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. _ (Departmentuflnibmmﬂun'l‘echnulugy)
N - .+ NOTIFICATION
" |  New Delhi, the 21st March, 2007

Spemal Incentive Packa ge Scheme to encourage Investments fur setting up Senﬂcunductur Fabn cation
- and othermicro and nano technology manufacture industries in India

No. 3(1)/2007- IFHW (SIPS).—The semiconductor industry and other high tech industries are characterized b}f |
specific constraints that challenge their viability. These are highly capital intensive and have to deal with constantly
changing tachnolugy It, therefore, becomes imperative on part of the Government to create a cnnducw& environment for
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manufacturing and offef & pachga of incentives comparablc mﬂ: uther cnuntnes to attract glubal nwcstments mto the.
| manufactunng sector as well as help bndge the viability gap due to lack of adequate infrastructuré and eco-system. While
. this will involve an initial cost incurred by the Government to seed the manufacturing industry in the country, thereturnon
~ investments by way of contribution to GDP will succinctly justify the incentives planned as a part of the Spccul Inmnuve )
Parhga for semi-Gonductor manufacmrms and uﬂmr high Ipch mr.lustri&s in the cuuntr}' S :

| 2 Speclal Incenﬁve Paekage
The Special Incentive Package is as under :

2.1 The investment will be for the manufacture of all semi-conductors and éco-system units, namely displays
. including Liquid Crystal Displays (LCD), Organic Light Emitting Diodes (OLED), Plasma Display Panels (PDP), any other
emerging displays; storage devices; solar cells; Phntnvultams, other advanced micro -and nnnu t:qhnology products;
assambly and: te.st of all tha ab{:wa products.. . o - - .

. 2.2 - The ‘Special Incentive Packaga shall be for state of the art tmhnulugy.'

| 2.3 In the case of semi-conductor manufacturing (Fab units) products, the threshold Net Present Valug (NPV) of
investment will be Rs. 2,500 crore and above. The threshold NPV of investment in manufacture of other eco-system |
products will be Rs.1,000 crore and above. This threshold value shall be taken as the Net Present Value (NPV) of investments
made during the first 10 years of the proj act life and the discount rate will be @ 9%. :

3.1 The Central Government or an}r of its agencms shall pmvide mcentive of 20% of the capital expenditure (as
defined in sub-paragraph 3.3) during the first 10 years for the units in SBZ and 25% of the capital-expenditure for non-SEZ
units. Non-SBZ units shall be exempt from CVD. The incentives, if any, offered by the State Govamm:nt or any of its

' agencms or locat bodjes shaIl be over and above this amnunt

Note > T.he mstomu nnhﬂmﬂon mmphng CVDfor nun-SEZ m:uts will be issued sepmtely by the Mimsl:l"y uf

- 3.2 The pennd of 10 years shall be the fmst 10 years of the prn;e-ct life from the. start of the prn]act and nut mm |
rcga:d to the start of any subsuquent phase of the prn;ect ' .

-~ 3.3 The ::apltal axpﬁnd;ture will bt: thr:, total of ::apltal expenditure in land bmldmg, plant and machmury and

tnr::'.:hm::1+t;:gj,ir mcludmg R&D. The cnst nf land exceeding 2% of the ca.pital :xpcm:hturc shall not be considered for calculannn |
in thm rugaxd . _ . -

.4, An}’ unit may cla’lm mcentlves in the form nf cap1tal suhmd}f or equity paxtimpanun in any cumbumuun uf t.ha
' follnwmg :
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O B (1) tqmty in the prﬁject, not cxccedmg 26%
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(11) capltal suhmdy in the’ fﬂrm of mvestment grant and jntafcst subsidy.

The :.ntire;. eqﬁity contribution will be taken towards the ivaluc of incentive package. There shall be an exit nﬁu‘dn, |
io be exercised by the Government, at a suitable. point of time in the future, after the project goes on strmim. |

5. 1 Those investors who choose equity as part of their incentive package shall be gwr:n such eqmtjr after the

financial closure for the prn]ect and equity shall be rclaase,d on & pmpurﬂcnate basis as equity is brought in by the
promoters. . -

5.2 15.11 other 1ncennve.s shail be released after the end of the.. financial yaar in which the N'PV of the total investment
exceeds the threshold value. -

5.3 Thereafter, the incentwas shall be provided on an annual basis on the valus of Il‘WEStDiEIltS rade durmg the
'year and be restricted to the fust 10 years of the project life,
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| ‘71 An Apprmsal Commmen shall be s::t up b}r the DePn.rtment of Infurmatmn Twhnnlogy and hc.aded hy tha + |
Additional Secretary, Department of Information Technology. The Appraisal Committse will receive expressions of interest
from investors and submit i its m:ummcndatlons to the Government. The Guvummuntshall consider such r:mmmmdaﬂnns

and grnnt approvals

. 7.2. For the effective functioning of the Apprmsal Commﬂt:;: (A.C ). aset of gmde.lmcs shaﬂ be drawn up by DIT
and 1ssu¢d separately.

M. MADHAVAN NAMBIAR, AddL Sécy.
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