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PART I—FINANCIAL INFORMATION
Item 1. Financial Statements

NOVANTA INC.
CONSOLIDATED BALANCE SHEETS
(In thousands of U.S. dollars or shares)
(Unaudited)

ASSETS
Current assets
Cash and cash equivalents
Accounts receivable, net of allowance of $671 and $556, respectively
Inventories
Prepaid income taxes and income taxes receivable
Prepaid expenses and other current assets
Total current assets
Property, plant and equipment, net
Operating lease assets
Deferred tax assets
Other assets
Intangible assets, net
Goodwill
Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Current portion of long-term debt
Accounts payable
Income taxes payable
Current portion of operating lease liabilities
Accrued expenses and other current liabilities
Total current liabilities
Long-term debt
Operating lease liabilities
Deferred tax liabilities
Income taxes payable
Other liabilities
Total liabilities
Commitments and contingencies (Note 14)
Stockholders’ equity:
Preferred shares, no par value; Authorized shares: 7,000;
No shares issued and outstanding
Common shares, no par value; Authorized shares: unlimited;
Issued and outstanding: 35,623 and 35,601, respectively
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss
Total stockholders' equity
Total liabilities and stockholders’ equity

July 1, December 31,

2022 2021
100,489 117,393
129,808 115,617
153,887 125,657

1,081 1,997
14,102 13,161
399,367 373,825
87,924 87,439
45,575 48,338
7,379 12,206
5,688 5,586
193,499 220,989
466,411 479,500
1,205,843 1,227,883
4,678 5,097
77,351 68,514
6,825 4,514
7,561 7,334
101,985 98,479
198,400 183,938
402,679 429361
42,580 45,700
17,688 33,738
5,320 4,217
7,007 9,638
673,674 706,592
423,856 423,856
46,146 53,768
92,832 56,533
(30,665) (12,866)
532,169 521,291
1,205,843 1,227,883

The accompanying notes are an integral part of these consolidated financial statements.



Revenue

Cost of revenue

Gross profit

Operating expenses:
Research and development and engineering
Selling, general and administrative
Amortization of purchased intangible assets
Restructuring, acquisition, and related costs

Total operating expenses

Operating income

Interest income (expense), net

Foreign exchange transaction gains (losses), net

Other income (expense), net

Income before income taxes

Income tax provision (benefit)

Consolidated net income

Earnings per common share (Note 4):
Basic
Diluted

Weighted average common shares outstanding—basic
Weighted average common shares outstanding—diluted

The accompanying notes are an integral part of these consolidated financial statements.

NOVANTA INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands of U.S. dollars or shares, except per share amounts)

(Unaudited)
Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021
$ 215356  $ 167,523 419,572 $ 330,107
120,111 95,117 234,051 188,961
95,245 72,406 185,521 141,146
21,588 16,954 42,517 35,636
40,538 31,240 79,890 62,893
7,173 3,586 14,515 7,161
2,655 4,634 1,025 8,365
71,954 56,414 137,947 114,055
23,291 15,992 47,574 27,091
(2,757) (1,378) (5,866) (2,786)
152 (76) 221 (333)
68 97) (477) (167)
20,754 14,441 41,452 23,805
3,275 2,777 5,153 831
$ 17,479  § 11,664 36,299 § 22,974
$ 049 § 0.33 1.02 $ 0.65
$ 049 § 0.33 1.01 $ 0.64
35,609 35,374 35,573 35,326
35,933 35,763 35,857 35,775



NOVANTA INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(In thousands of U.S. dollars)

(Unaudited)
Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021

Consolidated net income $ 17,479 $ 11,664 36,299 $ 22,974
Other comprehensive income (loss):

Foreign currency translation adjustments, net of tax (1) (13,927) 136 (18,699) (353)

Pension liability adjustments, net of tax (2) 587 262 900 383

Total other comprehensive income (loss) (13,340) 398 (17,799) 30
Total consolidated comprehensive income $ 4,139 $ 12,062 18,500 $ 23,004
1) The tax effect on this component of comprehensive income (loss) was nominal for all periods presented.
(@) The tax effect on this component of comprehensive income (loss) was nominal for all periods presented. See Note 3 to the Consolidated Financial

Statements for the total amount of pension liability adjustments reclassified out of accumulated other comprehensive income (loss).

The accompanying notes are an integral part of these consolidated financial statements.



NOVANTA INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(In thousands of U.S. dollars or shares)

Balance at April 1, 2022

Consolidated net income

Common shares issued under stock plans

Common shares withheld for taxes on vested stock awards
Repurchases of common shares

Share-based compensation

Other comprehensive income (loss), net of tax

Balance at July 1, 2022

Balance at December 31, 2021

Consolidated net income

Common shares issued under stock plans

Common shares withheld for taxes on vested stock awards
Repurchases of common shares

Share-based compensation

Other comprehensive income (loss), net of tax

Balance at July 1, 2022

Balance at April 2, 2021

Consolidated net income

Common shares issued under stock plans

Common shares withheld for taxes on vested stock awards
Share-based compensation

Other comprehensive income (loss), net of tax

Balance at July 2, 2021

Balance at December 31, 2020

Consolidated net income

Common shares issued under stock plans

Common shares withheld for taxes on vested stock awards
Share-based compensation

Other comprehensive income (loss), net of tax

Balance at July 2, 2021

(Unaudited)
Additional Paid- Accumulated
Common Shares In Retained Other
Comprehensive
# of Shares Amount Capital Earnings (Deficit) Loss Total
Three Months Ended July 1, 2022

35,684 $ 423,856 $ 52,809 $ 75,353 $ (17,325) 534,693

— — — 17,479 — 17,479

37 — — — — —
(14) — (1,744) — (1,744)
(84) — (10,000) — — (10,000)

— — 5,081 — 5,081
— — — (13,340) (13,340)

35,623 $ 423,856 $ 46,146 $ 92,832 $ (30,665) 532,169

Six Months Ended July 1, 2022

35,601 $ 423,856 $ 53,768 $ 56,533 $ (12,866) 521,291

— — — 36,299 — 36,299

171 — — — —
(65) — (9,477) — (9,477)
(84) — (10,000) — (10,000)

— — 11,855 — — 11,855
- o _ (17,799) (17,799)

35,623 $ 423,856 $ 46,146 $ 92,832 $ (30,665) 532,169

Three Months Ended July 2, 2021

35,384 $ 423,856 $ 47,364 $ 17,512 $ (12,609) 476,123

— — — 11,664 — 11,664

106 — — — —
1) — (156) — (156)

— — 5,035 — 5,035

— — — 398 398

35,489 $ 423,856 $ 52,243 $ 29,176 $ (12,211) 493,064

Six Months Ended July 2, 2021

35,163 $ 423,856 $ 58,992 $ 6,202 $ (12,241) 476,809

— — — 22,974 — 22,974

460 — — — — —
(134) — (18,428) — (18,428)

— — 11,679 — 11,679

— — — $ 30 30

35,489 $ 423,856 $ 52,243 $ 29,176 $ (12,211) 493,064

The accompanying notes are an integral part of these consolidated financial statements.



NOVANTA INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands of U.S. dollars)

(Unaudited)

Six Months Ended
July 1, July 2,
2022 2021

Cash flows from operating activities:
Consolidated net income $ 36,299 $ 22,974
Adjustments to reconcile consolidated net income to

net cash provided by operating activities:

The accompanying notes are an integral part of these consolidated financial statements.

Depreciation and amortization 27,855 19,724

Provision for inventory excess and obsolescence 1,004 2,505

Share-based compensation 11,855 11,679

Deferred income taxes (9,504) (699)

Write-off of unamortized deferred financing costs 624 —

Other 375 682
Changes in assets and liabilities which (used)/provided cash, excluding

effects from business acquisitions:

Accounts receivable (17,627) (15,580)

Inventories (33,509) (5,645)

Prepaid income taxes, income taxes receivable, prepaid expenses

and other current assets (1,107) (4,750)
Accounts payable, income taxes payable, accrued expenses
and other current liabilities 20,365 22,059

Other non-current assets and liabilities (1,222) (935)
Net cash provided by operating activities 35,408 52,014
Cash flows from investing activities:

Working capital adjustments from business acquisition 820 —

Purchases of property, plant and equipment (12,103) (8,643)

Payment of contingent consideration related to acquisition of technology assets (1,470) (2,200)

Other investing activities 137 —
Net cash used in investing activities (12,616) (10,843)
Cash flows from financing activities:

Repayments under term loan and revolving credit facilities (12,833) (2,7006)

Payments of debt issuance costs (2,492) —

Payments of withholding taxes from share-based awards (9,477) (18,428)

Repurchases of common shares (10,000) -

Payment of contingent consideration related to acquisitions (375) (1,836)

Purchase of a building under finance lease — (8,743)

Other financing activities (296) (281)
Net cash used in financing activities (35,473) (31,994)
Effect of exchange rates on cash and cash equivalents (4,223) (378)
Increase (decrease) in cash and cash equivalents (16,904) 8,799
Cash and cash equivalents, beginning of the period 117,393 125,054
Cash and cash equivalents, end of the period $ 100,489 $ 133,853
Supplemental disclosure of cash flow information:
Cash paid for interest $ 5,244 $ 2,240
Cash paid for income taxes $ 9,698 $ 6,734
Income tax refunds received $ 164 $ 1,199



NOVANTA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF JULY 1, 2022
(Unaudited)

1. Basis of Presentation

Novanta Inc. (together with its subsidiaries, “Novanta” or the “Company”) is a leading global supplier of core technology solutions that give medical
and advanced industrial original equipment manufacturers (“OEMs”) a competitive advantage. Novanta combines deep proprietary technology expertise and
competencies in photonics, vision and precision motion with a proven ability to solve complex technical challenges. This enables Novanta to engineer core
components and sub-systems that deliver extreme precision and performance, tailored to the customers’ demanding applications.

The accompanying unaudited interim consolidated financial statements have been prepared by the Company in United States (“U.S.”) dollars and
pursuant to the rules and regulations of the United States Securities and Exchange Commission (“SEC”), the instructions to Form 10-Q and the provisions of
Regulation S-X pertaining to interim financial statements. Accordingly, certain information and footnote disclosures normally included in financial statements
prepared in accordance with accounting principles generally accepted in the U.S. have been condensed or omitted. The interim consolidated financial
statements and notes included in this report should be read in conjunction with the consolidated financial statements and notes included in the Company’s
Annual Report on Form 10-K for the year ended December 31, 2021. In the opinion of management, these interim consolidated financial statements include all
adjustments and accruals of a normal and recurring nature necessary to fairly state the results of the interim periods presented. The results for interim periods
are not necessarily indicative of results to be expected for the full year or for any future periods.

The Company’s unaudited interim consolidated financial statements are prepared for each quarterly period ending on the Friday closest to the end of the
calendar quarter, with the exception of the fourth quarter which always ends on December 31.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities as of the dates of the financial statements,
and the reported amounts of revenue and expenses during the reporting periods. Estimates and assumptions are reviewed on an on-going basis and the effects of
revisions are reflected in the period in which such revisions are deemed to be necessary. The Company evaluates its estimates based on historical experience,
current conditions, and various other assumptions that it believes are reasonable under the circumstances. Actual results could differ significantly from these
estimates.



NOVANTA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
AS OF JULY 1, 2022
(Unaudited)

Recent Accounting Pronouncements

The following table provides a brief description of recent Accounting Standards Updates (“ASU”) issued by the Financial Accounting Standards Board
(“FASB”):

Effect on the Financial Statements or Other

Standard Description Effective Date Significant Matters

In March 2020, the FASB issued ASU 2020-04 provides optional expedients and Upon issuance. In March 2022, the Company amended the
ASU 2020-04, “Reference Rate exceptions for applying GAAP to contracts, Adoption of ASU Third Amended and Restated Credit
Reform (Topic 848): Facilitation of hedging relationships, and other transactions 2020-04 is elective. Agreement and replaced LIBOR with

the Effects of Reference Rate affected by reference rate reform if certain criteria SOFR as the new reference rate for U.S.
Reform on Financial Reporting.” are met. dollar borrowings. The ASU did not have

any impact on the Company’s consolidated
financial statements.

In October 2021, the FASB issued =~ ASU 2021-08 requires that entities recognize and ~ January 1, 2023. Early The Company early adopted ASU 2021-08

ASU 2021-08, “Business measure contract assets and liabilities acquired ina adoption is permitted. as of January 1, 2022. The adoption of
Combinations (Topic 805): business combination in accordance with ASC 606, ASU 2021-08 did not have any material
Accounting for Contract Assets and “Revenue from Contracts with Customers”. ASU impact on the Company’s consolidated

Contract Liabilities from Contracts 2021-08 also applies to contract assets or liabilities financial statements.

with Customers.” from other contracts to which the provisions of

ASC 606 apply. The amendments in ASU 2021-08
do not affect the accounting for other assets or
liabilities that may arise from revenue contracts
with customers in accordance with ASC 606, such
as refund liabilities, or in a business combination,
such as customer-related intangible assets and
contract-based intangible assets.

2. Revenue

The Company recognizes revenue when control of promised goods or services is transferred to customers. The transfer of control generally occurs upon
shipment when title and risk of loss pass to the customer. The vast majority of the Company’s revenue is generated from the sale of distinct products. Revenue
is measured as the amount of consideration the Company expects to receive in exchange for such products, which is generally at contractually stated prices.
Sales taxes and value added taxes collected concurrently with revenue generating activities are excluded from revenue.

Performance Obligations

Substantially all of the Company’s revenue is recognized at a point in time, upon shipment, rather than over time.

At the request of its customers, the Company may perform professional services, generally for the maintenance and repair of products previously sold to
those customers and for engineering services. Professional services for the maintenance and repair of products are typically short in duration, mostly less than
one month, and generally involve a single distinct performance obligation. The related revenue is recognized at a point in time when control transfers to the
customer upon completion of professional services. The consideration expected to be received in exchange for such services is typically the contractually stated
amount. Certain engineering services are longer in duration and the related revenue is recognized over time. As the Company’s right to payment from a
customer is based on the value of engineering services performed, the Company recognizes revenue based on the corresponding value to the customer from the
Company’s performance completed to date. Revenue from engineering services aggregated to less than 3% of the Company’s consolidated revenue during the
six months ended July 1, 2022 and July 2, 2021.



NOVANTA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
AS OF JULY 1, 2022
(Unaudited)

The Company occasionally sells separately priced non-standard/extended warranty services or preventative maintenance plans with the sale of products.
The transfer of control over the service plans is over time. The Company recognizes the related revenue ratably over the terms of the service plans. The
transaction price of a contract is allocated to each performance obligation based on its relative standalone selling price. Standalone selling prices are generally
determined based on the prices charged to customers or using the expected cost plus a margin.

Shipping & Handling Costs

The Company accounts for shipping and handling activities that occur after the transfer of control over the related goods as fulfillment activities rather
than performance obligations. Shipping and handling fees charged to customers are recognized as revenue and the related costs are recorded in cost of revenue
at the time of transfer of control.

Warranties

The standard warranty periods for the Company’s products are typically 12 months to 36 months. The Company recognizes estimated liabilities
associated with standard warranty periods for its products in accordance with the provisions of ASC 450, “Contingencies,” as the Company has the ability to
ascertain the likelihood of the liabilities and can reasonably estimate the amount of the liabilities. A provision for the estimated cost related to standard
warranties is recorded as cost of revenue at the time revenue is recognized. The Company’s estimate of the costs to service the warranty obligations is based on
historical experience and expectations of future conditions. To the extent that the Company’s experience in warranty claims or costs associated with servicing
those claims differ from the original estimates, revisions to the estimated warranty liabilities are recorded at that time, with offsetting adjustments to cost of
revenue.

Practical Expedients and Exemptions

The Company expenses incremental direct costs of obtaining a contract when incurred because the expected amortization period is one year or less.
These costs are recorded within selling, general and administrative expenses in the consolidated statement of operations.

The Company does not adjust the promised amount of consideration for the effects of a financing component because the transfer of a promised good to
a customer and the customer’s payment for that good are typically one year or less. The Company does not disclose the value of the remaining performance
obligation for contracts with an original expected length of one year or less.

Contract Liabilities

Contract liabilities consist of deferred revenue and advance payments from customers, including amounts that are refundable. These contract liabilities
are classified as either current or long-term liabilities in the consolidated balance sheet based on the timing of when the Company expects to recognize the
related revenue. As of July 1, 2022 and December 31, 2021, contract liabilities were $7.9 million and $7.3 million, respectively, and are included in accrued
expenses and other current liabilities and other liabilities in the accompanying consolidated balance sheets. The increase in the contract liability balance during
the six months ended July 1, 2022 is primarily due to cash payments received in advance of satisfying performance obligations, partially offset by $3.6 million
of revenue recognized during the period that was included in the contract liability balance as of December 31, 2021.

Disaggregated Revenue

See Note 15 for the Company’s disaggregation of revenue by segment, geography and end market.



NOVANTA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
AS OF JULY 1, 2022
(Unaudited)

3. Accumulated Other Comprehensive Loss

Changes in accumulated other comprehensive loss was as follows (in thousands):

Total Accumulated
Other Cumulative Pension
Comprehensive Translation Liability

Loss Adjustments Adjustments
Balance at December 31, 2021 $ (12,866) $ (5,753) $ (7,113)
Other comprehensive income (loss) (18,009) (18,699)
Amounts reclassified from accumulated other comprehensive loss 210 —
Balance at July 1, 2022 $ (30,665) $ (24,452) $ (6,213)

The amounts reclassified from accumulated other comprehensive loss were included in other income (expense) in the consolidated statements of

operations.

4. Earnings per Common Share

Basic earnings per common share is computed by dividing consolidated net income by the weighted average number of common shares outstanding

during the period.

For diluted earnings per common share, the denominator includes the dilutive effect of outstanding common share equivalents. For the three and six
months ended July 1, 2022 and July 2, 2021, weighted average shares outstanding for the diluted earnings per common share included the dilutive effect of
outstanding restricted stock units, stock options, relative total shareholder return performance-based restricted stock units (“TSR-PSUs”) and certain other
performance-based restricted stock units (“PSUs”), determined using the treasury stock method. The dilutive effects of market-based contingently issuable
shares from the TSR-PSUs are included in the weighted average common share calculation based on the number of shares, if any, that would be issuable as of
the end of the reporting period, assuming the end of the reporting period is also the end of the performance period. The dilutive effects of attainment-based
contingently issuable shares from other PSUs are included in the weighted average common share calculation only when the performance targets have been

achieved based on the cumulative achievement against the performance targets as of the end of the reporting period.

The following table sets forth the computation of basic and diluted earnings per common share (amounts in thousands, except per share data):

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021

Numerators:

Consolidated net income $ 17,479 § 11,664  $ 36,299 $ 22,974
Denominators:

Weighted average common shares outstanding— basic 35,609 35,374 35,573 35,326

Dilutive potential common shares 324 389 284 449

Weighted average common shares outstanding— diluted 35,933 35,763 35,857 35,775

Antidilutive potential common shares excluded from above 146 25 120 23
Earnings per Common Share:

Basic $ 049 $ 033 $ 1.02 $ 0.65

Diluted $ 049 $ 033 $ 1.01 $ 0.64

For both the three and six months ended July 1, 2022, 35 thousand non-GAAP EPS performance-based restricted stock units (“EPS-PSUs”) and 37
thousand operating cash flow performance-based restricted stock units (“OCF-PSUs”) granted to certain members of the executive management team, and 53

thousand performance-based restricted stock units granted to ATI Industrial



NOVANTA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
AS OF JULY 1, 2022
(Unaudited)

Automation employees (“ATI-PSUs”) are considered attainment-based contingently issuable shares and were excluded from the calculation of the denominator
as the contingent conditions had not been met as of July 1, 2022.

For both the three and six months ended July 2, 2021, 46 thousand EPS-PSUs and 37 thousand OCF-PSUs granted to certain members of the executive
management team, and 213 thousand shares of restricted stock issued to the former Laser Quantum non-controlling interest shareholders were considered
attainment-based contingently issuable shares and were excluded from the calculation of the denominator as the contingent conditions had not been met as of
July 2, 2021.

5. Fair Value Measurements

ASC 820, “Fair Value Measurements,” establishes a fair value hierarchy based on three levels of inputs, of which the first two are considered observable
and the third is considered unobservable:

. Level 1: Quoted prices for identical assets or liabilities in active markets which the Company can access
. Level 2: Observable inputs other than those described in Level 1
. Level 3: Unobservable inputs

Current Assets and Liabilities

The Company’s cash equivalents are highly liquid investments with original maturities of three months or less, which represent an asset the Company
measures at fair value on a recurring basis. The Company determines the fair value of cash equivalents using a market approach based on quoted prices in
active markets. The fair values of cash, accounts receivable, income taxes receivable, accounts payable, income taxes payable and accrued expenses and other
current liabilities approximate their carrying values because of their short-term nature.

Foreign Currency Contracts

The Company addresses market risks from changes in foreign currency exchange rates through a risk management program that includes the use of
derivative financial instruments to mitigate certain balance sheet foreign currency transaction exposures. The Company uses foreign currency forward contracts
as a part of its strategy to manage exposures related to foreign currency denominated monetary assets and liabilities. The fair value of these foreign currency
forward contracts is reported either in other current assets or in other current liabilities as of the end of the period.

Contingent Considerations

On August 30, 2021, the Company acquired ATI Industrial Automation Inc. (“ATI”). Under the purchase and sale agreement for the ATI acquisition, the
former shareholders of ATI (the “Sellers”) are eligible to receive contingent consideration based on ATT’s fiscal year 2021 Adjusted EBITDA, as defined in the
purchase and sale agreement. The contingent consideration will be payable in the third quarter of 2022. The estimated fair value of the contingent consideration
was determined based on the Monte Carlo valuation method and was recorded as part of the purchase price as of the acquisition date. Subsequent changes in the
estimated fair value are recorded in the consolidated statement of operations in restructuring, acquisition, and related costs until the liability is fully settled. The
fair value of the contingent consideration was $44.0 million as of December 31, 2021. During the three months ended July 1, 2022, the fair value of the
contingent consideration was adjusted to $45.0 million based on the final determination of ATI’s 2021 Adjusted EBITDA between the Company and the Sellers.

On July 31, 2019, the Company acquired ARGES GmbH (“ARGES”). Under the purchase and sale agreement for the ARGES acquisition, the former
owner of ARGES is eligible to receive contingent consideration based on the achievement of certain revenue targets by the Company from August 2019
through December 2026. The undiscounted range of possible contingent consideration is zero to €10.0 million ($11.1 million). If the revenue targets are
achieved, the contingent consideration would be payable annually with the first payment due in the first quarter of 2021. The estimated fair value of the
contingent consideration of €7.1 million ($7.9 million) was determined based on the Monte Carlo valuation method and was recorded as part of the purchase
price as of the acquisition date. Subsequent changes in the estimated fair value of the contingent consideration liability are recorded in the consolidated
statement of operations in restructuring, acquisition, and related costs until the liability is fully settled. During 2020, the fair value of the contingent
consideration was adjusted to €4.1 million ($5.1 million). During 2021, the Company made the first

10



NOVANTA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
AS OF JULY 1, 2022
(Unaudited)

installment payment of €0.4 million ($0.4 million) in March 2021 and adjusted the fair value of the contingent consideration to €3.3 million ($3.8 million) as of
December 31, 2021. During 2022, the Company made the second installment payment of €0.3 million ($0.4 million) in March 2022. The installment payments
are reported as cash outflows from financing activities in the consolidated statement of cash flows for the respective periods. Based on the revenue performance
and revenue projection as of April 1, 2022, the fair value of the remaining contingent consideration was adjusted to €1.4 million ($1.4 million). There were no
other changes in the fair value of the contingent consideration during the three and six months ended July 1, 2022.

On April 16, 2019, the Company acquired Ingenia CAT, S.L. (“Ingenia”). Under the purchase and sale agreement for the Ingenia acquisition, the
shareholders of Ingenia are eligible to receive contingent consideration based on the achievement of certain revenue targets by the Company from April 2019
through March 2022. The undiscounted range of possible contingent consideration is zero to €8.0 million ($9.0 million). If the revenue targets are achieved, the
contingent consideration would be payable in cash in three annual installments from 2020 to 2022. The estimated fair value of the contingent consideration of
€5.8 million ($6.6 million) was determined based on the Monte Carlo valuation method and was recorded as part of the purchase price as of the acquisition
date. Subsequent changes in the estimated fair value of the contingent consideration liability are recorded in the consolidated statement of operations in
restructuring, acquisition, and related costs until the liability is fully settled. During 2020, the Company made the first installment payment of €1.0 million ($1.1
million) in May 2020 and adjusted the fair value of the contingent consideration to €2.3 million ($2.9 million) as of the end of the year. During 2021, the
Company made the second installment payment of €1.2 million ($1.4 million) in May 2021 and adjusted the fair value of the contingent consideration to €1.5
million ($1.7 million) as of the end of the year. The installment payments are reported as cash outflows from financing activities in the consolidated statement
of cash flows for the respective periods. During the six months ended July 1, 2022, the fair value of the remaining contingent consideration was adjusted to €1.8
million ($1.9 million), which is expected to be paid during the three months ending October 1, 2022.

On December 14, 2016, the Company acquired certain video signal processing and management technologies used in medical visualization solutions.
Under the purchase and sale agreement, the former owners are eligible to receive contingent consideration based on the achievement of certain revenue targets
by the Company from 2018 to 2021 from products utilizing the acquired technologies. The undiscounted range of possible contingent consideration is zero to
€5.5 million ($6.6 million). If the revenue targets are achieved, the contingent consideration would be payable in cash in four installments from 2019 to 2022.
As the acquired assets did not meet the definition of a business, the fair value of the contingent consideration is recognized when probable and estimable and is
capitalized as part of the cost of the acquired assets. Subsequent changes in the estimated fair value of this contingent liability are recorded as adjustments to the
carrying value of the assets acquired and are amortized over the remaining useful life of the underlying assets. Based on revenue achievements against the
target, the Company had recognized an aggregate fair value of €5.5 million ($6.3 million) of the acquired intangible assets as of July 1, 2022. The Company
made the first installment payment of €2.4 million ($2.6 million) in February 2020, the second installment payment of €1.8 million ($2.2 million) in February
2021, and the final installment payment of €1.3 million ($1.5 million) in March 2022. The installment payments have been reported as cash outflows from
investing activities in the consolidated statements of cash flows. There were no other changes in the fair value of the contingent consideration during the three
and six month ended July 1, 2022.
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Summary by Fair Value Hierarchy

The following table summarizes the fair values of the Company’s assets and liabilities measured at fair value on a recurring basis as of July 1, 2022 (in
thousands):

Quoted Prices in Significant Other
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
Assets
Cash equivalents $ 1,045  $ 1,045  $ — 3 —
Prepaid expenses and other current assets:
Foreign currency forward contracts 298 — 298 —
$ 1,343 § 1,045  $ 298 § —
Liabilities
Accrued expenses and other current liabilities:
Contingent considerations - Current $ 47,170  $ — 3 — 47,170
Foreign currency forward contracts 268 — 268 —
Other liabilities:
Contingent considerations - Long-term 1,183 — — 1,183
$ 48,621  $ — 3 268 S 48,353

The following table summarizes the fair values of the Company’s assets and liabilities measured at fair value on a recurring basis as of December 31,
2021 (in thousands):

Quoted Prices in Significant Other
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
Assets
Cash equivalents $ 1,711 $ 1,711 $ — 3 —
Prepaid expenses and other current assets:
Foreign currency forward contracts 137 — 137 —
$ 1,848  § 1,711 $ 137 § —
Liabilities
Accrued expenses and other current liabilities:
Contingent considerations - Current $ 47,522 $ — 3 — 3 47,522
Foreign currency forward contracts 160 — 160 —
Other liabilities:
Contingent considerations - Long-term 3,402 — — 3,402
$ 51,084 $ — 3 160 S 50,924

Changes in the fair value of Level 3 contingent considerations during the six months ended July 1, 2022 were as follows (in thousands):

Amount
Balance at December 31, 2021 $ 50,924
Payments (1,845)
Fair value adjustments (419)
Effect of foreign exchange rates (307)
Balance at July 1, 2022 $ 48,353
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The following table provides qualitative information associated with the fair value measurement of the Company’s Level 3 liabilities as of July 1, 2022:

Fair Value Percentage
Liability (in thousands) Valuation Technique Unobservable Inputs Applied
Contingent consideration - ATI $45,000 N/A Adjusted EBITDA for fiscal year 2021 N/A
Contingent consideration - ARGES $1,428 Monte Carlo Historical and projected revenues from N/A
method August 2019 through December 2026

Revenue volatility 14.0%

Cost of debt 3.9%

Discount rate 2.6%
Contingent consideration - Ingenia $1,925 N/A Historical revenues from April 2019 through N/A

March 2022

Increases or decreases in the unobservable inputs noted above would result in a higher or lower fair value measurement.

See Note 9 to Consolidated Financial Statements for a discussion of the estimated fair value of the Company’s outstanding debt.

6. Foreign Currency Contracts

The Company addresses market risks from changes in foreign currency exchange rates through a risk management program that includes the use of
derivative financial instruments to mitigate certain foreign currency transaction exposures from future settlement of non-functional currency monetary assets
and liabilities as of the end of a period. The Company does not enter into derivative transactions for speculative purposes. Gains and losses on derivative
financial instruments substantially offset losses and gains on the underlying hedged exposures. Furthermore, the Company manages its exposures to
counterparty risks on derivative instruments by entering into contracts with a diversified group of major financial institutions and by actively monitoring
outstanding positions.

As of July 1, 2022, the aggregate notional amount and fair value of the Company’s foreign currency forward contracts was $58.7 million and a net gain
of less than $0.1 million, respectively. As of December 31, 2021, the aggregate notional amount and fair value of the Company’s foreign currency forward
contracts was $50.0 million and a net loss of less than $0.1 million, respectively.

The Company recognized an aggregate net loss of $1.4 million and $1.5 million for the three and six months ended July 1, 2022, respectively. The
Company recognized an aggregate net loss of $0.1 million and an aggregate net gain of $0.6 million for the three and six months ended July 2, 2021,
respectively. These amounts were included in foreign exchange transaction gains (losses) in the consolidated statements of operations.

7. Goodwill and Intangible Assets
Goodwill

Goodwill is recorded when the consideration for a business combination exceeds the fair value of net tangible and identifiable intangible assets acquired.
The Company tests its goodwill balances for impairment annually as of the beginning of the second quarter or more frequently if indicators are present or
changes in circumstances suggest that an impairment may exist. The Company performed the most recent annual goodwill and indefinite-lived intangible asset
impairment test as of the beginning of the second quarter of 2022 and noted no impairment.
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The following table summarizes changes in goodwill during the six months ended July 1, 2022 (in thousands):
Balance at beginning of the period $ 479,500
Effect of foreign exchange rate changes (13,089)
Balance at end of the period $ 466,411
Goodwill by reportable segment as of July 1, 2022 was as follows (in thousands):
Reportable Segment
Precision
Photonics Vision Motion Total
Goodwill $ 207,646 $ 156,223 $ 253,771 $ 617,640
Accumulated impairment of goodwill (102,461) (31,722) (17,046) (151,229)
Total $ 105,185 $ 124,501 $ 236,725 $ 466,411
Goodwill by reportable segment as of December 31, 2021 was as follows (in thousands):
Reportable Segment
Precision
Photonics Vision Motion Total
Goodwill $ 214,564  $ 160,675 $ 255,490 $ 630,729
Accumulated impairment of goodwill (102,461) (31,722) (17,046) (151,229)
Total $ 112,103 $ 128,953 $ 238,444 $ 479,500

Intangible Assets

Intangible assets as of July 1, 2022 and December 31, 2021, respectively, are summarized as follows (in thousands):

July 1, 2022 December 31, 2021
Gross Carrying Accumulated Net Carrying Gross Carrying Accumulated Net Carrying
Amount Amortization Amount Amount Amortization Amount

Amortizable intangible assets:

Patents and developed technologies $ 183,807 $ (125291) $ 58,516 $ 189,609 $ (122,130) $ 67,479

Customer relationships 221,306 (111,021) 110,285 228,656 (104,386) 124,270

Customer backlog 6,831 (5,693) 1,138 6,862 (2,254) 4,608

Trademarks and trade names 23,255 (12,722) 10,533 23,976 (12,371) 11,605
Amortizable intangible assets 435,199 (254,727) 180,472 449,103 (241,141) 207,962
Non-amortizable intangible assets:

Trade names 13,027 — 13,027 13,027 — 13,027
Totals $ 448,226 § (254,727) $ 193,499 $ 462,130 $ (241,141) $§ 220,989

All definite-lived intangible assets are amortized either on a straight-line basis or an economic benefit basis over their remaining estimated useful life.
Amortization expense for patents and developed technologies is included in cost of revenue in the accompanying consolidated statements of operations.
Amortization expense for customer relationships and definite-lived trademarks, trade names and other intangibles is included in operating expenses in the

accompanying consolidated statements of operations. Amortization expense was as follows (in thousands):

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021
Amortization expense — cost of revenue $ 3336 $ 2982 $ 6,757 $ 5,959
Amortization expense — operating expenses 7,173 3,586 14,515 7,161
Total amortization expense $ 10,509 § 6,568 % 21272 $ 13,120
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Estimated amortization expense for each of the five succeeding years and thereafter as of July 1, 2022 was as follows (in thousands):

Operating
Year Ending December 31, Cost of Revenue Expenses Total
2022 (remainder of year) $ 6,599 § 11,957 $ 18,556
2023 11,976 20,215 32,191
2024 9,737 16,961 26,698
2025 8,265 14,348 22,613
2026 6,916 12,200 19,116
Thereafter 15,023 46,275 61,298
Total $ 58,516 $ 121,956  § 180,472
8. Supplementary Balance Sheet Information
The following tables provide the details of selected balance sheet items as of the periods indicated (in thousands):
Inventories
July 1, December 31,
2022 2021
Raw materials $ 104,106 $ 84,038
Work-in-process 26,106 20,600
Finished goods 22,289 19,486
Demo and consigned inventory 1,386 1,533
Total inventories $ 153,887 $ 125,657
Accrued Expenses and Other Current Liabilities
July 1, December 31,
2022 2021
Accrued compensation and benefits $ 26,570 S 24,725
Accrued warranty 4,741 4,783
Contract liabilities, current portion 7,674 6,995
Finance lease obligations 634 599
Accrued contingent considerations and earn-outs 47,170 47,522
Other 15,196 13,855
Total $ 101,985 $ 98,479
Accrued Warranty
Six Months Ended
July 1, July 2,
2022 2021
Balance at beginning of the period $ 4783 § 4,919
Provision charged to cost of revenue 1,462 929
Use of provision (1,398) (1,254)
Foreign currency exchange rate changes (106) (29)
Balance at end of the period $ 4,741 $ 4,565
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Other Long-Term Liabilities
July 1, December 31,
2022 2021

Finance lease obligations $ 499 3 5,309

Accrued contingent considerations and earn-outs 1,183 3,402

Other 828 927

Total $ 7,007 $ 9,638

9. Debt
Debt consisted of the following (in thousands):
July 1, December 31,
2022 2021

Senior Credit Facilities — term loan $ 4,713 $ 5,126
Less: unamortized debt issuance costs (35) (29)
Total current portion of long-term debt $ 4,678 $ 5,097
Senior Credit Facilities — term loan $ 77,521 $ 86,879
Senior Credit Facilities — revolving credit facility 330,559 346,579
Less: unamortized debt issuance costs (5,401) (4,097)
Total long-term debt $ 402,679 $ 429,361
Total Senior Credit Facilities $ 407,357 $ 434,458

Senior Credit Facilities

On December 31, 2019, the Company entered into an amended and restated credit agreement (the “Third Amended and Restated Credit Agreement”)
with existing lenders for an aggregate credit facility of $450.0 million, consisting of a $100.0 million U.S. dollar equivalent euro-denominated (approximately
€90.2 million) 5-year term loan facility and a $350.0 million 5-year revolving credit facility (collectively, the “Senior Credit Facilities”). The Senior Credit
Facilities mature in December 2024 and includes an uncommitted accordion option pursuant to which the commitments under the revolving credit facility may
be increased by an additional $200.0 million in aggregate, subject to certain customary conditions.

The outstanding principal balance under the term loan facility is payable in quarterly installments of €1.1 million beginning in March 2020, with the
remaining balance due upon maturity. The Company may make additional principal payments at any time, which will reduce the next quarterly installment
payment due. Borrowings under the revolving credit facility may be repaid at any time through March 2027. The Company made principal payments of €2.3
million ($2.4 million) towards its term loan and $10.4 million towards its revolving credit facility during the six months ended July 1, 2022.

On March 27, 2020, the Company entered into an amendment (the “First Amendment”) to the Third Amended and Restated Credit Agreement and
exercised a portion of the uncommitted accordion option. The First Amendment increased the revolving credit facility commitment under the Third Amended
and Restated Credit Agreement by $145.0 million, from $350.0 million to $495.0 million, and reset the uncommitted accordion option to $200.0 million for
potential future expansion.

On October 5, 2021, the Company entered into an amendment (the “Fourth Amendment”) to the Third Amended and Restated Credit Agreement to
exercise the accordion option. The Fourth Amendment increased the revolving credit facility commitment under the Third Amended and Restated Credit
Agreement by $200.0 million, from $495.0 million to $695.0 million, and reset the uncommitted accordion option to $200.0 million for potential future
expansion.
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On March 10, 2022, the Company entered into an amendment (the “Fifth Amendment”) to the Third Amended and Restated Credit Agreement to extend
the maturity date from December 31, 2024 to March 10, 2027, update the pricing grid, replace LIBOR with SOFR as the reference rate for U.S. dollar
borrowings, and increase the uncommitted accordion option from $200 million to $350 million. In connection with the Fifth Amendment, the Company
capitalized $2.5 million deferred financing costs and recorded a $0.6 million loss from the write-off of a portion of the unamortized deferred financing costs.

The Company is required to satisfy certain financial and non-financial covenants under the Third Amended and Restated Credit Agreement. The Third
Amended and Restated Credit Agreement also contains customary events of default. The Company was in compliance with these covenants as of July 1, 2022.

Liens

The Company’s obligations under the Senior Credit Facilities are secured, on a senior basis, by a lien on substantially all of the assets of Novanta Inc.

Fair Value of Debt

As of July 1, 2022 and December 31, 2021, the outstanding balance of the Company’s debt approximated its fair value based on current rates available
to the Company for debt of similar maturities. The fair value of the Company’s debt is classified as Level 2 under the fair value hierarchy.

10. Leases

Most leases held by the Company expire between 2022 and 2036. In the U.K., where longer lease terms are more common, the Company has a land
lease that extends through 2078. Certain leases include one or more options to renew, with renewal terms that can extend the lease term from one to 10 years,
and options to terminate the leases within one year. The exercise of lease renewal or termination options is at the Company’s sole discretion; therefore, the
majority of renewal options to extend the lease terms are not included in the Company’s right-of-use assets and operating lease liabilities as they are not
reasonably certain of being exercised. The Company regularly evaluates the renewal options and includes the renewal periods in the lease term when they are
reasonably certain of being exercised. The depreciable lives of the right-of-use assets and leasehold improvements are limited to the expected lease terms.

The following table summarizes the components of lease costs (in thousands):

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021

Operating lease cost $ 2,648 $ 1,964 $ 5392 $ 3,795
Finance lease cost

Amortization of right-of-use

assets 150 151 301 302

Interest on lease liabilities 78 86 157 173
Variable lease cost 353 324 618 559
Total lease cost $ 3229 $ 2,525 $ 6,468 $ 4,829
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The following table provides additional details of balance sheet information related to the Company’s leases (in thousands, except lease term and
discount rate):

July 1, December 31,
2022 2021
Operating leases
Operating lease right-of-use assets $ 45,575 $ 48,338
Current portion of operating lease liabilities $ 7,561 $ 7,334
Operating lease liabilities 42,580 45,700
Total operating lease liabilities $ 50,141 $ 53,034
Finance leases
Property, plant and equipment, gross $ 9,582 $ 9,582
Accumulated depreciation (5,369) (5,068)
Finance lease assets included in property, plant and equipment,
net $ 4,213 $ 4,514
Accrued expenses and other current liabilities $ 634 § 599
Other liabilities 4,996 5,309
Total finance lease liabilities $ 5,630 $ 5,908
Weighted-average remaining lease term (in years):
Operating leases 8.5 9.0
Finance leases 7.0 7.5
Weighted-average discount rate:
Operating leases 4.71% 4.72%
Finance leases 5.54% 5.54%

The following table provides additional details of cash flow information related to the Company’s leases (in thousands):

Six Months Ended

July 1, July 2,
2022 2021

Cash paid for amounts included in lease liabilities:

Operating cash flows from finance leases $ 157 °$ 173

Operating cash flows from operating leases $ 4,010 $ 3,252

Financing cash flows from finance leases $ 296 $ 9,024
Supplemental non-cash information:

Right-of-use assets obtained in exchange for new operating lease

liabilities $ 2931 $ 3,257

During the six months ended July 1, 2021, the Company paid $8.7 million upon the exercise of an option to purchase a building under a finance lease
agreement in Germany. The cash payment is presented as a cash outflow from financing activities in the consolidated statement of cash flows.
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Future minimum lease payments under operating and finance leases expiring subsequent to July 1, 2022, including operating leases associated with
facilities that have been vacated as a result of the Company’s restructuring actions, are summarized as follows (in thousands):

Year Ending December 31, Operating Leases Finance Leases

2022 (remainder of year) $ 4,814 $ 471
2023 8,855 930
2024 8,162 954
2025 7,817 954
2026 6,691 979
Thereafter 26,316 2,509
Total minimum lease payments 62,655 6,797

Less: Interest (12,514) (1,167)

Present value of lease liabilities $ 50,141 $ 5,630

11. Preferred and Common Shares and Share-Based Compensation
Preferred Shares

In May 2021, the Company’s shareholders approved a special resolution to amend the Company’s articles to authorize up to 7.0 million preferred shares
for future issuance. The Company’s Board of Directors is authorized to designate and issue one or more series of preferred shares, fix the rights, preferences
and designation, as deemed necessary or advisable, relating to the preferred shares, provided that no shares of any series may be entitled to more than one vote
per share. As of July 1, 2022, no preferred shares had been issued and outstanding.

Common Share Repurchases

In October 2018, the Company’s Board of Directors approved a share repurchase plan (the “2018 Repurchase Plan”), authorizing the repurchase of
$25.0 million worth of the Company’s common shares. During the six months ended July 1, 2022, the Company repurchased 80 thousand shares for an
aggregate purchase price of $9.5 million at an average price of $118.97 per share under the 2018 Repurchase Plan. As of July 1, 2022, the Company had
repurchased a cumulative total of 264 thousand shares under the 2018 Repurchase Plan for an aggregate purchase price of $25.0 million at an average price of
$94.57 per share. As of July 1, 2022, the Company had completed the 2018 Repurchase Plan.

In February 2020, the Company’s Board of Directors approved a new share repurchase plan (the “2020 Repurchase Plan”), authorizing the repurchase of
an additional $50.0 million worth of the Company’s common shares. During the six months ended July 1, 2022, the Company repurchase 4 thousand shares for
an aggregate purchase price of $0.5 million at an average price of $116.95 per share under the 2020 Repurchase Plan. As of July 1, 2022, the Company had
$49.5 million available for future share repurchases under the 2020 Repurchase Plan.

Share-Based Compensation Expense

The table below summarizes share-based compensation expense recorded in the consolidated statements of operations (in thousands):

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021
Selling, general and administrative $ 4,056 $ 3834 $ 9,257  $ 8,763
Research and development and engineering 494 515 1,194 1,242
Cost of revenue 531 686 1,404 1,674
Restructuring, acquisition, and related costs — — — —
Total share-based compensation expense $ 5081 $ 5035 $ 11,855  § 11,679
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Share-based compensation expense reported in selling, general and administrative expenses included expenses related to restricted stock units and
deferred stock units granted to the members of the Company’s Board of Directors of $1.1 million and $1.1 million during the six months ended July 1, 2022
and July 2, 2021, respectively.

Restricted Stock Units and Deferred Stock Units

The Company’s restricted stock units (“RSUs”) have generally been issued with vesting periods ranging from zero to five years and vest based solely on
service conditions. Accordingly, the Company recognizes compensation expense on a straight-line basis over the requisite service period. The Company reduces
the compensation expense by an estimated forfeiture rate which is based on anticipated forfeitures and historical forfeiture experience.

Deferred stock units (“DSUs”) are granted to the members of the Company’s Board of Directors. Compensation expense associated with the DSUs is
recognized in full on the date of grant, as the DSUs are fully vested and non-forfeitable upon grant. There were 88 thousand and 91 thousand DSUs outstanding
as of July 1, 2022 and December 31, 2021, respectively. Outstanding DSUs are included in the calculation of weighted average basic shares outstanding for the
respective periods.

The table below summarizes activities relating to RSUs and DSUs issued and outstanding under the Company’s Amended and Restated 2010 Incentive
Plan during the six months ended July 1, 2022:

Shares ‘Weighted

(In thousands) Date Fair Value
Unvested at December 31, 2021 292 $ 115.42
Granted 101§ 136.54
Vested (130) $ 115.17
Forfeited (10) 8 127.12
Unvested at July 1, 2022 253 § 123.71
Expected to vest as of July 1, 2022 231

The total fair value of RSUs and DSUs that vested during the six months ended July 1, 2022 was $17.4 million based on the market price of the
underlying shares on the date of vesting.

Performance Stock Units

The Company typically grants two types of performance-based stock awards, EPS-PSUs and TSR-PSUs, to certain members of the executive
management team on an annual basis. Both types of performance-based restricted stock units generally cliff vest on the first day following the end of the three-
year performance period.

The number of common shares to be issued upon settlement following the vesting of EPS-PSUs is determined based on the Company’s cumulative non-
GAAP EPS over a three-year performance period against the performance targets established by the Company’s Board of Directors at the time of grant and will
be in the range of zero to 200% of the target number of shares. The Company recognizes compensation expense ratably over the performance period based on
the number of shares that are deemed probable of vesting at the end of the three-year performance cycle. This probability assessment is performed quarterly and
the cumulative effect of a change in the estimated compensation expense, if any, is recognized in the consolidated statement of operations in the period in which
such determination is made.

The number of common shares to be issued upon settlement following the vesting of TSR-PSUs is determined based on the relative market performance
of the Company’s common shares compared to the Russell 2000 Index over a three-year performance period using a payout formula established by the
Company’s Board of Directors at the time of grant and will be in the range of zero to 200% of the target number of shares. The Company recognizes the related
compensation expense based on the fair value of the TSR-PSUs, determined using the Monte Carlo valuation method as of the grant date, on a straight-line
basis from the grant date to the end of the three-year performance period. Compensation expense will not be affected by the number of TSR-PSUs that will
ultimately vest at the end of the three-year performance period.
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In January 2022, the Company granted ATI-PSUs to ATI employees. The number of common shares to be issued upon settlement following vesting is
determined based on a performance matrix for a four-year performance period against certain performance targets and will be in the range of zero to 100% of
the target number of shares. The Company recognizes compensation expense ratably over the performance period based on the number of shares that are
deemed probable of vesting at the end of the four-year performance cycle. This probability assessment is performed quarterly and the cumulative effect of a
change in the estimated compensation expense, if any, is recognized in the consolidated statements of operations in the period in which such determination is
made.

The table below summarizes the activities relating to the performance-based awards issued and outstanding under the Company’s Amended and
Restated 2010 Incentive Plan during the six months ended July 1, 2022:

Shares Weighted

(in thousands) Date Fair Value
Unvested at December 31, 2021 162 $ 122.26
Granted 102 S 158.55
Vested “41) $ 108.58
Forfeited ®) $ 153.47
Unvested at July 1, 2022 215 % 144.12
Expected to vest as of July 1, 2022 210

The unvested PSUs are shown at target in the table above. As of July 1, 2022, the maximum number of common shares to be earned under these PSU
grants was approximately 337 thousand shares.

The total fair value of PSUs that vested during the six months ended July 1, 2022 was $7.2 million based on the market price of the underlying common
shares on the date of vesting.

The fair value of the TSR-PSUs at the date of grant was estimated using the Monte Carlo valuation method with the following assumptions:

Six Months Ended

July 1,2022
Grant-date stock price $ 135.86
Expected volatility 40.70%
Risk-free interest rate 1.69%
Expected annual dividend yield —
Fair value $ 141.52
Stock Options

In February 2022, the Company granted 40 thousand stock options to certain members of the executive management team to purchase common shares
of the Company at a strike price equal to the closing market price of the Company’s common shares on the date of grant. The stock options vest ratably over a
three-year period from the date of grant and expire on the seventh anniversary of the date of grant. The Company estimates the fair value of stock options using
the Black-Scholes valuation model. The Company recognizes compensation expense related to the stock options on a straight-line basis over the vesting period
in the consolidated statement of operations.
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The table below summarizes activities relating to stock options issued and outstanding under the Company’s Amended and Restated 2010 Incentive Plan
during the six months ended July 1, 2022:

Shares Weighted

(In thousands) Average Exercise Price
Outstanding as of December 31, 2021 60 $ 14.13
Granted 40 $ 135.86
Exercised — 5 —
Forfeited or expired — 3 —
Outstanding as of July 1, 2022 100 § 62.77
Exercisable as of July 1, 2022 60
Expected to vest as of July 1, 2022 40

The aggregate Black-Scholes fair value of $1.9 million for the stock options granted during the six months ended July 1, 2022 was estimated using the
following assumptions as of the grant date:

Six Months Ended

July 1, 2022
Expected option term in year 4.5
Expected volatility 39.3%
Risk-free interest rate 1.83%

Expected annual dividend yield —

The expected option term was calculated using the simplified method permitted under Codification of Staff Accounting Bulletins Topic 14, “Share-
Based Payment”. The expected volatility was determined based on the historical volatility of the Company’s common shares over the expected option term.
Risk-free interest rate was based upon treasury instrument whose term was half year longer than the expected option term. The expected annual dividend yield
is zero as the Company does not have plans to issue dividends.

12. Income Taxes

The Company determines its estimated annual effective tax rate at the end of each interim period based on full-year forecasted pre-tax income and facts
known at that time. The estimated annual effective tax rate is applied to the year-to-date pre-tax income at the end of each interim period with the cumulative
effect of any changes in the estimated annual effective tax rate being recorded in the period in which the changes are determined. The tax effect of significant
unusual items is reflected in the period in which they occur. Since the Company is incorporated in Canada, it is required to use Canada’s statutory tax rate of
29.0% in the determination of the estimated annual effective tax rate.

The Company maintains a valuation allowance on balances of certain U.S. state net operating losses and certain non-U.S. tax attributes that the
Company has determined are not more likely than not to be realized. A valuation allowance is required when, based upon an assessment of various factors,
including recent operating loss history, anticipated future earnings, and prudent and reasonable tax planning strategies, it is more likely than not that some
portion of the deferred tax assets will not be realized. In conjunction with the Company’s ongoing review of its actual results and anticipated future earnings,
the Company continuously reassesses the possibility of adding a new or additional valuation allowance or releasing the valuation allowance currently in place
on its deferred tax assets.

The Company’s effective tax rate of 15.8% for the three months ended July 1, 2022 differs from the Canadian statutory tax rate of 29.0% primarily due
to the mix of income earned in jurisdictions with varying tax rates, estimated deductions for Foreign Derived Intangible Income, U.K. patent box deductions,
and R&D tax credits, partially offset by disallowed compensation and uncertain tax position accruals.
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The Company’s effective tax rate of 12.4% for the six months ended July 1, 2022 differs from the Canadian statutory tax rate of 29.0% primarily due to
the mix of income earned in jurisdictions with varying tax rates, estimated deductions for Foreign Derived Intangible Income, U.K. patent box deductions,
R&D tax credits, and windfall tax benefits upon vesting of certain share-based compensation awards during the period, partially offset by disallowed
compensation and uncertain tax position accruals. For the six months ended July 1, 2022, the windfall tax benefits upon vesting of certain share-based
compensation awards had a benefit of 1.4% on the Company’s effective tax rate.

Beginning in January 2022, the Tax Cuts and Jobs Act of 2017 (“TCJA”) requires research and development (“R&D”’) expenditures be capitalized and
amortized for income tax purposes over five years for domestic research and fifteen years for foreign research, rather than being deducted as incurred. This has
the effect of increasing the Company’s cash taxes and deferred tax assets. Since January 2022, the Company has recognized deferred tax assets of $6.3 million
for the relevant R&D expenditures. This provision also has an indirect benefit of 3% on the Company’s effective tax rate for the six months ended July 1, 2022,
as the Company’s estimated Foreign Derived Intangible Income deduction has increased as a result of increased US taxable income. The provision for income
taxes for both the three months and the six months ended July 1, 2022 reflects the impact of the TCJA.

The Company’s effective tax rate of 19.2% for the three months ended July 2, 2021 differs from the Canadian statutory tax rate of 29.0% primarily due
to the mix of income earned in jurisdictions with varying tax rates, estimated deductions for Foreign Derived Intangible Income, U.K. patent box deductions,
other tax credits, and a release of uncertain tax position reserves, partially offset by the revaluation of long term deferred tax balances resulting from the U.K.
corporate tax rate change.

The Company’s effective tax rate of 3.5% for the six months ended July 2, 2021 differs from the Canadian statutory tax rate of 29.0% primarily due to
the mix of income earned in jurisdictions with varying tax rates, estimated deductions for Foreign Derived Intangible Income, U.K. patent box deductions, other
tax credits, a release of uncertain tax position reserves, and windfall tax benefits upon vesting of certain share-based compensation awards, partially offset by
the revaluation of long term deferred tax balances resulting from the U.K. corporate tax rate change during the period. For the six months ended July 2, 2021,
the windfall tax benefits upon vesting of certain share-based compensation awards had a benefit of 14.7% on the Company’s effective tax rate.

13. Restructuring, Acquisition, and Related Costs

The following table summarizes restructuring, acquisition, and related costs in the accompanying consolidated statements of operations (in thousands):

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021
2020 restructuring $ 610 $ 1,165 $ 1,232 § 2,503
2019 restructuring — — — 208
Total restructuring charges 610 1,165 1,232 2,711
Acquisition and related charges 2,045 3,469 (207) 5,654
Total restructuring, acquisition, and related costs $ 2,655 § 4,634 § 1,025 $ 8,365

2020 Restructuring

As aresult of the Company’s ongoing evaluations and efforts to reduce its operating costs, while improving efficiency and effectiveness, the Company
initiated the 2020 restructuring program in the third quarter of 2020. This program is focused on reducing operating complexity in the Company, including
reducing infrastructure costs and streamlining the Company’s operating model to better serve its customers. In addition, the program is focused on cost
reduction actions that improve gross margins for the overall company. During the three and six months ended July 1, 2022, the Company recorded $0.6 million
and $1.2 million, respectively, in severance and other costs in connection with the 2020 restructuring program. As of July 1, 2022, the Company had incurred
cumulative costs related to this restructuring plan totaling $9.3 million. The Company anticipates substantially completing the 2020 restructuring program in the
fourth quarter of 2022 and expects to incur additional restructuring charges of $3.0 million to $3.5 million related to the 2020 restructuring program.
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The following table summarizes restructuring costs associated with the 2020 restructuring program by reportable segment (in thousands):

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021
Photonics $ 501 $ 195 $ 1,194 $ 490
Vision 65 275 106 697
Precision Motion 44 695 (68) 1,316
Unallocated Corporate and Shared Services — — — —
Total $ 610 3 1,165 § 1,232 § 2,503
2019 Restructuring

During the fourth quarter of 2018, the Company implemented a restructuring plan intended to realign operations, reduce costs, achieve operational
efficiencies and focus resources on growth initiatives (the “2019 restructuring plan”). The Company did not incur any costs related to the 2019 restructuring
plan during the three and six months ended July 1, 2022. As of December 31, 2021, the Company incurred cumulative costs related to this restructuring plan
totaling $9.0 million. The 2019 restructuring program was completed in 2021.

Roliforward of Accrued Expenses Related to Restructuring

The following table summarizes the accrual activities, by component, related to the Company’s restructuring plans recorded in the accompanying
consolidated balance sheets (in thousands):

Total Employee Related Facility Other
Balance at December 31, 2021 $ 2,686 $ 2,107 $ 550 $ 29
Restructuring charges 1,232 294 804 134
Cash payments (1,819) (959) (743) (117)
Non-cash charges and other adjustments (155) (74) (79) 2)
Balance at July 1, 2022 $ 1,944 $ 1,368  $ 532§ 44

Acquisition and Related Charges

Acquisition costs in connection with business combinations, including finders’ fees, legal, valuation, and other professional or consulting fees, totaled
$0.2 million and $0.3 million for the three and six months ended July 1, 2022, respectively, and $1.6 million and $1.8 million for the three months and six
months ended July 2, 2021, respectively. The Company incurred zero costs for the three and six months ended July 1, 2022, and $0.8 million and $1.8 million
in legal costs for the three and six months ended July 2, 2021 related to a dispute involving a company that was acquired in 2019. During the three and six
months ended July 1, 2022, the Company recognized $1.8 million and ($0.5) million, respectively, of earn-out expenses related to prior-year acquisitions.
During the three and six months ended July 2, 2021, the Company recognized $0.9 million and $1.9 million, respectively, of earn-out expenses related to prior-
year acquisitions. The majority of acquisition and related costs for the three and six months ended July 1, 2022 were included in the Company’s Precision
Motion, Photonics, and Unallocated Corporate and Shared Services reportable segments. The majority of acquisition and related costs for the three and six
months ended July 2, 2021 were included in the Company’s Precision Motion, Vision, and Unallocated Corporate and Shared Services reportable segments.

14. Commitments and Contingencies
Purchase Commitments

There have been no material changes to the Company’s purchase commitments since December 31, 2021.
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Legal Contingencies

The Company is subject to various legal proceedings and claims that arise in the ordinary course of business. The Company reviews the status of each
significant matter and assesses the potential financial exposure on a quarterly basis. If the potential loss from any claim or legal proceeding is considered
probable and the amount can be reasonably estimated, the Company accrues a liability for the estimated loss. Significant judgment is required in both the
determination of probability and the determination as to whether an exposure is reasonably estimable. Because of uncertainties related to these matters, accruals
are based only on the best information available as of the date of the consolidated balance sheet. As additional information becomes available, the Company
reassesses the potential liability related to any pending claims and litigations and may revise its estimates. When a material loss contingency is reasonably
possible but not probable, the Company does not record a liability, but instead discloses the nature and the amount of the claim, and an estimate of the potential
loss or a range of potential losses, if such an estimate can be reasonably made. Legal fees are expensed as incurred. The Company does not believe that the
outcome of these claims will have a material adverse effect on its consolidated financial statements but there can be no assurance that any such claims, or any
similar claims, would not have a material adverse effect on the consolidated financial statements.

Guarantees and Indemnifications

In the normal course of its operations, the Company executes agreements that provide for indemnification and guarantees to counterparties in
transactions such as business dispositions, sale of assets, sale of products and operating leases. Additionally, the by-laws of the Company require it to indemnify
certain current or former directors, officers, and employees of the Company against expenses incurred by them in connection with each proceeding in which
they are involved as a result of serving or having served in certain capacities. Indemnification is not available with respect to a proceeding as to which it has
been adjudicated that the person did not act in good faith in the reasonable belief that the action was in the best interests of the Company. Certain of the
Company’s officers and directors are also a party to indemnification agreements with the Company. These indemnification agreements provide, among other
things, that the director or officer shall be indemnified to the fullest extent permitted by applicable law against all expenses, judgments, fines and amounts paid
in settlement actually and reasonably incurred by such director or officer in connection with any proceeding by reason of their relationship with the Company.
In addition, the indemnification agreements provide for the advancement of expenses incurred by such director or officer in connection with any proceeding
covered by the indemnification agreement, subject to the conditions set forth therein and to the extent such advancement is not prohibited by law. The
indemnification agreements also set out the procedures for determining entitlement to indemnification, the requirements relating to notice and defense of claims
for which indemnification is sought, the procedures for enforcement of indemnification rights, the limitations on and exclusions from indemnification, and the
minimum levels of directors and officers liability insurance to be maintained by the Company.

15. Segment Information
Reportable Segments

The Company’s Chief Operating Decision Maker (“CODM?”) utilizes financial information to make decisions about allocating resources and assessing
performance for the entire Company. The Company evaluates the performance of and allocates resources to its segments based on revenue, gross profit and
operating profit. The Company’s reportable segments have been identified based on commonality and adjacency of technologies, applications and customers
amongst the Company’s individual product lines. The Company determined that disclosing revenue by specific product was impracticable due to the highly
customized and extensive portfolio of technologies offered to customers.

Based upon the information provided to the CODM, the Company has determined that it operates in three reportable segments: Photonics, Vision, and
Precision Motion. The reportable segments and their principal activities are described below.

Photonics

The Photonics segment designs, manufactures and markets photonics-based solutions, including laser scanning, laser beam delivery, CO2 laser, solid
state laser, ultrafast laser, and optical light engine products, to customers worldwide. The segment serves highly demanding photonics-based applications for
advanced industrial processes, metrology, medical and life science imaging, DNA sequencing, and medical laser procedures, particularly ophthalmology
applications. The vast majority of the segment’s product
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offerings are sold to OEM customers. The segment sells these products both directly, utilizing a highly technical sales force, and indirectly, through resellers
and distributors.

Vision

The Vision segment designs, manufactures and markets a range of medical grade technologies, including medical insufflators, pumps and related
disposables; visualization solutions; wireless technologies, video recorder and video integration technologies for operating room integrations; optical data
collection and machine vision technologies; radio frequency identification (“RFID”) technologies; thermal chart recorders; spectrometry technologies; and
embedded touch screen solutions. The vast majority of the segment’s product offerings are sold to OEM customers. The segment sells these products both
directly, utilizing a highly technical sales force, and indirectly, through resellers and distributors.

Precision Motion

The Precision Motion segment designs, manufactures and markets optical and inductive encoders, precision motors, servo drives and motion control
solutions, integrated stepper motors, intelligent robotic end-of-arm technology solutions, air bearings, and air bearing spindles to customers worldwide. The
vast majority of the segment’s product offerings are sold to OEM customers. The segment sells these products both directly, utilizing a highly technical sales
force, and indirectly, through resellers and distributors.

Reportable Segment Financial Information

Revenue, gross profit, gross profit margin, operating income (loss), and depreciation and amortization expenses by reportable segment were as follows
(in thousands, except percentage data):

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,

Revenue 2022 2021 2022 2021
Photonics $ 69,461 $ 62,357 $ 132,243 $ 120,851
Vision 65,516 63,447 127,566 131,083
Precision Motion 80,379 41,719 159,763 78,173

Total $ 215,356 $ 167,523 $ 419,572 $ 330,107

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,

Gross Profit 2022 2021 2022 2021
Photonics $ 31,182 $ 29,593 $ 59,569 $ 57,702
Vision 26,535 24,443 51,765 51,369
Precision Motion 38,864 20,874 77,014 36,951
Unallocated Corporate and Shared Services (1,336) (2,504) (2,827) (4,876)

Total $ 95,245 $ 72,406 $ 185,521 $ 141,146

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,

Gross Profit Margin 2022 2021 2022 2021
Photonics 44.9% 47.5% 45.0% 47.7%
Vision 40.5% 38.5% 40.6% 39.2%
Precision Motion 48.4% 50.0% 48.2% 47.3%

Total 44.2% 43.2% 44.2% 42.8%
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Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
Operating Income (Loss) 2022 2021 2022 2021
Photonics $ 13,996 $ 14,196 $ 27,431 $ 26,591
Vision 7,024 3,206 12,066 6,572
Precision Motion 14,083 12,279 32,421 19,724
Unallocated Corporate and Shared Services (11,812) (13,689) (24,344) (25,796)
Total $ 23,291 $ 15,992 $ 47,574 $ 27,091
Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
Depreciation and Amortization Expenses 2022 2021 2022 2021
Photonics $ 2,697 $ 2,905 $ 5,474 $ 5,803
Vision 4,322 5,279 8,749 10,554
Precision Motion 6,678 1,618 13,415 3,225
Unallocated Corporate and Shared Services 114 73 217 142
Total $ 13,811 $ 9,875 $ 27,855 $ 19,724

Revenue by Geography

The Company aggregates geographic revenue based on the customer locations where products are shipped to. Revenue by geography was as follows (in
thousands):

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021
United States $ 86,649 $ 59,497 $ 169,355 $ 118,727
Germany 33,123 23,773 64,901 46,135
Rest of Europe 37,918 35,600 71,260 71,175
China 29,871 23,506 56,670 46,057
Rest of Asia-Pacific 23,090 22,762 47,585 43,509
Other 4,705 2,385 9,801 4,504
Total $ 215356 $ 167,523  $ 419572 $ 330,107

The majority of revenue from Photonics, Vision and Precision Motion segments is generated from sales to customers within the United States and
Europe. Each segment also generates revenue across the other geographies, with no significant concentration of any segment’s remaining revenue.

Revenue by End Market

The Company primarily operates in two end markets: the medical market and the advanced industrial market. Revenue by end market was
approximately as follows:

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021
Medical 47% 52% 47% 53%
Advanced Industrial 53% 48% 53% 47%
Total 100% 100% 100% 100%

The majority of revenue from the Photonics and Precision Motion segments is generated from sales to customers in the advanced industrial market. The
majority of revenue from the Vision segment is generated from sales to customers in the medical market.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Management's Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) should be read in conjunction with the
Consolidated Financial Statements and Notes included in Item 1 of this Quarterly Report on Form 10-Q. The MD&A contains certain forward-looking
statements within the meaning of the United States Private Securities Litigation Reform Act of 1995, Section 274 of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1934, as amended. In addition to historical financial information, the following discussion and analysis contains
forward-looking statements that involve risks, uncertainties and assumptions. These forward-looking statements include, but are not limited to the anticipated
impacts of the COVID-19 pandemic on our business, our financial results and our financial condition; our belief that the Purchasing Managers Index (“PMI”)
may provide an indication of the impact of general economic conditions on our sales into the advanced industrial end market; our strategy,; anticipated
financial performance; expected liquidity and capitalization; drivers of revenue growth and our growth expectations in various markets;, management § plans
and objectives for future operations, expenditures and product development, and investments in research and development,; business prospects; potential of
future product releases and expansion of our product and service offerings; anticipated revenue performance; industry trends, market conditions; our
competitive positions, changes in economic and political conditions, including supply chain constraints; changes in accounting principles; changes in actual or
assumed tax liabilities, expectations regarding tax exposures, anticipated reinvestment of future earnings and dividend policy, anticipated expenditures in
regard to the Company s benefit plans; future acquisitions; integration and anticipated benefits from acquisitions and dispositions; anticipated economic
benefits, costs and timelines of restructuring programs, ability to repay our indebtedness; our intentions regarding the use of cash; expectations regarding legal
and regulatory environmental requirements and our compliance thereto,; and other statements that are not historical facts. Our actual results could differ
materially from those anticipated in these forward-looking statements as a result of various important factors, including, but not limited to, the following:
economic and political conditions and the effects of these conditions on our customers’businesses, capital expenditures and level of business activities, risks
associated with the COVID-19 pandemic and other events outside of our control; our dependence upon our ability to respond to fluctuations in product
demand; our ability to continually innovate, introduce new products timely, and successfully commercialize our innovations, customer order timing and other
similar factors beyond our control; disruptions or breaches in security of our and our third-party providers’ information technology systems, our failure to
comply with data privacy regulations; changes in interest rates, credit ratings or foreign currency exchange rates; risks associated with our operations in
foreign countries; our increased use of outsourcing in foreign countries, risks associated with increased outsourcing of components manufacturing; our
exposure to increased tariffs, trade restrictions or taxes on our products; negative effects on global economic conditions, financial markets and our business as
a result of the United Kingdom s withdrawal from the European Union, violations of our intellectual property rights and our ability to protect our intellectual
property against infringement by third parties; risk of losing our competitive advantage; our failure to successfully integrate recent and future acquisitions into
our business, our ability to attract and retain key personnel; our restructuring and realignment activities and disruptions to our operations as a result of
consolidation of our operations, product defects or problems integrating our products with other vendors’ products; disruptions in the supply of certain key
components or other goods from our suppliers; our failure to accurately forecast component and raw material requirements leading to excess inventories or
delays in the delivery of our products; production difficulties and product delivery delays or disruptions; our exposure to medical device regulations, which
may impede or hinder the approval or sale of our products and, in some cases, may ultimately result in an inability to obtain approval of certain products or
may result in the recall or seizure of previously approved products; potential penalties for violating foreign and U.S. federal and state healthcare laws and
regulations; impact of healthcare industry cost containment and healthcare reform measures; changes in governmental regulations affecting our business or
products; our failure to implement new information technology systems and software successfully; our failure to realize the full value of our intangible assets;
increasing scrutiny and changing expectations from investors, customers, and governments with respect to Environmental, Social and Governance policies and
practices, our exposure to the credit risk of some of our customers and in weakened markets; our reliance on third party distribution channels; our reliance on
original equipment manufacturer customers, being subject to U.S. federal income taxation even though we are a non-U.S. corporation; changes in tax laws and
fluctuations in our effective tax rates; any need for additional capital to adequately respond to business challenges or opportunities and repay or refinance our
existing indebtedness, which may not be available on acceptable terms or at all; our existing indebtedness limiting our ability to engage in certain activities;
volatility in the market price for our common shares; and our failure to maintain appropriate internal controls in the future. Other important risk factors that
could affect the outcome of the events set forth in these statements and that could affect the Company s operating results and financial condition are discussed
in Item 14 of our Annual Report on Form 10-K for the fiscal year ended December 31, 2021 under the heading “Risk Factors”, as updated in our other filings
with the Securities and Exchange Commission. In this Quarterly Report on Form 10-Q, the words “expects,” “intends,” “anticipates,” “estimates,’
“believes,” “‘future,” “plans,” “aims,” “would,” “could,” “should,” “potential,” “continues,” and similar words or expressions (as well as other words or
expressions referencing future events, conditions or circumstances) identify forward-looking statements. Readers should not place undue reliance on any such
forward-looking statements, which speak only as of the date they are made. Management and the Company disclaim any obligation to publicly update or revise
any such forward-looking statements to reflect any changes in its expectations or in events, conditions, or circumstances on which any such statements may be
based, or that may affect the likelihood that actual results will differ from those contained in the forward-looking statements, except as required under
applicable law.
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Accounting Period

ELTS CLINT3
s

The interim consolidated financial statements of Novanta Inc. and its subsidiaries (collectively referred to as the “Company”, “Novanta”, “we”, “us”,
“our”) are prepared for each quarterly period ending on the Friday closest to the end of the calendar quarter, except for the fourth quarter which always ends on
December 31.

Business Overview

We are a leading global supplier of core technology solutions that give medical and advanced industrial original equipment manufacturers (“OEMs”) a
competitive advantage. We combine deep proprietary technology expertise and competencies in photonics, vision and precision motion with a proven ability to
solve complex technical challenges. This enables us to engineer core components and sub-systems that deliver extreme precision and performance, tailored to
our customers' demanding applications.

Reportable Segments

We operate in three reportable segments: Photonics, Vision, and Precision Motion. The reportable segments and their principal activities are summarized
below.

Photonics

Our Photonics segment designs, manufactures and markets photonics-based solutions, including laser scanning, laser beam delivery, CO2 laser, solid
state laser, ultrafast laser, and optical light engine products, to customers worldwide. The segment serves highly demanding photonics-based applications for
advanced industrial processes, metrology, medical and life science imaging, DNA sequencing, and medical laser procedures, particularly ophthalmology
applications. The vast majority of the segment’s product offerings are sold to OEM customers. The segment sells these products both directly, utilizing a highly
technical sales force, and indirectly, through resellers and distributors.

Vision

Our Vision segment designs, manufactures and markets a range of medical grade technologies, including medical insufflators, pumps and related
disposables; visualization solutions; wireless technologies, video recorder and video integration technologies for operating room integrations; optical data
collection and machine vision technologies; radio frequency identification (“RFID”) technologies; thermal chart recorders; spectrometry technologies; and
embedded touch screen solutions. The vast majority of the segment’s product offerings are sold to OEM customers. The segment sells these products both
directly, utilizing a highly technical sales force, and indirectly, through resellers and distributors.

Precision Motion

Our Precision Motion segment designs, manufactures and markets optical and inductive encoders, precision motors, servo drives and motion control
solutions, integrated stepper motors, intelligent robotic end-of-arm technology solutions, air bearings, and air bearing spindles to customers worldwide. The
vast majority of the segment’s product offerings are sold to OEM customers. The segment sells these products both directly, utilizing a highly technical sales
force, and indirectly, through resellers and distributors.

End Markets

We primarily operate in two end markets: the medical market and the advanced industrial market.

Medical Market

For the six months ended July 1, 2022, the medical market accounted for approximately 47% of our revenue. Revenue from our products sold to the
medical market is generally affected by hospital and other healthcare provider capital spending, growth rates of surgical procedures, changes in regulatory
requirements and laws, aggregation of purchasing by healthcare networks, changes in technology requirements, timing of OEM customers’ product
development and new product launches, changes in customer or patient preferences, and general demographic trends.
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Advanced Industrial Market

For the six months ended July 1, 2022, the advanced industrial market accounted for approximately 53% of our revenue. Revenue from our products
sold to the advanced industrial market is affected by several factors, including changing technology requirements and preferences of our customers,
productivity or quality investments in a manufacturing environment, financial conditions of our customers, changes in regulatory requirements and laws, and
general economic conditions. We believe that the Purchasing Managers Index (PMI) on manufacturing activities specific to different regions around the world
may provide an indication of the impact of general economic conditions on our sales into the advanced industrial market.

Strategy
Our strategy is to drive sustainable, profitable growth through short-term and long-term initiatives, including:

. disciplined focus on our diversified business model of providing components and sub-systems to long life-cycle OEM customer platforms in
attractive medical and advanced industrial niche markets;

. improving our business mix to increase medical sales as a percentage of total revenue by:

- introducing new products aimed at attractive medical applications, such as minimally invasive and robotic surgery, ophthalmology,
patient monitoring, drug delivery, clinical laboratory testing and life science equipment;

- deepening our key account management relationships with and driving cross selling of our product offerings to leading medical
equipment manufacturers; and

- pursuing complementary medical technology acquisitions;

. increasing our penetration of high growth advanced industrial applications, such as laser materials processing, intelligent end-of-arm robotic
technology solutions, robotics, laser additive manufacturing, automation and metrology, by working closely with OEM customers to launch
application specific products that closely match the requirements of each application;

. broadening our portfolio of enabling proprietary technologies and capabilities through increased investment in new product development, and
investments in application development to further penetrate existing customers, while expanding the applicability of our solutions to new
markets;

. broadening our product and service offerings through the acquisition of innovative and complementary technologies and solutions in medical and
advanced industrial technology applications;

*  expanding sales and marketing channels to reach new target customers;

. improving our existing operations to expand profit margins and improve customer satisfaction by implementing lean manufacturing principles,
strategic sourcing across our major production sites; and optimizing and limiting the growth of our fixed cost base; and

e attracting, retaining, and developing world-class talented and motivated employees.

Significant Events and Updates

Amendment to Third Amended and Restated Credit Agreement

On March 10, 2022, we entered into an amendment (the “Fifth Amendment”) to the third amended and restated credit agreement, dated as of December
31, 2019 (as amended, the “Credit Agreement”). The Fifth Amendment amends the Credit Agreement to extend the maturity date thereof from December 31,
2024 to March 10, 2027, update the pricing grid, replace LIBOR with SOFR as the reference rate for U.S. dollar borrowings, and increase the uncommitted
accordion option from $200 million to $350 million.

Impact of COVID-19 on Our Business

In response to the COVID-19 pandemic, we have taken proactive, aggressive actions to protect the health and safety of our employees. We established
steering committees at both the corporate level and at each of our major facilities to provide leadership for and manage our COVID-19 risk mitigation actions
and countermeasures. We established rigorous safety measures in all of our facilities and have adapted our COVID-19 safety measures as the pandemic and
related government mandates evolved over the past
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two years. We expect to continue some of these measures until we determine that the COVID-19 pandemic is adequately contained for purposes of our
business. We may take further actions as government authorities require or recommend or as we determine to be in the best interest of our employees. In
connection with our COVID-19 remediation actions, we have incurred additional costs to protect the health of our employees, including investments in
technologies and monitoring equipment, weekly testing of unvaccinated employees for COVID-19 at certain locations and rearranging some of our facilities to
accommodate social distancing and flexible post-pandemic work environment.

Infection rates and the corresponding public health restrictions vary across the countries in which we operate. Many governmental authorities have
continued to implement numerous evolving measures to try to contain the virus, such as travel bans and restrictions, masking recommendations and mandates,
vaccine recommendations and mandates, limitations on gatherings, mandatory quarantines, shelter-in-place orders, and business shutdowns. While COVID-19
restrictions have been relaxed in the U.S. and Europe, in response to outbreaks of infection in various locations within China, governmental authorities have
implemented lockdown orders in some areas, significantly slowing economic and business activities. Our manufacturing and distribution operations in Suzhou,
China have been impacted to a limited degree by these recent lockdowns. The extent to which government lockdowns in China or any other country will impact
our business and our financial results will depend on future developments, which are highly uncertain and cannot be reasonably estimated at this time.

Through July 1, 2022, we have experienced disruptions to our supply chain as a result of the COVID-19 pandemic and global electronics and other raw
material shortages. While we regularly monitor the manufacturing output of companies in our supply chain, disruptions to our suppliers and/or sub-suppliers
caused by these events could further challenge our ability to obtain raw materials or components required to manufacture our products, adversely affecting our
operations and customer relationships.

To mitigate the risk of any potential supply interruptions from the COVID-19 pandemic and the global electronics and other raw material shortages, we
are identifying alternative suppliers and distributors, sourcing raw materials from different supplier and distributor locations, modifying our product designs
where feasible to allow for alternative components to be used without compromising quality, performance or other requirements, in-sourcing production of
parts where feasible, and taking other actions to ensure a sustainable supply of raw materials. Despite our mitigation actions, if certain suppliers cannot produce
a key part or component for us, or if the receipt of certain materials is otherwise delayed, we may miss our scheduled shipment deadlines and our relationship
with customers may be harmed.

Additionally, restrictions on or disruptions of transportation, such as reduced availability of air transports, port closures and backlogs, and increased
border controls or closures, have resulted in higher costs and delays, both for obtaining raw materials from suppliers and for shipping finished products to
customers.

The COVID-19 pandemic and the global electronics and other raw material shortages have caused inflationary pressures on the market prices for certain
of our parts and primary raw materials as well as increases in the costs of labor, freight, packaging, energy and other consumables that are used in our
manufacturing processes. We have generally been able to offset increases in these costs through various productivity and cost reduction initiatives, as well as
adjusting our selling prices to pass through some of these higher costs to our customers; however, our ability to raise our selling prices depends on market
conditions and competitive dynamics. Given the timing of our actions compared to the timing of these inflationary pressures, there may be periods during
which we are unable to fully recover the increases in our costs.

Russia Ukraine Conflict

In February 2022, Russian forces invaded Ukraine. In response, the United States, the European Union, and several other countries imposed economic
and trade sanctions and other restrictions (collectively, “global sanctions”) targeting Russia and Belarus. Russia then imposed retaliatory economic measures
against the United States, the European Union, and several other countries.

Our sales to Russia are not material. We continue to assess the conflict and related global sanctions and take steps to attempt to mitigate the potential
negative impact on our business. Any longer-term impact to our business is currently unknown due to the uncertainty around the duration of the conflict, any
further global sanctions and their broader impact on the global economy and inflation.
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Results of Operations for the Three and Six Months Ended July 1, 2022 Compared with the Three and Six Months Ended July 2, 2021

The following table sets forth our unaudited results of operations as a percentage of revenue for the periods indicated:

Revenue

Cost of revenue

Gross profit

Operating expenses:
Research and development and engineering
Selling, general and administrative
Amortization of purchased intangible assets
Restructuring, acquisition, and related costs

Total operating expenses

Operating income

Interest income (expense), net

Foreign exchange transaction gains (losses), net

Other income (expense), net

Income before income taxes

Income tax provision (benefit)

Consolidated net income

Overview of Financial Results

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021
100.0% 100.0% 100.0% 100.0%
55.8 56.8 55.8 57.2
44.2 43.2 44.2 42.8
10.0 10.1 10.1 10.8
18.8 18.6 19.0 19.1
33 2.1 3.5 2.2
1.2 2.8 0.2 2.5
33.4 33.7 32.9 34.6
10.8 9.5 11.3 8.2
(1.3) (0.8) (1.4) (0.8)
0.1 (0.0) 0.1 (0.1)
0.0 0.1) (0.1) (0.1)
9.6 8.6 9.9 7.2
1.5 1.7 1.2 0.3
8.1% 7.0% 8.7% 7.0%

Total revenue of $215.4 million for the three months ended July 1, 2022 increased $47.8 million, or 28.6%, from the prior year period primarily due to
revenue from prior year acquisitions and increased demand in the advanced industrial and medical markets. The effect of our prior year acquisitions resulted in
an increase in revenue of $34.9 million, or 20.9%. In addition, foreign currency exchange rates adversely impacted our revenue by $8.6 million, or 5.2%, for

the three months ended July 1, 2022.

Total revenue of $419.6 million for the six months ended July 1, 2022 increased $89.5 million, or 27.1%, from the prior year period primarily due to
revenue from prior year acquisitions and increased demand in the advanced industrial and medical markets. The effect of our prior year acquisitions resulted in
an increase in revenue of $67.8 million, or 20.5%. In addition, foreign currency exchange rates adversely impacted our revenue by $11.9 million, or 3.6%, for

the six months ended July 1, 2022.

Operating income of $23.3 million for the three months ended July 1, 2022 increased $7.3 million, or 45.6%, from the prior year period. This increase
was attributable to an increase in gross profit of $22.8 million primarily attributable to higher revenue, an increase in gross profit margin, and a decrease in
restructuring, acquisition, and related charges of $2.0 million, partially offset by an increase in research and development and engineering (“R&D”) expenses of
$4.6 million, an increase in selling, general and administrative (“SG&A”) expenses of $9.3 million and an increase in amortization expense of $3.6 million.

Operating income of $47.6 million for the six months ended July 1, 2022 increased $20.5 million, or 75.6%, from the prior year period. This increase
was attributable to an increase in gross profit of $44.4 million primarily attributable to higher revenue, an increase in gross profit margin, and a decrease in
restructuring, acquisition, and related charges of $7.3 million, partially offset by an increase in R&D expenses of $6.9 million, an increase in SG&A expenses

of $17.0 million and an increase in amortization expense of $7.4 million.

Basic earnings per common share (“Basic EPS”) of $0.49 for the three months ended July 1, 2022 increased $0.16 from the prior year period. Diluted
earnings per common share (‘“Diluted EPS”) of $0.49 for the three months ended July 1, 2022 increased $0.16 from the prior year period. The increases were

primarily attributable to an increase in operating income.

Basic EPS of $1.02 for the six months ended July 1, 2022 increased $0.37 from the prior year period. Diluted EPS of $1.01 for the six months ended
July 1, 2022 increased $0.37 from the prior year period. The increases were primarily attributable to an increase in operating income, partially offset by an

increase in income tax provision.
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Revenue

The following table sets forth external revenue by reportable segment for the periods noted (dollars in thousands):

Three Months Ended
July 1, July 2, Increase Percentage
2022 2021 (Decrease) Change
Photonics $ 69,461 $ 62,357 $ 7,104 11.4%
Vision 65,516 63,447 2,069 33%
Precision Motion 80,379 41,719 38,660 92.7%
Total $ 215,356 $ 167,523 $ 47,833 28.6%
Six Months Ended
July 1, July 2, Increase Percentage
2022 2021 (Decrease) Change
Photonics $ 132,243 $ 120,851 $ 11,392 9.4%
Vision 127,566 131,083 (3,517) 2.7)%
Precision Motion 159,763 78,173 81,590 104.4%
Total $ 419,572 $ 330,107 $ 89,465 27.1%
Photonics

Photonics segment revenue for the three months ended July 1, 2022 increased by $7.1 million, or 11.4%, versus the prior year period, primarily due to
increased demand in advanced industrial and medical markets.

Photonics segment revenue for the six months ended July 1, 2022 increased by $11.4 million, or 9.4%, versus the prior year period, primarily due to
increased demand in advanced industrial and medical markets.

Vision
Vision segment revenue for the three months ended July 1, 2022 increased by $2.1 million, or 3.3%, versus the prior year period, primarily due to
increases in sales from our minimally invasive surgery products.

Vision segment revenue for the six months ended July 1, 2022 decreased by $3.5 million, or 2.7%, versus the prior year period, primarily due to raw

material shortage and other supply chain disruptions.

Precision Motion

Precision Motion segment revenue for the three months ended July 1, 2022 increased by $38.7 million, or 92.7%, versus the prior year period, primarily
due to $34.9 million of revenue contributions from 2021 acquisitions and increased demand in advanced industrial and medical markets.

Precision Motion segment revenue for the six months ended July 1, 2022 increased by $81.6 million, or 104.4%, versus the prior year period, primarily
due to $67.8 million of revenue contributions from 2021 acquisitions and increased demand in advanced industrial and medical markets.
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Gross Profit and Gross Profit Margin

The following table sets forth the gross profit and gross profit margin for each of our reportable segments for the periods noted (dollars in thousands):

Three Months Ended Six Months Ended
July 1, July 2,
2022 2021
Gross profit:
Photonics 31,182 $ 29,593 59,569 57,702
Vision 26,535 24,443 51,765 51,369
Precision Motion 38,864 20,874 77,014 36,951
Unallocated Corporate and Shared Services (1,336) (2,504) (2,827) (4,876)
Total 95,245 $ 72,406 185,521 141,146
Gross profit margin:
Photonics 44.9% 47.5% 45.0% 47.7%
Vision 40.5% 38.5% 40.6% 39.2%
Precision Motion 48.4% 50.0% 48.2% 47.3%
Total 44.2% 43.2% 44.2% 42.8%

Gross profit and gross profit margin can be influenced by a number of factors, including product mix, pricing, volume, manufacturing efficiencies and
utilization, costs for raw materials and outsourced manufacturing, trade tariffs, freight costs, headcount, inventory obsolescence and warranty expenses.

Photonics

Photonics segment gross profit for the three months ended July 1, 2022 increased $1.6 million, or 5.4%, versus the prior year period, primarily due to an
increase in revenue. Photonics segment gross profit margin was 44.9% for the three months ended July 1, 2022 versus a gross profit margin of 47.5% for the
prior year period. The decrease in gross profit margin was primarily attributable to supply chain disruptions and overall raw material cost inflation.

Photonics segment gross profit for the six months ended July 1, 2022 increased $1.9 million, or 3.2%, versus the prior year period, primarily due to an
increase in revenue. Photonics segment gross profit margin was 45.0% for the six months ended July 1, 2022 versus a gross profit margin of 47.7% for the prior
year period. The decrease in gross profit margin was primarily attributable to supply chain disruptions and overall raw material cost inflation.

Vision
Vision segment gross profit for the three months ended July 1, 2022 increased $2.1 million, or 8.6%, versus the prior year period, primarily due to an

increase in both revenue and gross profit margin. Vision segment gross profit margin was 40.5% for the three months ended July 1, 2022, versus a gross profit
margin of 38.5% for the prior year period. The increase in gross profit margin was primarily attributable to improved factory efficiency.

Vision segment gross profit for the six months ended July 1, 2022 increased $0.4 million, or 0.8%, versus the prior year period, primarily due to an
increase in gross profit margin. Vision segment gross profit margin was 40.6% for the six months ended July 1, 2022, versus a gross profit margin of 39.2% for
the prior year period. The increase in gross profit margin was primarily attributable to improved factory efficiency.

Precision Motion

Precision Motion segment gross profit for the three months ended July 1, 2022 increased $18.0 million, or 86.2%, versus the prior year period, primarily
due to an increase in revenue. Precision Motion segment gross profit margin was 48.4% for the three months ended July 1, 2022, versus a gross profit margin of
50.0% for the prior year period. The decrease in gross profit margin was primarily attributable to an increase in amortization of purchased intangible assets.

Precision Motion segment gross profit for the six months ended July 1, 2022 increased $40.1 million, or 108.4%, versus the prior year period, primarily
due to an increase in both revenue and gross profit margin. Precision Motion segment gross profit margin was 48.2% for the six months ended July 1, 2022,
versus a gross profit margin of 47.3% for the prior year period. The increase in
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gross profit margin was primarily attributable to improved factory efficiency and utilization, offset by an increase in amortization of purchased intangible
assets.

Unallocated Corporate and Shared Services

Unallocated corporate and shared services costs primarily represent costs of corporate and shared services functions that are not allocated to the
operating segments. These costs for the three months ended July 1, 2022 decreased by $1.2 million versus the prior year period primarily due to reduced
COVID-19 testing costs for employees of $1.4 million.

Unallocated corporate and shared services costs for the six months ended July 1, 2022 decreased by $2.1 million versus the prior year period primarily
due to reduced COVID-19 testing costs for employees of $2.7 million.

Operating Expenses

The following table sets forth operating expenses for the periods noted (in thousands):

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021
Research and development and engineering $ 21,588 $ 16,954  § 42517  $ 35,636
Selling, general and administrative 40,538 31,240 79,890 62,893
Amortization of purchased intangible assets 7,173 3,586 14,515 7,161
Restructuring, acquisition, and related costs 2,655 4,634 1,025 8,365
Total $ 71,954 $ 56,414 $ 137,947 $ 114,055

Research and Development and Engineering Expenses

Research and Development and Engineering (“R&D”) expenses are primarily comprised of employee compensation related expenses and cost of
materials for R&D projects. R&D expenses were $21.6 million, or 10.0% of revenue, during the three months ended July 1, 2022, versus $17.0 million, or
10.1% of revenue, during the prior year period. R&D expenses increased in terms of total dollars primarily due to expenses related to 2021 acquisitions.

R&D expenses were $42.5 million, or 10.1% of revenue, during the six months ended July 1, 2022, versus $35.6 million, or 10.8% of revenue, during
the prior year period. R&D expenses increased in terms of total dollars primarily due to expenses related to 2021 acquisitions.

Selling, General and Administrative Expenses

Selling, general and administrative (“SG&A”) expenses include costs for sales and marketing, sales administration, finance, human resources, legal,
information systems, and executive management functions. SG&A expenses were $40.5 million, or 18.8% of revenue, during the three months ended July 1,
2022, versus $31.2 million, or 18.6% of revenue, during the prior year period. SG&A expenses increased in terms of total dollars primarily due to SG&A
expenses related to 2021 acquisitions and increases in variable compensation and discretionary spending.

SG&A expenses were $79.9 million, or 19.0% of revenue, during the six months ended July 1, 2022, versus $62.9 million, or 19.1% of revenue, during
the prior year period. SG&A expenses increased in terms of total dollars primarily due to SG&A expenses related to 2021 acquisitions and increases in variable
compensation and discretionary spending.

Amortization of Purchased Intangible Assets

Amortization of purchased intangible assets, excluding amortization of developed technologies that is included in cost of revenue, was $7.2 million, or
3.3% of revenue, during the three months ended July 1, 2022, versus $3.6 million, or 2.1% of revenue, during the prior year period. The increase, in terms of
total dollars and as a percentage of revenue, was the result of more acquired intangible assets from 2021 acquisitions.
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Amortization of purchased intangible assets, excluding amortization of developed technologies that is included in cost of revenue, was $14.5 million, or
3.5% of revenue, during the six months ended July 1, 2022, versus $7.2 million, or 2.2% of revenue, during the prior year period. The increase, in terms of total
dollars and as a percentage of revenue, was the result of more acquired intangible assets from 2021 acquisitions.

Restructuring, Acquisition, and Related Costs

We recorded restructuring, acquisition, and related costs of $2.7 million during the three months ended July 1, 2022, versus $4.6 million during the prior
year period. The acquisition and related costs decreased primarily due to a $1.4 million reduction in acquisition and related expenses and a $0.8 million
reduction in legal fees, partially offset by a $0.9 million increase in earnout expenses related to prior year acquisitions. The restructuring costs decreased $0.6
million related to decreased expenses for the 2020 restructuring plan.

We recorded restructuring, acquisition, and related costs of $1.0 million during the six months ended July 1, 2022, versus $8.4 million during the prior
year period. The acquisition and related costs decreased primarily due to a $2.4 million reduction in earnout expenses related to prior year acquisitions, a $1.8
million reduction in legal fees and a $1.5 million reduction in other acquisition and related expenses. The restructuring costs decreased $1.5 million related to
decreased expenses for the 2020 restructuring plan.

Operating Income (Loss) by Segment

The following table sets forth operating income (loss) by segment for the periods noted (in thousands):

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021

Operating Income (Loss)

Photonics $ 13,996 $ 14,196 $ 27,431 $ 26,591

Vision 7,024 3,206 12,066 6,572

Precision Motion 14,083 12,279 32,421 19,724

Unallocated Corporate and Shared Services (11,812) (13,689) (24,344) (25,796)
Total $ 23,291 $ 15,992 $ 47,574 $ 27,091

Photonics

Photonics segment operating income was $14.0 million, or 20.1% of revenue, during the three months ended July 1, 2022, versus $14.2 million, or
22.8% of revenue, during the prior year period. The decrease in operating income was primarily due to an increase in R&D costs of $1.1 million and an
increase in S&GA expenses of $0.4 million, partially offset by an increase in gross profit of $1.6 million.

Photonics segment operating income was $27.4 million, or 20.7% of revenue, during the six months ended July 1, 2022, versus $26.6 million, or 22.0%
of revenue, during the prior year period. The increase in operating income was primarily due to an increase in gross profit of $1.9 million, and a decrease in
restructuring, acquisition, and related charges of $1.1 million, partially offset by an increase in R&D costs of $1.0 million and an increase in S&GA expenses of
$0.9 million.

Vision
Vision segment operating income was $7.0 million, or 10.7% of revenue, during the three months ended July 1, 2022, versus $3.2 million, or 5.1% of

revenue, during the prior year period. The increase in operating income was primarily due to an increase in gross profit of $2.1 million and a decrease in
restructuring, acquisition, and related charges of $1.3 million.

Vision segment operating income was $12.1 million, or 9.5% of revenue, during the six months ended July 1, 2022, versus $6.6 million, or 5.0% of
revenue, during the prior year period. The increase in operating income was primarily due to a decrease in restructuring, acquisition, and related charges of $2.9
million, a decrease in R&D costs of $1.4 million, a decrease in amortization expense of 0.8 million, and an increase in gross profit of $0.4 million.
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Precision Motion

Precision Motion segment operating income was $14.1 million, or 17.5% of revenue, during the three months ended July 1, 2022, versus $12.3 million,
or 29.4% of revenue, during the prior year period. The increase in operating income was primarily due to an increase in gross profit of $18.0 million, partially
offset by increases in R&D spending of $3.8 million, SG&A expenses of $8.0 million, and amortization expense of $4.0 million primarily as a result of prior
year acquisitions.

Precision Motion segment operating income was $32.4 million, or 20.3% of revenue, during the six months ended July 1, 2022, versus $19.7 million, or
25.2% of revenue, during the prior year period. The increase in operating income was primarily due to an increase in gross profit of $40.1 million, and a
decrease in restructuring, acquisition, and related charges of $1.6 million, partially offset by increases in R&D spending of $7.3 million, SG&A expenses of
$13.7 million, and amortization expense of $8.0 million primarily as a result of prior year acquisitions.

Unallocated Corporate and Shared Services

Unallocated corporate and shared services costs primarily represent costs of corporate and shared services functions that are not allocated to the
operating segments, including certain restructuring and most acquisition costs. These costs for the three months ended July 1, 2022 decreased by $1.9 million
versus the prior year period primarily due to a decrease in costs related to COVID-19 testing for employees of $1.4 million included in cost of revenue, and a
decrease in restructuring, acquisition, and related charges of $1.5 million, partially offset by an increase in SG&A expenses of $0.8 million.

Unallocated corporate and shared services costs for the six months ended July 1, 2022 decreased by $1.5 million versus the prior year period primarily
due to a decrease in costs related to COVID-19 testing for employees of $2.7 million included in cost of revenue, and a decrease in restructuring, acquisition,
and related charges of $1.7 million, partially offset by an increase in SG&A expenses of $2.4 million.

Other Income and Expense Items

The following table sets forth other income and expense items for the periods noted (in thousands):

Three Months Ended Six Months Ended
July 1, July 2, July 1, July 2,
2022 2021 2022 2021
Interest income (expense), net $ 2,757) $ (1,378) $ (5,866) $ (2,786)
Foreign exchange transaction gains (losses), net $ 152§ (76) S 221 $ (333)
Other income (expense), net $ 68 § ©O7) 3 477) $ (167)

Interest Income (Expense), Net

Net interest expense was $2.8 million for the three months ended July 1, 2022, versus $1.4 million in the prior year period. The increase in net interest
expense was primarily due to an increase in average debt levels and an increase in the weighted average interest rate on our senior credit facilities. The
weighted average interest rate on our senior credit facilities was 2.29% during the three months ended July 1, 2022, versus 2.04% during the prior year period.

Net interest expense was $5.9 million for the six months ended July 1, 2022, versus $2.8 million in the prior year period. The increase in net interest
expense was primarily due to an increase in average debt levels and an increase in the weighted average interest rate on our senior credit facilities. The
weighted average interest rate on our senior credit facilities was 2.39% during the six months ended July 1, 2022, versus 2.03% during the prior year period.

Foreign Exchange Transaction Gains (Losses), Net

Foreign exchange transaction gains (losses) were nominal for both the three and six months ended July 1, 2022 and the three and six months ended July
2,2021.

Other Income (Expense), Net

Net other expense was nominal for the three months ended July 1, 2022 and July 2, 2021. The increase in other expense for the six months ended July 1,
2022 compared to the prior year comparable period was primarily due to a $0.6 million loss from the write-off of a portion of the unamortized deferred
financing cost as a result of the Fifth Amendment.
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Income Tax Provision (Benefit)

Our effective tax rate for the three months ended July 1, 2022 was 15.8%, versus 19.2% for the prior year period. Our effective tax rate of 15.8% for the
three months ended July 1, 2022 differs from the Canadian statutory tax rate of 29.0% primarily due to the mix of income earned in jurisdictions with varying
tax rates, estimated deductions for Foreign Derived Intangible Income, U.K. patent box deductions, and R&D tax credits, partially offset by disallowed
compensation and uncertain tax position accruals.

Our effective tax rate of 19.2% for the three months ended July 2, 2021, differs from the Canadian statutory tax rate of 29.0% primarily due to the mix
of income earned in jurisdictions with varying tax rates, estimated deductions for Foreign Derived Intangible Income, U.K. patent box deductions, other tax
credits, and a release of uncertain tax position reserves, offset by the revaluation of long term deferred tax balances resulting from the U.K. corporate tax rate
change.

Our effective tax rate for the six months ended July 1, 2022 was 12.4%, versus 3.5% for the prior year period. Our effective tax rate of 12.4% for the six
months ended July 1, 2022 differs from the Canadian statutory tax rate of 29.0% primarily due to the mix of income earned in jurisdictions with varying tax
rates, estimated deductions for Foreign Derived Intangible Income, U.K. patent box deductions, R&D tax credits and windfall tax benefits upon vesting of
certain share-based compensation awards, partially offset by disallowed compensation and uncertain tax position accruals. For the six months ended July 1,
2022, the windfall tax benefits upon vesting of certain stock-based compensation awards had a benefit of 1.4% on our effective tax rate.

Our effective tax rate of 3.5% for the six months ended July 2, 2021, differs from the Canadian statutory tax rate of 29.0% primarily due to the mix of
income earned in jurisdictions with varying tax rates, estimated deductions for Foreign Derived Intangible Income, U.K. patent box deductions, other tax
credits, a release of uncertain tax positions reserves, and windfall tax benefits upon vesting of certain share-based compensation awards, partially offset by
the revaluation of long term deferred tax balances resulting from the U.K. corporate tax rate change during the period. For the six months ended July 2, 2021,
the windfall tax benefits upon vesting of certain share-based compensation awards had a benefit of 14.7% on our effective tax rate.

Beginning in January 2022, the Tax Cuts and Jobs Act of 2017 (“TCJA”) requires R&D expenditures be capitalized and amortized for income tax
purposes over five years for domestic research and fifteen years for foreign research, rather than being deducted as incurred. This has the effect of increasing
our cash taxes and deferred tax assets. Since January 2022, the Company has recognized deferred tax assets of $6.3 million for the relevant R&D
expenditures. This provision also has an indirect benefit of 3% on our effective tax rate for the six months ended July 1, 2022, as our estimated deductions for
Foreign Derived Intangible Income has increased as a result of increased U.S. taxable income. The provision for income taxes for both the three months and
the six months ended July 1, 2022 reflects the impact of the TCJA.

Liquidity and Capital Resources

We assess our liquidity in terms of our ability to generate cash to fund our operating, investing, and financing activities. Our primary ongoing cash
requirements are funding operations, capital expenditures, investments in businesses, and repayment of our debt and related interest payments. Our primary
sources of liquidity are cash flows from operations and borrowings under our revolving credit facility. We believe our future operating cash flows will be
sufficient to meet our future operating and capital expenditure cash needs for the foreseeable future, including at least the next 12 months. The availability of
borrowing capacity under our revolving credit facility provides another potential source of liquidity for any future capital expenditures and other liquidity
needs. In addition, we have the ability to expand our borrowing capacity by up to $350.0 million by exercising the accordion option under our revolving credit
agreement. We may also seek to raise additional capital, which could be in the form of bonds, convertible debt or preferred or common equity, to fund business
development activities or other future investing cash requirements, subject to approval by the lenders in the Third Amended and Restated Credit Agreement (as
amended, the “Credit Agreement”). There is no assurance that such capital will be available on reasonable terms or at all.

Significant factors affecting the management of our ongoing cash requirements are the adequacy of available bank lines of credit and our ability to
attract long term capital with satisfactory terms. The sources of our liquidity are subject to all of the risks of our business and could be adversely affected by,
among other factors, risks associated with events outside of our control, such as economic consequences of the COVID-19 pandemic, worsening supply chain
disruptions and electronics and other material shortages, a decrease in demand for our products, our ability to integrate current and future acquisitions,
deterioration in certain financial ratios, higher interest rates in the U.S. and Europe, availability of borrowings under our revolving credit facility, and market
changes in general. See “Risks Relating to Our Common Shares and Our Capital Structure” included in Item 1A of our Annual Report on Form 10-K for the
fiscal year ended December 31, 2021.
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Our cash requirements primarily consist of the principal and interest payments associated with our Senior Credit Facilities, operating and finance leases,
purchase commitments, pension obligations, contingent considerations and earn-outs. Such contractual obligations are described in our Management’s
Discussion and Analysis of Financial Condition and Results of Operations and in the Notes to Consolidated Financial Statements, each included in our Annual
Report on Form 10-K for the fiscal year ended December 31, 2021. Through July 1, 2022, we have not entered into any other material new or modified
contractual obligations since December 31, 2021.

Our ability to make payments on our indebtedness and to fund our operations may be dependent upon the earnings and the distribution of funds from our
subsidiaries. Local laws and regulations and/or the terms of our indebtedness restrict certain of our subsidiaries from paying dividends and transferring assets to
us. There is no assurance that applicable laws and regulations and/or the terms of our indebtedness will permit our subsidiaries to provide us with sufficient
dividends, distributions or loans when necessary.

As of July 1, 2022, $72.5 million of our $100.5 million cash and cash equivalents was held by subsidiaries outside of Canada and the U.S. Generally,
our intent is to use cash held in these foreign subsidiaries to fund our local operations or acquisitions by those local subsidiaries and to pay down borrowings
under our Senior Credit Facilities (as defined below). Approximately $144.8 million of our outstanding term loan and revolver borrowings under our Senior
Credit Facilities were held in our subsidiaries outside of Canada and the U.S. Additionally, we may use intercompany loans to address short-term cash flow
needs for various subsidiaries.

We deferred certain U.S. payroll tax payments in 2020 in accordance with relief provisions under the CARES Act. We paid $1.4 million of such deferred
payroll tax payments in December 2021. As permitted under the CARES Act, we expect to pay the remaining $1.4 million deferred U.S. Payroll taxes by
December 31, 2022.

Senior Credit Facilities

In December 2019, we entered into the Credit Agreement, consisting of a $100.0 million U.S. dollar equivalent euro-denominated 5-year term loan
facility (approximately €90.2 million) and a $350.0 million 5-year revolving credit facility (collectively, the “Senior Credit Facilities”). The Senior Credit
Facilities mature in December 2024 and included an uncommitted accordion option pursuant to which the commitments under the revolving credit facility may
be increased by an additional $200.0 million in aggregate, subject to certain customary conditions. The term loan facility requires quarterly scheduled principal
repayments of approximately €1.1 million beginning in March 2020 with the remaining principal balance due upon maturity. We may make additional principal
payments at any time, which will reduce the next quarterly installment payment due. We may pay down outstanding borrowings under our revolving credit
facility with cash on hand and cash generated from future operations at any time.

In March 2020, we entered into an amendment (the “First Amendment”) to the Third Amended and Restated Credit Agreement and exercised a portion
of the uncommitted accordion option. The First Amendment increased the revolving credit facility commitment under the Third Amended and Restated Credit
Agreement by $145.0 million, from $350.0 million to $495.0 million, and reset the uncommitted accordion option to $200.0 million for potential future
expansion.

On October 5, 2021, the Company entered into an amendment (the “Fourth Amendment”) to the Third Amended and Restated Credit Agreement to
exercise the accordion option. The Fourth Amendment increased the revolving credit facility commitment under the Third Amended and Restated Credit
Agreement by $200.0 million, from $495.0 million to $695.0 million, and reset the uncommitted accordion option to $200.0 million for potential future
expansion.

On March 10, 2022, the Company entered into an amendment (the “Fifth Amendment”) to the Credit Agreement to extend the maturity date thereof
from December 31, 2024 to March 10, 2027, update the pricing grid, replace LIBOR with SOFR as the reference rate for U.S. dollar borrowings, and increase
the uncommitted accordion option from $200 million to $350 million.

As of July 1, 2022, we had $82.2 million term loan and $330.6 million revolver borrowings outstanding under our Senior Credit Facilities. The
borrowings outstanding under the Senior Credit Facilities bear interest at rates based on (a) the Base Rate, as defined in the Credit Agreement, plus a margin
ranging between 0.00% and 0.75% per annum, determined by reference to our consolidated leverage ratio, or (b) the Eurocurrency Rate, as defined in the
Credit Agreement, plus a margin ranging between 0.75% and 1.75% per annum, determined by reference to our consolidated leverage ratio. In addition, we are
obligated to pay a commitment fee on the unused portion of the revolving credit facility, ranging between 0.20% and 0.30% per annum, determined by
reference to our consolidated leverage ratio. As of July 1, 2022, we had outstanding borrowings under the Credit Agreement denominated in Euro and U.S.
Dollars of $144.8 million and $268.0 million, respectively.
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The Credit Agreement contains various covenants that we believe are usual and customary for this type of agreement, including a maximum
consolidated leverage ratio and a minimum consolidated fixed charge coverage ratio (as defined in the Credit Agreement). The following table summarizes
these financial covenants and our compliance therewith as of July 1, 2022:

Requirement Actual
Maximum consolidated leverage ratio (1) 3.50 2.23
Minimum consolidated fixed charge coverage ratio 1.50 9.83

() Maximum consolidated leverage ratio shall be increased to 4.00 for four consecutive quarters following a
designated acquisition, as defined in the Fifth Amendment.

Share Repurchase Plans

Our Board of Directors may approve share repurchase plans from time to time. Under these repurchase plans, shares may be repurchased at our
discretion based on ongoing assessment of the capital needs of the business, the market price of our common shares, and general market conditions. Shares may
also be repurchased through an accelerated share purchase agreement, on the open market or in privately negotiated transactions in accordance with applicable
federal securities laws. Repurchases may be made under certain SEC regulations, which would permit common shares to be repurchased when we would
otherwise be prohibited from doing so under insider trading laws. While the share repurchase plans are generally intended to offset dilution from equity awards
granted to our employees and directors, the plans do not obligate us to acquire any particular amount of common shares. No time limit is typically set for the
completion of the share repurchase plans, and the plans may be suspended or discontinued at any time. We expect to fund share repurchases through cash on
hand and cash generated from operations.

In October 2018, our Board of Directors approved a share repurchase plan (the “2018 Repurchase Plan”) authorizing the repurchase of $25.0 million
worth of common shares. Share repurchases have been made under the 2018 Repurchase Plan pursuant to Rule 10b-18 under the Securities Exchange Act of
1934. During the six months ended July 1, 2022, we repurchased 80 thousand shares for an aggregate purchase price of $9.5 million at an average price of
$118.97 per share under the 2018 Repurchase Plan. As of July 1, 2022, we had repurchased a cumulative total of 264 thousand shares under the 2018
Repurchase Plan for an aggregate purchase price of $25.0 million at an average price of $94.57 per share. As of July 1, 2022, we had completed the 2018
Repurchase Plan.

In February 2020, our Board of Directors approved a new share repurchase plan (the “2020 Repurchase Plan”) authorizing the repurchase of an
additional $50.0 million worth of common shares. Share repurchases have been made under the 2020 Repurchase Plan pursuant to Rule 10b-18 under the
Securities Exchange Act of 1934. During the six months ended July 1, 2022, we repurchased 4 thousand shares for an aggregate purchase price of $0.5 million
at an average price of $116.95 per share under the 2020 Repurchase Plan. As of July 1, 2022, we had $49.5 million available for share repurchases under the
2020 Repurchase Plan.

Cash Flows for the Six Months Ended July 1, 2022 and July 2, 2021

The following table summarizes our cash flows, cash and cash equivalents, and unused and available funds under our revolving credit facility for the
periods indicated (in thousands):

Six Months Ended

July 1, July 2,
2022 2021
Net cash provided by operating activities $ 35408 $ 52,014
Net cash used in investing activities $ (12,616) $ (10,843)
Net cash used in financing activities $ (35,473) $ (31,994)
July 1, December 31,
2022 2021
Cash and cash equivalents $ 100,489 $ 117,393
Unused and available funds under the revolving credit facility $ 364,441 $ 348,421

Operating Cash Flows

Cash provided by operating activities was $35.4 million for the six months ended July 1, 2022, versus $52.0 million for the prior year period. Cash
provided by operating activities for the six months ended July 1, 2022 decreased from the prior year period primarily due to a $33.5 million increase in
inventories driven by increased customer demand and higher critical raw material
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purchases, and a bonus payout in 2022 of $8.4 million compared to no bonus payout in 2021 as a result of the elimination of our 2020 annual bonus plan,
partially offset by an increase in profit before tax from higher revenue.

Beginning in January 2022, the Tax Cuts and Jobs Act of 2017 (“TCJA”) requires R&D expenditures be capitalized and amortized for income tax
purposes over five years for domestic research and fifteen years for foreign research, rather than being deducted as incurred. This has the effect of increasing
our cash taxes and deferred tax assets. If this provision under the TCJA is not deferred, modified, or repealed with retroactive effect going back to January 1,
2022, our operating cash flows are expected to decrease by approximately $10.2 million for the year ending December 31, 2022.

Investing Cash Flows
Cash used in investing activities was $12.6 million for the six months ended July 1, 2022, primarily driven by capital expenditures of $12.1 million and

a contingent consideration payment of $1.5 million related to our 2016 asset acquisition of video signal processing and management technologies.

Cash used in investing activities was $10.8 million for the six months ended July 2, 2021, primarily driven by capital expenditures of $8.6 million and a
contingent consideration payment of $2.2 million related to our 2016 asset acquisition of video signal processing and management technologies.

We expect to use an aggregate of approximately $25 million to $30 million in 2022 for capital expenditures related to investments in new property, plant
and equipment for our existing businesses.

Financing Cash Flows

Cash used in financing activities was $35.5 million for the six months ended July 1, 2022, primarily due to $10 million of repurchase of common stock,
$9.5 million of payroll tax payments upon vesting of share-based compensation awards, $12.8 million of term loan and revolving credit facility repayments,
and $2.5 million of debt issuance costs in connection with the Fifth Amendment.

Cash used in financing activities was $32.0 million for the six months ended July 2, 2021, primarily due to $18.4 million of payroll tax payments upon
vesting of share-based compensation awards, an $8.7 million payment for the purchase of a building under a finance lease agreement, $2.7 million of term
loan repayments, and $1.8 million of contingent consideration payments related to acquisitions.

Critical Accounting Policies and Estimates

The critical accounting policies that we believe impact significant judgments and estimates used in the preparation of our consolidated financial
statements presented in this periodic report on Form 10-Q are described in our Management’s Discussion and Analysis of Financial Condition and Results of
Operations and in the Notes to Consolidated Financial Statements, each included in our Annual Report on Form 10-K for the fiscal year ended December 31,
2021. There have been no material changes to our critical accounting policies and estimates through July 1, 2022 from those disclosed in our Annual Report on
Form 10-K for the fiscal year ended December 31, 2021.

Recent Accounting Pronouncements

See Note 1 to Consolidated Financial Statements.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

Our primary market risk exposures are foreign currency exchange rate fluctuations and interest rate sensitivity. During the three months ended July 1,
2022, there have been no material changes to the information included under Part 11, Item 7A, “Quantitative and Qualitative Disclosures About Market Risk,” in
our Annual Report on Form 10-K for the fiscal year ended December 31, 2021.

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

As required by Rule 13a-15(b) under the Securities and Exchange Act of 1934 (the “Exchange Act”), our management carried out an evaluation,
with the participation of our Chief Executive Officer and Chief Financial Officer, of the effectiveness of our disclosure controls and procedures (as defined
in Rule 13a-15(e) of the Exchange Act) as of July 1, 2022, the end of the period
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covered by this report. Based upon this evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and
procedures were effective as of July 1, 2022.

Changes in Internal Control over Financial Reporting

There has been no change to our internal control over financial reporting during the fiscal quarter ended July 1, 2022 that has materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting.
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PART II—OTHER INFORMATION

Item 1. Legal Proceedings

The Company is subject to various legal proceedings and claims that arise in the ordinary course of business. The Company does not believe that the
outcome of these claims will have a material adverse effect upon its financial condition or results of operations but there can be no assurance that any such
claims, or any similar claims, would not have a material adverse effect upon its financial condition or results of operations.

Item 1A. Risk Factors

The Company’s risk factors are described in Part I, Item 1A, “Risk Factors”, of the Company’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2021. There have been no material changes in our risk factors as included in our Annual Report.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table sets forth certain information with respect to repurchases of the Company’s common shares during the three months ended July 1,

2022.

ISSUER PURCHASES OF EQUITY SECURITIES

Total Number of Shares
Purchased as Part of

Approximate Dollar Value
That May Yet Be Purchased

Total Number of Shares Average Price Paid Per Publicly Announced Plans Under the Plans or
Period Purchased Share or Programs(1)(2) Programs(1)
April 2 - April 29, 2022 — 5 — — $ 59,500,104
April 30 - June 3, 2022 62,181 $ 118.77 62,181 $ 52,114,867
June 4 - July 1, 2022 21,945 $ 119.15 21,945  §$ 49,500,120
Total 84,126 84,126

(1

(2

In October 2018, our Board of Directors approved the 2018 Repurchase Plan, authorizing the repurchase of $25.0 million worth of common shares.
During the six months ended July 1, 2022, we repurchased 80 thousand shares under the 2018 Repurchase plan for an aggregate purchase price of
$9.5 million and an average price of $118.97 per share. As of July 1, 2022, we had repurchased a cumulative total of 264 thousand shares under
the 2018 Repurchase Plan for an aggregate purchase price of $25.0 million and an average price of $94.57 per share. As of July 1, 2022, we had
completed the 2018 Repurchase Plan.

In February 2020, our Board of Directors approved the 2020 Repurchase Plan, authorizing the repurchase of an additional $50.0 million worth of
common shares. During the six months ended July 1, 2022, we repurchased 4 thousand shares under the 2020 Repurchase Plan for an aggregate
purchase price of $0.5 million and an average price of $116.95 per share. We had $49.5 million available for share repurchases under the 2020
Repurchase Plan as of July 1, 2022.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

None.

Item 5. Other Information

None.
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Item 6. Exhibits

Incorporated by Reference

Filed/

Exhibit Filing Furnished

Number Exhibit Description Form File No. Exhibit Date Herewith

3.1 Certificate and Articles of Continuance of the Registrant, dated March 22 S-3 333-202597 3.1 03/09/2015
1999

32 By-Laws of the Registrant, as amended 10-K 001-35083 3.2 03/01/2021

33 Articles of Reorganization of the Registrant, dated July 23, 2010 8-K 000-25705 3.1 07/23/2010

34 Articles of Amendment of the Registrant, dated December 29, 2010 8-K 000-25705 3.1 12/29/2010

3.5 Articles of Amendment of the Registrant, dated May 11, 2016 8-K 001-35083 10.1 05/12/2016

3.6 Articles of Amendment of the Registrant, dated April 29, 2022 10-Q 001-35083 3.6 05/10/2022

10.1 Employment Agreement, dated July 11, 2022, between Novanta Inc. and *
Michele Welsh

31.1 Chief Executive Officer Certification pursuant to Section 302 of the *
Sarbanes-Oxley Act of 2002

31.2 Chief Financial Officer Certification pursuant to Section 302 of the *
Sarbanes-Oxley Act of 2002

32.1 Chief Executive Officer Certification pursuant to 18 U.S.C. Section 1350, o
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

322 Chief Financial Officer Certification pursuant to 18 U.S.C. Section 1350, as >
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101.INS Inline eXtensible Business Reporting Language (XBRL) Instance Document — the instance document does not appear in the Interactive
Data File because its XBRL tags are embedded within the Inline XBRL document.

101.SCH Inline XBRL Taxonomy Extension Schema Document *

101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document *

101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document *

101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document *

101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document *

104 Cover Page Interactive Data File (formatted as Inline XBRL and contained *

* Filed herewith

in Exhibit 101)

** Furnished herewith
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https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-10-165144.html?hash=879c4e410d584e8ffed20a4bd285889bea99c7281af1afcee5297d4e25febf92&dest=dex31_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-10-289929.html?hash=45d3b0beae01277b2fe29979140c0dbde6a88864d1c6ad2140b25b9247227b1e&dest=dex31_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-16-588535.html?hash=c2bf13601449f9e65c7c1da407bde74e2a12ac126e80480c7da236976309b3f5&dest=d165872dex101_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0001564590-22-019106.html?hash=e6d992c1957665482e2cda1dae4e07707308f112ec2c5bc0b62840d5cc134485&dest=novt-ex36_301_htm

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 thereunto duly authorized.

Novanta Inc. (Registrant)

Name Title Date

/s/ Matthijs Glastra Chair of the Board and Chief Executive Officer August 9, 2022
Matthijs Glastra

/s/ Robert J. Buckley Chief Financial Officer August 9, 2022
Robert J. Buckley
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Exhibit 10.1
Employment Agreement
This Employment Agreement (the “Agreement”), entered into on July 11th, 2022, is made by and between Michele
Welsh (the “Executive”) and Novanta Inc., a company organized under the laws of the Province of New Brunswick, Canada
(“Novanta” and, together with any of its subsidiaries and Affiliates as may employ the Executive from time to time, and any
successor(s) thereto, the “Company”).

RECITALS
A. The Company desires to assure itself of the services of the Executive by engaging the Executive to
perform services under the terms hereof.
B. The Executive desires to provide services to the Company on the terms herein provided.
AGREEMENT

NOW, THEREFORE, in consideration of the foregoing, and for other good and valuable consideration,
including the respective covenants and agreements set forth below, the receipt and sufficiency of which are hereby acknowledged,
the parties hereto agree as follows:

1. Certain Definitions

(a) “Affiliate” shall mean, with respect to any Person, any other Person directly or indirectly controlling,
controlled by, or under common control with, such Person where “control” shall have the meaning given such term under Rule 405
of the Securities Act of 1933, as amended from time to time.

(b) “Agreement” shall have the meaning set forth in the preamble hereto.

(©) “Annual Base Salary” shall have the meaning set forth in Section 3(a).

(d) “Annual Bonus” shall have the meaning set forth in Section 3(b).

(e) “Annual Equity Award” shall have the meaning set forth in Section 3(c).

® “Board” shall mean the Board of Directors of Novanta.

(2) “Bonus Payment Date” shall have the meaning set forth in Section 3(b).

(h) The Company shall have “Cause” to terminate the Executive’s employment hereunder upon: (i) the

Executive’s willful failure to substantially perform the duties set forth in this Agreement (other than any such failure resulting from
the Executive’s Disability or any inability to engage in any substantial gainful activity that could reasonably be expected to result in
Disability) which is not remedied within 30 days after receipt of written notice from the Company



specifying such failure; (ii) the Executive’s willful failure to carry out, or comply with, in any material respect any lawful and
reasonable directive of the Board not inconsistent with the terms of this Agreement, which is not remedied within 30 days after
receipt of written notice from the Company specifying such failure; (iii) the Executive’s commission at any time of any act or
omission that results in, or may reasonably be expected to result in, a conviction, plea of no contest, plea of nolo contendere, or
imposition of unadjudicated probation for any felony or crime involving moral turpitude; or (iv) the Executive’s unlawful use
(including being under the influence) or possession of illegal drugs on the Company’s premises or while performing the Executive’s
duties and responsibilities under this Agreement.

@) “Change in Control” shall mean and includes any of the following which occurs on or following the
Effective Date:

@) A transaction or series of transactions whereby any “person” or related “group” of “persons”
(as such terms are used in Sections 13(d) and 14(d)(2) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”))
(other than Novanta, any of its subsidiaries, an employee benefit plan maintained by Novanta or any of its subsidiaries, a “person” or
“group” who as of the Effective Date beneficially owns 5% or more of the total combined voting power of Novanta’s securities
outstanding, or a “person” that, prior to such transaction, directly or indirectly controls, is controlled by, or is under common control
with, Novanta) directly or indirectly acquires beneficial ownership (within the meaning of Rule 13d-3 under the Exchange Act) of
securities of Novanta possessing either (A) more than 40% of the total combined voting power of Novanta’s securities outstanding
immediately after such acquisition and, in connection with, and within the twelve-month period immediately following, such
acquisition, new directors who constitute at least 40% of the Board (x) are nominated or designated by the acquiring “person” or
related “group” of acquiring “persons” and (y) are elected by the Board or Novanta’s shareholders (disregarding, for purposes of this
determination, any new directors whose election or nomination is consented to by the Executive) or (B) more than 50% of the total
combined voting power of Novanta’s securities outstanding immediately following such acquisition; or

(i) During any twelve-month period beginning on or following the Effective Date, individuals
who, at the beginning of such period, constitute the Board together with any new director(s) (other than a director designated by a
person who shall have entered into an agreement with Novanta to effect a transaction described in Section 1(i)(i) or Section 1(i)(iii))
whose election by the Board or nomination for election by Novanta’s stockholders was approved by a vote of at least a majority of
the directors then still in office who either were directors at the beginning of the twelve-month period or whose election or
nomination for election was previously so approved, cease for any reason to constitute a majority thereof; or

(iii) The consummation by Novanta (whether directly involving Novanta or indirectly involving
Novanta through one or more intermediaries) of (A) a merger, consolidation, reorganization, or business combination or (B) a sale or
other disposition of all or substantially all of Novanta’s assets in any single transaction or series of related transactions or (C) the
acquisition of assets or stock of another entity, in each case other than a transaction which results in Novanta’s voting securities
outstanding immediately before the transaction continuing to represent (either by remaining outstanding or by being converted into
voting securities of



Novanta or the person that, as a result of the transaction, controls, directly or indirectly, Novanta or owns, directly or indirectly, all or
substantially all of Novanta’s assets or otherwise succeeds to the business of Novanta (Novanta or such person, the “Successor
Entity”)) directly or indirectly, at least a majority of the combined voting power of the Successor Entity’s outstanding voting
securities immediately after the transaction; or

(iv) Novanta’s stockholders approve a liquidation or dissolution of Novanta.
G) “COBRA” shall mean the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended.
(k) “Code” shall mean the Internal Revenue Code of 1986, as amended.
1)) “Committee” shall mean, except as otherwise specified in Section 3(c), the Compensation Committee

of the Board, or if no such committee exists, the Board.

(m) “Company” shall, except as otherwise provided in Section 6(j), have the meaning set forth in the
preamble hereto.

(n) “Date of Termination” shall mean (i) if the Executive’s employment is terminated due to the
Executive’s death, the date of the Executive’s death; (ii) if the Executive’s employment is terminated due to the Executive’s
Disability, the date determined pursuant to Section 4(a)(ii); or (iii) if the Executive’s employment is terminated pursuant to Section
4(a)(iii)-(vi) either the date indicated in the Notice of Termination or the date specified by the Company pursuant to Section 4(b),
whichever is earlier.

(o) “Disability” shall mean the Executive’s inability to engage in any substantial gainful activity by
reason of any medically determinable physical or mental impairment that can be expected to result in death or that can be expected to
last for (i) a continuous period of not less than ninety days or (ii) at least 180 total calendar days in any 12-month period, in each case
as determined by a physician selected by the Company or its insurers and reasonably acceptable to Executive. The Company will
inform the Executive of the selection of the physician so that the Executive may consent to such selection (and the Executive’s
consent shall not be unreasonably withheld). The Executive shall be deemed to have consented to the selection of the physician if
the Executive does not provide the Company with written notice objecting to such selection within five business days of the
Executive being informed of the physician's selection. If the Executive objects to such selection (and the Company determines in
good faith that such objection is not unreasonable), then the Company shall select another physician pursuant to the process
described in this Section 1(0).

(p) “Effective Date” shall have the meaning set forth in the preamble hereto.
@ “Excise Tax” shall have the meaning set forth in Section 8(a).

(r) “Executive” shall have the meaning set forth in the preamble hereto.

(s) “Extension Term” shall have the meaning set forth in Section 2(b).
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©) The Executive shall have “Good Reason” to terminate the Executive’s employment hereunder within
one (1) year after the occurrence of one or more of the following conditions without the Executive’s consent: (i) a material
diminution in the nature or scope of the Executive’s responsibilities, duties or authority, or a material diminution in the Executive’s
title; (ii) failure of the Company to make any material payment or provide any material benefit under this Agreement; (iii) the
Company’s material breach of this Agreement; or (iv) a material change in the geographic location at which the Executive must
perform the Executive’s material services hereunder (which shall in no event include a relocation of the Executive’s principal place
of business less than 50 miles from the Bedford Massachusetts metropolitan area); provided, however, that notwithstanding the
foregoing the Executive may not resign his/her employment for Good Reason unless: (A) the Executive provides the Company with
at least 30 days prior written notice of his/her intent to resign for Good Reason (which notice is provided not later than the 90th day
following the Executive’s knowledge of the occurrence of the event constituting Good Reason); and (B) the Company does not
remedy the alleged violation(s) within such 30-day period.

(w) “Initial Term” shall have the meaning set forth in Section 2(b).

) “Notice of Termination” shall have the meaning set forth in Section 4(b).

(w) “Payment” shall have the meaning set forth in Section 8(a).

x) “Person” shall mean any individual, natural person, corporation (including any non-profit

corporation), general partnership, limited partnership, limited liability partnership, joint venture, estate, trust, company (including
any company limited by shares, limited liability company or joint stock company), incorporated or unincorporated association,
governmental authority, firm, society or other enterprise, organization or other entity of any nature.

) “Proprietary Information” shall have the meaning set forth in Section 6(d).

(2) “Release” shall have the meaning set forth in Section 5(b).

(aa) “Release Expiration Date” shall have the meaning set forth in Section 23(c).

(bb) “Restricted Period” shall mean the period from the Effective Date through the first anniversary of the
Date of Termination.

(cc) “Safe Harbor Amount” shall have the meaning set forth in Section 8(a).

(dd) “Section 409A” shall mean Section 409A of the Code and the Department of Treasury regulations

and other interpretive guidance issued thereunder, including without limitation any such regulations or other guidance that may be
issued after the Effective Date.

(ee) “Target Bonus” shall have the meaning set forth in Section 3(b).
(ff) “Tax Advisor” shall have the meaning set forth in Section 8(b).
(gg) “Term” shall have the meaning set forth in Section 2(b).
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2. Employment

(a) In General. The Company shall employ the Executive and the Executive shall enter the employ of the
Company, for the period set forth in Section 2(b), in the position set forth in Section 2(¢), and upon the other terms and conditions
herein provided.

(b) Term of Employment. The initial term of employment under this Agreement (the “Initial Term”) shall
be for the period beginning on July 11, 2022 (the “Effective Date”) and ending on the first anniversary thereof, unless earlier
terminated as provided in Section 4. The Initial Term shall automatically be extended for successive one year periods (each, an
“Extension Term” and, collectively with the Initial Term, the “Term”), unless either party hereto gives notice of non-extension to the
other no later than 90 days prior to the expiration of the then-applicable Term. During the Term, the Executive’s principal place of
business shall be the Company’s offices in Bedford, Massachusetts.

(©) Position and Duties. During the Term, the Executive: (i) shall serve as the General Counsel &
Corporate Secretary of the Company, with responsibilities, duties and authority customary for such position, subject to direction by
the Company’s Chief Executive Officer; (ii) shall report directly to the Company’s Chief Executive Officer; (iii) shall devote
substantially all the Executive’s working time and efforts to the business and affairs of the Company and its subsidiaries; and (iv)
agrees to observe and comply with the Company’s rules and policies as adopted by the Company from time to time. The parties
acknowledge and agree that the Executive’s duties, responsibilities and authority may include services for one or more subsidiaries
or Affiliates of the Company. Notwithstanding anything herein to the contrary, the Executive may, with the consent of the Company’s
Chief Executive Officer, serve as a director, trustee or officer or otherwise participate in not-for-profit educational, welfare, social,
religious and civic organizations to the extent that such other activities, either individually or in the aggregate, do not inhibit or
interfere with the performance of the Executive's duties under this Agreement.

3. Compensation and Related Matters

(a) Annual Base Salary. During the Term, the Executive shall receive a base salary at a rate of $350,000
per annum, which shall be paid in accordance with the customary payroll practices of the Company, subject to review and upward
adjustment by the Board in its sole discretion (the “Annual Base Salary”).

(b) Annual Bonuses. With respect to each Company fiscal year that ends during the Term, commencing
with fiscal year 2022, the Executive shall be eligible to receive an annual performance-based cash bonus (the “Annual Bonus™)
which shall be payable based upon the attainment of individual and Company performance goals established by the Board in
consultation with the Executive. The terms of the Annual Bonus with respect to each fiscal year shall provide that if the Company
and/or Executive attains target performance levels for an applicable fiscal year, the Executive’s Annual Bonus shall be payable in an
amount equal to 60% of Annual Base Salary (the “Target Bonus”), and may, at the discretion of the Board, provide for a higher
amount if performance targets are exceeded. Each such Annual Bonus shall be payable on, or at such date as is determined by the
Board within 90 days following the last day of the fiscal year with respect to which it relates. Except as provided in Section 5,
notwithstanding any other provision of this



Section 3(b), no bonus shall be payable with respect to any fiscal year unless the Executive remains continuously employed with the
Company during the period beginning on the Effective Date and ending on the date of payment of such bonus (for each Annual
Bonus, the “Bonus Payment Date”). For the avoidance of doubt, the Annual Bonus for fiscal year 2022 shall not be pro-rated.

(© Annual Equity Award. With respect to each Company fiscal year that ends during the Term,
commencing in fiscal year 2023, the Executive shall be eligible to receive an annual equity compensation award with respect to an
aggregate target number of shares of Novanta common stock equal to the quotient of (i) a dollar amount determined by the
Committee or the Board in its discretion, divided by (ii) the closing price per share of Novanta common stock on the grant date (each
such award, an “Annual Equity Award”). The form of each Annual Equity Award (i.e., options, restricted stock units, performance
stock units or other equity-based compensation awards), and the terms and conditions of each Annual Equity Award shall be
determined by the Committee or the Board in its discretion and shall be set forth in one or more written award agreements between
Novanta and the Executive; provided that each Annual Equity Award shall be granted at the same time (generally, in February of the
fiscal year in question) as, and, except as set forth in this Agreement, shall be subject to the same vesting schedule (including
performance vesting) and other general terms and conditions as, annual equity awards made to other senior executives of the
Company. Notwithstanding anything in this Agreement to the contrary, for fiscal year 2023, it will be recommended to the
Committee or the Board, as applicable, that the Executive’s Annual Equity Award have a minimum dollar amount of $640,000.

(d) Initial Equity Award.

(1) Subject to approval of the Committee or the Board, on or as soon as reasonably practicable
following July 15, 2022, the Company shall grant to the Executive equity-based compensation awards with an aggregate
value equal to $1,250,000. Of such amount, $610,000 will be granted in the form of a restricted stock unit award (the
“RSU Award”) and the remaining $640,000 shall be granted in the form of performance restricted stock unit award (the
“PSU Award” and, together with the RSU Award, the “Award”), in each case, subject to the Executive’s continued
employment through the applicable grant date.

(if) The number of shares of Company common stock subject to each Award will be determined
by dividing the applicable Award grant value by the Fair Market Value (as defined in the Company’s incentive award plan
under which the Award is granted) of the Company’s common stock on the Effective Date.

(iii) Subject to the Executive’s continued service with the Company through the applicable
vesting date, the RSU Award shall vest with respect to one-third (1/3) of the shares underlying the RSU Award on each of
the first three anniversaries of the grant date.

(@iv) Subject to the Executive’s continued service with the Company through the third anniversary
of the grant date, the PSU Award shall vest 75% based on the achievement of relative total shareholder return targets
determined as of such date and 25% based on the achievement of cumulative earnings per share targets determined as of
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such date, in each case with such targets established and achievement determined by the Committee or the Board in its sole
discretion.

™) The terms and conditions of each Award shall be set forth in one or more separate award
agreement(s) in a form(s) prescribed by the Company, to be entered into by the Company and the Executive (the “Award
Agreements”). Except as otherwise specifically provided in this Agreement, each Award shall be governed in all respects
by the terms of and conditions of the Company’s incentive award plan under which the Award is granted and the applicable
Award Agreement.

(e) Sign-On Bonus. In consideration for the Executive commencing employment with the Company, on
the first regular payroll date following the Effective Date, the Company shall pay to the Executive a one-time cash bonus in an
amount equal to $30,000, less applicable withholdings and deductions (the “Signing Bonus”). Notwithstanding the foregoing, the
Executive and the Company acknowledge and agree that the Signing Bonus will not be earned to any extent prior to the twelve (12)-
month anniversary of the Effective Date and will only be earned on the twelve (12)-month anniversary of the Effective Date if the
Executive remains actively employed by the Company through such anniversary. In the event that the Executive resigns his/her
employment with the Company without Good Reason or is terminated by the Company for Cause on or prior to the twelve (12)-
month anniversary of the Effective Date, then the Executive hereby agrees to repay the full Signing Bonus, which repayment shall
occur no later than thirty (30) days after the date of the Executive’s termination of employment with the Company. The Executive
hereby authorizes the Company to immediately offset against and reduce any amounts otherwise due to the Executive for any
amounts in respect of the obligation to repay the Signing Bonus. For the avoidance of doubt, if the Executive is terminated without
Cause or resigns for Good Reason, the Executive does not have to repay any of the Signing Bonus.

® Relocation. It is currently anticipated that the Executive shall relocate his/her primary residence to the
Bedford, Massachusetts area on or prior to March 31, 2023 (the “Relocation Deadline”). The Company shall reimburse the
Executive for reasonable and necessary documented relocation and moving expenses incurred in connection with the Executive’s
relocation described in this Section 3(f), including but not limited to reasonable and documented expenses incidental to the sale of
the Executive’s primary residence and the purchase of the Executive’s primary residence in the Bedford, Massachusetts area, up to a
maximum amount of $100,000 (the “Relocation Expenses”). Such reimbursement shall be dependent upon the Executive’s
submission, within thirty (30) days after such expenses are incurred, of documentation reasonably acceptable to the Company that
evidences such expenses. Reimbursement of the Relocation Expenses, if any, shall be made no later than sixty (60) days after the
Company’s receipt of approved documentation. In the event that the Executive resigns his/her employment with the Company
without Good Reason or is terminated by the Company for Cause (i) on or prior to the twelve (12)-month anniversary of the
Effective Date, then the Executive hereby agrees to repay in full all reimbursed Relocation Expenses, or (ii) after the twelve (12)-
month anniversary of the Effective Date, but on or prior to the twenty-four (24)-month anniversary of the Effective Date, then the
Executive hereby agrees to repay 50% of all reimbursed Relocation Expenses, in each case with repayment to occur no later than
thirty (30) days after the date of the Executive’s termination of employment with the Company. The Executive hereby authorizes the
Company to immediately offset against and reduce any amounts otherwise due to the Executive for any
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amounts in respect of the obligation to repay reimbursed Relocation Expenses. For the avoidance of doubt, if the Executive is
terminated without Cause or resigns for Good Reason, the Executive does not have to repay any of the reimbursed Relocation
Expenses.

() Benefits. During the Term, the Executive shall be eligible to participate in employee benefit plans,
programs and arrangements of the Company in accordance with their terms, as in effect from time to time, and as are generally
provided by the Company to its senior executive officers.

(h) Vacation; Holidays. During the Term, the Executive shall be entitled to paid time off in accordance
with the Company’s policies, as in effect from time to time, including, as of the Effective Date, the Company’s Flexible Time-Off
policy, pursuant to which the Company expects the Executive to take a minimum of three (3) weeks of Flexible Time-Off each full
calendar year. Any vacation shall be taken at the reasonable and mutual convenience of the Company and the Executive. Holidays
shall be provided in accordance with Company policy, as in effect from time to time. The Company reserves the right to terminate or
amend its paid time off policies from time to time in its discretion.

@) Business Expenses. During the Term, the Company shall reimburse the Executive for all reasonable,
documented, out-of-pocket travel and other business expenses incurred by the Executive in the performance of the Executive’s duties
to the Company in accordance with the Company’s applicable expense reimbursement policies and procedures.

4. Termination

During the Term, the Executive’s employment hereunder may be terminated by the Company or the Executive, as
applicable, without any breach of this Agreement only under the following circumstances:

(a) Circumstances.
(1) Death. The Executive’s employment hereunder shall terminate upon the Executive’s death.
(ii) Disability. If the Executive incurs a Disability, the Company may give the Executive

written notice of its intention to terminate the Executive’s employment. In that event, the Executive’s employment with the
Company shall terminate, effective on the later of the thirtieth (30th) day after receipt of such notice by the Executive or the date
specified in such notice; provided that, within the thirty (30) day period following receipt of such notice, the Executive shall not have
returned to full-time performance of the Executive’s duties hereunder.

(iii) Termination for Cause. The Company may terminate the Executive’s employment for
Cause.

(iv) Termination without Cause. The Company may terminate the Executive’s employment
without Cause.

(V) Resignation for Good Reason. The Executive may resign from the Executive’s employment

for Good Reason.



(vi) Resignation without Good Reason. The Executive may resign from the Executive’s
employment without Good Reason.

(b) Notice of Termination. Any termination of the Executive’s employment by the Company or by the
Executive under this Section 4 (other than a termination pursuant to Section 4(a)(i) above) shall be communicated by a written notice
to the other party hereto (a “Notice of Termination™): (i) indicating the specific termination provision in this Agreement relied upon,
(i) except with respect to a termination pursuant to Sections 4(a)(iv) or (vi), setting forth in reasonable detail the facts and
circumstances claimed to provide a basis for termination of the Executive’s employment under the provision so indicated, and (iii)
specifying a Date of Termination which, if submitted by the Executive, shall be at least thirty (30) days following the date of such
notice; provided, however, that a Notice of Termination delivered by the Company pursuant to Section 4(a)(ii) shall not be required
to specify a Date of Termination, in which case the Date of Termination shall be determined pursuant to Section 4(a)(ii); and
provided, further, that in the event that the Executive delivers a Notice of Termination to the Company, the Company may, in its sole
discretion, accelerate the Date of Termination to any date that occurs following the date of Company’s receipt of such Notice of
Termination (even if such date is prior to the date specified in such Notice of Termination). A Notice of Termination submitted by
the Company (other than a Notice of Termination under Section 4(a)(ii) above) may provide for a Date of Termination on the date the
Executive receives the Notice of Termination, or any date thereafter elected by the Company in its sole discretion. The failure by the
Company or the Executive to set forth in the Notice of Termination any fact or circumstance which contributes to a showing of
Cause or Good Reason shall not waive any right of the Company or the Executive hereunder or preclude the Company or the
Executive from asserting such fact or circumstance in enforcing the Company’s or the Executive’s rights hereunder. Notwithstanding
the foregoing, a termination pursuant to Section 4(a)(iii) shall be deemed to occur if following Executive’s termination of
employment for any reason the Company determines that circumstances existing prior to such termination would have entitled to the
Company to terminate Executive’s employment pursuant to Section 4(a)(iii).

5. Company Obligations Upon Termination of Employment

(a) In General. Upon a termination of the Executive’s employment for any reason, (i) the Executive (or
the Executive’s estate) shall be entitled to receive: (A) any portion of the Executive’s Annual Base Salary through the Date of
Termination not theretofore paid, (B) any expenses owed to the Executive under Section 3(i), (C) any accrued but unused vacation
pay owed to the Executive pursuant to Section 3(h), and (D) any amount arising from the Executive’s participation in, or benefits
under, any employee benefit plans, programs or arrangements under Section 3(g), which amounts shall be payable in accordance
with the terms and conditions of such employee benefit plans, programs or arrangements, and (ii) unless otherwise determined by the
Board, the Executive shall, effective as of the Date of Termination, resign from all positions held at the Company or any of its
subsidiaries (including, without limitation, any positions as an officer or director). Except as otherwise set forth in Section 5(b) or
(c) below, the payments and benefits described in this Section 5(a) shall be the only payments and benefits payable in the event of the
Executive’s termination of employment for any reason.

(b) Termination without Cause or for Good Reason. In the event of the Executive’s termination of
employment by the Company without Cause pursuant to Section



4(a)(iv) or by the Executive for Good Reason pursuant to Section 4(a)(v), in addition to the payments and benefits described in
Section 5(a) above, the Company shall, subject to Section 23 and Section 5(d) and subject to Executive’s execution and non-
revocation of a waiver and release of claims agreement in substantially in the form attached hereto as Exhibit A in accordance with
Section 23(c) (a “Release™):

@) Pay to the Executive an amount equal to 150% of the sum of (A) Annual Base Salary and
(B) Target Bonus, in substantially equal installments during the period beginning on the Date of Termination and ending on the
eighteen (18)-month anniversary of the Date of Termination in accordance with the Company’s regular payroll practice as of the Date
of Termination; provided that, notwithstanding anything to the contrary in this Section 5(b)(i), if such termination of employment
occurs within the twelve (12)-month period immediately following a Change in Control (and such Change in Control constitutes a
“change in control event” as defined in Treasury Regulations Section 1.409A-3(i)(5)), then, in lieu of the foregoing payments set
forth in this Section 5(b)(i), the Company shall pay to the Executive an aggregate amount equal to 200% of the sum of (A) Annual
Base Salary and (B) Target Bonus, in substantially equal installments during the period beginning on the Date of Termination and
ending on the twenty-four (24)-month anniversary of the Date of Termination in accordance with the Company’s regular payroll
practice as of the Date of Termination;

(if) Pay to the Executive an amount equal to the product of (A) the amount of the Annual Bonus
that would have been payable to the Executive pursuant to Section 3(b) if the Executive was still employed as of the applicable
Bonus Payment Date in respect of the fiscal year in which the Date of Termination occurs based on actual individual and Company
performance goals in such year and (B) the ratio of (x) the number of days elapsed during the fiscal year during which such
termination of employment occurs on or prior to the Date of Termination, to (y) 365. Any amount payable pursuant to this Section
5(b)(ii) shall, subject to Section 23 and Section 5(d), be paid to Executive in accordance with Section 3(b) as if the Executive was
still employed on the applicable Bonus Payment Date, but in no event later than the 15th day of the third month of the fiscal year
immediately following the fiscal year in which the Date of Termination occurs;

(iii) Continue to provide, subject to the Executive’s valid election to continue healthcare
coverage under COBRA, the Executive and the Executive’s eligible dependents with coverage under its group health plans during
the period commencing on the Date of Termination and ending on the earlier of (A) the eighteen (18)-month anniversary of the Date
of Termination (if such termination of employment occurs within the twelve (12)-month period immediately following a Change in
Control, the twenty-four (24)-month anniversary of the Date of Termination) and (B) the first date on which the Executive is eligible
for group health plan coverage from another employer or otherwise at the same levels and the same cost to the Executive as would
have applied if the Executive’s employment had not been terminated based on the Executive’s elections in effect on the Date of
Termination, provided, however, that (A) if any plan pursuant to which such benefits are provided is not, or ceases prior to the
expiration of the period of continuation coverage to be, exempt from the application of Section 409A under Treasury Regulation
Section 1.409A-1(a)(5), or (B) the Company is otherwise unable to continue to cover the Executive under its group health plans
without incurring penalties (including without limitation, pursuant to Section 2716 of the Public Health Service Act), then, in either
case, an
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amount equal to each remaining Company subsidy shall thereafter be paid to the Executive in substantially equal monthly
installments over the continuation coverage period (or the remaining portion thereof); and

(iv) Notwithstanding any provision to the contrary in any equity plan or award agreement with
respect to equity awards, cause (A) with respect to all Annual Equity Awards subject to service-based vesting, each such award to
become vested with respect to a prorated portion thereof based on the ratio of the number of days of employment of the Executive
during the applicable service-based vesting period to the total number of days of such service-based vesting period, and (B) with
respect to all Annual Equity Awards subject to performance-based vesting, each such award to continue to be eligible to become
vested in accordance with its terms based on actual performance with respect to a prorated portion of such award based on the ratio
of the number of days of employment of the Executive during the applicable performance period to the total number of days of such
performance period; provided that, notwithstanding anything to the contrary in this Section 5(b)(iv), (x) if such termination of
employment occurs during any period when the Executive is unable to engage in substantial gainful activity that may reasonably be
expected to result in Disability, the Company shall, on the Date of Termination, cause (I) all Annual Equity Awards subject to
service-based vesting, to become fully vested and (II) all Annual Equity Awards subject to performance-based vesting to continue to
be eligible to become vested in accordance with their terms based on actual performance, and (y) if such termination of employment
occurs within the twelve (12)-month period immediately following a Change in Control, the Company shall, on the Date of
Termination, cause all then-outstanding equity awards granted to the Executive (including, without limitation, any Annual Equity
Awards) which are not vested as of the Date of Termination to become vested for the purposes of the 2010 Incentive Award Plan or
any other applicable equity plan, and any applicable award agreement(s), deeming, for purposes of awards subject to performance-
based vesting, that the Company will attain “target” performance levels (or such higher performance level as expressly contemplated
by the applicable award agreement in the event of such a termination).

(¢) Termination due to Death or Disability. In the event of the Executive’s termination of employment
due to death pursuant to Section 4(a)(i) or by the Company due to Disability pursuant to Section 4(a)(ii), in addition to the payments
and benefits described in Section 5(a) above, the Company shall, subject to Section 23 and Section 5(d) and subject (except in the
case of death or a Disability so severe as to make such execution impossible) to the Executive’s execution and non-revocation of a
Release in accordance with Section 23(c):

@) Pay to the Executive an amount equal to the product of (A) the amount of the Annual Bonus
that would have been payable to the Executive pursuant to Section 3(b) if the Executive was still employed as of the applicable
Bonus Payment Date in respect of the fiscal year in which the Date of Termination occurs based on actual individual and Company
performance goals in such year and (B) the ratio of (x) the number of days elapsed during the fiscal year during which such
termination of employment occurs on or prior to the Date of Termination, to (y) 365. Any amount payable pursuant to this Section
5(c)(i1) shall, subject to Section 23 and Section 5(d), be paid to the Executive in accordance with Section 3(b) as if the Executive was
still employed on the applicable Bonus Payment Date in respect of the fiscal year in which the Date of Termination occurs, but in no
event later than the 15th day of the third month of the fiscal year immediately following the fiscal year in which the Date of
Termination occurs; and
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(if) Notwithstanding any provision to the contrary in any equity plan or award agreement with
respect to equity awards, cause (A) with respect to all Annual Equity Awards subject to service-based vesting, each such award to
become fully vested, and (B) with respect to all Annual Equity Awards subject to performance-based vesting, each such award to
continue to be eligible to become vested in accordance with its terms based on actual performance.

(d) Notwithstanding any other provision of this Agreement, no payment shall be made, and no
acceleration of vesting shall occur, pursuant to Section 5(b) or Section 5(c) following the date the Executive first violates Section
6(a), (b), (d), or (e) if the Executive does not cure such violation within 30 days of written notice thereof.

(e) The provisions of this Section 5 shall supersede in their entirety any severance payment provisions in
any severance plan, policy, program or other arrangement maintained by the Company.

6. Restrictive Covenants

(a) The Executive hereby agrees that the Executive shall not, at any time during the Restricted Period,
directly or indirectly engage in, have any interest in (including, without limitation, through the investment of capital or lending of
money or property), or manage, operate or otherwise render any services to, any Person (whether on his/her own or in association
with others, as a principal, director, officer, employee, agent, representative, partner, member, security holder, consultant, advisor,
independent contractor, owner, investor, participant or in any other capacity) that engages in (either directly or through any
subsidiary or Affiliate thereof) the business of marketing or selling any products which directly compete with the products sold by
the Company but only if the Executive directly or indirectly engages in, has any interest in (including, without limitation, through the
investment of capital or lending of money or property), or manages, operates or otherwise renders any services in connection with,
such business (whether on his/her own or in association with others, as a principal, director, officer, employee, agent, representative,
partner, member, security holder, consultant, advisor, independent contractor, owner, investor, participant or in any other capacity) (a
“Competing Person”). Notwithstanding the foregoing, the Executive shall be permitted to acquire a passive stock or equity interest
in such a Person; provided that such stock or other equity interest acquired is less than five percent (5%) of the outstanding interest in
such Person.

(b) The Executive hereby agrees that the Executive shall not, at any time during the Restricted Period,
directly or indirectly, either for himself or on behalf of any other Person, (i) recruit or otherwise solicit or induce any employee,
customer or supplier of the Company to terminate its employment or arrangement with the Company, or otherwise change its
relationship with the Company, or (ii) hire, or cause to be hired, any person who both (A) was employed by the Company at any time
during the 180-day period before the Date of Termination and (B) was employed by the Company at the time of recruitment,
solicitation, inducement or hire, or (x) with respect to any former employee of the Company who following his/her termination of
employment at the Company becomes employed on a full-time basis with another employer prior to any recruitment, solicitation or
inducement by the Executive (and who at the time of commencement of such other employment had no intention of becoming
employed by the Executive or any Person affiliated with the Executive), at any time during the 90-day period immediately prior to
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recruitment, solicitation, inducement or hire thereof, or (y) with respect to any other former employee of the Company, at any time
during the 180-day period immediately prior to recruitment, solicitation, inducement or hire thereof; provided, however, that any
advertising or solicitation not specifically directed at the Company or any of its employees, clients or customers shall not constitute a
breach of this Section 6(b) nor shall the hiring of any person pursuant to such advertising or solicitation whose annual compensation
is less than $60,000 per annum.

(c) The provisions contained in Sections 6(a) and (b) may be altered and/or waived to be made less
restrictive on the Executive with the prior written consent of the Board or the Committee. Additionally, the Executive and Company
acknowledge that, to the extent the Executive is bound by Rule 5.6 of the Massachusetts Rules of Professional Conduct (or any
similar provision), the restrictions of this Section 6 shall not be interpreted to restrict the Executive from engaging in the practice of
law, provided such engagement does not also require or permit the Executive to serve in a business, non-legal role with a Competing
Person. The Executive acknowledges and agrees that certain in-house legal roles, such as Chief Legal Officer, General Counsel and
Assistant General Counsel roles, are roles that innately require service in both a legal and non-legal capacity, and, therefore, the
Executive expressly agrees not to be engaged in such roles for a Competing Person during the Restricted Period.

(d) Except as the Executive reasonably and in good faith determines to be desirable in the faithful
performance of the Executive’s duties hereunder or required in accordance with Section 6(f), the Executive shall, during the Term
and after the Date of Termination, maintain in confidence and shall not directly or indirectly, use, disseminate, disclose or publish,
for the Executive’s benefit or the benefit of any other Person, any confidential or proprietary information or trade secrets of or
relating to the Company, including, without limitation, information with respect to the Company’s operations, processes, protocols,
products, inventions, business practices, finances, principals, vendors, suppliers, customers, potential customers, marketing methods,
costs, prices, contractual relationships, regulatory status, compensation paid to employees or other terms of employment
(“Proprietary Information”), or deliver to any Person, any document, record, notebook, computer program or similar repository of or
containing any such Proprietary Information. The Executive’s obligation to maintain and not use, disseminate, disclose or publish, or
use for the Executive’s benefit or the benefit of any other Person, any Proprietary Information after the Date of Termination will
continue so long as such Proprietary Information is not, or has not by legitimate means become, generally known and in the public
domain (other than by means of the Executive’s direct or indirect disclosure of such Proprietary Information) and continues to be
maintained as Proprietary Information by the Company. The parties hereby stipulate and agree that as between them, the Proprietary
Information identified herein is important, material and affects the successful conduct of the businesses of the Company (and any
successor or assignee of the Company).

(e) Upon termination of the Executive’s employment with the Company for any reason, the Executive will
promptly deliver to the Company (i) all correspondence, drawings, manuals, letters, notes, notebooks, reports, programs, plans,
proposals, financial documents, and any other documents that are Proprietary Information, including all physical and digital copies
thereof (the “Materials”), and (ii) all other Company property (including, without limitation, any personal computer or wireless
device and related accessories, keys, credit cards and other similar items) which is in his/her possession, custody or control.
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® The Executive may respond to a lawful and valid subpoena or other legal process but shall give the
Company prompt notice thereof, and shall use reasonable best efforts, as much in advance of the return date as possible, to make
available to the Company and its counsel the documents and other information sought, and shall assist (at the Company’s expense)
such counsel in resisting or otherwise responding to such process.

(2) Except as required in connection with any legal dispute between the parties or as required by
applicable law or legal process, during the Term and thereafter; (i) Novanta shall instruct its then-current Board members, executive
officers and authorized Novanta representatives speaking on behalf of Novanta to not willfully make (or direct anyone else to make)
any Disparaging remarks, comments or statements about the Executive to any other person or entity; and (ii) the Executive shall not
willfully make (or direct anyone else to make) any Disparaging remarks, comments or statements about the Company (including,
without limitation, its directors, officers, agents, representatives, partners, members, equity holders or Affiliates) to any other person
or entity. For purposes hereof, “Disparaging” written or oral remarks, comments or statements are those that impugn the character,
honesty, integrity or morality or business acumen or abilities in connection with any aspect of the operation of business of the
individual or entity being disparaged. Notwithstanding the foregoing, the Executive may make truthful statements about any
Company employee to any member of the Board or his/her legal representatives and each Board member may make truthful
statements about the Executive to other Board members or the Company’s legal representatives.

(h) Prior to accepting other employment or any other service relationship during the Restricted Period, the
Executive shall provide a copy of this Section 6 to any recruiter who assists the Executive in obtaining other employment or any
other service relationship and to any employer or other Person with which the Executive obtains future employment or any other
service relationship prior to the commencement of such future employment or other service relationship.

@) In the event the terms of this Section 6 shall be determined by any court of competent jurisdiction to be
unenforceable by reason of its extending for too great a period of time or over too great a geographical area or by reason of its being
too extensive in any other respect, it will be interpreted to extend only over the maximum period of time for which it may be
enforceable, over the maximum geographical area as to which it may be enforceable, or to the maximum extent in all other respects
as to which it may be enforceable, all as determined by such court in such action. Any breach or violation by the Executive of the
provisions of this Section 6 shall toll the running of any time periods set forth in this Section 6 for the duration of any such breach or
violation.

) As used in this Section 6, the term “Company” shall include Novanta and any direct or indirect
subsidiary entity thereof.

7. Injunctive Relief; Defend Trade Secrets Act.

(a) The Executive recognizes and acknowledges that a breach of the covenants contained in Section 6 will
cause irreparable damage to the Company and its goodwill, the exact amount of which will be difficult or impossible to ascertain,
and that the remedies at law for any

14



such breach will be inadequate. Accordingly, the Executive agrees that in the event of a breach of any of the covenants contained in
Section 6, in addition to any other remedy which may be available at law or in equity, the Company will be entitled to specific
performance and injunctive relief (without any requirement to post a bond or other security).

(b) The Executive acknowledges that the Company has provided the Executive with the following notice
of immunity rights in compliance with the requirements of the Defend Trade Secrets Act of 2016: (i) the Executive shall not be held
criminally or civilly liable under any federal or state trade secret law for the disclosure of Proprietary Information that is made in
confidence to a federal, state or local government official or to an attorney solely for the purpose of reporting or investigating a
suspected violation of law, (ii) the Executive shall not be held criminally or civilly liable under any federal or state trade secret law
for the disclosure of Proprietary Information that is made in a complaint or other document filed in a lawsuit or other proceeding, if
such filing is made under seal and (iii) if the Executive files a lawsuit for retaliation by the Company for reporting a suspected
violation of law, the Executive may disclose the Proprietary Information to the Executive’s attorney and use the Proprietary
Information in the court proceeding, if the Executive files any document containing the Proprietary Information under seal, and does
not disclose the Proprietary Information, except pursuant to court order.

8. Parachute Payments

(a) In the event it shall be determined that (i) any payment or distribution to or for the benefit of the
Executive under this Agreement or any other plan, arrangement or agreement with the Company, any person whose actions result in a
Change in Control or other change in control or any person affiliated with the Company or such person (the “Payment” and
collectively, the “Payments’) would be subject to the excise tax imposed by Section 4999 of the Code (or any similar federal, state or
local tax that may hereafter be imposed) or any interest or penalties with respect to such excise tax (collectively, such excise tax,
together with any such interest or penalties, the “Excise Tax”) and (ii) the amount of all the Payments that Executive would retain
after all federal, state and local income taxes, Executive’s share of employment taxes, and the Excise Tax on the Payments would be
less than the amount Executive would retain after all such taxes if the total amount of the Payments were reduced to an amount equal
to one dollar less than the minimum amount which would result in the Payments becoming subject to the Excise Tax (such reduced
amount, the “Safe Harbor Amount”), then the total amount of the Payments that shall be payable to Executive shall be reduced to an
amount equal to the Safe Harbor Amount. The Payments shall be reduced by the Company in its reasonable discretion in the
following order: (A) reduction of any cash severance payments otherwise payable to the Executive that are exempt from Section
409A, (B) reduction of any other cash payments or benefits otherwise payable to the Executive that are exempt from Section 409A,
but excluding any payment attributable to the acceleration of vesting or payment with respect to any equity award that is exempt
from Section 409A, (C) reduction of any other payments or benefits otherwise payable to the Executive on a pro-rata basis or such
other manner that complies with Section 409A, but excluding any payment attributable to the acceleration of vesting and payment
with respect to any equity award that is exempt from Section 409A, and (D) reduction of any payments attributable to the
acceleration of vesting or payment with respect to any equity award that is exempt from Section 409A, in each case beginning with
payments that would otherwise be made last in time.
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(b) All determinations required to be made under this Section 8 shall be made in writing by an accounting
firm or consulting group with experience in performing calculations regarding the applicability of Section 280G of the Code and the
Excise Tax (the “Tax Advisor”) and such determinations shall be final and binding on the Company and the Executive and detailed
supporting calculations shall be provided to the Company and the Executive. The Tax Advisor shall be selected by the Company in
its good faith discretion, following consultation with its independent auditors and the Executive. Any fees incurred as a result of
work performed by the Tax Advisor pursuant to this Section 8 shall be paid by the Company.

(©) For purposes of any analysis required by this Section 8, (i) the Executive shall be deemed to pay
federal income taxes at the highest marginal rate of federal income taxation in the calendar year in which the determination is to be
made and state and local income taxes at the highest marginal rate of taxation in the state and locality of the Executive’s residence on
the date of the determination is to be made, net of the maximum reduction in federal income taxes which could be obtained from
deduction of such state and local taxes, (ii) no portion of the Payments shall be taken into account which, in the opinion of the Tax
Advisor, does not constitute a “parachute payment” within the meaning of Section 280G(b)(2) of the Code (including, without
limitation, by reason of Section 280G(b)(4)(A) of the Code), (iii) in calculating the Excise Tax, no portion of the Payments shall be
taken into account which, in the opinion of the Tax Advisor, constitutes reasonable compensation for services actually rendered,
within the meaning of Section 280G(b)(4)(B) of the Code, in excess of the “base amount” (as defined in Section 280G(b)(3) of the
Code) allocable to such reasonable compensation, and (iv) the value of any non-cash benefit or any deferred payment or benefit
included in the Payments shall be determined by the Tax Advisor in accordance with the principles of Sections 280G(d)(3) and (4) of
the Code.

9. Assignment and Successors

. The Company may (a) assign its rights and obligations under this Agreement to any entity, including any successor to all
or substantially all the assets of the Company, by merger or otherwise, and (b) may assign or encumber this Agreement and its rights
hereunder as security for indebtedness of the Company and its Affiliates; provided, however, that no assignment or encumbrance
pursuant to Section 9(b) shall relieve the Company of any of its obligations hereunder. The Executive may not assign the
Executive’s rights or obligations under this Agreement to any individual or entity. This Agreement shall be binding upon and inure
to the benefit of the Company, the Executive and their respective successors, assigns, personnel and legal representatives, executors,
administrators, heirs, distributees, devisees, and legatees, as applicable.

10. Governing Law

. This Agreement shall be governed, construed, interpreted and enforced in accordance with the substantive laws of the
Commonwealth of Massachusetts, without giving effect to any principles of conflicts of law, whether of the Commonwealth of
Massachusetts or any other jurisdiction, and where applicable, the laws of the United States, that would result in the application of
the laws of any other jurisdiction.

11. Validity

The invalidity or unenforceability of any provision or provisions of this Agreement shall not affect the validity or
enforceability of any other provision of this Agreement, which shall remain in full force and effect.
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12. Notices

. Any notice, request, claim, demand, document and other communication hereunder to any party hereto shall be effective
upon receipt (or refusal of receipt) and shall be in writing and delivered personally or sent by telex, telecopy, or certified or registered
mail, postage prepaid, to the following address (or at any other address as any party hereto shall have specified by notice in writing
to the other party hereto):

(a) If to the Company:

Novanta Inc.

125 Middlesex Turnpike

Bedford, MA 01730-1409

Attn: Chief Human Resources Officer
Facsimile: (781) 266-5114

(b) If to the Executive, at the Executive’s address set forth in the Company’s then-current records.
13. Counterparts

. This Agreement may be executed in several counterparts, each of which shall be deemed to be an original, but all of
which together will constitute one and the same Agreement.

14. Entire Agreement

. The terms of this Agreement (together with any other agreements and instruments contemplated hereby or referred to
herein) is intended by the parties hereto to be the final expression of their agreement with respect to the employment of the Executive
by the Company and supersedes and may not be contradicted by evidence of any prior or contemporaneous agreement. The parties
hereto further intend that this Agreement shall constitute the complete and exclusive statement of its terms and that no extrinsic
evidence whatsoever may be introduced in any judicial, administrative, or other legal proceeding to vary the terms of this Agreement.

15. Amendments; Waivers

This Agreement may not be modified, amended, or terminated except by an instrument in writing, signed by the
Executive and a duly authorized officer of Novanta and approved by the Board, which expressly identifies the amended provision of
this Agreement. By an instrument in writing similarly executed and approved by the Board, the Executive or a duly authorized
officer of Novanta may waive compliance by the other party or parties hereto with any provision of this Agreement that such other
party was or is obligated to comply with or perform; provided, however, that such waiver shall not operate as a waiver of, or estoppel
with respect to, any other or subsequent failure to comply or perform. No failure to exercise and no delay in exercising any right,
remedy, or power hereunder shall preclude any other or further exercise of any other right, remedy, or power provided herein or by
law or in equity.

16. No Inconsistent Actions

. The parties hereto shall not voluntarily undertake or fail to undertake any action or course of action inconsistent with the
provisions or essential intent of this Agreement. Furthermore, it is the intent of the parties hereto to act in a fair and reasonable
manner with respect to the interpretation and application of the provisions of this Agreement.
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17. Construction

. This Agreement shall be deemed drafted equally by both of the parties hereto. Its language shall be construed as a whole
and according to its fair meaning. Any presumption or principle that the language is to be construed against any party hereto shall
not apply. The headings in this Agreement are only for convenience and are not intended to affect construction or
interpretation. Any references to paragraphs, subparagraphs, sections or subsections are to those parts of this Agreement, unless the
context clearly indicates to the contrary. Also, unless the context clearly indicates to the contrary, (a) the plural includes the singular
and the singular includes the plural; (b) “and” and “or” are each used both conjunctively and disjunctively; (¢) “any,” “all,” “each,”
or “every” means “any and all,” and “each and every”; (d) “includes” and “including” are each “without limitation™; (e) “herein,”
“hereof,” “hereunder” and other similar compounds of the word “here” refer to the entire Agreement and not to any particular
paragraph, subparagraph, section or subsection; and (f) all pronouns and any variations thereof shall be deemed to refer to the
masculine, feminine, neuter, singular or plural as the identity of the entities or persons referred to may require.

18. Dispute Resolution

(a) With respect to disputes and claims hereunder, each of the parties irrevocably submits to the exclusive
jurisdiction of any court of competent jurisdiction sitting in Middlesex County, Massachusetts, for the purposes of any suit, action or
other proceeding arising out of this Agreement, any related agreement or any transaction contemplated hereby or thereby. Each of
the parties hereto further agrees that service of any process, summons, notice or document by U.S. registered mail to such party’s
respective address set forth or described in Section 12 shall be effective service of process for any action, suit or proceeding in any
court of competent jurisdiction sitting in Middlesex County, Massachusetts with respect to any matters to which it has submitted to
jurisdiction in this Section 18. Each of the parties hereto irrevocably and unconditionally waives any objection to the laying of venue
of any action, suit or proceeding arising out of this Agreement, any related document or the transactions contemplated hereby and
thereby in any court of competent jurisdiction sitting in Middlesex County, Massachusetts, and hereby and thereby further
irrevocably and unconditionally waives and agrees not to plead or claim in any such court that any such action, suit or proceeding
brought in any such court has been brought in an inconvenient forum.

(b) As a specifically bargained for inducement for each of the parties hereto to enter into this Agreement (after
having the opportunity to consult with counsel), each party hereto expressly waives the right to trial by jury in any lawsuit or
proceeding relating to or arising in any way from this Agreement or the matters contemplated hereby.

19. Enforcement

. Subject to Section 6(i), if any provision of this Agreement is held to be illegal, invalid or unenforceable under present or
future laws effective during the term of this Agreement, such provision shall be fully severable; this Agreement shall be construed
and enforced as if such illegal, invalid or unenforceable provision had never comprised a portion of this Agreement; and the
remaining provisions of this Agreement shall remain in full force and effect and shall not be affected by the illegal, invalid or
unenforceable provision or by its severance from this Agreement. Furthermore, without limiting Section 6(i), in lieu of such illegal,
invalid or unenforceable provision there shall be added automatically as part of this Agreement a provision
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as similar in terms to such illegal, invalid or unenforceable provision as may be possible and be legal, valid and enforceable.

20. Withholding

. The Company shall be entitled to withhold from any amounts payable under this Agreement, any federal, state, local or
foreign withholding or other taxes or charges which the Company is required to withhold. The Company shall be entitled to rely on

an opinion of counsel if any questions as to the amount or requirement of withholding shall arise.

21. Absence of Conflicts; Executive Acknowledgement; Confidentiality

The Executive hereby represents that from and after the Effective Date the performance of the Executive’s duties
hereunder will not breach any other agreement to which the Executive is a party. The Executive acknowledges that the Executive
has read and understands this Agreement, is fully aware of its legal effect, has not acted in reliance upon any representations or
promises made by the Company other than those contained in writing herein, and has entered into this Agreement freely based on the
Executive’s own judgment.

22. Survival

. The expiration or termination of the Term shall not impair the rights or obligations of any party hereto which shall have
accrued prior to such expiration or termination (including, without limitation, pursuant to the provisions of Section 6 hereof).

23. Section 409A

(a) General. The parties hereto acknowledge and agree that, to the extent applicable, this Agreement shall
be interpreted in accordance with, and incorporate the terms and conditions required by, Section 409A. Notwithstanding any
provision of this Agreement to the contrary, in the event that the Company determines that any amounts payable hereunder will be
immediately taxable to the Executive under Section 409A, the Company reserves the right (without any obligation to do so or to
indemnify the Executive for failure to do so) to (i) adopt such amendments to this Agreement and appropriate policies and
procedures, including amendments and policies with retroactive effect, that the Company determines to be necessary or appropriate
to preserve the intended tax treatment of the benefits provided by this Agreement, to preserve the economic benefits of this
Agreement and to avoid less favorable accounting or tax consequences for the Company and/or (ii) take such other actions as the
Company determines to be necessary or appropriate to exempt the amounts payable hereunder from Section 409A or to comply with
the requirements of Section 409A and thereby avoid the application of penalty taxes thereunder. No provision of this Agreement
shall be interpreted or construed to transfer any liability for failure to comply with the requirements of Section 409A from the
Executive or any other individual to the Company or any of its Affiliates, employees or agents.

(b) Separation from Service under Section 409A. Notwithstanding any provision to the contrary in this
Agreement: (i) no amount that constitutes ‘“nonqualified deferred compensation” under Section 409A shall be payable pursuant to
Section 5(b) or 5(c) unless the termination of the Executive’s employment constitutes a “separation from service” within the meaning
of Section 1.409A-1(h) of the Department of Treasury Regulations; (ii) for purposes of Section 409A, the Executive’s right to receive
installment payments pursuant to Section 5(b) or 5(c) shall be treated as a right to receive a series of separate and distinct payments;
and (iii) to the extent that any reimbursement of expenses or in-kind benefits constitutes “deferred compensation”
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under Section 409A, such reimbursement or benefit shall be provided no later than December 31 of the year following the year in
which the expense was incurred. The amount of expenses reimbursed in one year shall not affect the amount eligible for
reimbursement in any subsequent year. The amount of any in-kind benefits provided in one year shall not affect the amount of in-
kind benefits provided in any other year. Notwithstanding any provision to the contrary in this Agreement, if the Executive is deemed
at the time of his/her separation from service to be a “specified employee” for purposes of Section 409A(a)(2)(B)(i) of the Code, to
the extent delayed commencement of any portion of the termination benefits to which the Executive is entitled under this Agreement
is required in order to avoid a prohibited distribution under Section 409A(a)(2)(B)(i) of the Code, such portion of the Executive’s
termination benefits shall not be provided to the Executive prior to the earlier of (A) the expiration of the six-month period measured
from the date of the Executive’s “separation from service” with the Company (as such term is defined in the Treasury Regulations
issued under Section 409A of the Code) or (B) the date of the Executive’s death; upon the earlier of such dates, all payments deferred
pursuant to this sentence shall be paid in a lump sum to the Executive, and any remaining payments due under the Agreement shall
be paid as otherwise provided herein.

(¢) Release. Notwithstanding anything to the contrary in this Agreement, to the extent that any payments
of “nonqualified deferred compensation” (within the meaning of Section 409A) due under this Agreement as a result of the
Executive’s termination of employment are subject to the Executive’s execution and delivery of a Release, (i) the Company shall
deliver the Release to the Executive within seven (7) days following the Date of Termination, and (ii) if the Executive fails to execute
the Release on or prior to the Release Expiration Date (as defined below) or timely revokes his/her acceptance of the Release
thereafter, the Executive shall not be entitled to any payments or benefits otherwise conditioned on the Release. For purposes of this
Section 23(c), “Release Expiration Date” shall mean the date that is twenty-one (21) days following the date upon which the
Company timely delivers the Release to the Executive, or, in the event that the Executive’s termination of employment is “in
connection with an exit incentive or other employment termination program” (as such phrase is defined in the Age Discrimination in
Employment Act of 1967), the date that is forty-five (45) days following such delivery date. To the extent that any payments of
nonqualified deferred compensation (within the meaning of Section 409A) due under this Agreement as a result of the Executive’s
termination of employment are delayed pursuant to this Section 23(c), such amounts shall be paid in a lump sum on the first payroll
date to occur on or after the 60th day following the date of Executive’s termination of employment, provided that Executive executes
and does not revoke the Release prior to such 60th day (and any applicable revocation period has expired).

24, Compensation Recovery Policy. The Executive acknowledges and agrees that, to the extent the Company
adopts any clawback or similar policy in connection with or otherwise as a result of the Dodd-Frank Wall Street Reform and
Consumer Protection Act, and any rules and regulations promulgated thereunder (including, without limitation, any listing rules or
standards resulting therefrom), he shall, during the Term and thereafter, take all action necessary or appropriate to comply with such
policy, as may be amended from time to time in the Company’s sole discretion (including, without limitation, entering into any
further agreements, amendments or policies necessary or appropriate to implement and/or enforce such policy). The Executive’s
obligations under this Section 24 shall survive the termination of this Agreement. For the
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avoidance of doubt, other than as provided in this Agreement (including, this Section 24), or as otherwise required by applicable law
or by the rules of any securities exchange or automated quotation system on which shares of the Company’s capital stock are listed,
quoted or traded, no vested equity award described in this Agreement shall be subject to any payment, termination or forfeiture
obligation described in Section 12.5(a) of the 2010 Incentive Award Plan and the Executive shall not be required, and no award under
such plan shall be conditioned on requiring Executive, to enter into any other agreement to the contrary.

25. Full Settlement. The Company’s obligation to make the payments provided for in this Agreement and
otherwise to perform its obligations hereunder shall not be affected by any set-off, counterclaim, recoupment, defense or other claim,
right or action which the Company may have against the Executive or others. In no event shall the Executive be obligated to seek
other employment or take any other action by way of mitigation of the amounts payable to the Executive under any of the provisions
of this Agreement and such amounts shall not be reduced whether or not the Executive obtains other employment.

26. Conflicts. To the extent this Agreement describes equity awards that shall be issued pursuant to the 2010
Incentive Award Plan, such equity awards shall be subject to the 2010 Incentive Award Plan; provided that, in the event of a conflict
between any term or provision contained herein and a term or provision of the 2010 Incentive Award Plan, the applicable term or
provision of this Agreement will govern and prevail.

[Signature pages follow]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the date and year first above written.

COMPANY
By: /s/ Brian S. Young
Name: Brian S. Young
Title: Chief Human Resources Officer

Signature Page to the
Employment Agreement for Michele Welsh



EXECUTIVE

By: /s/Michele Welsh

Michele Welsh

Signature Page to the
Employment Agreement for Michele Welsh



Exhibit A
RELEASE OF CLAIMS

1. General Release.

(a) I acknowledge that my employment with Novanta Inc. (f/k/a GSI Group Inc.) (the “Company”) and all
subsidiaries and affiliates thereof terminated on | ]. I further acknowledge that the Company delivered this Release of Claims
(the “Release”) to me on [ ].

(b) In exchange for the payments and benefits described in that certain Employment Agreement by and between the
Company and me (the “Employment Agreement”), which I agree I am not otherwise entitled to receive absent execution and non-
revocation of the Release, I and my representatives, agents, estate, heirs, successors and assigns (“Releasors”) voluntarily agree to
release and discharge the Company and its parents, affiliates, subsidiaries, predecessors, successors, assigns, plan sponsors and plan
fiduciaries (and the current and former trustees, officers, directors, employees, and agents of each of the foregoing, all both
individually, in their capacity acting on the Company’s behalf and in their official capacities) (collectively “Releasees™) generally
from all claims, demands, actions, suits, damages, debts, judgments and liabilities of every name and nature, whether existing or
contingent, known or unknown, suspected or unsuspected, in law or in equity in connection with my employment by or termination
of employment with the Company, or any of my dealings, transactions or events involving the Releasees, arising on or before the
date of this Release. This Release is intended by me to be all encompassing and to act as a full and total release of any claims that the
Releasors may have or have had against the Releasees from the beginning of time to the date of this Release, including but not
limited to all claims in contract (whether written or oral, express or implied), tort, equity and common law; any claims for wrongful
discharge, breach of contract, or breach of the obligation of good faith and fair dealing; and/or any claims under any local, state or
federal constitution, statute, law, ordinance, bylaw, or regulation dealing with either employment, employment discrimination,
retaliation, mass layoffs, plant closings, and/or employment benefits and/or those laws, statutes or regulations concerning
discrimination on the basis of race, color, creed, religion, age, sex, sexual harassment, sexual orientation, national origin, ancestry,
handicap or disability, veteran status or any military service or application for military service or any other category protected by law
(including, without limitation, claims under the Massachusetts Fair Employment Practices Act (Mass. Gen. Laws ch. 151B, §§1-10)
and the Massachusetts Wage Act (Mass. Gen. Laws ch. 149, §§ 148-150)); and any federal, state or local law or regulation
concerning securities, stock, stock options or restricted or performance stock units. This Release is for any relief, no matter how
denominated, including but not limited to wages, back pay, front pay, benefits, compensatory damages, liquidated damages, punitive
damages or attorney’s fees. 1 also agree not to commence or cooperate in the prosecution or investigation of any lawsuit,
administrative action or other claim or complaint against the Releasees, except as required by law.



(©) By this Release, I not only release and discharge the Releasees from any and all claims as stated above that the
Releasors could make on my own behalf or on the behalf of others, but also those claims that might be made by any other person or
organization on my behalf and I specifically waive any right to recover any damage awards as a member of any class in a case in
which any claims against the Releasees are made involving any matters arising out of my employment by or termination of
employment with the Company, or any of my dealings, transactions or events involving the Releasees

(d) I agree that, except for any payments or benefits set forth in Section 5 of the Employment Agreement that have
not yet been paid, as applicable, the payments and benefits the Company previously provided to me are complete payment,
settlement, accord and satisfaction with respect to all obligations and liabilities of the Releasees to the Releasors, and with respect to
all claims, causes of action and damages that could be asserted by the Releasors against the Releasees regarding my employment or
termination of employment with the Company, or any of my dealings, transactions or events involving the Releasees, including,
without limitation, all claims for wages, salary, commissions, draws, car allowances, incentive pay, bonuses, business expenses,
vacation, stock, stock options, restricted or performance stock units, severance pay, attorneys’ fees, compensatory damages,
exemplary damages, or other compensation, benefits, costs or sums. Notwithstanding anything in this Release to the contrary, this
Release shall not affect and 1 do not waive: (i) rights to indemnification I may have under: (A) applicable law, (B) any charter
document or bylaws, (C) any agreement between me and the Company or any other Releasee, (D) as an insured under any directors’
and officers’ liability insurance policy now or previously in force, (ii) any right I may have to obtain contribution in the event of the
entry of judgment against me as a result of any act or failure act for which both I and any Releasee are jointly responsible; and (iii)
my rights to vested benefits and payments under any stock options, restricted or performance stock units or other incentive plans or
any agreements relating thereto (all of which are set forth in Section 5 of the Employment Agreement) or under any retirement plan,
welfare benefit plan or other benefit or deferred compensation plan, all of which shall remain in effect in accordance with the terms
and provisions thereof, or my rights as a stockholder or equity holder of the Company.

(e) I understand and agree that this Release will be binding on me and my heirs, administrators and assigns. I
acknowledge that I have not assigned any claims or filed or initiated any legal proceedings against any of the Releasees.

® I acknowledge and agree that if any provision of this Release is found, held or deemed by a court of competent
jurisdiction to be void, unlawful or unenforceable under any applicable statute or controlling law, the remainder of this Release shall
continue in full force and effect.

(2) This Release is deemed made and entered into in the Commonwealth of Massachusetts, and in all respects shall
be interpreted, enforced and governed under the internal laws of the Commonwealth of Massachusetts, to the extent not preempted
by federal law.



(h) Notwithstanding the comprehensive release of claims set forth in the preceding paragraphs of this Section 1,
nothing in this Release shall bar or prohibit me from contacting, seeking assistance from or participating in any proceeding before
any federal or state administrative agency to the extent permitted by applicable federal, state and/or local law. However, I
nevertheless will be prohibited to the fullest extent authorized by law from obtaining monetary damages in any agency proceeding in
which I do so participate.

2. Waiver of Rights and Claims Under the Age Discrimination in Employment Act of 1967. Since I am 40 years
of age or older, I acknowledge and agree that I have been informed that I have or may have specific rights and/or claims under the
Age Discrimination in Employment Act of 1967 (the “ADEA”) and I agree that:

(a) in consideration for the payments and benefits described in the Employment Agreement, which I am not
otherwise entitled to receive absent execution and non-revocation of the Release, I specifically and voluntarily waive such rights
and/or claims under the ADEA that I have or might have against the Releasees to the extent such rights and/or claims arose prior to
the date I executed this Release;

(b) I understand that I am not waiving rights or claims under the ADEA which may arise after the date that I execute
this Release;

(©) I have been advised to consult with or seek advice from an attorney of my choice or any other person of my
choosing before executing this Release;

(d) I have been advised that I have twenty-one (21) days from the date I receive this Release (the “Consideration
Period”) to review this Release and consider its terms before signing it, and I acknowledge and agree that such Consideration Period
will not be affected or extended by any changes, whether material or immaterial, that might be made to this Release;

(e) in entering into this Release I am not relying on any representation, promise or inducement made by the
Company or its attorneys with the exception of those promises described in this Release; and

® I may revoke this Release for a period of seven (7) days after I sign it and all rights and obligations of both
parties under this Release shall not become effective or enforceable until the date upon which the seven (7) day revocation period has
expired. For such a revocation to be effective, the Company must receive it on or before the expiration of the seven (7) day
revocation period.

* % k% %



I acknowledge and agree that this Release is a legally binding document and my signature will commit me to its
terms. I acknowledge and agree that I have carefully read and fully understand all of the provisions of this Release and that I
voluntarily enter into this Release by signing below. Upon execution, I agree to deliver a signed copy of this Release to [ 1,
[ ] of the Company.

Michele Welsh

Date:




Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
CERTIFICATIONS

I, Matthijs Glastra, certify that:

1.
2.

I have reviewed this quarterly report on Form 10-Q of Novanta Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a)

b)

<)

d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)

b)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

August 9, 2022

/s/ Matthijs Glastra
Matthijs Glastra
Chief Executive Officer




Exhibit 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

CERTIFICATION

I, Robert J. Buckley, certify that:

1.
2.

I have reviewed this quarterly report on Form 10-Q of Novanta Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

August 9, 2022

/s/ Robert J. Buckley
Robert J. Buckley
Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Novanta Inc. (the “Company”) on Form 10-Q for the period ended July 1, 2022 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Matthijs Glastra, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:

(1) the Report fully complies with the requirements of section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934; and
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the

Company.

/s/ Matthijs Glastra
Matthijs Glastra
Chief Executive Officer

August 9, 2022



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Novanta Inc. (the “Company”) on Form 10-Q for the period ended July 1, 2022 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Robert J. Buckley, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:

(1) the Report fully complies with the requirements of section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934; and
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the

Company.

/s/ Robert J. Buckley
Robert J. Buckley
Chief Financial Officer

August 9, 2022



