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An eventful year

To our members, welcome to this review of what has been an extremely
eventful year. For anyone new to the National Microelectronics Institute
(NMI), a brief introduction.

The NMI was set up in 1996 by the industry and the DTI with a specific
purpose: to support the microelectronics industry in the UK and Ireland.

How? By working with its members, educational organisations, regional
bodies and government to develop the right staff; improve the supply
chain; share best practice, costs and resources; shape policy and
match make between manufacture and design.

Why? To improve our members’ profitability. Now that we’re acquainted,
here’s how we’ve served our members over the last year.
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Onwards and upwards

| never cease to be amazed by the power of collaboration. By working
together, the NMI, its members, government agencies, universities and
regional bodies have managed to maintain our industry’s forward
momentum, actually increasing its competitiveness during some
testing times. As a result, we're now well poised to take advantage

of the anticipated upturn.

Over the last year, | have watched NMI's industry role and influence
grow ever stronger and continue to be impressed by the support and
programmes it delivers to member companies. Among this year’s
particular highlights — NMI's pivotal role in new initiatives such as the
UK Paradigm Shift Consortium and Bristol Silicon Network, as well
as its ongoing work with the Climate Change Levy and collaborative
Equipment and Health & Safety Forums.

It's a team effort, of course, but | would like to take this opportunity to
recognise the contribution of NMI's staff who work tirelessly to support
members’ interests, always with great enthusiasm and professionalism.

Thank you to all our members. Make the most of NMI.
It's your organisation after all.

Gerry Edwards

NMI Chairman

Vice President & Managing Director
National Semiconductor (UK) Ltd
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Still punching above our weight

There’s no doubt about it, NMI has enjoyed a good year. Supporting our
members, throughout the UK and Ireland, we've made and are continuing
to make significant strides forward in the way our industry operates.
Throughout the industry, staff are better educated, managers better trained
and achievements better publicised. Productivity is up and energy use

is down. Thank you to all those who've played a part.

The challenge now is to continue to promote our industry’s capability and
to ensure that our members are able to take full advantage of the forecast
improvements in worldwide markets. Only by continuing to invest in new
technologies and constantly improving our productivity will we be able to
keep the UK at the forefront of microelectronics design and manufacture.

Derek Boyd
NMI Chief Executive
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Improving the way we work

You have to run just to stand still in the
microelectronics industry — such is the pace
of progress and calibre of competition. There has
been nothing half-hearted therefore about NMI’s
efforts to maintain the UK’s position within this
ultra-competitive market. Over the last year,
these efforts have been as successful as they
have diverse.

Chief amongst our activities, NMI led the formation
of the UK Paradigm Shift Consortium (UKpsc),

our industry’s response to the House of Lords’
well-publicised report on funding gaps within IC
systems design*. A collaboration between industry,
academia, government and EPSRC, UKpsc will —
over the coming years — increase investment so
that we can plug those all-important gaps. By
capitalising on the fact that the UK has more design
houses than anywhere else in Europe, by building
upon the existing expertise within our universities
and by dramatically improving design productivity,
UKpsc will provide a world-class collaborative
research activity that will both encourage existing
industrial companies to stay and grow their UK
enterprises, and act as a magnet to attract new

or expanded inward investment. For the latest on
this initiative, visit www.microelectronics.uk.com

We’re determined to make the most of what

we’ve got in other ways too. Which is why we’re
constructing our own detailed database of the
microelectronics industry. Providing much improved
information on each company’s capabilities and
areas of expertise, this will be of tremendous value
both to members and the Institute. It could prove
to be a catalyst for future collaborative partnerships
and will also help Regional Development Agencies
(RDAs), the DTI and others to clearly define the
scope of the industry, what support it requires and
the contribution it makes to each region’s economy.

We’ve strong relationships with RDAs and it’s
important for us to understand how each region
is serving our industry so that we can promote
programmes that help both our members and
RDAs achieve their mutual goals. The Scottish
Technology Forum (STF), established by several
Trade Associations within the hi-tech area and
facilitated by Scottish Enterprise, is an excellent
example of this regional collaboration. Representing
the broad interests of its members, the STF speaks
with a single voice to the Scottish Executive on
priorities for the wider industry north of the Border.
NMI is a key member of the STF and plays an
active role in promoting the needs and image

of the industry in Scotland.

“We constantly read how everything is pear shaped in
industry. Here is the very positive response to the Lord
Wade Report?, published last December, which called
for the existence of a body such as UKpsc to steer and
focus research activity into system on chip development,
which will help to maintain the UK’s leadership position
in systems design.”

David Rees, MD, Cypress Semiconductors
International Design Centres

*
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Next on the agenda, our role as local network
facilitator. Another of NMI’s major achievements
this year has been supporting the inauguration of
the British Silicon Network (BSN). Facilitated by
NMI, with funding from the South West Regional
Development Agency, BSN provides a unique
opportunity for managers representing the 400-
plus silicon designers based in this, Europe’s
unsung capital of microchip design and innovation,
to mix and match ideas for the benefit of everyone.
Three meetings in, the initiative has already proven
its worth, and not always in the most positive of
circumstances. One member company, for
instance, was able to find jobs for its soon to
be made redundant designers via the forum,
whilst another managed to secure all-important
venture capital funding. Centred on Bristol, the
Network includes firms from as far afield as Bath,
Corsham and Swindon. We expect it to be the first
of many such successes throughout the country.

1

Back to basics

At a more fundamental level, we’re continuing our
work within the very cogs of the microelectronics
industry. Through a host of Best Practice Forums,

in areas as diverse as Human Resources, Education
and Training, Health & Safety, Utilities and Production,
we’re constantly reviewing and improving the way
our industry works.

Through these Forums and by driving forward
change, we’re delivering significant improvements
sure to boost our members’ productivity. To combat
the problems associated with breakdowns and
prolonged downtime, for example, we’ve developed
a master database of companies, equipment and
spare parts. From now on, whenever a piece of
equipment breaks down, member companies

can source spares locally and quickly (even from
each other) whilst the part is on order, minimising
downtime and its impact on profitability. Not only
that, we’re busy working on common problems to
develop constructive feedback to industry’s suppliers.

Chips for Everything: Britain’s opportunities in a key global market,
report from the House of Lords Science and Technology Committee,
published on Friday 12 December 2002.
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Developing our most valuable asset

Processes and procedures are one thing, but what
about the other vital half of the equation: people.
The microelectronics industry needs a ready and
able supply of highly skilled staff, and not just on
the ‘factory floor.”

NMI takes an interest from the classroom up,
ensuring the right quantity, as well as quality,

of future employees. Last year, for instance, we
commissioned a special video for schools,
designed to stem the tide and encourage more
children to study maths, science and technology.
We’ll need to wait years, of course, to see the
results of that particular initiative, but the fruits of
our other education programmes are plain to see.

The CEESI project, for example, has already
welcomed over 300 engineers through its doors.
Now in its third year, the Continuing Education in
Electronics Systems Integration series of modules
has now swelled to over 30, with the University of
Manchester being the latest addition to the ranks
of top class academic institutions taking part.
With a handful of new modules expected to be
offered next season, CEESI will continue to be a
source of the highest quality postgraduate training.
For more on this, visit www.ceesi.ac.uk.

Like CEESI, the Integrated Graduate Development
Scheme (IGDS) programme in Advanced Silicon
Processing & Manufacturing Technologies was jointly
developed by academia and industry — ensuring it
meets the practical needs of the marketplace.
Intended for professional engineers and scientists
employed in the microelectronics industry, seeking
new knowledge and ‘fast-track’ career development,
it delivers just that. In fact, we’re delighted to announce
that during this year’s SEMICONDUCTOR- 2003
event, one of its students, Paul Sermanni from
Motorola, was named ‘Best Delegate of the Year

in the Semiconductor Industry’ — praise indeed!

“The programme is a tremendous vehicle for personal and

professional development within the industry... whether
you want to learn more about your chosen speciality or
broaden and enhance your overall knowledge of
semiconductor manufacturing, this course will go a long
way to giving engineers all the knowledge they need.”

Paul Sermanni, Motorola UK

*
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Other highlights include NMI's Management and
Leadership Development programme, Insight,
receiving accreditation from the Chartered
Management Institute, making it an even more
compelling proposition for the vast majority of
managers who don’t have any formal training.
The first candidates from three member companies
are currently going through formal assessment
and, hopefully, qualification! Over the coming year,
we’re looking forward to working with even more
of our members in this crucial area.

In addition to CEESI and IGDS, NMI is also working
with SEMTA (the Sector Skills Council for Science,
Engineering and Manufacturing) where we’re aiming
to improve the opportunities for lifelong learning and
vocational qualifications. One significant issue is the
possible demise of semiconductor modules in
Process Engineering north of the Border.
Obviously, we’re doing everything we can to
preserve the course and a decision is expected
soon. Watch this space!

Building upon our links with academia, we’re also
working hand in hand with universities to develop
the Innovative Manufacturing Research Centre
(IMRC), at the heart of the microelectronics
industry’s future. Jointly funded by industry and
EPSRC, this programme is all about identifying
and carrying out research aimed at improving the
manufacturing process. Right now we’re working
to raise awareness of the IMRC within industry
and help shape its focus.

Commenting on the CEESI programme, Steve Neill,
Infineon Technologies, said, “Initiatives like this
play a critical role in ensuring that the UK design
community is both competitive and flexible
enough to face today’s challenges. CEESI has
done much to facilitate the building of common
goals between universities and colleges. Industry
needs this to continue if it’s to leverage the best
that the academic community can provide.”

“CEESI is a good start towards providing the targeted

training needed to keep the UK ahead in Europe, and
abreast of the best of the US design activities.”

Steve Neill, VP Bristol Development Centre
Infineon Technologies UK Ltd
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The proof of the pudding

Clearly, we've been busy. And besides all the other
ongoing benefits of business processes, education
and training, we’ve delivered all this:

Within the topical area of Climate Change, we’ve
continued to build on the valuable work begun

in 2001. Today, NMI maintains Climate Change
Agreements for no less than 20 companies within
two sector agreements. ‘Maintaining’ though doesn’t
really do our role justice. What we actually do is
take care of the entire administrative burden, so
that the whole process is as simple and straight
forward as possible. We provide specialist support
on entry requirements, energy efficiency targets,
data collation and performance reporting. Not only
that, but off our own bat, we’re also in the process
of developing internet-based software that will allow
companies to enter data and judge for themselves
whether they’re meeting energy efficiency targets

in real-time. Developed in conjunction with the
Knowledge Transfer Programme at Napier University,
the longer-term plan is to work with other Trade
Associations on a commercial basis, extending

the benefits to even more companies.

The upshot of all this? Well, during 2002-3 we
saved members in the semiconductor sector
£2.5m, whilst Cathode Ray Tube manufacturers
benefited to the tune of £1.2m!

Going hand in hand with these discounts on the
Climate Change Levy are the reciprocal savings
to be won through making energy efficiencies.
Through the NMI’s Utilities Best Practice Forum,
we share the latest information on energy efficiency
measures, advice complemented by Action Energy
Assessments (run by The Carbon Trust), and in
many cases, specialist on-site implementation.
As a result, member companies have saved in
excess of £56m on their 2002 energy bill.

And there’s the potential for much more!

*
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NMI is committed to helping our industry, one of
the ten most energy intensive in the UK, to reach
its Carbon Reduction targets. Holders of Climate
Change Agreements are already 15% more energy
efficient. What’s more, we’re working with The
Carbon Trust to promote the use of Renewable
Generation at our member sites.

For those companies, with Climate Change
Agreements, who’ve managed to outperform their
targets, the news is even better! On their behalf,
we’ve traded £100,000 worth of Carbon Allowances
via the UK Emissions Trading Scheme. Where has
all the money gone? Straight back into our member
organisations, of course. Carbon Trading is forecast
to become a £10bn commodity trading market
within the next 10 years. NMI, you won’t be surprised
to hear, is at the leading edge.

Still on energy, 2002-3 saw NMI develop a partnership
with British Energy (the UK’s leading industrial and
commercial electricity supplier), which saved some
member companies as much as 30% on their previous
electricity and gas bills. That’s on top of all the
other savings being made through energy
efficiencies.

What's left you might ask? Well, water, and in
particular the disproportionately high increases

in commercial rates in Scotland. Over the coming
months, we hope to be able to report back that
we’ve secured significant savings for our members
in this area. Through representations to DEFRA and
the Treasury, we’ll also be looking to broaden entry to
Climate Change Agreements. Again, watch this space.

To check if you qualify, please contact NMI directly
for a quick assessment.

“NMI has been a pro-active and progressive partner,

working with The Carbon Trust’s Action Energy
programme to the benefit of its members. The jointly-
funded best practice programme has delivered significant
energy savings to-date and we’re looking at even bigger
opportunities for 2004. Keep up the good work NMI.”

Bill Atkinson, Engineering Sector Consultant, Action Energy



Next up...

What'’s next in the pipeline? Whatever is good for
the industry, of course.

At a bricks and mortar level, we’ll be broadening
the scope and advantages of our Best Practice
Forums. Just now, we’re looking at the possibility
of setting up forums in Electronic Design Automation
Tools, for design members; and Cost Management,
for manufacturing members. We’ll also be working
closely with our Equipment Group to promote
further best practice, the sharing of information and
ways to improve the supply chain in this critical
area. We’ll be facilitating more meetings too
between the BSN, and hopefully inaugurating other
similar networks throughout the country.

Within education, we’ll be extending the range of
modules available through CEESI to include Low
Power System Design, Self Timed Logic, IP Block
Integration, DSP in Speech Technology, and Mobility
and the Internet. We’ll be fighting to preserve those
endangered semiconductor modules, and along
with academia, developing the UKpsc and IMRC
initiatives, which together will help to ensure that
the UK remains one of the world’s premier systems
design and manufacturing centres.

On the energy front, we’ll be continuing to preach
the gospel of energy efficiency, but to an even wider
audience, with more Utilities Purchasing and ‘Green
Power’ events planned. Not only that, but we’ll be
turning our sights on water rates and launching our
new CCL/Energy Efficiency software. There will be
more benchmarking too of course — so that you

can see how your company is performing relative

to everyone else.

Not bad for starters!

And then there’s all those things that we can’t yet
see or don’t yet know about, all of which we’ll tackle
in our usual way — with sleeves rolled up and eyes
wide open.

We can’t wait...

M

NMI is unique

If it didn’t do what it does, then no-one else would.

A non-profit making organisation, financed through membership fees
and the other specialist services it provides, the Institute gives much
more than it takes. Membership fees represent only a fraction of the
savings enjoyed by its members, savings complemented by a host
of other advantages. Current members include semiconductor
manufacturers, design houses, fabless semiconductor companies,
vendors, suppliers to the industry and regional development agencies.

For more on the benefits of joining, visit www.nmi.org.uk

“Motorola have historically held memberships of many

different organisations. After a detailed analysis, we’re
convinced that NMI has consistently delivered the most
cost-effective and productive relationship.”

Bill Millar, General Manager, Motorola SPS
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