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PART I
ITEM 1. BUSINESS

Except for historical information contained herein, the matters discussed
in this annual report on Form 10-K are forward-looking statements within the
meaning of Section 21E of the Securities Exchange Act of 1934 and Section 27A of
the Securities Act of 1933. The words "will," "may," "designed to," "outlook,"
"believes," "should," "anticipates," "plans," "expects," "intends," "estimates"
and similar expressions identify forward-looking statements, which speak only as
of the date of this annual report. These forward-looking statements are
contained principally under Item 1, "Business," and Item 7, "Management's
Discussion and Analysis of Financial Condition and Results of Operations."
Because these forward-looking statements are subject to certain risks and
uncertainties, actual results could differ materially from the expectations
expressed in the forward-looking statements. Important factors that could cause
actual results to differ materially from the expectations reflected in the
forward-looking statements include those described in this section under "Risk
Factors." We undertake no obligation to update or revise these forward-looking
statements to reflect subsequent events or circumstances.

OVERVIEW

Flextronics International Ltd. ("Flextronics") was incorporated in the
Republic of Singapore in May 1990. We are a leading provider of electronics
manufacturing services to original equipment manufacturers ("OEMs"), primarily
in the telecommunications, networking, consumer electronics and computer
industries. We provide a network of design, engineering and manufacturing
operations in 27 countries across four continents. Our strategy is to provide
customers with end-to-end solutions where we take responsibility for
engineering, new product introduction and implementation, manufacturing, supply
chain management and logistics management, with the goal of delivering a
complete packaged product.

Our manufacturing services include the fabrication and assembly of plastic
and metal enclosures, printed circuit boards or PCBs, backplanes and the
assembly of complete systems and products. In addition, through our photonics
division, we manufacture and assemble photonics components and integrate them
into PCB assemblies and other systems. Throughout the production process, we
offer design and technology services; logistics services, such as materials
procurement, inventory management, vendor management, packaging and
distribution; and automation of key components of the supply chain through
advanced information technologies. In addition, we have added other after-market
services such as network installation.

Through a combination of internal growth and acquisitions, we have become
one of the world's largest electronics manufacturing services ("EMS") providers,
with revenues of $12.1 billion in fiscal 2001. In addition, we have increased
our manufacturing square footage from 1.5 million square feet on April 1, 1998
to over 16.0 million square feet on March 31, 2001. We offer a complete and
flexible manufacturing solution that provides accelerated time-to-market and
time-to-volume production, reduced production costs and advanced engineering and
design capabilities. By working closely with and being highly responsive to
customers throughout the design, manufacturing and distribution process, we
believe that we can be an integral part of their operations. We believe that our
size, global presence, broad service offerings and expertise enable us to win
large programs from leading multinational OEMs for the manufacture of electronic
products.
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Our customers include industry leaders such as Alcatel, Cabletron Systems,
Cisco Systems, Inc., Ericsson Telecom AB ("Ericsson"), Hewlett-Packard Company,
Microsoft Corporation, Motorola, Inc. ("Motorola"), Nokia Corporation, Palm,
Inc., Philips Electronics and Siemens AG. Due to our focus on high growth
technology sectors, our prospects are influenced by such major trends as the
upgrade of the communications and Internet infrastructure, the proliferation of
wireless and optical devices, increasing product miniaturization and other
trends in electronics technologies. In addition, our growth is affected by the
pace at which leading OEMs are continuing to adopt outsourcing as a core
business strategy.

We have established an extensive network of manufacturing facilities in the
world's major electronics markets, the Americas, Asia and Europe, in order to
serve the increased outsourcing needs of both multinational and regional OEMs.
Moreover, we strategically locate facilities near our customers and their end
markets. In fiscal 2001, production in the Americas, Asia and Europe,
represented 42%, 21% and 37% of our net sales, respectively. We have also
established fully integrated, high volume industrial parks in low-cost regions
near our customers' end markets. These industrial parks provide total supply
chain management by co-locating our manufacturing and distribution operations
with our suppliers at a single location. This approach to production and
distribution is designed to benefit our customers by reducing logistical
barriers and costs, increasing flexibility, lowering transportation costs and
reducing turnaround times. Our industrial parks are located in Brazil, China,
Hungary, Mexico and Poland. In addition to our industrial parks, we have
established product introduction centers which provide engineering expertise in
developing new products and preparing them for high volume manufacturing.

INDUSTRY OVERVIEW

With electronic products growing in technical complexity and experiencing
shorter product lifecycles in response to customer requirements, the demand for
advanced manufacturing capabilities and related services has grown rapidly. Many
OEMs 1in the electronics industry are increasingly utilizing EMS providers in
their business and manufacturing strategies. Outsourcing allows OEMs to take
advantage of the manufacturing expertise and capital investments of EMS
providers, thereby enabling OEMs to concentrate on their core competencies, such
as product development, marketing and sales. We believe that by developing
strategic relationships with EMS providers, OEMs can enhance their competitive
position by:

- reducing production costs;

— accelerating time-to-market and time-to-volume production;

- accessing advanced manufacturing, design and engineering capabilities;

— reducing capital investment requirements and fixed overhead costs;

— improving inventory management and purchasing power; and

- accessing worldwide manufacturing capabilities.

We believe that the market for electronics manufacturing services will
continue to grow, driven largely by OEMs' need for increasing flexibility to

respond to rapidly changing markets, technologies and accelerating product life
cycles, in addition to advanced manufacturing and engineering capabilities as a
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result of increased complexity and reduced size of electronic products.
STRATEGY

Our objective is to provide customers with the ability to outsource, on a
global basis, a complete product. We intend to achieve this objective by taking
responsibility for the engineering, assembly, integration, test, supply chain
management and logistics management to accelerate their time-to-market and
time-to-volume. To achieve this objective, we will continue to implement the
following strategies:

Enhance Our Customers' Product Development and Manufacturing Strategy. We
believe we can become an integral part of our customers' operations by working
closely with them throughout the design, manufacturing and distribution process,
and by offering flexible, highly responsive services. We believe our customer
relationships are strengthened through a management approach which fosters rapid
decision-making and a customer service orientation that responds quickly to
frequently changing customer design specifications and production requirements.
Our approach allows our customers to focus on their core competencies and thus
enables them to accelerate their time-to-market and time-to-volume production.

Leverage Our Global Presence. We have established an extensive network of
design and manufacturing facilities in the world's major electronics markets,
the Americas, Asia and Europe, to serve the increased outsourcing needs of both
multinational and regional OEMs. Our global network of manufacturing facilities
in 27 countries gives us the flexibility to transition customer projects to any
of our locations. This flexibility allows design, prototyping and initial
production to be located near the customer's own research and development
centers, so that manufacturing can then be moved to locations closer to their
end markets, or transitioned to low-cost regional manufacturing facilities or
industrial parks as volumes increase over the product life-cycle.

Expand Our Industrial Parks Strategy. Our industrial parks are
self-contained facilities that co-locate our manufacturing and distribution
operations with our suppliers in low-cost regions near our customers' end
markets. Our industrial parks provide a total supply chain management. This
approach to production and distribution benefits our customers by reducing
logistical barriers and costs, improving communications, increasing flexibility,
lowering transportation costs and reducing turnaround times. We have
strategically established large industrial parks in Brazil, China, Hungary,
Mexico and Poland.

Offer Comprehensive Solutions. We offer a comprehensive range of
engineering, assembly, integration, test, supply chain management and logistics
management services to our customers that simplify the global product
development process and provide them meaningful cost savings. Our capabilities
help our customers improve product quality and performance, reduce costs and
accelerate time-to-market.

Streamline Business Processes Through Information Technologies. We utilize
new information technologies to streamline business processes for our customers.
For example, we use innovative Internet supply chain solutions to improve order
placement, tracking and fulfillment. We are also able to provide our customers
with online access to product design and manufacturing process information.
Integrating our information systems with those of our customers allows us to
assist our customers in improving their communications and relationships across
their supply chain.
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Pursue Strategic Opportunities. We have actively pursued acquisitions and
purchases of manufacturing facilities to expand our worldwide operations,
broaden our service offering, diversify and strengthen our customer
relationships and enhance our management depth. We will continue to review
opportunities and are currently in preliminary discussions to acquire
manufacturing operations and enter into business combinations. We cannot assure
the terms of, or that we will complete, such transactions. We will continue to
selectively pursue strategic transactions that we believe will further our
business objectives.

We cannot assure that our strategies can be successfully implemented, or
will reduce the risks associated with our business.

EXPANSION

We have actively pursued mergers and other business acquisitions to expand
our global reach, manufacturing capacity and service offerings, in addition to
diversifying and strengthening customer relationships. These acquisitions have
enabled us to provide more integrated outsourcing technology solutions with
time-to-market and lower cost advantages. Acquisitions have also played an
important part in expanding our presence in the global electronics marketplace.
We have completed several significant business combinations since the end of
fiscal 2000. In fiscal 2001, we acquired all the outstanding shares of The DII
Group, Inc. ("DII"), Palo Alto Products International Pte. Ltd. ("Palo Alto
Products International"), Chatham Technologies, Inc. ("Chatham"), Lightning
Metal Specialties and related entities ("Lightning") and JIT Holdings Ltd.
("JIT"). Each of these acquisitions were accounted for as pooling of interests.
Additionally, we have completed other immaterial pooling of interests
transactions in fiscal 2001. We have also made a number of business acquisitions
which were accounted for using the purchase method. In addition, we have
purchased a number of manufacturing facilities and related assets from customers
and simultaneously entered into manufacturing agreements to provide electronics
design, assembly and test services to these customers. In fiscal 2001, we
purchased a facility in Italy from Siemens Mobile, a facility in Switzerland
from Ascom, a facility in Denmark from Bosch Telecom GmbH and a facility in
Sweden from Ericsson Radio AB. In the first quarter of fiscal 2002, we commenced
management of the operations of Ericsson's mobile telephone operations using
facilities owned by Ericsson in Brazil, Great Britain, Malaysia and Sweden, as
well as our own facilities. In connection with this relationship, we purchased
certain equipment, inventory and other assets, and assumed certain accrued
expenses, from Ericsson at their net book value of approximately $450.0 million.
Additionally, in the first quarter of fiscal 2002, we announced our intentions
to purchase a manufacturing facility and related assets from Alcatel located in
Laval, France.

By enhancing our capability to provide a wide range of related electronics
design and manufacturing services to a global market that is increasingly
dependent on outsourcing providers, these acquisitions have enabled us to
enhance our competitive position as a leading provider of comprehensive
outsourcing technology solutions. For more information on our acquisitions,
please see Item 7, " Management's Discussion and Analysis of Financial Condition
and Results of Operations--Acquisitions."

CUSTOMERS

Our customers consist of a select group of OEMs primarily in the
telecommunications, networking, consumer electronics and computer industries.
Within these industries, our strategy is to establish relationships with leading
companies that seek to outsource significant production volumes of complex
products. We have focused on building long-term relationships with these
customers and expanding our relationship to include additional product lines and
services. We have increasingly focused on sales to larger companies and to



Edgar Filing: FLEXTRONICS INTERNATIONAL LTD - Form 10-K/A

customers in the telecommunications, networking, consumer electronics and
computer industries. In fiscal 2001, our ten largest customers accounted for
approximately 59% of our net sales. No customer accounted for more than 10% of
net sales in fiscal 2001.

The following table lists in alphabetical order a representative sample of
our largest customers in fiscal 2001 and the products of those customers for
which we provide manufacturing services:

CUSTOMER END PRODUCTS

Alcatel Cellular phones, accessories and telecommunications infrastructur

Cabletron Systems Data communications products

Cisco Systems, Inc. Data communications products

Ericsson Telecom AB Cellular phones, business telecommunications systems and GSM
infrastructure

5

Hewlett-Packard Company Inkjet printers and storage devices

Motorola, Inc. Cellular phones, set-top boxes and telecommunications infrastruct

Nokia Corporation Cellular phone accessories, cellular phones, office phones and
telecommunications infrastructure

Palm, Inc. Pilot electronic organizers

Philips Electronics Consumer electronics products

Siemens AG Cellular phones and telecommunications infrastructure

On May 30, 2000, we entered into a strategic alliance for product
manufacturing with Motorola. In connection with this strategic alliance,
Motorola paid $100.0 million for an equity instrument that provided it with
incentives to purchase products and services from us by entitling it to acquire
22,000,000 of our ordinary shares at any time through December 31, 2005 upon
meeting targeted purchase levels of up to $32.0 billion or making additional
payments to us. In June 2001, we entered into an agreement with Motorola under
which we repurchased this equity instrument for $112.0 million. No current or
planned manufacturing programs are affected by this repurchase and we anticipate
that Motorola will continue to be a customer following the repurchase, although
our future revenue from Motorola may be less than it would have been had this
instrument remained in effect.

In April 2001, we entered into a definitive agreement with Ericsson with
respect to our management of the operations of Ericsson's mobile telephone
operations. Operations under this arrangement commenced in the first quarter of
fiscal 2002. Under this agreement, we are to provide a substantial portion of
Ericsson's mobile phone requirements. We assumed responsibility for product
assembly, new product prototyping, supply chain management and logistics
management, in which we process customer orders from Ericsson and configure and
ship products to Ericsson's customers. We expect to also provide PCBs and
plastics, primarily from our Asian operations.

SALES AND MARKETING

We achieve worldwide sales coverage through a direct sales force, which
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focuses on generating new accounts, and through program managers, who are
responsible for managing relationships with existing customers and making
follow-on sales. Our Asian sales offices are located in Hong Kong and Singapore.
In North America, we maintain sales offices in California, Florida,
Massachusetts and Texas. In Europe, we maintain sales offices in England,
France, Germany, the Netherlands and Sweden. In addition to our sales force, our
executive staff plays an integral role in our sales efforts.

SERVICES

We offer a broad range of integrated services, providing customers with a
total design and manufacturing solution that takes a product from its initial
design through volume production, test, distribution and into post-sales service
and support. Our manufacturing services include the assembly of complex printed

circuit boards, or PCBs, and complete systems and products ("Flextronics Systems
Assembly"), fabrication and assembly of plastic and metal enclosures
("Flextronics Enclosures"), and fabrication of PCBs ("Multek") and backplanes.

In addition, Flextronics Systems Assembly manufactures and assembles photonics
components and integrates them into PCB assemblies and other systems. Throughout
the production process, we offer design and technology services ("Flextronics
Design Services"); logistics services ("Flextronics Logistics"), such as
materials procurement, inventory management, vendor management, packaging and
distribution; and automation of key components of the supply chain through
advanced information technologies. In addition, we have added other after-market
services such as network installation ("Flextronics Network Services").

We operate and are managed internally by four geographic business segments,
including Asia, the Americas, Western Europe and Central Europe. For additional
information on these geographic business segments, please see Note 12, "Segment
Reporting," of the Notes to Consolidated Financial Statements in Item 8,
"Financial Statements and Supplementary Data."

Our integrated services include the following:

Flextronics Systems Assembly. Our assembly and manufacturing operations,
which reflect the majority of our revenues, include PCB assembly, assembly of
systems, and subsystems that incorporate PCBs and complex electromechanical
components. A substantial portion of our net sales is derived from the
manufacture and assembly of complete products. We employ just—-in-time,
ship-to-stock and ship-to-line programs, continuous flow manufacturing, demand
flow processes and statistical process controls. 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 and expertise in innovative
miniaturization, packaging and interconnect technologies, such as chip scale
packaging, chip-on-board and ball grid array, enable us to offer a variety of
advanced manufacturing

solutions. In addition, we have recently developed significant expertise in the
manufacture of wireless communications products employing radio frequency
technology.

We offer computer-aided testing of assembled PCBs, systems and subsystems,
which contributes significantly to our ability to deliver high-quality products
on a consistent basis. Our test capabilities include management defect analysis,
in-circuit tests and functional tests. In addition, we also provide
environmental stress tests of board or system assemblies.
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We provide materials procurement, information technology solutions and
logistics. Materials procurement and management consist of the planning,
purchasing, expediting and warehousing of components and materials used in the
manufacturing process. Our inventory management expertise and volume procurement
capabilities contribute to cost reductions and reduce total cycle time. Our
industrial parks include providers of many of the custom components that we use
to reduce material and transportation costs, simplify logistics and facilitate
inventory management. We also use sophisticated automated manufacturing
resources planning systems and enhanced electronic data interchange capabilities
to ensure inventory control and optimization. Through our manufacturing
resources planning system, we have real-time visibility on material availability
and real-time tracking of work in process. We also utilize electronic data
interchange with our customers and suppliers to implement a variety of supply
chain management programs. Electronic data interchange allows customers to share
demand and product forecasts and deliver purchase orders while also assisting
suppliers with just-in-time delivery and supplier-managed inventory.

We also offer our customers flexible, just-in-time delivery programs
allowing product shipments to be closely coordinated with customers' inventory
requirements. Increasingly, we ship products directly into customers'
distribution channels or directly to the end-user. We believe that this service
can provide our customers with a more comprehensive solution and enable them to
be more responsive to market demands.

We also provide design, industrialization, supply chain management and
manufacturing services for the optical component and optical networking
industries. We offer a broad range of photonic packaging design and
industrialization services to assist in bringing products from schematics to
shipment while meeting our customers time-to-market objectives. As the world's
largest non-captive photonic component manufacturer, we offer leading edge
process development and volume manufacturing of active and passive photonic
devices

Multek. Multek provides PCB and backplane fabrication services. PCBs and
backplanes are platforms which provide interconnection for integrated circuits
and other electronic components. Backplanes also provide interconnection for
other printed circuit boards. Semiconductor designs are currently so complex
that they often require printed circuit boards with many layers of narrow,
densely spaced wiring. We manufacture high density, complex multilayer printed
circuit boards and backplanes on a low-volume, quick-turn basis, as well as on a
high-volume production basis. Our quick-turn prototype service allows us to
provide small test quantities to customers' product development groups in as
short as 24 hours. Our range of services enables us to respond to our customers'
demands for an accelerated transition from prototype to volume production. We
have PCB and backplane fabrication service capabilities on four major continents
(North America, South America, Europe and Asia).

The manufacture of complex multilayer interconnect products often requires
the use of sophisticated circuit interconnections between layers, referred to as
vias, and adherence to strict electrical characteristics to maintain consistent
circuit transmission speeds. Our production of microvias, by laser ablation and
our surface laminar circuit technology, a photo generated microvia capability,
provides our customers with proven high volume production capacity in both of
the major high density interconnect process solutions.

Flextronics Enclosures. We offer a comprehensive set of custom electronic
enclosures and related products and services worldwide. Our services include
design, manufacturing and integration of electronics packaging systems from
custom enclosure systems, power and thermal subsystems to interconnect
subsystems, cabling and cases. In addition to the typical sheet metal and
plastic fabrication, we assist in the design of electronic packaging systems
that protect sensitive electronics and enhance functionality. Our enclosure
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design services focus on functionality, manufacturability and testing. These

services are integrated with our other services to provide our customers with
greater responsiveness, improved logistics and overall improved supply chain

management .

Flextronics Design Services. We offer a comprehensive spectrum of
value-added design services for products we manufacture for our customers from
product design services (hardware, software, mechanical and test) to
semiconductor design. Products designed by this group range from commercial and
military applications, including radio frequency analog, high-speed digital,
multi-chip module and flex circuits to high volume consumer products and small
quantity prototypes. We work with our customers to develop product-specific test
strategies and can custom design test equipment and software ourselves or use
test equipment and software provided by our customers. Additionally, a
significant competitive differentiator we possess is our semiconductor design
group. We provide application specific integrated circuit ("ASIC") design
services to our OEM customers, which include:

— Conversion services from field programmable gate arrays to ASICs. These
services focus on designs that utilize primarily digital signals, with
only a small amount of analog signals.

— Design services for mixed-signal ASICs. These services focus on designs
that utilize primarily analog signals, with only a small amount of
digital signals.

— Silicon integration design services. These services utilize silicon
design modules that are used to accelerate complex ASIC designs,
including system-on-a-chip.

Our semiconductor design group utilizes external foundry suppliers for its
customers' silicon manufacturing requirements, thereby using a "fabless"
manufacturing approach. This enables us to take advantage of the suppliers' high
volume economies of scale and access to advanced process technology.

We believe that our semiconductor design expertise provides us with a
competitive advantage by enabling us to offer our customers reduced costs
through the consolidation of components onto silicon chips. Additionally, by
integrating the combined capabilities of design, engineering and semiconductor
services, we can compress the time from product concept to market introduction
and minimize product development costs.

To assist customers with initial design, we provide computer-aided
engineering and computer-aided design, engineering for manufacturability,
printed circuit board layout and test development. At our product introduction
centers, we employ hundreds of advanced engineers to provide the engineering
expertise in developing new products and preparing them for high volume
manufacturing. These centers coordinate and integrate our worldwide design,
prototype, test development practices and, in some locations, provide dedicated
production lines for prototypes.

Flextronics Network Services. We offer network installation services to
OEMs in the data and telecommunications industries. Our services include project
planning, documentation, engineering, production, installation and commissioning
of equipment. We have expertise in the installation of public and mobile
telecommunications systems, exchanges, corporate networks and peripheral
equipment.

10
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Flextronics Logistics. We provide global logistics services and turnkey
supply chain solutions for our customers. Our worldwide logistics services
include freight forwarding, warehousing/inventory management and
outbound/e-commerce solutions through our global supply chain network. We
leverage new technologies such as XML links to factories, extranet-based
management, vendor managed inventory and build-to-order programs, to
simultaneously connect suppliers, manufacturing operations and OEM customers. By
joining these logistics solutions with worldwide manufacturing operations and
total supply chain management, we can significantly reduce market costs and can
create tightly integrated processes and facilities worldwide. Moreover, the
combination of these capabilities allows us to react quickly to demand signals
from our customers worldwide, creating innovative links to suppliers while
serving the world market.

BACKLOG

Although we obtain firm purchase orders from our customers, OEM customers
typically do not make firm orders for delivery of products more than 30 to 90
days in advance. We do not believe that the backlog of expected product sales
covered by firm purchase orders is a meaningful measure of future sales since
orders may be rescheduled or canceled.

COMPETITION

The EMS industry is extremely competitive and includes hundreds of
companies, several of whom have achieved substantial market share. We compete
with different companies, depending on the type of service or geographic area.
We compete against numerous domestic and foreign EMS providers, and current and
prospective customers also evaluate our capabilities against the merits of
internal production. According to IDC, approximately 50% of the EMS industry's

revenues in 2000 were generated by the top six EMS companies - us, Celestica,
Inc., Jabil Circuit, Inc., Sanmina Corporation, SCI Systems, Inc. (which
recently agreed to be acquired by Sanmina), and Solectron Corporation. Based on

2000 revenue, we were the second largest of these companies and Solectron was
the largest. In addition, in recent years the EMS industry has attracted a
significant number of new entrants, including large OEMs with excess
manufacturing capacity, and many existing participants, including us, have
significantly increased their manufacturing capacity by expanding their
facilities and adding new facilities. In the event of a decrease in overall
demand for electronics manufacturing services, this increased

capacity could result in substantial pricing pressures which could harm our
operating results. Some of our competitors, may have greater manufacturing,
financial or other resources than us. As competitors increase the scale of their
operations, they may increase their ability to realize economies of scale, to
reduce their prices and to more effectively meet the needs of large OEMs. We
believe that the principal competitive factors in the segments of the EMS
industry in which we operate are cost, technological capabilities,
responsiveness and flexibility, delivery cycles, location of facilities, product
quality and range of services available. Failure to satisfy any of the foregoing
requirements could seriously harm our business.

ENVIRONMENTAL REGULATION

Our operations are subject to certain federal, state and local regulatory
requirements relating to the use, storage, discharge and disposal of hazardous

11
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chemicals used during their manufacturing processes. We believe that our
operations are currently in compliance in all material respects with applicable
regulations and do not believe that costs of compliance with these laws and
regulations will have a material effect upon our capital expenditures, operating
results or competitive position. Currently we have no commitments with
environmental authorities regarding any compliance related matters.

As of March 31, 2001, we had accrued a total of approximately $2.2 million
for probable and reasonably estimatable environmental liabilities. We do not
believe that any of our potential or possible liabilities for environmental
matters are material. We determine the amount of our accruals for environmental
matters by analyzing and estimating the range of possible costs in light of
information currently available. The imposition of more stringent standards or
requirements under environmental laws or regulations, the results of future
testing and analysis undertaken by us at our operating facilities, or a
determination that we are potentially responsible for the release of hazardous
substances at other sites could result in expenditures in excess of amounts
currently estimated to be required for such matters. No assurance can be given
that actual costs will not exceed amounts accrued or that costs will not be
incurred with respect to sites as to which no problem is currently known.
Further, there can be no assurance that additional environmental matters will
not arise in the future.

EMPLOYEES

As of March 31, 2001, our global workforce totaled approximately 75,000
employees. We have never experienced a work stoppage or strike and we believe
that our employee relations are good.

Our success depends to a large extent upon the continued services of key
managerial and technical employees. The loss of such personnel could seriously
harm our business, results of operations, prospects and debt service ability. To
date, we have not experienced significant difficulties in attracting or
retaining such personnel. Although we are not aware that any of our key
personnel currently intend to terminate their employment, we cannot assure you
of their future services.

RISK FACTORS

IF WE DO NOT MANAGE EFFECTIVELY THE EXPANSION OF OUR OPERATIONS, OUR BUSINESS
MAY BE HARMED.

We have grown rapidly in recent periods. Our workforce has more than
doubled in size over the last year as a result of internal growth and
acquisitions. This growth is likely to strain considerably our management
control systems and resources, including decision support, accounting
management, information systems and facilities. If we do not continue to improve
our financial and management controls, reporting systems and procedures to
manage our employees effectively and to expand our facilities, our business
could be harmed.

We plan to increase our manufacturing capacity in low-cost regions by
expanding our facilities and adding new equipment. This expansion involves
significant risks, including, but not limited to, the following:

- we may not be able to attract and retain the management personnel and
skilled employees necessary to support expanded operations;

- we may not efficiently and effectively integrate new operations and
information systems, expand our existing operations and manage
geographically dispersed operations;

12
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- we may incur cost overruns;

- we may encounter construction delays, equipment delays or shortages,
labor shortages and disputes and production start-up problems that could
harm our growth and our ability to meet customers' delivery schedules;
and

- we may not be able to obtain funds for this expansion, and we may not be
able to obtain loans or operating leases with attractive terms.

In addition, we expect to incur new fixed operating expenses associated
with our expansion efforts that will increase our cost of sales, including
substantial increases in depreciation expense and rental expense. If our
revenues do not increase sufficiently to offset these expenses, our operating
results would be seriously harmed. Our expansion, both through internal growth
and acquisitions, has contributed to our incurring significant unusual charges.
As a result of acquisitions and rapid changes in our markets, we recorded merger
related charges and related facility closure costs of approximately $534.3
million, net of tax, for the fiscal year ended March 31, 2001.

WE DEPEND ON THE TELECOMMUNICATIONS, NETWORKING, ELECTRONICS AND COMPUTER
INDUSTRIES WHICH CONTINUALLY PRODUCE TECHNOLOGICALLY ADVANCED PRODUCTS WITH
SHORT LIFE CYCLES; OUR INABILITY TO CONTINUALLY MANUFACTURE SUCH PRODUCTS ON A
COST-EFFECTIVE BASIS WOULD HARM OUR BUSINESS.

We depend on sales to customers in the telecommunications, networking,
electronics and computer industries. Factors affecting these industries in
general could seriously harm our customers and, as a result, us. These factors
include:

— the inability of our customers to adapt to rapidly changing technology
and evolving industry standards, which results in short product life
cycles;

— the inability of our customers to develop and market their products, some
of which are new and untested, the potential that our customers' products
may become obsolete or the failure of our customers' products to gain
widespread commercial acceptance; and

— recessionary periods in our customers' markets.

If any of these factors materialize, our business would suffer. Currently,
many sectors of the telecommunications, networking, electronics and computer
industries are experiencing a significant decrease in demand for their products
and services, which has led to reduced demand for the services provided by EMS
companies. These changes in demand and generally uncertain economic conditions
have resulted, and may continue to result, in some customers deferring delivery
schedules for some of the products that we manufacture for them, which could
affect our results of operations. Further, a protracted downturn in these
industries could have a significant negative impact on our business, financial
condition and results of operation.

OUR CUSTOMERS MAY CANCEL THEIR ORDERS, CHANGE PRODUCTION QUANTITIES OR DELAY
PRODUCTION.

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
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orders. Customers may cancel their orders, change production quantities or delay
production for a number of reasons. The generally uncertain economic condition
of several of the industries of our customers has resulted, and may continue to
result, in some of our customers delaying the delivery of some of the products
we manufacture for them. Cancellations, reductions or delays by a significant
customer or by a group of customers would seriously harm our results of
operations.

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 and other resource requirements, based
on our estimates of customer requirements. The short-term nature of our
customers' commitments and the possibility of rapid changes in demand for their
products reduce our ability to estimate accurately future customer requirements.
This makes it difficult to schedule production and maximize utilization of our
manufacturing capacity. We often increase staffing, purchase materials and incur
other expenses to meet the anticipated demand of our customers. Anticipated
orders may not materialize, and delivery schedules may be deferred as a result
of changes in demand for our customers' products. On occasion, customers may
require rapid increases in production, which can stress our resources and reduce
margins. Although we have increased our manufacturing capacity, and plan further
increases, we may not have sufficient capacity at any given time to meet our
customers' demands. In addition, because many of our costs and operating
expenses are relatively fixed, a reduction in customer demand could harm our
gross profit and operating income.

OUR OPERATING RESULTS VARY SIGNIFICANTLY.

We experience significant fluctuations in our results of operations. Some
of the principal factors that contribute to these fluctuations are:

10

— changes in demand for our services;

- our effectiveness in managing manufacturing processes and costs in order
to decrease manufacturing expenses;

— the mix of the types of manufacturing services we provide, as high-volume
and low-complexity manufacturing services typically have lower gross
margins than more complex and lower volume services;

- changes in the cost and availability of labor and components, which often
occur in the electronics manufacturing industry and which affect our
margins and our ability to meet delivery schedules;

— the degree to which we are able to utilize our available manufacturing
capacity;

— our ability to manage the timing of our component purchases so that
components are available when needed for production, while avoiding the
risks of purchasing inventory in excess of immediate production needs;
and

— local conditions and events that may affect our production volumes, such
as labor conditions, political instability and local holidays.

One of our significant end-markets is the consumer electronics market. This

market exhibits particular strength toward the end of the calendar year in
connection with the holiday season. As a result, we have historically
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experienced stronger revenues in our third fiscal quarter as compared to our
other fiscal quarters.

We are reconfiguring certain of our operations to further increase our
concentration in low-cost locations. This shift of operations resulted in a
restructuring charge of $275.6 million, net of tax, in the fourth quarter of
fiscal 2001, and may result in additional restructuring charges in fiscal 2002
In addition, many of our customers are currently experiencing increased
volatility in demand, and in many cases reduced demand, for their products. This
increases the difficulty of anticipating the levels and timing of future
revenues from these customers, and could lead them to defer delivery schedules
for products or reduce their volumes of purchases. This would lead to a delay or
reduction in our revenues from these customers. Any of these factors or a
combination of these factors could seriously harm our business and result in
fluctuations in our results of operations.

WE MAY ENCOUNTER DIFFICULTIES WITH ACQUISITIONS, WHICH COULD HARM OUR BUSINESS.

Since the beginning of fiscal 2001, we have completed over 20 acquisitions
of businesses and manufacturing facilities, including our acquisitions of DITI,
Palo Alto Products International, Chatham, Lightning and JIT. We expect to
continue to acquire additional businesses and facilities in the future and are
currently in preliminary discussions to acquire additional businesses and
facilities. Any future acquisitions may require additional debt or equity
financing, or the issuance of shares in the transaction. This could increase our
leverage or be dilutive to our existing shareholders. We may not be able to
identify and complete acquisitions in the future to the same extent as the past,
or at all.

To integrate acquired businesses, we must implement our management
information systems and operating systems and assimilate and manage the
personnel of the acquired operations. The difficulties of this integration may
be further complicated by geographic distances. The integration of acquired
businesses may not be successful and could result in disruption to other parts
of our business.

In addition, acquisitions involve a number of other risks and challenges,
including:

- diversion of management's attention;
— potential loss of key employees and customers of the acquired companies;

- lack of experience operating in the geographic market or industry sector
of the acquired business;

— an increase 1in our expenses and working capital requirements, which
reduces our return on invested capital; and

- exposure to unanticipated contingent liabilities of acquired companies.

11

Any of these and other factors could harm our ability to achieve
anticipated levels of profitability at acquired operations or realize other
anticipated benefits of an acquisition.

OUR STRATEGIC RELATIONSHIPS WITH ERICSSON AND OTHER MAJOR CUSTOMERS CREATE
RISKS.
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In April 2001, we entered into a definitive agreement with Ericsson with
respect to our management of its mobile telephone operations. Our ability to
achieve any of the anticipated benefits of this new relationship with Ericsson
is subject to a number of risks, including our ability to meet Ericsson's
volume, product quality, timeliness and price requirements, and to achieve
anticipated cost reductions. If demand for Ericsson's mobile phone products
declines, Ericsson may purchase a lower quantity of products from us than we
anticipate. If Ericsson's requirements exceed the volume anticipated by us, we
may not be able to meet these requirements on a timely basis. Our inability to
meet Ericsson's volume, quality, timeliness and cost requirements, and to
quickly resolve any issues with Ericsson, could seriously harm our results of
operations. As a result of these and other risks, we may be unable to achieve
anticipated levels of profitability under this arrangement, and it may not
result in any material revenues or contribute positively to our net income per
share. Due to our relationship with Ericsson, other OEMs may not wish to obtain
logistics or operations management services from us.

We have entered into strategic relationships with other customers, have
recently announced our plans to enter into a strategic relationship with
Alcatel, and plan to continue to pursue such relationships. These relationships
generally involve many, or all, of the risks involved in our new relationship
with Ericsson. Similar to our other customer relationships, there are no volume
purchase commitments under these relationships, and the revenues we actually
achieve may not meet our expectations. In anticipation of future activities
under these strategic relationships, we are incurring substantial expenses as we
add personnel and manufacturing capacity and procure materials. Our operating
results will be seriously harmed if sales do not develop to the extent and
within the time frame we anticipate.

WE DEPEND ON THE CONTINUING TREND OF OUTSOURCING BY OEMs.

Future growth in our revenue depends on new outsourcing opportunities in
which we assume additional manufacturing and supply chain management
responsibilities from OEMs. To the extent that these opportunities are not
available, either because OEMs decide to perform these functions internally or
because they use other providers of these services, our future growth would be
limited.

OUR ACQUISITION OF DIVESTED ASSETS AND FACILITIES FROM OEMS CAN RESULT IN
UNFAVORABLE PRICING TERMS AND DIFFICULTIES IN INTEGRATING THE ACQUIRED ASSETS,
WHICH MAY HARM OUR RESULTS OF OPERATIONS.

In the past, we have entered into arrangements to acquire manufacturing
assets and facilities from OEMs, and then to use the assets and facilities to
provide electronics manufacturing services to the OEM. We intend to continue to
pursue these transactions in the future. There is frequently competition among
EMS companies for these transactions, and this competition may increase. These
OEM divestiture transactions have contributed to a significant portion of our
revenue growth, and if we fail to complete similar transactions in the future,
our revenue growth could be harmed. As part of these arrangements, we typically
enter into manufacturing services agreements with these OEMs. These agreements
generally do not require any minimum volumes of purchases by the OEM, and the
actual volume of purchases may be less than anticipated. The arrangements
entered into with divesting OEMs typically involve many risks, including the
following:

- to acquire the facility, we may need to pay a purchase price to the
divesting OEMs that exceeds the value we may realize from the future
business of the OEM;

— the integration into our business of the acquired assets and facilities
may be time-consuming and costly;
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- we, rather than the divesting OEM, bear the risk of excess capacity at
the acquired facility;

- we may not achieve anticipated cost reductions and efficiencies at the
acquired facility;

- if the OEM's requirements exceed the volume anticipated by us, we may be
unable to meet the expectations of the OEM as to product quality,
timeliness and cost reductions; and

— 1f the volume of purchases by the OEM are less than anticipated, we may
not be able to sufficiently reduce the expenses of operating the facility
or use the facility to provide services to other OEMs, and as a result
the transaction may adversely affect our gross margins and profitability.

12

If we do not successfully manage and integrate the acquired assets and achieve
anticipated cost reductions, our revenues and gross margins may decline and our
results of operations would be harmed.

THE MAJORITY OF OUR SALES COMES FROM A SMALL NUMBER OF CUSTOMERS; IF WE LOSE ANY
OF THESE CUSTOMERS, OUR SALES COULD DECLINE SIGNIFICANTLY.

Sales to our ten largest customers have represented a significant
percentage of our net sales in recent periods. Our ten largest customers in
fiscal 2001 and 2000 accounted for approximately 59% and 57% of net sales in
fiscal 2001 and fiscal 2000, respectively. No customer accounted for more than
10% of net sales in fiscal 2001. Our largest customer during fiscal 2000 was
Ericsson, who accounted for approximately 12% of net sales. No other customer
accounted for more than 10% of net sales in fiscal 2000. We anticipate that our
strategic relationship with Ericsson will substantially increase the percentage
of our sales attributable to Ericsson.

The identity of our principal customers have varied from year to year, and
our principal customers may not continue to purchase services from us at current
levels, if at all. Significant reductions in sales to any of these customers, or
the loss of major customers, would seriously harm our business. If we are not
able to timely replace expired, canceled or reduced contracts with new business,
our revenues could be harmed.

OUR INDUSTRY IS EXTREMELY COMPETITIVE.

The EMS industry is extremely competitive and includes hundreds of
companies, several of which have achieved substantial market share. Current and
prospective customers also evaluate our capabilities against the merits of
internal production. Some of our competitors have substantially greater market
share and manufacturing, financial and marketing resources than us.

In recent years, many participants in the industry, including us, have
substantially expanded their manufacturing capacity. If overall demand for
electronics manufacturing services should decrease, this increased capacity
could result in substantial pricing pressures, which could seriously harm our
operating results.

WE MAY BE ADVERSELY AFFECTED BY SHORTAGES OF REQUIRED ELECTRONIC COMPONENTS.

At various times, there have been shortages of some of the electronic
components that we use, and suppliers of some components have lacked sufficient
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capacity to meet the demand for these components. In some cases, supply
shortages and delays in deliveries of particular components have resulted in
curtailed production, or delays in production, of assemblies using that
component, which has contributed to an increase in our inventory levels. If we
are unable to obtain sufficient components on a timely basis, we may experience
manufacturing and shipping delays, which could harm our relationships with
current or prospective customers and reduce our sales.

OUR CUSTOMERS MAY BE ADVERSELY AFFECTED BY RAPID TECHNOLOGICAL CHANGE.

Our customers compete in markets that are characterized by rapidly changing
technology, evolving industry standards and continuous improvement in products
and services. These conditions frequently result in short product life cycles.
Our success will depend largely on the success achieved by our customers in
developing and marketing their products. If technologies or standards supported
by our customers' products become obsolete or fail to gain widespread commercial
acceptance, our business could be adversely affected.

WE ARE SUBJECT TO THE RISK OF INCREASED INCOME TAXES.

We have structured our operations in a manner designed to maximize income
in countries where:

- tax incentives have been extended to encourage foreign investment; or
- income tax rates are low.

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. However, our tax position is subject
to review and possible challenge by taxing authorities and to possible changes
in law which may have retroactive effect. We cannot determine in advance the
extent to which some jurisdictions may require us to pay taxes or make payments
in lieu of 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 tax
holidays or other incentives where available, primarily in China, Malaysia and
Hungary. In these three countries, we generated an aggregate of approximately
$2.6 billion of our total revenues for the fiscal year ended March 31, 2001. Our
taxes could increase if certain tax holidays or incentives are not renewed upon
expiration, or tax rates applicable to us in such jurisdictions are otherwise
increased. In addition, further acquisitions of businesses may cause our
effective tax rate to increase.

WE CONDUCT OPERATIONS IN A NUMBER OF COUNTRIES AND ARE SUBJECT TO RISKS OF
INTERNATIONAL OPERATIONS.

The geographical distances between the Americas, Asia and Europe create a
number of logistical and communications challenges. These challenges include
managing operations across multiple time zones, directing the manufacture and
delivery of products across distances, coordinating procurement of components
and raw materials and their delivery to multiple locations, and coordinating the
activities and decisions of the core management team, which is based in a number
of different countries. Facilities in several different locations may be
involved at different stages of the production of a single product, leading to
additional logistical difficulties.
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Because our manufacturing operations are located in a number of countries
throughout East Asia, the Americas and Europe, we are subject to the risks of
changes in economic and political conditions in those countries, including:

- fluctuations in the value of local currencies;

— labor unrest and difficulties in staffing;

- longer payment cycles resulting from differences in local customer;
- increases in duties and taxation levied on our products;

— imposition of restrictions on currency conversion or the transfer of
funds;

— limitations on imports or exports of components or assembled products, or
other travel restrictions;

— expropriation of private enterprises; and

— a potential reversal of current favorable policies encouraging foreign
investment or foreign trade by our host countries.

The attractiveness of our services to our U.S. customers can be affected by
changes in U.S. trade policies, such as "most favored nation" status and trade
preferences for some Asian nations. In addition, some countries in which we
operate, such as Brazil, the Czech Republic, Hungary, Mexico, Malaysia and
Poland, have experienced periods of slow or negative growth, high inflation,
significant currency devaluations or limited availability of foreign exchange.
Furthermore, in countries such as China and Mexico, governmental authorities
exercise significant influence over many aspects of the economy, and their
actions could have a significant effect on us. Finally, we could be seriously
harmed by inadequate infrastructure, including lack of adequate power and water
supplies, transportation, raw materials and parts in countries in which we
operate.

WE DEPEND ON OUR EXECUTIVE OFFICERS.

Our success depends to a large extent upon the continued services of our
executive officers. Generally our employees are not bound by employment or
non-competition agreements, and we cannot assure that we will retain our
executive officers and other key employees. We could be seriously harmed by the
loss of any of our executive officers. In addition, in order to manage our
growth, we will need to recruit and retain additional skilled management
personnel and if we are not able to do so, our business and our ability to
continue to grow could be harmed.

WE ARE SUBJECT TO ENVIRONMENTAL COMPLIANCE RISKS.

We are subject to various federal, state, local and foreign environmental
laws and regulations, including those governing the use, storage, discharge and
disposal of hazardous substances in the ordinary course of our manufacturing
process. In addition, we are responsible for cleanup of contamination at some of
our current and former manufacturing facilities and at some third party sites.
If more stringent
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compliance or cleanup standards under environmental laws or regulations are
imposed, or the results of future testing and analyses at our current or former
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operating facilities indicate that we are responsible for the release of
hazardous substances, we may be subject to additional remediation liability.
Further, additional environmental matters may arise in the future at sites where
no problem is currently known or at sites that we may acquire in the future.
Currently unexpected costs that we may incur with respect to environmental
matters may result in additional loss contingencies, the quantification of which
cannot be determined at this time.

THE MARKET PRICE OF OUR ORDINARY SHARES IS VOLATILE.

The stock market in recent years has experienced significant price and
volume fluctuations that have affected the market prices of technology
companies. These fluctuations have often been unrelated to or disproportionately
impacted by the operating performance of these companies. The market for our
ordinary shares may be subject to similar fluctuations. Factors such as
fluctuations in our operating results, announcements of technological
innovations or events affecting other companies in the electronics industry,
currency fluctuations and general market conditions may have a significant
effect on the market price of our ordinary shares.

ITEM 2. PROPERTIES

Our facilities consist of a global network of industrial parks, regional
manufacturing and technology centers, and design/engineering and product
introduction centers, providing over 16.0 million square feet of capacity as of
March 31, 2001. We own facilities with approximately 1.1 million square feet in
the Americas, 2.5 million square feet in Asia and 4.8 million square feet of
capacity in Europe. We lease facilities with approximately 2.9 million square
feet in the Americas, 1.5 million square feet in Asia and 3.5 million square
feet of capacity in Europe.

Over the past several years, we have actively increased our overall
capacity through internal growth, acquisitions and purchases of manufacturing
facilities. We plan to further expand our facilities in low cost locations,
adding new equipment and further developing our industrial parks. We cannot
assure that we will not encounter unforeseen difficulties, costs or delays in
expanding our facilities or that our expanded facilities will not prove to be in
excess of our requirements.

In connection with the consummated mergers and restructuring activities in
fiscal 2001, we developed formal plans to exit certain activities. Management's
plan to exit an activity included the identification of duplicate manufacturing
and administrative facilities for closure and the identification of
manufacturing and administrative facilities for consolidation into other
facilities. As a result of these integration activities, we identified
approximately 3.2 million of owned and leased square feet of capacity for
closure in the Americas. Approximately 700,000 of owned and leased square feet
of capacity in Asia was identified for closure. In Europe, we identified
approximately 800,000 of owned and leased square feet of capacity for closure.
See Item 7, "Management's Discussion and Analysis of Financial Condition and
Results of Operations—--Unusual Charges."

Our industrial parks, each incorporating from approximately 400,000 to 1.2
million square feet of facilities, are self-contained facilities that co-locate
our manufacturing and distribution operations with our suppliers in low-cost
regions near our customers' end markets. Our industrial parks provide a total
supply chain management. This approach to production and distribution benefits
our customers by reducing logistical barriers and costs, improving
communications, increasing flexibility, lowering transportation costs and
reducing turnaround times. We have strategically established large industrial
parks in China, Hungary, Mexico, Brazil and Poland.
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Our regional manufacturing and technology centers are facilities that have
both medium and high volume manufacturing and product introduction centers and,
as a result, are where we focus on launching customers' new products and
transitioning them to volume production. Each center features advanced
technological competency. These regional manufacturing facilities range from
approximately 70,000 to 500,000 square feet and provide production in locations
close to strategic markets. We have established regional manufacturing and
technology centers in Austria, Brazil, China, Denmark, England, Finland, France,
Germany, Hungary, India, Indonesia, Ireland, Israel, Italy, Malaysia, Mexico,
Norway, Scotland, Sweden, Switzerland and in various states throughout the
United States.

Our design/engineering and product introduction centers provide a broad
range of advanced engineering services and prototype and low volume production
capabilities. The locations of our product introduction centers include Austria,
China, Finland, Germany, Italy, Sweden, Switzerland and the United States.

Our facilities are generally well maintained and suitable for the
operations conducted and, in substantially all cases where owned, free and clear

of any encumbrances. The productive capacity of our plants is generally adequate
for current needs. All but two of our
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manufacturing facilities are registered to the quality requirements of the
International Organization for Standardization (ISO 9000). The remaining two
facilities are in the process of final certification.
ITEM 3. LEGAL PROCEEDINGS
None.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.

PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS

PRICE RANGE OF ORDINARY SHARES

Our ordinary shares are quoted on the Nasdag National Market under the
symbol "FLEX". The following table sets forth the high and low per share sales
prices for our ordinary shares since the beginning of fiscal 2000 as reported on
the Nasdag National Market.

HIGH LOW
FISCAL YEAR ENDED MARCH 31, 2000
First QUATLET ittt it ittt et ettt et ettt ee e S 14.59 S 9.34
SeCONd QUATE T vt it it et et et ettt ettt 17.03 10.63
Third QUATLEr ittt ittt e e e et et et ettt ee e 24.69 14.28
Fourth Quarter . ...ttt ittt et ettt e eeeenn 39.88 19.16

FISCAL YEAR ENDED MARCH 31, 2001

21



Edgar Filing: FLEXTRONICS INTERNATIONAL LTD - Form 10-K/A

First Quarter

Second Quarter

Third Quarter

Fourth Quarter

.................................. $ 38.06 $ 22.
................................. 44 .91 32.
.................................. 43.00 21.
................................. 40.13 14.

All share prices have been adjusted to give effect to the two-for-one stock

splits effected as bonus issues
distributed to our shareholders on January 11,
2000.

October 16,

As of June 15,

(the Singapore equivalent of a stock dividend),
1999, December 22, 1999 and

2001, there were 3,703 holders of record of our ordinary

shares and the closing sale price of the ordinary shares as reported on the
Nasdag National Market was $21.76 per share.

DIVIDENDS

Since inception,

ordinary shares
acquisition),

Item 7,

we have not declared or paid any cash dividends on our
(exclusive of dividends paid by pooled entities prior to

and our bank credit facility prohibits the payment of cash
dividends without the lenders'
senior subordinated notes also restrict our ability to pay cash dividends.
"Management's Discussion and Analysis of Financial Condition and Results

prior consent. The terms of our outstanding

See

of Operations—-Liquidity and Capital Resources." We anticipate that all earnings
in the foreseeable future will be retained to finance the continuing development

of our business.

TAXATION

This summary of Singapore and U.S.

tax considerations is based on current

law and is provided for general information.

The discussion does not purport to

deal with all aspects of taxation that may be relevant to particular

shareholders in light of their investment or tax circumstances,
types of shareholders
regulated investment companies,
shareholders that are not U.S.
federal income tax laws.

the U.S.

or to certain
(including insurance companies, tax-exempt organizations,
financial institutions or broker-dealers, and
shareholders subject to special treatment under
Such shareholders should consult their own tax

advisors regarding the particular tax consequences to such shareholders of any

investment in our ordinary shares.

INCOME TAXATION UNDER SINGAPORE LAW
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Under current provisions of the Income Tax Act,
corporate profits are taxed at a rate equal to 24.5%.
system,

the tax paid by a company is deemed paid by its shareholders.
shareholders receive dividends net of the tax paid by Flextronics.

Thus,
Dividends

Chapter 134 of Singapore,
Under Singapore's taxation

the

received by either a resident or a nonresident of Singapore are not subject to

withholding tax.

Shareholders are taxed on the gross amount of dividends

(meaning the cash amount of the dividend plus the amount of corporate tax paid

by Flextronics) .

The tax paid by Flextronics will be available to shareholders

as a tax credit to offset the Singapore income tax liability on their overall

income (including the gross amount of dividends).
between the Republic of Singapore and the U.S.

Under current Singapore tax law there is no tax on capital gains,
any profits from the disposal of shares are not taxable in Singapore

thus,

and,

unless the vendor is regarded as carrying on a trade in shares in Singapore

No tax treaty currently exists

(in

38
38
38
25
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which case, the disposal profits would be taxable as trade profits rather than
capital gains).

There is no stamp duty payable in respect of the holding and disposition of
shares. No duty is payable on the acquisition of new shares. Where existing
shares are acquired in Singapore, stamp duty is payable on the instrument of
transfer of the shares at the rate of S$2 for every S$1,000 of the market wvalue
of the shares. The stamp duty is borne by the purchaser unless there is an
agreement to the contrary. Where the instrument of transfer is executed outside
of Singapore, stamp duty must be paid if the instrument of transfer is received
in Singapore. Under Article 22 (iii) of our Articles of Association, our
directors are authorized to refuse to register a transfer unless the instrument
of transfer has been duly stamped.

INCOME TAXATION UNDER UNITED STATES LAW

Individual shareholders that are U.S. citizens or resident aliens (as
defined in Section 7701 (b) of the Internal Revenue Code of 1986), corporations
or partnerships or other entities created or organized under the laws of the
United States, or any political subdivision thereof, an estate the income of
which is subject to U.S. federal income taxation regardless of its source or a
trust which is subject to the supervision of a court within the United States
and the control of section 7701 (b) (30) of the Internal Revenue Code will, upon
the sale or exchange of a share, recognize gain or loss for U.S. income tax
purposes in an amount equal to the difference between the amount realized and
the U.S. shareholder's tax basis in such a share. If paid in currency other than
U.S. dollars, certain currency translation rules will apply to determine the
U.S. dollar amount realized. Such gain or loss will be capital gain or loss if
the share was a capital asset in the hands of the U.S. shareholder and will be
short-term capital gain or loss if the share has been held for not more than one
year, mid-term capital gain or loss if the share has been held for more than one
year but not more than eighteen months and, long-term capital gain or loss if
the share has been held for more than eighteen months. If a U.S. shareholder
receives any currency other than U.S. dollars on the sale of a share, such U.S.
shareholder may recognize ordinary income or loss as a result of currency
fluctuations between the date of such sale and the date such sale proceeds are
converted into U.S. dollars.

U.S. shareholders will be required to report as income for U.S. income tax
purposes the amount of any dividend received from us to the extent paid out of
our current or accumulated earnings and profits, as determined under current
U.S. income tax principles. If over 50% of our stock (by vote or value) were
owned by U.S. shareholders who individually held 10% or more of our voting
stock, such U.S. shareholders potentially would be required to include in income
a portion or all of their pro rata share of our and our non-U.S. subsidiaries'
earnings and profits. Certain attribution rules apply in this regard. If 50% or
more of our assets during a taxable year produced or were held for the
production of passive income, as defined in section 1297 (b) of the Code (e.g.,
certain forms of dividends, interest and royalties), or 75% or more of our gross
income for a taxable year was passive income, adverse U.S. tax consequences
could result to U.S. shareholders. As of March 31, 2001, we were not aware of
any U.S. shareholder who individually held 10% or more of our voting stock.

Shareholders that are not U.S. shareholders will not be required to report
for U.S. federal income tax purposes the amount of any dividend received from
us. Non-U.S. shareholders, upon the sale or exchange of a share, would not be
required to recognize gain or loss for U.S. federal income tax purposes.

ESTATE TAXATION

In the case of an individual who is not domiciled in Singapore, a Singapore
estate tax is imposed on the value of all movable and immovable properties
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situated in Singapore. Our shares are considered to be situated in Singapore.
Thus, an individual shareholder who is not domiciled in Singapore at the time of
his or her death will be subject to Singapore estate tax on the value of any
such shares held by the individual upon the individual's death. Such a
shareholder will be required to pay Singapore estate tax to the extent that the
value of the shares (or in aggregate with any other assets subject to Singapore
estate tax) exceeds S$600,000. Any such excess will be taxed at a rate equal to

% on the first S$12,000,000 of the individual's Singapore chargeable assets and
thereafter at a rate equal to 10%. An individual shareholder who is a U.S.
citizen or resident (for U.S. estate tax purposes) also will have the value of
the shares included in the individual's gross estate for U.S. estate tax
purposes. An individual shareholder generally will be entitled to a tax credit
against the shareholder's U.S.
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estate tax to the extent the individual shareholder actually pays Singapore
estate tax on the value of the shares; however, such tax credit is generally
limited to the percentage of the U.S. estate tax attributable to the inclusion
of the value of the shares included in the shareholder's gross estate for U.S.
estate tax purposes, adjusted further by a pro rata apportionment of available
exemptions. Individuals who are domiciled in Singapore should consult their own
tax advisors regarding the Singapore estate tax consequences of their
investment.

ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data have been prepared to give
retroactive effect to the pooling of interests mergers completed by us in fiscal
2001. In fiscal 2001, we acquired DII in April 2000, Palo Alto Products
International in April 2000, Lightning in August 2000, Chatham in August 2000
and JIT in November 2000.

These historical results are not necessarily indicative of the results to
be expected in the future. The following table is qualified by reference to and
should be read in conjunction with the consolidated financial statements,
related notes thereto and other financial data included elsewhere herein.

FISCAL YEAR ENDED MARCH 31,

(IN THOUSANDS,

CONSOLIDATED STATEMENTS OF
OPERATIONS DATA:

Net Sales .ottt ittt e e $ 1,498,332 $ 2,577,926 $
Cost 0Of SAles ittt ittt ettt et ettt ee e 1,289,567 2,246,135
Unusual charges (1) ...ttt iineeeneeennns 16,443 8,869
Gross profit ... ... e e e 192,322 322,922
Selling, general and administrative ........ 113,308 169,586
Goodwill and intangibles amortization ...... 5,979 10,487
Unusual charges (1) ...ttt iineenneeennns 4,649 12,499
Interest and other expense, net ............ 8,398 21,480
Income (loss) before income taxes ........ 59,988 108,870

EXCEPT PER SHARE

3,952,786
3,512,229
77,286
363,271
240,512
29,156
2,000
52,234
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Provision for (benefit from) income taxes.. 16,415 22,378 (11, 634)

Net 1ncome (L1OSS) v i v vt iieeeeeeeeneennenn S 43,573 S 86,492 S 51,003 S
Diluted earnings (loss) per share(2) ........ S 0.18 S 0.30 S 0.17 S
Shares used in computing diluted per

share amounts (2) .. ittt ittt tennenn 238,770 297,307 329,352
AS OF MARCH 31,
1997 1998 1999 2000 2001
(IN THOUSANDS)

CONSOLIDATED BALANCE SHEETS DATA:
Working capital ............... S 87,855 $ 372,870 $ 384,084 $1,161,535 $1,914,741
Total assets .. ennnnn. 937,865 1,862,088 2,783,707 5,134,943 7,571,655
Total long-term debt, excluding
current portion ............... 139,383 580,441 789,471 645,267 917,313
Shareholders' equity .......... 331,622 641,667 915,305 2,376,628 4,030,301
(1) In fiscal 1997, we incurred approximately $4.6 million of merger-related

expenses associated with an acquisition and $16.4 million in costs
associated with the closing and sale of several manufacturing facilities.

In fiscal 1998, we incurred approximately $12.5 million of merger-related
expenses and approximately $8.9 million in costs associated with the
closure of a manufacturing operation.

In fiscal 1999, we incurred approximately $77.3 million of expenses
primarily associated with the closure of a semiconductor wafer fabrication
facility and wrote-off approximately $2.0 million of in-process research
and development associated with an acquisition.

In fiscal 2000, we incurred approximately $3.5 million of merger-related
expenses and $7.5 million in costs primarily associated with the closure of
several manufacturing facilities.

In fiscal 2001, we recognized unusual pre-tax charges of $973.3 million. Of
this amount, $286.5 million related to the issuance of an equity instrument
to Motorola. The remaining $686.8 million includes merger-related expenses
of approximately $102.4 million and approximately $584.4 million of costs
associated with the closing of several manufacturing facilities.
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We completed a stock split during each of fiscal 1999, 2000 and 2001. Each
of the stock splits was effected as bonus issues (the Singapore equivalent
of a stock dividend). The stock dividend has been reflected in our

financial statements for all periods presented unless otherwise noted. All
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share and per share amounts have been retroactively restated to reflect the
stock splits.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

This report on Form 10-K contains forward-looking statements within the
meaning of Section 21E of the Securities Exchange Act of 1934, as amended, and
Section 27A of the Securities Act of 1933, as amended. The words "expects,"
"anticipates," "believes," "intends," "plans" and similar expressions identify
forward-looking statements. In addition, any statements which refer to
expectations, projections or other characterizations of future events or
circumstances are forward-looking statements. We undertake no obligation to
publicly disclose any revisions to these forward-looking statements to reflect
events or circumstances occurring subsequent to filing this Form 10-K with the
Securities and Exchange Commission. These forward-looking statements are subject
to risks and uncertainties, including, without limitation, those discussed in
this section. Accordingly, our future results could differ materially from
historical results or from those discussed or implied by these forward-looking
statements.

ACQUISITIONS

We have actively pursued mergers and other business acquisitions to expand
our global reach, manufacturing capacity and service offerings and to diversify
and strengthen customer relationships. The significant business combinations
completed in fiscal 2001, include the following:

DATE ACQUIRED COMPANY NATURE OF BUSINESS

November 2000 JIT Holdings Ltd. Provides electronics manufacturing
and design services

August 2000 Chatham Technologies, Inc. Provides industrial and electronics
manufacturing and design services

August 2000 Lightning Metal Specialties Provides injection molding, metal
and related entities stamping and integration services
April 2000 Palo Alto Products Provides industrial and electronics
International Pte. Ltd. manufacturing and design services
April 2000 The DII Group, Inc. Provides electronics manufacturing
services

Each of these acquisitions was accounted for as a pooling of interests and
our consolidated financial statements have been restated to reflect the combined
operations of the merged companies for all periods presented. Additionally, we
have completed other immaterial pooling of interests transactions in fiscal
2001. Prior period statements have not been restated for these transactions. We
have also made a number of business acquisitions of other companies. These
transactions were accounted for using the purchase method and, accordingly our
consolidated financial statements include the operating results of each business
from the date of acquisition. Pro forma results of operations have not been
presented because the effects of these acquisitions were not material on either
an individual or an aggregate basis.

OTHER STRATEGIC TRANSACTIONS
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On May 30, 2000, we entered into a strategic alliance for product
manufacturing with Motorola. In connection with this strategic alliance,
Motorola paid $100.0 million for an equity instrument that provided it with
incentives to purchase products and services from us by entitling it to acquire
22,000,000 of our ordinary shares at any time by meeting targeted purchase
levels of up to $32.0 billion through December 31, 2005 or by making additional
payments to us. The issuance of this equity instrument on May 30, 2000 resulted
in a one-time non-cash charge equal to the excess of the fair value of the
equity instrument issued over the $100.0 million proceeds received. As a result,
the one-time non-cash charge amounted to approximately $286.5 million offset by
a corresponding credit to additional paid-in capital in the first quarter of
fiscal 2001. In June 2001, we entered into an agreement with Motorola under
which we repurchased this equity instrument for $112.0 million. No current or
planned manufacturing programs are affected by the repurchase, and we anticipate
that Motorola will continue to be a customer following the repurchase, although
our future revenue from Motorola may be less than it would have been had this
instrument remained in effect.
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In April 2001, we entered into a definitive agreement with Ericsson with
respect to our management of the operations of Ericsson's mobile telephone
operations. Operations under this arrangement commenced in the first quarter of
fiscal 2002. Under this agreement, we are to provide a substantial portion of
Ericsson's mobile phone requirements. We will assume responsibility for product
assembly, new product prototyping, supply chain management and logistics
management, in which we will process customer orders from Ericsson and configure
and ship products to Ericsson's customers. We expect to provide PCBs and
plastics, primarily from our Asian operations. In connection with this
relationship, we purchased certain equipment, inventory and other assets, and
assumed certain accrued expenses, from Ericsson at their net book value of
approximately $450.0 million. See Item 1, "Business—--Risk Factors--Our strategic
relationship with Ericsson creates risks."

RESULTS OF OPERATIONS

The following table sets forth, for the periods indicated, certain
statements of operations data expressed as a percentage of net sales.

FISCAL YEAR ENDED

MARCH 31,
1999 2000 2001

Net Sales ittt it i it e i 100.0% 100.0% 100.0%
Cost Of Sales ittt ittt ittt 88.9 91.0 91.9
Unusual charges ... ..ttt itneeeneeennns 1.9 0.1 4.2

GrosSs mMargin ...t in it eennnnns 9.2 8.9 3.9
Selling, general and administrative ........ 6.1 4.6 3.6
Goodwill and intangibles amortization ...... 0.7 0.6 0.5
Unusual charges . ...ttt itneenneeennns 0.1 0.1 3.8
Interest and other expense, net ............ 1.3 1.0 0.6

Income (loss) before income taxes ..... 1.0 2.6 (4.06)
Provision for (benefit from) income taxes .. (0.3) 0.3 (0.9)
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Net income (1OSS) vt vttt it i te e eeeenn 1.3% 2.3% (3.7)%

Net Sales

We derive our net sales from the fabrication and assembly of plastic and
metal enclosures, printed circuit boards or PCBs, backplanes and the assembly of
complete systems and products. In addition, through our photonics division, we
manufacture and assemble photonics components and integrate them into PCB
assemblies and other systems. Throughout the production process, we offer design
and technology services; logistics services, such as materials procurement,
inventory management, vendor management, packaging and distribution; and
automation of key components of the supply chain through advanced information
technologies. In addition, we have added other after-market services such as
network installation.

Net sales for fiscal 2001 increased 74% to $12.1 billion from $7.0 billion
in fiscal 2000. The increase in sales for fiscal 2001 was primarily the result
of our ability to continue to expand sales to our existing customers as well as
expanding sales to new customers worldwide and, to a lesser extent, the
incremental revenue associated with the purchases of several manufacturing
facilities and related assets during fiscal 2001. During fiscal 2001, our ten
largest customers accounted for approximately 59% of net sales, with no customer
accounting for more than 10% of net sales. While we experienced significant
growth in net sales in fiscal 2001, this growth was hampered in late fiscal 2001
by a decline in demand due to the downturn experienced by the electronics
industry, which was driven by a combination of weakening end-market demand
(particularly in the telecommunications and networking sectors) and our
customers' inventory imbalances. Along with other providers of electronics
manufacturing services, our fourth quarter net sales were generally adversely
affected by reductions in purchase volumes and delays in purchases by certain
customers, as they continued to experience erosion in demand for their products.
This trend has continued through the first quarter of fiscal 2002 and may
continue, or worsen, in future periods, as the timing of any recovery in our
customers' markets is uncertain.

Net sales for fiscal 2000 increased 76% to $7.0 billion from $4.0 billion
in fiscal 1999. The increase in sales for fiscal 2000 was primarily due to
expanding sales to existing customers and, to a lesser extent, sales to new
customers. In fiscal 2000, our ten largest customers accounted for approximately
57% of net sales, with Ericsson accounting for approximately 12% of net sales.
No other customer accounted for more than 10% of net sales.

Gross Profit

20

Gross profit varies from period to period and is affected by a number of
factors, including product mix, component costs, product life cycles, unit
volumes, startup, expansion and consolidation of manufacturing facilities,
pricing, competition and new product introductions. See Item 1, "Business—--Risk
Factors."

Gross margin decreased to 3.9% for fiscal 2001 from 8.9% in fiscal 2000.
The decrease in gross margin is primarily attributable to unusual pre-tax
charges amounting to $510.5 million, which were associated with the plant
closures, as described in "Unusual Charges," below. Excluding unusual pre-tax
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charges of $510.5 million and $7.5 million in fiscal 2001 and fiscal 2000,
respectively, gross margin decreased to 8.1% for fiscal 2001 from 9.0% in fiscal
2000. Gross margin decreased to 8.9% for fiscal 2000 from 9.2% in fiscal 1999.
Excluding unusual pre-tax charges of $7.5 million and $77.3 million in fiscal
2000 and 1999, respectively, gross margin decreased from 11.1% in fiscal 1999 to
9.0% in fiscal 2000. Our gross profit in each fiscal year was adversely affected
by several factors, primarily changes in our product mix to higher volume
projects, which typically have a lower gross margin because of higher material
content, and to a lesser extent, costs associated with expanding our facilities,
and costs associated with the startup of new customers and projects, which
typically carry higher levels of under absorbed manufacturing overhead costs
until the projects reach higher volume production.

Increased mix of products that have relatively high material costs as a
percentage of total unit costs has been the primary factor that has adversely
affected our gross margins. Further, we may enter into supply arrangements in
connection with strategic relationships and OEM divestitures. These
arrangements, which are relatively larger in scale, could adversely affect our
gross margins. We believe that these and other factors may adversely affect our
gross margins, but we do not expect that this will have a material effect on our
income from operations.

Unusual Charges
FISCAL 2001

We recognized unusual pre-tax charges of approximately $973.3 million
during fiscal year 2001. Of this amount, $493.1 million was recorded in the
first quarter and was comprised of approximately $286.5 million related to the
issuance of an equity instrument to Motorola combined with approximately $206.6
million of expenses resulting from the DII and Palo Alto Products International
mergers and related facility closures. In the second quarter, unusual pre-tax
charges amounted to approximately $48.4 million associated with the Chatham and
Lightning mergers and related facility closures. In the third quarter, we
recognized unusual pre-tax charges of approximately $46.3 million, primarily
related to the JIT merger and related facility closures. During the fourth
quarter, we recognized unusual pre-tax charges, amounting to $376.1 million
related to the closures of several manufacturing facilities and $9.5 million for
the impairment of investments in certain technology companies.

On May 30, 2000, we entered into a strategic alliance for product
manufacturing with Motorola. See Note 8, "Shareholders' Equity," and Note 14,
"Subsequent Events," of the Notes to Consolidated Financial Statements in Item
8, "Financial Statements and Supplementary Data" for further information
concerning the strategic alliance. In connection with this strategic alliance,
Motorola paid $100.0 million for an equity instrument that entitled it to
acquire 22,000,000 of our ordinary shares at any time through December 31, 2005,
upon meeting targeted purchase levels or making additional payments to us. The
issuance of this equity instrument resulted in a one-time non-cash charge equal
to the excess of the fair value of the equity instrument issued over the $100.0
million proceeds received. As a result, the one-time non-cash charge amounted to
approximately $286.5 million offset by a corresponding credit to additional
paid-in capital in the first quarter of fiscal 2001.

We recorded aggregate unusual charges of $973.3 million, which included
approximately $574.9 million of facility closure costs, $102.4 million of direct
transaction costs in connection with the mergers we completed in fiscal 2001,
$286.5 million related to the issuance of an equity instrument to Motorola and
$9.5 million for impairment of certain investments. As discussed below, $510.5
million of the charges relating to facility closures have been classified as a
component of Cost of Sales during the fiscal year ended March 31, 2001. We
believe that the cost of goods sold savings achieved through lower depreciation
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and reduced employee expense will be offset by reduced revenues at the affected
facilities.

Unusual charges excluding the Motorola equity instrument, by segments, are
as follows: Americas $553.1 million, Asia $86.5 million, Western Europe $32.9
million and Central Europe $14.3 million. Unusual charges related to the
Motorola equity instrument is not specific to a particular segment, and as such,
has not been allocated to a particular geographic segment.

The components of the unusual charges recorded are as follows (in thousands) :

21
FIRST SECOND THIRD FOURTH
QUARTER QUARTER QUARTER QUARTER
CHARGES CHARGES CHARGES CHARGES
Facility closure costs:
eV AN e v v vt v et ettt ettt e $62,487 $5,677 $3,6006 $60,703
Long-lived asset impairment...... 46,646 14,373 16,469 155,046
Exit costsS..viiiiinnnieeiinnnnn. 24,201 5,650 19,703 160,368
Total facility closure costs.... 133,334 25,700 39,778 376,117
Direct transaction costs:
Professional fees................ 50,851 7,247 6,250 ——
Other CcoOsStS. ..ttt iiieennn 22,382 15,448 248 ——
Total direct transaction costs.. 73,233 22,695 6,498 ——
Motorola equity instrument......... 286,537 - - -
Other unusual charges.............. —— —— —— 9,450
Total unusual charges........... 493,104 48,395 46,276 385,567
Income tax benefit................. (30,000) (6,000) (6,500) (110,000)
Net unusual charges............. $463,104 $42,395 $39,776 $275,567

In connection with the facility closures, we developed formal plans to exit
certain activities and involuntarily terminate employees. Management's plan to
exit an activity included the identification of duplicate manufacturing and
administrative facilities for closure and the identification of manufacturing
and administrative facilities for consolidation into other facilities.
Management currently anticipates that the facility closures and activities to
which all of these charges relate will be substantially completed within one
year of the commitment dates of the respective exit plans, except for certain
long-term contractual obligations. The following table summarizes the components
of the facility closure costs and related activities in fiscal 2001:

30



Edgar Filing: FLEXTRONICS INTERNATIONAL LTD - Form 10-K/A

SEVERANCE
Balance at March 31, 2000 .. it ittt ettt ettt e et teeeeeeeeeneeaaeean $ -
Activities during the year:
First quarter provision ... ..ttt ittt et eeeeeeeeeenaaens 62,487
Cash Charges .ottt i i it e e et et e e e e e e ettt ettt (35,800)
Non-—cash Charges . ...ttt ittt et ettt ettt eee et eaaeeeeenns -
Balance at June 30, 2000 ..ttt ii ittt ittt ittt ettt e 26,687
Activities during the year:
Second quUAarter ProVisSion ...ttt ittt et e e e et 5,677
Cash Charges ittt it ittt e e et e et e e ettt et et (4,002)
Non-—cash Charges . ... ittt e e et ettt et ee et eaaeeeeenns -
Balance at September 30, 2000 ...ttt ittt ittt eeeennaaeennn 28,362
Activities during the year:
Third quarter Provision . ...ttt ittt ittt ettt eeeeeeeeeanns 3,606
Cash Charges .ottt it it e e e e e ettt e e ettt ettt et (7,332)
Non-—cash Charges . ... ittt e ettt et et e ettt aaeeeeens -
Balance at December 31, 2000 ...ttt it tin ettt teeeeeeeeeeneeneeeens 24,636
Activities during the year:
Fourth quarter pProvisSion ... ...ttt ittt ittt teeeeeeeeeeneeens 60,703
Cash Charges .ottt it ittt e e e et e et e et ettt et et (13,605)
Non-—cash Charges . ... ittt e e et ettt et e et e eaaeeeeenn -
Balance at March 31, 2001 ..ttt ittt ittt ettt ettt ettt eeeeneeeeas $ 71,734

LONG-LIVED

ASSET

IMPAIRMENT

155,046

(155, 046)

Of the total pre-tax facility closure costs, $132.5 million relates to
employee termination costs, of which $68.1 million has been classified as a
component of Cost of Sales. As a result of the various exit plans, we identified
11,269 employees to be involuntarily terminated related to the various mergers
and facility closures. As of March 31, 2001, 4,457 employees have been
terminated, and another 6,812 employees have been notified that they are to be
terminated upon completion of the various facility closures and consolidations.
During fiscal 2001, we paid employee termination costs of approximately $60.7
million. The remaining $71.7 million of employee termination costs is classified
as accrued liabilities as of March 31, 2001 and is expected to be paid out
within one year of the commitment dates of the respective exit plans.

The unusual pre-tax charges include $232.5 million for the write-down of
long-lived assets to fair value. This amount has been classified as a component
of Cost of Sales. Included in the long-lived asset impairment are charges of
$229.1 million, which relate to property, plant and equipment associated with
the various manufacturing and administrative facility closures which were
written down to their fair value of $192.0 million as of March 31, 2001. Certain
assets will be held for use and will remain in service until their anticipated
disposal dates
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pursuant to the exit plans. Since the assets will remain in service from the
date of the decision to dispose of these assets to the anticipated disposal
date, the assets are being depreciated over this expected period. For the assets
that are being held for use, an impairment loss is recognized if the carrying
amounts of these assets exceed the fair value of the assets. Certain other
assets will be held for disposal as these assets are no longer required in
operations. Assets held for disposal are no longer being depreciated. For the
assets that are being held for disposal, an impairment loss is recognized if the
carrying amounts of these assets exceed the fair value less cost to sell. The
impaired long-lived assets consisted primarily of machinery and equipment of
$153.0 million and building and improvements of $76.1 million. The long-lived
asset impairment also includes the write-off of the remaining goodwill and other
intangibles related to certain closed facilities of $3.4 million.

The unusual pre-tax charges also include approximately $209.9 million for
other exit costs, which have been classified as a component of Cost of Sales.
Other exit costs include contractual obligations totaling $85.4 million, which
were incurred directly as a result of the various exit plans. These contractual
obligations consisted of facility lease terminations amounting to $26.5 million,
equipment lease terminations amounting to $31.4 million and payments to
suppliers and other third parties to terminate contractual agreements amounting
to $27.5 million. We expect to make payments associated with its contractual
obligations with respect to facility and equipment leases through the end of
fiscal 2006 and with respect to the other contractual obligations with suppliers
and other third parties through fiscal 2002. Other exit costs also include
charges of $77.0 million relating to asset impairments resulting from customer
contracts that were breached when they were terminated by us as a result of
various facility closures. These asset impairments were determined based on the
difference between the carrying amount and the realizable value of the impaired
inventory and accounts receivable. We disposed of the impaired assets, primarily
through scrapping and write-offs, by the end of fiscal 2001. Also included in
other exit costs were charges amounting to $16.1 million for the incremental
costs for warranty work incurred by us for products sold prior to the commitment
dates of the various exit plans. Other exit costs also include $11.6 million of
facility refurbishment and abandonment costs related to certain building repair
work necessary to prepared the exited facilities for sale or return the
facilities to the landlord. The remaining $19.8 million of other exit costs
recorded were primarily associated with incremental amounts of legal and
environmental costs, incurred directly as a result of the various exit plans and
facility closures. We paid approximately $23.1 million of other exit costs
during fiscal 2001. Additionally, approximately $91.5 million of other exit
costs were non-cash charges utilized during fiscal 2001. The remaining $95.3
million is classified in accrued liabilities as of March 31, 2001 and are
expected to be substantially paid out within one year from the commitment dates
of the respective exit plans, except for certain long-term contractual
obligations.

The direct transaction costs include approximately $64.3 million of costs
primarily related to investment banking and financial advisory fees as well as
legal and accounting costs associated with the merger transactions. Other direct
transaction costs which totaled approximately $38.1 million were mainly
comprised of accelerated debt prepayment expense, accelerated executive stock
compensation and benefit-related expenses. We paid approximately $70.9 million
of the direct transaction costs during fiscal 2001. Additionally, approximately
$28.2 million of the direct transaction costs were non-cash charges utilized
during fiscal 2001. The remaining $3.3 million is classified in accrued
liabilities as of March 31, 2001 and is expected to be substantially paid out in
the first quarter of fiscal 2002.

FISCAL 2000

In fiscal 2000, we recognized unusual pre-tax charges in the Americas
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business segment of $7.5 million related to the operations of Chatham, which
included severance and related charges of approximately $4.4 million and other
facility exit costs of approximately $3.1 million.

Additionally, unusual pre-tax charges in the Western Europe business
segment of $3.5 million were recorded in fiscal 2000, related to the Kyrel EMS
Oyj merger. The unusual charges consisted of a transfer tax of $1.7 million,
approximately $0.4 million of investment banking fees and approximately $1.4
million of legal and accounting fees.

FISCAL 1999

During fiscal 1999, we recognized unusual pre-tax charges in the Americas
business segment of approximately $79.3 million, substantially all of which
related to the operations of our wholly owned subsidiary, Orbit Semiconductor,
Inc. ("Orbit").

We decided to sell Orbit's 6-inch, 0.6 micron wafer fabrication facility
("Fab") and adopt a fabless manufacturing strategy to complement Orbit's design
and engineering services. The charges were primarily due to the impaired
recoverability of inventories, intangible assets and fixed assets, and other
costs associated with the exit of semiconductor manufacturing. The Fab was
ultimately sold in January 1999.

The components of the unusual charges recorded in fiscal 1999 are as
follows:

23
FIRST FOURTH

QUARTER QUARTER TOTAL

CHARGES CHARGES CHARGES
LTSN V2SSt o Lo Y S 498 $ 2,371 S 2,869
Long-lived asset impairment ........... 0t 38,257 16,538 54,795
Losses On Ssales CONLraCh S v vttt ittt et teeeeeeennnn 2,658 3,100 5,758
Incremental uncollectible accounts receivable ......... 900 - 900
Incremental sales returns and allowancCes ..........o.... 1,500 500 2,000
Inventory wWrite—dowWns ... ..ttt ittt ettt 5,500 250 5,750
Acquired in-process research and development .......... - 2,000 2,000
Other exit COSES it ittt ittt et et ettt e ettt eeeenenn 1,845 3,369 5,214
Total Unusual Pre-Tax Charges ........eeeeeeee.. $51,158 $28,128 $79,286

Of the total unusual pre-tax charges, approximately $2.9 million relates
to employee termination costs. As a result of the closure of the fabrication
facility, 460 employees were terminated. The terminations were completed and
related severance costs were fully paid out by the first quarter of fiscal 2000.

The unusual pre-tax charges include approximately $54.8 million for the
write-down of long-lived assets to fair value. Included in the long-lived asset
impairment are charges of $50.7 million related to the Fab which was written
down to its net realizable value based on its sales price. The impaired
long-lived assets consisted primarily of machinery and equipment of $43.4
million and building and improvements of $7.3 million. The long-lived asset
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impairment also includes the write-off of the remaining goodwill of $0.6
million. The remaining $3.5 million of asset impairment relates to the
write-down to net realizable value of a facility we exited during fiscal 1999.

We entered into certain non-cancelable sales contracts to provide
semiconductors to customers at fixed prices. Because we were obligated to
fulfill the terms of the agreements at selling prices which were not sufficient
to cover the cost to produce or acquire such products, a liability for losses on
sales contracts was recorded for the estimated future amount of such losses. The
unusual pre-tax charges include approximately $8.7 million for losses on sales
contracts, incremental amounts of uncollectible accounts receivable, and
estimated incremental costs for sales returns and allowances, all of which were
fully utilized by the end of fiscal 2000.

The unusual pre-tax charges also include approximately $10.9 million for
losses on inventory write-downs and other exit costs. We have written off and
disposed of approximately $5.8 million of inventory. The remaining $5.1 million
relates primarily to incremental costs and contractual obligations for items
such as lease termination costs, litigation, environmental clean-up costs, and
other exit costs incurred directly as a result of the exit plan, all of which
were paid out or non-cash charges utilized by the end of fiscal 2000.

The purchase price of Advanced Component Labs ("ACL") included in-process
research and development costs totaling $2.0 million which had not reached
technological feasibility and had no probable alternative future use.
Accordingly, we wrote-off $2.0 million of in-process research and development in
fiscal 1999.

Selling, General and Administrative Expenses

Selling, general and administrative expenses, or SG&A, for fiscal 2001
increased to $430.1 million from $320.0 million in fiscal 2000 but decreased as
a percentage of net sales to 3.6% in fiscal 2001 from 4.6% in fiscal 2000. SG&A
for fiscal 2000 increased to $320.0 million from $240.5 million in fiscal 1999
but decreased as a percentage of net sales to 4.6% in fiscal 2000 from 6.1% in
fiscal 1999. The dollar increase in SG&A for each fiscal year was primarily due
to our continued investment in infrastructure such as sales, marketing,
supply—-chain management and other related corporate and administrative expenses
as well as information systems necessary to support the expansion of our
business. The decline in SG&A as a percentage of each fiscal year's net sales
reflects our continued focus on controlling operating expenses relative to sales
growth and gross margin levels.

Goodwill and Intangible Assets Amortization

Goodwill and intangible assets amortization in fiscal 2001 increased to
$63.5 million from $41.3 million in fiscal 2000. This increase was directly the
result of the various acquisitions in fiscal 2001 which were accounted for as
purchase transactions, which primarily include Irish Express Cargo Ltd, Fico,
Inc. (United States), Li Xin Industries, Ltd. and Ojala Yhtyma Oy.

Goodwill and intangible assets amortization in fiscal 2000 increased to
$41.3 million from $29.2 million in fiscal 1999 primarily related to the

acquisition of ACL which was completed in late March 1999, and various business
acquisitions completed during fiscal 2000.
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Interest and Other Expense, Net
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Interest and other expense, net decreased to $67.1 million in fiscal 2001
from $69.9 million in fiscal 2000. The following table sets forth information
concerning the components of interest and other expense.

1999 2000
INtErest EXPENSE v ittt ittt ettt eeeeeeaneeeeeeeeeennnnns $ 61,430 S 84,198
Interest INCOME ..t i ittt ittt et ettt eneeaeeeneean (11,374) (22,681)
Foreign exchange (gain) 10SS ...ttt timeneeeeennnnn 3,543 2,128
Other (income) expense, Net . ...ttt ttneeeeeeeannns (1,365) 6,267
Total interest and other expense, net ....... $ 52,234 $ 69,912

Net interest expense increased to $103.0 million in fiscal 2001 from
$61.5 million in fiscal 2000. The increase was primarily attributable to the
interest expense associated with the approximately $645.0 million of senior
subordinated notes, consisting of $500.0 million of 9.875% notes and euros 150.0
million of 9.75% notes we issued in June 2000.

Net interest expense increased to $61.5 million in fiscal 2000 from $50.1
million in fiscal 1999. The increase was attributable to the increased bank
borrowings to finance our capital expenditures, expansion of various facilities
and industrial parks and purchases of manufacturing assets offset by increased
interest income from our deployment of equity offering proceeds in money market
funds and corporate debt securities. Fiscal 2000 net interest expense included
accelerated amortization of approximately $1.0 million in bank arrangement fees
associated with the termination of a credit facility.

In fiscal 2001, there was $4.0 million of foreign exchange gain compared
to foreign exchange loss of $2.1 million in fiscal 2000. The foreign exchange
gain generated in fiscal 2001 mainly relates to net non-functional currency
monetary liabilities in Singapore, Germany and Hungary. In fiscal 2000, there
was $2.1 million of foreign exchange loss compared to $3.5 million foreign
exchange loss in fiscal 1999. The foreign exchange loss in fiscal 2000 mainly
relates to net non-functional currency monetary liabilities in Austria, Finland
and Hungary.

Other (income) expense, net changed from $6.3 million of net other
expense in fiscal 2000 to $31.9 million of net other income in fiscal 2001
primarily due to realized gains on sales of marketable equity securities. The
other expense in fiscal 2000 was comprised mainly of a loss on disposal of fixed
assets in Hungary offset by compensation received in a settlement of a claim.

Provision for Income Taxes

Certain of our subsidiaries have, at various times, been granted tax
relief in their respective countries, resulting in lower income taxes than would
otherwise be the case under ordinary tax rates. See Note 7, "Income Taxes," of
the Notes to Consolidated Financial Statements included in Item 8, "Financial
Statements and Supplementary Data."

The consolidated effective tax rate for a particular year will vary
depending on the mix of earnings, operating loss carryforwards, income tax
credits, and changes in previously established valuation allowances for deferred
tax assets based upon management's current analysis of the realizability of
these deferred tax assets. Our consolidated effective tax rate was a 19% benefit
for fiscal year 2001 compared to a 13% provision for fiscal year 2000, however,
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excluding the unusual charges in fiscal 2001 the effective tax rate was 11%. The
slight decrease in the effective tax rate was due primarily to the expansion of
operations and increase in profitability in countries with lower tax rates. See
Item 1, "Business—-—-Risk Factors—--We are subject to the risk of increased income
taxes."

LIQUIDITY AND CAPITAL RESOURCES

At March 31, 2001 we had cash and cash equivalents balances totaling
$631.6 million, total bank and other debts amounting to $1.2 billion and $500.0
million available for borrowing under our credit facilities subject to
compliance with certain financial ratios. Our working capital increased to $1.9
billion at March 31, 2001 from $1.2 billion at March 31, 2000. Additionally, our
debt to equity ratio improved to 31% at March 31, 2001 from 49% at March 31,
2000.

Cash used in operating activities was $469.7 million and $34.4 million in
fiscal 2001 and 2000, respectively. In fiscal 1999, operating activities
provided cash amounting to $160.9 million. Operating activities used cash in
fiscal 2001 primarily as a result of significant increases in accounts
receivable and inventory, partially offset by an increase in accounts payable
combined with the $446.0 million net
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loss. Cash provided by operating activities decreased in fiscal 2000 from fiscal
1999 because of increases in accounts receivable, inventories and other current
assets, offset by increases in net income and accounts payable.

Accounts receivable, net of allowance for doubtful accounts, increased to
$1.7 billion at March 31, 2001 from $1.1 billion at March 31, 2000. The increase
in accounts receivable was primarily due to an increase of approximately 74% in
net sales in fiscal 2001.

Inventories increased to $1.8 billion at March 31, 2001 from $1.1 billion
at March 31, 2000. The increase in inventories was primarily the result of
increased purchases of materials to support our growing sales, combined with the
inventory acquired in connection with the manufacturing facility purchased
during the fourth quarter of fiscal 2001. Additionally, many of our customers
have experienced a slowdown in demand for their products since late 2000 which
in some cases has resulted in the deferral of purchases, thereby adversely
affecting our inventory levels at the end of our fiscal year.

Cash used in investing activities was $1.1 billion, $879.4 million and
$572.2 million in fiscal 2001, 2000 and 1999, respectively. Cash used in
investing activities in fiscal 2001 were primarily related to:

- $711.2 million of net capital expenditures to purchase equipment
and the continued expansion of our manufacturing facilities
worldwide, and specifically for our continued expansion of our
industrial park strategy with new parks in Gdansk, Poland, Sao
Paulo, Brazil and Nyiregyhaza, Hungary;

- $239.0 million for purchases of manufacturing facilities and
related asset purchases, comprised primarily of Bosch Telecom
GmbH's Denmark facility, Ascom's Switzerland facility and Siemens
Mobile's Italy and United States facilities;

- $54.4 million primarily for minority investment in the stocks of
various technology companies in software and related industries;
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and
- $158.9 million for acquisitions of businesses.

Additionally, we received proceeds of $46.9 million from the sale of
marketable securities of various technology companies.

Cash used in investing activities in fiscal 2000 were primarily related
to:

- $462.4 million of net capital expenditures to purchase equipment
and continued expansion of our manufacturing facilities in Brazil,
China, Hungary, Mexico, Sweden and United States;

- $249.8 million for acquisitions of manufacturing facilities and
assets, comprised primarily of Cabletton Systems Inc.'s New
Hampshire and Ireland facilities, Fujitsu Siemens Computer's
Germany facility, Ericsson Business Network's Sweden facility, ABB
Automation Product's Sweden facility and Ericsson AG's Austria
facility;

- $42.4 million for minority investment in the stocks of various
technology companies in software and related industries;

- $75.0 million of funding for a loan to another company, and;
- $85.7 million for acquisitions of businesses.

Additionally, we received proceeds of $35.9 million from the sale of
certain subsidiaries.

Cash provided by financing activities was $1.5 billion, $1.4 billion and
$501.8 million in fiscal 2001, 2000, and 1999, respectively. Cash provided by
financing activities in fiscal 2001 were primarily related to our completion of
two public stock offerings. In June 2000, we sold a total of 11.0 million
ordinary shares at a price of $35.63 per share resulting in net proceeds to us
of approximately $375.9 million. In July 2000, we sold an additional 1.65
million ordinary shares at a price of $35.63 per share resulting in net proceeds
of $55.7 million, which represented the overallotment option on the public stock
offering completed in June 2000. Also, in February 2001, we completed a public
stock offering of 27.0 million ordinary shares at a price of $37.94 per share
resulting in net proceeds of $990.1 million. Additionally, cash provided by
financing activities in fiscal 2001 resulted from:

- $1.4 billion of bank borrowings and long-term debt, which
primarily resulted from the issuance of approximately $645.0
million of senior subordinated notes, consisting of $500.0 million
of 9.875% notes and euros 150.0 million of 9.75% notes we issued
in June 2000;
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- $100.0 million of proceeds from an equity instrument issued to

Motorola;

- $78.5 million in proceeds from ordinary shares issued under our
stock plans.

Additionally, our financing activities used $1.5 billion for the
repayment of bank borrowings and long-term debt and $31.8 million for the
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repayment of capital lease obligations. The repayments of our bank borrowings
and long-term debt primarily resulted from the use of the proceeds from our
issuance of the senior notes in June 2000. See Note 4, "Bank Borrowings and
Long-Term Debt," of the Notes to Consolidated Financial Statements in Item 8,
"Financial Statements and Supplementary Data" for a description of our bank
credit facilities and long-term debt.

Cash provided by financing activities in fiscal 2000 was primarily
related to the completion of three public stock offerings. In February 2000, we
sold a total of 17.2 million ordinary shares at a price of $29.50 per share
resulting in net proceeds to us of approximately $494.2 million. In October
1999, we sold a total of 27.6 million ordinary shares at a price of $16.92 per
share resulting in net proceeds to us of approximately $448.9 million. In
addition, in October 1999, DII sold a total of 13.8 million shares of its common
stock in a public offering at a price of $16.50 per share, resulting in net
proceeds of approximately $215.7 million. Cash provided by financing activities
in fiscal 2000 also included:

- $181.5 million of net proceeds from bank borrowings, capital
leases, and long-term debts;

- $26.9 million in proceeds from ordinary shares issued under our
stock plans.

Additionally, we used cash of approximately $26.6 million for the payment
of dividends to former shareholders of acquired companies prior to their
acquisition by us.

In April 2001, we entered into a definitive agreement with Ericsson with
respect to our management of the operations of Ericsson's mobile telephone
operations. Operations under this arrangement commenced in the first quarter of
fiscal 2002. Under this agreement, we are to provide a substantial portion of
Ericsson's mobile phone requirements. In connection with this relationship, we
purchased certain equipment, inventory and other assets, and assumed certain
accrued expenses, from Ericsson at their net book value of approximately $450.0
million. Additionally, in the first quarter of fiscal 2002, we announced our
intentions to purchase the manufacturing facility and related assets from
Alcatel located in Laval, France. The estimated purchase price is subject to
final negotiations, due diligence and working capital levels at the time of
closing, but is not expected to be a material cash requirement.

We anticipate that our working capital requirements and capital
expenditures will continue to increase in order to support the anticipated
continued growth in our operations. In addition to our anticipated manufacturing
facilities and related asset purchases, we also anticipate incurring significant
capital expenditures and operating lease commitments in order to support our
anticipated expansions of our industrial parks in Brazil, China, Hungary, Mexico
and Poland as well as our regional manufacturing facilities in the Czech
Republic and Ireland. We intend to continue our acquisition strategy and it is
possible that future acquisitions may be significant and may require the payment
of cash. Future liquidity needs will also depend on fluctuations in levels of
inventory, the timing of expenditures by us on new equipment, the extent to
which we utilize operating leases for the new facilities and equipment, levels
of shipments and changes in volumes of customer orders.

Historically, we have funded our operations from the proceeds of public
offerings of equity securities and debt offerings, cash and cash equivalents
generated from operations, bank debt, sales of accounts receivable and capital
equipment lease financings. We believe that our existing cash balances, together
with anticipated cash flows from operations and borrowings available under our
credit facility will be sufficient to fund our operations through at least the
next twelve months. We anticipate that we will continue to enter into debt and
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equity financings, sales of accounts receivable and lease transactions to fund
our acquisitions and anticipated growth. Such financings and other transactions
may not be available on terms acceptable to us or at all. See Item 1,
"Business——-Risk Factors—-—-If we do not manage effectively the expansion of our
operations, our business may be harmed."

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
INTEREST RATE RISK

A portion of our exposure to market risk for changes in interest rates
relates to our investment portfolio. We do not use derivative financial
instruments in our investment portfolio. We place cash and cash equivalents wit
various major financial institutions and limit the amount of credit exposure to
the greater of 20% of the total investment portfolio or $10 million in any
single institution. We protect our
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invested principal funds by limiting default risk, market risk and reinvestment
risk. We mitigate default risk by investing in investment grade securities and
by constantly positioning the portfolio to respond appropriately to a reduction
in credit rating of any investment issuer, guarantor or depository to levels
below the credit ratings dictated by our investment policy. The portfolio
includes only marketable securities with active secondary or resale markets to
ensure portfolio liquidity. Maturities of short-term investments are timed,
whenever possible, to correspond with debt payments and capital investments. As
of March 31, 2001, the outstanding amount in the investment portfolio was $349.

h

8

million, comprised mainly of money market funds with an average return of 5.26%.

We also have exposure to interest rate risk with certain variable rate lines of
credit. These credit lines are located throughout the world and are based on a
spread over that country's inter-bank offering rate. We primarily enter into
debt obligations to support general corporate purposes including capital
expenditures, acquisitions and working capital needs. As of March 31, 2001, the
outstanding short-term debt, including capitalized leases was $325.7 million.
The following table presents principal cash flows and related weighted average
interest rates by expected maturity dates for debt obligations. The variable
interest rate for future years assumes the same rate as March 31, 2001. The
information is presented in U.S. dollar equivalents, which is our reporting
currency. The instruments' actual cash flows are denominated in both U.S.
dollars ($US) and Euro (E), as indicated in parentheses.

EXPECTED FISCAL YEAR OF MATURITY

(SUS EQUIVALENTS IN THOUSANDS)

Long-term Debt
Fixed Rate ($SUS) $ 280,833 $ 39.831 $ 13,996 $ 9,593
Average interest rate 6.33% 6.40% 6.41% 6.46%

Fixed Rate (E) - —— _ __
Average interest rate - - —— __

Variable Rate ($US) $ 17,219 $ 145 $ 145 $ 145

s 11,727
6.54%
s 145
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oe

7.4

oe

7.4

oe

Average interest rate 8.12% 7.4

FOREIGN CURRENCY EXCHANGE RISK

We transact business in various foreign countries. We manage our foreign
currency exposure by borrowing in various foreign currencies and by entering
into foreign exchange forward contracts only with respect to transaction
exposure. We try to maintain a fully hedged position for all certain, known
transaction exposures. These exposures are primarily, but not limited to,
revenues, vendor payments, accrued expenses and inter-company balances in
currencies other than the functional currency unit of the operating entity. We
will first evaluate and, to the extent possible, use non-financial techniques,
such as currency of invoice, leading and lagging payments, receivable management
or local borrowing to reduce transaction exposure before taking steps to
minimize remaining exposure with financial instruments. The credit risk of these
forward contracts is minimal since the contracts are with large financial
institutions. We hedge committed exposures and these forward contracts generally
do not subject us to risk of accounting losses. The gains and losses on forward
contracts generally offset the gains and losses on the asset, liabilities and
transactions hedged. Our off-balance sheet financial instruments consist of
$200.4 million of aggregate foreign currency forward contracts outstanding as of
March 31, 2001, of which over 70% will settle in Swedish Kroner. These foreign
exchange contracts expire in less than three months and will settle in Euro,
Swiss Franc, Swedish Kronor, British Pounds and United States dollar.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To Flextronics International Ltd.

We have audited the accompanying consolidated balance sheets of
Flextronics International Ltd. (a Singapore Company) and subsidiaries as of
March 31, 2000 and 2001 and the related consolidated statements of operations,
comprehensive income (loss), shareholders' equity and cash flows for each of the
three years in the period ended March 31, 2001. These financial statements and
the schedule referred to below are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial
statements and the schedule based on our audits. We did not audit the
consolidated balance sheet of The DII Group, Inc., a company acquired during
fiscal 2001 in a transaction accounted for as a pooling of interests, as of
January 2, 2000, and the related consolidated statements of operations,
shareholders' equity and cash flows for each of the two years in the period
ended January 2, 2000, as discussed in Note 11. Such statements are included in
the consolidated financial statements of Flextronics International Ltd. and
reflect total assets of 22% of the related consolidated total as of March 31,
2000, and reflect total revenues of 23% and 19% of the related consolidated
totals for the years ended March 31, 1999 and 2000, respectively. These
statements were audited by other auditors whose report has been furnished to us
and our opinion, insofar as it relates to amounts included for The DII Group,
Inc., is based solely upon the report of the other auditors.

We conducted our audits in accordance with auditing standards generally
accepted in the United States. Those standards require that we plan and perform
the audits to obtain reasonable assurance about whether the consolidated
financial statements are free of material misstatement. An audit includes

oe
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examining, on a test basis, evidence supporting the amounts and disclosures in
the consolidated financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our
audit and the report of other auditors provide a reasonable basis for our
opinion.

In our opinion, based on our audits and the report of other auditors, the
consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Flextronics International Ltd. and
subsidiaries as of March 31, 2000 and 2001, and the results of their operations
and their cash flows for each of the three years in the period ended March 31,
2001 in conformity with accounting principles generally accepted in the United
States.

Our audits and the report of other auditors were made for the purpose of
forming an opinion on the basic financial statements taken as a whole. The
schedule listed under Item 14 (a) 2 1is presented for the purpose of complying
with the Securities and Exchange Commission's rules and is not part of the basic
financial statements. This schedule has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our
opinion, fairly states in all material respects the financial data required to
be set forth therein in relation to the basic financial statements taken as a
whole.

ARTHUR ANDERSEN LLP

San Jose, California
April 20, 2001
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INDEPENDENT AUDITORS' REPORT

Board of Directors
The DII Group, Inc.

We have audited the consolidated balance sheet of The DII Group, Inc. and
Subsidiaries (the "Company") as of January 2, 2000, and the related consolidated
statements of operations, stockholders' equity and cash flows for each of the
two years in the period ended January 2, 2000 (none of which are presented
herein) . These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated
financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all
material respects, the financial position of the Company as of January 2, 2000
and the results of its operations and its cash flows for each of the two years
in the period ended January 2, 2000, in conformity with accounting principles
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generally accepted in the United States of America.
DELOITTE & TOUCHE LLP

Denver, Colorado

March 28, 2000
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FLEXTRONICS INTERNATIONAL LTD.

CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS)

ASSETS
CURRENT ASSETS:

Cash and cash equivalent s . ...ttt ittt ettt ettt eeeeeeeeeeaaeaaaenes

Accounts receivable, less allowance for doubtful accounts of $24,957 and
$44,419 as of March 31, 2000 and 2001, respecCtively ...iiiiiinnneeeeeennnnn
INVENLOTIES, NMEL i ittt ittt ettt et e ettt ettt ettt eeeeeeeeeeeeeeeeeeeeneeneeen
Ot her CUTTENt @SS S ittt ittt it e ettt ettt ettt eaeeeee et eneeeeeeeeaaeeaeens
Total CULTrENT ASSeE S v ittt ittt ittt e et ettt ettt eaeeeeeeeennaeens
Property, plant and equipment, Net .. ...ttt ittt ittt ettt eaeeeeeen
Goodwill and other intangibles, net . ...ttt ittt ettt ettt eaaeeeeeen
(O oL = = = = i
e o B = = =

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Bank borrowings and current portion of long-term debt ............... ... .. ...,
Current portion of capital lease obligations ........ ..ttt ennnnnennn
ACCOUNE S PaAYAD e ittt et e e e e e e e e e e e e e e e e e e
Other current liabilities ..ttt ittt ettt et ettt et te e eaeeeaeens
Deferred FEVENUE ..ttt ittt ittt ittt ettt tnnnaeeeeeeeeennnneeeeeeeennnnnneees
Total current liabilities ...ttt ittt ittt et eee et eeaeaans

Long-term debt, net of current POrtion . ...ttt ittt ettt ettt
Capital lease obligations, net of current portion ..........ciiiiiitiennnnnnnn
Other 1dabilities ittt et ettt ettt ettt

Commitments and contingencies
SHAREHOLDERS' EQUITY:

Ordinary shares, S$$.01 par value; authorized -- 1,500,000,000

shares; issued and outstanding - 411,596,229 and 481,531,339 as

of March 31, 2000 and 2001, respectively ...ttt ittt eeeeeeeeeeenns
Additional paid-—1n capital ...ttt ittt e e e e e e e e e e e
Retained earnings (deficit) ...ttt ittt ettt ettt ee et e eeeeeeeen

$

1,
1,

1,

747,049

057,949
142,594
275,152

323,732
390, 351
198,116

$

1,

1,

42

487,773
24,037
227,142
317,879
4,378

593,830
51,437
51,839

2,467
997,016
373,735
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Accumulated other comprehensive income (lOSS) v uv ittt im i ettt eeeeeeeeeeennenns 8,494
Deferred COmMPensSation ...ttt ittt e ettt et ee et eneeeeeeeeaaaeeeenas (5,084
Total shareholders' egUity ..ttt ittt it ettt e et eeeeeeeeaaanns 2,376,628
Total liabilities and shareholders' equUity . ...ttt eennnnns $ 5,134,943

The accompanying notes are an integral part of these consolidated financial
statements.
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FLEXTRONICS INTERNATIONAL LTD.

CONSOLIDATED STATEMENTS OF OPERATIONS
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

YEARS ENDED MARCH 31,

1999 2000
Nel SAlES v ittt ittt ettt ettt et eeeeeeaaaeeeeeeens $ 3,952,786 $ 6,959,122 $ 12
COST Of SAlES ittt ittt it it ettt e e ettt et e e 3,512,229 6,335,242 11
Unusual Charges ...ttt ittt et ettt eeeeeennnn 77,286 7,519
Gross profit . ... e e 363,271 616,361
Selling, general and administrative .............. 240,512 319,952
Goodwill and intangibles amortization ............ 29,156 41,326
UnusuUal Charges ..ttt ittt it ettt eeeeeeeenn 2,000 3,523
Interest and other expense, net ..............o... 52,234 69,912
Income (loss) before income taxes ...... 39,369 181,648
Provision for (benefit from) income taxes ........ (11, 634) 23,080
Net 1ncome (L1OSS) v vt ii it eeeeeeennnn S 51,003 S 158,568 S
Earnings (loss) per share:
= = I S 0.17 $ 0.44 $
Diluted .. e e e e et e S 0.17 $ 0.42 $
Shares used in computing per share amounts:
= = I 299,984 356,338
5 T N oY o 329,352 383,119

The accompanying notes are an integral part of these consolidated financial
statements.
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FLEXTRONICS INTERNATIONAL LTD.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(IN THOUSANDS)

YEARS
1999
NEt INCOME (LOSS) vt ittt ittt et ettt ettt et ettt ettt eeeeeeeeeeeneeanean $ 51,003
Other comprehensive income (loss):
Foreign currency translation adjustment, net of tax ............. .. ... ... (12,793)
Unrealized gain (loss) on available-for-sale securities, net of tax ..... ——
Comprehensive 1NCOmME (LOSS) vttt i it ittt neeeeeeeeeeeeeeeeeeneeeeeeeeannens $ 38,210

The accompanying notes are an integral part of these consolidated financial
statements.
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FLEXTRONICS INTERNATIONAL LTD.

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
FOR THE YEARS ENDED MARCH 31, 1999, 2000 AND 2001
(IN THOUSANDS)

ORDINARY SHARES

SHARES AMOUN

BALANCE AT MARCH 31, 1908 .ttt ittt ettt et et e et et et eaeeeaen 288,370 $ 1,
Issuance of ordinary shares for acquisitions ...........ciiiiieieennnn. 511
Issuance Of COmMMON StOCK & ittt ittt it ittt ettt ettt eeeeaeeeeeenens 4,144
Exercise 0f sStocCk OpLionsS ..ttt ittt ettt e et et ettt e 5,482
Ordinary shares issued under Employee Stock Purchase Plan ............. 2,957
Tax benefit on employee StoCk Plans ...ttt ittt tneeeeeeeenneeeens -
Sale of ordinary shares in public offering, net of offering costs ..... 21,600
Ordinary share repuUrChase .. ...ttt ittt ittt ettt e et e eaeeeeaneens (4,684)
Conversion of convertible NOLEsS ...ttt ittt ittt nnnn 2
Dividends paid to former shareholders .........iiiiiiiiiieneennnnnnneenn -
Deferred stock compensation .. ...ttt ittt eeaeaeaeeeens -
Amortization of deferred stock compensation ............0 ...t -
Nel dnCOmME .ttt et ettt ettt it i e e e e e -
Foreign currency translation ... ...ttt ittt ettt eeeeeeeeeeannns -

BALANCE AT MARCH 31, 1990 .ttt ittt ettt e e e e e et et e ieeeeaen 318,382 1,

Adjustment to conform fiscal year of pooled entity .................... -
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Impact of immaterial pooling of interests acquisitions ................ 1,847
Issuance Of COomMmMON StOCK & ittt ittt it et ettt et ettt eeeeeeaeeeneenens 2,448
Exercise 0f sStocCk OpLionSs ..ttt ittt ettt e et ettt et e 4,991
Ordinary shares issued under Employee Stock Purchase Plan ............. 2,118
Tax benefit on employee StoCk Plans ...ttt iiii ittt etneeeeeeeenneeeens -
Sale of ordinary shares in public offering, net of offering costs ..... 67,018
Conversion of convertible NOtesS ...ttt ittt ittt et ettt e e e eaeennn 14,792
Dividends paid to former shareholders .........iiiiiiiiieernnnnnnennns -
Deferred stock compensation .. ...ttt ittt eeanaeeeeeens -
Amortization of deferred stock compensation ............c .00t -
LS L I o Y ) 1= -
Change in unrealized gain (loss) on available for sale securities ..... ——
Foreign currency translation ... ...ttt ittt teeeeeeeeeneeeeeneens -
BALANCE AT MARCH 31, 2000 .ttt ittt ittt ettt ettt ettt et e e e eeeaeenaen 411,596 2,
Adjustment to conform fiscal year of pooled entities .................. 6,882
Impact of immaterial pooling of interests acquisitions ................ 728
Issuance of ordinary shares for acquisitions ........... .. 10,825
Exercise 0f sStocCk OpLionsS ..ttt ittt ettt e ettt ettt e 11,405
Ordinary shares issued under Employee Stock Purchase Plan ............. 445
Tax benefit on employee StoCk Plans ...ttt ittt ittt ttneeeeeeeenneeeens -
Sale of ordinary shares in public offering, net of offering costs ..... 39,650
Dividends paid to former shareholders .........iiiiiiiiiietennnnnnneenn -
Amortization of deferred stock compensation ............c ..., -
Issuance of equity instrument (Note 9) ...ttt tmeeeeeeeeannnn —=
LS L N -
Change in unrealized gain (loss) on available for sale securities ..... ——
Foreign currency translation ... ...ttt ittt eeeeeeeeeeaneeeeneens -
BALANCE AT MARCH 31, 2001 .ttt ittt ittt ettt ettt ettt e et a e e eeeaeenaen 481,531 $ 2,
ACCUMULATED
OTHER
COMPREHENSIVE DEFERR

INCOME (LOSS) COMPENSA

BALANCE AT MARCH 31, 1908 i ittt ittt ettt et eeeeeeeeeeneeeeeeeeaaens $ (17,600) S (12
Issuance of ordinary shares for acquisitions ...........ciiiiieieennnn. -
Issuance Oof common STOCK .ttt ittt ittt ittt et i -
Exercise 0f sStocCk OpLionSsS ..ttt ittt ittt et et e ettt -
Ordinary shares issued under Employee Stock Purchase Plan ............. -
Tax benefit on employee StoCKk Plans ...ttt ittt ittt ttneeeeeeeennneeens -
Sale of ordinary shares in public offering, net of offering costs ..... -
Ordinary share repuUrChase .. ...ttt ittt ittt ettt e et e eaeeeeaneens -
Conversion of convertible NOLEsS ...ttt ittt ittt nnnn -
Dividends paid to former shareholders .........iiiiiiiiiiereennnnneennn -
Deferred stock compensation .. ...ttt ettt eeaeaeeeeeens - 1
Amortization of deferred stock compensation ............c ..t - 2
LS L I o ¥ ) 1= -
Foreign currency translation ... ...ttt ittt eeeeeeeeneeeeeeeannns (14,538)
BALANCE AT MARCH 31, 1990 .ttt ittt it e et e e e e e et et e iaeeeaen (32,138) (9
Adjustment to conform fiscal year of pooled entity ............ ... ..... -
Impact of immaterial pooling of interests acquisitions ................ -
Issuance Oof common STOCK .ttt ittt ittt it ittt et -
Exercise 0f sStocCk OpLionS ..ttt ittt ettt e et e e ettt -
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Ordinary shares issued under Employee Stock Purchase Plan ............. -
Tax benefit on employee StoCk Plans ...ttt ittt ittt ttneeeeeeeenneeeens -
Sale of ordinary shares in public offering, net of offering costs ..... -
Conversion of convertible NOLEsS ...ttt ittt ettt nnnn -
Dividends paid to former shareholders .........iiiiiiiiiienenennneennnn -
Deferred stock compensation .. ...ttt ittt eeanaeeeeeens -

Amortization of deferred stock compensation ............c ...t - 4
LS L I o Y ) 1= -
Change in unrealized gain (loss) on available for sale securities ..... 59,704
Foreign currency translation ... ...ttt in ittt teeeeeeeeenneeeeneens (19,072)

BALANCE AT MARCH 31, 2000 ..ttt ittt ittt ettt ettt ettt et et e eeaeenaen 8,494 (5
Adjustment to conform fiscal year of pooled entities .................. (3,787)

Impact of immaterial pooling of interests acquisitions ................ -
Issuance of ordinary shares for acquisitions ..........c.iiiiiiiieeenn. -
Exercise 0f stocCk OpLionSs ..ttt ittt ettt e e ettt et e -
Ordinary shares issued under Employee Stock Purchase Plan ............. -
Tax benefit on employee StoCk Plans ...ttt iiii ittt eeeeeeeenneeeens -
Sale of ordinary shares in public offering, net of offering costs ..... -
Dividends paid to former shareholders ..........cciiiiiiiiiiiiiiiiennnnnn -

Amortization of deferred stock compensation ............c .00 iiiii.. - 5
Issuance of equity instrument (Note 9) ...ttt tteeeeeeeeannns —=
A LS A I = -
Change in unrealized gain (loss) on available for sale securities ..... (55,851)
Foreign currency translation ... ...ttt ittt teeeeeeeeenneeeeneens (55,382)
BALANCE AT MARCH 31, 2001 4t ittt ittt ettt ettt eeeeeeeeeeeeeeneeaeeenenan $ (106, 526) S

The accompanying notes are an integral part of these consolidated financial
statements.
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FLEXTRONICS INTERNATIONAL LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

CASH FLOWS FROM OPERATING ACTIVITIES:

NEt INCOME (LOSS) vt it ittt ettt ettt ettt ettt ettt eeeeeeeeeeenneenas S 51,003
Adjustments to reconcile net income (loss) to net cash provided

by (used in) operating activities:

Depreciation, amortization and impairment charges ...............0..... 180,153
Loss (gain) on sales of equipment . .......c.iiii it iineeeeeeennnnenneens (427)
Provision for doubtful acCoUNnt s ...ttt ittt ittt ettt te et eeeenns 1,149
Provision for Inventories ...ttt ittt ettt ettt et 7,624
Equity in earnings of associated companies ........c.ouiiiittennnnnennnn (2,529)
In-process research and development ... ...ttt it te et eenneeeeeeeannens 2,000
Gain on sales of subsidiaries and long-term investments ............... (67)
Amortization of deferred stock compensation ............c ..t 2,247
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Non-cash charge from issuance of equity instrument ....................

Minority interest expense and other non-cash unusual charges ..........

Changes in operating assets and liabilities, net of acquisitions:
Accounts recelvable ... et e e i e e e e
0 0 o i s =
Other current assel s ...ttt ittt ittt i ettt it i
Other current liabilities, including accounts payable ...............
Deferred FeVENUE ...ttt ittt ittt ittt ettt eennnneeeeeeeeeennnnneeeeens
Deferred INCOME LaAXES ittt ittt ettt tnnnneeeeeeeeeennnnneeeeens

Net cash provided by (used in) operating activities ............

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment, net of proceeds

from sale Of eqUIPMENET ... ittt ittt et e ettt et
Purchases of OEM facilities and related assets ...ttt eennnnsn
Proceeds from sales of subsidiaries and investments ...............coo...
Other investments and notes receivable ... ... ..ttt eeennnnn
Acquisitions of businesses, net of cash acquired ............ ...,
[ ol o L

Net cash used in investing activities ........c.c.iiiiiiinnnn..

CASH FLOWS FROM FINANCING ACTIVITIES:
Bank borrowings and proceeds from long-term debt ............ ... . ...
Repayments of bank borrowings and long-term debt ................ . ...
Repayments of capital lease obligations . ... ..t iiiiiii ittt eeeeeeeennnnn
Dividends paid to former shareholders ........i.iiiiiiiiietenneeeeeeeannns
Proceeds from exercise of stock options and Employee Stock

L et o= = = = o
Net proceeds from issuance of common StoCK . ...ttt eennnnnns
Net proceeds from sale of ordinary shares in public offering ............
Proceeds from issuance of equity instrument ............iiiiiiiiitreennnnn
Payments to acquire treasury sStoCk ... ...ttt ittt e e
[ o

Net cash provided by financing activities ............. ..
Effect on cash from:
Exchange rate Changes . ...ttt ittt ittt ettt eeeee et eaaeeeeneens

Adjustment to conform fiscal year of pooled entities .................

Net increase (decrease) in cash and cash equivalents ....................
Cash and cash equivalents, beginning of year ..........iiiiiiiiienennnns.

Cash and cash equivalents, end Of VeaAr ..ttt ittt ittt it eteeeeeeeeannns

The accompanying notes are an integral part of these consolidated financial

statements.
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FLEXTRONICS INTERNATIONAL LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2001

11,553

(180,873)
(112,381)
(30,848)
253,645

314
(21, 681)

(322,185)
(104, 900)

(15,250)
(130,441)
572

497,188
(178,872)
(19,337)
(9,227)

18,723

23,621
194,000

(24,335)

84,567
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1. ORGANIZATION OF THE COMPANY

Flextronics International Ltd. ("Flextronics" or the "Company") was
incorporated in the Republic of Singapore in May 1990. Flextronics provides
electronics manufacturing services to original equipment manufacturers, or OEMs,
primarily in the telecommunications, networking, consumer electronics and
computer industries. The Company provides a network of design, engineering and
manufacturing operations in 27 countries across four continents. Flextronics
provides customers with the opportunity to outsource on a global basis, a
complete product where the Company takes responsibility for engineering, new
product introduction and implementation, manufacturing, supply chain management
and logistics management. The Company provides complete product design and
technology services; logistics services, such as materials procurement,
inventory management, vendor management, packaging and distribution; and
automation of key components of the supply chain through advanced information
technologies.

2. SUMMARY OF ACCOUNTING POLICIES
Principles of consolidation and basis of presentation

All dollar amounts included in the financial statements are expressed in
U.S. dollars unless otherwise designated as Singapore dollars (S$) or Euro.

The accompanying consolidated financial statements include the accounts
of Flextronics and its wholly and majority-owned subsidiaries, after elimination
of all significant intercompany accounts and transactions.

In the current fiscal year, Flextronics acquired 100% of the outstanding
shares of The DII Group, Inc. ("DII"), Lightning Metal Specialties and related
entities ("Lightning"), Chatham Technologies, Inc. ("Chatham"), Palo Alto
Products International Pte. Ltd. ("Palo Alto Products International") and JIT
Holdings Ltd. ("JIT"). These acquisitions were accounted for as pooling of
interests and the consolidated financial statements have been prepared to give
retroactive effect to the mergers.

DII, Lightning and Chatham operated under a different fiscal year end
than Flextronics prior to the respective mergers. However, starting in fiscal
2001, DII, Lightning and Chatham changed their respective year ends to conform
to the Company's March 31 year end. Accordingly, DII's and Lightning's
operations for the three months ended March 31, 2000, and Chatham's operations
for the six months ended March 31, 2000, have been excluded from the
consolidated results of operations for fiscal 2001 and reported as an adjustment
to retained earnings. Palo Alto Products International and JIT operated under
the same fiscal year end as Flextronics, and as such, no alignment of fiscal
year ends was required. See Note 11, "Business Combinations," for further
details on the respective pooling of interests transactions.

36

A reconciliation of results of operations previously reported by the
separate companies and the combined amounts presented in the financial
statements are summarized below (in thousands) .

YEARS ENDED MARCH 31,
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Net sales:

FlextronicCs ittt it ee et e eeeeeenn $ 2,233,208 $ 4,307,193
5 0 925,543 1,339,943
Lightning .. viiii ittt i it e ieeeens 124,795 269,258
Chatham . ... ..ttt ittt i ieaeeens 206,736 376,997
Palo Alto Products International ..... 95,519 95,458
Tl ittt e e e e e ettt et e e 368,229 573,132
Intercompany elimination ............. (1,244) (2,859)
As restated . ...t e e $ 3,952,786 $ 6,959,122

Net income (loss):

FlextroniCs ittt ittt e et eeeeenn S 60,883 S 120,915
15 0 (17,032) 58,382
Lightning .. viiii ittt ettt i e i eeeeens 5,051 3,461
Chatham ...... ittt ittt (15,321) (41,711)
Palo Alto Products International ..... 4,949 2,148
Tl ittt e e e e ettt ettt e e 12,473 15,373
As restated ...t e e S 51,003 S 158,568

Reclassifications

Certain prior years' balances have been reclassified to conform to the
current year's presentation.

Translation of Foreign Currencies

The functional currency of the majority of Flextronics' Asian
subsidiaries and certain other subsidiaries is the U.S. dollar. Accordingly, all
of the monetary assets and liabilities of these subsidiaries are translated into
U.S. dollars at the current exchange rate as of the applicable balance sheet
date, and all non-monetary assets and liabilities are remeasured at historical
rates. Revenues and expenses are translated at the average exchange rate
prevailing during the period. Gains and losses resulting from the translation of
these subsidiaries' financial statements are included in the accompanying
consolidated statements of operations.

The financial position and results of operations of the Company's Danish,
certain Italian, Norwegian, Polish, Swiss and UK subsidiaries are measured using
their respective local currencies as the functional currency. Accordingly, for
these subsidiaries all assets and liabilities are translated into U.S. dollars
at current exchange rates as of the respective balance sheet date. Revenue and
expense items are translated at the average exchange rates prevailing during the
period. Cumulative translation gains and losses from the translation of these
subsidiaries' financial statements are reported as a separate component of
shareholders' equity. The Company's Finnish, French, German and certain Italian
subsidiaries have adopted the Euro as their functional currency.

Cash, Cash Equivalents and Investments

All highly liquid investments with a maturity of three months or less at
date of purchase are carried at fair market value and considered to be cash
equivalents. Cash and cash equivalents consist of cash deposited in checking and

money market accounts, corporate debt securities and certificates of deposit.

The Company's short-term investments comprise of public corporate equity
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securities and are included within Other Current Assets in the Company's
consolidated balance sheets and carried at fair market value. All investments
are generally held in the Company's name and custodied with major financial
institutions. The specific identification method is used to determine the cost
of securities disposed of, with realized gains and losses reflected in other
income and expense. At March 31, 2001, all of the Company's short-term
investments were classified as available-for-sale. Unrealized holding gains and
losses on these investments are included as a separate component of
shareholders' equity, net of any related tax effect.

37

Cash equivalents and short-term investments consist of the following (in
thousands) :

MARCH 31, 2001

GROSS GROSS ESTIM
AMORTIZED UNREALIZED UNREALIZED FAT
COST GAINS LOSSES VAL
Money market funds .........cuiiiiiiiinnnnn. $344,499 $ - $ - $344

Certificates of deposits ......c.ciiiiiinn.. 272 - -
Corporate debt securities ................... 5,264 - - 5
Corporate equity securities ................. 1,622 3,853 - 5
$351,657 $ 3,853 $ - $355
Included in cash and cash equivalents ....... $350,035 $ - $ - $350
Included in other current assets ............ 1,622 3,853 - 5
$351,657 $ 3,853 $ - $355

MARCH 31, 2000

GROSS GROSS ESTIM
AMORTIZED UNREALIZED UNREALIZED FAT
COST GAINS LOSSES VAL
Money market funds .........ciitiiiiiinnnnn. $236,342 S - $ - $236
Certificates of deposits ......ccoiiiiinn.. 36,775 - - 36
Corporate debt securities ................... 282,781 - - 282
Corporate equity securities ................. 19,660 59,704 - 79
$575,558 $ 59,704 $ - $635
Included in cash and cash equivalents ....... 555,898 - - 555
Included in other current assets ............ 19,660 59,704 —— 79
$575,558 $ 59,704 $ - $635
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During fiscal year 2001, net gains realized on the sale of marketable
equity securities amounted to approximately $33.4 million. There were no sales
activities for the fiscal year ended March 31, 2000. The Company also has
certain investments in non-publicly traded companies. These investments are
included within Other Assets in the Company's consolidated balance sheet and are
carried at cost. The Company monitors these investments for impairment and makes
appropriate reductions in carrying values when necessary. During fiscal 2001,
the Company recorded an unusual charge of $9.5 million for impairment of its
investments in certain technology companies. See Note 9, "Unusual Charges" for
further discussion.

Property, plant and equipment

Property, plant and equipment is stated at cost. Depreciation and
amortization are provided on a straight-line basis over the estimated useful
lives of the related assets (one to thirty years), with the exception of
building leasehold improvements, which are amortized over the life of the lease,
if shorter. Repairs and maintenance costs are expensed as incurred. Property,
plant and equipment was comprised of the following as of March 31 (in
thousands) :

2000 2001
Machinery and equipment ..........oeeeenennnnnn. $ 927,294 $ 1,209,422
= B 0 o 5 e = 418,332 596,070
Leasehold improvements .........eeueeieeeeennnnn 55,834 168, 764
Computer equipment and software ............... 74,412 167,115
Furniture, fixtures and vehicles .............. 79,397 216,818
Other, including land .........euiiiiieeeennnnn 119,677 88,901

1,674,946 2,447,090
Accumulated depreciation and amortization ..... (351,214) (618,649)
Property, plant and equipment, net ............ $ 1,323,732 $ 1,828,441

Concentration of credit risk

Financial instruments, which potentially subject the Company to
concentrations of credit risk, are primarily accounts receivable, cash
equivalents and investments. The Company performs ongoing credit evaluations of
its customers' financial condition and maintains an allowance for doubtful
accounts based on the outcome of its credit evaluations. The Company maintains
cash and cash equivalents with various financial institutions that management
believes to be of high credit quality. These financial institutions are located
in many different locations throughout the world.

38

No customer accounted for more than 10% of net sales in fiscal 1999 and
fiscal 2001. In fiscal 2000, Ericsson accounted for approximately 12% of net
sales. We have increasingly focused on sales to larger companies and to
customers in the telecommunications, networking, consumer electronics and
computer industries. In fiscal 2001, our ten largest customers accounted for
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approximately 59% of our net sales.
Goodwill and other intangibles

Any excess of cost over net assets acquired (goodwill) is amortized by
the straight-line method over estimated lives generally ranging from two to
fifteen years.

Intangible assets are comprised of technical agreements, patents,
trademarks, developed technologies and other acquired intangible assets
including assembled work forces, favorable leases and customer lists. Technical
agreements are being amortized on a straight-line basis over periods of up to
five years. Patents and trademarks are being amortized on a straight-line basis
over periods of up to 5 years. Purchased developed technologies are being
amortized on a straight-line basis over periods of up to seven years. Intangible
assets related to assembled work forces, favorable leases and customer lists are
amortized on a straight-line basis over three to ten years.

Goodwill and other intangibles were as follows as of March 31 (in
thousands) :

2000 2001
GOoOodWI Ll ittt e e e e e e S 420,494 $ 1,060,712
Other intangibles ........iiiiiiinee... 55,397 79,730

475,891 1,140,442
Accumulated amortization ................. (85,540) (157,058)
Goodwill and other intangibles, net ...... S 390,351 $ 983,384

Long-lived assets

The Company reviews long-lived assets for impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not
be recoverable. Recoverability of property and equipment is measured by
comparison of its carrying amount, including the unamortized portion of goodwill
allocated to the property and equipment, to future net cash flows the property
and equipment are expected to generate. If such assets are considered to be
impaired, the impairment to be recognized is measured by the amount by which the
carrying amount of the property and equipment, including the allocated goodwill,
if any, exceeds its fair market value. The Company assesses the recoverability
of enterprise level goodwill and intangible assets as well as long-lived assets
by determining whether the unamortized balances can be recovered through
undiscounted future results of the operation or asset. The amount of enterprise
level long lived asset impairment, if any, is measured based on projected
discounted future results using a discount rate reflecting the Company's average
cost of funds. The Company's adjustments to the carrying value of its long-lived
assets are discussed in Note 9, "Unusual Charges."

Use of estimates

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
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reporting period. Actual results could differ from those estimates.
Inventories

Inventories are stated at the lower of cost (first-in, first-out basis)
or market value. Cost is comprised of direct materials, labor and overhead. As
of March 31, the components of inventories, net of applicable reserves, were as
follows (in thousands) :

2000 2001
Raw materials ............. $ 820,070 $1,346,427
Work—-in-process ........... 207,474 301,875
Finished goods ............ 115,050 138,753
$1,142,594 $1,787,055
39

Other current liabilities

Other current liabilities were comprised of the following as of March 31
(in thousands) :

2000 2001

Tncome taxes Payable . ...ttt ittt ettt e e e $ 26,108 $ 33,777
Accrued PayroOll ..t e e e e e et 112,035 182,217
Sales taxes and other taxes payable .......... ... ... 19,600 20,797
Accrued expenses for unusual charges (see Note 9) ...... 931 170,384
Other accrued liabilities ...ttt eeetneennnnn 159,205 323,071

$317,879 $730,246
Revenue recognition

In December 1999, the Securities and Exchange Commission ("SEC") issued

Staff Accounting Bulletin No. 101 ("SAB 101"), "Revenue Recognition in Financial
Statements." SAB 101 provides guidance on applying generally accepted accounting

principles to revenue recognition issues in financial statements. The Company
adopted SAB 101 as required in the fourth quarter of fiscal 2001 and the
adoption of SAB 101 did not have a material impact on the Company's consolidated
financial statements.

The Company's net sales are primarily comprised of manufacturing
services. Our manufacturing services include the fabrication and assembly of
plastic and metal enclosures, printed circuit boards or PCBs, backplanes and the
assembly of complete systems and products. In addition, through our photonics
division, we manufacture and assemble photonics components and integrate them
into PCB assemblies and other systems. Throughout the production process, we
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offer other services including design and technology services; logistics
services, such as materials procurement, inventory management, vendor
management, packaging and distribution; and automation of key components of the
supply chain through advanced information technologies. In addition, we have
added other after-market services such as network installation.

Revenue from manufacturing services is generally recognized upon shipment
of the manufactured product. Other services revenues, which include design,
logistics and network installation, are recognized as the services are
performed.

Interest and other expense, net

Interest and other expense, net was comprised of the following for the
years ended March 31 (in thousands) :

1999 2000
INEErest EXPENSE vttt it ittt ettt eeeeeaneeeeeeeeenennnns $ 61,430 S 84,198
Interest INCOME ..t ittt ittt ittt ettt ettt eneaeeeneean (11,374) (22,681)
Foreign exchange (gain) 10SS ... uiiii it ttneneeeeennnnn 3,543 2,128
Other (income) expense, Net . ...ttt ttneeeeeeennnnn (1,365) 6,267
Total interest and other expense, net ....... $ 52,234 $ 69,912

Earnings Per Share

Basic earnings per share is computed using the weighted average number of
ordinary shares outstanding during the applicable periods.

Diluted earnings per share is computed using the weighted average number
of ordinary shares and dilutive ordinary share equivalents outstanding during
the applicable periods. Ordinary share equivalents include ordinary shares
issuable upon the exercise of stock options and other equity instruments, and
are computed using the treasury stock method.

Earnings per share data were computed as follows for the years ended
March 31 (in thousands, except per share amounts):

1999
BASIC EARNINGS (LOSS) PER SHARE:
NEt INCOME (LOSS) vt ittt ittt et ettt ettt et ettt ettt eeeeeeeeeeeneeanean $ 51,003
Shares used in computation:
Weighted-average ordinary shares outstanding ...........ciiiiiiiiien 299,984

40
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Basic earnings (loSS) Per Share ..ttt ittt ittt ettt et eeeeeeeeeeanenn

DILUTED EARNINGS (LOSS) PER SHARE:
Net INCOME (108 S) vttt ittt e e e et ettt e ettt ettt ettt ettt ee e

Plus income impact of assumed conversions:

Interest expense (net of tax) on convertible subordinated notes ........
Amortization (net of tax) of debt issuance costs on convertible
sUboOrdinated NOLES it ittt ittt et e e ettt ettt e

Net income (loss) available to shareholders ...... ittt teteeennnnn

Shares used in computation:

Weighted-average ordinary shares outstanding ............iiiiiiineenn..
Shares applicable to exercise of dilutive options(l) (2) ......ieieeee...
Shares applicable to deferred stock compensation .............cciieie...
Shares applicable to convertible subordinated notes .............c.......

Shares applicable to diluted earnings . ... ...ttt tneeeeeeeeannnn

Diluted earnings (lOSS) PEr Share . ittt ittt ittt ettt et eeeeeeeeeeeanenn

Stock options of the Company calculated based on the treasury stock
method using average market price for the period, if dilutive. Options to
purchase 1,591,596 and 961,436 shares outstanding during the fiscal years
ended March 31, 1999 and March 31, 2000, respectively, were excluded from
the computation of diluted earnings per share because the options'
exercise price was greater than the average market price of the Company's
ordinary shares during those fiscal years.

The ordinary share equivalents from stock options and other equity
instruments were antidilutive for the fiscal year ended March 31, 2001,
and therefore not assumed to be converted for diluted earnings per share
computation.

New Accounting Pronouncements

In June 1998, the Financial Accounting Standards Board issued Statement

of Financial Accounting Standards No. 133, "Accounting for Derivative
Instruments and Hedging Activities," ("SFAS No. 133") which establishes
accounting and reporting standards for derivative instruments, including certain
derivative instruments embedded in other contracts and for hedging activities.
It requires that companies recognize all derivatives as either assets or
liabilities in the statement of financial position and measure those instruments
at fair value. The Company adopted SFAS No. 133 effective April 2001 and the
adoption will not have a material impact on its consolidated financial
statements.

3.

SUPPLEMENTAL CASH FLOW DISCLOSURES

The following information relates to fiscal years ended March 31 (in

thousands) :

299,984
14,174
432
14,762
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Cash paid for:
LI 0 o ot S = $ 42,513
TN COME L AXE S vttt ettt e ot et e et eeteeeeeeeeeeeeeeeeenseeeeeeneeaenens 16,846
Non-cash investing and financing activities:

Equipment acquired under capital lease obligations ............... 50,843
Conversion of convertible notes to common stock .................. -
Issuances of ordinary shares for purchases of OEM assets ......... -
Issuances of ordinary shares for acquisitions of businesses ...... 4,801

4. BANK BORROWINGS AND LONG-TERM DEBT

In June 2000, the Company issued approximately $645.0 million of senior
subordinated notes, consisting of $500.0 million of 9.875% notes and euros 150.0
million of 9.75% notes. Interest is payable on July 1 and January 1 of each
year, commencing January 1, 2001. The notes mature on July 1, 2010. The Company
may redeem the notes on or after July 1, 2005. The fair value of the 9.875%
senior subordinated notes and the 9.75% euro senior subordinated notes based on
broker trading prices was 96.5% and 99.0% of the face value on March 31, 2001,
respectively.
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Additionally, the Company has $150.0 million in unsecured senior
subordinated notes due in 2007 outstanding with an annual interest rate of
8.75%. Interest is payable on April 15 and October 15 of each year. The notes
mature on October 15, 2007. The fair value of the unsecured senior subordinated
notes based on broker trading prices was 93.5% of the face value on March 31,
2001.

The indentures relating to the notes contain certain covenants that,
among other things, limit the ability of the Company and certain of its
subsidiaries to (i) incur additional debt, (ii) issue or sell stock of certain
subsidiaries, (iii) engage in asset sales, and (iv) make distributions or pay
dividends. The covenants are subject to a number of significant exceptions and
limitations.

In April 2000, the Company replaced its existing credit facilities, with
a $500.0 million Revolving Credit Facility ("Credit Facility") with a syndicate
of domestic and foreign banks. The Credit Facility consisted of two separate
credit agreements, one providing for up to $150.0 million principal amount of
revolving credit loans to the Company and designated subsidiaries ("Tranche A")
and one providing for up to $350.0 million principal amount of revolving credit
loans to the Company's principal United States subsidiaries ("Tranche B"). Both
Tranche A and Tranche B are split equally between a 364 day and a three year
facility. Borrowings under the Credit Facility bear interest, at the Company's
option, at either: (i) the base rate (as defined in the Credit Facility); or
(ii) the LIBOR rate (as defined in the Credit Facility) plus the applicable
margin for LIBOR loans ranging between 0.625% and 1.75%, based on certain
financial ratios of the Company. The Company is required to pay a quarterly
commitment fee ranging from 0.15% to 0.375% per annum, based on certain
financial ratios of the Company, of the unutilized portion of the Credit
Facility. The Credit Facility was amended on April 3, 2001 to provide for an
additional 364 day facility with similar terms and conditions.

The Credit Facility is unsecured, and contains certain restrictions on
the Company's ability to (i) incur certain debt, (ii) make certain investments
and (iii) make certain acquisitions of other entities. The Credit Facility also
requires that the Company maintain certain financial covenants, including, among
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other things, a maximum ratio of total indebtedness to EBITDA (earnings before
interest, taxes, depreciation, and amortization) and a minimum ratio of fixed
charge coverage, as defined, during the term of the Credit Facility. Borrowings
under the Credit Facility are guaranteed by the Company and certain of its
subsidiaries. As of March 31, 2001, there were no borrowings outstanding under
the Credit Facility and the Company was in compliance with its covenants

Certain subsidiaries of the Company have various lines of credit
available with annual interest rates generally ranging from 3.1% to 7.8%. These
lines of credit expire on various dates through 2002. The Company also has term
loans with annual interest rates generally below 8.0% with terms of up to 15
years. These lines of credit and term loans are primarily secured by assignment
of account receivables and assets.

The Company has financed the purchase of certain facilities with
mortgages. The mortgages generally have terms of up to 10 years and annual
interest rates ranging from 5.0% to 9.0% and are secured by the underlying
properties with a net book value of approximately $63.4 million at March 31,
2001.

Bank borrowings and long-term debt was comprised of the following at
March 31 (in thousands) :

2000 2001
Senior subordinated notes ............. S 300,000 S 779,596
Credit facilities ..., 433,849 -
Outstanding under lines of credit ..... 116,624 219,579
1YL 3wl 1= X £ = 23,550 43,340
Term loans and other debt ............. 207,580 135,062
1,081,603 1,177,577
Current portion ............. (487,773) (298, 052)
Non-current portion ......... S 593,830 S 879,525

Maturities for the bank borrowings and other long-term debt are as
follows for the years ended March 31 (in thousands) :

2002 i e e e e $ 298,052
2003 i e e e e e 39,976
2004 .. e e e e e 14,141
2005 i e e e e e 9,738
2006 it e e e e 11,872
Thereafter ........cciiiiiiio.. 803,798
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5. FINANCIAL INSTRUMENTS
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The value of the Company's cash and cash equivalents, investments, accounts
receivable and accounts payable carrying amount approximates fair value. The
fair value of the Company's long-term debt (see Note 4, "Bank Borrowings and
Long-Term Debt") 1is determined based on current broker trading prices. The
Company's cash equivalents are comprised of cash deposited in money market
accounts, corporate debt securities and certificates of deposit (see Note 2,
"Summary of Accounting Policies"). The Company's investment policy limits the
amount of credit exposure to 20% of the total investment portfolio in any single
issuer.

The Company enters into forward exchange contracts to hedge underlying
transactional currency exposures and does not engage in foreign currency
speculation. The credit risk of these forward contracts is minimal since the
contracts are with large financial institutions. The Company hedges committed
exposures and these forward contracts generally do not subject the Company to
risk of accounting losses. The gains and losses on forward contracts generally
offset the gains and losses on the asset, liabilities and transactions hedged.
The Company's off-balance sheet financial instruments consist of $61.1 million
and $200.4 million of aggregate foreign currency forward contracts outstanding
at the end of fiscal year 2000 and 2001, respectively. These foreign exchange
contracts expire in less than three months and will settle in Euro, Swiss Franc,
Swedish Kronor, British Pound and United States dollar.

6. COMMITMENTS AND CONTINGENCIES

As of March 31, 2000 and 2001, the Company has financed a total of $77.6
million and $142.8 million, respectively in machinery and equipment purchases
with capital leases. Accumulated amortization for property and equipment under
capital leases totaled $26.8 million and $61.2 million at March 31, 2000 and
2001, respectively. These capital leases have interest rates ranging from 1.8%
to 14.6%. The Company also leases certain of its facilities under non-cancelable
operating leases. The capital and operating leases expire in various years
through 2007 and require the following minimum lease payments for the years
ended March 31 (in thousands) :

CAPITAL OPERATING
2002 i e e e e e e e e e e e $ 31,354 $117,171
2008 i e e e e e e e e 20,859 101,714
2004 e e e e e e e 14,069 70,801
200D i e e e e e e e e 3,177 35,463
2006 i e e e e e e e e e e 1,359 16,456
Thereafter ..ottt it e et et e et ettt et 400 16,848
Minimum lease payments . ...ttt inneeeeeeeannnn 71,218 $358,453
Amount representing interest ............. . 0. (5,828)
Present value of minimum lease payments ......... 65,390
Current pPOrtion ... ..ttt e e e e (27,602)
Capital lease obligations, net of current portion $ 37,788

Total rent expense was $28.7 million, $50.7 million and $78.7 million for
the years ended March 31, 1999, 2000 and 2001, respectively.
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We are party to various legal proceedings that arise in the normal course
of business. In the opinion of management, the ultimate disposition of these
proceedings will not have a material adverse effect on our consolidated
financial position, liquidity or results of operations.

7. INCOME TAXES

The domestic and foreign components of income (loss) before income taxes
were comprised of the following for the years ended March 31 (in thousands) :

1999 2000 2001
SINGAPOYE v vttt ettt et $ 4,912 $ 32,377 $(269,771)
Foreign .......iiiiiiiiinneen.. 34,457 149,271 (282,533)
Total .ot e $ 39,369 $ 181,648 $(552,304)
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The provision for (benefit from) income taxes consisted of the following
for the years ended March 31 (in thousands) :

1999 2000 2001

Current:
SINgAPOTE v vttt ettt $ 2,828 S 839 S 6,607
Forelgn ......ueeeeennnnenn. 7,755 35,406 27,170
10,583 36,245 33,777

Deferred:
Singapore . ...iii i 363 2,870 (2,206)
Forelgn ......eeeeennenenenn. (22,580) (16,035) (137,856)
(22,217) (13,165) (140,062)
$ (11,634) $ 23,080 $(106,285)

The Singapore statutory income tax rate was approximately 26.0% for each of
the years in the two year period ended March 31, 2000, and 24.5% for the one
year period ended March 31, 2001. The reconciliation of the income tax expense
(benefit) expected based on Singapore statutory income tax rates to the
provision for (benefit from) income taxes included in the consolidated
statements of operations for the years ended March 31 is as follows (in
thousands) :
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1999

Income taxes based on Singapore statutory rates ... $ 10,236
Effect of tax rate differential ................... (19,220)
Tax exempt 1NCOME . ...ttt ittt ittt eeeneennns (549)
Amortization of goodwill and other intangibles .... 3,350
Motorola unusual charge .........iuiiiiietennnnnnns -
MEIrger EXPENSES &ttt vt v i it eneeeneenneenaeenaeenans —=
Facility closure COStS ittt ittt it iiiieeeenn -
Change in valuation allowancCe .........ceeueeeeeenens. (2,827)
Tax credits and carryforwards .........eeeeeunenenen.. (1,166)
[ 1 w0 Sl (1,458)

Provision for (benefit from) income taxes $ (11,634)

The components of deferred income taxes are as follows as of March 31 (in

thousands) :

2000
Deferred tax liabilities:
Unremitted earnings of foreign subsidiaries ............ $ (2,766
Intangible asSSel S v ittt ittt ittt ettt ettt (10, 604
Fixed GSSeE S v ittt ittt ettt et et et et et e e e e e e e (34,922
[ 3wl o S (5,398
Total deferred tax liabilities ................. $ (53,690)
Deferred tax assets:
Fixed 8SSELS v ittt ittt it ittt et ettt e e $ -
Deferred compensation . ......iiiiin it teeeeeeeeennenns 6,057
Compensated abSENCEeS .o v ittt it ittt ettt e ettt eeaeeen 1,164
Provision for inventory obsolescence ...........ccovi... 10,867
Provision for doubtful accounts ..........iiiiiiinnenn. 5,625
Net operating loss carryforwards .....c..eeeeeeeennneenns 67,689
Federal and state credits ...i ittt ittt e tneeennnn 11,857
Uniform capitalization of inventory ...............oo. 4,493
UnusUal Charges i ittt ittt et ettt et eeeeeeeeeeaeenns -
[ 2 o1 o R 13,069
Total deferred tax assets ......iiiiiiiinnnnnn. 120,821
Valuation alloOWanCeS v ittt ittt ettt et et e eeeeeeaeeeeen (50,342)
Total deferred tax assets .....iiiiiiiiininnnnn. $ 70,479
Net deferred £axX ASSeL ..ttt ittt ittt ettt ettt $ 16,789
The net deferred tax asset is classified as follows:
Current asset (classified as Other Current Assets) ..... $ 18,338
Long-term asset (classified as Other Assets/Liabilities) (1,549
$ 16,789

133,860
11,414
2,523

292,533
(102,792)

$ 42,595

2000 2001
47,133 $(135,315)
(41, 984) (138,105)
(866) (8,790)
4,334 15,568
- 70,201

- 16,059

— 46,094
15,993 26,848
(4,800) —
3,270 1,155
23,080 $(106,285)
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A deferred tax asset arises from available tax loss carryforwards and
non-deductible accruals. The Company has total tax loss carryforwards of
approximately $400.0 million, a portion of which begin expiring in tax year
2010. The utilization of these tax loss deductions is limited to the future
operations of the Company in the tax jurisdictions in which such loss deductions
arose. As a result, management is uncertain as to when or whether these
operations will generate sufficient profit to realize the deferred tax asset
benefit. The valuation allowance provides a reserve against deferred tax assets
that may expire or go unutilized by the Company. However, management has
determined that it is more likely than not that the Company will realize certain
of these benefits and, accordingly, has recognized a deferred tax asset from
these benefits. The amount of deferred tax assets considered realizable,
however, could be reduced or increased in the near-term if facts, including the
amount of taxable income or the mix of taxable income between subsidiaries,
differ from management's estimates.

The Company does not provide for federal income taxes on the undistributed
earnings of its foreign subsidiaries as such earnings are not intended by
management to be repatriated in the foreseeable future. Determination of the
amount of the unrecognized deferred tax liability on these undistributed
earnings is not practicable.

The effective income tax rate is largely a function of the balance between
income from domestic and international operations, as well as certain tax
holidays and incentives granted to the Company and its subsidiaries in China,
Malaysia , Hungary and Czech Republic. These tax incentives and holidays expire
over various periods from 2002 to 2010 and are subject to certain conditions
with which the Company expects to comply. During the years ended March 31, 2001,
2000 and 1999, the aggregate amount of savings from tax holidays and similar
incentives and the associated earnings per share benefits were immaterial.

8. SHAREHOLDERS' EQUITY
Secondary offerings

During fiscal 1999, the Company completed an offering of its ordinary
shares. A total of 21,600,000 ordinary shares were sold, resulting in net
proceeds to the Company of $194.0 million.

During fiscal 2000, the Company completed three secondary offerings of its
ordinary shares. A total of 67,018,000 ordinary shares were sold, resulting in
net proceeds to the Company of approximately $1.2 billion.

During fiscal 2001, the Company completed two equity offerings of its
ordinary shares. A total of 39,650,000 ordinary shares were sold, resulting in
net proceeds to the Company of approximately $1.4 billion.

Stock splits

In fiscal 1999, the Company effected a 2:1 stock split. A distribution of
47,068,458 ordinary shares occurred on January 11, 1999. In fiscal 2000, the
Company effected a second 2:1 stock split. A distribution of 57,497,204 ordinary
shares occurred on December 22, 1999. In fiscal 2001, the Company effected
another 2:1 stock split. A distribution of 209,001,331 ordinary shares occurred
on October 16, 2000. Each of the stock splits was effected as a bonus issue (the
Singapore equivalent of a stock dividend). The Company has accounted for these
transactions as a stock split and all share and per share amounts have been
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retroactively restated to reflect all stock splits.
Strategic Alliance

On May 30, 2000, the Company entered into a strategic alliance for product
manufacturing with Motorola. This alliance provides incentives for Motorola to
purchase over $32.0 billion of products and services from us through December
31, 2005. The relationship is not exclusive and does not require that Motorola
purchase any specific volumes of products or services from the Company. The
Company's ability to achieve any of the anticipated benefits of this
relationship is subject to a number of risks, including its ability to provide
services on a competitive basis and to expand manufacturing resources, as well
as demand for Motorola's products. In connection with this strategic alliance,
Motorola paid $100.0 million for an equity instrument that entitles it to
acquire 22,000,000 Flextronics ordinary shares at any time through December 31,
2005 upon meeting targeted purchase levels or making additional payments to the
Company. The issuance of this equity instrument resulted in a one-time non-cash
charge equal to the excess of the fair value of the equity instrument issued
over the $100.0 million proceeds received. As a result, the one-time non-cash
charge amounted to approximately $286.5 million offset by a corresponding credit
to additional paid-in capital in the first quarter of fiscal 2001. During the
term of the strategic alliance, if Motorola meets targeted purchase levels, no
additional payments may be required by Motorola to
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acquire 22,000,000 Flextronics ordinary shares. However, there may be additional
non-cash charges of up to $300.0 million over the term of the strategic
alliance. (See Note 14, "Subsequent Events" for additional information on this
equity instrument.)

Stock-based compensation

The Company's 1993 Share Option Plan (the "Plan") provides for the grant of
up to 50,800,000 incentive stock options and non-statutory stock options to
employees and other qualified individuals to purchase ordinary shares of the
Company. As of March 31, 2001, the Company had 5,741,227 ordinary shares
available for future option grants under the Plan at an exercise price of not
less than 85% of the fair value of the underlying stock on the date of grant.
Options issued under the Plan generally vest over 4 years. Pursuant to an
amendment to the provisions relating to the term of options provided under the
Plan, options granted subsequent to October 1, 2000 expire 10 years from the
date of grant, rather than the five-year term previously provided.

The Company's 1997, 1998 and 1999 Interim Option Plans provide for grants
of up to 2,000,000, 3,144,000, and 5,200,000 stock options, respectively. These
plans provide grants of non-statutory stock options to employees and other
qualified individuals to purchase ordinary shares of the Company. Options under
these plans cannot be granted to executive officers and directors. As of March
31, 2001, the 1997, 1998 and 1999 Interim Option Plans had 490,594, 173,803 and
1,928,352 ordinary shares available for future option grants, respectively. All
Interim Option Plans have an exercise price of not less than 85% of fair market
value of the underlying stock on the date of grant. Options issued under these
plans generally vest over 4 years and expire 5 years from the date of grant.

The Company has assumed certain option plans and the underlying options of
companies which the Company has merged with or acquired (the "Assumed Plans").
Options under the Assumed Plans have been converted into the Company's options
and adjusted to effect the appropriate conversion ratio as specified by the
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applicable acquisition or merger agreement, but are otherwise administered in
accordance with the terms of the Assumed Plans. Options under the Assumed Plans
generally vest over 4 years and expire 10 years from the date of grant.

The following table presents the activity for options outstanding under all
of the stock option plans as of March 31 ("Price" reflects the weighted average
exercise price):

1999 2000

OPTIONS PRICE OPTIONS PRIC
Outstanding, beginning of year............c...... 28,281,584 $3.07 39,283,808 S 4.
Granted. v vttt it et e e e e e e e e 19,223,312 5.28 11,668,916 13.
Exercised. ..ottt e e e e (5,481,928) 2.15 (4,990,596) 3.
Forfeited. .. ..ot i i (2,739,160) 4.11 (1,108,356) 6.
Outstanding, end of yVear ... vttt eeeeennnnn 39,283,808 $4.25 44,853,772 S 7.
Exercisable, end 0f year......uuiiiieeeeennnnns 11,314,768 13,583,702
Weighted average fair value per option granted.. $ 3.30 S 7.44

The following table presents the composition of options outstanding and
exercisable as of March 31, 2001 ("Price" and "Life" reflect the weighted
average exercise price and weighted average contractual life unless otherwise
noted) :

RANGE OF OPTIONS OUTSTANDING OPTIONS EXERCISABLE

EXERCISE PRICES AMOUNT PRICE LIFE AMOUNT PRICE

$ 0.39 —- $ 4.05 9,686,954 $ 3.16 3.66 8,643,873 $ 3.08
4.12 —- 6.00 10,670,262 5.42 2.58 6,651,767 5.38
6.23 —-— 16.00 10,379,352 11.92 4.86 4,837,944 10.73
16.13 —- 25.00 12,824,248 23.22 7.53 644,517 21.49
25.03 —- 44 .12 3,674,615 32.82 4.42 286,907 29.25
Total, March 31, 2001 47,235,431 $13.35 4.79 21,065,008 $ 6.48

The Company's Employee Stock Purchase Plan (the "Purchase Plan") provides
for issuance of up to 2,400,000 ordinary shares. The Purchase Plan was approved
by the shareholders in October 1997. Under the Purchase Plan, employees may
purchase, on a periodic basis, a limited number of shares of common stock
through payroll deductions over a six-month period up to 10% of each
participant's compensation. The per share purchase price is 85% of the fair
market value of the stock at the beginning or end of the offering period,
whichever is lower. As of March 31, 2001, there are 1,444,133 ordinary shares
available for sale under this plan. The ordinary shares sold under this plan in
fiscal 1999, 2000 and 2001, amounted to 282,088, 278,808 and 445,47¢,
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respectively. The weighted-average fair value of ordinary shares sold under this
plan in fiscal 1999, 2000 and 2001 was $4.03, $8.69 and $20.00 per share,
respectively.
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In connection with the acquisition of DII, the Company assumed DII's
Employee Stock Purchase Plan ("DII's Purchase Plan"). The ordinary shares sold
under this plan in fiscal 1999 and 2000 amounted to 1,790,111 and 1,838,932,
respectively. The weighted average fair value of ordinary shares sold under the
DII Purchase Plan in fiscal 1999 and 2000 was $5.32 and $7.60 per share,
respectively. In addition, the Company also assumed DII's Non-Employee
Directors' Stock Compensation Plan. The ordinary shares sold under this plan in
fiscal 1999 and 2000 amounted to 28,526 and 17,871, respectively. The weighted
average fair value of ordinary shares sold under this plan in fiscal 1999 and
2000 was $6.07 and $10.41 per share, respectively. The Company discontinued
issuing ordinary shares under both plans in fiscal 2001.

The Company has elected to follow APB Opinion No. 25 "Accounting for Stock
Issued to Employees" and related interpretations in accounting for its employee
stock option plans and employee stock purchase plans and has adopted the
disclosure provisions of SFAS No. 123 "Accounting for Stock Based Compensation."
Because the exercise price of the Company's stock options has equaled the fair
value of the underlying stock on the date of grant, no compensation expense has
been recognized under APB Opinion No. 25. Had the compensation cost for the
Company's stock-based compensation plans been determined based on the fair
values of these options, the Company's fiscal 1999, 2000 and 2001 net income
(loss) and earnings (loss) per share would have been adjusted to the proforma
amounts indicated below:

YEARS ENDED MARCH 31,

1999 2000 2001

Net income (loss):

As reported ...t $ 51,003 S 158,568 S  (446,019)

Proforma .......oieeiieeeeennnnn 35,943 133,319 (596,494)
Basic earnings (loss) per share:

As reported ...t S 0.17 S 0.44 S (1.01)

Proforma . .v.ue ittt eeteeeenn 0.12 0.37 (1.35)
Diluted earnings (loss) per share:

As reported ... S 0.17 S 0.42 S (1.01)

Proforma . .v.u ettt e te e 0.12 0.35 (1.35)

In accordance with the disclosure provisions of SFAS No. 123, the fair
value of employee stock options granted during fiscal 1999, 2000 and 2001 was
estimated at the date of grant using the Black-Scholes model and the following
weighted average assumptions:

YEARS ENDED MARCH 31,
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1999 2000 2001
Volatility ..vvviiiiiiiiinnn. 58% 58% 62%
Risk-free interest rate range ..... 5.2% 6.2% 6.3%
Dividend yield .......c.oiiiiieennn.. % % %
Expected 1ives ...t iiiiiennnennnnn 3.5 yrs 3.5 yrs 3.6 yrs

Because SFAS No. 123 is applicable only to awards granted subsequent to
December 30, 1994, and due to the subjective nature of the assumptions used in
the Black-Scholes model, the pro-forma net income (loss) and earnings (loss) per
share disclosures may not reflect the associated fair value of the outstanding
options.

Deferred Stock Compensation

Under the DII 1994 Stock Incentive Plan, certain key executives of DII were
awarded 1,468,320 shares in fiscal 1999. Shares vest over a period of time,
which in no event exceeds eight years. The shares vested at an accelerated rate
upon the achievement of certain annual earnings per share targets established by
DII's Compensation Committee. Non-vested shares for individual participants who
are no longer employed by the Company on the plan termination date are
forfeited. Participants receive all unissued shares upon death or disability, or
in the event of a change of control of the Company. The shares are not reported
as outstanding until vested. The Company issued 884,972 vested shares in fiscal
1999.

Deferred stock compensation equivalent to the market value at the date the
shares were awarded is charged to shareholders' equity and is amortized to
expense based upon the estimated number of shares expected to be issued in any
particular year. Deferred compensation expense amounting to $2.2 million, $4.0
million and $5.1 million, was amortized to expense during fiscal 1999, 2000 and
2001, respectively. The weighted-average fair value of performance shares
awarded in fiscal 1999 and 2000, was $6.20 and $6.23 per share, respectively.
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9. UNUSUAL CHARGES
FISCAL 2001

The Company recognized unusual pre-tax charges of approximately $973.3
million during fiscal year 2001. Of this amount, $493.1 million was recorded in
the first quarter and was comprised of approximately $286.5 million related to
the issuance of an equity instrument to Motorola combined with approximately
$206.6 million of expenses resulting from the DII and Palo Alto Products
International mergers and related facility closures. In the second quarter,
unusual pre-tax charges amounted to approximately $48.4 million associated with
the Chatham and Lightning mergers and related facility closures. In the third
quarter, the Company recognized unusual pre-tax charges of approximately $46.3
million, primarily related to the JIT merger and related facility closures.
During the fourth quarter, the Company recognized unusual pre-tax charges,
amounting to $376.1 million related to closures of several manufacturing
facilities and $9.5 million for the impairment of investments in certain
technology companies. On May 30, 2000, the Company entered into a strategic
alliance for product manufacturing with Motorola. See Note 8, "Shareholders'
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Equity, " for further information concerning the strategic alliance. In
connection with this strategic alliance, Motorola paid $100.0 million for an
equity instrument that entitles it to acquire 22.0 million Flextronics ordinary
shares at any time through December 31, 2005, upon meeting targeted purchase
levels or making additional payments to the Company. The issuance of this equity
instrument resulted in a one-time non-cash charge equal to the excess of the
fair value of the equity instrument issued over the $100.0 million proceeds
received. As a result, the one-time non-cash charge amounted to approximately
$286.5 million offset by a corresponding credit to additional paid-in capital in
the first quarter of fiscal 2001. The Company recorded aggregate unusual charges
of $973.3 million, which included approximately $574.9 million of facility
closure costs and $102.4 million of direct transaction costs in connection with
the mergers and facility closures, $286.5 million related to the issuance of an
equity instrument to Motorola and $9.5 million for impairment of certain
investments. As discussed below, $510.5 million of the charges relating to
facility closures have been classified as a component of Cost of Sales during
the fiscal year ended March 31, 2001.

Unusual charges excluding the Motorola equity instrument, by segments, are
as follows: Americas $553.1 million, Asia $86.5 million, Western Europe $32.9
million and Central Europe $14.3 million. Unusual charges related to the
Motorola equity instrument is not specific to a particular segment, and as such,
has not been allocated to a particular geographic segment.

The components of the unusual charges recorded are as follows (in thousands) :

FIRST SECOND THIRD FOURTH
QUARTER QUARTER QUARTER QUARTER
CHARGES CHARGES CHARGES CHARGES
Facility closure costs:
SEVELANCE v vttt ettt ettt e e e eeeeneean S 62,487 S 5,677 S 3,600 $ 60,703
Long-lived asset impairment ......... 46,646 14,373 16,469 155,046
ExXit COStS ittt it iiiiieenn 24,201 5,650 19,703 160,368
Total facility closure costs .... 133,334 25,700 39,778 376,117
Direct transaction costs:
Professional fees .......c.ciiiiienn.. 50,851 7,247 6,250 ——
Other COStS i ittt it it i et ieean 22,382 15,448 248 ——
Total direct transaction costs .. 73,233 22,695 6,498 ——
Motorola equity instrument ............ 286,537 - - -
Other unusual charges ..........c....... - - - 9,450
Total unusual charges ........... 493,104 48,395 46,276 385,567
Income tax benefit .............. ... ... (30,000) (6,000) (6,500) (110,000)
Net unusual charges ............. $ 463,104 S 42,395 $ 39,776 $ 275,567

In connection with the facility closures, the Company developed formal
plans to exit certain activities and involuntarily terminate employees.
Management's plan to exit an activity included the identification of duplicate
manufacturing and administrative facilities for closure and the identification
of manufacturing and administrative facilities for consolidation into other
facilities. Management currently anticipates that the facility closures and
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activities to which all of these charges relate will be substantially completed
within one year of the commitment dates of the respective exit plans,
certain long-term contractual obligations.

components of the facility closure costs and

except for
The following table summarizes the
related activities in fiscal 2001:

48
LONG—-LIVED
ASSET EXIT
SEVERANCE IMPATIRMENT COSTS TOTAL

Balance at March 31, 2000 $ - $ - $ - $ -
Activities during the year:

First quarter provision ........ 62,487 46,646 24,201 133,334

Cash charges ........ ... (35,800) —— (1,627) (37,427)

Non-cash charges ............... —— (46, 646) (7,441) (54,087)
Balance at June 30, 2000 ......... 26,687 - 15,133 41,820
Activities during the year:

Second quarter provision ....... 5,677 14,373 5,650 25,700

Cash charges ........ ... (4,002) —— (4,231) (8,233)

Non-cash charges ............... —— (14,373) (8,074) (22,447)
Balance at September 30, 2000..... 28,362 —— 8,478 36,840
Activities during the year:

Third quarter provision ........ 3,606 16,469 19,703 39,778

Cash charges ........... ... (7,332) —— (2,572) (9,904)

Non-cash charges ............... —— (16,469) (14,070) (30,539)
Balance at December 31, 2000...... 24,636 - 11,539 36,175
Activities during the year:

Fourth quarter provision ....... 60,703 155,046 160,368 376,117

Cash charges ........ ... (13,605) —— (14,686) (28,291)

Non-cash charges ............... - (155, 0406) (61,878) (216, 924)
Balance at March 31, 2001 ........ $ 71,734 $ - $ 95,343 $ 167,077

Of the total pre-tax facility closure costs,

component of Cost of Sales. As a result of the various exit plans,

$132.5 million relates to
employee termination costs, of which $68.1 million has been classified as a

the Company

identified 11,269 employees to be involuntarily terminated related to the
various mergers and facility closures. As of March 31, 2001, 4,457 employees
have been terminated, and another 6,812 employees have been notified that they
are to be terminated upon completion of the various facility closures and
consolidations. During fiscal 2001, the Company paid employee termination costs
of approximately $60.7 million. The remaining $71.7 million of employee
termination costs is classified as accrued liabilities as of March 31, 2001 and
is expected to be paid out within one year of the commitment dates of the
respective exit plans.

The unusual pre-tax charges include $232.5 million for the write-down of
long-lived assets to fair value. This amount has been classified as a component
of Cost of Sales. Included in the long-lived asset impairment are charges of
$229.1 million, which relate to property, plant and equipment associated with
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the various manufacturing and administrative facility closures which were
written down to their fair value of $192.0 million as of March 31, 2001. Certain
assets will be held for use and will remain in service until their anticipated
disposal dates pursuant to the exit plans. Since the assets will remain in
service from the date of the decision to dispose of these assets to the
anticipated disposal date, the assets are being depreciated over this expected
period. For the assets that are being held for use, an impairment loss is
recognized if the carrying amounts of these assets exceed the fair value of the
assets. Certain other assets will be held for disposal as these assets are no
longer required in operations. Assets held for disposal are no longer being
depreciated. For the assets that are being held for disposal, an impairment loss
is recognized if the carrying amounts of these assets exceed the fair value less
cost to sell. The impaired long-lived assets consisted primarily of machinery
and equipment of $153.0 million and building and improvements of $76.1 million.
The long-lived asset impairment also includes the write-off of the remaining
goodwill and other intangibles related to certain closed facilities of $3.4
million.

The unusual pre-tax charges also include approximately $209.9 million for
other exit costs, which have been classified as a component of Cost of Sales.
Other exit costs include contractual obligations totaling $85.4 million, which
were incurred directly as a result of the various exit plans. These contractual
obligations consisted of facility lease terminations amounting to $26.5 million,
equipment lease terminations amounting to $31.4 million and payments to
suppliers and other third parties to terminate contractual agreements amounting
to $27.5 million. The Company expects to make payments associated with its
contractual obligations with respect to facility and equipment leases through
the end of fiscal 2006 and with respect to the other contractual obligations
with suppliers and other third parties through fiscal 2002. Other exit costs
also include charges of $77.0 million relating to asset impairments resulting
from customer contracts that were breached when they were terminated by the
Company as a result of various facility closures. These asset impairments were
determined based on the difference between the carrying amount and the
realizable value of the impaired inventory and accounts receivable. The Company
disposed of the impaired assets, primarily through scrapping and write-offs, by
the end of fiscal 2001. Also included in other exit costs were charges amounting
to $16.1 million for the incremental costs for warranty work incurred by the
Company for products sold prior to the commitment dates of the various exit

49

plans. Other exit costs also include $11.6 million of facility refurbishment and
abandonment costs related to certain building repair work necessary to prepare
the exited facilities for sale or return the facilities to the landlord. The
remaining $19.8 million of other exit costs recorded were primarily associated
with incremental amounts of legal and environmental costs, incurred directly as
a result of the various exit plans and facility closures. The Company paid
approximately $23.1 million of other exit costs during fiscal 2001.
Additionally, approximately $91.5 million of other exit costs were non-cash
charges utilized during fiscal 2001. The remaining $95.3 million is classified
in accrued liabilities as of March 31, 2001 and are expected to be substantially
paid out within one year from the commitment dates of the respective exit plans,
except for certain long-term contractual obligations.

The direct transaction costs include approximately $64.3 million of costs
primarily related to investment banking and financial advisory fees as well as
legal and accounting costs associated with the merger transactions. Other direct
transaction costs which totaled approximately $38.1 million were mainly
comprised of accelerated debt prepayment expense, accelerated executive stock
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compensation and benefit-related expenses. The Company paid approximately $70.9
million of the direct transaction costs during fiscal 2001. Additionally,
approximately $28.2 million of the direct transaction costs were non-cash
charges utilized during fiscal 2001. The remaining $3.3 million is classified in
accrued liabilities as of March 31, 2001 and is expected to be substantially
paid out in the first quarter of fiscal 2002.

FISCAL 2000

In fiscal 2000, the Company recognized unusual pre-tax charges in the
Americas business segment of $7.5 million related to the operations of Chatham,
which included severance and related charges of approximately $4.4 million and
other facility exit costs of approximately $3.1 million.

Additionally, unusual pre-tax charges in the Western Europe business
segment of $3.5 million were recorded in fiscal 2000, related to the Kyrel EMS
OyJ merger. The unusual charges consisted of a transfer tax of $1.7 million,
approximately $0.4 million of investment banking fees and approximately $1.4
million of legal and accounting fees.

FISCAL 1999

During fiscal 1999, the Company recognized unusual pre-tax charges in the
Americas business segment of $79.3 million, substantially all of which related
to the operations of the Company's wholly owned subsidiary, Orbit Semiconductor,
Inc. ("Orbit"). The Company decided to sell Orbit's 6-inch, 0.6 micron wafer
fabrication facility ("Fab") and adopt a fabless manufacturing strategy to
complement Orbit's design and engineering services. The charges were primarily
due to the impaired recoverability of inventories, intangible assets and fixed
assets, and other costs associated with the exit of semiconductor manufacturing.
The Fab was ultimately sold in the fourth quarter of fiscal 1999.

The components of the unusual charges recorded in fiscal 1999 are as
follows:

FIRST FOURTH

QUARTER QUARTER

CHARGES CHARGES
SOV T ANCE v v v vttt et e ettt ae ettt ee e S 498 $ 2,371
Long-lived asset impairment .................. ..., 38,257 16,538
Losses on sales CONtracChsS v vttt ittt iieneeennens 2,658 3,100
Incremental uncollectible accounts receivable .... 900 -
Incremental sales return and allowances .......... 1,500 500
Inventory write—downs . .....c.eiiii it itnnnnneeeennn 5,500 250
Acquired in-process research and development ..... - 2,000
Other exit COStS ittt ittt i et et ettt eetaeeenn 1,845 3,369
Total Unusual Pre-Tax Charges .......eeeeeeeeeeen. $51,158 $28,128

Of the total unusual pre-tax charges, approximately $2.9 million relates to
employee termination costs. As a result of the closure of the fabrication
facility, 460 employees were terminated. The terminations were completed and
related severance costs were fully paid out by the first quarter of fiscal 2000.

The unusual pre-tax charges include $54.8 million for the write-down of

TOTAL
CHARGES

$ 2,869
54,795
5,758
900
2,000
5,750
2,000
5,214
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long-lived assets to fair value. This amount has been classified as a component
of cost of sales. Included in the long-lived asset impairment are charges of
$50.7 million related to the Fab which was written down to its net realizable
value based on its estimated selling price less cost to sell. The Company kept
the Fab in
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service until the sale date in the fourth quarter of fiscal 1999. In accordance
with SFAS No. 121, the Company discontinued depreciation expense on the Fab when
it determined that it would be disposed of and its net realizable value was
known. The impaired long-lived assets consisted primarily of machinery and
equipment of $52.4 million, which were written down by $43.4 million to a
carrying amount of $9 million and building and improvement of $7.3 million which
were written down to a carrying value of zero. The long-lived asset impairment
also includes the write-off of the remaining goodwill of $0.6 million. The
remaining $3.5 million of asset impairment relates to the write-down to net
realizable value of a facility the Company exited during fiscal 1999.

The Company entered into certain non-cancelable sales contracts to provide
semiconductors to customers at fixed prices. Because the Company was obligated
to fulfill the terms of the agreements at selling prices which were not
sufficient to cover the cost to produce or acquire such products, a liability
for losses on sales contracts was recorded for the estimated future amount of
such losses. The unusual pre-tax charges include approximately $8.7 million for
losses on sales contracts, incremental amounts of uncollectible accounts
receivable, and estimated incremental costs for sales returns and allowances,
all of which were fully utilized by the end of fiscal 2000.

The unusual pre-tax charges also include approximately $10.9 million for
losses on inventory write-downs and other exit costs. The Company has written
off and disposed of approximately $5.8 million of inventory. The remaining $5.1
million relates primarily to incremental costs and contractual obligations for
items such as lease termination costs, litigation, environmental clean-up costs,
and other exit costs incurred directly as a result of the exit plan, all of
which were paid out or non-cash charges utilized by the end of fiscal 2000.

The purchase price of Advanced Component Labs included in-process research
and development costs totaling $2.0 million which had not reached technological
feasibility and had no probable alternative future use. Accordingly, the Company
wrote—-off $2.0 million of in-process research and development in fiscal 1999.

10. RELATED PARTY TRANSACTIONS

The Company has loaned approximately $22.9 million to various executive
officers of the Company. Each loan is evidenced by a promissory note in favor of
the Company. Certain notes are non-interest bearing and others have interest
rates ranging from 4.19% to 7.25%. The remaining outstanding balance of the
loans, including accrued interest, as of March 31, 2001 was approximately $10.4
million.
11. BUSINESS COMBINATIONS
FISCAL 2001

Pooling of Interests Mergers

In fiscal 2001, Flextronics acquired 100% of the outstanding shares of DITI,
Lightning, Chatham, Palo Alto Products International and JIT. These acquisitions

70



Edgar Filing: FLEXTRONICS INTERNATIONAL LTD - Form 10-K/A

were accounted for as pooling of interests and the consolidated financial
statements have been prepared to give retroactive effect to the mergers.

DITI is a leading provider of electronics manufacturing and design services.
As a result of the merger, in April 2000, the Company issued approximately 125.5
million ordinary shares for all of the outstanding shares of DII common stock,
based upon the exchange ratio of 3.22 Flextronics ordinary shares for each share
of DII common stock.

Lightning is a provider of fully integrated electronic packaging systems.
As a result of the merger, in August 2000, the Company issued approximately 2.6
million ordinary shares for all of the outstanding shares of Lightning common
stock and interests.

Chatham is a leading provider of integrated electronic packaging systems to
the communications industry. As a result of the merger, in August 2000, the
Company issued approximately 15.2 million ordinary shares for all of the
outstanding Chatham capital stock and interests.

DITI and Lightning operated under a calendar year end prior to merging with
Flextronics and, accordingly, their respective balance sheets, statements of
operations, shareholders' equity and cash flows as of December 31, 1999 and for
each of the two years ended December 31, 1999 have been combined with the
Company's consolidated financial statements as of March 31, 2000 and for each of
the two fiscal years ended March 31, 2000. Chatham operated under a fiscal year
which ended on the Saturday closest to September
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30 prior to merging with Flextronics and, accordingly, Chatham's balance sheets,
statements of operations, shareholders' equity and cash flows as of September
24, 1999 and for each of the two years ended September 24, 1999 have been
combined with the Company's consolidated financial statements as of March 31,
2000 and for each of the two fiscal years ended March 31, 2000.

Starting in fiscal 2001, DII, Lightning and Chatham changed their
respective year ends to conform to the Company's March 31 year end. Accordingly,
DII's and Lightning's operations for the three months ended March 31, 2000, and
Chatham's operations for the six months ended March 31, 2000, have been excluded
from the consolidated results of operations for fiscal 2001 and reported as an
adjustment to retained earnings. Total net sales, gross profit, selling, general
and administrative expenses, operating loss and total net loss related to the
omitted periods amounted to approximately $898.3 million, $50.0 million, $66.6
million, $33.0 million and $58.3 million, respectively. During the omitted
periods, total cash flows used in operating and investing activities amounted to
approximately $24.9 million and $28 million, respectively, and financing
activities provided approximately $20.2 million.

The net loss of $58.3 million for the omitted period consisted primarily of
the net losses of DII and Chatham, with each company representing about half of
the net loss for the omitted period. With respect to Chatham, the net loss for
that acquired company was relatively consistent both before and during the
omitted period. In the case of DII, the results for that acquired company during
the omitted period was adversely effected by the uncertainties created by the
merger with the Company, which closed April 3, 2000. DII experienced several
customer cancellations during the omitted period due to customer concerns over
the merger and resulting supplier concentration issues. DII also experienced
lower employee productivity during the omitted period due to the uncertainty

71



Edgar Filing: FLEXTRONICS INTERNATIONAL LTD - Form 10-K/A

over anticipated employee terminations as a result of the merger. The net loss
for Chatham and DII in the omitted period prompted the Company to develop formal
plans to exit certain activities, close certain facilities and involuntarily
terminate employees in the periods following the acquisitions of each company,
which resulted in the unusual charges recorded in fiscal 2001. See Note 9,
"Unusual Charges" for further discussion.

Palo Alto Products International is an enclosure design and plastic molding
company. The Company merged with Palo Alto Products International in April 2000
by exchanging approximately 7.2 million ordinary shares of Flextronics for all
of the outstanding shares of Palo Alto Products International common stock.

JIT is a global provider of electronics manufacturing and design services.
The Company merged with JIT in November 2000, by exchanging approximately 17.3
million ordinary shares of Flextronics for all of the outstanding shares of JIT
common stock.

Palo Alto Products International and JIT operated under the same fiscal
year end as Flextronics, and accordingly, their respective balance sheets,
statements of operations, shareholders' equity and cash flows have been combined
with the Company's consolidated financial statements as of March 31, 1999 and
2000 and for each of the three fiscal years ended March 31, 2000.

The Company also completed several other immaterial pooling of interests
transactions. In connection with these mergers, the Company issued approximately
0.7 million ordinary shares. The historical operations of these entities were
not material to the Company's consolidated operations on either an individual or
an aggregate basis; therefore, prior period statements have not been restated
for these acquisitions.

Business Acquisitions

In fiscal 2001, the Company completed several immaterial business acquisitions.
These transactions have been accounted for under the purchase method of
accounting and accordingly, the results of the acquired businesses were included
in the Company's consolidated statements of operations from the acquisition
dates forward. Comparative proforma information has not been presented, as the
results of the acquired operations were not material to the Company's
consolidated financial statements. In connection with these business
acquisitions, the Company paid total cash consideration of approximately $146.4
million, net of cash acquired, and issued approximately 9.8 million ordinary
shares, which equated to approximately $338.6 million of purchase price. The
fair value of the ordinary shares issued were determined based on the quoted
market prices of the Company's ordinary shares for a reasonable period,
generally three days, before and after the date the terms of the acquisitions
were agreed to and announced.

The aggregate purchase price paid for these business acquisitions was
allocated to the net assets acquired based on their estimated fair values at the
dates of the acquisitions. The purchase price for certain acquisitions is
subject to adjustments for contingent consideration, based upon the businesses
achieving specified levels of earnings through December 2003. The contingent
consideration has not been recorded as purchase price, pending the outcome of
the contingency. The fair value of the net liabilities acquired, amounted to
approximately $117.3 million, including estimated acquisition costs. The costs
of acquisitions have been allocated on the basis of the estimated fair value of
assets acquired and liabilities assumed. Goodwill and intangibles resulting from
these acquisitions amounted to approximately $602.3 million. The respective
goodwill associated with these acquisitions is amortized over various years,
none of which exceed ten years. Also, the Company increased goodwill in the
amount of approximately $12.5 million for contingent purchase price adjustments
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for historical acquisitions during the current fiscal year.
FISCAL 2000

Pooling of Interests Merger

52

In fiscal 2000, the Company acquired 100% of the outstanding shares of
Kyrel Ems Oyj ("Kyrel") and PCB Assembly, Inc. ("PCB"). These acquisitions were
accounted for as pooling of interests and the consolidated financial statements
have been prepared to give retroactive effect to the mergers.

Kyrel is an electronics manufacturing services provider with operations in
Finland and France. As a result of the merger, the Company issued approximately
7.3 million ordinary shares in exchange for all the outstanding Kyrel shares.
Kyrel operated under a calendar year end, prior to merging with Flextronics, and
accordingly, Kyrel's balance sheets, statements of operations, shareholders'
equity and cash flows as of December 31, 1997 and 1998 and for each of the three
years ended December 31, 1998 have been combined with the Company's consolidated
financial statements as of March 31, 1998 and 1999 and for each of the three
fiscal years ended March 31, 1999. In fiscal 2000, Kyrel's fiscal year end was
changed to conform to the Company's fiscal year end. Accordingly, Kyrel's
operations for the three months ended March 31, 1999, have been excluded from
the consolidated results of operations for fiscal 2000 and have been reported as
an adjustment to retained earnings in the first quarter of fiscal 2000.

PCB is an electronics manufacturing service provider based in the United
States. As a result of the merger, the Company issued approximately 2.2 million
ordinary shares in exchange for all the outstanding PCB shares, of which
approximately 0.2 million ordinary shares are to be issued upon resolution of
certain general and specific contingencies. PCB operated under the same fiscal
year end as the Company and, accordingly, their respective balance sheets,
statements of operations, shareholders' equity and cash flows have been combined
with Flextronics' consolidated financial statements as of March 31, 1999 and
2000 and for each of the three fiscal years ended March 31, 2000.

The Company also completed several other immaterial pooling of interests
transactions in fiscal 2000. In connection with these mergers, the Company
issued 1.8 million ordinary shares. The historical operations of these entities
were not material to the Company's consolidated operations on either an
individual or an aggregate basis; therefore, prior period statements have not
been restated for these acquisitions.

Business Acquisitions

In fiscal 2000, the Company acquired several immaterial businesses and made
a payment of an earn-out arrangement to the former owners of Great Sino
Electronics Technology (a company acquired by DII in August 1998, as further
discussed below). These transactions have been accounted for under the purchase
method of accounting and accordingly, the results of the acquired businesses
were included in the Company's consolidated statements of operations from the
acquisition dates forward. Comparative proforma information has not been
presented, as the results of the acquired operations were not material to the
Company's consolidated financial statements. In connection with these business
acquisitions, the Company paid total cash consideration of approximately $51.6
million, net of cash acquired.

The aggregate purchase price paid for these business acquisitions was
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allocated to the net assets acquired based on their estimated fair values at the
dates of the acquisitions. The fair value of the net assets acquired amounted to
approximately $17.9 million, including estimated acquisition costs. The costs of
acquisitions have been allocated on the basis of estimated fair values of assets
acquired and liabilities assumed. Goodwill and intangibles resulting from these
acquisitions amounted to approximately $33.7 million. The respective goodwill
associated with these acquisitions is amortized over ten years. Also, the
Company increased goodwill in the amount of approximately $34.1 million for
contingent purchase price adjustments for historical acquisitions during fiscal
2000.

FISCAL 1999
Business Acquisitions

In fiscal 1999, the Company completed several immaterial business
acquisitions. These transactions have been accounted for under the purchase
method of accounting and accordingly, the results of the acquired businesses
were included in the Company's consolidated statements of operations from the
acquisition dates forward. Comparative pro forma information has not been
presented, as the results of the acquired operations were not material to the
Company's consolidated financial statements. In connection with these business
acquisitions, the Company paid total cash consideration of approximately $130.4
million and issued approximately 0.5 million ordinary shares, which equated to
approximately $4.8 million of purchase price.

The aggregate purchase price paid for these business acquisitions was
allocated to the net assets acquired based on their estimated fair values at the
dates of acquisitions. The fair value of the net assets acquired, amounted to
approximately $50.4 million, including estimated acquisition costs. The costs of
acquisitions have been allocated on the basis of estimated fair values of assets
acquired and
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liabilities assumed. Goodwill and intangibles resulting from these acquisitions
amounted to approximately $84.8 million. The respective goodwill associated with
these acquisitions is amortized over fifteen years.

12. SEGMENT REPORTING

Information about segments for the years ended March 31 is as follows (in
thousands) :

1999
Net Sales:

72N $ 898,304 $
2N (1Ll o = T 1,875,677
WesStern EUTODPE v vt ittt ettt ittt et ettt eneeeeeeeeanns 666,763
Central EUTODe v ittt it ittt ettt et eeaeeeeeneenns 572,289
Intercompany eliminations ..........coiiiiieeennnenn. (60,247)

$ 3,952,786 $

Income (Loss) before Income Taxes:

1,588,665
2,936,441
1,391,965
1,132,242
(90,191)
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72N S 61,845 $ 102,541
AN 41 TSl 1 = = (52,774) (4,149)
WesStern EUTODPE vttt ittt ettt e et et et eneeeeeeeeanns 12,803 23,833
Central EUTODe v ittt it ettt ettt ettt eeaeeeeeneenns 31,839 44,107
Intercompany eliminations, corporate allocations and
Motorola one-time non-cash charge (see Note 9) (14,344) 15,316
$ 39,369 $ 181,648
Long-Lived Assets:
72N S 286,797 $ 449,824
2N (1Sl o T 511,036 712,215
WesStern EUTODPE v it ittt ettt ittt ettt eeeeaeeeeeanns 240,759 275,935
Central EUTODe v ittt it ettt ettt ettt eeaeeeeeneenns 114,734 171,165
$ 1,153,326 $ 1,609,139
Depreciation and Amortization:*
72N S 25,492 $ 39,889
2N (1Sl o T 69,079 86,967
WesStern EUTODPE vttt ittt ettt e et e e e e eneeeeeeneanns 18,933 42,534
Central EUTODe v vttt it ittt ettt et eeaeeeeeeeenns 11,854 18,207
S 125,358 $ 187,597
Capital Expenditures:
72N S 83,382 S 155,243
2N (1Ll o T 141,082 214,224
WesStern EUTODPE v vttt i ittt ittt et e e eneeeeeeeeanns 127,471 52,396
Central EUTODe v ittt it ittt ettt ettt eeaeeeeeneenns 57,720 83,570
S 409, 655 $ 505,433

* Excludes unusual charges related to property, plant and equipment and
goodwill impairment charges of $54,795 and $232,534 in fiscal 1999 and
fiscal 2001, respectively. See Note 9, "Unusual Charges," for additional
information regarding unusual charges.

For purposes of the preceding tables,
Singapore, Thailand and Taiwan, "Americas" includes the U.S., Mexico, and
Brazil, "Western Europe" includes Denmark, Finland, France, Germany, Norway,
Poland, Sweden, Switzerland and the United Kingdom and "Central Europe" includes
Austria, the Czech Republic, Hungary, Ireland, Israel, Italy and Scotland.

"Asia" includes China, Malaysia,

Geographic revenue transfers are based on selling prices to unaffiliated
companies, less discounts.

During fiscal 1999, Hungary accounted for approximately 11% of net sales.
No other foreign country accounted for more than 10% of net sales in fiscal
1999. China and Hungary accounted for approximately 20% and 11% of long-lived
assets at March 31, 1999, respectively. No other foreign country accounted for
more than 10% of long-lived assets at March 31, 1999.

During fiscal 2000, China, Sweden and Hungary accounted for approximately
11%, 12% and 12% of net sales, respectively. No other foreign country accounted
for more than 10% of net sales in fiscal 2000. China accounted for approximately
24% of long-lived assets at March 31, 2000. No other foreign country accounted
for more than 10% of long-lived assets at March 31, 2000.
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During fiscal 2001,
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China accounted for over 10%
foreign country accounted for more than 10% of net sales in fiscal 2001.

of net sales.

No other
China

and Hungary accounted for approximately 17% and 11% of long-lived assets at

March 31,
10% of long-lived assets at March 31,

13.

Ne
Co

Unusual charges

Se

2001

’

QUARTERLY FINANCIAL DATA (UNAUDITED)

respectively. No other foreign country accounted for more than
2001.

The following table contains selected unaudited quarterly financial data
for fiscal years 2000 and 2001:

t sales
st of sales

Gross profit
general and
administrative

1lling,

(loss)

Goodwill and intangibles

Unusual charges

amortization

Interest and other expense

Pr

Diluted earnings

(income), net

Income

ovision for
income taxes

Net income

per share

(loss)
income taxes

before

(benefit from)

(loss) ..

(loss)

Shares used in computing

diluted per share amounts

FISCAL YEAR ENDED

MARCH 31,

2000

$ 1,237,320
1,112,493

124,827

67,996

9,754

(IN THOUSANDS,

$ 1,525,366

EXCEPT PER SHARE AMOUNTS)

$ 1,967,740

1,383,783 1,797,643
141,583 170,097
73,733 86,534
8,787 10,735

3,523 -
19,236 23,367
36,304 49,4061
5,349 1,662

$ 30,955 $ 47,799
$ 0.09 $ 0.12
360,465 384,017

FISCAL YEAR ENDED

MARCH 31,

(IN THOUSANDS,

2001

EXCEPT PER SHARE AMOUNTS)



Edgar Filing: FLEXTRONICS INTERNATIONAL LTD - Form 10-K/A

Net sales ...ttt $ 2,676,974 $ 3,078,998 $ 3,239,293 $ 3,114
Cost of sales ..., 2,470,408 2,829,406 2,964,034 2,864
Unusual charges ......c.ooieeeeennnn. 83,721 24,268 38,550 363

Gross profit (loss) ............ 122,845 225,324 236,709 (113
Selling, general and

administrative ............ ... ... 94,918 107,931 113,736 113
Goodwill and intangibles

amortization .........iiiiiiia... 9,370 12,505 15,141 26
Unusual charges ......c.oeieeeeeennn. 409,383 24,127 7,726 21
Interest and other expense

(income), net ..... ... (4,199) 22,359 22,092 26

Income (loss) before

income taxes ......iiiiiian.. (386,627) 58,402 78,014 (302
Provision for (benefit from)

income taxes ....iiiiitiiiiinen.n (16,065) 8,475 10,232 (108

Net income (lOSS) vevvevewnnenn. S (370,562) S 49,927 S 67,782 S (193

Diluted earnings (loss)
Per share ......iiiiiinnnneennnns S (0.88) S 0.10 S 0.14 S (

Shares used in computing
diluted per share amounts ....... 418,857 480,801 478,657 468

14. SUBSEQUENT EVENTS (UNAUDITED)

In April 2001, the Company entered into a definitive agreement with
Ericsson with respect to its management of the operations of Ericsson's mobile
telephone operations. Operations under this arrangement commenced in the first
quarter of fiscal 2002. Under this agreement the Company is to provide a
substantial portion of Ericsson's mobile phone requirements. The Company will
assume responsibility for product assembly, new product prototyping, supply
chain management and logistics management in which we will process customer
orders from Ericsson and configure and ship products to Ericsson's customers. In
connection with this relationship, the Company will employ the existing
workforce for certain operations, and will purchase from Ericsson certain
inventory, equipment and other assets, and may assume certain accounts payable
and accrued expenses at their net book value. The Company has not completed the
purchasing of the various assets, but estimate that the net asset purchase price
is expected to be approximately $450.0 million. We anticipate completing the
remaining purchases by the end of the first quarter of fiscal 2002.

In April 2001, the Company announced that it had signed a memorandum of
understanding with Alcatel to purchase its manufacturing facility and related
assets located in Laval, France. Upon completion of this transaction, the
Company will enter into a long-term supply agreement with Alcatel to provide
printed circuit board assembly, final systems assembly and various engineering
support services. The transaction is subject to applicable governmental
approvals and customary conditions of closing. This transaction will be
accounted for as a purchase of assets. The estimated purchase price is subject
to final negotiations, due diligence and working capital levels at the time of
closing, but is not expected to be a material cash requirement.

In connection with the Company's strategic alliance with Motorola in May
2000, Motorola purchased an equity instrument. In June 2001, the Company entered
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into an agreement with Motorola under which it repurchased this equity
instrument for $112.0 million. No current or planned manufacturing programs are
affected by this repurchase, and the Company anticipates that Motorola will
continue to be a customer following this repurchase, although the Company's
future revenue from Motorola may be less than it would have been had this
instrument remained in effect.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
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PART ITII
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The names, ages and positions of our directors and officers as of June 1,
2001 are as follows:

NAME AGE POST
Michael E. MarkS ..ttt ittt ettt ettt aeeeeeeeeeaeeeaeneens 50 Chairman of the Boa
Robert R. B. DyKES . .ttt ittt ettt ettt et eeeeeeeeeeeaanns 51 President, Systems
RONNY Ni LSS OM e v it ittt et e e e e ettt e e et et eeeeeeeeeeoeeeaeeeeeannns 52 President, Western
MiChael MCNAMAT A e ¢ v v vttt et e e e e e e e oaeteeeeeeeneeeeeeneeeaeeeeeean 44 President, Americas
Ash BRardwa g v v i i ittt ettt ettt e et e e et e e e 37 President, Asia Pac
HUumphrey Porter. ittt ittt e e e et e et et ettt aeeeeeeeeeaenens 53 President, Central/
Steven C. SChLEPD e v ittt ittt ittt e et e ettt aee et eeaaaaaeeeens 44 President, Multek
ROSS MaANIr . it i ittt it it ettt ettt ettt eeeeeteeeeeeeneetaeeeeeenens 49 President, Flextron
RoONald R. SNYAer . i ittt ittt ettt ettt eee e eeoneeaeeeeeanens 44 President, Flextron
Thomas J. SMaCh . o i ittt ittt it ettt et ettt aee et eeaeaaaeeeens 41 Vice President of F
TSUL SUNG LA ¢ e et et et e e e e e e e e e aeeeeeeseeaeeeeeeseeaeeeeeesens 51 Director

Michael J. MOTot Z . v i i ittt ettt e et ettt eeeeeeeeeeaeeeaaeeens 46 Director

Richard L. SRarp ...ttt ittt ittt ettt et e eeeeeaeeeeeaeens 54 Director

il s I i I Y 69 Director

Chuen Fah Alain AhKONG. .« ittt ittt ittt et ettt aeeeaeeeeeaanens 52 Director

Goh Thiam Poh Tommie. ... ..ttt ii ittt ettt ettt eeeeeeeeeeananns 50 Director

MICHAEL E. MARKS - Mr. Marks has been our Chief Executive Officer since
January 1994. He has been the Chairman of our Board of Directors since July 1993
and a member since December 1991. From November 1990 to December 1993, Mr. Marks
was President and Chief Executive Officer of Metcal, Inc., a precision heating
instrument company. He received a B.A. and an M.A. from Oberlin College and an
M.B.A. from the Harvard Business School.

ROBERT R. B. DYKES - Mr. Dykes has served as our Chief Financial Officer
since February 1997 and as our President of the Systems Group since April 1999.
From February 1997 to April 1999, he served as our Senior Vice President of
Finance and Administration, and from January 1994 to August 1997 as a member of
our Board of Directors. From 1988 to February 1997, Mr. Dykes served as
Executive Vice President, Worldwide Operations and Chief Financial Officer of
Symantec Corporation, an application and system software products company. He
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received a Bachelor of Commerce and Administration from Victoria University in
Wellington, New Zealand.

MICHAEL McNAMARA - Mr. McNamara has served as our President of Americas
Operations since April 1997. Prior to his promotion, he served as Vice President
of North American Operations since April 1994. From May 1993 to March 1994, Mr.
McNamara served as President and Chief Executive Officer of Relevant Industries,
Inc., which we acquired in March 1994. From May 1992 to May 1993, he served as
Vice President, Manufacturing Operations at Anthem Electronics, an electronics
distributor. From April 1987 to May 1992, he was a Principal of Pittiglo, Rabin,
Todd & McGrath, an operations consulting firm. Mr. McNamara received a B.S. from
the University of Cincinnati and an M.B.A. from Santa Clara University.

RONNY NILSSON - Mr. Nilsson has served as our President of Western European
Operations since April 1997. From May 1995 to April 1997, he served as Vice
President and General Manager of Supply and Distribution, and Vice President of
Procurement of Ericsson Business Networks. From January 1991 to May 1995, Mr.
Nilsson served as Director of Production of the EVOX+RIFA Group, a manufacturer
of components, and Vice President of RIFA AB. He received a certificate in
Mechanical Engineering from the Lars Kagg School in Kalmar, Sweden and
certificates from the Swedish Management Institute and the Ericsson Management
Program.

ASH BHARDWAJ - Mr. Bhardwaj joined Flextronics in 1988 and was promoted to
President of Asia-Pacific Operations. Prior to his promotion, he served as our
Vice President of the China region. In addition, Mr. Bhardwaj was General
Manager for our Flextronics plant in Shekou, China. He received a degree in
Electrical Engineering from Thapar Institute of Engineering and Technology and
an M.B.A. from Southeastern Louisiana University.

HUMPHREY PORTER - Mr. Porter has served as our President of Central and
Eastern European Operations since October 1997. From July 1994 to October 1997,
he served as President and Chief Executive Officer of Neutronics Electronics
Industries Holding
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AG, which we acquired in October 1997. Prior to joining Neutronics, Mr. Porter
served in various positions at Philips, including Industrial Director for
Philips Audio Austria from 1989 to 1994 and Managing Director of the Philips
Audio factory in Penang, Malaysia from 1984 to 1989. He received his B.Sc. in
Production Engineering from Trent University.

STEVEN C. SCHLEPP - Mr. Schlepp has served as our President of Multek since
April 2000 following our acquisition of DII. From June 1996 to April 2000, he
served as Senior Vice President of DII and President of Multilayer Technology,
Inc. From January 1991 until June 1996, Mr. Schlepp served as President of
Toppan West Incorporated, a wholly owned subsidiary of Toppan Printing Ltd.

ROSS MANIRE - Mr. Manire has served as our President of Flextronics
Enclosure Systems, a division of Flextronics, since our acquisition of Chatham
Technologies, Inc. in August 2000. At Chatham, Mr. Manire served as the
President and Chief Executive Officer. Prior to joining Chatham, he was the
Senior Vice President and General Manager of the Carrier Systems Business Unit
of 3Com Corporation, a position he held since 1995. He has also served in
various executive positions with U.S. Robotics, which was acquired by 3Com in
June 1997, including Senior Vice President of Operations and Chief Financial
Officer. Mr. Manire received a B.A. in Economics from Davidson College and an
M.B.N.A. in Business from the University of Chicago.
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RONALD R. SNYDER - Mr. Snyder has served as our President of Flextronics
Semiconductor since April 2000 following our acquisition of DII. From May 1998
to April 2000, he served as Senior Vice President of DII and President of DII
Semiconductor. From March 1994 to May 1998, Mr. Snyder served as Senior Vice
President of Sales and Marketing of DII. Prior to DII, he served as President of
Dovatron Manufacturing Colorado, a division of Dovatron International, Inc. from
March 1993 to March 1994.

THOMAS J. SMACH - Mr. Smach has served as our Vice President of Finance
since April 2000 following our acquisition of DII. From August 1997 to April
2000, he held several positions that included Senior Vice President, Chief
Financial Officer and Treasurer of DII. From March 1994 to August 1997, Mr.
Smach served as Corporate Controller and Vice President. From 1982 to March
1994, he served as a certified public accountant with KPMG LLP. Mr. Smach
received his B.Sc. in Accounting from State University of New York at
Binghamton.

TSUI SUNG LAM - Mr. Tsui has served as a member of our Board of Directors
since 1991. From January 1994 to April 1997, he served as our President and
Chief Operating Officer, and from June 1990 to December 1993 he served as our
Managing Director and Chief Executive Officer. Between 1982 and June 1990, Mr.
Tsui served in various positions for Flextronics, Inc., our predecessor,
including Vice President of Asian Operations. He received diplomas in Production
Engineering and Management Studies from Hong Kong Polytechnic, and a certificate
in Industrial Engineering from Hong Kong University.

MICHAEL J. MORITZ - Mr. Moritz has served as a member of our Board of
Directors since July 1993. Since 1988, he has been a General Partner of Sequoia
Capital, a venture capital firm. Mr. Moritz also serves as a director of Yahoo,
Inc., Saba Software and several privately-held companies.

RICHARD L. SHARP - Mr. Sharp has served as a member of our Board of
Directors since July 1993. He is Chairman of the Board and Chief Executive
Officer of Circuit City Stores, Inc., a consumer electronics and appliance
retailer. Mr. Sharp joined Circuit City as an Executive Vice President in 1982.
He was President from June 1984 to March 1997 and became Chief Executive Officer
in 1986, and Chairman of the Board in 1994. Mr. Sharp also serves as a director
of Fort James Corporation.

PATRICK FOLEY - Mr. Foley has served as a member of our Board of Directors
since October 1997. He is Chairman, President and Chief Executive Officer of DHL
Corporation, Inc. and its major subsidiary, DHL Airways, Inc., a global
document, package and airfreight delivery company. Mr. Foley joined DHL in
September 1988 with more than thirty years experience in hotel and airline
industries. He also serves as a director of Continental Airlines, Inc., Del
Monte Corporation, DHL International, Foundation Health Systems, Inc. and
Glenborough Realty Trust, Inc.

CHUEN FAH ALAIN AHKONG - Mr. Ahkong has served as a member of our Board of
Directors since October 1997. He is a founder of Pioneer Management Services
Pte. Ltd., a Singapore-based consultancy firm, and has been the Managing
Director of Pioneer since 1990. Pioneer provides advice to us and other
multinational corporations on matters related to international taxation.

GOH THIAM POH TOMMIE -- Mr. Goh has been a member of our Board of Directors
since December 2000. He founded JIT Electronics Pte Ltd in 1988 and grew the
company to one of the top 20 largest electronics manufacturing services
providers in the world before the merger with Flextronics in November 2000. Mr
Goh was named "Entrepreneur of the Year" in 1997 and
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"Businessman of the Year" in 1999 in Singapore. He was conferred the Doctor
of Philosophy in Business Administration by Wisconsin International University
in 2000.

ITEM 11. EXECUTIVE COMPENSATION

The following table presents information concerning the compensation paid
or accrued by us for services rendered during fiscal 2001, 2000 and 1998 by the
Chief Executive Officer and each of our four most highly compensated executive

officers whose total salary and bonus for fiscal 2001 exceeded $100,000.

SUMMARY COMPENSATION TABLE

ANNUAL COMPENSATION OTHER
FIsca,. W —————— === ANNUAL
NAME AND PRINCIPAL POSITION YEAR SALARY BONUS COMPENSATION
Michael E. Marks .....iiiiinnnnnnnn. 2001 $ 600,000 $1,285,000 $ 5,082 (1)
Chairman and 2000 450,000 363,750 230,385(2)
Chief Executive Officer 1999 400,000 339,315 9,617 (3)
Michael McNamMara . ....eeeenneeoeeen. 2001 450,000 831,250 3,925(1)
President, Americas Operations 2000 375,000 201,250 3,867 (1)
1999 325,000 177,416 22,611 (3)
Robert R.B. Dykes .......iiieennnnn. 2001 425,000 798,125 4,668 (1)
President, Systems Group and 2000 337,500 156,000 4,599 (1)
Chief Financial Officer 1999 300,000 166,008 25,337 (3)
Humphrey Porter ..............cooa.. 2001 400,000 375,000 27,500 (4)
President, Central/ Eastern 2000 300,000 195,000 20,000 (5)
European Operations 1999 250,000 149,000 21,000 (6)
Ronny NilSSON tvvvveneeeeeeneennnnns 2001 362,545 405, 350 10,154 (1)
President, Western European 2000 317,684 129,563 17,436(7)
Operations 1999 315,000 148,859 18,096 (8)
(1) Represents a vehicle allowance.
(2) Represents a vehicle allowance of $3,868 and forgiveness of a promissory

note due to one of our subsidiaries of $200,000 and forgiveness of
interest payment of $26,517 on the promissory note.

(3) Represents payment for a company vehicle.

(4) Represents a vehicle allowance of $13,500 and a housing allowance of
$14,000.

(5) Represents a vehicle allowance of $12,000 and a housing allowance of
$8,000.

(6) Represents a vehicle allowance of $7,000 and an apartment allowance of
$14,000.

(7) Represents a vehicle allowance of $10,166 and a housing allowance of
$7,270.
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(8) Includes a vehicle allowance of $10,404 and an apartment allowance of
$7,692.

(9) Represents our contributions to the 401 (k) plan of $4,750 and life and
disability insurance premium payments of $3,877.

(10) Represents our contributions to the 401 (k) plan of $4,750 and life and
disability insurance premium payments of $3,600.

(11) Represents our contributions to the 401 (k) plan of $5,000, and life and
disability insurance premium payments of $2,701.

(12) Represents our contributions to the 401 (k) plan.

(13) Represents our contributions to a pension retirement fund of $24,000 and
life insurance premium payments of $12,000.

(14) Represents our contributions to a pension retirement fund.
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OPTION GRANTS IN FISCAL 2001

The following table presents information regarding option grants during
fiscal 2001 to our Chief Executive Officer and each of our four other most
highly compensated executive officers. All options were granted pursuant to our
1993 Share Option Plan.

The options shown in the table were granted at fair market value and are
incentive stock options (to the extent permitted under the Internal Revenue
Code) . Options granted on or before October 1, 2001 expire five years from the
date of grant, subject to earlier termination upon termination of the optionee's
employment. Options granted after October 1, 2001 expire ten years from the date
of grant, subject to earlier termination as described above. The options become
exercisable over a four-year period, with 25% of the shares vesting on the first
anniversary of the date of grant and 1/36th of the shares vesting for each full
calendar month that an optionee renders services to us thereafter. Each option
fully accelerates in the event that, in the 18-month period following certain
mergers or acquisitions of us, the optionee's employment with us is terminated
or his duties are substantially reduced or changed. Each option includes a
limited stock appreciation right pursuant to which the option will automatically
be canceled upon the occurrence of certain hostile tender offers, in return for
a cash distribution from us based on the tender offer price per share. The
exercise price of each option may be paid in cash or through a cashless exercise
procedure involving a same-day sale of the purchase shares. We granted options
to purchase an aggregate of 14,655,646 Ordinary Shares to our employees during
fiscal 2001.

In accordance with the rules of the Securities and Exchange Commission, the
table presents the potential realizable values that would exist for the options
at the end of their respective five-year terms. These values are based on
assumed rates of annual compound stock price appreciation of 5% and 10% from the
date the option was granted to the end of the option term. Potential realizable
values are computed by:

- multiplying the number of ordinary shares subject to a given option by
the trading price per share of our ordinary shares on the date of grant;
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- assuming that the aggregate option exercise price derived from the
calculation compounds at the annual 5% or 10% rates should in the table
for the entire five or ten year term of the option, as the case may be;
and

- subtracting from that result the aggregate option exercise price.

The assumed 5% and 10% rates of share price appreciation are mandated by
rules of the Securities and Exchange Commission and do not represent our
estimate or projection of future ordinary share prices. The closing sale price
per share as reported on the Nasdag National Market on March 30, 2001, the last
trading day of fiscal 2001, was $15.00.

INDIVIDUAL GRANTS

NUMBER OF PERCENT OF

SECURITIES TOTAL OPTIONS

UNDERLYING GRANTED TO EXERCISE

OPTIONS EMPLOYEES IN PRICE PER EXPIRATION

NAME GRANTED FISCAL 2001 SHARE DATE
Michael E. Marks ....... 36,456 0.25% S 32.4375 04/07/2005

1,000,000 6.82 23.1875 12/20/2010
Michael McNamara ....... 600,000 4.09 23.1875 12/20/2010
Robert R.B. Dykes ...... 400,000 2.73 23.1875 12/20/2010
Humphrey Porter ........ 200,000 1.36 23.1875 12/20/2010
Ronny Nilsson .......... 200,000 1.36 23.1875 12/20/2010

AGGREGATED OPTION EXERCISES IN FISCAL 2001 AND OPTION VALUES AT MARCH 31, 2001

The following table presents information concerning the exercise of options
during fiscal 2001 by our Chief Executive Officer and each of our four other
most highly compensated executive officers, including the aggregate amount of
gains on the date of exercise. The amounts set forth in the column entitled
"Value Realized" represent the fair market value of the ordinary shares
underlying the option on the date of exercise less the aggregate exercise price
of the option.

In addition, the table includes the number of shares covered by both
exercisable and unexercisable stock options as of March 31, 2001. Also reported
are values of "in-the-money" options that represent the positive spread between
the respective exercise prices of outstanding stock options and $15.00 per
share, which was the closing price per ordinary share as reported on the Nasdaqg
National
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Market on March 30, 2001, the last day of trading for fiscal 2001. These values,
unlike the amounts set forth in the column entitled "Value Realized," have not
been, and may never be, realized.
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NUMBER OF SECURITIES
UNDERLYING UNEXERCISED

NUMBER OF OPTIONS AT
SHARES MARCH 31, 2001

ACQUIRED VALUE  @————————— = ————————————
NAME ON EXERCISE REALIZED VESTED UNVESTED
Michael E. Marks........... 935,274 $ 25,047,854 2,866,039 2,804,167
Michael McNamara........... 109,298 2,925,023 1,767,448 1,666,982
Robert R.B. Dykes.......... 377,166 10,721,962 1,131,002 775,832
Humphrey Porter............ 231,997 8,934,592 183,670 678,333
Ronny Nilsson.............. —— —= 900,000 —=

EMPLOYMENT AGREEMENTS WITH EXECUTIVE OFFICERS

Mr. Nilsson. In connection with the acquisition of two manufacturing
facilities from Ericsson Business Networks AB located in Karlskrona, Sweden, we
entered into an Employment and Noncompetition Agreement and a Services Agreement
with Mr. Ronny Nilsson, each dated as of April 30, 1997.

Pursuant to the Employment Agreement, Mr. Nilsson:

- was appointed as our Senior Vice President, Europe for a four-year
period;

- is entitled to receive an annual salary of $250,000; and

- is entitled to a bonus of up to 45% of his annual salary upon the
successful completion of certain performance criteria.

Pursuant to the Services Agreement, Mr. Nilsson is to perform management
consultation and guidance services to us in consideration for:

- an aggregate of $775,000 which was paid between March 31, 1997 and April
15, 1998; and

- the issuance by us to Mr. Nilsson of an interest-free loan in the amount
of 51,875 kronor ($415,000 as of April 15, 1997, the date of the
issuance of the loan) which was repaid by Mr. Nilsson in two
installments of $210,000 on September 15, 1997 and $205,000 on April 15,
1998.

In connection with Mr. Nilsson's repayment of the interest-free loan, on
April 15,1998 we paid to Mr. Nilsson as compensation an amount equal to the two
installments paid by Mr. Nilsson.

Mr. Goh. In connection with our acquisition of JIT Holdings Limited, JIT
entered into a noncompetition agreement with Goh Thiam Poh Tommie, Chairman of
the Board of JIT and a principal shareholder of JIT. Pursuant to this agreement,
Mr. Goh agreed that within specific geographic areas he will not own or manage a
business that competes with JIT or solicit any employees or customers of JIT.
This agreement will terminate upon the earlier of one year after the termination
of Mr. Goh's employment with JIT or November 30, 2003.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION
The members of the compensation committee of our Board of Directors during

fiscal 2001 were Messrs. Sharp and Moritz. None of our officers serve on our
compensation committee. No interlocking relationships exist between our Board of

84



Edgar Filing: FLEXTRONICS INTERNATIONAL LTD - Form 10-K/A

Directors or compensation committee and the board of directors or compensation
committee of any other company.

DIRECTOR COMPENSATION

FEach individual who first becomes a non-employee Board member is granted a
stock option to subscribe for 15,000 ordinary shares at an exercise price equal
to the fair market value of our ordinary shares on the date of grant. After this
initial grant, on the date of each Annual General Meeting, each individual who
is at that time serving as a non-employee director receives a stock option to
subscribe for 3,000 ordinary shares at an exercise price equal to the fair
market value of our ordinary shares on the date of grant, all
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pursuant to the automatic option grant provisions of our 1993 Share Option Plan.
Pursuant to this program, Messrs. Ahkong, Moritz, Sharp, Foley and Tsui each
received option grants for 3,000 ordinary shares in fiscal 2001 at an exercise
price of $42.0313 per share.

In addition, all directors receive reimbursement of reasonable out-of-pocket
expenses incurred in connection with meetings of the Board of Directors. No
non-employee Director receives any cash compensation for services rendered as a
director. No director who is our employee receives compensation for services
rendered as a director.

COMPLIANCE UNDER SECTION 16 (a) OF THE SECURITIES EXCHANGE ACT OF 1934

Section 16 of the Securities Exchange Act of 1934, as amended, requires our
directors and officers, and persons who own more than 10% of our common stock to
file initial reports of ownership and reports of changes in ownership with the
Securities and Exchange Commission and the Nasdag National Market. Such persons
are required by Securities and Exchange Commission regulations to furnish us
with copies of all Section 16(a) forms that they file. Based solely on our
review of the copies of such forms furnished to us and written representations
from our executive officers and directors, we believe that all Section 16 (a)
filing requirements for the year ended March 31, 2001 were met with the
exception of the following: Messrs. Manire, Schlepp, Snyder and Smach failed to
file timely Forms 3; Messrs. Bhardwaj, McNamara, Marks and Schlepp failed to
timely file Forms 4 for October 2000; and Messrs. Bhardwaj, McNamara, Marks,
Porter, Schlepp and Smach failed to file timely Forms 4 for February 2001.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth information as of May 1, 2001 regarding the
beneficial ownership of the our ordinary shares, by

each shareholder known to us to be the beneficial owner of more than 5%
of our ordinary shares;

each director;

each executive officer named in the Summary Compensation Table; and

all directors and executive officers as a group.
Information in this table as to our directors and executive officers is

based upon information supplied by these individuals. Information in this table
as to our 5% shareholders is based solely upon the Schedules 13G filed by these
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shareholders with the Securities and Exchange Commission. Where information
regarding shareholders is based on Schedules 13G, the number of shares owned is
as of the date for which information was provided in such schedules.

Beneficial ownership is determined in accordance with the rules of the
Securities and Exchange Commission that deem shares to be beneficially owned by
any person who has voting or investment power with respect to such shares.
Ordinary shares subject to options that are currently exercisable or exercisable
within 60 days of May 1, 2001 are deemed to be outstanding and to be
beneficially owned by the person holding such options for the purpose of
computing the percentage ownership of such person but are not treated as
outstanding for the purpose of computing the percentage ownership of any other
person. Unless otherwise indicated below, the persons and entities named in the
table have sole voting and sole investment power with respect to all the shares
beneficially owned, subject to community property laws where applicable.
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In the table below, percentage ownership is based upon 480,058,647 ordinary
shares outstanding as of May 1, 2001.

SHARES BENEFICIALLY OWNED

NAME AND ADDRESS OF BENEFICIAL OWNER NUMBER OF SHARES PERCENT

5% SHAREHOLDERS:

Entities associated with AXA Financial, Inc. (1) .......... 45,279,073 9.4%
1290 Avenue of the Americas
New York, NY 10104

T. Rowe Price Associates, InC. (2) .ttt teeeeeeneennennn 26,521,115 5.5
100 E. Pratt Street
Baltimore, MD 21202

Entitles associated with FMR Corporation(3) .............. 24,634,204 5.1
82 Devonshire Street
Boston, MA 02109

EXECUTIVE OFFICERS AND DIRECTORS:

Richard L. Sharp (4) .ttt ittt ettt et eee et eeaeanns 6,062,202 1.3
Goh Thiam Poh TomMmMie ... it ii ittt ettt teeeeeeeneeanns 5,573,114 1.2
Michael E. MarksS (5) it ittt ittt it et et e et et eeeeeeann 5,285,777 1.1
Michael MCNAMATA (6) v ettt ittt ettt et et e e eeeeeeeeeeeeeeeenans 2,641,700 *
Robert R.B. Dykes (7) ittt ittt ettt eee et eeaeenns 1,606,407 *
Michael J. MOritz (8) ot v ii ittt ittt e ettt ettt eeeeeeann 455, 682 *
RONNY NilSSON (9) v ii it iii ittt et ettt e eeeeeeeeeeeaaanns 390,000 *
Tsul SUNG Lam(L10) v v vttt ittt ettt e et ettt eneeeeeeneanns 313,946 *
Humphrey Porter (11) ...ttt ettt ettt eeneanns 272,003 *
Patrick Foley (L12) ittt ittt ettt e eaeeeeeeeeaaaens 208,250 *
Chuen Fah Alain AhKong (13) ..ttt ittt ittt eeeeeennanns 28,250 *
All 16 directors and executive officers as a group(l4) ... 25,986,948 5.3%
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Less than 1%.

Based on information supplied by AXA Financial, Inc. in an amended
Schedule 13G filed with the Securities and Exchange Commission on February
12, 2001.

Based on information supplied by T. Rowe Price Associates, Inc. in a
Schedule 13G filed with the Securities and Exchange Commission on February
14, 2001.

Based on information supplied by FMR Corporation in an amended Schedule
13G filed with the Securities and Exchange Commission on February 13,
2001.

Includes 1,480,000 shares beneficially owned by Bethany Limited
Partnership. Mr. Sharp, the general partner of Bethany Limited
Partnership, has voting and investment power over such shares and may be
deemed to beneficially own such shares. Mr. Sharp disclaims beneficial
ownership of all such shares except to the extent of his proportionate
interest therein. Also includes 612,000 shares held by RLS Charitable
Remainder Unitrust of which Mr. Sharp is a co-trustee and 96,250 shares
subject to options exercisable within 60 days after May 1, 2001 held by
Mr. Sharp.

Includes 24,000 shares held by the Justin Caine Marks Trust and 24,000
shares held by the Amy G. Marks Trust. Also includes 3,166,039 shares
subject to options exercisable within 60 days after May 1, 2001 held by
Mr. Marks.

Includes 1,950,930 shares subject to options exercisable within 60 days
after May 1, 2001 held by Mr. McNamara.

Includes 232,166 shares held by the Dykes Family LP Trust. Also includes
1,228,501 shares subject to options exercisable within 60 days after May
1, 2001 held by Mr. Dykes.

Includes 359,432 shares held by the Maximus Trust. Also includes 96,250

shares subject to options exercisable within 60 days after May 1, 2001
held by Mr. Moritz.
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Represents 390,000 shares subject to options exercisable within 60 days
after May 1, 2001 held by Mr. Nilsson.

Includes 271,594 shares subject to options exercisable within 60 days
after May 1, 2001 held by Mr. Tsui.

Represents 272,003 shares subject to options exercisable within 60 days
after May 1, 2001 held by Mr. Porter.

Includes 168,250 shares subject to options exercisable within 60 days
after May 1, 2001 held by Mr. Foley.

Represents 28,250 shares subject to options exercisable within 60 days
after May 1, 2001 held by Mr. Ahkong.

Includes 9,065,280 shares subject to options exercisable within 60 days
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after May 1, 2001.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.

Other than compensation agreements and other arrangements, which are
described in "Executive" Compensation, and the transactions described below,
during fiscal 2001, there was not, nor is there currently proposed, any
transaction or series of similar transactions to which we were or will be a
party:

- in which the amount involved exceeded or will exceed $60,000; and

- in which any director, executive officer, holder of more than 5% of our
ordinary shares or any member of their immediate family had or will have
a direct or indirect material interest.

LOANS TO EXECUTIVE OFFICERS

Mr. Marks. On October 11, 2000, our principal U.S. subsidiary, Flextronics
International (USA), Inc., which we refer to in this section as Flextronics USA,
loaned $10,569,658 to Mr. Michael Marks, our Chairman of the Board and Chief
Executive Officer. Mr. Marks executed a promissory note in favor of Flextronics
USA that bore interest at a rate of 5.96% and was to mature on November 11,
2003. In fiscal 2001, Mr. Marks paid the principal in full, together with
accrued interest.

Mr. McNamara. On October 22, 1996, Flextronics USA loaned $135,900 to Mr.
Michael McNamara. Mr. McNamara executed a promissory note in favor of
Flextronics USA that bears interest at a rate of 7.00% and matures on October
22, 2001. The remaining outstanding balance of the loan as of March 31, 2001 was
$179,464 (representing $135,900 in principal and $43,564 in accrued interest).

On November 25, 1998, Flextronics USA loaned $130,000 to Mr. McNamara. Mr.
McNamara executed a promissory note in favor of Flextronics USA that bears
interest at a rate of 7.25% and matures on November 25, 2003. The remaining
outstanding balance of the loan as of March 31, 2001 was $152,797 (representing
$130,000 in principal and $22,797 in accrued interest).

On April 14, 1999, Flextronics USA loaned $950,000 to Mr. McNamara. Mr.
McNamara executed a promissory note in favor of Flextronics USA that bears
interest at a rate of 4.19% and matures on May 3, 2003. The remaining
outstanding balance of the loan as of March 31, 2001 was $1,089,663
(representing $950,000 in principal and $139,663 in accrued interest).

On October 11, 2000, Flextronics USA loaned $152,236 to Mr. McNamara. Mr.
McNamara executed a promissory note in favor of Flextronics USA that bears
interest at a rate of 5.96% and matures on November 11, 2003. The remaining
outstanding balance of the loan as of March 31, 2001 was $156,546 (representing
$152,236 in principal and $4,310 in accrued interest).

Mr. Dykes. On January 15, 1999, Flextronics USA loaned $200,100 to Mr.
Robert Dykes. Mr. Dykes executed a promissory note in favor of Flextronics USA
that bears interest at a rate of 7.25% and matures on January 15, 2004. In
fiscal 2001, Mr. Dykes paid the principal in full, together with accrued
interest.

On October 11, 2000, Flextronics USA loaned $1,046,886 to Mr. Dykes. Mr.
Dykes executed a promissory note in favor of Flextronics USA that bore interest
at a rate of 5.96% and was to mature on November 11, 2003. In fiscal 2001, Mr.
Dykes paid the principal in full, together with accrued interest.
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Mr. Smach. On April 3, 2000, Flextronics USA loaned $1,000,000 to Mr.
Thomas J. Smach. Mr. Smach executed a Loan and Security Agreement and a
promissory note in favor of Flextronics USA that does not bear interest and
matures on April 3, 2005. The remaining outstanding balance of the loan as of
March 31, 2001 was $1,000,000 in principal.

Mr. Snyder. On April 20, 2000, Flextronics USA loaned $1,000,000 to Mr.
Ronald R. Snyder. Mr. Snyder executed a Loan and Security Agreement and a
promissory note in favor of Flextronics USA that did not bear interest and was
to mature on April 20, 2005. In fiscal 2001, Mr. Snyder paid the principal in
full.

OTHER LOANS TO EXECUTIVE OFFICERS

In connection with an investment partnership, Glouple Ventures LLC, one of
our subsidiaries, Flextronics International, NV, which we refer to in this
section as Flextronics NV, has entered into the following transactions with our
executive officers.

- in July 2000, Flextronics NV loaned $76,922 to each of Messrs. Marks,
McNamara, Dykes, Porter, Nilsson, Bhardwaj, Schlepp, Snyder and Smach,
and each executed a promissory note in favor of Flextronics NV that
bears interest at a rate of 6.40% and matures on August 15, 2010;

- in August 2000, Flextronics NV loaned an aggregate of $51,157 to each of
Messrs. Marks, McNamara, Dykes, Porter, Nilsson, Bhardwaj, Schlepp,
Snyder and Smach, and each executed promissory notes in favor of
Flextronics NV that bear interest at a rate of 6.22% and mature on
August 15, 2010; and

- in November 2000, Flextronics NV loaned an aggregate of $428,286 to each
of Messrs. Marks, McNamara, Dykes, Porter, Nilsson, Bhardwaj, Manire,
Schlepp, Snyder and Smach, and each executed promissory notes in favor
of Flextronics NV that bear interest at a rate of 6.09% and mature on

August 15, 2010.

As of March 31, 2001, the entire principal amount of these loans, together
with $102,698 of accrued interest, was outstanding.

PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K
(a) DOCUMENTS TO BE FILED AS PART OF THIS ANNUAL REPORT ON FORM 10-K

1. Financial Statements. See Item 8, "Financial Statements and
Supplementary Data."

2. Financial Statement Schedules. The following financial statement
schedule is filed as part of this report and should be read together

with our financial statements:

Schedule II -- Valuation and qualifying accounts
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3. Exhibits. The following exhibits are filed with this annual report on
Form 10-K:

INCORPORATED BY REFERENCE

EXHIBIT FILING
NO. EXHIBIT FORM FILE NO. DATE
2.01 Exchange Agreement dated as of June 11, 10-K 000-23354 06-29-99

1999 among the Registrant, Flextronics
Holding Finland Oy3j, Kyrel EMS Oyj, and
Seppo Parhankangas

2.02 Agreement and Plan of Merger dated November 8-K 000-23354 12-06-99
22, 1999 among the Registrant, Slalom
Acquisition Corp. and The DII Group, Inc.¥*

2.03 Agreement and Plan of Reorganization dated 8-K 000-23354 09-15-00
July 31, 2000 among the Registrant, Chatham
Acquisition Corporation, and Chatham
Technologies, Inc.*

2.04 Merger Agreement dated August 10, 2000 S-3 333-46770 09-27-00
among the Registrant, JIT Holdings Limited,
Goh Thiam Poh Tommie and Goh Mui Teck
William, as amended.*

2.05 Agreement and Plan of Reorganization dated S-3 333-46200 09-20-00
August 31, 2000 among the Registrant,
Lightning Metal Acquisition Corp., Coating
Acquisition Corp., Lightning Tool
Acquisition Corp., Lightning Metal
Specialties, Incorporated, Coating
Technologies, Inc., Lightning Tool and
Design, Inc., Lightning Metal Specialties
E.M.F., Ltd., Lightning Manufacturing
Solutions—-Europe, Ltd., Lightning
Manufacturing Solutions Texas, L.L.C.,
Lightning Logistics, L.L.C., Papason,
L.L.C., 200 Scott Street, L.L.C., 80 Scott
Street, L.L.C., 230 Scott Street, L.L.C.,
1350 Lively Blvd, L.L.C., D.A.D.
Partnership, S.0.N. Partnership, S.O.N. II
Partnership, and shareholders and members
of such companies.*

2.06%* Exchange Agreement dated January 14, 2000,
among the Registrant, Palo Alto Products
International Pte. Ltd., and the
shareholders of Palo Alto Products
International Pte. Ltd., Palo Alto
Manufacturing (Thailand) Ltd., and Palo
Alto Plastic (Thailand) Ltd.

3.01 Memorandum and New Articles of Association 10-Q 000-23354 02-09-01
of the Registrant.

4.01 Indenture dated as of October 15, 1997 8-K 000-23354 10-22-97
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between Registrant and State Street Bank

and Trust Company of California, N.A., as
trustee.
U.S. Dollar Indenture dated June 29, 2000

between the Registrant and Chase Manhattan
Bank and Trust Company, N.A., as trustee.

Euro Indenture dated as of June 29, 2000
between Registrant and Chase Manhattan Bank
and Trust Company, N.A., as trustee.

Credit Agreement dated April 3, 2000 among
the Registrant and its subsidiaries
designated under the Credit Agreement as
borrowers from time to time, the lenders
named in Schedule I to the Credit
Agreement, ABN AMRO Bank N.V. as agent for
the lenders, Fleet National Bank as

documentation agent, Bank of America,

National Association and Citicorp USA, Inc.
as managing agents, and The Bank of Nova
Scotia as co-agent (the "Flextronics
International Credit Agreement.*

Credit Agreement dated as of April 3, 2000
among Flextronics International USA, Inc.,

The DII Group, Inc., the lenders named in
Schedule I to the Credit Agreement, ABN
AMRO Bank N.V. as agent for the lenders,
Fleet National Bank, as documentation
agent, Bank of America, National
Association and Citicorp USA, Inc. as
managing agents, and The Bank of Nova
Scotia as co-agent (the "Flextronics USA
Credit Agreement") .*

Amendment, dated as of June 15, 2000, to
the Flextronics USA Credit Agreement.*
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EXHIBIT

First Amendment, dated as of April 3, 2001,
to the Flextronics International Credit
Agreement .*

Second Amendment, dated as of April 3,
2001, to the Flextronics USA Credit

Agreement .*

Form of Indemnification Agreement between

10-Q 000-23354 08-14-00
10-Q 000-23354 08-14-00
10-K 000-23354 06-13-00
10-K 000-23354 06-13-00
10-Q 000-23354 11-14-00
INCORPORATED BY REFERENCE
FILING
FORM FILE NO. DATE
s-1 33-74622
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(b)

On January 29,
consolidated financial statements as of March 31,
the three years in the period ended March 31, 2000, giving retroactive effect to
our mergers with Chatham Technologies, Inc. and Lightning Metal Specialties and
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the Registrant and its Directors and
certain officers.

Registrant's 1993 Share Option Plan.+

Registrant's 1997 Employee Share Purchase
Plan.+

Flextronics U.S.A. 401 (k) plan.+

Employment and Noncompetition Agreement
dated as of April 30, 1997 between
Flextronics International Sweden AB and
Ronny Nilsson.+

Services Agreement dated as of April 30,
1997 between Flextronics International USA,
Inc. and Ronny Nilsson.+

Promissory Note dated April 15, 1997
executed by Ronny Nilsson in favor of

Flextronics International USA, Inc.

ld Form of Secured Full Recourse Promissory

Note executed by certain executive officers

of the Registrant in favor of Flextronics
International, NV, in connection with
Glouple Ventures 2000 - I.

ld Form of Secured Full Recourse Promissory

Note executed by certain executive officers

of the Registrant in favor of Flextronics
International, NV, in connection with
Glouple Ventures 2000 - ITI.

el Deed of Noncompetition dated November 30,
2000 among JIT Holdings Limited and Goh
Thiam Poh Tommie.+

el Subsidiaries of Registrant

Consent of Arthur Andersen LLP

Consent of Deloitte & Touche LLP

10-K

10-K

10-K

333-55850

333-95189

33-74622

000-23354

000-23354

000-23354

Certain schedules have been omitted. The Registrant agrees to furnish
supplementally a copy of any omitted schedule to the Commission upon

request.

Previously filed.

Management contract, compensatory plan or arrangement.

Reports on Form 8-K:

related entities.

2001 we filed a current report on Form 8-K including our
1999 and 2000 and for each of

02-16-01

01-21-00

quarter ended
03-31-97

quarter ended
03-31-97

quarter ended
03-31-97
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On February 1, 2001 we filed a current report on Form 8-K relating to (i) our
underwritten public offering of 27,000,000 of our ordinary shares, all of which
were sold by us, at a public offering price of $37.9375 per share and (ii) our
announcement that we had entered into a non-binding memorandum of understanding
with Ericsson in which we

66

were selected to manage the operations of Ericsson's mobile phone business. This
Form 8-K was amended on February 8, 2001 to file the underwriting agreement
relating to our underwritten public offering.

67

SIGNATURES
Pursuant to the requirement of Section 13 or 15(d) of the Securities

Exchange Act of 1934, the Registrant has duly caused this Amendment No. 1 to its
Report to be signed on its behalf by the undersigned, thereto duly authorized.

Date: December 14, 2001

FLEXTRONICS INTERNATIONAL LTD.
By: /s/ Michael E. Marks

Michael E. Marks
Chairman of the Board and
Chief Executive Officer
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Valuation and Qualifying Accounts
Schedule II

Years Ended March 31, 1999, 2000 and 2001
(in thousands)

ADDITIONS
BALANCE AT EFFECT CHARGED TO
BEGINNING OF OF COSTS AND
YEAR ACQUISITIONS EXPENSES
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Allowance for doubtful accounts:

Year ended March 31, 1999 $ 15,446 S 223 $ 1,149 S

Year ended March 31, 2000 16,939 1,123 12,534

Year ended March 31, 2001 24,957 10,293 9,429
Accrual for unusual charges:

Year ended March 31, 1999 5,445 —— 79,286

Year ended March 31, 2000 6,554 —— -

Year ended March 31, 2001 931 - 686,805
Reserve for inventory obsolescence:

Year ended March 31, 1999 19,834 3,095 7,624

Year ended March 31, 2000 29,812 3,046 32,345

Year ended March 31, 2001 61,792 34,341 33,634
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EXHIBIT INDEX

INCORPORATED BY REFERENCE

EXHIBIT FILING
NO. EXHIBIT FORM FILE NO. DATE
2.01 Exchange Agreement dated as of June 11, 10-K 000-23354 06-29-99

1999 among the Registrant, Flextronics
Holding Finland Oy3j, Kyrel EMS Oyj, and
Seppo Parhankangas

2.02 Agreement and Plan of Merger dated 8-K 000-23354 12-06-99
November 22, 1999 among the Registrant,
Slalom Acquisition Corp. and The DII
Group, Inc.*

2.03 Agreement and Plan of Reorganization 8-K 000-23354 09-15-00
dated July 31, 2000 among the
Registrant, Chatham Acquisition
Corporation, and Chatham Technologies,
Inc.*

2.04 Merger Agreement dated August 10, 2000 S-3 333-46770 09-27-00
among the Registrant, JIT Holdings
Limited, Goh Thiam Poh Tommie and Goh
Mui Teck William, as amended.*

2.05 Agreement and Plan of Reorganization S-3 333-46200 09-20-00
dated August 31, 2000 among the
Registrant, Lightning Metal Acquisition
Corp., Coating Acquisition Corp.,
Lightning Tool Acquisition Corp.,
Lightning Metal Specialties,
Incorporated, Coating Technologies,
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Inc., Lightning Tool and Design, Inc.,
Lightning Metal Specialties E.M.F.,
Ltd., Lightning Manufacturing
Solutions—-Europe, Ltd., Lightning
Manufacturing Solutions Texas, L.L.C.,
Lightning Logistics, L.L.C., Papason,
L.L.C., 200 Scott Street, L.L.C., 80
Scott Street, L.L.C., 230 Scott Street,
L.L.C., 1350 Lively Blvd, L.L.C., D.A.D.
Partnership, S.0.N. Partnership, S.O.N.
IT Partnership, and shareholders and
members of such companies.*

2.06%* Exchange Agreement dated January 14,
2000, among the Registrant, Palo Alto
Products International Pte. Ltd., and
the shareholders of Palo Alto Products
International Pte. Ltd., Palo Alto
Manufacturing (Thailand) Ltd., and Palo
Alto Plastic (Thailand) Ltd.

3.01 Memorandum and New Articles of 10-Q 000-23354 02-09-01
Association of the Registrant.

4.01 Indenture dated as of October 15, 1997 8-K 000-23354 10-22-97
between Registrant and State Street Bank
and Trust Company of California, N.A.,
as trustee.

4.02 U.S. Dollar Indenture dated June 29, 10-0Q 000-23354 08-14-00
2000 between the Registrant and Chase
Manhattan Bank and Trust Company, N.A.,
as trustee.

4.03 Euro Indenture dated as of June 29, 2000 10-Q 000-23354 08-14-00
between Registrant and Chase Manhattan
Bank and Trust Company, N.A., as

trustee.
70
INCORPORATED BY REFERENCE
EXHIBIT FILING
NO. EXHIBIT FORM FILE NO. DATE
4.04 Credit Agreement dated April 3, 2000 10-K 000-23354 06-13-00

among the Registrant and its

subsidiaries designated under the Credit
Agreement as borrowers from time to time,
the lenders named in Schedule I to the
Credit Agreement, ABN AMRO Bank N.V. as
agent for the lenders, Fleet National Bank
as documentation agent, Bank of America,
National Association and Citicorp USA, Inc.

95



10.

10.

10.

10.

10.

10.

10.

10.

10.

.05

.06

LQ7x*

.08**

01

02

03

04

05

06

07

08**

09**

Edgar Filing: FLEXTRONICS INTERNATIONAL LTD - Form 10-K/A

as managing agents, and The Bank of Nova
Scotia as co-agent (the "Flextronics
International Credit Agreement.*

Credit Agreement dated as of April 3, 10-K 000-23354
2000 among Flextronics International
USA, Inc., The DII Group, Inc., the
lenders named in Schedule I to the
Credit Agreement, ABN AMRO Bank N.V. as
agent for the lenders, Fleet National
Bank, as documentation agent, Bank of
America, National Association and
Citicorp USA, Inc. as managing agents,
and The Bank of Nova Scotia as co-agent
(the "Flextronics USA Credit
Agreement") . *

Amendment, dated as of June 15, 2000, to 10-Q 000-23354
the Flextronics USA Credit Agreement.*

First Amendment, dated as of April 3,
2001, to the Flextronics International
Credit Agreement.*

Second Amendment, dated as of April 3,
2001, to the Flextronics USA Credit
Agreement.*

Form of Indemnification Agreement S-1 33-74622
between the Registrant and its Directors
and certain officers.

Registrant's 1993 Share Option Plan.+ S-8 333-55850

Registrant's 1997 Employee Share S-8 333-95189
Purchase Plan. +

Flextronics U.S.A. 401 (k) plan.+ S—-1 33-74622

Employment and Noncompetition Agreement 10-K 000-23354
dated as of April 30, 1997 between

Flextronics International Sweden AB and

Ronny Nilsson.+

Services Agreement dated as of April 30, 10-K 000-23354
1997 between Flextronics International
USA, Inc. and Ronny Nilsson.+

Promissory Note dated April 15, 1997 10-K 000-23354
executed by Ronny Nilsson in favor of
Flextronics International USA, Inc.

Form of Secured Full Recourse Promissory
Note executed by certain executive officers
of the Registrant in favor of Flextronics
International, NV, in connection with
Glouple Ventures 2000 - I.

Form of Secured Full Recourse Promissory
Note executed by certain executive officers
of the Registrant in favor of Flextronics
International, NV, in connection with

06-13-00

11-14-00

02-16-01

01-21-00

quarter ended
03-31-97

quarter ended
03-31-97

quarter ended
03-31-97
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Glouple Ventures 2000 - ITI.

71
INCORPORATED BY REFERENCE
EXHIBIT FILING
NO. EXHIBIT FORM FILE NO. DATE
10.10** Deed of Noncompetition dated November

30, 2000 among JIT Holdings Limited and
Goh Thiam Poh Tommie.+

21.01** Subsidiaries of Registrant
23.01 Consent of Arthur Andersen LLP
23.02 Consent of Deloitte & Touche LLP
* Certain schedules have been omitted. The Registrant agrees to furnish
supplementally a copy of any omitted schedule to the Commission upon
request.

** Previously filed.

+ Management contract, compensatory plan or arrangement.
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