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Various incentives for wafer fabrication investors

Mari na Emmranuel

GOVERNMENT support for investnents in sem conductor fabricated wafers will
soon see suitable tax and other non-fiscal incentives proffered to | oca
and foreign investors.

This nove, while ained at providing Mal aysia better access to wafer
technol ogy, is also neant as an i nducenment for multinationals to venture
into a highly capital -intensive industry, also considered high-risk ow ng
toits cyclical nature.

"The Governnent is prepared to support such projects,” Prinme Mnister
Dat uk Seri Dr Mahat hir Mhanmad sai d yesterday when opening the RVb. 5
billion SilTerra Ml aysi a sem conductor wafer fabrication facility at the
KulimHi - Tech Park in Kedah.

Using Sil Terra as an exanple, Dr Mahathir said in addition to the 10
year tax incentive given to the conpany, it was also offered a training
grant anounting to RVb million.

Acknowl edgi ng the current global slowdown in the seni conductor narket,
Dr Mahathir pointed to statistics released by the Sem conductor |ndustry
Associ ati on of USA, which had projected a recovery and growmh rate of 21
per cent next year, 25 per cent in 2003 and seven per cent in 2004 for the
sector.

This anticipated growmh is due to the expected increase in global sales
for the industry in 2004 to US$283 billion (RML trillion).

The Prime M nister said although six projects to produce semn conduct or
fabricated wafers involving investnments fromnmul tinational conpanies
(MNCs) were approved only two - First Silicon in Sarawak and Silterra in
Kulim- were initiated and owned by governnent investors.

"The Governnent is fully aware that among the reasons why forei gn M\Cs
are not inplenenting their projects is the highly capital-intensive nature
of this industry, with each one costing in excess of RVb billion.

"Due to this |ukewarminterest by the MNCs, we strongly encourage
Mal aysi an- owned or Ml aysi an- nmajority joint-venture conmpanies to
establish wafer fabrication through strategic alliances with the MNCs," he
sai d, adding that the Governnent woul d continue to encourage M\NCs to
invest in these projects and spearhead the industry in Ml aysi a.

The sem conductor industry serves as the | eading sub-sector in the
country's el ectronics sector, accounting for RW1.1 billion or 33 per cent
of the country's total electronics exports |ast year.

Mal aysia is home to 36 conpani es, which produce various types of
sem conduct or devi ces rangi ng frommi croprocessors, nenories, anal og and
di scret e components.

Dr Mahathir said once First Silicon's and Silterra's factories in
Kuchi ng and Kuli mrespectively had reached their optinmm production
| evel s, the country could expect additional foreign exchange earni ngs of
RV2.2 billion annually for exports of fabricated wafers.

Present at the | aunch were Kedah Menteri Besar Datuk Seri Syed Abdu
Razak Syed Zain, Penang Chief Mnister Tan Sri Dr Koh Tsu Koon, Culture,
Arts and Tourism M ni ster Datuk Abdul Kadir Shei kh Fadzir and US
anbassador to Mal aysia B. Lynn Pascoe.

Al so present were Silterra Ml aysia Sdn Bhd chai rman Tan Sri Mohanad
Sherrif Kassimand the conpany's president and chi ef executive officer
Cyril F. Hannon.

Speaking to reporters later, Dr Mahathir said the Government was willing



to work out suitable incentives for investors in senm conductor fabricated
waf er projects on a case-by-case basis.

He al so expressed the Governnment's willingness to assist conpanies
involved in the electrical and electronics, furniture and fabricated
products sectors - which may be facing a dip - to find new markets for
their products.

Meanwhi | e, Mohd Sherrif told reporters that Tai wanese semi conduct or
conmpany Utron would be SilTerra's |atest strategic partner and custoner.

Silterrais a full service sem conductor manufacturing provider, which
uses Conplinmentary Metal Oxi de Sem conductor or CMOS 0.25 micron and 0.18
m cron process technol ogi es to produce wafers.

Si| Terra Mal aysi a's sharehol ders i ncl ude Khazanah Nasi onal Ber had, Bank
Industri, the Walden G oup, LSI Logic Inc and Sei ko Instrunents Inc.
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