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PART I

Item 1.  Business

Background

Benchmark Electronics, Inc. (Benchmark), formerly named Electronics, Inc., began operations in 1979 and was
incorporated under Texas law in 1981 as a wholly owned subsidiary of Intermedics, Inc., a medical implant
manufacturer based in Angleton, Texas. In 1986, Intermedics sold 90% of the outstanding common shares of the
Company to Electronic Investors Corp., a corporation formed by Donald E. Nigbor, Steven A. Barton and Cary T. Fu.
Mr. Fu is currently serving as our Chairman of the Board and Chief Executive Officer. In 1988, Electronic Investors
Corp. was merged into Benchmark, and in 1990 we completed the initial public offering of our common shares.

General

We are a worldwide provider of integrated electronic manufacturing services. We provide our services to original
equipment manufacturers (OEMs) of computers and related products for business enterprises, medical devices,
industrial control equipment, which includes equipment for the aerospace and defense industry, testing and
instrumentation products, and telecommunication equipment. The services that we provide are commonly referred to
as electronics manufacturing services (EMS). We offer our customers comprehensive and integrated design and
manufacturing services from initial product design to volume production including direct order fulfillment and post
deployment services. Our manufacturing and assembly operations include printed circuit boards and subsystem
assembly, box build and systems integration, the process of integrating subsystems and, often, downloading and
integrating software, to produce a fully configured product. Our recently added precision technology manufacturing
capabilities complement our proven electronic manufacturing expertise by providing further vertical integration of
critical mechanical components. These capabilities include precision machining, advanced metal joining, and
functional testing for multiple industries including medical, instrumentation, aerospace and semiconductor capital
equipment. We also are able to provide specialized engineering services, including product design, printed circuit
board layout, prototyping, and test development. We believe that we have developed strengths in the manufacturing
process for large, complex, high-density printed circuit boards as well as the ability to manufacture high and low
volume products in lower cost regions such as Brazil, China, Malaysia, Mexico, Romania and Thailand.

We believe that our global manufacturing presence increases our ability to be responsive to our customers’ needs by
providing accelerated time-to-market and time-to-volume production of high quality products. These capabilities
enable us to build stronger strategic relationships with our customers and to become a more integral part of their
operations. Our customers face challenges in planning, procuring and managing their inventories efficiently due to
fluctuations in customer demand, product design changes, short product life cycles and component price fluctuations.
We employ production management systems to manage their procurement and manufacturing processes in an efficient
and cost-effective manner so that, where possible, components arrive on a just-in-time, as-and-when-needed basis. We
are a significant purchaser of electronic components and other raw materials, and can capitalize on the economies of
scale associated with our relationships with suppliers to negotiate price discounts, obtain components and other raw
materials that are in short supply, and return excess components. Our expertise in supply chain management and our
relationships with suppliers across the supply chain enable us to reduce our customers’ cost of goods sold and
inventory exposure.

We currently operate a total of 51 surface mount production lines (where electrical components are placed and
soldered directly onto printed circuit boards) at our domestic facilities and 73 surface mount production lines at our
international facilities. Our worldwide facilities include 1.1 million square feet in our domestic facilities in Alabama,
Arizona, California, Minnesota, New Hampshire, North Dakota and Texas; and 1.8 million square feet in our
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international facilities in Brazil, China, Ireland, Malaysia, Mexico, the Netherlands, Romania, Singapore and
Thailand.
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Our capabilities have continued to grow through acquisitions and through internal expansion. In January 2011, we
acquired facilities and certain other assets to expand our precision technology capabilities in Penang, Malaysia. In
2009, we added certain precision machining assets and capabilities in Arizona, California and Mexico through a
business acquisition, and we leased a larger facility in Brasov, Romania that expanded our manufacturing capability in
Eastern Europe. In 2008, we completed the construction of a new building in Suzhou, China and increased our China
manufacturing capacity. In January 2007, we acquired Pemstar Inc. (Pemstar), a publicly traded EMS company
headquartered in Rochester, Minnesota. This acquisition expanded our customer base and added depth to our
engineering and systems integration capabilities. Additionally, we expanded our relationships with certain customers
during 2007 and added a new facility in Penang, Malaysia. Our global operations now include 21 facilities in ten
countries.

We believe our primary competitive advantages are our design, manufacturing, testing and supply chain management
capabilities. We offer our customers flexible manufacturing solutions throughout the life cycle of their products.
These solutions provide accelerated time-to-market, time-to-volume production, and reduced production costs. As a
result of working closely with our customers and responding promptly to their needs, we have become an integral part
of their operations.

Our Industry

The EMS industry experienced rapid change and growth over most of the past decade as an increasing number of
OEMs outsourced their manufacturing requirements. In mid-2001 and again in late 2008, the industry’s revenue
declined as a result of significant cutbacks in its customers’ production requirements, which was consistent with
overall global economic downturns. OEMs have continued to turn to outsourcing in order to reduce product cost,
achieve accelerated time-to-market and time-to-volume production, access advanced design and manufacturing
technologies, improve inventory management and purchasing power, and reduce their capital investment in
manufacturing resources. Outsourcing enables OEMs to concentrate on what they believe to be their core strengths,
such as new product definition, marketing and sales. In addition, the number of industries serviced by EMS providers
and these providers’ market penetration in certain industries has increased in recent years. We believe further growth
opportunities exist for EMS providers to penetrate the worldwide electronics markets. However, the recent global
economic downturn has had a negative effect on demand for our customers’ products and thus adversely affected our
sales.

Our Strategy

Our goal is to be the EMS outsourcing provider of choice to leading OEMs in the electronics industry that we perceive
from time to time to offer the greatest potential for growth. To meet this goal, we have implemented the following
strategies:

•Maintain and Develop Close, Long-Term Relationships with Customers. Our core strategy is to maintain and
establish long-term relationships with leading OEMs in expanding industries by becoming an integral part of our
customers’ manufacturing operations. To accomplish this, we work closely with our customers throughout the
design, manufacturing and distribution process, and we offer flexible and responsive services. We rely on our local
management teams to respond to frequently changing customer design specifications and production requirements,
which develops stronger customer relationships.

4
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•Focus on High-End Products in Growth Industries. EMS providers produce products for a wide range of OEMs in
different industries, such as consumer electronics, Internet-focused businesses and information technology
equipment. The product scope ranges from easy to assemble, low-cost high-volume products targeted for the
consumer market to complicated state-of-the-art, mission critical electronic hardware targeted for military, medical
and other high-end computer use. Similarly, OEMs’ customers range from consumer-oriented companies that
compete primarily on price and redesign their products every year to manufacturers of high-end telecommunications
equipment and computer and related products for business enterprises that compete on technology and quality. We
currently offer state-of-the-art products for industry leaders who require specialized engineering design and
production services, as well as high volume manufacturing capabilities to our customer base. Our ability to offer
both of these types of services enables us to expand our business relationships.

•Deliver Complete High and Low Volume Manufacturing Solutions Globally. We believe OEMs are increasingly
requiring a wide range of specialized engineering and manufacturing services from EMS providers in order to
reduce costs and accelerate their time-to-market and time-to-volume production. Building on our integrated
engineering and manufacturing capabilities, we offer services from initial product design and test to final product
assembly and distribution to OEM customers. Our systems integration assembly and direct order fulfillment
services allow our customers to reduce product cost and risk of product obsolescence by reducing their total
work-in-process and finished goods inventory. These services are available at many of our manufacturing locations.
In 2009, we added certain precision machining assets and capabilities to provide precision machining, metal joining
and complex electromechanical manufacturing services in Arizona, California and Mexico. In January 2011, we
acquired facilities and certain other assets to expand our precision technologies capabilities in Penang, Malaysia.
This expansion will provide sheet metal and frames fabrication services, advanced metal joining and grinding
services, along with complex mechanical assembly and machining services in Asia. We also offer our customers
high volume production in low cost regions of the world, such as Brazil, China, Malaysia, Mexico, Romania and
Thailand. These full service capabilities allow us to offer customers the flexibility to move quickly from design and
initial product introduction to production and distribution. We offer our customers the opportunity to combine the
benefits of low cost manufacturing (for the portions of their products or systems that can benefit from the use of
these geographic areas) with the benefits and capabilities of our higher complexity support of systems integration in
Asia, Europe or the United States.

•Leverage Advanced Technological Capabilities. In addition to traditional strengths in manufacturing large, complex
high-density printed circuit boards we offer customers advanced design, technology and manufacturing solutions for
their primary products. We provide this engineering expertise through our design capabilities in each of our
facilities, and in our design centers. We believe our capabilities help our customers improve product performance
and reduce costs.

•Continue to Seek Cost Savings and Efficiency Improvements. We seek to optimize our facilities to provide
cost-efficient services for our customers. We provide operations in lower cost locations, including Brazil, China,
Malaysia, Mexico, Romania and Thailand, and we continue to expand our presence in these lower cost locations to
meet the needs of our customers.

•Continue Our Global Expansion. A network of strategically positioned facilities can reduce costs, simplify and
shorten an OEM’s supply chain and thus reduce the time it takes to bring product to market. We are committed to
geographic expansion in order to support our customers with cost-effective and timely delivery of quality products
and services worldwide. Our acquisition of facilities in Malaysia, Romania and the Netherlands has expanded our
service scope to provide a global manufacturing solution to our customers through our 21 facilities in ten countries
located in Brazil, China, Ireland, Malaysia, Mexico, the Netherlands, Romania, Singapore, Thailand and the United
States.
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•Pursue Strategic Acquisitions. Our capabilities have continued to grow through acquisitions and we will continue to
selectively seek acquisition opportunities. Our acquisitions have enhanced our business in the following ways:

− expanded geographic presence;
− enhanced customer growth opportunities;

− developed strategic relationships;
− broadened service offerings;

− diversified into new market sectors; and
− added experienced management teams.

We believe that growth by selective acquisitions is critical for achieving the scale, flexibility and breadth of customer
services required to remain competitive in the EMS industry.

Services We Provide

We offer a wide range of engineering, automation, test, manufacturing and fulfillment solutions that support our
customers’ products from initial design through prototyping, design validation, testing, ramp-to-volume production,
worldwide distribution and aftermarket support. We support all of our service offerings with supply chain
management systems, superior quality program management and sophisticated information technology systems. Our
comprehensive service offerings enable us to provide a complete solution for our customers’ outsourcing requirements.

Engineering Solutions
Our approach is to coordinate and integrate our design, prototype and other engineering capabilities. Through this
approach, we provide a broad range of engineering services and, in some cases, dedicated production lines for
prototypes. These services strengthen our relationships with manufacturing customers and attract new customers
requiring specialized engineering services.

•New Product Design, Prototype, Test and Related Engineering Solutions. We offer a full spectrum of new product
design, automation, test development, prototype and related engineering solutions. Our concurrent engineering
approach shortens product development cycles and gives our customers a competitive advantage in time-to-market
and time-to-profit. Our multi-disciplined engineering teams provide expertise in a number of core competencies
critical to serving OEMs in our target markets, including award-winning industrial design, mechanical and electrical
hardware, firmware, software and systems integration and support. We create specifications, designs and quick-turn
prototypes, and validate and ramp our customers’ products into high volume manufacturing.

•Custom Test and Automation Equipment Design and Build Solutions. We provide our customers with a
comprehensive range of custom automated test equipment, functional test equipment, process automation and
replication solutions. We have expertise in tooling, testers, equipment control, systems planning, automation, floor
control, systems integration, replication and programming. Our custom functional test equipment, process
automation and replication solutions are available to our customers as part of our full service product design and
manufacturing solutions package or on a stand-alone basis for products designed and manufactured elsewhere. We
also provide custom test equipment and automation system solutions to OEMs. Our ability to provide these
solutions allows us to capitalize on OEMs’ increasing needs for custom manufacturing solutions and provides an
additional opportunity for us to introduce these customers to our comprehensive engineering and manufacturing
services.

6
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Manufacturing and Fulfillment Solutions
As OEMs seek to provide greater functionality in smaller products, they increasingly require more sophisticated
manufacturing technologies and processes. Our investment in advanced manufacturing equipment and our experience
in innovative packaging and interconnect technologies enable us to offer a variety of advanced manufacturing
solutions. These packaging and interconnect technologies include:

•Printed Circuit Board Assembly & Test. We offer a wide range of printed circuit board assembly and test solutions,
including printed circuit board assembly, assembly of subsystems, circuitry and functionality testing of printed
assemblies, environmental and stress testing and component reliability testing.

•Flex Circuit Assembly & Test. We provide our customers with a wide range of flex circuit assembly and test
solutions. We utilize specialized tooling strategies and advanced automation procedures to minimize circuit
handling and ensure that consistent processing parameters are maintained throughout the assembly process.

• Systems Assembly & Test. We work with our customers to develop product-specific test strategies. Our
test capabilities include manufacturing defect analysis, in-circuit tests to test the circuitry of the board
and functional tests to confirm that the board or assembly operates in accordance with its final design
and manufacturing specifications. We either custom design test equipment and software ourselves or use
test equipment and software provided by our customers. We also offer our own internally designed
functional test solutions for cost effective and flexible test solutions. In addition, we provide
environmental stress tests of assemblies of boards or systems.

We also have expertise in advanced precision and electromechanical technologies and optical manufacturing services.
In order to meet our customers’ demand for systems assembly and test solutions, we offer subassembly build, final
assembly, functionality testing, configuration and software installation and final packaging services.

Precision Electromechanical Assembly and Test. We offer a full spectrum of precision subsystem and system
integration services. These services include assembly, configuration and test of complex computers and related
products for business enterprises, medical devices, industrial control equipment, which includes equipment for the
aerospace and defense industry, testing and instrumentation products, and telecommunication equipment. We design,
develop and build product specific manufacturing processes utilizing manual, mechanized or fully automated lines to
meet our customers’ product volume and quality requirements. All of our assembly and test processes are developed
according to customer specifications and replicated within our facilities. Product life cycle testing services are
provided such as Ongoing Reliability Testing where units are continuously cycled for extended testing while
monitoring for early life failures.

Failure Analysis. We offer an array of analytical solutions and expertise to challenging issues that face our customers.
This includes focused techniques for failure mode, failure mechanism, and root cause determination. Specialized
analytical skill sets associated with electrical, mechanical, and metallurgical disciplines are used in conjunction with a
vast array of equipment such as ion chromatography, x-ray florescence, and scanning electron microscopy. Our
state-of-the-art lab facilities provide customers with detailed reporting and support in an unbiased, timely, and
cost-effective manner. Mastering emerging technologies coupled with a complete understanding of potential failure
mechanisms positions us to exceed customer expectations and maintain our technological diversity.
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Direct Order Fulfillment. We provide direct order fulfillment for certain of our OEM customers. Direct order
fulfillment involves receiving customer orders, configuring products to quickly fill the orders and delivering the
products either to the OEM, a distribution channel or directly to the end customer. We manage our direct order
fulfillment processes using a core set of common systems and processes that receive order information from the
customer and provide comprehensive supply chain management, including procurement and production planning.
These systems and processes enable us to process orders for multiple system configurations, and varying production
quantities, including single units. Our direct order fulfillment services include build-to-order (BTO) and
configure-to-order (CTO) capabilities. BTO involves building a complete system in real-time to a highly customized
configuration ordered by the OEM customer. CTO involves configuring systems to an end customer’s specifications at
the time the product is ordered. The end customer typically places this order by choosing from a variety of possible
system configurations and options. We are capable of meeting a 2 to 24 hour turnaround time for BTO and CTO. We
support our direct order fulfillment services with logistics that include delivery of parts and assemblies to the final
assembly site, distribution and shipment of finished systems, and processing of customer returns.

Aftermarket Non-Warranty Services. We provide our customers with a range of aftermarket non-warranty services,
including repair, replacement, refurbishment, remanufacturing, exchange, systems upgrade and spare part
manufacturing throughout a product’s life cycle. These services are tracked and supported by specific information
technology systems that can be tailored to meet our customers’ individual requirements.

Value-Added Support Systems. We support our engineering, manufacturing, distribution and aftermarket support
services with an efficient supply chain management system and a superior quality management program. All of our
value-added support services are implemented and managed through web-based information technology systems that
enable us to collaborate with our customers throughout all stages of the engineering, manufacturing and order
fulfillment processes.

Supply Chain Management. Our inventory management and volume procurement capabilities contribute to assurance
of supply, cost reductions and reduce total cycle time. Our materials strategy is focused on leveraging our
procurement volume companywide while providing local execution for maximum flexibility at the division level. In
addition, our systems integration facilities have developed material processes required to support system integration
operations.

We utilize a full complement of electronic data interchange transactions with our suppliers to coordinate forecasts,
orders, reschedules, and inventory and component lead times. Our enterprise resource planning systems provide
product and production information to our supply chain management, engineering change management and floor
control systems. Our information systems also control serialization, production and quality data for all of our facilities
around the world utilizing state-of-the-art statistical process control techniques for continuous process improvements.
To enhance our ability to rapidly respond to changes in our customers’ requirements by effectively managing changes
in our supply chain, we utilize web-based interfaces and real-time supply chain management software products which
allow for scaling operations to meet customer needs, shifting capacity in response to product demand fluctuations,
reducing materials costs and effectively distributing products to our customers or their end-customers.
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Manufacturing Technologies. We offer our customers expertise in a wide variety of traditional and advanced
manufacturing technologies. Our technical expertise supports standard printed circuit board assembly as well as
complex products that require advanced engineering skills and equipment.

We also provide our customers with a comprehensive set of manufacturing technologies and solutions which include:
• Pin Thru Hole;

• Surface Mount Technology;
• Fine Pitch;

• Ball Grid Array;
• Part on Part;
• Flip Chip;

• Chip On Board/Wire Bonding;
• In-Circuit Test;

• Board Level Functional Test; and
• Stress Testing.

We also provide specialized solutions in support of Optical and Wireless components and systems which include:
• Adhesives;

• Conformal Coating;
• Laser Welding;

• Hybrid Optical/Electrical Printed Circuit Board Assembly and Test; and
• Sub-Micron Alignment of Optical Sub-Assemblies.

Through our Component Engineering Services, we are helping our customers deal with the changing international
environmental regulations such as the European Union (EU) Restriction of the Use of Hazardous Substances in
Electrical and Electronic Equipment (RoHS). Manufacturing sites in the Americas, Asia and European regions are
certified in both water soluble and no-clean processes and are currently producing products that are RoHS compliant.

Precision Technologies. We provide precision machining, metal joining and complex electromechanical
manufacturing services and utilize the following precision technologies:

• Complex Small / Medium / Large Computer Numerical Controlled Machining;
• Precision Multi-Axis Grinding of Aerospace Engine Blades, Vanes and Nozzles;

• Precision Grinding of Mass Spectrometer Components;
• Sinker Electrical Discharge Machining;

• Turnkey Precision Clean Room Module Assembly and Functional Test; and
• Major Electromechanical Sub Assembly.

9
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Marketing and Customers

We market our services primarily through a direct sales force and, in select markets, independent marketing
representatives. In addition, our divisional and executive management teams are an integral part of our sales and
marketing teams. We generally enter into supply arrangements with our customers. These arrangements, similar to
purchase orders, generally govern the conduct of business between our customer and ourselves relating to, among
other things, the manufacture of products which in many cases were previously produced by the customer itself. Such
arrangements generally identify the specific products to be manufactured, quality and production requirements,
product pricing and materials management. There can be no assurance that at any time these arrangements will remain
in effect or be renewed.

Our key customer accounts are supported by a dedicated team, including a global account manager who is directly
responsible for account management. Global account managers coordinate activities across divisions to effectively
satisfy customer requirements and have direct access to our executive management to quickly address customer
concerns. Local customer account teams further support the global teams and are linked by a comprehensive
communications and information management infrastructure. In addition, our executive management, including our
chief executive officer, Cary Fu, and our president, Gayla Delly, are heavily involved in customer relations and devote
significant attention to broadening existing and developing new customer relationships.

The following table sets forth the percentages of our sales by industry for 2010, 2009 and 2008.

2010 2009 2008

Computers and related products for business enterprises 32 % 39 % 48 %
Industrial control equipment 25 20 16
Telecommunication equipment 23 23 18
Medical devices 10 14 14
Testing and instrumentation products 10 4 4

Historically, a substantial percentage of our sales have been made to a small number of customers. Sales to our ten
largest customers represented 47%, 52% and 58% of our sales in 2010, 2009 and 2008, respectively. In 2009, Oneida
Nation Electronics, Inc. (Oneida Nation) represented 14% of our sales. Oneida Nation supported and had a business
arrangement with one of our end-user customers in the computers and related products for business enterprises
industry. In the third quarter of 2010, the business arrangement between Oneida Nation and our end-user customer
ended. Subsequent to that date, sales of the goods by Benchmark that had previously been sold to Oneida Nation are
now sold directly to our end-user customer. In 2010, the combined total product sales to Oneida Nation and our
end-user customer represented 13% of our sales. However, no one customer represented 10% or more of our sales in
2010. In 2008, Sun Microsystems, Inc. represented 16% of our sales. The loss of a major customer, if not replaced,
would adversely affect us. Our future sales are dependent on the success of our customers, some of which operate in
businesses associated with rapid technological change and consequent product obsolescence. Developments adverse to
our major customers or their products, or the failure of a major customer to pay for components or services, could
have an adverse effect on us.

Suppliers

We maintain a network of suppliers of components and other materials used in our operations. We procure
components when a purchase order or forecast is received from a customer and occasionally utilize components or
other materials for which a supplier is the single source of supply. If any of these single source suppliers were to be
unable to provide these materials, a shortage of these components could temporarily interrupt our operations and
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lower our profits until such time as an alternate component could be identified and qualified for use. Although we
experience component shortages and longer lead times for various components from time to time, we have generally
been able to reduce the impact of the component shortages by working with customers to reschedule deliveries, by
working with suppliers to provide the needed components using just-in-time inventory programs, or by purchasing
components at somewhat higher prices from distributors rather than directly from manufacturers. In addition, by
developing long-term relationships with suppliers, we have been better able to minimize the effects of component
shortages compared to manufacturers without such relationships. The goal of these procedures is to reduce our
inventory risk.
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Backlog

We had sales backlog of approximately $1.5 billion at December 31, 2010, as compared to the 2009 year-end backlog
of $1.2 billion. Backlog consists of purchase orders received, including, in some instances, forecast requirements
released for production under customer contracts. Although we expect to fill substantially all of our year-end backlog
during 2011, we currently do not have long-term agreements with all of our customers and customer orders can be
canceled, changed or delayed by customers. The timely replacement of canceled, changed or delayed orders with
orders from new customers cannot be assured, nor can there be any assurance that any of our current customers will
continue to utilize our services. Because of these factors, our backlog is not a meaningful indicator of future financial
results.

Competition

The electronics manufacturing services we provide are available from many independent sources as well as from the
in-house manufacturing capabilities of current and potential customers. Our competitors include Celestica Inc.,
Flextronics International Ltd., Hon Hai Precision Industry Co., Ltd., Jabil Circuit, Inc., Plexus Corp and Sanmina-SCI
Corporation, who may be more established in the industry and have substantially greater financial, manufacturing or
marketing resources than we do. We believe that the principal competitive factors in our targeted markets are
engineering capabilities, product quality, flexibility, cost and timeliness in responding to design and schedule changes,
reliability in meeting product delivery schedules, pricing, technological sophistication and geographic location.

In addition, in recent years, original design manufacturers (ODMs) that provide design and manufacturing services to
OEMs have significantly increased their share of outsourced manufacturing services provided to OEMs in markets
such as notebook and desktop computers, personal computer motherboards, and consumer electronic products.
Competition from ODMs may increase if our business in these markets grows or if ODMs expand further into or
beyond these markets.

Governmental Regulation

Our operations, and the operations of businesses that we acquire, are subject to certain foreign, federal, state and local
regulatory requirements relating to security clearance, environmental, waste management, and health and safety
matters. We believe we operate in substantial compliance with all applicable requirements. However, material costs
and liabilities may arise from these requirements or from new, modified or more stringent requirements, which could
affect our earnings and competitive position. In addition, our past, current and future operations, and those of
businesses we acquire, may give rise to claims of exposure by employees or the public or to other claims or liabilities
relating to environmental, waste management or health and safety concerns.

We periodically generate and temporarily handle limited amounts of materials that are considered hazardous waste
under applicable law. We contract for the off-site disposal of these materials and have implemented a waste
management program to address related regulatory issues.

11
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Employees

As of December 31, 2010, we employed 9,990 people, of whom 7,477 were engaged in manufacturing and operations,
1,266 in materials control and procurement, 462 in design and development, 284 in marketing and sales, and 501 in
administration. None of our domestic employees are represented by a labor union. In certain international locations,
our employees are represented by labor unions and by works councils. Some European countries also often have
mandatory legal provisions regarding terms of employment, severance compensation and other conditions of
employment that are more restrictive than U.S. laws. We have never experienced a strike or similar work stoppage and
we believe that our employee relations are satisfactory.

Segments and International Operations

We have manufacturing facilities in the Americas, Asia and Europe regions to serve our customers. Benchmark is
operated and managed geographically and management evaluates performance and allocates resources on a
geographic basis. We currently operate outside the United States in Brazil, China, Ireland, Malaysia, Mexico, the
Netherlands, Romania, Singapore and Thailand. During 2010 and 2009, 48% and 47%, respectively, of our sales were
from our international operations. As a result of customer demand overseas, we expect foreign sales to increase. Our
foreign sales and operations are subject to risk of doing business abroad, including fluctuations in the value of
currency, export duties, import controls and trade barriers, including stoppages, longer payment cycles, burdens of
complying with a wide variety of foreign laws and, in certain parts of the world, political instability. While, to date,
these factors have not had a material adverse effect on our results of operations, there can be no assurances that there
will not be an adverse impact in the future. See Note 9 and Note 13 of Notes to Consolidated Financial Statements in
Item 8 of this report for segment and geographical information.

Available Information

Our internet address is http://www.bench.com. We make available free of charge through our internet website our
filings with the Securities and Exchange Commission (SEC), including our annual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Exchange Act as soon as reasonably practicable after electronically filing such material
with, or furnishing it to, the SEC. All reports we file with the SEC are also available free of charge via EDGAR
through the SEC’s website at http://www.sec.gov or to read and copy at the SEC Public Reference Room located at
100 F Street NE, Washington, DC 20549. Information can be obtained on the operation of the Public Reference Room
by calling the SEC at 1-800-SEC-0330.
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 Risk Factors

Continued adverse market conditions in the electronics industry could reduce our future sales and earnings per share.

The business environment in the electronics industry is challenging due to adverse worldwide economic conditions.
There has been an erosion of global consumer confidence amidst concerns over declining asset values, inflation,
volatility in energy costs, geopolitical issues, the availability and cost of credit, rising unemployment, and the stability
and solvency of financial institutions, financial markets, businesses, and sovereign nations. These concerns have
slowed global economic growth and have resulted in recessions in many countries, including in the United States,
Europe and certain countries in Asia. Even though we have seen signs of an overall economic recovery beginning to
take place and the National Bureau of Economic Research has recently declared that the U.S. recession ended in June
2009, these economic conditions have resulted, and may result in the future, in lower information technology spending
by businesses, which in turn affects demand for our customers’ products and thus adversely affects our sales.
Consequently, our past operating results, earnings and cash flows may not be indicative of our future operating results,
earnings and cash flows.

If these adverse economic conditions continue or worsen, in addition to our customers or potential customers reducing
or delaying orders, a number of other negative effects on our business could materialize, including the insolvency of
key suppliers, which could result in production delays, shorter payment terms from suppliers due to reduced
availability of credit default insurance in the market, the inability of customers to obtain credit, and the insolvency of
one or more customers. Any of these effects could impact our ability to effectively manage inventory levels and
collect receivables, increase our need for cash, and decrease our net revenue and profitability.

Shortages or price increases of components specified by our customers would delay shipments and adversely affect
our profitability.

Substantially all of our sales are derived from electronics manufacturing services in which we purchase components
specified by our customers. In the past, supply shortages have substantially curtailed production of all assemblies
using a particular component. In addition, industry-wide shortages of electronic components, particularly of memory
and logic devices, have occurred. If shortages of these components occur or if components received are defective, we
may be forced to delay shipments, which could have an adverse effect on our profit margins. Decreases in order
activity in the first half of 2009 for the major electronic component suppliers resulted in cutbacks of manufacturing
capacity. When demand started to recover in the third quarter of 2009, the supply base initiated actions to expand
manufacturing capacity. This resulted in the elongation of the lead time for certain components over the latter part of
2009 and throughout 2010. Because of the continued increase in demand for surface mount components, we anticipate
component shortages and longer lead times for certain components to occur from time to time. Also, we may bear the
risk of component price increases that occur between periodic repricings during the term of a customer contract.
Accordingly, certain component price increases could adversely affect our gross profit margins.

We are dependent on the success of our customers. When our customers experience a downturn in their business, we
may be similarly affected.

We are dependent on the continued growth, viability and financial stability of our customers. Our customers are
OEMs of:

• computers and related products for business enterprises;
• medical devices;

• industrial control equipment;
• testing and instrumentation products; and
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Often, these industries are subject to rapid technological change, vigorous competition, short product life cycles and
consequent product obsolescence. When our customers are adversely affected by these factors, we may be similarly
affected.

The loss of a major customer would adversely affect us.

Historically, a substantial percentage of our sales have been made to a small number of customers. The loss of a major
customer, if not replaced, would adversely affect us. Sales to our ten largest customers represented 47%, 52% and
58% of our sales in 2010, 2009 and 2008, respectively. In 2009, Oneida Nation represented 14% of our sales. Oneida
Nation supported and had a business arrangement with one of our end-user customers in the computers and related
products for business enterprises industry. In the third quarter of 2010, the business arrangement between Oneida
Nation and our end-user customer ended. Subsequent to that date, sales of the goods by Benchmark that had
previously been sold to Oneida Nation are now sold directly to our end-user customer. In 2010, the combined total
product sales to Oneida Nation and our end-user customer represented 13% of our sales. However, no one customer
represented 10% or more of our sales in 2010. In 2008, Sun Microsystems, Inc. represented 16% of our sales. Our
future sales are dependent on the success of our customers, some of which operate in businesses associated with rapid
technological change and consequent product obsolescence. Developments adverse to our major customers or their
products, or the failure of a major customer to pay for components or services, could have an adverse effect on us.

We expect to continue to depend on the sales to our largest customers and any material delay, cancellation or
reduction of orders from these customers or other significant customers would have a material adverse effect on our
results of operations. In addition, we generate significant accounts receivables in connection with providing
manufacturing services to our customers. If one or more of our customers were to become insolvent or otherwise
unable to pay for the manufacturing services provided by us, our operating results and financial condition would be
adversely affected.

Most of our customers do not commit to long-term production schedules, which makes it difficult for us to schedule
production and achieve maximum efficiency of our manufacturing capacity.

The volume and timing of sales to our customers may vary due to:

• variation in demand for our customers’ products;
• our customers’ attempts to manage their inventory;

• electronic design changes;
• changes in our customers’ manufacturing strategy; and
• acquisitions of or consolidations among customers.

Due in part to these factors, most of our customers do not commit to firm production schedules for more than one
quarter in advance. Our inability to forecast the level of customer orders with certainty makes it difficult to schedule
production and maximize utilization of manufacturing capacity. In the past, we have been required to increase staffing
and other expenses in order to meet the anticipated demand of our customers. Anticipated orders from many of our
customers have, in the past, failed to materialize or delivery schedules have been deferred as a result of changes in our
customers’ business needs, thereby adversely affecting our results of operations. On other occasions, our customers
have required rapid increases in production, which have placed an excessive burden on our resources. Such customer
order fluctuations and deferrals have had a material adverse effect on us in the past, and we may experience such
effects in the future. A business downturn resulting from any of these external factors could have a material adverse
effect on our operating income. See Management’s Discussion and Analysis of Financial Condition and Results of
Operations in Item 7 of this report.
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Our customers may cancel their orders, change production quantities, delay production or change their sourcing
strategy.

EMS providers must provide increasingly rapid product turnaround for their customers. We generally do not obtain
firm, long-term purchase commitments from our customers and we continue to experience reduced lead-times in
customer orders. Customers may cancel their orders, change production quantities, delay production or change their
sourcing strategy for a number of reasons. The degree of success or failure of our customers’ products in the market
affects our business. Cancellations, reductions, delays or changes in the sourcing strategy by a significant customer or
by a group of customers could negatively impact our operating income.

In addition, we make significant decisions, including determining the levels of business that we will seek and accept,
production schedules, component procurement commitments, personnel needs, capital expenditures and other resource
requirements, based on our estimate of customer requirements. The short-term nature of our customers’ commitments
and the possibility of rapid changes in demand for their products may impede our ability to accurately estimate the
future requirements of those customers.

On occasion, customers may require rapid increases in production, which can stress our resources and reduce
operating margins. In addition, because many of our costs and operating expenses are relatively fixed, a reduction in
customer demand can harm our gross profits and operating results. See Management’s Discussion and Analysis of
Financial Condition and Results of Operations in Item 7 of this report.

We may encounter significant delays or defaults in payments owed to us by customers for products we have
manufactured or components that are unique to particular customers.

We structure our agreements with customers to mitigate our risks related to obsolete or unsold inventory. However,
enforcement of these contracts may result in material expense and delay in payment for inventory. If any of our
significant customers become unable or unwilling to purchase such inventory, our business may be materially harmed.
See Management’s Discussion and Analysis of Financial Condition and Results of Operations in Item 7 of this report.

Our international operations may be subject to certain risks.

We currently operate outside the United States in Brazil, China, Ireland, Malaysia, Mexico, the Netherlands, Romania,
Singapore and Thailand. During 2010, 2009 and 2008, 48%, 47% and 48%, respectively, of our sales were from our
international operations. These international operations may be subject to a number of risks, including:

• difficulties in staffing and managing foreign operations;
• coordinating communications and logistics across geographic distances and multiple time zones;

• less flexible employee relationships which can be difficult and expensive to terminate;
•political and economic instability (including acts of terrorism and outbreaks of war), which could impact our ability
to ship and/or receive product;

• unexpected changes in regulatory requirements and laws;
• longer customer payment cycles and difficulty collecting accounts receivable;

• export duties, import controls and trade barriers (including quotas);
• governmental restrictions on the transfer of funds;
• risk of governmental expropriation of our property;

• burdens of complying with a wide variety of foreign laws and labor practices;
•fluctuations in currency exchange rates, which could affect component costs, local payroll, utility and other
expenses; and
• inability to utilize net operating losses incurred by our foreign operations to reduce our U.S. income taxes.
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In addition, several of the countries where we operate have emerging or developing economies, which may be subject
to greater currency volatility, negative growth, high inflation, limited availability of foreign exchange and other risks.
These factors may harm our results of operations, and any measures that we may implement to reduce the effect of
volatile currencies and other risks of our international operations may not be effective. In our experience, entry into
new international markets requires considerable management time as well as start-up expenses for market
development, hiring and establishing office facilities before any significant revenues are generated. As a result, initial
operations in a new market may operate at low margins or may be unprofitable.

Our operations in certain foreign locations receive favorable income tax treatment in the form of tax holidays or other
incentives. In the event that such tax holidays or other incentives are not extended or are repealed, or in the event that
we no longer qualify for such programs, our taxes may increase, which would reduce our net income.

Additionally, certain foreign jurisdictions restrict the amount of cash that can be transferred to the U.S or impose taxes
and penalties on such transfers of cash. To the extent we have excess cash in foreign locations that could be used in, or
is needed by, our operations in the United States, we may incur significant penalties and/or taxes to repatriate
these funds.

Another significant legal risk resulting from our international operations is compliance with the U.S. Foreign Corrupt
Practices Act (FCPA). In many foreign countries, particularly in those with developing economies, it may be a local
custom that businesses operating in such countries engage in business practices that are prohibited by the FCPA or
other U.S. laws and regulations. Although we have implemented policies and procedures designed to cause
compliance with the FCPA and similar laws, there can be no assurance that all of our employees, and agents, as well
as those companies to which we outsource certain of our business operations, will not take actions in violation of our
policies. Any such violation, even if prohibited by our policies, could have a material adverse effect on our business

We operate in a highly competitive industry; if we are not able to compete effectively in the EMS industry, our
business could be adversely affected.

We compete against many providers of electronics manufacturing services. Certain of our competitors have
substantially greater resources and more geographically diversified international operations than we do. Our
competitors include large independent manufacturers such as Celestica Inc., Flextronics International Ltd., Hon Hai
Precision Industry Co., Ltd., Jabil Circuit, Inc., Plexus Corp and Sanmina-SCI Corporation. In addition, we may in the
future encounter competition from other large electronic manufacturers that are selling, or may begin to sell,
electronics manufacturing services.

We also face competition from the manufacturing operations of our current and future customers, who are continually
evaluating the merits of manufacturing products internally against the advantages of outsourcing to EMS providers. In
addition, in recent years, ODMs that provide design and manufacturing services to OEMs, have significantly
increased their share of outsourced manufacturing services provided to OEMs in several markets, such as notebook
and desktop computers, personal computer motherboards, and consumer electronic products. Competition from ODMs
may increase if our business in these markets grows or if ODMs expand further into or beyond these markets.

During periods of recession in the electronics industry, our competitive advantages in the areas of quick turnaround
manufacturing and responsive customer service may be of reduced importance to electronics OEMs, who may become
more price sensitive. We may also be at a competitive disadvantage with respect to price when compared to
manufacturers with lower cost structures, particularly those with more offshore facilities located where labor and other
costs are lower.
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We experience intense competition, which can intensify further as more companies enter the markets in which we
operate, as existing competitors expand capacity and as the industry consolidates. The availability of excess
manufacturing capacity at many of our competitors creates intense pricing and competitive pressure on the EMS
industry as a whole and Benchmark in particular. To compete effectively, we must continue to provide technologically
advanced manufacturing services, maintain strict quality standards, respond flexibly and rapidly to customers’ design
and schedule changes and deliver products globally on a reliable basis at competitive prices. Our inability to do so
could have an adverse effect on us.

The integration of acquired operations may pose difficulties for us.

Our capabilities have continued to grow through acquisitions and we may pursue additional acquisitions over time.
These acquisitions involve risks, including:

• integration and management of the operations;
• retention of key personnel;

• integration of purchasing operations and information systems;
• retention of the customer base of acquired businesses;

• management of an increasingly larger and more geographically disparate business; and
• diversion of management’s attention from other ongoing business concerns.

Our profitability will suffer if we are unable to successfully integrate any acquisition and manage any future
acquisitions that we might pursue, or if we do not achieve sufficient revenue to offset the increased expenses
associated with these acquisitions.

We may experience fluctuations in quarterly results.

Our quarterly results may vary significantly depending on various factors, many of which are beyond our control.
These factors include:

• the volume of customer orders relative to our capacity;
• customer introduction and market acceptance of new products;

• changes in demand for customer products;
• pricing and other competitive pressures;

• the timing of our expenditures in anticipation of future orders;
• our effectiveness in managing manufacturing processes;

• changes in cost and availability of labor and components;
• changes in our product mix;

• changes in political and economic conditions; and
• local factors and events that may affect our production volume, such as local holidays.

Additionally, as is the case with many high technology companies, a significant portion of our shipments typically
occur in the last few weeks of a given quarter. Accordingly, sales shifts from quarter to quarter may not be readily
apparent until the end of a given quarter, and may have a significant effect on reported results.

Our investments in auction rate securities are subject to risks which may cause losses and affect the liquidity of these
investments.

As of December 31, 2010, we held $39.2 million (par value) of auction rate securities, classified as long-term
investments, whose underlying assets were in guaranteed student loans backed by a U. S. Government agency and
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municipal issue bonds. These investments are of a high credit quality with a majority having AAA type credit ratings
because of the government agency guarantee and other insurance. Auction rate securities are adjustable rate debt
instruments whose interest rates were intended to reset every 7 to 35 days through an auction process. Overall changes
in the global credit and capital markets led to failed auctions for these securities beginning in early 2008. These failed
auctions, in addition to overall global economic conditions, impacted the liquidity of these investments and resulted in
our continuing to hold these securities beyond their typical auction reset dates. The market for these types of securities
remains illiquid as of December 31, 2010. As a result, our ability to liquidate and fully recover the carrying value of
our adjustable rate securities in the near term may be limited or not exist. If the issuers of these adjustable rate
securities are unable to successfully close future auctions or their credit quality deteriorates, we may in the future be
required to record an impairment charge on these investments. We may be required to wait until market stability is
restored for these instruments or until the final maturity of the underlying notes (up to 40 years) to realize our
investments’ recorded value. As of December 31, 2010, we had $3.9 million of unrealized losses on these securities
that is recorded in other comprehensive loss. We estimated the fair value of each security using Level 3 inputs with
the assistance of an independent valuation firm. We have not to date incurred any payment defaults on any maturing
auction rate securities we hold.
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Start-up costs and inefficiencies related to new or transferred programs can adversely affect our operating results and
such costs may not be recoverable if such new programs or transferred programs are cancelled.

Start-up costs, the management of labor and equipment resources in connection with the establishment of new
programs and new customer relationships, and the need to estimate required resources in advance can adversely affect
our gross margins and operating results. These factors are particularly evident in the early stages of the life cycle of
new products and new programs or program transfers and in the opening of new facilities. These factors also affect
our ability to efficiently use labor and equipment. We are currently managing a number of new programs.
Consequently, our exposure to these factors has increased. In addition, if any of these new programs or new customer
relationships were terminated, our operating results could be harmed, particularly in the short term. We may not be
able to recoup these start-up costs or replace anticipated new program revenues.

We are exposed to general economic conditions, which could have a material adverse impact on our business,
operating results and financial condition.

Our business is cyclical and has experienced economic and industry downturns. If the economic conditions and
demand for our customers’ products deteriorate, we may experience a material adverse impact on our business,
operating results and financial condition.

In cases where the evidence suggests a customer may not be able to satisfy its obligation to us, we set up reserves in
an amount we determine appropriate for the perceived risk. There can be no assurance that our reserves will be
adequate to meet this risk. If the financial condition of our customers were to deteriorate, resulting in an impairment of
their ability to make payments, additional receivable and inventory reserves may be required.

We may be affected by consolidation in the electronics industry, which could create increased pricing and competitive
pressures on our business.

Consolidation in the electronics industry could result in an increase in excess manufacturing capacity as companies
seek to close plants or take other steps to increase efficiencies and realize synergies of mergers. The availability of
excess manufacturing capacity could create increased pricing and competitive pressures for the EMS industry as a
whole and our business in particular. In addition, consolidation could also result in an increasing number of very large
electronics companies offering products in multiple sectors of the electronics industry. The growth of these large
companies, with significant purchasing and marketing power, could also result in increased pricing and competitive
pressures for us. Accordingly, industry consolidation could harm our business.

We are subject to the risk of increased taxes.

We base our tax position upon the anticipated nature and conduct of our business and upon our understanding of the
tax laws of the various countries in which we have assets or conduct activities. Our tax position, however, is subject to
review and possible challenge by taxing authorities and to possible changes in law. We cannot determine in advance
the extent to which some jurisdictions may assess additional tax or interest and penalties on such additional taxes.
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Several countries in which we are located allow for tax holidays or provide other tax incentives to attract and retain
business. We have obtained holidays or other incentives where available. Our taxes could increase if certain tax
holidays or incentives are retracted, or if they are not renewed upon expiration, or tax rates applicable to us in such
jurisdictions are otherwise increased. In addition, further acquisitions may cause our effective tax rate to increase.

We are exposed to intangible asset risk; our goodwill may become further impaired.

We have recorded intangible assets, including goodwill, in connection with business acquisitions. We are required to
perform goodwill and intangible asset impairment tests at least on an annual basis and whenever events or
circumstances indicate that the carrying value may not be recoverable from estimated future cash flows. Our annual
goodwill impairment analysis in the fourth quarter of 2008 indicated there was an impairment of goodwill in two of
our reporting segments, the Americas and Europe, primarily due to a decline in our market capitalization and market
turmoil. Accordingly, we recorded a non-cash impairment charge in the fourth quarter of 2008 totaling $247.5 million.
A further significant and sustained decline in our market capitalization could result in material charges in future
periods that could be adverse to our operating results and financial position. As of December 31, 2010, we had $37.9
million in goodwill and $18.6 million of identifiable intangible assets. See Note 1(i) to the consolidated financial
statements in Item 8 of this report.

There are inherent uncertainties involved in estimates, judgments and assumptions used in the preparation of financial
statements in accordance with US GAAP. Any changes in estimates, judgments and assumptions could have a
material adverse effect on our financial position and results of operations.

The consolidated financial statements included in the periodic reports we file with the SEC are prepared in accordance
with accounting principles generally accepted in the United States (US GAAP). The preparation of financial
statements in accordance with US GAAP involves making estimates, judgments and assumptions that affect reported
amounts of assets (including intangible assets), liabilities and related reserves, revenues, expenses and income.
Estimates, judgments and assumptions are inherently subject to change in the future, and any such changes could
result in corresponding changes to the amounts of assets, liabilities, revenues, expenses and income. Any such
changes could have a material adverse effect on our financial position and results of operations.

We are involved in various legal proceedings.

In the past, we have been notified of claims relating to various matters including intellectual property rights,
contractual matters or other issues arising in the ordinary course of business. In the event of such a claim, we may be
required to spend a significant amount of money to defend or otherwise address the claim. Any litigation, even where
a claim is without merit, could result in substantial costs and diversion of resources. Accordingly, the resolution or
adjudication of such disputes, even those encountered in the ordinary course of business, could have a material
adverse effect on our business, consolidated financial conditions and results of operations. See Item 3 and Note 15 to
the consolidated financial statements in Item 8 of this report.

Our success will continue to depend to a significant extent on our key personnel.

We depend significantly on our executive officers and other key personnel, including, but not limited to, Cary T. Fu,
Donald F. Adam and Gayla J. Delly. The unexpected loss of the services of any one of these executive officers would
have an adverse effect on us.
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If we are unable to maintain our technological and manufacturing process expertise, our business could be adversely
affected.

The market for our manufacturing services is characterized by rapidly changing technology and continuing process
development. We are continually evaluating the advantages and feasibility of new manufacturing processes. We
believe that our future success will depend upon our ability to develop and provide manufacturing services which
meet our customers’ changing needs. This requires that we maintain technological leadership and successfully
anticipate or respond to technological changes in manufacturing processes on a cost-effective and timely basis. Our
failure to maintain our technological and manufacturing process expertise could have a material adverse effect on our
business.

Our stock price is volatile.

Our common shares have experienced significant price volatility, and such volatility may continue in the future. The
price of our common shares could fluctuate widely in response to a range of factors, including variations in our
reported financial results and changing conditions in the economy in general or in our industry in particular. In
addition, stock markets generally experience significant price and volume volatility from time to time which may
affect the market price of our common shares for reasons unrelated to our performance.

Provisions in our shareholder rights plan, our charter documents and state law may make it harder for others to obtain
control of our company even though some shareholders might consider such a development to be favorable.

Our shareholder rights plan, which was amended in May 2010, provisions of our amended and restated articles of
incorporation and the Texas Business Corporation Act may delay, inhibit or prevent someone from gaining control of
our company through a tender offer, business combination, proxy contest or some other method. These provisions
include:

• a “poison pill” shareholder rights plan;
• a statutory restriction on the ability of shareholders to take action by less than unanimous written consent; and

• a statutory restriction on business combinations with some types of interested shareholders.

Compliance or the failure to comply with governmental regulations could cause us significant expense.

We are subject to a variety of federal, state, local and foreign environmental laws and regulations relating to
environmental, waste management, and health and safety concerns, including the handling, storage, discharge and
disposal of hazardous materials used in or derived from our manufacturing processes. If we or companies we acquire
have failed or fail in the future to comply with such laws and regulations, then we could incur liabilities and fines and
our operations could be suspended. Such laws and regulations could also restrict our ability to modify or expand our
facilities, could require us to acquire costly equipment, or could impose other significant expenditures. In addition, our
operations may give rise to claims of property contamination or human exposure to hazardous chemicals or
conditions.

Our worldwide operations are subject to local laws and regulations. Over the last several years, we have become
subject to the RoHS directive and the Waste Electrical and Electronic Equipment Directive. These directives restrict
the distribution of products within the EU containing certain substances, including lead, and require a manufacturer or
importer to recycle products containing those substances. In addition, China has recently passed the Management
Methods for Controlling Pollution by Electronic Information Products, which will eventually prohibit the import of
products for use in China that contain substances similar to those banned by the RoHS directive.
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Both directives affect the worldwide electronics and electronics components industries as a whole. If we or our
customers fail to comply with such laws and regulations, we could incur liabilities and fines and our operations could
be suspended.

In addition, as global warming issues become more prevalent, the U.S. and foreign governments are beginning to
respond to these issues. This increasing governmental focus on global warming may result in new environmental
regulations that may negatively affect us, our suppliers and our customers. This could cause us to incur additional
direct costs in complying with any new environmental regulations, as well as increased indirect costs resulting from
our customers, suppliers or both incurring additional compliance costs that get passed on to us. These costs may
adversely impact our operations and financial condition.

Our business may be adversely impacted by geopolitical events.

As a global business, we operate and have customers located in many countries. Geopolitical events such as terrorist
acts may affect the overall economic environment and negatively impact the demand for our customers’ products or
our ability to ship or receive products. As a result, customer orders may be lower and our financial results may be
adversely affected.

Our business may be adversely impacted by natural disasters.

Some of our facilities, including our corporate headquarters, are located in areas which may be impacted by
hurricanes, earthquakes, water shortages, tsunamis, floods, typhoons, fires, extreme weather conditions and other
natural or manmade disasters. Our insurance coverage with respect to natural disasters is limited and is subject to
deductibles and coverage limits. Such coverage may not be adequate, or may not continue to be available at
commercially reasonable rates and terms.

We may be exposed to interest rate fluctuations.

We will have exposure to interest rate risk under our variable rate revolving credit facilities to the extent we incur
indebtedness under such facilities. These facilities’ interest rates are based on the spread over the bank’s LIBOR rate or
its prime rate. We are also exposed to interest rate risk on our invested cash balances.

Changes in financial accounting standards or policies have affected, and in the future may affect, our reported
financial condition or results of operations. Additionally, changes in securities laws and regulations have increased,
and are likely to continue to increase, our operating costs.

We prepare our financial statements in conformity with US GAAP. These principles are subject to interpretation by
the Financial Accounting Standards Board (FASB), the American Institute of Certified Public Accountants (AICPA),
the SEC and various bodies formed to interpret and create appropriate accounting policies. A change in those policies
can have a significant effect on our reported results and may affect our reporting of transactions which are completed
before a change is announced. Changes to those rules or the questioning of how we interpret or implement those rules
may have a material adverse effect on our reported financial results or on the way we conduct business. For example,
although not yet currently required, we could be required to adopt International Financial Reporting Standards (IFRS)
which is different than US GAAP.

In addition, in connection with our Section 404 certification process, we may identify from time to time deficiencies
in our internal controls. Any material weakness or deficiency in our internal controls over financial reporting could
materially and negatively impact our reported financial results and the market price of our stock could significantly
decline. Additionally, adverse publicity related to the disclosure of a material weakness or deficiency in internal
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Energy price increases may negatively impact our results of operations.

Certain of the components that we use in our manufacturing activities are petroleum-based. In addition, we, along
with our suppliers and customers, rely on various energy sources (including oil) in our transportation activities. While
significant uncertainty currently exists about the future levels of energy prices, a significant increase is possible.
Increased energy prices could cause an increase to our raw material costs and transportation costs. In addition,
increased transportation costs of certain of our suppliers and customers could be passed along to us. We may not be
able to increase our product prices enough to offset these increased costs. In addition, any increase in our product
prices may reduce our future customer orders and profitability.

Introducing programs requiring implementation of new competencies, including new process technology within our
mechanical operations, could affect our operations and financial results.

The introduction of programs requiring implementation of new competencies, including new process technology
within our mechanical operations, presents challenges in addition to opportunities. Deployment of such programs may
require us to invest significant resources and capital in facilities, equipment and/or personnel. We may not meet our
customers’ expectations or otherwise execute properly or in a cost-efficient manner, which could damage our customer
relationships and result in remedial costs or the loss of our invested capital and anticipated revenues and profits. In
addition, there are risks of market acceptance and product performance that could result in less demand than
anticipated and our having excess capacity. The failure to ensure that our agreed terms appropriately reflect the
anticipated costs, risks, and rewards of such an opportunity could adversely affect our profitability. If we do not meet
one or more of these challenges, our operations and financial results could be adversely affected.

If our manufacturing processes and services do not comply with applicable statutory and regulatory requirements, or if
we manufacture products containing design or manufacturing defects, demand for our services may decline and we
may be subject to liability claims.

We manufacture and design products to our customers’ specifications, and, in some cases, our manufacturing processes
and facilities may need to comply with applicable statutory and regulatory requirements. For example, medical
devices that we manufacture or design, as well as the facilities and manufacturing processes that we use to produce
them, are regulated by the U.S. Food and Drug Administration and non-U.S. counterparts of this agency. Similarly,
items we manufacture for customers in the defense and aerospace industries, as well as the processes we use to
produce them, are regulated by the Department of Defense and the Federal Aviation Authority. In addition, our
customers’ products and the manufacturing processes that we use to produce them often are highly complex. As a
result, products that we manufacture may at times contain manufacturing or design defects, and our manufacturing
processes may be subject to errors or not be in compliance with applicable statutory and regulatory requirements.
Defects in the products we manufacture or design, whether caused by a design, manufacturing or component failure or
error, or deficiencies in our manufacturing processes, may result in delayed shipments to customers or reduced or
cancelled customer orders. If these defects or deficiencies are significant, our business reputation may also be
damaged. The failure of the products that we manufacture or our manufacturing processes and facilities to comply
with applicable statutory and regulatory requirements may subject us to legal fines or penalties and, in some cases,
require us to shut down or incur considerable expense to correct a manufacturing process or facility. In addition, these
defects may result in liability claims against us or expose us to liability to pay for the recall of a product. The
magnitude of such claims may increase as we expand our medical and aerospace and defense manufacturing services,
as defects in medical devices and aerospace and defense systems could seriously harm or kill users of these products
and others. Even if our customers are responsible for the defects, they may not, or may not have resources to, assume
responsibility for any costs or liabilities arising from these defects, which could expose us to additional liability
claims.

Edgar Filing: BENCHMARK ELECTRONICS INC - Form 10-K

33



22

Edgar Filing: BENCHMARK ELECTRONICS INC - Form 10-K

34



Customer relationships with emerging companies may present more risks than with established companies.

Customer relationships with emerging companies present special risks because such companies do not have an
extensive product history. As a result, there is less demonstration of market acceptance of their products making it
harder for us to anticipate needs and requirements than with established customers. In addition, due to the current
economic environment, additional funding for such companies may be more difficult to obtain and these customer
relationships may not continue or materialize to the extent we planned or we previously experienced. This tightening
of financing for start-up customers, together with many start-up customers’ lack of prior operations and unproven
product markets increase our credit risk, especially in trade accounts receivable and inventories. Although we perform
ongoing credit evaluations of our customers and adjust our allowance for doubtful accounts receivable for all
customers, including start-up customers, based on the information available, these allowances may not be adequate.
This risk may exist for any new emerging company customers in the future.

We are subject to breach of our security systems.

We have implemented security systems with the intent of maintaining the physical security of our facilities and
protecting our customers’ and our suppliers’ confidential information. Despite such efforts, we are subject to breach of
security systems which may result in unauthorized access to our facilities and/or the information we are trying to
protect. If unauthorized parties gain physical access to one of our facilities or electronic access to our information
systems or such information is misdirected, lost or stolen during transmission or transport, any theft or misuse of such
information could result in, among other things, unfavorable publicity, governmental inquiry and oversight, difficulty
in marketing our services, allegations by our customers that we have not performed our contractual obligations,
litigation by affected parties and possible financial obligations for damages related to the theft or misuse of such
information, any of which could have a material adverse effect on our profitability and cash flow.

Item 1B.  Unresolved Staff Comments

None
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Item 2.  Properties

Our customers market numerous products throughout the world and therefore need to access manufacturing services
on a global basis. To enhance our EMS offerings, we seek to locate our facilities either near our customers and our
customers’ end markets in major centers for the electronics industry or, where appropriate, in lower cost locations.
Many of our plants located near customers and their end markets are focused primarily on final system assembly and
test, while plants located in lower cost areas are engaged primarily in less complex component and subsystem
manufacturing and assembly.

The following chart summarizes our principal manufacturing facilities owned or leased by Benchmark and its
subsidiaries:

Location Sq. Ft. Ownership

Almelo, the Netherlands 132,000 Leased
Angleton, Texas 110,000
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