months ended June 30, 2044ustomer accounted for 24.58ad a second customer accountad f
12.5%, of consolidated revenue.

At June 30, 2015, a customer accounted81%, a second customer accounted 0%, a third customer accounted for
14.3%, and a fourth customer accountedlfab6%, of consolidated accounts receivable. At December 31, 2014, a customereaccount
for 21.7%, and a second customer accounted foP@00ficonsolidated accounts receivable.

Note 13. Contingencies
(a) Litigation

The Company is not presently a party to any litigation thatigves might have a material adverse effect on its business
operations. The Company is, from time to time, a party to litigatiaharises in the normal ceerof its business operatin

(b) Indemnifications

The Company’s system sales agreementsajlgiinclude provisions under which the Company agrees to take certain actions,
provide certain remedies and defend its customers against third-party claims of intellectual property infringement uieter specif
conditions and to indemnify customers against any damage asdeastded in connection with such claims. The Company has not
incurred any material costs asesult of such indemnifications and hasasmrued any liabilities refed to such obligations in the
accompanying consolidated financial statements.

(c) Lease Commitments

In addition to the lease mumitments as described within Note 16 to thesohidated financial staments in the Company’s
Annual Report on Form 10-K for our year ending December 31, 20J4nimary 2015, the Companytened into a 22-year lease
agreement relating to our corporate headgusiih Beverly, Massachute The following table relates to the cash paymerdcde
associated with our lease olatgn as of June 30, 2015:

Lease Obligatin
(in thousandg

2015 $ 2,35(C
2016 4,815
2017 5,315
2018 5,470
2019 5,594
Thereafter 109567
Total lease payments $ 133,11:
Less interest portion (85,5Z)
Sale leaseback obligation $ 47,586

12
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Note 14. Recent &counting Guidance

Accounting Standards &fpdates Recently Adopted

In April 2015, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU") No. 2015-
03, Interest — Imputation of Interest (Subtopic 835-30): Simplifying the Presentation of Debt Issuanc&h@ostsendments in this
Update require that debt issuance costsaéltb a recognized debt liability be peated in the balance sheet as a diredtidion
from the carrying amount of that debtdikty, consistent with debt discounts. For public business entities, the amendmidngs i
Update are effective for the financial staients issued for fiscabgrs beginning after December 15, 2015, and the interiiwdse
within those fiscal years. Early adoption of the amendments in this Update is permitted for financial statements thdideve not
previously issued and shall be appliedaoretrospective basis, wherein the batasheet of each individual period presersteaild
be adjusted to reflect the period-specdftects of applying the neguidance. The Company adopt#®8U No. 2015-03, effectiven
January 1, 2015. Our balee sheet at Decembgt, 2014 was not retrospectively adjusted, due tontingaiteriality of the effdoof the
adoption of this ASU. The Company’s batarsheet presentation as of June 30, 2@tted all capitalized costs associated with
lease obligation. See Note 3 above regarding tfeuata recognized relating to the lease obligation.

Accounting Standards or Updates Not Yet Effective

In May 2014, the FASB issued ASU No. 2014-@evenue from Contracts with Customersshich provides guidance for
revenue recognition. The standard’s core principle is that a company wihizeaevenue when it trafers promised goods or
services to customers in an amount that reflects the consihet@tivhich the company expects to be entitled in exchangedse
goods or services. On July 9, 2015, the FASB voted to defentoyear the effective date, which is now for annual repopénigds
beginning after December 15, 20ir%luding interim periods withithat reporting period with egradoption permitted as ohduary
1, 2017. We are currently assegsthe potential impact the adoption of this standard will have on our financial statements.

In July 2015, the FASB issued ASU No. 205-8implifying the Meagrement of Inventory,ivhich changes the inventory
measurement principles for dfgs using the first-in, first-out (FIFO) or enage cost methods. Femtities utilizing one othese
methods, the inventory measurement principlécahiange from lower of cogir market to the lower afost and net realizablalue.
Net realizable value is the estimated sellprice in the ordinary course of busingless the reasonalgyedictable costs of
completion, disposal and transfadion. The amendments areegffive for annual and interim peds beginning after Decembes,1
2016. We are currentlassessing the potential impact the adoption of this standard will have on our financial statements.

13
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Item 2. Management’s Discussion and Analysis
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Results of Operations

The following table sets forth our results of operations as a percentage of total revenue:

Three months endé

Six months endé

June 30, June 30,
2015 2014 2015 2014
Revenue:
Product 92.7% 84.6% 92.5% 88.1%
Service 7.3 15.¢ 75 11.¢
Total revenue 1000 1000 1000 1000
Cost of revenue:
Product 59.4 51.1 60.5 53.8
Service 6.0 137 6.2 107
Total cost of revenue 65.4 64.8 66/ 645
Gross profit 346 35.2 3332 58
Operating expenses:
Research and developnten 101 21k 106 177
Sales and marketing 75 12.2 76 103
General and administrative 7.¢ 15.¢ 8.1 12.7
Restructuring charge 00 0.4 0.0 0.4
Total operating expenses 255 49.¢ 262 411
Income (loss) from operations 9.1 (14.7) 7.0 (5.6)
Other (expense) income:
Interest incora 00 0.0 0.0 00
Interest experes (2.7 (0.6) (1.6) (0.E)
Other, net 0.1 (0.9) (0)3 (0.1)
Total other expense (1.6 (1.5) 1.9 (0.6
Income (loss) before income taxe 7.5 (16.2) 5.1 (6.2)
Income taxe 0.1 0.6 0.1 0.4
Net income (loss) 7.4% (16.8)% 9% (6.6)%
Revenue
The following table sets forth our revenue.
Three months ende Period-to-Period Six months ende Period-to-Period
June 30, Change June 30, Change
2015 2014 $ % 2015 2014 $
(dollars in thousand9g
Revenue:
Produd¢ $ 72,748 $ 347 $ 3798 1091% $ 140,278 $ 89,81 $ 50,468 56.2%
Percentage of
revenue 92.7% 84.6% 92.5% 88.1%
Service 5,689 6,35 (666) (105)% 11,442 12,18 (738) (61)%
Percentage of
revenue 7.3% 15.4% 7.5% 11.9%

Total revenue
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Three Months Ended June 30, 2015 Compared with Three Months Ended June 30, 2014

Produa

Product revenue, which includes systetesasales of spare parts, product upgsaahd used systems was $72.7 million, or
92.7%, of revenue during the three months ended June 30, 2@ifared with $34.8 million, or 84.6% of revenue for the three
months ended June 30, 2014. The $38.0 million increase in predecue for the three month period ending June 30, 2015 was
primarily driven by anncrease in the numbef Purion systems sold.

A portion of our revenue from system sales is deferred untilletsda and other services related to future deliverables are
performed. The total amount of defermeslenue at June 30, 2015 and Decembg2@14 was $8.@nillion and $7.2 million,
respectively. The increase in deél revenue is primarily due to additional volume of system sales and to a lesser exteningh
of the acceptance of system sales.

Services

Services revenue, which includes the latlmnponent of maintenance and service remt$ and fees for service hours provided
by on-site service personnel, was $5.7 million, or 7.3% ofmexéor the three months ended June 30, 2015, compared with $6.4
million, or 15.4% of revenue for the three months ended Jun203@. Although services revensieould increase with the exfE@on
of the installed base of systems, it can fluctuate from period to period based on capacity utilization at customers’ mgnufacturi
facilities, which affects the need for equipment service.

Six Months Ended June 30, 2015 Compared with Six Months Ended June 30, 2014

Produa

Product revenue was $140.3 million, or 92.5% of revenue for the six months ended June 30, 2015, compared with $89.8
million, or 88.1% of revenue for the six months ended Jun2CB4. The increase in product revenue is attributable to thbevurh
Purion systems sold.

Services

Services revenue was $11.4 million, or 7.5% of revenue faixtmonths ended June 30, 2015, compared with $12.2 million,
or 11.9% of revenue for the six months ended June 30, 201bugh services revenue shouldrease with the expansion oéth
installed base of systems, it can fluctuate from period to period based on cafiéatyon at custorars’ manufacturing fatities,
which affects the need for equipment service.
Revenue Categories used by Management

As an alternative to hline item revenue categories dissed above, management also uses revenue categorizations which
look at revenue by systems and aftermarket, as described below.

Three Months Ended June 30, 2015 Compared with Three Months Ended June 30, 2014

Systems

Included in total revenue of $78.4 million during the three months ended June 30, 2015 is revenue from sales of systems of
$41.6 million, or 53.0% of total revenue, compared with $10IRomj or 26.4%, of total revenue for the three months ended 30Q,
2014. The increase was due to higher sales of our Purion systflettjing market share gaiaad an improved semiconductor
equipment market.
Aftermarke

We refer to the business of selling spare parts, product upgrades



Table of Contents

based on capacity utilization atstamers’ manufacturing facilitieghich affects the sale of ape parts and demand for equgamh
service. Aftermarket revenue can alsotiate from period to period based on the demand for system upgrades or used tools.

Six Months Ended June 30, 2015 Compared with Six Months Ended June 30, 2014
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Six Months Ended June 30, 2015 Compared with Six Months Ended June 30, 2014

Produd

Gross margin from product revenue was 34.6% for the six months ended June 30, 2015, compared to 39.0% for the six mon
ended June 30, 2014. The decrease in gross margin of 4.4 pgeqeoitets resulted from the reffect of higher system salgslume
of new Purion systems at lower initial margarl a decreased mix of parts and upgrade revenue.
Services

Gross margin from services revenue was 17.7% for the six memdesl June 30, 2015, compared to 10.2% for the six months
ended June 30, 2014. The increase in gross margin is attributable to changes in thermoeafsdracts and lower overakrvice
costs.

Operating Expenses

The following table sets forth our operating expenses:

Three months ended Period-to-Period Six months ended Period-to-Period
June 30, Change June 30, Change
2015 2014 $ % 2015 2014 $ %

(dollars in thousandg
Research and

development $ 7.89¢ $ 8,84F $ (946 (10.9% $ 16,09¢ $ 18,10: $ (2,009 (11.1%
Percentage of
revenue 10.1 % 21.5% 10.6 % T?0
Sales and marketing 5,85¢ 5,031 821 16.2% 11,48¢ 10,51¢ 973 9.2%
Percentage of
revenue 7.5% 12.2% 7.6% 10.3%
General and
administratie 6,231 6,49 (263) (40%  12,33: 12,9 (643) (5.0)%
Percentage of
revenue 7.9% 15.8% 8.1% 120
Restructuring charge 8 16( (152 (95.0% 18 36( (342 (95.0%
Percentage b
revenue @ % 0.4% 00% 0.4%
Total operating
expense $ 199%F $ 205F $ (540) (26)% $ 3993 $ 4198 $ (2,016 (4.8%
Percentage b
revenue 25.5% 49.9 % 26.3% 41.1%

Our operating expenses consistarily of personnel costs, including salariesmnmissions, expecteddentive plan payouts,
share-based compensation and related benefits and taxes; matiexdal costs related to the design and development of melqgts
and enhancement of existing products; and psadeal fees, travel and depreciation expenses.

Personnel costs are our largest expengeesenting $9.2 million and $17.8 million, or 46.0% and 44.5%, of our total ogeratin
expenses for the three and six-month periods ended June 30, 2015, respectively. For the three and six month periods ended June
2014, personnel costs were $11.8 million and $24.4 millionectiseely, or 58.0% and 58.7% sgectively, of our total opetiag
expenses. The reduction in personal costs are primarily due to reductions in force in 2014.
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Research and Development

Three months ended Period-to-Period Six months ended Period-to-Period
June 30, Change June 30, Change
2015 2014 $ % 2015 2014 $ %

(dollars in thousandg
Research and

development $ 789¢ $ 8,84 $ (946 (10.9% $ 16,09¢ $ 18,10: $ (2,009 (11.1%
Percentage of
revenue 10.1% 21.5% 10.6 % TP

Our ability to remain competitive depends largely on continuously developing innovative technology, with new and enhanced
features and systems and introducing tla¢mompetitive prices on a timely basiscardingly, based on our strategic plan, we
establish annual R&D budgets to fund programs that we expect will drive competitive advantages.

Three Months Ended June 30, 2015 Compared with Three Months Ended June 30, 2014

Research and development expense was $7.9 million during the three months ended June 30, 2015; a decrease of $0.9 mill
or 10.7%, compared with $8.8 million during the three momntliee June 30, 2014. The decrease in expense is primarily due to
reduced labor and material costs incurrethencurrent year conaped to costs incurred lastar associated with the rolloat our
Purion platform.

Six Months Ended June 30, 2015 Compared with Six Months Ended June 30, 2014

Research and development expense was $16.1 million durisithnths ended June 30, 2015; a decrease of $2.0 million,
or 11.1%, compared with $18.1 million during the six months ended June 30, 2014. The decrease was primarily due to lower
personnel costs driven by reduced headcount from the previous year as well as a spikarl lataterials costs experiendgedhe
prior year relating to the roll out of our Purion platform.

Sales and Marketing

Three months ended Period-to-Period Six months ended Period-to-Period
June 30, Change June 30, Change
2015 2014 $ % 2015 2014 $ %

Our sales and marketing expenses resultailynfrom the sale of our equipment aservices through our direct sales force.

Three Months Ended June 30, 2015 Compared with Three Months Ended June 30, 2014

Sales and marketing expense was $5.9 million during thettwaths ended June 30, 2015; an increase of $0.8 million, or
16.3%, compared with $5.0 million during the three months ended June 30, 2014. The increase is primarily due to higher new tool
evaluation costs and stock compensation expense.

Six Months Ended June 30, 2015 Compared with Six Months Ended June 30, 2014

Sales and marketing expense was $11.5 million during the sihmented June 30, 2015; an increase of $1.0 million, or
9.3%, compared with $10.5 million during the six months ended June 30, 2014. The increase is primarily due to higher new tool
evaluation costs and stock compensation expense.
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General and Administrative

Our general and administrative expenses result primarily fremdhbts associated with oureextive, finance, information
technology, legal and human resource functions.

Three Months Ended June 30, 2015 Compared with Three Months Ended June 30, 2014
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Other (Expense) Income

Other (expense) income consists primaniljoreign exchange gains and losses attributable to fluctuations against local
currencies of the countries in which we operate, interest eamedr invested cash balancesilbéees associated with ounéncing
arrangements and interest expense related to financing arrangements. Other exp8hs®midlion for the three months endkhe
30, 2015, compared with $0.6 million for the three months ended June 30, 2014. The increase in other expense was peimarily driv
by charges incurred related to the sale of our corporate headsgtiaciéty. The Company recorded $1.3 million in interegiense
associated with the lease ofrdweadquarters in Beverly, which is being accedrfor as a financing digation. See Note 3 fdurther
discussion.

The $2.2 million increase in other expense for the six month period ended June 30, 2015 compared with the six month periot
ended June 30, 2014, was primarily due to the $2.4 million intexpshse recorded associatathwhe lease of our headqueng in
Beverly. See Note 3 for further discussion.
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and deferred revenue of approximately $22.9 million, offsehéyncreases in inventory andepaid expenses and other cutren
assets of approximately $21.6 million. In comparison, duriegih month period ended June 30, 2014, the Company used $11.9
million of cash to support operating activities.

Investing activities for the six months periods endingeJs80, 2015 and 2014 included $0.7 million and $0.6 million,
respectively, used facapital expenditures.

Financing activities for the six month period ending June 30, 2015 provided net cash of $35.8 million. This resulted largely
from the first quarter 2015 sale of arorporate headquarters building in Beverly, Massachusetts, which provided $48.9 ahillion
gross proceeds, less $0.4 million for prepaid rent, for a netraro6848.5 million. Also irthe first quarter, the Compangig $14.5
million to Northern Bank & Trust Company relating to a schedphattipal payment on a term loan, followed by a dischargbeof t
loan, which was secured by the property sold. This loan disshesglted in a $0.8 million decrease in our restricted cdahdsa
The Company incurred $0.8 million of related financing expensexiased with this transactioAlso included in cash provideby
financing activities in the six month ped was $1.9 million receivedleting to the exercise afock options and purchasafs
Company stock through the Employee Stock Purchase Plan. In comparison, financing activities for the six month periodeending Jut
30, 2014 included $1.8 million of cash received, primarily upon exercise of stock options.

Our revolving credit facility with Silicon Valley Bank provides for borrowings of up to $10.0 million on a revolving basis
during a two year term ending @ber 31, 2015based primarily on accounts receivablénhe Company’s abilityo borrow undethis
line of credit is limited to 80% of theeh current amount of quakfd accounts receivable. As@dne 30, 2015, the Compalngd not
drawn down on the line of credit, although a portion of the availability is being used to support outstanding lettersrofteredit
amount of $6.9 million. At June 30, 2015, our available borrowing capacity under the credit facility was $3.1 million anel iwe we
compliance with all covenants related te tiredit facility. The revolving credit facility is used by the Company to supgttets of
credit and for short-term borrowing, as needed.

We believe that based on our current market, revenue, expense and cash flow forecagtinguweask, cash equivalents and
borrowing capacity will be sufficient to satisfy our anticipated cashinements for the short aldng-term. In the event # demand
for our products declines in future periods, we believe walign manufacturing and operating spending levels to the clgngin
business conditions and provide sufficient liquidity to support operations. Our expectation for adequate liquidity i® sisiethat
may cause our actual results to differ miatly from our expectations. These riskclude the timing and degree of customer
acceptance of our products, the continudegnand for ion impintation equipment, overall adtivlevels of semiconductor
manufacturing, competitive pressure on sales and pricing, increases in material anddtiatioprcosts that cannot be reged in
product pricing and global economic, political and financial conditions.

Commitments and Contingencies

Other than the lease obligation relatetht® sale leaseback of our Corporate headersashown in the table below, signifita
commitments and contingencies at June 30, 2015 are consigtetiiage discussed in Item“KManagement’s Discussion and
Analysis of Financial Condition and Results of Operations,” and Note 16 to the consolidateafisg@atements in our Annual
Report on Form 10-K for the fiscal year end@etember 31, 2014.

The following representslahaterial changes from our prior year end to our contractual obligations as of June 30, 2015 (in
thousands):

Payments Due by Perid

Contractual Obligations Total 2015 2016-2019 2020-203
Lease obligation G 133,11: $ 2,350 $ 21,19 $ 109,56°
Total $ 133,111 $ 2,350 $ 21,194 $ 109,567
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ltem 3. Quantitative and Qualitative Disclosures about Market Risk.

As of June 30, 2015, there have been no material changes to the quantitative information about market risk disclosed in Iten
7A to our annual report on Form 10t the year endeBecember 31, 2014.

Item 4. Controls and Procedures.
Evaluation of DisclosureControls and Procedures

Our management, with the participation of our principal etreewfficer and pring@al financial officer, has evaluated the
effectiveness of our disclosucentrols and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Actasf 1934
amended (the “Exchange Act”) as of the end of the period covered by this report (the “Evaluation Date”). Based on this,evaluati

our principal executive officer and principal financial officenclmded that, as of the Evaluation Date, these disclosutetsband
procedures are effective.

Changes in Internal Contrd over Financial Reporting

There was no change in our internal control over financial reporting (as defined in Rule 13a-15(f) under the Exchange Act)
identified in connection with #hevaluation of our internal control that occurred during the three months ended June 8tatAtds
materially affected, or ilzasonably likely to materially affect, oimternal control over financial reporting.
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PART II—OTHER INFORMATION
Item 1. Legal Proceedings.

The Company is, from time to time, a party to litigation @iréges in the normal courséits business operations. The
Company is not presently a party to any litigation that it beiemight have a material adverse effect on its businessiopsrat

Item 1A. Risk Factors.

As of June 30, 2015, there have been no material changesriskitfactors described in Item 1A to our annual report on Form
10-K for the year ended December 31, 2014.

Item 2. Unregistered Sales of Eqty Securities and Use of Proceeds.
None.
Item 3. Defaults UponSenior Securities.
None.
Item 4. Mine Safety Disclosures.
Not Applicable.
Item 5. Other Information.
None.
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Item 6.

Exhibits.

The following exhibits are filed herewith:

Exhibit
No Description
3.1 Amended and Restated Certificatérmforporation of the Company adopted May2009. Incorporated by reference to
Exhibit 3.1 of the Company’s Current Report on Form 8-K filed with the Commission on May 11, 2009.
3.2 Bylaws of the Company, as amended as of May 13,. 20ddrporated by referent¢e Exhibit 3.2 of the Compa’s
Form 8-K, filed with the Commission on May 19, 2014.
10.1 Axcelis Technologies, Inc. 2012 Equity IncentivarRlas amended through May 13, 2015. Filed herewith.
31.1 Certification of the Principal Exetive Officer under Exchange Act Rule 13a-14(a)/15d-14(a) (Section 302 of the
Sarbanes-Oxley Act), dated August 5, 2015. Filed herewith.
31.2 Certification of the Principal Financial Officer under Exchange Act Rule 13a-14(a)/15d-14(a) (Section 302 of the
Sarbanes-Oxley Act), dated August 5, 2015. Filed herewith.
321 Certification of the Principal Executive Officer pursuant to Section 1350 of Chapter 63 of title 18 of the United States
Code(Section 906 of the Sarbasm®xley Act), dated Agust § 2015. Filed herewith.
32.2 Certification of the Principal Financial Officer pursuanbéztion 1350 of Chapter 63 of title 18 of the United States
Code (Section 906 of the Sarbast@xley Act), dated August 5, 2015. Filed herewith.
101 The following materials from the Company’s Form 10-Qfierquarter ended June 30, 2015, formatted in eXtensible

Business Reporting Language (XBRL): (i) Consolidated Stam¢sof Operations, (ii) @solidated Statements of
Comprehensive Income (Loss), (iii) Coridaked Balance Sheets, (iv) ConsolethStatements of Cash Flows and (v)
Notes to Consolidated FinaatStatements (Unaudited).
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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 signe
its behalf by the undersigned, thereunto duly authorized.

AXCELIS TECHNOLOGIES, INC.

DATED: August 5, 2015 Bys/ KEVIN J. BREWER

Kevin J. Brewe
Executive Vice President arithief Financial Office
Duly Authorized Officer and Principal Financial Office
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