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For Washington businesses in general and manufacturers in particular, the 2009
legislative session was noteworthy more for the issues that were debated than the bills
that were actually passed.
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and whether more incentives will be needed to keep Boeing in the state were at the top
S e s s i-related ssueso r e
But none of those issues, for various reasons, resulted in actual legislation. The
Worker Privacy Act was scuttled by a controversy over allegations that labor had tried
to strong-arm legislators to approve the bill. The governor proposed formation of a state
aerospace council to consider the Boeing issue (enabling legislation is still pending).
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County projects continue, but And the need to patch a $9 billion hole in th
! |l awmakerso6 sense that Washington voters are |
two more are on hold; Avure  |ooks like a tax increase.

Technologies is sold; and Manufacturers did get a few pieces  of good news, however. The Grays Harbor

. Economic Development Council asked members to give HB 2211 a push. That bill,

other items from around the related to construction of a new State Route 520 bridge across Lake Washington,

state. Page 3. woul d mean 300 construction jobs to build the
said, but it was concerned that the bill woul

. sion. The bill passed.
Future of Manufacturing: The shipbuilding community got a boost from the state transportation budget, with
Interview with Rory Lee Nay, & commitment to press ahead on four state ferries between now and 2013. The first
: three will be 64-car Island Home-class ferries. The fourth will be either an Island Home

president of Proto Technolo- or a 144-car ferry, depending on what money is then available. A fifth vessel, another

gies Inc. in Liberty Lake and  144-car ferry, is proposed for a later two-year budget cycle.

t he SBAOGsSs Washi nOjem ohpleﬁcm%qla]lon that did pass was SSB 5963, the unemployment in-
ura e b|| According to a final bill report prepared by legislative staff, the measure

business person of the year.  changes the employer taxes to more closely match benefits charged back to that em-

Page 4. ployer. In a system known as fApay at 2, <charg
charged to the employer based on the workerds
year, not just the two quarters in which the
ference between benefits paid out and benefits charged back to an employer is spread

Our Next Issue: across all empl oyers as a social cost. The fe
(Continued on page 4)
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Paccar Trucks Arenodot Rolling From R

Suppliers, vendors and employees hoping for some sign

that Paccar I nc.06s Kenworth
ton might soon resume productmaork edf
get much encour agement -dquarterm

earnings report.

In that report, Bellevue-based Paccar again cut its esti-
mate of industrywide orders for Class 8 trucks (the type pro-
duced at Renton) in the U.S. and Canada to 100,000 to
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seen since 1992, said D.A. Davidson & Co. analyst JB Groh.
Paccar subsidiary Kenworth Truck Co. also announced it
is ready to take orders for its T800 truck with an engine pow-
ered by liquefied natural gas. But Kenworth also said those
produced
Originally that truck was to be produced at Renton. But
that was before Paccar made the decision to cut production of
highway trucks at Renton from 16 a day to none, effective in
mid-January; 430 layoffs resulted. The only production that
remained at Renton was two giant off-highway trucks a day.
Groh was asked whether he heard anything in the earnings
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work through an excess inventory of used, low-mileage trucks.
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Paccar, which has a policy of building trucks only on spe-
cific orders, said in its quarterly earnings release that freight
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Light At The End Of The Tunnel, Or Another Train Headed Our

Way? A Look At Quarterly Earnings

Reports From Manufacturers

Quarterly earnings reports from publicly traded companies af f ect ed by a stronger dollar, 0 he
get a lot of attention anyway, but the most recent batch was very strong bookings and our total backlog is at record levels,
intently scrutinized for evi dwhncceh tghi avte st hues rceocnef si sdieonncées ibno ttthoem |
finally has been found, and i fPatcharénc.é s o-fjuariegnetineomafélltol perceatrtot e d
climbing out of its hole, at $k68andlion,as tevesue felidy nealy tplfto jasgundeng deeper

The analysis after reviewing earnings reports from Wash-  billion. While the Bellevue-b ased truckmaker és Eur

ington manufacturing: A few hopeful signs, but not much in the
way of concrete evidence that conditions are broadly or signifi-

cantly improving. feel the recessionds bite as wel

Weyerhaeuser Co. , for example, lost $264 million in the pean operations was actually lower than revenue from the
first quarter, compared with a loss of $148 million a year ago.  U.S. and Canada in the first quarter, a sharp reversal from a
Sales from continuing operations fell by 38 percent to less year ago, as Europe saw a much higher percentage rate of
than $1.3 billion. decline.

A large portion of the loss was the result of one-time Intermec Inc. lost $10.4 million in its first quarter, compared
charges Weyerhaeuser took for closing mills (it took another ~ with net income of $7.7 million a year ago. Revenue fell 25
sizable charge for writing down the value of real-estate as- percent to $163 million.
sets). The FederalWay-based company sai d iThe Everetkhasednnaker ai bar-code and radio-frequency
smaller operating loss for the segment in second quarter due identification systems for tracking inventory and shipments
to cost reductions resulting from first-quarter facility closures  said second-quarter revenue will be $150 million to $165 mil-
and other cost-control measures. The company anticipates lion, with the quarterly loss (including restructuring charges) at
lowerraw-mat er i al costs and sl i gh1lloyl8 dentsglstane, vs H Icents in thefirsugoeeter.. 0

The results for Key Technology Corp. , the Walla Walla Clearwater Paper Corp. , a Spokane-based pulp, paper
manufacturer of food processing equipment, reflected the and lumber producer spun off from Potlatch Corp. last Decem-
moves companies are making to deal with the downturn. Key  ber, reported afirstquar t er profit of $13.6 m
reported a loss for the fiscal second quarter in part because of pleased with the operational and financial performance of our
a one-time charge for a workforce reduction and writing offthe consumer products segment, o0 said C
cost of a potential facility expansion. Revenue was also down Jones, referring to the unit that makes bathroom and facial
20 percent from a year ago. ti ssue, paper towels and napkins.

iMost major geographic r egi pembsardsegmenthasrhed up relativeky eell $o thes paiht, we
product lines have been adversely affected by the global eco- are now seeing signs of significantly weaker-than-normal pa-
nomic slowdown, 06 sai d Key T e cphrinoardl mgklpgs. Gl& Gnlike atheis oh the wood products
Camp. iAl t hough we are recei vi npusinessywe pre aijtirually reoni@ringlour lumbeu miltsiowers
from customers, the sales cycle from inquiry to frmorderhas al | contri bution to the company's
become | onger than we pr evi ou s lIntgrnatorapAbsoibents me d,.a &erndale company that

One company that had more positive results to report was  uses recycled materials for such products as oil and water
Bothell-based SonoSite Inc. The maker of handheld ultra- filtration and liquid-spill cleanups, reported a profit for the fiscal
sound units reported operating income that was down froma  year ending Jan. 31 that was actually ahead of the previous
year ago but was still positive. Sales were off just 1 percent year, by 11 percent, on an 8 percent increase in sales.
from a year ago, with U.S. revenue actually up 5 percent. lt, too, is seeing a slowdown. i

But Sonositeds Chief Execut haviegitKeffectiomus &caed sidwed insthe lattedpartof the
some cautionary notes. A The wearrksditmgid everal gronmhmfmB\perosrit, the firsttimaih i n u e
to be challenging with diffi cmnalnty wiesairbsi Itihtayt, oweh eh asvaei ch aidn |tehses e
rel ease. iWe see signs of oppsoaritdu nGotryd oann dEldrioswt ht hoef fcsoentp abnyy das ¢
strong headwind from U.S. hospital market softness and the worldwide tighten up their inventories our customers have
stronger dollar. We assume that the U.S. dollar will continue to been doing the same such that sales continue to slow as we
strengthen and that changes in foreign currency will have a move into the new year. o
negative effect of 4-5 percent on revenue. Key Tronic Corp ., a contract electronics manufacturer

AfWe therefore expect that t basednSpokanevyléysmaBadddl € saraechv catra prefit for
could potentially be flat to down 10 percent as compared to the fiscal third quarter ending March 28, although revenue
2008. We are responding by increasing our expense reduction dropped 14 percent from a year ago. Key Tronic said it ex-
targets to a range of 5-10 percent, from the previous goal of 5 pects fiscal fourth-quarter revenue to be $40 million to $43
percent. We intend to continue introducing innovative and cost million, compared with $44.2 million in the third quarter, with
-,effective new products as t hearmngsatbregkevendossigitlyg positive.

Itron Inc. , the Liberty Lake-based maker of utility meters, AWhil e we have maintained our exi
said revenue was down 19 percent from a year ago, as the continue to see slowdowns in order
company reported a loss of $19.7 million for the quarter (that s ai d Cr ai g Gat es, Key Tronicbés CEQ
included a large one-time charge for a conversion of debt to growth from many of our new programs has also been slowed
equity. due to the recession, all of those new programs continue to

ltrondéds Chief Executive Mal moveforWands worth said the econ-
omy remains soft. fAWe are seeimyeeddrict sueft o haddl|l oowdowm pinpel i
the U.S. economy and our international results have been programs despite the challenging e

erations have been carrying the company through the North
American slump in recent quarters, Europe is now starting to
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News Wire: The Latest In Washington Manufacturing

MOSES LAKE: Two manufacturing projects in Grant County
are still under construction, but two others have been put on
hold because of the economy, the local economic develop-
ment council reports.

Norco Inc. plans to open an air-separation plant to produce |
oxygen, nitrogen and argon gas. The Moses Lake plant will
have five employees when it begins operating later this sum- &=
mer, but it will also serve as a distribution hub for 20 long-haul
drivers. Boise, Idaho-based Norco provides welding, safety )
and home-care medical supplies. The gases produced at the
plant will be used for welding, patient care in hospitals and
cold storage by food processors.

Morse Steel Service is building a 58,000-square-foot pro-
cessing and distribution facility to turn steel into fabricated
parts and shapes. Bellingham-b ased Mor seds
Lake facility will replace a plant in Wenatchee.

The two companies that have suspended construction on
new plants are Guardian Fiberglass Inc. and Specialty Chemi-
cal Products LLC.

Guardian Fiberglass broke ground in October 2007 for a
500,000-square-foot facility to fabricate insulation used in
commercial and residential buildings. When operations begin,
that plant will employ 130.

Specialty Chemical Products, a subsidiary of Columbia
Ventures Corp., bought a former sugar beet processing plant
with plans to convert it to the production of precipitated silica

Customers of Avure Technologies use isostatic presses
such as this to form and improve components for the con-
and fluoride salt. Precipitated silica is used in production of ventional and alternative energy, aerospace, military and
rubber, food, cosmetics and toothpaste, while fluoride salt is advanced energy markets. Photo courtesy Avure Tech-
used for water treatment and oil drilling. Specialty Chemical nologies.

expects to have 50 employees when operating.

KENT: Avure Technologies Inc. said it has been sold to Mile-
ABERDEEN: Weyerhaeuser Co. said it will close its Bay City  stone Partners, a private-equity firm based in St. Davids, Pa.
log export facility, a move that will mean layoffs for 54 employ- Avure had been owned by The Gores Group, another private
ees. Weyerhaeuser, which has operated Bay City since the equity firm.

early 1970s, said it will handle log sorting and exports at facili- Avure was spun off from Kent-based Flow International
ties in Olympia and Longview. Corp., a manufacturer of high-pressure waterjets used in in-
dustrial cutting and cleaning applications, in November 2005.
EVERETT: Intermec Inc. said it plans to cut its workforce by Pat Adams, Avurebds chief executive

12 percent through the rest ohésin2r@aledl revehuastby moneehan 2vs tinnek, dnd profitatsl-a y
how many people would be affected by the cuts. Intermec had ity has increased by even more.

announced a 7 percent cut, or 150 jobs, in January. In its 10-K Avure has three lines of business. It produces equipment
annual filing with the Securities and Exchange Commission, that treats food with high pressure to destroy microorganisms
Intermec reported 2,070 full-time employees as of Dec. 31, that cause illness or spoilage. It makes isostatic presses, in
with 63 percent of those in the U.S. which gas or liquid under high pressure is used to reduce or

eliminate internal porosity without deforming the part being
LACEY: Spring Air/Consolidated Bedding has told the state treated. And it makes sheet-metal shaping equipment.

Employment Security Department it is closing its Spring Air The company said a number of Avure managers are also

mattress factory, effective May 1, a move that will mean lay- investing in the company with Milestone. The purchase price

offs for 45 workers. The trade publication Furniture/Today said was ndét di scl osed.

the company had closed after a management effort to buy the Adams said Avure and Flow continue to invest together in

company failed. technology research, and Avure buys pumps for its food-
treatment systems from Flow.

SEATTLE: Boeing employment in Washington as of April 30 Avure has its principal design and manufacturing opera-

dipped to 74,277, down 1,219 from the end of March, and tions in Vasteras, Sweden, and a total of 150 employees.

down 2,140, or 2.8 percent, since the end of 2008. Boeing Adams said Avure hopes to launch new products, expand

employment in this cycle peaked at 76,689 in Washington as  sales in Europe, Latin America and Asia and move its prod-
of Oct. 31, 2008. A year ago Boeing employment in the state  ucts into new industrial markets.
was 74,971.
BELLEVUE: The index numbers for both current and fore-
SEATTLE: Boei ngbs order book gai rastdcan8itionsevere upindgirfrem Mauch, accoodig to
26 due to cancell ati ons, ac c dahedViesteqn Washingtom ahapterofthe dlatignél Assaciatidna t e d

tally. Turkish Airlines ordered five 777s and an unidentified of Purchasing Managers. The Pacific Northwest current index

customer ordered 13 737s. But Boeing also reported one or-  was at 44.6 for April, up 4.3 points from the March reading.

der for a 777 and 25 orders for the 787 were dropped. The forecast gained 1.5 points to 45.7. At less than 50, both
For the year to date (through May 5) Boeing had picked up indicate an economy still in recession.

41 net new orders for the 737, lost one for the 747, added Current employment was up but survey participants pre-

eight for the 777 and lost 49 for the 787, for a net change of dicted it will drop in the next 90 days. Inventories were down
minus one order for all models. Ryanair added 13 orders and  and forecasted to drop further. Reported prices were up but
Southwest and Alaska Air each added five, all for 737s. Gulf expected to decline in the next three months. Deliveries were
Air has placed eight orders for the 787. slightly slower but the forecast was for shorter lead times.

Through April 2009 Boeing delivered 160 planes, 122 of Items listed in short supply include military-spec resistors,
those being 737s. some bearings and heat-transfer fluid.



The Future of Manufacturing: Rory Lee Nay, Proto Technologies President

When you want to turn a drawing-board ideaintoarealprod- t hat on and do th
uct, you might turn to a company like Proto TechnologiesInc., | ooki ng at what t
a 14-year-old, 27-employee Liberty Lake company that pro- talent here to do it.
duces prototypes and does small-run custom manufacturing.

Rory Lee Nay, Proto Techos PReacmisngacmpaniestoiSmpkanehe 2009 Wash -

e job for you. It
he customerds nee

ington small business person of the year, as selected by the Il 6m not a native of Spokane. I 6V e
Uu. S. Smal | Business Admini st rnaotwi.o n\hse nSela tftilres td insotvreidc to voefrf ihceer.e ,
The SBA said Nay was selected for her record onfthefidewagathi ng
lessons daily in how to balance and manage family, employ- ob6bclock and say, |
ees, finances and customers. It is her tenacity in the face of the heckbdbs the tr
adversity, her business acumen, her dedication to excellence Where is everybod:
and her outreach to share the fruits of her success with others Coming from Seattle,
(that make) Rory Nay a prototype for all ent r thgevwanahuge differd
ence. Well we have traf-
On current conditions for manufacturers: fic now. We donoét
We work with companies that are actually doing R&D. that any more. But
Theyore designing, theydére creating that new poodvetgohalt dodwer |
going to be coming out, and then they go to somebody else for (prices), lower wages,
mass production. Wedbve been busy; webdre not siadmmed. b®euti ful |
have seen stuff that has been put on hold because they have still not as metropolitan
no credit. But then | have some customer s t haéanamaa theSeateorn g
their small production forthemi and t heydédre booming. Some Portl and area. Th
of it is European companies, medical, just a Mtdooffeeiterg., Andilt 6s not
one specific industry. The money thatdés c¢ omi nthinkipeopleraretséemmg g o v -
ernment for grants and being start-up companies or technol- that. ...
ogy driven with energy, obviously thatdés goi ng Ithe2hyedrsghat | donod:
know that we see a lot of that yet, but | think over the long run |l 6ve | ived here, |
that wildl hel pé. RORY LEE NAY building is right now used
Right now in todayds market, | think ités | usot bcer efdairtm ifsiseu edss..
really do. | 6ve seen it with hnoyu sciunsgt odneevresl .o plndenm tgse t toifnfg cteh eb usill od
pay, Afwe have to put the job gown hold because the investors
have stopped. o (2008) was a huge year for us. Here in Spo-
kane (for) a |l ot of my coll e aMatwildiivelaecoyesyar was great. And
then all of a sudden the housing market crashed everything. As soon as the market starts i mpi
And then the banking. That snowballed. people will start releasing the purse strings, bankers will start
releasing credit, and it wildl pick
The advantages of being small: know i f youdbve shopped el ectronics
I n our business thereds noteampltygt Whatdbmpgonieg tbahappenl asge
in what we do, because we have to be rapid. Yousendmea saying, fiWe need product, 06 and nob
file, you want it tomorrow. Once you start getting companies of a sudden itdés going to be, i Boo
that are hundreds of employees and layers of management, everybodydés got to get back to wor
you candt be very rapid. Wh e nloodgatastare going tmapkenl up g littlel bit.Hew nauthlwil theyo k e e p
turning things very quickly. open,whoknowsi but they wil/ open up. |
Wedre able to open up t o c umbusinessragain bseas ecansng. ltwidl gut peopla backuos -
tom (manufacturer): What can we do that you need done? | manufacturing jobs. Wedre waiting

may not typically be doing it, but | have the talent here to take slowly getting there.

The Legislature Goes Home: What Did It Leave Behind?

(Continued from page 1) taxes. After representatives of business  Department of Community, Trade and
groups objected, that provision was re- Economic Development.

charge at 46 i s out mavéd; thedegidlabon askstfoyaréviewe au Oane pi ece of | egislatio
federal law requires that unemployment  of the issue with a report due late this pass, to the relief of the petroleum refin-
tax rates reflect avwgetrual benefits pai dingindustry, was a measure that would

The legislation reduces the experi- Among other notable pieces of legis- have imposed a $1.50 a barrel fee at the
ence-based component of unemploy- lation passed in the mostrecentsession opoi nt of first possessi
ment-insurance taxes starting in 2010 (synopses come from legislative bill re-  products that contribute to stormwater
(the amount depends on the specific rate ports): pollution. Those products were defined
class). The flat social cost factor varies y HB1062, ext endi nasintludiag apphalt &nd wad wik, lubli-i t y
depending on the estimate of months of  tax exemption for certain electrolytic cants, motor vehicle fuel and residual

benefits in the trust fund. The combined  processes (production of chlor-alkali and fuel oil. Not included were crude oll, jet
rates are capped at 5.4 percent for cer-  sodium chlorate) to Dec. 31, 2018. It had and aviation fuel, home heating oil, fuel
tain agriculture, forestry and fishing em-  been due to expire in 2011. Testimony for agricultural purposes and products

ployers, and at 6 percent for all others. indicated the exemption helps support intended for export.
One other piece of legislation busi- jobs in Longview and Grant County. As of press time the governor and
ness had its eye on o¢oomHBErled raas élolréa rzedislativetliehders liaé gecded against a
certificates for retail-sales tax exemp- ment of Natural Resources to set up special sessiond for now. But as noted
tions. As originally drafted the legislation biomass-to-energy demonstration pro- on the list of bills that did pass this year,
would have required custom contractors jects through public-private partnerships. those pieces of legislation not approved
to pay the sales tax, then apply that y EHB 2242, splittarnegn 6otf fd eaa dh eywe tDe-but coul

amount as a credit against sales and use partment of Commerce from the existing ered next year.



