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Chairman’s Statement

Upon taking over last year as Chairman,
| was asked a deceptively simple question:
“What do you see as the challenges facing
NMI?” At the time, | replied that as NMI’s
membership had grown significantly,
continuing to deliver a valued service was
both a priority and a challenge. One year
on, I'm pleased to report that NMI has
risen to the challenge and is succeeding
to do just that. I'd also like to take this
opportunity to update my response.

Looking at NMI on its 10th birthday, it's
clear that the organisation has deep roots
in the engineering side of the semi-
conductor industry. This is one of its
key strengths and one that has led to
the development of very successful
programmes — programmes with tangible
goals and measurable outcomes. The
immediate benefits of initiatives such
as the Climate Change Levy, industry

benchmarking and technical networks, for
example, are clear for all to see and have
been a major contributor to NMI’s growing
membership. Derek and his team are
doing a whole lot right!

Looking forward, it's my personal belief
that we have two key challenges ahead of
us. The first is to continue to develop the
scope and quality of our existing products
and services. Over the years, NMI has
succeeded where others have failed by
encouraging an industry full of natural
competitors to collaborate for the greater
good. The challenge now is to build on
that significant success: to encourage
industry to contribute more and to work
together to drive standards up, so that we
raise the bar on everything we do.

The second challenge is to forge a vision
of how the semiconductor sector will grow

within the UK and to act on industry’s behal‘
to support that vision. This will require‘
greater engagement with the various
business and commercial groups involved,
matched by stronger exchanges with
regional and national Government to ensure
that our industry is acknowledged as an
important national asset, worthy of public
sector support. Looking to the decade
ahead, NMI has to build on its existing
strengths to raise its own profile and speak
with a louder voice for the industry in a
wider community and at government level.

Given what | know of the people at NMI
and the amazing industry the organisation
represents, I'm confident that both will go
on to meet the challenges ahead and
continue to perform admirably.

Steve Neill, NMI Chairman
Managing Director, Infineon UK Ltd
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NMI’s tenth year has been one of its most
exciting, as well as one of the most
encouraging for the industry as a whole.
It has been great to see resurgence in
the fortunes of microelectronics: world-
wide demand continues to grow and
fab capacity has been tight almost
everywhere. Combined with continued
inward investment into UK design and
manufacturing, there’s a clearly emerging
strength in indigenous companies such
as ARM, CSR and Wolfson, along with
several others who are on the verge of
significant breakthroughs. It's great to see
real progress being made in all aspects of
the industry in the UK, once again proving
that engineering talent, entrepreneurial
spirit and a strong determination to
succeed are potent weapons in the face of
lower cost regions.

This year, NMI has been more vociferous
than ever before. We’ve produced reports
into the strength, depth and variety of
semiconductor design in the UK; we've
campaigned on the impact of the cost of
electricity and the impact of recent price
increases on jobs and investment; and
we’ve continued to be pro-active in
helping the industry help itself. There’'s a
leaner, fitter industry emerging and we’re
proud to be part of it.

I’'m also delighted with the progress we’ve
made in implementing our strategy. Today,
NMI is delivering even more of what the
industry wants — a fact that’s reflected in
our growing Membership. Most of that’s
down to a lot of hard work by the team.
Another of NMI's strengths is that we all
have an industry background and are
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sionate about its continued success.
We’ll continue to work tirelessly to support
our Members in the UK and Ireland and
are there to help you in any way we can.
We’re determined to provide value to our
Members and offer greater support to the
industry as a whole.

I hope you’ll join me in looking back on our
first 10 years with pride and looking
forward to our next 10 with great
excitement. If you're already an NMI
Member, I'd like to thank you for your
continued support. If not, you owe it to
yourself, your company and the industry to
take a closer look.

Derek Boyd, NMI Chief Executive
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Out with the old, in with the new

NMI continues to develop and support an innovation system that will help the UK to maintain
its position as a key player in the global microelectronics industry. We do so through improving
communication, promoting innovation and improving access to finance.

We’'ve said it before, but it bears repeating:
knowledge is the lifeblood of our industry.
To encourage the free exchange of ideas
and dissemination of the latest thinking,
NMI has instigated and continues to
facilitate a variety of technical and
business networks spanning the design
and supply chain. The topics may be
different, but their purposes are the same
— technical advancement, knowledge
exchange, business development and
collaboration.

Over the course of the year, we've
delivered on Analogue & Mixed Signal,
System Level Design, Design for Man-
ufacturing, Power Electronics, Verifica-
tion, Failure Analysis, Characterisation
and Reliability (FACR) and Lean Manufac-
turing. Always well attended, these

events are increasingly attracting an
international panel of speakers, helping
to raise the bar on performance. As well
as improving our existing networks, we
launched an entirely new one this year —
on Embedded Software - and have
identified the potential for still more which
we’ll progress in line with Members’

priorities.

Clearly, NMI is all for collaboration and not
just between Member sites. To enable us to
extend our reach and deliver even more,
NMI continues to work with our existing
partners and to forge new relationships for
the benefit of Members. Together with
SETsquared, we’ve delivered cutting-edge
business seminars on the subjects you've
asked for, such as Silicon Dream Team:
What it takes to secure funding for IC start-

ups and Mobile TV — Making media mobile.
We’ve also joined forces with The Welding
Institute (TWI) to launch a new technical
network. The first Wafer-Level Packaging
event was hailed as “illuminating” and has
already led to a number of promising
collaborations, including the commercial-
isation of one Member’s intellectual
property. A follow on event is already
planned for 2007.

Funding, of course, is crucial to
commercial success and here too NMI is
pulling out all the stops. To navigate a way
through the public funding quagmire and
shed some light on the many private
funding opportunities available, NMI has
researched and produced two invaluable
Funding Guides. Our Private Equity
Handbook, which is free to the entire



industry, improves understanding and
investor readiness for start-up companies.
Our Public Funding Guide, meanwhile,
builds on NMVI’s earlier achievements with
its public funding map and explains the
various mechanisms available, from a
local right through to the European level.
Both guides are specific to the micro-
electronics industry.

European funding is crucial to the UK, but
it's also an area in which we’re weak
compared to Continental Europe. The
scale of public investment is huge and
failure to participate will undermine our
competitiveness in the long-term. For
industry to take advantage of the
opportunities, however, Government has
to provide financial backing for the
organisations involved, as well as help in

accessing the funds. These funding
mechanisms may not be the most
straightforward, but it’s absolutely critical
that we find ways to overcome the
difficulties and ensure that national and
regional Government bodies support the
academic and industrial base to engage
more fully in Europe.

To demonstrate our commitment, NMI is
partnering with Targeting Innovation and
others in a project to support small and
medium-sized enterprises. To help them
raise their profiles abroad and engage
with the latest research funding Frame-
work Programmes, NMI plays an active
role in EPISTEP - a European Commis-
sion funded project to enhance SME
participation in IST European Tech-
nology Platforms. We’ve already put two

Members forward to join European
Technology meetings — the first step on the
road to Continental Europe.

This year has also seen the emergence
of two networks of leading academics:
Silicon Futures — a network of leading
UK organisations involved in silicon
research; and the Grand Challenges in
Microelectronics Design Network, tasked
with developing a common vision for
future research. Both programmes are of
great interest to our industry and you can
rest assured that NMl is fully engaged. We
will continue to push for greater funding of
relevant research and closer co-operation
between academia and industry.
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Look who’s talking . . .

. NMI speaks for the whole of the semiconductor community. Equally importantly,

people listen to what we say.

Following publication of the Electronics
Innovation & Growth Team (EIGT) Report in
2005, the DTI has been pushing ahead with
many of its recommendations. This year
witnessed the formation of the UK
Electronics Alliance (UKEA), an alliance of
many of the Trade Associations within the

electronics sector, which aims to provide a
platform for common challenges facing the
industry. A founder Member of the UKEA,
NMI is taking the lead on the Technology
Workstream going forward.

Following months of lobbying by NMI and
other trade bodies, the idea of an

Electronics Knowledge Transfer Network
(EKTN) was finally given the green light this
year. We know how productive knowledge
networks can be, so the prospect of an
Electronics-wide network with £3m of
funding over three years is great news for
the broader industry. The EKTN will start
formally in late 2006 and you can be
certain that NMI will play a key role. This is
the first of, hopefully, many major achieve-
ments by the UKEA.

In other news, NMI continues to work
directly with the DTI, the various devolved
administrations and regional development

agencies throughout the UK to promote
industry. We’ve been
instrumental, for instance, in facilitating
visits to Member sites to help the DTI
understand the challenges facing our
industry. Close to the top of that list you'll
find electricity prices — a key battleground
for NMI this year. Massive hikes in the cost
of energy have meant that the UK is now

the needs of

one of the most expensive places in the
world for energy intensive businesses.
NMI’s response has been concerted. As
well as leading our own delegation to the
DTI, we've been part of other, larger
delegations with the Major Energy Users



Council to Europe to push for investigation
of unfair trading practices. To-date we’ve
been dismayed at the lack of Government
action, but are pursuing a novel agreement
of our own with a leading electricity
supplier that could result in an improved
pricing structure. Our endeavours in the
area of energy efficiency also continue
apace - but more of that later.

On improving understanding of legislation
and best practice in environmental
matters, NMI continues to work closely
with regulatory bodies such as The
Health and Safety Executive (HSE), the

the HSE Joint Working Group and “
Manufacturing Environmental Advis
Committee (UKMEAC). This year also s
the formation of the Electronics Regulato
Group, whose remit is to anticipate®
proposed legislation. This should enabl
industry to take an earlier and more acti
role in shaping the legislation that affects it.,
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The right people for the job

There’s nothing like an upturn in the industry’s fortunes to highlight potential skills shortages.
To ensure an adequate supply of high calibre candidates NMI supports skills development,

education and training from the classroom up. ‘

We continue to work closely with industry
and academia to help develop several
innovative programmes designed to meet
industry’s need for the continuous develop-
ment of its staff.

Established over five years ago with the
help of NMI, CEESI (Continuing Education
in Electronic Systems Integration) today
° offers over 40 high quality modules
“ covering many aspects of electronic
wemgn, including digital design, software

“ﬁign, CAD and system-on-chip, system
ﬁn, RF and analogue design, and
munications. Last year we reported

comm.

that the CEESI project had secureds
further funding for a second phase up té £
2009 from the EPSRC (Engineering and
Physical Research Council). That was
a major milestone, which we’'ve been
able to build on this year by conducting
a skills survey to identify areas for develop-
ment. Looking forward, this will ensure
that CEESI remains as productive and
effective as it has ever been. To cap
the year off, CEESI won the EuroAsia
Semiconductor Education Initiative of the
Year Award 2006 - further evidence, if any
were needed, of the high regard in which
it’s held by industry.

)




One programme that has taken a very
different direction this year is IGDS -
the Integrated Graduate Development
Scheme programme in Advanced Silicon
Processing & Manufacturing Technologies.
Forced to close owing to the lack of
Masters level students currently involved
in UK semiconductor manufacturing,
NMI is delighted to report that a shorter,
more flexible programme, based on the
original material, is being developed
to meet Members’ requests. More on
that soon!

The Insight Leadership Development
Programme hasn’t stood still either.
Concluding the work begun last year, we
can now offer an introduction to the
Diploma, involving less of a time
commitment while still providing credits
towards the full Diploma — a popular option
with students. This year NMI also achieved
re-Certification as an Approved Centre by
the Chartered Management Institute and,
together with HR professionals, we’ve
started to run a tailored programme in the
public sector. Leadership continues to be a

key issue for the industry; Insight continues
to provide an excellent basis for those new
to the role.

NMI continues to support the promotion of
science education in schools, as well as
Engineering Doctorate programmes and
continuing professional development
generally. We also meet regularly with
SEMTA - the Sector Skills Council for
Science, Engineering and Manufacturing
Technologies.
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Better, faster, cheaper

Through its business enabling networks, Best Practice Forums and business support services,
NMI continues to improve the industry’s supply chain.

Now in their second year, the Design for
Manufacturing (DfM) and Failure Analysis,
Characterisation and Reliability (FACR)
networks are already reaping rich rewards
in technical advancement, knowledge
exchange, business development and
collaboration. These subjects become ever
more important to our industry as the
costs of failure, challenges of pinpointing
problems and time to market lost become
exponentially higher. As well as providing
information on the latest and greatest
tools and techniques, these networks
help to raise the profile of the key
providers. To further raise awareness of
the industry’s capability, both locally and
internationally, we’ve created an online

directory, Micropages, which is available
to Members through our website. Already
a big hit, this will continue to develop
in the future with the addition of more
functionality and content.

Our Equipment Engineering, Production
and Purchasing Best Practice Forums too
continue to achieve results, but in a
different way from before. Taking our cue
from the benchmarking and data provision
activities undertaken for Members, we’re
now working in more focused groups to
produce more tangible results. We've
brought together one particular group of
Members, for example, to share best
practice in quartz cost saving. There are

many more opportunities just waiting to be
explored and we’re currently putting in
place a system that will allow Members to
share topics for discussion and collaborate
towards their resolution.

™"

NMI continues to make good progress witu
our support for productivity improvement.
We've extended our Fab Benchmarking
study - one of the big stories of 2004-
05 - to include production performance
and capabilities, equipment engineering,
purchasing, human resources, training
and development data on a further 14
wafer fabs. Equally importantly, we’ve
started to drill down into that data to
discover exactly how certain Members



wwmanage to be so productive. By estab-

lishing as many relevant linkages as
possible and enabling Members to
learn from each other, the whole industry
benefits.

The Equipment Database, which paves
the way for Members to share parts,
knowledge and solve tool issues, is now
up and running. It has been joined by
a Suppliers Database designed to
help Members source products and
services. Our virtual equipment spares
stockroom, meanwhile, continues to make
good progress. Globalstockroom.com
is advancing through the pilot stages
and we’re now well on our way to deliver-

—

ing on this ambitious project that could
save the industry millions.

Looking at common issues, we’'ve
instigated a new network devoted
exclusively to smaller fabs sharing

common goals and challenges. A couple of
events down the line, the early signs are
very encouraging. During the course of the
year we’ve also visited a number of these
smaller fabs and made recommendations,
leading to productivity improvements.

Turning to energy, NMI continues to
manage the Climate Change Programme
for a growing number of Member sites,
securing some £4m in annual savings. And

‘.\r

following on from last year’s energy
benchmarking project, we’'ve now
embarked on an even bigger programme.
The new initiative, again funded by
the Carbon Trust, looks specifically at
air handling and movement - the
chief opportunity for savings highlighted
in the benchmarking exercise. Our
subcontractors, CH2MHill-IDC are one of
leading experts in fab
construction and energy efficiency and
we’re delighted to be working with them on
this project that’s due for completion in
early 2007. Initial indications are that this
will be a great success, saving in excess of
the target of 15,000 tonnes of CO,e.

the world’s
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Knowledge really is power

The last but by no means least important strand of NMI’s strategy is to establish, accumulate
and provide information to stakeholders for and about the industry. Here again we’ve well

and truly delivered!

During the course of the year NMI
researched, analysed and produced the
most comprehensive survey of the UK’s
semiconductor design activity ever
undertaken, polling a total of 450
organisations including integrated device
manufacturers, fabless companies, intel-
lectual property developers, design service
providers and research organisations.
Entitled ‘Designed in the UK’, the 55-page
report reveals the scale and composition
of the sector, its industry and application
focus and key challenges faced. The report
concludes that semiconductor is very
much alive and kicking in the UK and
deserves to be put back on the national
agenda. Designed in the UK is available
free to members and can be downloaded
from our website.

Within the finance space, you've already
heard that we’ve published two valuable
sources of information. Our Public and
Private Funding Guides look at the various
funding opportunities available specifically
from the perspective of the microelectronics
industry.

NMI’'s  Quarterly Business Demand
Forecasting is a new addition to the
growing number of services being
delivered electronically. Further evidence of
the industry’s optimism, this new survey
examines high-level trends of demand on
wafer fabs and is completed and published
online. The website itself has come on in
leaps and bounds and now provides
its many target audiences with more
information than ever before, including a

quarterly newsletter and Members Forum
complete with bulletin and
presentations from all our events. And

boards

we’re not done yet! Later this year, we’ll
be embarking on a major programme
of improvements to the website.

All this is in addition to NMI’s many other
regular sector surveys on subjects ranging
from commercial activity and technology to
core competencies and skills, as well as
bespoke industry and market reports
tailored to Members’ requirements. Making
connections and putting people in touch is
a big part of what we do and we do it well.





