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A Revival in Russia?

Amid the struggles of the global
economy, Russia shid to gain critical
mass for an EM S industry there
seemed to be stalled. A case could
even be made that rather than standing
still during the hard times, Russia actu-
ally took a step backward. That's be-
causein January Elcoteq announced
that it would closeits plant in St. Pe-
tersburg, Russia, as part of arestruc-
turing plan (Jan., p. 7). However, a
closer look reveals that although the
EMS market overall has not yet recov-
ered, the prospectsfor EMSin Russia
have already brightened.

Ostensibly, the shutdown of
Elcoteq’ s operation in Russialeft the
country with one major EM S provider,
Hon Hai, which started construction
of aSt. Petersburg facility in May
2008. Tied to ajoint venture agree-
ment with HP, that facility wasintend-
ed to produce HP PCsfor the Russian
market and was expected to add other
customers. Note that MMI was unable
to confirm with HP whether or not the
Hon Hai plant has actually started PC
production. Y et Hon Hai is not the
only top-tier provider to pull the trig-
ger on aRussian operation. In fact, if
the information that MMI has gathered
isaccurate, all three of the largest
EMS providers have decided to invest
in Russia.

Flextronics has had its eye on Rus-
siafor sometime. Last year, the com-
pany withdrew from adeal by which it

would have acquired Elcoteq’ s now
shuttered plant in St. Petersburg (June
2008, p. 6). According to Russia’'s S.
Petersburg Times, Flextronicsintend-
ed to use the plant to manufacture
LCD TVsfor the Russian market.
Sincethat deal fell through, Flextron-
ics has been mum on the subject of
Russia. The company’ s website does
not list Russiaamong the countries
where it operates (excluding some lo-
gisticsfacilities, design and engineer-
ing and NPI centers). But Flextronics
more definitive SEC Form 10-K for
fiscal 2009 includes Russiain alist of
countrieswhere it hasregional manu-
facturing operations. This means Flex-
tronics set up a Russian operation
some time before the 10-K wasfiled
on May 20. If the company adhered to
itsoriginal plan, the new operation
could bein the St. Petersburg area. But
MMI has yet to pinpoint the location
of this operation.

In the past, Jabil Circuit talked
about Russia as a place where the
company would likely locate afuture
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site (Jan. 2008, p. 5). Last month at an
international investment forum held in
Sochi, Russia, the government of Rus-
sia s Tver region signed an agreement
with Jabil in connection with the estab-
lishment of anew plant in theregion’s
Kalinin district, according to atransla-
tion of areport posted on the govern-
ment’ swebsite. The plant will produce
TVsfor Sony, the report noted, as
well as mobile phones and set-top box-
es. Thisreport also quoted a Jabil ex-
ecutive, Philippe Costemale, as saying
that Jabil’ s Russian operation will ini-
tially employ as many as 600 workers.
Otherwise, neither Jabil nor Sony has
said anything about production in Rus-
sia

The Tver region is closer to Mos-
cow than to St. Petersburg. Again, if
the Tver government report isvalid,
then Jabil’ s location will not contribute
to the development of an EMS cluster
in St. Petersburg, Russia, the location
of Hon Hai and possibly Flextronics.

In the past, Russia s customs prac-
tices, including import duties, have
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impeded the development of an EMS
industry in Russia. Last year, Elcoteq
said demand for home communica-
tionsand related EM S in the Russian
market was promising, provided that
customs practices change (June 2008,
p. 6). Note that Elcoteq defined home
communications asflat-screen TV,
set-top boxes and other home connec-
tivity products. About ayear ago, Rus-
siaeliminated import duties on parts
used in the manufacture of flat-screen
TVs, EE Times reported, citing infor-
mation published by local media. Ex-
pectations were that dispensing with
these dutieswould draw EM S provid-
ersto Russia, according to the EE
Tines report.

Based on recent comments from
Jabil, its entry into Russiawould not
be indicative of aglobal strategy for
its display business, the main part of
whichisTVs. Jabil’ s strategy for its
display business“is more of atactical
approach to European production rela-
tively limited to Europe. It has been
de-emphasized in terms of high levels
of investment and design resources,
marketing resources and globalization
of the capability,” said Tim Main,
Jabil’ s president and CEO, during the
company’ s earnings conference call
last month. “ So we maintain avery
strong display manufacturing capabili-
ty within Europe, and we operate that
business on what | characterize as
more of an EM S engagement model.”
Hence, a TV operation in Russia
would extend Jabil’ s display manufac-
turing capability in Europe.

Asfor Sony, for whom Jabil report-
edly will manufacture TVsin Russia,
outsourcing of Sony TV production in
Russia appearsto offer further evi-
dence of Sony’s pledgeto increaseits
use of contract manufacturersfor its
LCD-TV business (Sept., p. 6-7;

Jan., p. 5).

Despite the global economy and
Russia s own problems of currency
devaluation and lower pricesfor ex-
ported ail, the country’sLCD-TV mar-
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ket is expected to show strong growth
thisyear, according to market research
firmiSuppli. Thefirmis projecting
that LCD-TV shipmentswill increase
by 13.6% this year to about 5 million
sets and by 2013 will reach 9.6 million
units, almost twice the 2009 figure.

Environment

More Substances
Called Out

Environmental regulations are good
for the planet. But they don’t make life
any easier for the EMSindustry. Not
only do different countries follow dif-
ferent rules regarding chemical sub-
stances, but more substances are being
considered for regulation, adding com-
plexity to the challenge of global com-
pliance. Take Canada and the
European Union. Each has proposed
additionsto itslist of substances that
fall under environmental regulations.

Canada putsrosin on
high-priority list

Creating what could be a potential
bombshell for the EM S industry, Can-
ada hasidentified five rosin-containing
substances as deserving high priority
for action. According to the trade asso-
ciation | PC (Bannockburn, IL), the
Canadian government, under its Chem-
icals Management Program, has pro-
posed banning rosin from all products
manufactured and sold in Canada
Rosin is used in the manufacture of
more than 75% of electronic products,
IPC reported.

Asthe EMSindustry iswell aware,
rosinisakey ingredient in soldering
flux, solder paste and flux-cored wire
solder. Rosinis also found in some
semiconductor packaging. Dueto the
unique characteristics of rosin, there
are no drop-in substitutes for it, ac-
cording to IPC.

IPC said aban on rosin would
makeit difficult for electronics manu-
facturersto continue to do businessin

Canada. “Military and telecommunica-
tions manufacturers, because of their
specifications requiring rosin-based
fluxesto ensure product reliability,
would be dramatically impacted if this
ban was enacted,” said Karl Seelig,
VP of technology at AIM Solder and
chairman of the IPC Solder Product
Vaue Council.

Four of the proposed substances are
formulations of rosin acids and resin
acids, while thefifth is hydrogenated
rosin. A Canadian government website
presents the five substances as “ persis-
tent, bioaccumulative, and inherently
toxic to non-human organisms.” How-
ever, |PC pointed out that the U.S. En-
vironmental Protection Agency, after
studying three of the five substances,
concluded that the chemicals do not
pose a hazard to the environment or
human health.

In comments submitted this month,

I PC urged the Canadian government to
remove rosin from the proposed list of
banned substances under the Chemi-
cals Management Plan.

The rosin-containing substances are
among about 200 chemical substances
that Canada has given high priorities
for action. Under the plan, the govern-
ment is gathering information about
these substances in order to make deci-
sions regarding the best approach to
protect against the risks that these sub-
stances might pose. The government
divided these substancesinto smaller
groups, or batches, and in February
2007 began the process of releasing a
batch every three months.

Proposed additions
to REACH'’s candidate list

MMI’s August article on REACH
reported that the candidate list of
SVHCs (substances of very high con-
cern) will be updated twice ayear.
Sure enough, an additional 15 sub-
stances have recently been nominated
for the candidate list. Comments on
the proposed substances were due by
Oct. 15. The proposed additions can
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be found on the website of the Europe-
an Chemicals Agency (ECHA).

Six companies comprising the
BOMcheck substance list working
group met in September to discuss the
proposed additions. They are Osram,
Siemens, Philips, Agfa, Tl and Ep-
cos. The meeting confirmed that five
proposed substances are relevant to
hardware products, but three of these
are lead compounds already regul ated
under ROHS. The remaining two are
diisobutyl phthalate, a specialist plasti-
cizer, and tris (2-chloroethyl) phos-
phate, a plasticizer and flame
retardant. All five of these proposed
substances will be added to the candi-
date list, the meeting concluded.

BOMcheck, aweb database system
covered in the August article, is de-
signed to automatically notify users
when substances are added to the can-
didate list and where they can be found
in hardware.

Market Data

Some Q3 Results
in Brief

Celestica. Q3 salestotaled $1.56
billion, up 11.0% from the prior peri-
od. Producing the largest sequential
increase by far, Celestica’ s consumer
business climbed 60%, primarily due
to seasonal strength in the September
guarter and the ramping of new pro-
gramwins. Salesin the server and
storage segmentsincreased by double
digits quarter to quarter. The only seg-
ment that declined was telecom, where
revenue fell by 31% as aresult of
weaker end markets and some business
that was moved back to an OEM facil-
ity. On ayear-over-year basis, the
company’ s revenue dropped by
23.4%.

Adjusted (non-GAAP) gross mar-
gin for Q3 was 7.0% down 30 basis
points from the Q2 figure, but adjusted
operating margin reached 3.4%, its
highest level since 2002. Adjusted net
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earnings, which camein at the high
end of guidance, amounted to $0.17
per share, compared with $0.11 in the
prior quarter and $0.24 in the year-
earlier period. The company recorded
aQ3 GAAP loss of $0.6 million, down
from GAAP earnings of $5.3 million
for Q2.

In Q3, Celesticagenerated free
cash flow of $139 million. The compa-
ny reported an ROIC of 21.9%, the
highest return since Celestica became
apublic company over 11 years ago.
Inventory turnsincreased to 8.7.

For Q4, Celestica expects salesto
bein arange of $1.55 billion to $1.70
billion. At the range’ s midpoint, the
sequential increase would be 4%. The
company estimates that adjusted EPS
will bein arange of $0.14 to $0.20.

Flextronics. For itsfiscal Q2 ended
Oct. 2, adjusted (non-GAAP) gross
margin rose sequentially by 90 basis
points to 5.4%, while adjusted operat-
ing margin went up by 100 basis
pointsto 2.6%. Adjusted EPS was
$0.13, which exceeded guidance of
$0.07 to $0.11 and the prior quarter’'s
EPS of $0.08. Revenue for the quarter
totaled $5.83 hillion, growing by 0.8%
from the prior quarter. Strong seasonal
sequential growth of 34% in the con-
sumer digital segment and a robust
increase of 17% in industrial, medical,
automotive and other were offset by
declinesin the infrastructure and mo-
bile segments. GAAP net income
amounted to $19.7 million, up from a
net loss of $154.0 million in the previ-
ous quarter.

Compared with the year-earlier
quarter, sales were off 34.2%. Adjust-
ed net income for fiscal Q2 amounted
to $104.0 million, down 54.7% from
the year-earlier period, but up 64.8%
sequentialy.

The company reported an ROIC of
22.2%, the highest in recent history.
During the quarter, Flextronics gener-
ated free cash flow of $270 million
and reduced its net debt by $483 mil-
lion to $587 million. The provider

ended the quarter with arecord bal-
ance of about $2.0 billion in cash and
cash equivalents.

For the December quarter, Flex-
tronics expectsrevenueto bein a
range of $6.0 billion to $6.4 hillion, or
asequential increase of 3% to 10%.
The company estimates that adjusted
EPSwill bein arange of $0.14 to
$0.16, implying sequential growth.

Jabil Circuit. Resultsfor itsfiscal
Q4 ended Aug. 31 exceeded revenue
and EPS guidance. Sales camein at
$2.80 hillion versus Jabil’ s expectation
of $2.5 billion to $2.7 hillion, and core
(non-GAAP) EPS amounted to $0.16
compared with guidance of $0.02 to
$0.12. Revenue for the quarter rose
sequentially by 7.1%, and salesin-
creased from the prior quarter in al of
Jabil’ s sectors except computing &
storage. Industrial, instrumentation &
medical and telecom led the way with
sequential growth of 14% and 13%
respectively. Core operating margin
was 2.3%, up 120 basis points from
the previous quarter.

On ayear-over-year basis, revenue
for the August quarter was down
14.3%. Core operating income fell by
37.5% from ayear earlier, but in-
creased 125.5% sequentially. GAAP
net income equaled $5.5 million, up
from anet loss of $28.8 millionin the
prior quarter.

For the November quarter, Jabil
expects revenue to increase sequential -
ly by 7% to 14%, placing revenuein a
range from $3.0 billion to $3.2 billion.
The midpoint of thisrange reflects
growth of 3% from the prior quarter in
the company’s EM S division and 30%
growth in its consumer division. Guid-
ance of $0.24 to $0.32 for core EPS
also implies sequential growth for this
metric.

Jabil expectsto divest its automo-
tive electronics manufacturing activity
in Western Europe during the Novem-
ber quarter and to be essentially out of
the automotive electronics space by
thefollowing quarter.



News

Hon Hai, Flextronics
Expanding in China

Both areinvesting in computer
manufacturing

To read some reports, one might
form the impression that a budding
OEM exodus from China could cause
EMS companiesto stop investing
there. Don't tell that to Flextronics
(Singapore) and Hon Hai Precision
Industry (Tucheng City, Taiwan).
Both are funding expansion projectsin
China.

This month, Flextronics announced
that it will expand its Chinafootprint
by creating a design and manufactur-
ing site in the Wuzhong district of
Suzhou, China. (Suzhou iswithin
Jiangsu province.) Including adesign
center and a manufacturing facility, the
new site will support the growing de-
mand for computing productsin Chi-
na. The design center will be
completed by the end of thisyear, and
the manufacturing facility is scheduled
to be completed by the end of 2010.

Sean Burke, president of Flextron-
ics Computing, said the Wuzhong de-
sign center will support China's
market growth for notebook computers
and desktop products. Wuzhong will
be positioned as the company’s main
development center in Chinafor com-
puting products. Flextronics also oper-
ates computing design centersin
Wujiang, near Suzhou, and Shanghai.

The new manufacturing facility in
the Wuzhong Export Processing Zone
will be Flextronics' second factory in
Chinafor computing products. Last
year, the company acquired Arima’s
notebook and server manufacturing
facility in Wujiang as part of Flextron-
ics' purchase of Arima’ s notebook and
server businesses. The new Wuzhong
facility will have “ extended manufac-
turing capabilities,” according to a
statement from Flextronics. Intended
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for notebooks, al-in-one PCs and mini
desktops, the Wuzhong factory will be
operational at year-end with amonthly
notebook capacity expected to be ap-
proximately 300,000 to 350,000 units,
Sean Burke told Taiwan’s Digitimes.
By the end of 2010, the announced
completion date, notebook capacity at
Wuzhong, given current sales projec-
tions, is expected to hit 1.1 million
units per month, the Taiwan news
source reported, citing Burke. During
Flextronics' earnings conference call
this month, CEO Mike McNamara
said that, as afirst step, the company
will take the site’ s capacity up to about
1.2 million units amonth in terms of
facility space.

Flextronics believes Wuzhong is an
excellent location based on itsworld-
classinfrastructure, supply chain eco-
system and proximity to Suzhou's
Higher Education Center. The city of
Suzhou iswithin an areawhere much
of the world’ s notebook production
takes place.

Like Flextronics, Hon Hai is build-
ing an ODM business in notebook
PCs. But Hon Hai has chosen a differ-
ent part of Chinafor a new notebook
manufacturing operation. According to
published reports, Hon Hai has started
construction of a manufacturing center
in Chongqing, acity in Sichuan prov-
ince of Southwestern China. Reported-
ly, this center will have the capacity to
turn out 20 million notebooks a year
when it goeson linein 2012. What's
more, Hon Hai is said to have 10
projectsin mind for itsindustrial base
in Chongging.

The provider’s notebook operation
will be located in the same city where
HP, aHon Hai customer, has asimilar
project underway. In October 2008,
HP announced plans for a PC manu-
facturing EJI ant in Chongging. The
20,000-m HP facility will produce
notebook and desktop PCsfor custom-
ersin China

What's more, last month Cisco
signed a memorandum of understand-

ing with the Chongging municipal
government. This collaboration will
involve three major areas, one of
which isthe development of anew
telecom manufacturing base in Chong-
ging to be supported by Cisco.

Hon Hai has also earmarked capital
spending for another city in Sichuan
province. This month, news services
reported that Hon Hai will make a $1-
billion investment to set up a produc-
tion base in Chengdu, the province's
capital. The Chengdu base will con-
centrate on optoel ectronics products,
namely LCD TVs, LED backlight
modules, LCD modules, and LED
packaging and lighting, according to
Digitimes.

It isinteresting that Hon Hai has
decided to make major investmentsin
two cities within the same province of
Southwestern China. By selecting
Southwestern Chinafor new produc-
tion bases, Hon Hai appearsto be en-
gaged in geographic diversification
within China. Labor costsin China’'s
interior can be significantly lower than
those in coastal regions.

Dell To Close Plant

Will result in more outsourcing

On Oct. 7, Dell announced that it
will close its desktop computer plant
in Winston-Salem, NC, as part of an
ongoing initiative to simplify opera-
tions and improve efficiency. The clo-
sureis expected to be completed in
January 2010, and about 905 employ-
eeswill be affected.

Thismove by Dell will result in
more business for outsourcing provid-
ers, based on a statement Dell madein
afederal filing. An onlinereport in
The High Point Enterprise, a newspa-
per in North Carolina, quoted a state-
ment from a document submitted to
the U. S. Department of Labor in re-
gard to unemployment benefitsfor the
plant’sworkers. As presented by the
newspaper, the statement by Dell reads
asfollows: “ The work [from the plant]
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will be given to third-party providers
who operate in Mexico and other
countries around the globe.”

In January, Dell announced it
would move production for Europe,
the Middle East and Africafrom Lim-
erick, Ireland, to its Polish operation
and manufacturing partners over the
next year.

New business...During the fiscal
quarter ended Oct. 2, Flextronics start-
ed producing desktop printers for HP
in Chinain connection withHP's
move to consolidate its printer supply
chain. Also, Flextronics has begun
making LED lighting productsin
North Carolinafor Cree (Durham,
NC)....Hon Hai will manufacture a
tablet PC for Apple, Taiwan-based
Digitimes reported, citing market
sources. Also, Overland Storage (San
Diego, CA) has entered into a manu-
facturing agreement with Hon Hai,
which will initialy collaborate with
Overland on the manufacture of one
product line within the company’s
portfolio of data protection solutions.
Finally, Hon Hai partnered with Sony
for the U.S. launch of the Sony Reader
for e-books, according to CENS, an-
other Taiwan-based source. Hon Hali,
manufacturer of Amazon’sKindle
reader, expects to handle 80% of the
total demand for e-book readers,
CENSreported....The Guadalgjara,
Mexico, operation of Sanmina-SCI
(San Jose, CA) isresponsible for de-
signing and developing anew set-top
box for Dish Mexico in arecord 128
days from concept to production, ac-
cording to atranslation of an October
report posted by ElectronicosOnline.com.
...Under anew long-term contract,
Kimball Electronics Group, or KEG
(Jasper, IN), will provide complete
system assembly of transport tempera-
ture control systemsin Nanjing, China,
for adivision of an existing industrial
customer. Annual revenue from the
contract isinitially estimated at $5
million, and annual volumeis expected
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to exceed 25,000 units. KEG isthe
EMS subsidiary of publicly held Kim-
ball International....Thismonth,
Suntron (Phoenix, AZ) will begin
manufacturing sun-tracking skylights
in Sugarland, TX, for Ciralight Glo-
bal (Irvine, CA). These skylightsuse a
GPS rotational control system that is
solar powered....Radi Medical Sys-
tems, aSt. Jude M edical company,
has selected NOTE (Danderyd, Swe-
den) asasupplier. The relationship
will start with the development and
production of awirelessinstrument
used to measure blood pressurein the
coronary artery. Thisinstrument — de-
scribed as thefirst of its kind —will be
produced at NOTE’s Torsby, Sweden,
facility....Clear-View Technologies
(San Jose, CA) has retained River -
wood Solutions (Menlo Park, CA), a
managed services provider, for sourc-
ing and supply chain management ser-
vicesrequired for anew system
providing real-timeinventory mea
surement and management....Sikor sky
Aircraft has awarded L aBar ge (St.
Louis, MO) a$2.4-million contract for
continued production of wiring har-
nesses for the UH-60L Black Hawk
helicopter and a $1.8-million contract
for continued production of electronic
assemblies used for afiltration system
that extends the life of Black Hawk
engines. Also, LaBarge hasreceived a
$1.8-million order from United Space
Alliance to supply complex cables and
wiring harnesses for the space shuttle’s
solid rocket boosters. In addition, La-
Barge has secured a $1.9-million con-
tract from Raytheon Missile Systems
to continue to provide complex cable
harnesses for the Joint Standoff Weap-
on program, afamily of air-to-ground
weapons that employ GPS guidance.
...Alternative Manufacturing, Inc.,
an EMS provider in Winthrop, ME, is
now providing third-party logistical
services for Canada-based K antech
Systems, alongtime customer for
whom AMI manufactures security
products. For Kantech’s starter and

expansion kits, AMI merges products
it buildsfor Kantech with off-the-shelf
itemsthat AMI buys from other sup-
pliers and then ships the kits directly to
Kantech’send customers....Trilliant
(Redwood City, CA), asupplier of en-
ergy management systems, hasre-
newed itsrelationship withEMS
provider Varitron Technologies (St.
Hubert, Quebec, Canada), which has
manufactured two million smart
metersfor Trilliant....Stellartech
(Sunnyvale, CA), aprovider of medi-
cal design and manufacturing services,
and OrthoM EM s (Menlo Park, CA),
amedical device company focused on
biomedical applications of MEMS and
wireless technology from the Cleve-
land Clinic, have formed an alliance
to design, develop and manufacture a
portable reader for wireless communi-
cation with aminiature pressure sensor
implanted in the spine.

Flextronics To Make
Medical Deal

Addition to disposables offering

Flextronics has signed an agree-
ment to acquire Slomedical SR.O., a
Slovakian manufacturer that will ex-
pand Flextronics medical disposables
offering. Slomedical produces dispos-
able medical devicesranging from
tubing sets to complex devicesfor
minimally invasive surgery. Thisshare
purchase is expected to close before
the end of the year, pending regulatory
clearances. The purchase price was not
disclosed.

Upon compl etion, the acquisition
will expand Flextronics' overall capa-
bility for medical disposablesthrough
Slomedical’ slow-cost European loca-
tion in Slovakiaand allow Flextronics
to significantly advance its disposables
strategy throughout Europe, according
to a statement from the company.

Founded in 22003, Slomedical oper-
atesa7,500-m factory at VVréble near
the city of Nitra, according to Slomed-
ical’ swebsite.



News

Slomedical said it needed to partner
with alarger organization in order to
undertake expansion and support the
growing needs of its customers. Flex-
tronics stated that it intends to expand
Slomedical’ slow-cost operations once
the deal isdone.

Flextronics has also invested inits
internal capabilitiesfor medical dis-
posables. The company recently com-
pleted amajor expansion of its
Tijuana, Mexico, campus, whichis
dedicated to disposables manufactur-
ing. In Tijuana, Flextronics' operations
now include vertical integration capa-
bilities of plastic injection molding
and plastic extrusion aswell as clean-
room assembly.

Medical union...Circle Medical
Devices (Los Gatos, CA) and Texcel
Medical (Springfield, MA) have
merged to form CIRTEC Medical
Systems, hilled as aleading provider
of comprehensive medical product de-
sign and manufacturing solutions.
CIRTEC combines Circle Medical’s
design and development capability
with Texcel Medical’ s development
and manufacturing. The combined
company has 130 people.

In 2007, Circle Medical joined a
medical alliance with Solectron and
three other companies. The alliance
disappeared when Solectron was ac-
quired by Flextronics. “It never really
got off the ground — good strategy,
poor execution,” Jerry Hansen, CIR-
TEC executive chairman and founder,
told MMI. Hansen is the former chair-
man and CEO of Circle Medical.

EMS company news... Foxconn
I nternational Holdings, Hon Hai’s
majority-owned handset subsidiary,
has established atechnology service
unit that includes afocus on retail, ac-
cording to Digitimes, which cited a
Chinese-languagenewspaper....San-
mina-SCl and OneChip Photonics
(Ottawa, Canada) have formed a part-
nership to produce OneChip’s fiber-to-
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the-premises transceivers based on
photonic integrated circuit tech-
nology....Surface Mount Technolo-
gy (Holdings) Limited (Hong Kong)
recently announced that its plant in
Tangxia, China, received alicenseto
manufacture satellite TV reception
equipment. The license will enable
SMT to offer EM S for set-top boxesin
Chinaaswell asto manufacture them
for existing customers. SMT considers
the set-top box segment a significant
new market opportunity for the
company....CEl Contract Manufac-
turing Limited (Singapore) through a
subsidiary hasformed anew company,
Clean Energy Innovation Pte Ltd,
which will invest in technology and
manufacture and distribute products
related to the investment. CEl’ sratio-
nale for this undertaking isto enhance
its principal activitiesaswell as pro-
mote and provide clean energy for
manufacturing services and tech-
nology....Cirtronics (Milford, NH)
has received national certification asa
Women' s Business Enterprise by the
Women' s Business Enterprise Nation-
al Council (WBENC). There are only
three organizationsin the U.S. that
certify women-owned businessesfor
corporate contracting purposes. Ac-
cording to Cirtronics, WBENC grants
the most respected woman-owned cer-
tification that can be achieved.
...Incap (Helsinki, Finland) plansto
extend its design operationsin India,
whereit currently has adesign team of
15 people. The aim is to double that
number during 2010. Incap’ s designers
in Bangalore also serve European and
U.S. customers. Typical customer
products designed in Indiaare UPS
products, inverters and power
supplies....Cymbet (Elk River, MN),
which sellsathin-film battery system,
has named Winland Electronics
(Mankato, MN) a Cymbet Premier De-
sign Partner....NOTE'slargest cus-
tomer in itstelecom segment has
decided to stop producing part of its
line, and further downsizing will result

at NOTE'splant in Skellefted, Swe-
den, where about 40 people work. The
provider will record termination ex-
penses and write-downs of some SEK
40 million ($5.8 million), while a set-
tlement with the customer will give
NOTE additional liquidity of about
SEK 40 million.

Alliances...Zurvahn (Coconut
Creek, FL) and Celestica (Toronto,
Canada) have entered into a strategic
alliance, whereby OEMs can do local
NPI and low-volume, high-mix manu-
facturing with Zurvahn and then shift
into high-volume manufacturing with
Celestica sglobal network....Com-
posiflex, asupplier of engineered
composite products based in Erie, PA,
and Sunburst Electronics, an EMS
provider also in Erie, have formed a
partnership to provide a single source
for integration of a composite enclo-
sure with an electronic assembly.
...Sunstone Circuits (Mulino, OR), a
PCB fabricator, is offering PCB proto-
types plus assembly through a partner-
ship with Screaming Cir cuits (Canby,
OR), which will handle the assembly
work. Screaming Circuits, adivision
of MEC (Milwaukee Electronics
Companies), assembles prototype and
short-run PCBs.

New Player in Tucson

Tucson Assembly Solutions, a
new company, recently got started as
anEMS p2>rovider by opening a
17,000-ft facility in Tucson, AZ. The
new provider made its EM S debut
with the support of its strategic part-
ner, Tucson Embedded Systems
(TES), whichisa Tucson-based firm
that specializesin systems/software
engineering for safety critical systems.
TES holds amajority interest in Tuc-
son Assembly.

TES entered this partnership be-
cause “now they can be fully integrat-
ed where they can go from a concept
to afull production unit,” explained
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Mike Sherwood, Tucson Assembly’s
general manager. Tucson Assembly
and TES want to utilize the synergy of
the two companiesto win military
business.

But Tucson Assembly also sees an
opportunity to attract customers |ook-
ing for alocal supplier of PCBA. One
of the provider’s selling pointsis*“ my-
self and most of my staff have an engi-
neering R& D background,” said
Sherwood. What's more, Tucson As-
sembly can deliver working prototypes
intwo weeksto local customerswho
typically must wait eight weeks. For
example, Tucson Assembly has built
prototypes for local companies such as
Rain Bird, anirrigation products sup-
plier, and Otis Elevator. Sherwood is
looking to fill his second and third
shiftswith constant runners, while
keeping the day shift open to do proto-
types for companiesin Tucson.

Tucson Assembly started out with
one SMT line and isworking on add-
ing asecond line. The 1SO 9001-certi-
fied provider is up to seven employees
and three temporaries.

EMS businessto stand alone...
Kenmec M echanical Engineering
(Taipei, Taiwan), asupplier of auto-
mation equipment for TFT panel pro-
duction and other such uses, intendsto
spin off its EMS unit in middle of next
year, Digitimes reported.

Elcoteq Shifts
to New Investor

Elcoteq (Luxembourg) has chosen
anew strategic investor, India sVid-
eocon Industries, after negotiations
ended with Shenzhen Kaifa Technol-
ogy, the Chinese company originally
selected to make an equity investment
in Elcoteq. Elcoteq is seeking an equi-
ty investment in order to strengthen its
balance sheet (June, p. 7, July, p. 6).

The EMS provider hassigned a
nonbinding letter of intent with Video-
con, enabling the two parties to negoti-
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ate adefinitive agreement. Reaching a
definitive agreement is subject to due
diligence and restructuring of senior
and subordinate debt. Elcoteq told Re-
utersthat Videocon's equity invest-
ment in Elcoteq will be around the
same amount that Kaifawasto put in.
Kaifa sinvestment was to be 50 mil-
lion euros (July, p. 6). Subject to regu-
latory, statutory and corporate
approvals, the transaction is expected
to close by the end of the year.

Elcoteq has intended to restructure
its debt, with permission of creditors,
as part of its effort to strengthen its
balance sheet. When the company an-
nounced it was negotiating with Kaifa,
plans for debt restructuring included a
partial debt-to-equity swap (July, p. 6).
Thisrestructuring will require, among
other things, measuresto be taken with
respect to the company’ s debentures.
In September, holders of all but one of
Elcoteq’ s subordinated notes agreed to
amend the terms of the notesto permit
loan restructuring. This month,
Elcoteq reported that its financial ad-
viser will propose that debenture hold-
ers agree to sell the Elcoteq debentures
for 25% of nominal value plus accrued
interest. Under Elcoteq's plan, apo-
tential investor would buy the deben-
tures and possibly convert them to
sharesin Elcoteq.

Negotiations regarding debt re-
structuring also include Videocon.

Videocon isaglobal conglomerate
with interestsin consumer electronics,
home appliances and durables, color
picture tubes, tube glass, oil and gas,
and telecom and media.

According to Elcoteq, the proposed
transaction with Videocon also offers
clear business synergies.

Some financial news...Onex and
certain of its affiliates have completed
asecondary offering of 11 million sub-
ordinate voting shares of Celestica.
Onex and its affiliates now own 100%
of the multiple voting shares of Celes-
ticaand about 0.8% of the subordinate

voting shares of the company. Asa
result, Onex and its affiliates have
about 69% voting control of Celestica,
but only about an 8% economic inter-
est in the company. Also, Celestica
will redeem all of its 7.875% senior
subordinated notes due 2011, with a
total face value of $339.4 million.
...Likewise, Sanmina-SCI has called
for redemption of all of its senior
floating rate notes due 2010, totaling
$175.7 million in principal value.

People on the move... Bob Eulau
has joined Sanmina-SCI (San Jose,
CA) as executive VP and CFO. Eulau
comes with over 20 years of financial
and operational management experi-
ence, most recently as executive VP,
COO and CFO of privately owned
Allen Technology....Suntron (Phoe-
nix, AZ) has named Ed Wheeler its
new president and CEO to replace
Paul Singh, who has resigned. Wheeler
will alsojoin Suntron’s board. In July,
the company brought in Wheeler, a
former Honeywell executive, as
COO....Plexus (Neenah, WI) has
hired Jim DiBurro as VP, industrial
commercial market sector. DiBurro’s
career in electronics manufacturing
spans 20 years, 11 of which were spent
at Celestica, where hislast position
was VP of sales and marketing for its
industrial and consumer sectors. Be-
fore joining Plexus, DiBurro worked
asaconsultant....AsteelFlash Group
(Paris, France) has appointed Vince
Pradia global senior VP of North
Americaand Asiamaterials/supply
chain management. Pradia has over 30
years of materials, logistics and supply
chain experience, with hislast nine
years spent at Flextronics asits world-
wide VP of materials....Gary Allen
has been named managing director for
the Rogerstone, South Walesand Ay-
lesbury, England, plantsof TT elec-
tronics- integrated manufacturing
services, awholly owned subsidiary of
publicly held TT electronics (Wey-
bridge, UK). Allen’s experiencein-



News

cludes over 18 years at Thales Avion-
icsLimited UK....Kam Mahdi, co-
founder of EMS provider Probe
Manufacturing (Lake Forest, CA),
has returned to the company as CEO, a
position he held from 1996 until Octo-
ber 2005....The EN ElectronicNet-
work group (Limburg, Germany), a
Top-50 EM S provider, has announced
the resignations of Ernst Gockel, chief
sales officer and a board member; Th-
omas Hahn, GM of the group’s opera-
tionin Bad Hersfeld, Germany; and
Markus Dillmann, head of strategic
purchasing. Chairman and CEO Klaus
Kroesen istaking over the responsibil-
ities of both Gockel and Hahn. These
changes have resulted from the

group’ srealignment effort. They fol-
low the resignation of Joachim God-
dertz, the group’ s former chairman and
CEO....Catalyst Manufacturing Ser-
vices (Endicott, NY) has promoted
Hector Rodriguez from the staff of
Catalyst’s Mexico operation to corpo-
rate director of quality assurance. Cer-
tified as a master black beltin Lean —
Six Sigma, Rodriguez has worked for
anumber of tier-one contract
manufacturers....Tom Collett has
brought his 35 years of sales engineer-
ing experience to Hansatech EM'S
(Poole, UK), where he will serve as
new business development manager.
Previously, Collett worked at M olex
asindustry specialist and AV X as ap-
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plications engineer for Northern Eu-
rope.

Board changes...Effective Sept. 1,
David Stout, aretired pharmaceutical
executive, joined the board of direc-
tors of Jabil Circuit (St. Petersburg,
FL). Stout was most recently president
of pharmaceutical operations for
GlaxoSmithKlinePhar maceuticals.
A seat opened up on the board when
Laurence Grafstein resigned dueto a
changeinemployment....Sanmina-SCI
has added Jean Manas to its board.
Before starting For os Group, afinan-
cial servicesfirm, Manas was a senior
executive at Deutsche Bank and be-
forethat Goldman Sachs....As of
Sept. 18, John Chen became chairman
of the board of SigmaTron Interna-
tional (Elk Grove Village, IL). Chen,
who has been amember of the board
since 1994, assumed thisrole with the
retirement of the previous chairman,
Franklin Sove....Sparton (Schaum-
burg, IL) has decided to reduce the
size of its board from 11 membersto
nine as two directors are ending their
service on the board this month.

Closure...Benchmark Electronics
(Angleton, TX) will closeits plantin
Beaverton, OR, according to reports
by local media.

Certifications...Sanmina-SCl’ s
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Huntsville, AL, facility has been certi-
fied by the National Aerospace and
Defense Contract Accreditation
Program....The Vasteras, Sweden,
plant of Enics (Baden, Switzerland)
has earned certification to the IRIS
standard, used by the railroad
industry....Logic (Minneapolis, MN),
aproduct development and manufac-
turing company, hasreceived 1SO
13485 certification for design at its
product development centersin Min-
neapolis and Boston. The company’s
manufacturing group was certified to
the medical industry standard in 2005.
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