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Survey Finds N. American Opportunities

Arising From China Cost Increases

Also shows that more than
a few products brought
back from China

It's certainly no secret that the costs
of outsourcing to Chinaarerising. By
now, the outsourcing world iswell
aware that offshoring to Chinaisfac-
ing atriple whammy of bad economic
trends. Labor costsin Chinaarein-
creasing; the high price of oil isdriv-
ing up shipping costs; and the dollar
has been losing value against Chinese
currency. China’s new corporate tax
law adds yet another cost driver. All of
thisin theory sounds like good news
for North American EMS providers.
But what isthe market reality in North
America?

Another piece of the offshoring
puzzle concerns anecdotal reports that
OEM s have brought back programs to
North Americafrom China. If true,
these reports would give North Ameri-
can providers more ammunition in
their competition with China. But
where isthe data to back up these
claims? In an attempt to answer these
and other related questions, MMI con-
ducted a survey of EMS providers that
manufacture exclusively in North
America

Of the 33 providers polled, 15 re-
sponded to the survey. That'sare-
sponse rate of 45%, whichis
respectable when busy executives are

asked to take time for a survey that
ostensibly promises no direct benefit
to them. All participants but one
agreed that their business could be
best described aslow volume, high
mix.

A large portion of respondents are
encountering new opportunitiesarising
from the changing economics of off-
shoring to China. The survey found
that 12 out of 15 respondents, or 80%,
are seeing new opportunitiesasare-
sult of therising costs of outsourcing
to China (Chart 1, p. 2).

“We are seeing a spike in quote
opportunities from new and existing
customers for products that had previ-
ously goneto Chinabut are now be-
coming cost prohibitive to ship from
China. For thefirst timein the history
of the EM S industry, Chinais now
driving someinflationinthe EMS
business. Mexico isquickly gaining an
edge as the low-cost provider for
North American consumption,” says

June 2008

Todd Baggett, VP of business devel-
opment at EPIC Technologies (Nor-
walk, OH).

But the survey indicates that there
has not been a dramatic increase this
year in opportunities arising from Chi-
na cost increases. Of the 12 respon-
dents who see opportunities, half
reported that these opportunities have
increased moderately since the begin-
ning of the year, and the other half said
they haveincreased only slightly
(Chart 2, p. 2).

Economic conditionsin North
Americaand the U.S,, in particular,
may have something to do with the
absence of dramatic growth in these
opportunities. Deborah Gillies, direc-
tor of marketing for Creation Tech-
nologies (Burnaby, B.C., Canada),
says she believes that at present “there
is somereluctance” in the North
American market “to do alot of
changing given the market condi-
tions.”

Rising costs of outsourcing to Chi-
naare music to the ears of North
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Survey

Chart 1: Providers w ho see new opportunities from the rising
costs of outsourcing to China versus those w ho do not
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Chart 2: How have the opportunities in Chart 1
increased since the beginning of the year?
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Chart 3: How much of your new business this year can
be attributed to the rising costs of outsourcing to China?
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Chart 4: Number of respondents versus number of customers w ho
brought products back from China in the last 12 months
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American providers, but these costs
have not made a major impact so far
thisyear on respondents’ businesses.
For 80% of participants, |ess than 25%
or none of their new business thisyear
can be attributed to these rising costs
(Chart 3). The remaining 20% of re-
spondents (three), however, owed 25%
to 49% of thisyear’s new businessto
theserising costs.

Thereis one areawhere increasing
Chinacosts can actually work against
aNorth American provider. “Increased
delivery costs of components that
TeligentEM S procures from China
are adversely affecting the cost of the
products we are producing in the
U.S.,” says Chris Eldred, president of
TeligentEM S (Havana, FL). “An ex-
ample of thiswould be amolded plas-
tic housing, tooled in China by the
customer, where the cost of freight
now exceeds the cost of the part by
fivefold.” Thetotal cost of the part
would belessif it were purchased in
theU.S.
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Rob Subia, president of
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Western Electronics (Me-

Table 1: Main reasons customers cited for bringing

products back from China

ridian, ID) makesasimilar
observation: “Wherewe

see the most profound ef-
fectison raw materials

% of res-
Reason
pondents
Increasing landed costs 80

Lack of flexibility 67

that we source on behalf of Communications/management issues 67
our customers.” He cites Piracy concerns 40
increased pricing due to Dissatisfaction with Chinese manufacturer 40
precious metals and fuel Other 27
surcharges among other NPl issues 13
factors.

Data on products brought back

The survey has verified that more
than afew customers have brought
products back from Chinain the last
12 months. All 15 respondents have at
least one customer who relocated a
product from Chinato North America
in that period. And ten of them, or
two-thirds of the total, reported having
two or more customers who did that
(Chart 4).

By simply multiplying the number
of respondents times the number of

customersin Chart 4, one calculates
there were 27 instances of a customer
bringing a product back from Chinain
the last 12 months among the 15 re-
spondents. That's an average of 1.8
customers per respondent.

The survey asked participants to
select the main reasons cited by cus-
tomers for bringing products back. In-
creasing landed costs, chosen 80% of
the time, were the reason most often
mentioned followed closely by lack
flexibility and communi cations/man-
agement issues, both with 67% of pos-
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Chart 5: Number of respondents versus the number of customers

w ho chose North American facilities over China in the last 12 months

North America over China

% of res-

5 1 Reason pondents*
4 Ease of working with a North American provider 85
Lack of flexibility 69
3 Increasing landed costs from China 54
5 | Ease of making design changes in N. America 54
Piracy concerns 46
1 4 Time to market 15
Other 15

*Out of a total of 13 respondents with one or more customers

Table 2: Main reasons customers cited for choosing

Chart 6: Product types most often mentioned w here N. America
was chosen over China (no. of mentions vs. prduct type)

None One customer Two customers Three customers

who chose N. America over China in the last 12 months.

Chart 7: How many programs did respondents lose to China over the
last 12 months (no. of respondents vs. no of programs lost)?
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Industrial Medical

sible responses (Table 1, p. 2). Piracy
concerns and dissatisfaction with the
Chinese manufacturer were selected
40% of the time. Other reasons listed
by respondents consist of NPI issues
(13%); exchangerates and Asian infla-
tion; surprises; and responsiveness,
flexibility and delivery.

“Companies that outsourced to Chi-
na have had quality, delivery, process-
ing of non-conforming product issues,
and now rising costs. They aretired of
the hassle and willing to pay higher
coststo simplify their supply prob-
lems,” says P. Michael Stoehr, presi-
dent and CEO of Milwaukee
Electronics Corp., or MEC (Milwau-
kee, WI).

Another provider finds new interest
in bringing products back to North
America. “I’ve had numerous discus-
sionswith customers and prospective
customers that suggest that they are
very interested in repatriating anum-
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Communications None One

ber of their product linesto North
America,” says Jim DiBurro, execu-
tive VP of salesmarketing at Micro-
board Processing, I nc. (Seymour,
CT). Hecitesthefirst fiveitemsin
Tables1 and 2 on pages2 and 3 as
reasons for thisinterest.

DiBurro adds, “ Surprisingly, we' ve
done a number of quotes where our
landed cost from our factory in Con-
necticut is equivalent or substantially
lower than an Asian supplier’s quote.
With the dramatic devaluation of the
U.S. dollar and similarly dramatic im-
provementsin our efficiency based on
aggressive implementation of lean
methodologies, | am finding our total
costs (and pricing) to be very compel-
ling to awide range of customers.”

A case can be made that products
brought back should not have been
offshored to Chinain thefirst place.
“The higher cost has probably stopped
or returned products to the States that

Two Three Four or more

should have not been over there any-
way,” says Mike Brown, chairman of
Logic (Eden Prairie, MN). “Cost is not
the only driver for an OEM to want
product built in Asia. Many timesitis
for reasons of geographical distribu-
tion or to be close to an OEM’s Asian
manufacturingfacility.”

North American wins

Another survey question asked how
many of aprovider’s customersin the
last 12 months chose its North Ameri-
can facilities over Chinafor anew
EMS program. The answers ranged
from noneto three, with amgjority of
responses (53%) indicating two or
three customer wins versus China
(Chart 5).

Providers were then queried as to
the main reasons cited by customers
for choosing the providers’ facilities
over China. The reason most frequent-
ly checked was ease of working with a
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North American provider, selected
85% of thetime. Lack of flexibility
was the next most popular answer with
69% of respondents, followed by in-
creasing landed costs from Chinaand
ease of making design changesin
North America, both at 54%. Piracy
concerns drew 46% of respondents,
while time to market accounted for
15% (Table 2, p. 3). Other reasons
supplied were the end market being
North America and exchange rates and
Asianinflation.

Three types of products were men-
tioned most often where customers
chose aNorth American facility over
China. These product types werein-
dustrial, medical and communications
in descending order of frequency
(Chart 6, p. 3).

To befair, it must be pointed out
that some North American providers
also lost businessto Chinaover the
last 12 months. Still, 40% of respon-
dents reported no programs lost over
the period, and another 40% only saw
one program go to China (Chart 7, p. 3).

Cost of ownership

“We're seeing people taking a ‘to-
tal cost’ review of their outsourcing

requirements. In the case of China,
costs that were previously ‘ overhead’
rather than those directly affecting the
standard cost of the product were not
considered or scrutinized as closely,”
says Chuck Tillett, president of I.
Technical Services (Alpharetta, GA).
These additional itemsinclude theris-
ing costs of traveling to Chinaalong
with the salaries of those traveling as
well asthe time spent managing a sup-
plier in China. “By adding all these
cost elementsinto the mix, along with
therising costsin Chinathat are rea-
sonably well documented, U.S. manu-
facturing is better positioned to
compete,” says Tillett.

According to Chris Eldred of
TeligentEMSS, his company is*“seeing
additional opportunities from current
and prospective customers who are
now evaluating the total cost of owner-
ship.” He gives the example of a cus-
tomer who transferred an RF amplifier
from Indiato the provider’ s U.S. facil-
ity after factoring in afaster turn rate
for inventory, smpler and more timely
communications and an improved
product cycletime.

Thisview is echoed by another par-
ticipant. “We are seeing more multina-

tional OEMsfocus on total acquisition
costs and are now interested in a
North/Central American solution for
the regional business they want sup-
ported in this area of the world. These
opportunities could bring substantial
growth and revenue to our businessin
2009,” says this unnamed participant.

Recognition of total costs and other
offshoring issuesis growing. “We are
seeing even more of arealization of
thefull costs, difficulty of managing/
communicating, and lack of flexibility
that has always been there, but not suf-
ficiently understood,” says Bob Blum-
berg, chairman of SM S Technologies
(San Diego, CA). “Rising costsare a
factor too, but | think the trend rever-
sal weare seeing is at least as much an
understanding of the reality of offshor-
ing, especially for small to mid-size
programs or small to mid-size OEMs.”

Editor’s caution: Thissurvey is
based on results mostly from low-vol-
ume, high-mix providers. It should not
be applied to high-volume segments of
the EM S market. In addition, since the
sample for this survey was not ran-
domly selected, biases may have been
introduced.

News

Sanmina-SCI Finishes
Part of PC Divestiture

Sanmina-SCI (San Jose, CA) has
completed the transition of its personal
computing BTO/CTO operationin
Monterrey, Mexico, to Lenovo
Group. Thisoperation is part of the
PC businessthat Sanmina-SCI has
designated for divestiture (Feb., p. 6).
Lenovo is one of three mgjor custom-
ers of that business.

Under adefinitive agreement
signed on April 25, Lenovo would pay
net book value plus an unspecified
premium for certain assets of the PC
businessin Monterrey (and the as-

sumption of certain liabilities). It was
anti cipated Sanmina-SCl would assign
to Foxteq Holdings responsibility for
certain transitional servicesto be pro-
vided to Lenovo for alimited period
following the closing of thistransac-
tion, according to a Form 8-K filed by
Sanmina-SCI. Foxteq, amember of the
Foxconn Technology Group, isthe
buyer for the rest of Sanmina-SCI’s
PC business (Feb., p. 6).

This month, the European Commis-
sion cleared Sanmina-SCI’ s planned
sale of two plantsin its PC businessto
the Foxconn group. The plantsare lo-
cated in Székesfehérvar, Hungary, and
Guadalgjara, Mexico. Sanmina-SCI
also intendsto sell PC business assets
in the U.S. to the Foxconn group.

Delta Group Makes
Another Acquisition

Delta Group (Albuguerque, NM)
has purchased the assets of Bitworks,
an EMS provider in Prairie Grove,
AR. Thisis Delta’ sfourth acquisition
of an EM'S company in three years.

Bitworks provides PC board and
electromechanical assembly for its
customers located in Arkansas, Okla-
homa, Kansas and Missouri. Started as
an engineering consulting firm, Bit-
works also offers engineering services
such ascircuit design and board layout
aswell as embedded firmware and
high-level software.

The acquisition “alows Delta
Group to continue its strategy of cus-
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tomer and geographic diversification,”
said Harry Mueller, president of Delta
Group.

In the company’ sthree prior deals,
it added Frontier Technologiesin
California, Assembly Solutionsin
Texas and Singletec in Florida.

Delta plans a near-term investment
in the Arkansas operation and expects
to complete afacility expansion there
by the end of 2009.

The current management of Bit-
workswill continue to oversee activi-
tiesin Arkansas.

Delta Group’ s other assembly oper-
ations arein Albuquerque, NM; San
Diego, CA; Dallas, TX; and Rock-
ledge, FL.

IEC Buys
Cable Assembler

|EC Electronicsof Newark, NY, a
publicly held EMS company, has ac-
quired Val-U-Tech, aprivately owned
manufacturer of wire harness assem-
bliesin Victor, NY. The purchase
price was about $10 million.

For 2007, Val-U-Tech recorded
revenue of $11.0 million and expects
that its salesfor thefirst six months of
2008 will be about $6.9 million com-
pared with $4.4 million for the year-
earlier period. The company has
grown both its sales and earnings at
double-digit rates for the last few
years, according to |EC.

“Val-U-Tech serves customersin
the military, medical and industrial
markets, identical to those of IEC. The
acquisition leverages the existing cus-
tomer base of both companies and pre-
sents opportunities to cross sell both
wire harnesses and board assemblies
to future customers,” said W. Barry
Gilbert, IEC’s chairman and CEO.
“Some of IEC’ s customers have antici-
pated cable harness projects to be
awarded over the next year. With Val-
U-Tech’s management team and IEC’s
support, we are reasonably confident
of winning our share of these pro-
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grams.”

He added, “ This acquisition should
significantly contribute to our earnings
and will enable usto utilize our sub-
stantial tax loss carry-forward.”

The combined company will have
360 employees with pro forma annual-
ized revenue of about $70 millionin
fiscal 2009.

Mike Brudek and Nick Vaseliv, co-
ownersof Val-U-Tech, will both stay
on. Brudek will become president of
the Val-U-Tech subsidiary, and Vase-
liv will focus on business devel opment
for Val-U-Tech’sexisting customers
and will also be involved in the sup-
port of IEC’ s existing customers hav-
ing cable harness needs.

| EC financed the transaction with a
credit facility fromM& T Bank, seller
notes and the i ssuance of stock.

In the quarter ended Mar. 28, IEC
earned a net profit of $673,000, in-
cluding an income tax benefit of
$370,000, on revenue of $11.9 mil-
lion. Saleswere up 9.6% year over
year.

Catalyst Acquires
RAMP Assets

EMS provider Catalyst Manufac-
turing Services has acquired certain
assets of another EM S company,
RAMP Industriesin Binghamton,
NY.

Established in 197625, RAMP oper-
ates out of a60,000-ft facility and
focuses on low to medium volume and
high mix. Historically RAMP has pro-
vided awide range of electronic as-
semblies, system integration and wire
harness assembliesto military and in-
dustrial customers.

James Matthews, CEO of Catalyst,
said this addition matches well with
the company’ s business model and
market segments and enhancesiits ser-
vice offeringsin electromechanical
and wire harness assembly. He added
that Catalyst is excited about the op-
portunity to engage with RAMP’ s cus-

tomers and considers them to be a stra-
tegic part of the organization for the
long term.

Privately held Catalyst isafull-
service provider with locationsin En-
dicott, NY; Raleigh, NC; and Tijuana,
Mexico.

UK Deal

Jaltek Group (Luton, UK), apro-
vider of integrated design and manu-
facturing services, recently acquired
UK-based Hidalgo, adesign and de-
velopment services company specializ-
ing in RF telecommunications and
physiological monitoring systems. The
acquisition expands Jaltek’ s service
offering and gives Jaltek the ability to
sell its manufacturing, PCB design and
software capabilitiesto Hidalgo's cus-
tomer base.

Hidalgo is also the developer of a
system called Equivital, which enables
wireless monitoring of aperson’ svital
signs. According to Jaltek, the system
isaready proving successful intrials
with the U.S. Department of Defense.
The company said growing interest in
the Equivital system presentsasignifi-
cant new opportunity for Jaltek.

Owned by directors and employees,
Hidalgo islocated in Swavesey, near
Cambridge, England.

Another transaction...Through a
subsidiary, Venture (Singapore) has
acquired the remaining 40% interest in
its subsidiary Scinetic Engineering
PteLtd at acost of $13.57 million.
Venture purchased a 60% stake in
SCE in November 2005 to augment
Venture' s capabilitiesin retail systems
aswell asto enhanceits design offer-
ings to customers in the computer ap-
plication and peripheral sector. In
acquiring theremaining interest in
SCE, Venture plansto fully integrate
SCE'’ s design and manufacturing ser-
vicesinto Venture' s operations. In ad-
dition, Venture has set up awholly
owned subsidiary, Venture Electron-
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ics (Shenzhen) Co. Ltd., in Shenzhen,
China, with registered capital of
$880,000. The subsidiary’s principal
activitiesinclude assembly and testing
of electronic products. ThisisVen-
ture’ sfirst subsidiary in southern Chi-
na; its other subsidiaries are located in
Shanghai and Suzhou.

Russia Deal
Falls Through

Flextronics has withdrawn from a
deal by which it would have acquired
Elcoteq’sRussian subsidiary and its
plant in St. Petersburg (Feb., p. 7).
Among conditions necessary for clos-
ing thistransaction were that Flextron-
icswould obtain approval from
Russian competition authorities and
would complete negotiations with Rus-
sian customs authorities. Asthese con-
ditions were not met by the deadline
stated in an agreement between the
two companies, Flextronics decided to
exerciseitsright to terminate the trans-
action. Flextronics has paid Elcoteq
one million euros as compensation for
ending the deal.

A Russiabusiness daily reported
that last month Russia competition au-
thorities refused to approve the acqui-
sition (May, p. 6).

Elcoteq (Luxembourg) is continu-
ing with its plan to divest the St. Peters-
burg plant and is holding discussions
with new partiesfor this purpose.

At the same time, Elcoteq continues
negotiationswith Russian officials
concerning certain customs practices
and will re-assessitslong-term strate-
gy in Russia based on these discus-
sions. According to Elcoteq, demand
for home communications and related
EMSin the Russian market is promis-
ing provided that customs practices
change.

New notebook business...HP has
chosen Flextronics (Singapore) to de-
sign and manufacture a high-volume
consumer notebook computer. Alex
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Blanton, an analyst at Ingalls & Sny-
der (New York, NY), estimates that
this program will add revenues of
$500 million to $1 billion ayear for
Flextronics.

New notebook business, reported
but not confirmed...Last month a Chi-
nese-language newspaper in Taiwan,
the Economic Daily News, reported
that Hon Hai Precision Industry
(Tucheng City, Taiwan) and Flextron-
ics have received ordersfor consumer-
based notebooks from Dell. Neither
Hon Hai nor Flextronics would com-
ment. If true, this report would show
that Dell is making greater use of EMS
providers, something that the company
recently promised when unveiling its
new supply-chain strategy (April, p. 1).

More new business...BT| Systems
(Ottawa, Canada) has chosen Flextron-
ics to manufacture packet optical edge
systemsfor BT asits global partner.
...Location Based Technologies
(Anaheim, CA) has selected Jabil Cir-
Cuit (St. Petersburg, FL) to manufac-
ture the PocketFinder family of
personal locator devices. Also, Kro-
nos (Chelmsford, MA), aprovider of
workforce management sol utions, will
transfer its manufacturing to Jabil’s
operation in Billerica, MA, according
to areport on the Boston Herald
website....Neah Power Systems
(Bothell, WA) has selected Sanmina-
SCI to provide engineering and manu-
facturing support for commercializing
Neah’'sfuel cell systems. Neahisa
developer of silicon-based fuel cells
for portable electronic devices.
...Plexus (Neenah, WI) hasreceived
purchase orders for about $5 million
of additional production for a histori-
cally episodic program of alarge un-
named defense customer. These orders
are expected to be shipped in its fiscal
Q4 ending September. The provider is
also aware of potential orders worth
about $17 million in revenue. If they
materialize, Plexus anticipates these
orders would be produced over the

first three quarters of fiscal 2009.
...Under anew agreement, Fabrinet
(Cayman Islands), a provider of found-
ry servicesto optical component, mod-
ule and subsystem OEMss, will transfer
process technologiesfor Infinera’s
optical subsystemsto Fabrinet’'s Thai-
land-based manufacturing center and
commence production. Fabrinet will
serve as a second-source supplier for
Infinerasubsystems. Infinera (Sunny-
vale, CA) provides digital optical net-
working systemsto telecom carriers.
...Mamo, Sweden-based connectBlue
has selected Enics (Baden, Switzer-
land) to manufacture its next wireless
modules. In late 2007, connectBlue
signed a contract for delivery of
100,000 Bluetooth modulesto awell-
known international telecom company.
The product is slated to be launched
this month....EM S provider Part-

ner Tech (Malmo, Sweden) and
Biotage (Uppsala, Sweden), acompa-
ny in life science research, have ex-
panded their relationship and signed a
new agreement for the manufacture of
instruments for DNA analysisand mi-
crowave synthesis. Worth an estimated
SEK 40 million ($6.6 million) ayear,
the two-year agreement covers ongo-
ing manufacture of current products as
well as serial production of a new
DNA instrument that PartnerTech de-
veloped. The provider’s customer
center in Atvidaberg, Sweden, manu-
facturestheinstrument....V.S. Indus-
try (Senai, Malaysia) will manufacture
itemsfor anew vacuum cleaner from
Dyson International, according to a
report on the website of The Star On-
line, aMalaysian news source....Un-
der arenewed, five-year contract,
Kitron (Billingstad, Norway) will
continue to manufacture a blood cen-
trifuge and spare parts for Gambro
BCT (Denver, CO). The contract has
an estimated value of about SEK 50
million ($8.3 million). Also, Kitron's
microelectronicssubsidiary in
Jonképing, Sweden, has received a
new order from Sensys Traffic AB for
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manufacturing of automatic speed sur-
veillance and traffic light systems. The
contract valueis pegged at about SEK
50 million ($8.3 million) for 2008.
Finally, Kongsberg Defence & Aero-
space (Defence Communication) has
given Kitron new orders for Kongs-
berg’smilitary RadioLink. They are
worth NOK 28.2 million ($5.5 mil-
lion)....LaBarge (St. Louis, MO) has
landed a $1.5-million contract from
Northrop Grumman to continue to
produce el ectronic assemblies for a
radar jammer system designed for the
F-15 Eagle fighter aircraft....Incap
(Ouluy, Finland) and Finland’s Slot
Machine Association (RAY), along-
time customer of Incap, have signed an
agreement whereby Incap will manu-
facture PCBs and mechanical partsfor
slot machines and also handle their
final assembly and testing. The four-
year contract, which deepenstherela
tionship between the two parties, is
valued around six to seven million eu-
rosayear. RAY will also outsourceto
another manufacturer.

Considering handset outsourc-
ing...This month, Reuters reported that
Korea's L G Electronics, amgjor cell-
phone OEM, isthinking about whether
to start discussions with handset con-
tract manufacturers, and Foxconn I n-
ternational Holdings and Flextronics
were named as natural choicesfor
such talks. But reportedly, no talks are
underway.

New facilities...Foxconn Interna-
tional Holdings has opened itsfirst
design center in the U.S., according to
an article on the website of the 80th
Florida Sun-Sentinel. The 42,000-ft
facility in South Floridawill employ a
staff of 200 to develop mobile phones,
especialy those at the high end, the
newspaper reported....In Logan, UT,
EMS pr0\2/ider Inovar has added a
40,000-ft facility to accommodate
growth, streamline operationsand im-
prove technology. The new facility
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will be used to increase production not
only for contract manufacturing cus-
tomers but also for product lines of
Inovar’s parent company, inthinc. In
March, Inovar merged with IWI (Salt
Lake City, UT), adeveloper of tech-
nologiesfor driving safety, to form
inthinc. With the new facility, Inovar
now has 65,000 ft in Logan....Last
month, Ayr shire Electronics(Louis-
ville, KY) started production at its new
facility in Reynosa, Mzexico. Withini-
tial space of 12,000 ft', the facility has
room to expand.

Facility taken over...In Tourlaville,
France, Cofidur, aFrench IZEMS pro-
vider, has leased a5,000-m facility
recently closed by Sanmina-SCl, re-
ported EE Times Europe, citing alocal

newspaper.

Hon Hai to invest in software
park...According to published reports,
Terry Gou, chairman of Hon Hai Pre-
cision Industry, has signed aletter of
intent to invest in a software park lo-
cated in the southern Taiwan city of
Kaohsiung. Reportedly, Hon Hai plans
to hire 520 software engineers by May
20, 2009 and employ 3,000 of them in
fiveyears. It was reported earlier that
Hon Hai was planning thisinvestment

(April, p. 7).

Some financial news...For the quar-
ter ended May 31, Jabil reported reve-
nue of $3.1 hillion, up 3% year over
year. GAAP net income amounted to
$38.4 million versus $6.2 million for
the year-earlier quarter. GAAP operat-
ing income for the May quarter rose
88% year over year, while core operat-
ing income decreased 2% year over
year but increased 26% sequentially.
Core EPS increased 13% year over
year and 30% sequentially to $0.26,
which exceeded company guidance of
$0.18 to $0.22. Jabil expects core EPS
for the August quarter to bein arange
of $0.29 to $0.33, which implies an-
other quarter of sequential improve-
ment for this metric. The company

expects revenue for the August quarter
in arange of $3.2 billion to $3.3 hillion.

People on the move...EPIC Tech-
nologies (Norwalk, OH) has appointed
Bhawnesh Mathur as CEO. During his
nearly 30-year career in the electronics
industry, Mathur has implemented suc-
cessful growth strategiesfor IBM, Ar-
row Electronics and Sanmina-SCl,
according to a statement from EPIC.
Former CEO John Sammut will be a
key resource for Mathur during this
transition and will remainon EPIC’s
board. Randon Haight, who had acted
asinterim CEO, resumes hisrole on
the board....Elcoteq recently added
two members to the Elcoteq Manage-
ment Team. They are Petteri Laakso-
mo, senior VP, group operations and
Markus Kivimaki, senior VP, corpo-
ratelegal affairs....Rudiger Hornhardt,
cofounder of Top 50 provider EN
ElectronicNetwork (Limburg, Ger-
many), has resigned from the compa-
ny’s executive board. However,
Hornhardt will support the EN group
as GM of three of its sites....Enics
(Baden, Switzerland), another Top 50
provider, recently announced a series
of appointmentsto strengthen its exist-
ing management. The company made
Petri Helin senior VP, APAC (Asia
Pacific) and global sourcing; Ari
Réisanen senior VP, operations; and
Kai Pagjaste VP, human resources. In
addition, Enics appointed Kati Kaistin-
en director, demand/supply chain man-
agement; Gianluigi Ravenna VP,
account management; and Anders
Wendner VP, sales....Top 50 provider
SMTC (Toronto, Canada) has expand-
ed itsboard of directors from four to
six members. Joining the board are
John Marinucci, president and CEO of
New Flyer Industries, and Alex
Walker, founder and managing partner
of Blackmor e Partners. New Flyer is
amanufacturer of heavy-duty transit
buses, and Blackmoreis an advisory
firm....Brent Jensen hasjoined On-
Core Manufacturing Services



News

(Springfield, MA) asitsfirst CFO.
Previously, he served as CFO at Ad-
vent Solar, Jazz Semiconductor,
ZARSPharmaand AMI Semicon-
ductor ....Dale Nordquist, senior VP
of salesand marketing at Winland
Electronics (Mankato, MN) will leave
the company as of June 30 and be-
come president and CEO of Zareba
Systems (Minneapolis, MN). Also,
Winland has appointed Warren Mitch-
ell to the newly created position of VP
of operations and supply chain. He
joined Winland in February as execu-
tive supply chain leader. At onetime,
Mitchell was VP, worldwide supply
chain management for Pemstar, an
EMS company that was acquired by
Benchmark Electronics....Juhani
Hanninen has stepped down from his
position as president and CEO of In-
cap (Oulu, Finland), apublicly held
EMS company. But hewill remain
with the company to oversee the devel-
opment of its marketing and sales.
Hanninen will also advance further
internationalization of Incap’ s opera-
tionsin the boards of its foreign sub-
sidiaries. The company has named
Sami Mykkéanen president and CEO on
an interim basis from June 1 to De-
cember 31, 2008. Previously,
Mykk&nen was responsible for manu-
facturing services and strategic sourc-
ing at Incap. Beforejoining Incap in
March 2007, he served as manufactur-
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ing director at Power wave Shanghai.
In addition, Incap recently hired Eeva
Vagjoensuu asits new CFO. The pre-

vious CFO moved to another company.

European restructuring...Sanmina-
SCI will closeits enclosures plant in
Forserum, Sweden, and consolidate
operationsinto its plant in Miskolc,
Hungary....Publicly held Kimball In-
ternational (Jasper, IN), parent of
Top 50 EM S provider Kimball Elec-
tronics Group, will consolidateits
EMSfacilitiesin Longford, Ireland;
Bridgend, Wales; and Poznan, Poland,
into anew, larger facility in Poznan.
This consolidation is part of aplan to
expand Kimball’ s European automo-
tive electronics capabilities and to es-
tablish a European Medical Center of
Expertise in Poznan, according to a
Form 8-K filed by Kimball. Produc-
tionin Ireland is scheduled to cease
during Q4 2008, while the final trans-
fer of production from the Wales facil-
ity is planned to occur in Q4 2010.
Both moves are subject to consultation
with employee representatives regard-
ing redundancies....Under a program
to enhance competitivenessin Finland,
Enics has decided that PCBA manu-
facturing and final testing there will
take placein its newly established
PCBA plant in Lohja. Asaresult, En-
icsiseliminating 65 jobsin its Vaasa,
Finland, unit, which will focus on cus-
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U.S closure...Sparton (Jackson,

MI) will closeits Albuquerque, NM,

facility on or about Sept. 30. The facil-

ity has had difficulty in obtaining
enough sales to support its ongoing

operations because of the current busi-

ness climate, pressures of offshore
competition and volatile market de-
mands, according to Sparton. Plant

offerings have been aimed primarily at

industrial customers.
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