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Modest Q2 Growth for 20 Large CMs

In keeping with the softnessin de-
veloped economies and the slowdown
in Chinaand other such parts of the
world, combined Q2 growth for 20 of
the largest contract manufacturers
camein at an underwhelming 3.1%
year over year. Nevertheless, the con-
tract manufacturing business retained
its reputation as an outsourcing-fueled
sector that can still grow amid weak
economic conditions. Q2 revenue for
the 11 EMS providers and nine ODMs
in the group totaled $81.1 hillion, up
from $78.6 billion in the same period a
year ago.

Aggregate year-over-year growth
for the 11 EMS providersin Q2 was
dlightly lessthan that produced by the
nine ODMs, and both were consistent
with the combined rate of the entire
group. Together, the EM S providers
increased their sales by 2.9%, com-
pared with 3.5% for the ODMs (Chart
1). Contrast thisresult with Q1, when
the EMS providersin the group out-
grew their ODM counterparts by over
11 percentage points (June, p. 5).
Among the largest CMss, revenue
growth on the ODM side, which had
trailed combined EM S growth for over
two years, had finally caught up in Q2.

However, the picture for the large
EMS providers darkens without the
boost supplied by EM S behemoth Hon
Hai Precision Industry, which ac-
counted for 63% of saleson the EMS
side. Excluding Hon Hai and its Q2

growth of 10.6% year over

Chart 1: Q2 2012 Sales Growth Year Over Year
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acollective sales drop of 8 -
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The full CM group also 2.9%
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absence of Hon Hai, collec-
tive Q2 sales of the other 19
companies would have shown a de-
cline of 0.8% from ayear earlier. One
can then conclude that for alarge seg-
ment of the contract manufacturing
business outside of Hon Hai, Q2 sales
were essentialy flat versus ayear
earlier.

Compared with ayear earlier, five
companies achieved double-digit
growth in Q2, as Pegatron’sDM S
business stood out with a 74.4% gain,
followed by another ODM, AmMTRAN

11 EMS providers

9 ODMS 20 CMs combined

Technology, at 43.7%. Note that Pe-
gatron has benefited from supplying
Apple. Still, Q2 salesresults were
mixed: on ayear-over-year basis, the
revenue gainsat 11 CMssdlightly out-
weighed the declines at nine others
(Table1, p. 2).

On asequential basis, Q2 salesfell
2.7%, dragged down by Hon Hai’s
10.7% revenue decline from the prior
quarter. Without Hon Hai, combined
sales of the other CMswould have
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Table 1: Q2 and Six-Month 2012 Results for Twenty of the Largest Contract Manufacturers (M US$ or %)
Company Primary Q2'12 Q1'12 Q2'11 Q12 Q1-2 Q1-2 Q1-2
(in order of  busi- uarters in US$ sales sales qtr. sales oh net net net '12 11 o '12 net '11 net
6-mo. sales)  ness q chg. 9: profit profit profit sales sales g profit profit

Head- Reports Q2 '12 Q1 '12 Qur- Q2 '11 Yr.-yr. Yr.-yr.

HonHai EMS Taiwan No 30,127 33,736 -10.7 27,252 10.6 426 503 450 63,863 52,146 225 929! 942
(Foxconn)
Quanta ODM Taiwan No 8,023 7959 08 9514 -157 202 172 186 15982 18,103 -11.7 374 381
Computer
Flextronics EMS Singapore Yes 5990 6,382 -6.2 7,506 -20.2 1292 1252 1322 12,372 14,295 -135 2532 2672
Pegatron® ODM Taiwan No 6,337 5,028 26.0 3,633 74.4 28 43 (23) 11,365 6,556 734 71 (42)
Wistron ODM Taiwan No 5,366 5,963 -10.0 5529 -29 49 63 86 11,329 10,216 109 112 155
Compal ODM Taiwan No 5569 5435 25 6,115 -89 58 63 114 11,004 11955 -8.0 116 233
Electronics
Jabil*  EMS Florida Yes 4,251 4236 0.3 4,228 05 101 98 105 8487 8,156 4.1 199 160
Inventec  ODM Taiwan No 3,393 3455 -1.8 3,021 123 46 14 2 6,849 5869 16.7 60 24
TPV Technology ODM Taiwan Yes 2,790 2,340 19.2 2606 7.0 24 20 28 5129 5297 -3.2 44 70
Celestica EMS Canada Yes 1,745 1,691 32 1829 -46 24 43 46 3,436 3,630 -53 67 76
Sanmina-SCI  EMS California Yes 1549 1463 59 1674 -75 9 1) 9 3012 3243 -7.1 8 23
Cal-Comp EMS  Thailand No 1,220 1,093 116 1,096 11.3 13 8 7 2313 2105 99 20 32
Electronics
Qisda ODM Taiwan No 941 984 -43 1,052 -105 (31) 17 41 1925 2,159 -109 (14) (36)2
Shenzhen Kaifa ~ EMS China No 693 640 8.2 689 0.5 3 7 10 1,333 1447 -7.9 10 16
Technology

Benchmark EMS Texas Yes 630 593 6.2 586 7.6 14 6 15 1,223 1,124 8.9 19 29
Electronics

Plexus EMS Wisconsin Yes 609 574 6.2 559 89 24 20 22 1182 1127 49 44 46
AmMTRAN  ODM Taiwan No 512 475 7.8 356 43.7 14 14 3 986 885 115 28 14
Technology
Venture  EMS Singapore No 484 455 6.5 507 -4.6 27 28 34 939 968 -3.0 55 66
Universal Scien-  EMS Taiwan No 453 466 -2.8 485 -6.7 17 18 11 918 1,000 -82 35 23
tific Industrial
Ability ODM Taiwan No 398 338 17.6 370 76 13 11 6 736 733 05 24 14

Enterprise
Total/avg. 81,078 83,306 -2.7 78,608 3.1~1,184 ~1,270~1,248 164,384 151,013  8.9~2,455 ~2,493
Total/avg. with- 50,951 49,569 2.8 51,356 -0.8 ~758 ~768 ~798 100,521 98,867 1.7~1,526 ~1,551

out Hon Hai

Results in non-US currencies were converted to US dollars by applying a three-month average exchange rate for the corresponding quarter.
Average exchange rates were based on monthly 2011 and 2012 data from the US Federal Reserve. Company net profits shown here are attributable to
shareholders. Net profit totals are approximate because not all companies follow the same accounting standard. *Includes a pretax loss of about
$153 million in connection with the Hon Hai's planned investment in Sharp. The loss was subsequently reversed. 2Includes income from discontinued
operations. °Results correspond to Pegatron's core DMS business. *For Jabil, Q2 '12 corresponds to the quarter ended May 31.

risen by 2.8%. So Hon Hai’ s contribu- quarter. centage points. Q2 sales growth for the
tion to revenueis not always a posi- But in the sequential comparison, ODMs amounted to 4.2%, while com-
tive. A clear mgjority of 14 players the ODMs as awhole outshined the bined sales for the EM S side dropped
improved their sales over the prior EMS group by amargin of 11.2 per- by 7.0% from the prior quarter (Table 2).
Table 2: Comparing Results Where Companies are Grouped by Primary Business (M US$ or %)
No.of _ . . qq Qtr- . Q2'11 Q1'11 Q2'10 Q1-2 , Q1-2 Q1-2
compa- Primary Q2 ‘11 Q1 ‘11 qtr. Q210 Yryr. net net net g Q12 1O YEYE et 10 net
- business sales sales sales chg. . . . sales chg. . .
nies chg. profit profit profit sales profit profit

11 EMS 47,750 51,329 -7.0 46,411 29 ~785 ~854 ~841 99,079 89,241 11.0 ~1,639 ~1,680

9 ODM 33,329 31,977 4.2 32,197 35 ~399 ~417 -~407 65,305 61,772 5.7 ~816 ~813

20 81,078 83,306 -2.7 78,608 3.1 ~1,184 ~1,270 ~1,248 164,384 151,013 8.9 ~2,455 ~2,493
Net profit totals are approximate because not all companies follow the same accounting standard.
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Chart 2: Q2 2012 Sales Growth Year Over Year

Excluding Hon Hai
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largely become a com-
modity business. Among
the eight ODMs, only
two, AMTRAN Technol-
ogy and Ability Enter -
prise, posted Q2

Together, the 20 CMs earned net
income of about $1.2 billion in Q2 for
anet margin of about 1.5%. (These
figures are approximate because not
all companiesfollow the same ac-
counting standard.) Included in the net
incometotal isa pretax charge of
about $153 million taken by Hon Hai
in connection with its planned invest-
ment in Shar p and subsequently re-
versed. With this charge, the group’s
Q2 net income was down about 5%
year over year. Eight out of 20 CMs
succeeded in raising their net income
from the year-ago quarter (Table 1).

MMI compiled quarterly operating
marginsfor eight out of nine ODMs.
(One ODM, TPV Technology, does
not report results consistent with those
of the other ODMSs.) For Q2, com-
bined operating margin for the eight
ODMswas amere 1.06%, compared
with 1.19% in the prior quarter and

Chart 3: First Half 2012 Sales Growth Year Over Year

operating margins of
2.0% or better.

For the first half of 2012, the 20
CMs collectively brought in sales of
$164.4 hillion, up 8.9% year over
year. Thisincrease was 5.8 percentage
points above Q2's comparable rate
because of strong, double-digit growth
in Q1 (June, p. 5). Inthefirst half, the
11 EMS providers together generated
arevenueincrease of 11.0%, almost
twice the 5.7% gain that the nine
ODMs produced (Chart 3).

Again, Hon Hai made a big differ-
ence. With Hon Hai out of the picture,
the EMS side would have presented a
sales decline of 5.1%, well behind the
combined growth of the ODMs. In ad-
dition, aggregate growth for the 19
CMs sans Hon Hai would have been a
paltry 1.7% (Chart 4). So far this year
through two quarters, Hon Hai has
been the difference between respect-
able and puny growth for 20 of the

largest CMs.

Five companies attained double-
digit growth in the first half, and four
of them were ODMs. Sporting a
73.4% increase, Pegatron was again
way out in front. Hon Hai came in sec-
ond with afirst-half gain of 22.5%, no
small achievement for acompany its
size.

First-half net income for the 20
CMstotaled about $2.5 billion, sight-
ly down from the year-earlier period
(Table1). If the Hon Hai’ s af oremen-
tioned charge of about $153 million
were not counted, then the group’s
first-half net income would likely have
improved. First-half net margin for the
EMS providers excluding Hon Hai
was approximately 2.0%, whilethe
ODMs combined for a margin of
around 1.2%.

Editor’ s note: Thisanalysis pre-
sents arough approximation of EMS
versus ODM sales since a number of
the contract manufacturerslisted here
do both EMS and ODM work. Compa-
nieswere classified asEMS or ODM
based on which model represents their
primary business. In addition, sales of
some EM S providersinclude non-

EMS revenue from such activities as
component-level manufacturing.

Hon Hai resultsfor Q2
and thefirst half

Hon Hai’ s consolidated Q2 sales
totaled $30.1 billion, up 10.6% year
over year as mentioned earlier. In the

Chart 4: First Half 2012 Sales Growth Year Over Year
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company’ sreporting currency, sales
came to NT$891.9 hillion, represent-
ing a13.5% increase. On a sequential
basis, Q2 salesfell 10.7% in US dol-
lars (10.9% in NT dollars).

Gross margin in Q2 equaled 7.93%,
up 129 basis points from the prior
quarter and 65 basis points from the
year-ago period. Q2 operating margin
stood at 2.41%, up 89 basis points se-
quentially and 40 basis points year
over year. Operating income for the
quarter rose 36.1% from ayear earlier.

Net income in Q2 amounted to

$426 million (NT$12.6 billion), down
from $503 million in the prior quarter
and $450 million ayear earlier. Note,
however, that Q2 net income included
the aforementioned pretax charge of
about $153 million (about NT$4.5 bil-
lion) taken in connection with Hon
Hai’ s planned investment in Sharp and
subsequently reversed.

For the first half, Hon Hai’ s consol -
idated sales added up to $63.9 hillion
(NT$1,893 hillion). While sales grew
by 22.5% in US dollars (24.9% in NT
dollars), net income declined by 1.4%

inUSdollars (rose by 0.5% in NT dol-
lars).

Of that $63.9 hillion, Hon Hai's
publicly traded handset subsidiary,
Foxconn International Holdings,
accounted for $2.50 hillion, down
16.4% year over year. The handset
unit recorded afirst-half loss of $226
million (attributable to owners of the
company), compared with ayear-earli-
er loss of $18 million. During the first
half, FIH’ s customers engaged in a
continuous struggle to protect their
market share, FIH reported.

Market Trend

Design Services
Spreading Within
Lower Tiers

Design services are agrowing busi-
ness that more and more providers
want a piece of. But the appeal of de-
sign services goes beyond the opportu-
nity to generate more revenue. By
participating in product devel opment,
aprovider can put itself in aposition
to take a product into production. In-
deed, one strategy followed within the
EMS industry stipulatesthat an EMS
provider won’t engage with an OEM
unless the provider gets both the cus-
tomer’ s design work and the associat-
ed manufacturing program. That’s one
way to avoid competitive bidding wars
on the manufacturing side.

Of course, adding design capabili-
tiesis nothing new. Providers, espe-
cially the largest ones, have been
offering design plus manufacturing for
sometime. But increasingly, players
from below theindustry’ stop tier are
jumping on the design bandwagon.
Besides more revenue, design capabil-
ities also give these companies away
to differentiate themselves from com-
petitors who don’t pursue engineering
business.

Consulting and research firm Frost

& Sullivan estimatesthat EM S design
business amounted to $11.93 hillionin
2011 and forecasts that it will reach
$29.62 hillion in 2018 for a CAGR of
8.9%. Some of this growth, if not a
majority of it, will come from under-
penetrated segments such as healthcare
and industrial, where electronics de-
sign may not be within acustomer’s
bailiwick. OEMs are more likely to
outsource activitiesthat fall outside
their core competence.

Reflecting the growth and spread of
design services, several providersfrom
theindustry’slower reaches have re-
cently added engineering capabilities.

 Take Ayrshire Electronics (Lou-
isville, KY), which last month an-
nounced the establishment of its
Product Design Group. Headed by di-
rector of product design services Bob
Toler, the design group boasts more
than 85 years of experiencein elec-
tronic product design. Ayrshire report-
ed that it is now able to provide
complete product design and develop-
ment services, including hardware
(circuits, enclosures, cables and pack-
aging), software/firmware, and test
(ICT and functional). AE Product De-
sign specializesin cost reduction
projects such as PTH to SMT. The
group listsits skills as covering archi-
tecture and system designs, RF de-
signs, software engineering, logic
designs, mechanical designs, PCB de-
signs, accessories, design verification

and validation, standards activities,
forensic analysisand | P services.

* Top 50 EMS provider 3CEM S
(Guangzhou, China) recently launched
its Design for Manufacturing Service
(DMYS), offering an array of value-add-
ed design capabilities. The company
hasintegrated R& D resourceswith
manufacturing to support design en-
gagements, and the functionality of the
new serviceis presented as atotal so-
[ution from board build to system
build. The service focuses on embed-
ded systems, which can be applied in a
broad range of product applications.
According to 3CEMS, the launch of
the DM S business not only expands
the provider’s product applications,
but also benefits more clientswho
have customized demands.

e Marl Manufacturing (Ulverston,
UK), the recently formed EM S divi-
sion of LED products supplier Marl
International, has announced a con-
cept-to-manufacturing service for busi-
nesses that need to introduce a
technology-based product but have no
technical skillsor resourcesin-house.
This product realization service covers
initial electronic design, layout, proto-
typing and full production. The EMS
division isaiming this service at busi-
nesses in nontechnical sectors such as
hobbies and | eisure activity, medicine,
safety and security. Marl said the divi-
sion can literally start with adrawing
on the back of an envelope and work
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together with the customer’ s manage-
ment through the steps of turning that
ideainto aworkable design.

The entire product realization pro-
cess from concept to volume manufac-
turing takes place under one roof at
Marl Manufacturing’ s basein En-
gland. Asaresult, thereisastrong
connection between the different stag-
es of the process and the flexibility to
make changesif the customer’ s needs
evolve during the course of a project.

Reportedly, design and manufactur-
ing of bespoke housings to suit the ap-
plication environment is a particular
strength of Marl Manufacturing.

* Of course, design services can
also be added by acquisition. During
the spring, publicly held SigmaTron
International (Elk Grove Village, IL)
acquired Spitfire Controls (Carpen-
tersville, IL), an electronic controls
OEM in the home appliance industry
and alongtime customer of SigmaTron
(June, p. 7). Besides gaining two man-
ufacturing sites in low-cost geog-
raphies, SigmaTron obtained an
experienced engineering team with a
focus on electronic appliance controls.
The addition of Spitfire's design capa-

bilities allows SigmaTron to offer de-
sign servicesfor thefirst timein spe-
cific markets. Asadivision of
SigmaTron, Spitfire enables Sigma-
Tron to approach appliance customers
asan ODM aswell as provides a vehi-
cle by which the company can increase
its customary EM S business.

Spitfire has provided its customers
with designs as control solutions pri-
marily for high-volume cooking rang-
es, dishwashers, refrigerators and
portable appliances. In the appliance
controls sector, Spitfire has acted asa
black box designer, providing full-
product custom designs using itsown
proprietary technology and asagray
box designer, which completes designs
started by customers.

But design services present a cer-
tain amount of risk, especially for a
smaller provider with arelatively mod-
est engineering staff. In such cases,
providers must avoid tying up valuable
design resources on projectsthat are
not agood fit with providers' design
expertise. They must also avoid prod-
uct designsthat are poorly conceived
or are unlikely to win in the market-
place. If aproduct isadud, it won’'t

result in agood manufacturing pro-
gram. On the other hand, if adesign
staff is not kept busy, the unabsorbed
overhead creates adrag on profitabili-
ty. Profitability can also suffer when
an OEM balks at paying for al the en-
gineering resources it consumes —
something else to beware of .

To avoid the risks of maintaining a
design staff, an EM S provider can still
pursue design-and-build programs
without owning design capabilities.
Forming an aliance with adesign firm
can give aprovider the meansto offer
product development services along
with manufacturing. In thefirst six
months of 2012, five alliances were
formed between EM S providers and
engineering firms (July, p. 4). Thisis
another indication of how more and
more providers want to participate in
the front-end of the product cycle.

Despite the risks, design services
are growing more popular among the
lower ranks of the EM S industry. The
current business climate should pro-
vide agood test for those who want to
use their design capabilitiesto bring in
more design and manufacturing reve-
nue.

CSR

Final Rule
on Conflict Minerals

Last month, the US Securities and
Exchange Commission voted to adopt
the final version of amuch-anticipated
rule requiring disclosure of the use of
conflict minerals. Mandated by the
Dodd-Frank Act of 2010, the rule ap-
pliesto an SEC reporting company if
tantalum, tin, gold or tungsten is* nec-
essary to the functionality or produc-
tion” of a product manufactured by the
company or contract manufactured on
its behalf. Companies must make their
disclosure annually on a calendar-year
basisviaanew Form SD. Thefirst
submission is due on May 31, 2014 for
the calendar year 2013.

Publicly traded OEMs will likely
seek disclosure information from com-
paniesin their supply chain. Accord-
ing to | PC — Association Connecting
ElectronicsIndustries, “it is expected
that the requirementswill rapidly flow
through the entire supply chain.”

Under thefinal rule, acompany that
uses any of the designated mineralsis
required to conduct a reasonable coun-
try-of-origin inquiry that must be
performed in good faith and be reason-
ably designed to determine whether
any of itsminerals originated in the
covered countries or are from scrap or
recycled sources. The term covered
countries refersto the Democratic Re-
public of the Congo and nine neigh-
boring countries.

If acompany knows from the inqui-
ry that the minerals did not originate in
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the covered countries or are from
scrap or recycled sources, then the
company must disclose its determina-
tion and provide a brief description of
the inquiry it undertook and the results
of theinquiry on Form SD. The same
reporting appliesif theinquiry givesa
company no reason to believe that the
minerals may have originated in the
covered countries or may not be from
scrap or recycled sources. In either
case, the company must make the in-
quiry description and results publicly
available on its website.

On the other hand, if acompany
knows or has reason to believe that the
minerals may have originated in the
covered countries and may not be from
scrap or recycled sources, then the
company must undertake due diligence
on the source and chain of custody of



its conflict minerals and file a Conflict
Minerals Report (CMR) as an exhibit
to Form SD. Due diligence measures
must conform to anationally or inter-
nationally recognized framework, such
as the guidance approved by the Or-
ganisation for Economic Co-operation
and Development (OECD). The com-
pany must also post the CMR on its
website for public viewing.

After due diligence, if acompany
determines that its products are DRC
conflict free—that is, the minerals may
originate from the covered countries
but did not finance or benefit armed
groups — then the company must ob-
tain an independent, private sector au-
dit of its CMR, certify that it obtained
the audit, include the audit report as
part of the CMR, and identify the audi-
tor. If acompany’s products have not
been found to be DRC conflict free,
then acompany must not only satisfy
the audit and certification require-
ments but also provide additional in-
formation inits CMR. The company
must identify the products, internally
manufactured or outsourced, that have
not been found to be DRC conflict
free; describe the facilities used to pro-
cess the conflict mineralsin those
products; provide the country of origin
of the conflict minerals; and describe
the efforts to determine the mine or
location of origin with the greatest
possible specificity.

The SEC has created a third catego-
ry, DRC conflict undeterminable, for
cases where acompany is unableto
determine whether the mineralsin its
products originated in the covered
countries or financed or benefited
armed groups in those countries. This
temporary category will bein effect
for atwo-year period except for
“smaller reporting companies,” which
will qualify for afour-year period. For
acompany inthisthird category, its
CMR must identify the products that
are DRC conflict undeterminable; de-
scribe the facilities used the process
the conflict mineralsin those products,

6

if known; provide the country of origin
of the conflict minerals, if known; and
describe the efforts to determine the
mine or location of origin with the
greatest possible specificity. In addi-
tion, the CMR must specify the steps
that the company has taken or will
take, if any, since the end of there-
porting period to mitigate the risk that
its conflict minerals benefit armed
groups, including any stepsto improve
due diligence. For those products that
are DRC conflict undeterminable, the
company is not required to obtain an
independent audit of the associated
CMR.

Special rules apply to the due dili-
gence and CMR for minerals from re-
cycled or scrap sources. Products
containing such minerals are consid-
ered DRC conflict free. If acompany
cannot reasonably conclude fromits
inquiry that its gold isfrom recycled or
scrap sources, then it isrequired to
undertake due diligence in accordance
with OECD guidance and get an audit
of its CMR. Covered by OECD guid-
ance, gold is currently the only conflict
mineral with anationally or interna-
tionally recognized due diligence
framework for determining whether it
isrecycled or scrap.

For the other three minerals, if a
company cannot reasonably conclude
fromitsinquiry that its mineralsare
from recycled or scrap sources, then
until adue diligence framework is de-
veloped, the company is required to
describein its CMR the due diligence
measuresit followed in determining
that its conflict minerals are from recy-
cled or scrap sources. In this case, the
company is not required to obtain an
audit.

The SEC now estimates that it will
cost public companies and the compa-
niesin their supply chains between
about $3 billion and $4 billion to ini-
tially comply with the conflict miner-
alsrule. Ongoing annual compliance
will run between $207 million and
$609 million, according to the SEC.

In the next two months, I1PC will
hold one-day seminars on conflict
mineralsissuesin three different loca
tions, and experts will present strate-
gies and tools needed for compliance
with the SEC regulation. For morein-
formation, go to www.ipc.org/conflict-
minerals-seminar.

News

Foxconn Said to Have
Plans for Indonesia
Expanding in Brazil

The Jakarta Post is reporting that
Foxconn Technology Group, which
isanchored by Hon Hai Precision
Industry (Tucheng City, Taiwan), will
start operations in December in Ci-
kande within the Indonesian province
of Banten in western Java. Foxconn's
interest in Indonesia has been widely
reported, but the group has yet to an-
nounce any plansfor investing in the
country (see aso July, p. 1-2). For the
first stage of Foxconn’sbuild-up in
Indonesia, the group has reportedly
targeted production at three million
mobile phones. A second stage will
begin in July 2013, and when finished,
it will enable Foxconn to produce 10
million cell phones and other products
such as smart TVs and tablets, accord-
ing to the newspaper, which cited a
government minister.

Brazil isanother country in Fox-
conn’s expansion plans. Dating back
to 2011, Hon Hai reportedly has been
in talks with government officialsin
Brazil regarding an investment there
(April 2011, p. 7). The company final-
ly announced that it will funnel an ad-
ditional NT$14.5 billion ($494
million) into Brazil. A Hon Hai sub-
sidiary in Brazil was slated this month
to sign an MOU with the government
of the state of S&o Paulo regarding this
investment. CENSreported that Hon
Hai plansto establish a prgduction
complex of onemillion m" that will
supply avariety of itemsincluding
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News

parts for Apple products.

Recently, CENSalso reported that
Hon Hai isbuilding anew displays
plant adjacent to itstablet facility in
Chengdu, China.

Another expansion...Creation
Technologies (Burnaby, BC, Canada)
has expanded its manufacturing foot-
print in Changzhou, China, to better
serveits customer base and meet high
levels of demand. There, the EMS pro-
vider has moved into anew manugac—
turing facility with over 75,000 ft of
production space. Creation’s Chang-
zhou operation quadrupled production
during 2011.

Deals done...Celestica (Toronto,
Canada) has completed its acquisition
of D& H Manufacturing Company
(Fremont, CA), amanufacturer of
precision machined components and
assemblies, primarily for the semicon-
ductor capital equipment market
(Aug., p. 8). The purchase price was
about $70 million, according to Busi-
ness Development Asia, which acted
asfinancial advisor to The Crossbow
Group, D&H’sseller....Publicly held
Stadium Group (Hartlepoal, UK), a
provider of EMS and power supplies,
has acquired IGT Industries (East-
leigh, UK), adesigner and manufactur-
er of intelligent displaysfor the
professional electronics market, for a
maximum cash consideration of £4.2
million ($6.8 million). For the fiscal
year ended Oct. 31, 2011, IGT record-
ed revenue of £5.0 million and operat-
ing profit of £0.58 million. Stadium
said the acquisition isthe first step in
expanding into adjacent electronic
technologiesthat complement its exist-
ing power and EM S business and
whereit can add significant design and
| Pto customer requirements....H.B.
Fuller Company (St. Paul, MN), a
publicly traded supplier of adhesives,
sealants and other specialty chemical
products, has purchased Engent (Nor-
cross, GA), aprovider of microelec-

tronics development, testing and man-
ufacturing services. The Engent busi-
ness generated under $10 millionin
revenuein 2011. H.B. Fuller will
combine and leverage the company’s
adhesive devel opment capabilities,
investment resources and global reach
with the electronics expertise of
Engent.

EMS company has closed...After 30
yearsin the EMSindustry, Senior
Systems Technology (Palmdale, CA)
has gone out ofzbusi ness. SST operat-
ed a 130,000-ft” manufacturing facili-
ty, owned by the company. On August
1st, the EM S provider executed a gen-
eral assignment for the benefit of its
creditors. By that time, the company
had exhausted its working capital, had
current liabilities of $7.3 million ver-
sus assets of $4.0 million, and had in-
curred significant defaults with respect
toitssecured lender. A general assign-
ment is ameans of concluding the
affairs of aninsolvent debtor and func-
tions as an alternative to the Chapter 7
bankruptcy process.

Some new business...Under anew
contract with Kongsberg Defence &
Aerospace (Kongsberg, Norway),
Kitron (Billingstad, Norway) has be-
come the preferred supplier of elec-
tronicsto Kongsberg Protech Systems,
maker of remote weapon stations for
the US and 16 other countries. Last
month, the US Army awarded Kongs-
berg aframework agreement worth up
to $970 million over five yearsfor
production and support of the M 153
CROWS remote weapon station.
(CROWS stands for Common Re-
motely Operated Weapon Station).
Kitron said its contract with Kongs-
berg is central to the build-up of its
new businessin the US. For Kitron's
factory in Johnstown, PA, the CROWS
program alone is expected to generate
annual revenue of about NOK 60 mil-
lion ($10.4 million) over the next five
years. |n addition, the US factory will
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get orders from the contract for pro-
grams other than CROWS. The con-
tract will also ensure volume at
Kitron’s Arendal, Norway, factory,
which will supply markets outside the
US....Cosworth (Northampton, En-
gland), aglobal technology company,
recently awarded Kimball Electronics
Group (Jasper, IN) acontract for
manufacturing and assembly of auto-
motive performance data recorder
devices. Under the multiyear, multi-
million-dollar contract, KEG' s Jasper,
IN, facility will produce two separate
electronic modulesto beincluded in
sports cars produced by alarge US
automotivemanufacturer....Electron-
icsdistributor Premier Farnell has
contracted Sony UK Technology
Centre (Pencoed, UK) to manufacture
the Raspberry Pi computer, developed
by the British nonprofit Raspberry Pi
Foundation as away to stimulate inter-
est in computer science among the
young. The multimillion-pound pro-
gram marks areturn home for the
credit-card sized computer, which to
date has only been manufactured in
China. According to afoundation post-
ing, Premier Farnell has decided to
move the bulk of its Raspberry Pi
manufacturing to the Sony site, which
does both OEM and EM S work. Ini-
tialy, the Sony site will produce over
300,000 units for customers across the
world. Premier Farnell is one of the
companies selling the educational
computer....Zentech Manufacturing
(Baltimore, MD) hasreceived afive-
year blanket purchase agreement to
support advanced electronics contract
manufacturing for the US Army’ s Ar-
mament Research Development Engi-
neering Center (ARDEC) in Picatinny,
NJ. ARDEC isthe R&D center for
armaments used by the US Army, Spe-
cial Operations Command and other
military organizations. The ARDEC
agreement includes support of three
other ARDEC l|ocations and New Jer-
sey’sFt. Dix....Delta Group Elec-
tronics (Albuquerque, NM) has been
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named premier manufacturer for the
Hy-Impact product line, which uses
hydrogen as a catalyst to more effi-
ciently burn fuel in an engine’ s com-
bustion chamber. Highline Technical
I nnovations (Farmington, AR) devel-
oped the product line, which is being
sold by Alternative Hydr ogen Solu-
tions, ajoint venture between HTI and
Alternative Hydrogen Systems
Group Salesand Marketing (Miami,
FL).

Remains preferred supplier to
Bosch...Integrated Micro-Electron-
ics, Inc. (Laguna, Philippines) will
keep its preferred supplier status with
Robert Bosch in the EM S category.
IMI has been a supplier to Bosch for
more than nineyearsin diversified
markets, which include automotive,
industrial and consumer electronic
products.

Foxconn back on the defen-
sive...Just when Foxconn seemed to
be answering its critics with the
progress it has made addressing work-
place issuesidentified by the Fair La-
bor Association, the company finds
itself back on the defensive. Inthe
evening of September 23rd, a personal
dispute between several employees
escalated into ariot involving some
2,000 workers from Foxconn' s manu-
facturing facility at Taiyuanin China's
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Shanxi province. Foxconn said the
cause of thisdisputeis still under in-
vestigation, but it appears not to have
been work related. Bloomberg report-
ed workers as saying that the use of
force by security guards turned ador-
mitory dispute into ariot. The Taiyuan
factory was shut down temporarily asa
result.

Foxconn also faces reports that vo-
cational schoolsin Jiangsu province
made students work in internships at
Foxconn. The group responded that a
recent FLA audit of three of itsfacili-
tiesin China confirmed that there was
no evidence to indicate any interns
were pressured to participatein an in-
ternship program.

On the bright side, last month FLA
issued a status report on Foxconn's
progress in taking remedial actions
following FLA’ s earlier assessment of
working conditions and the treatment
of workers at the three facilities, which
supply Apple (April, p. 7-8). FLA re-
ported that Foxconn has completed all
of the tasks that were to be finished by
May 31 and is ahead of schedulein a
number of areas.

Corrections: An article on page 7
of the August issue misstated the full
name of IPC, an industry trade associ-
ation. The association’s complete
nameis | PC — Association Connect-
ing ElectronicsIndustries. Also, Ta-
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ble 1A on page 3 of that issue did not
include aMarch quarter charge of $32
million that Flextronicsrecorded after
it released results for the quarter. Flex-
tronics GAAP net income from con-
tinuing operations for the quarter
should have been revised to $141.4
million. Flextronics GAAP gross and
operating margins for the quarter
should have been 5.6% and 2.1%, as
calculated by MMI. Table 1A has been
revised accordingly and is available by
downloading the August edition from
MMI’sarchives.
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