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NOVELLUS SYSTEMS REPORTS FOURTH
QUARTER AND YEAR-END RESULTS

SAN JOSE, Calif., January 31, 2011-Novellus Systems, Inc. (NASDAQ: NVLS) today reported operating results for
its fourth quarter and year ended December 31, 2010. Net sales for the fourth quarter were $384.4 million, up
$17.2 million or 4.7 percent from third quarter 2010 net sales of $367.2 million, and up $140.2 million or 57.4
percent from fourth quarter 2009 net sales of $244.2 million. Net income for the fourth quarter was $81.5
million, or $0.89 per diluted share, up $5.2 million from the third quarter 2010 net income of $76.3 million, or
$0.82 per diluted share, and up $46.3 million from the fourth quarter 2009 net income of $35.2 million, or $0.36
per diluted share.

Fourth quarter 2010 results of operations include $2.4 million in charges related to the consolidation of our
Industrial Applications Group manufacturing facilities in Germany, $9.9 million in charges due to the adoption of
our accelerated stock vesting retirement plan and $0.7 million in adjustments to prior restructuring charges.
Net income excluding these charges was $94.3 million or $1.03 per diluted share. Excluding certain charges
and benefits, third quarter 2010 and fourth quarter 2009 net income was $81.3 million and $38.2 million,
respectively, or $0.88 and $0.39 per diluted share, respectively. A reconciliation of non-GAAP operating results
to U.S. generally accepted accounting principles ("GAAP") is included below.

Net sales for fiscal year 2010 were $1.3 billion, up $710.0 million or 111.1 percent from net sales of $639.2
million in fiscal year 2009. Net income for the year was $262.3 million or $2.79 per diluted share compared with
a net loss of $85.2 million or $0.88 per diluted share for fiscal year 2009.

Fiscal year 2010 results of operations include $7.2 million in charges related to the consolidation of our
Industrial Applications Group manufacturing facilities in Germany, $0.5 million in charges related to reductions
in workforce, $0.9 million in charges due to consolidation of manufacturing in Oregon, $9.9 million in charges
due to the adoption of our accelerated stock vesting retirement plan, $1.4 million in adjustments to prior
restructuring charges and $4.4 million in charges due to legal fees for the Linear trial. Fiscal year 2010 net
income was $284.8 million or $3.03 per diluted share excluding those items. Excluding certain charges and
benefits, fiscal year 2009 net loss was $49.1 million or $0.51 per diluted share. A reconciliation of non-GAAP
operating results to GAAP is included below.

Bookings in the fourth quarter were $410.6 million, up $3.7 million or 0.9 percent from third quarter 2010
bookings of $406.9 million. Fourth quarter 2010 shipments of $417.9 million were up by $54.6 million or 15.0
percent from $363.3 million in the third quarter of 2010. Deferred revenue at the end of the quarter was $75.8
million, an increase of $28.4 million or 60.0 percent from $47.4 million at the end of the third quarter of 2010.
Deferred revenue in the fourth and third quarters of 2010 included $59.7 million and $32.4 million, respectively,
related to system sales.

Cash, cash equivalents and short-term investments as of December 31, 2010 were $671.3 million, an increase
of $76.7 million or 12.9 percent from the third quarter 2010 ending balance of $594.5 million. Long-term
investments and restricted cash and cash equivalents as of December 31, 2010 were $189.9 million, a decrease
of $1.4 million or 0.7 percent from the third quarter 2010 ending balance of $191.3 million. During the fourth
quarter of 2010, we repurchased approximately 3.5 million shares of our common stock at an average price of
$29.50 per share for $103.2 million and we received $98.6 million from the exercise of stock options. Cash flow
from operations during the fourth quarter of 2010 was $88.4 million, up $6.6 million or 8.1 percent from $81.8
million in the third quarter of 2010.

Richard S. Hill, Chairman and Chief Executive Officer said, "l am extremely pleased to report that 2010 was an
outstanding year, with record earnings per share which was achieved without record revenue levels. We also
generated strong cash flow from operations, and returned to shareholders in excess of $263 million through
share repurchases in 2010, bringing our program total to over $2 billion since 2002." Hill added, "Demand for
semiconductors continues to remain robust due to the confluence of multiple demand drivers across the
industrial, public and global consumer sectors. PC and laptop demand remains strong as the adoption of
Windows 7 continues unabated. Additionally, we see continued progress in the gentrification of the Internet and
worldwide communications infrastructure and the China consumer continues to spend. We expect these
positive factors will continue to drive semiconductor demand and consequently the need for capacity expansion
through 2011. While the equipment industry remains cyclical, any current pause in capital spending is likely to
be digestion of recently delivered equipment rather than a slowing in end demand for electronic products that
drive capacity expansion. We emerged from one of the worst downturns as a stronger company with a solid



portfolio of products and we are optimistic about our future prospects."”

Management uses non-GAAP measures to evaluate operating performance. The discussion of bookings and
shipments and the discussion of gross profit, operating expenses, operating income (loss), income (loss) before
taxes, provision for income taxes, effective tax rate, net income (loss), and net income (loss) per diluted share,
each excluding certain charges and benefits are not in accordance with GAAP and may differ from non-GAAP
methods of accounting and reporting used by other companies. We discuss these non-GAAP measures because
we believe these metrics provide additional insight into underlying operating results and prospects for the
future, allowing investors to assess certain business trends in the same way that these trends are utilized by
management in its financial and operational decision making. Shipments consist of products shipped to
customers, without regard to net sales adjustments such as deferrals associated with customer acceptance.
Bookings consist of current period orders less current period cancellations and other adjustments. We do not
report bookings for systems with delivery dates more than 12 months from the latest balance sheet date.
Shipments and bookings are used to forecast and plan future operations. Non-GAAP numbers are merely a
supplement to, and not a replacement for, GAAP financial measures.

"Safe Harbor" Statement Under the Private Securities Litigation Reform Act of 1995:

This press release contains forward-looking statements within the meaning of Section 27A of the Securities Act
of 1933, as amended,

and Section 21E of the Securities Exchange Act of 1934, as amended, including the statements regarding (i) the
demand for semiconductors and the need for capacity expansion in 2011; (ii) PC and laptop demand and the
unabated adoption of Windows 7; (iii) the gentrification of the Internet and worldwide communications
infrastructure; (iv) continued Chinese consumer spending; and (v) the likely causes for any current pauses in
capital spending. Forward-looking statements involve risks and uncertainties that may cause actual results to
differ materially from those contemplated by such statements. These risks and uncertainties include but are not
limited to (i) the economy or the specific markets in which we operate may fail to continue to improve; (ii) our
ability to manage costs of operation; (iii) increased competition from new competitors or current competitors
with new products; (iv) our ability to maintain customer satisfaction; (v) our continued efforts in product
development, and (vi) other risks indicated in our filings with the Securities and Exchange Commission,
including our Annual Report on Form 10-K for the year ended December 31, 2009, our Quarterly Reports on
Form 10-Q for the quarters ended March 27, 2010, June 26, 2010 and September 25, 2010, respectively, and
our Current Reports on Form 8-K and amendments to such reports. Forward-looking statements are made and
based on information available to us on the date of this press release. We do not assume, and expressly
disclaim, any obligation to update this information.

About Novellus:

Novellus Systems, Inc. (NASDAQ: NVLS) is a leading provider of advanced process equipment for the global
semiconductor industry. The Company's products deliver value to customers by providing innovative
technology backed by trusted productivity. An S&P 500 company, Novellus is headquartered in San Jose, CA
with subsidiary offices across the globe. For more information please visit www.novellus.com.
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