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PART I
ITEM 1.    BUSINESS
Background of Company
KEMET Corporation (“we,” “us,” “our,” “KEMET” and the “Company”), is a global manufacturer of passive electronic
components. We first began manufacturing tantalum capacitors in 1958 as a division of Union Carbide Corporation
(“UCC”) and became a stand-alone legal entity in 1990 following a management buyout from UCC. In 1992, we
publicly issued shares of our common stock. Since then, we have made the following acquisitions:

Business Segment Fiscal
Year Business

Solid Capacitors Segment (“Solid Capacitors”) 2007 Tantalum Business Unit of EPCOS AG
Film and Electrolytic Segment (“Film and Electrolytic”)2008 Evox Rifa Group Oyj
Film and Electrolytic 2008 Arcotronics Italia S.p.A.

Film and Electrolytic 2012 Cornell Dubilier Foil, LLC (renamed KEMET Foil
Manufacturing, LLC (“KFM”))

Solid Capacitors 2012 Niotan Incorporated (renamed KEMET Blue Powder
Corporation (“KBP”))

Corporate 2013 34% economic interest in TOKIN Corporation
(“TOKIN”) (1)

Corporate 2016 IntelliData, Inc. (“IntelliData”)
Solid Capacitors and Electro-Magnetic, Sensors, and
Actuators Segment ("MSA") 2018 TOKIN (1)

______________________________________________________________________________
(1) In fiscal year 2013, our subsidiary, KEMET Electronics Corporation (“KEC”) acquired a 34% economic interest in
TOKIN as calculated based on the number of common shares held by KEC, directly and indirectly, in proportion to
the aggregate number of common and preferred shares of TOKIN outstanding as of such date. The Company
accounted for its investment in TOKIN using the equity method for a non-consolidated variable interest entity since
KEC did not have the power to direct significant activities of TOKIN. KEMET entered into a Definitive NEC TOKIN
Stock Purchase Agreement (the “TOKIN Purchase Agreement”) with NEC Corporation (“NEC”), to acquire all of the
outstanding shares of common stock and preferred stock of TOKIN not already held by KEMET. The transaction
closed on April 19, 2017 and on that date TOKIN became a 100% indirect owned subsidiary of KEMET.
Through the above acquisitions and organic growth we have expanded our product base to include multilayer ceramic,
solid and electrolytic aluminum and film capacitors, and electro-magnetic, sensors, and actuators.
General
We compete in the passive electronic component industry, specifically multilayer ceramic, tantalum, film and
aluminum (solid and electrolytic) capacitors, and Electro-Magnetic Compatible ("EMC") devices, sensors, and
actuators. Product offerings include surface mount, which are attached directly to the circuit board; leaded capacitors,
which are attached to the circuit board using lead wires; and chassis-mount and other pin-through-hole board-mount
capacitors, which utilize attachment methods such as screw terminal and snap-in. Capacitors are electronic
components that store, filter, and regulate electrical energy and current flow. As an essential passive component used
in nearly all circuit boards, capacitors are typically used for coupling, decoupling, filtering, oscillating and wave
shaping and are used in communication systems, servers, personal computers, tablets, cellular phones, automotive
electronic systems, defense and aerospace systems, consumer electronics, power management systems and many other
electronic devices and systems (basically anything that plugs in or has a battery).
Our product line consists of many distinct part configurations distinguished by various attributes, such as dielectric (or
insulating) material, configuration, encapsulation, capacitance (at various tolerances), voltage, performance
characteristics and packaging. Most of our customers have multiple capacitance requirements, often within each of
their products. Our broad product offering allows us to meet the majority of those needs independent of application
and end use.

Edgar Filing: KEMET CORP - Form 10-K

5



We believe the long-term demand for the various types of capacitors we offer will grow on a regional and global basis
due to a variety of factors, including increasing demand for and complexity of electronic products, growing demand
for technology in emerging markets and the ongoing development of new solutions for energy generation and
conservation. Our customer base includes most of the world’s major electronics original equipment manufacturers
(“OEMs”), electronics manufacturing services providers (“EMSs”) and distributors listed below.
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Major OEMs:

•Bosch Group, Cisco Systems Inc., Continental AG, Delphi Technologies PLC, Tesla Inc. and Denso in the automotive
segment.

•Apple Inc., Western Digital Corporation, Dell Inc., Nintendo and Google LLC in the Computer and consumer
segment.
•ABB Group, Terumo Corporation, Horiba and Schlumberger in the industrial and alternative energy segment.
Major EMSs:
•Flex Ltd, Jabil Circuit Inc., Celestica Inc and Sanmina-SCI Corporation
Major Distributors:
•TTI, Inc., Arrow Electronics, Inc. and Avnet, Inc.
Solid Capacitors products are commonly used in conjunction with integrated circuits, and the same circuit may, and
frequently does, contain both ceramic and tantalum capacitors. Tantalum capacitors are a popular choice because of
their ability for high capacitance in a small volume package. While ceramic capacitors are more cost-effective at lower
capacitance values, tantalum capacitors are more cost-effective at higher capacitance values while solid aluminum
capacitors can be more effective in special applications.
Film, paper and aluminum electrolytic capacitors can be used to support integrated circuits, but also are used in the
field of power electronics to provide energy for applications such as motor starts, power conditioning, electromagnetic
interference filtering safety and inverters. Capacitors account for the largest market within the passive component
product grouping.
The acquisition of TOKIN (the "TOKIN Acquisition") allowed the Company entry into EMC devices and sensor and
actuator markets. The EMC business offers a broad line of electrical noise management products. As circuits become
more complex within a device, and the amount of information being communicated between devices increases at a
dramatic rate, the quality of electronic signals becomes key to the integrity of the information being communicated.
TOKIN EMC products play a key role in maintaining signal integrity across a number of end markets including
telecommunications, mobile computing, automotive and general industries. The sensor and actuator business
manufactures products that sense and respond to human activity, physical vibration, and electric current. These
products are found in home appliances, consumer devices and industrial electrical equipment.
Our Industry
We compete with others that manufacture and distribute capacitors both domestically and globally and our success in
the market is influenced by many factors, including price, availability, engineering specifications, quality and breadth
of offering, performance characteristics, customer service and geographic location of our manufacturing sites. As in
all manufacturing industries, there is ongoing pressure on average unit selling prices for capacitors. To help mitigate
this effect, KEMET, as well as many of our larger competitors, have relocated their manufacturing operations to low
cost regions and locations in closer proximity to our respective customers.
Because capacitors are a fundamental component of electronic circuits, demand for capacitors tends to reflect the
general demand for electronic products, as well as integrated circuits, which, though cyclical, continues to grow. We
believe growth in the electronics market and the resulting growth in demand for capacitors will be driven primarily by
a number of recent trends which include:

•
the development of new products and applications, such as alternative and renewable energy systems, hybrid
transportation systems, electronic controls for engines and industrial machinery, smart phones and mobile personal
computing devices;
•the “internet-of-things” products;

•the next generation of automotive electronics to support advance driver assistance systems, as well as the connected
car;
•the increase in the electronic content of existing products, such as home appliances and medical equipment;
•consumer desire for mobility and connectivity; and
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•the enhanced functionality, complexity and convergence of electronic devices that use state-of-the-art
microprocessors.
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The acquisition of TOKIN increases our market opportunity through the EMC devices and sensor and actuator
markets.
Markets and Customers
Our products are sold to a variety of OEMs in a broad range of industries including the computer, communications,
automotive, military, consumer, industrial and aerospace industries. We also sell products to EMS providers, which
serve OEMs in these industries. Electronics distributors are an important channel of distribution in the electronics
industry and represent the largest channel through which we sell our capacitors. One electronics distributor, TTI, Inc.,
accounted for over 10% of our net sales in fiscal years 2018, 2017 and 2016. If our relationship with this customer
were to terminate, we would need to determine alternative means of delivering our products to the end-customers
served by them. In addition, an aggregate of over 10% of our net sales in fiscal year 2018 were driven by sales to EMS
providers for incorporation into Apple Inc. products.
While we are seeing a merging of major segments as connectivity and “internet-of-things” grow, the following table
presents an overview of the diverse industries that incorporate our capacitors into their products and the general nature
of those products.
Industry Products

Automotive

Adaptive cruise control, High intensity discharge headlamps, Light emitting diode electronic
modules, Lane departure warning, Camera systems, Audio systems, Tire pressure monitoring,
Power train electronics, Instrumentation, Airbag systems, Anti-lock braking and stabilization
systems, Hybrid and electric drive vehicles, Electronic engine control modules, Driver comfort
controls, Security systems, Radar, Connectivity systems and Advance driver assistance gear

Communications Smart phones, Telephones, Switching equipment, Relays, Base stations, and Wireless
infrastructure

Computer-related Personal computers (laptops, tablets, notebooks), Workstations, Servers, Mainframes, Computer
peripheral equipment, Power supplies, Solid state drives, and Local area networks

Industrial Electronic controls, Measurement equipment, Instrumentation, Solar and wind energy generation,
Down-hole drilling and Medical electronics

Consumer Digital media devices, Game consoles, Televisions, Audio devices, and Global positioning
systems

Military/Aerospace Avionics, Radar, Guidance systems, and Satellite communications

Alternative Energy Wind generation systems, Solar generation systems, Geothermal generation systems, Tidal
generation systems and Electric drive vehicles

We produce a small percentage of capacitors under military specification standards sold for both military and
commercial uses. We do not sell any capacitors directly to the United States government. Certain of our customers
purchase capacitors for products in the military and aerospace industries.
It is impracticable to report revenues from external customers for each of the above noted products primarily because
approximately 39.2% of our external sales were to electronics distributors for fiscal year 2018.
TOKIN increases our position in the following industries that incorporate EMC devices, sensors, and actuators into
their products:
Industry Products
Telecom
Infrastructure Switching equipment, Base stations, and Wireless infrastructure

Gaming Consoles, Displays, Power management

Consumer Battery chargers/AC adapters, Power supply, Refrigerators, Inductive cooking and Air
conditioning

Automotive Infotainment and Power supply
Medical Test and Diagnostic
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Industrial Semiconductor producing equipment and Measurement equipment
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KEMET in the United States
Our corporate headquarters is located in Fort Lauderdale, Florida.
Commodity manufacturing previously located in the United States has been substantially relocated to our lower-cost
manufacturing facilities in Mexico, China and Europe. Production remaining in the United States focuses primarily on
early-stage manufacturing of new products and other specialty products for which customers are predominantly
located in North America.
On February 21, 2012, we completed the acquisition of all of the outstanding shares of Blue Powder, a leading
manufacturer of tantalum powders. Blue Powder had been a significant supplier of tantalum powder to KEMET for
several years. KBP's principal operating location is in Carson City, Nevada. Over the next several quarters, the
Company will modify its vertical integration strategy by relocating its tantalum powder facility equipment from
Carson City, Nevada to its existing Matamoros, Mexico plant.
To accelerate the pace of innovations, KEMET maintains an Innovation Center for Solid Capacitors near Greenville,
South Carolina. The primary objectives of the KEMET Innovation Center are to ensure the flow of new product
platforms, material sets, and processes that are expected to keep us at the forefront of our customers’ product designs,
while enabling these products to be transferred rapidly to the most appropriate KEMET manufacturing location in the
world for low-cost, high-volume production.
KEMET in Mexico
We believe our operations in Mexico are among the most cost efficient in the world, and we expect they will continue
to be our primary production facilities supporting North American and European customers for Solid Capacitors. One
of the strengths of KEMET Mexico is that it is a local operation, including local management and workers. These
facilities are responsible for maintaining KEMET’s tradition of excellence in quality, service, and delivery, while
driving costs down. The facilities in Victoria and Matamoros are focused primarily on tantalum capacitors, while the
facilities in Monterrey are focused on ceramic capacitors.
KEMET in Asia Pacific
We have a well-established manufacturing, sales and logistics network in Asia to support our customers’ Asian
operations. We currently manufacture tantalum and aluminum polymer and electrolytic products in China. In addition,
as a result of the acquisition of TOKIN on April 19, 2017, we manufacture electromagnetic compatibility and sensor
and actuator products in China, Japan and Vietnam and tantalum capacitors in Thailand and Japan. The vision for
KEMET's foreign subsidiaries is for them to be primarily local operations, with local management and workers, to
help achieve our objective of being a global company. These facilities are responsible for maintaining our tradition of
excellence in quality, service, and delivery, while accelerating cost-reduction efforts and supporting efforts to grow
our customer base in Asia. In addition, we operate one innovation center for Solid Capacitors and two innovation
centers for MSA in Japan.
KEMET in Europe
We currently have one or more manufacturing locations in each of the following countries: Bulgaria, Finland, Italy,
Macedonia, Portugal, and Sweden. In addition, we operate product innovation centers in Italy, Portugal and Sweden.
We continue to maintain and enhance our strong European sales and customer service infrastructure, allowing us to
continue to meet the local preferences of European customers who remain an important focus for KEMET.
Global Sales and Logistics
KEMET serves the needs of our global customer base through four geographic regions: North America and South
America (“Americas”), Europe, the Middle East and Africa (“EMEA”), Asia and the Pacific Rim (“APAC”) and Japan and
Korea ("JPKO"). We also have independent sales representatives located in several countries worldwide including:
Brazil, Israel, Canada, and the United States.
In our major markets, we market and sell our products primarily through a direct sales force. With a global sales
organization that is customer-focused, our direct sales personnel from around the world serve on KEMET Global
Account Teams committed to serving any customer location in the world with a dedicated KEMET representative.
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The traditional sales team is supported by regional Field Application Engineers who are experts in electronic
engineering and market all of KEMET’s products by assisting customers with the resolution of capacitor application
issues. We believe our direct sales force creates a distinct advantage in the marketplace by enabling us to establish and
maintain strong relationships with our customers to efficiently process simple repeat business as well as to consult
with customers on new and technically complex custom applications. In addition, where appropriate, we use
independent commissioned representatives. This approach requires a blend
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of accountability and responsibility for specific customer locations, guided by an overall account strategy for each
customer. Our sales team works with the customers throughout the entire purchasing process, following opportunities
as they progress through concept, design, validation and, finally, mass production. In Japan, we market and sell
directly and through manufacturers agents, who sell exclusively for KEMET or TOKIN, and do not carry competitor
products. These manufacturers agents create unique custom solutions integrating our products which help pull our
products though the channel.
Electronics distributors are an important distribution channel in the electronics industry and accounted for 39.2%,
46.8%, and 41.9% of our net sales in fiscal years 2018, 2017 and 2016, respectively. A portion of our net sales to
distributors are made under agreements allowing certain rights of return and price protection on unsold merchandise
held by distributors. In addition, our distributor policy includes inventory price protection and “ship-from-stock and
debit” (“SFSD”) programs common in the industry.
Sales by Geography
In fiscal years 2018 and 2017, net sales by region were as follows (dollars in thousands):

Fiscal Year 2018 Fiscal Year 2017

Net Sales % of
Total Net Sales % of

Total
APAC $479,987 40.0% APAC $288,764 38.1%
EMEA 277,643 23.1% EMEA 237,890 31.4%
Americas 259,105 21.6% Americas 224,056 29.6%
JPKO 183,191 15.3% JPKO
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