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EXPLANATORY MEMORANDUM

1. CONTEXT OF THE PROPOSAL
. Reasons for and objectives of the proposal

Semiconductor chips are central to the digital economy. They make digital products work:
from smartphones and cars, to critical applications and infrastructures in health, energy,
communications and automation to most other industry sectors. They arkeglso the
technologies of the future, including artificial intelligence (Al) and 5G/6G communication.
There 1is no “digital” without <c¢chips.

Within the past year, Europe has witnessed disruptions in the supply of chips, causing
shortages across multiple cdomic sectors and potentially serious societal consequences.
Many European sectors, including automotive, energy, communication and health as well as
strategic sectors such as defence, security, and space are under threat by such supply
disruptions. At tke same time, fake chips start appearing on the market, compromising the
security of electronic devices and systems.

The current crisis has revealed structural vulnerabilities of the European value chains. The
global semiconductor shortage has exposed g&amw dependency on supply from a limited
number of companies and geographies, and its vulnerability to third country export
restrictions and other disruptions in the present geopolitical context. Furthermore, this
dependency is exacerbated by the extrergglli barriers to entry and capital intensity of the
sector. For example, the most computationally powerful chips require manufacturing to a
precision of a fewnanometregnm).! Building such facilities entails an upfront investment of

at least EUR 1%billion? and requires three years to achieve produdaiadiness with
adequate yields The expenditures to design such chips can range from EUR 0.5 billion to
well over EUR 1.0 billionResearch and developme®R&D) intensity in the sector is high

and nore than 1594.

Today, European players invest mainly in R&D, but not enough in translating its results into
industrial benefits. Such R&D is a key enabler of miniaturisation in semiconductor
technologiesequired for the production of the negéneration emputationally powerful
chips. Europe is home to worbtkading research and technology organisations (RTOS).
However, many results of European R&D ar@ustrially deployeasbutside the Union.

The Unionis strong in the design of semiconductor componetpdwer electronics, radio
frequency and analogue devices, sensors and microcontrollers that have a widespread use in
the automotive and manufacturing industries today. It is less strong in the design of digital
logic (processors and memory), which becassential as data, Al and connecti\ogcome
increasingly pervasive.

The Unionis also very well positioned in terms of the materials and equipment needed to run
large chip manufacturing plants, with many companies playing essential roles along the
suppl chain. It has strong and diversified industrial user sectors, e.g. automotive, industrial

1 In semiconductor manufacturing, the process technology has traditionally been correlated with the transistor
di mension. The process “node?” is measured 1in nanom
Smaller process nodes prodwsmaaller transistors, which are faster and more peaffegient. The state of
the art process node is 5 nm today, with 3 nm irgpoeluction and 2 nm under development.
2 https://news.samsung.com/global/samsalegtronicsannouncesiewadvanceesemiconductofab-site-in-
taylor-texas 24.11.2021
3 https://semianalysis.substack.com/p/tsBmenwafershipmentspushedinto, 14.10.2021
4 https://min.news/en/tech/def29226dea2b06f47efeadaael3e8{RRtOL.2022



https://news.samsung.com/global/samsung-electronics-announces-new-advanced-semiconductor-fab-site-in-taylor-texas
https://news.samsung.com/global/samsung-electronics-announces-new-advanced-semiconductor-fab-site-in-taylor-texas
https://semianalysis.substack.com/p/tsmc-3nm-wafer-shipments-pushed-into
https://min.news/en/tech/def29226dea2b06f47efea4aae13e8f3.html

EN

automation, healthcare, energy, communication, etc. However, collaboafdiugthe value
chain is weak.

The Unovecal glabal semiconductors market shard @86 in value, well below its
economic weight. Despite its strong global position in materials and equipment
manufacturing,the Unionis heavily dependent on thiabuntry suppliers for the design,
manufacturing, packaging, testing and assembly of chips.

Today, semiconductors are at the centre of strong geostrategic interests and at the core of the
global technological race. Countries are keen to secure their supply in the most advanced
chips as it will condition their capacity to act (economically, indaisg and militarily) and

drive digital transformation. All major world regions are heavily investing and rolling out
support measures to innovate and strengthen their production capabilities.

The Unionhas the assets to become an industrial leadeeictips market of the future. Its
ambition is to double its world production share today to 20% in value by’.ZDB@ goal is

not only to reduce dependencies, but also to seize the economic opportunities as the global
market for semiconductors is expectieddouble before the end of the decade, increasing
competitiveness of the semiconductor ecosystem, and of industry at large, through innovative
products for European citizens.

New market trends and opportunities are emerging. Semiconductor companiasimggtye
co-design customised chips with ender companies to improve system performance through
hardwaresoftware optimisation. Al, edge cloud and the digital transformation of industrial
sectors offer new opportunities for future competitiveness of Earopgechnology and
industry leadership.

At the same time, technology is constantly evolving. Further miniaturisation continues,
towards smaller node dimensions in the mainstream process technologies (FinFET and
FDSOI) along the 7 Wwhileamare enefggfidiend soletions aré im high
demand to ensure that the egeowing processing footprint remains sustainable. Emerging
computing paradigms, such as neuromorphic computing and quantum technologies are
promising technologies for new p@lcation areas. New materials such as Silicon Carbide
(SiC) and Gallium Nitride (GaN) are essential for power management, e.g. the optimal use of
battery power, in particular for electric vehicles of all kinds and renewable energy generation.

This explaatory memorandum accompanies the proposal ®egulation of the European
Parliament and Council establishing a framework of measures for strengtheninghe
semiconductorecosystemn the Union (Chips Act).

This proposal delivers on the political commimmheby President von der Leyen, who
announced in he2021 State of the Union speech that the aim is to jointly create aoftate
the-art European chip ecosystem, including produétion The proposal ’s wunde

5 Strergthening theGlobal Semiconductor Supply Chain in an uncertain eB&GxSIA, April 2021.
https://www.bcg.com/publications/2021/strengtheriineglobatsemiconductesupply-chain

6 TheDi gi t al Compass fixed as an obj e ceddgevard sustminable by 20
semiconductors in Europe including processorsis atledst 26 f wor 1 d pr odudé202l)on in Vv
118 9.3.2021) TheProposalforthe 0 30 Pol i cy Programme “Path to the Di
ambition (see footnote 15).

7 Mo or e’ she bbsewatiorsthattthe number of transistorsnimsegraed circuit doubles about every two
years

8 State of the Union address 2021tps://ec.europa.eu/info/sites/default/files/soteu_2021 address_en_0.pdf
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vision for st rsemigondictomecosystentisiexplamed indhe accompanying
Communicatior.

To fulfil this vision, he European Chips Strategi articulated around five strategic
objectives

1 Europe should strengthen its research and technology leadership;

1 Europe should bull and reinforce its owncapacity to innovate in the design,
manufacturing and packaging of advanced chips, and turn thecomt@merciaproducts;

1 Europe should put in place an adequate framework to increase substantially its production
capacity by 2030;

1 Europe should address the acute skills shortage, attract new talent and support the
emergence of a skilled workforce;

1 Europe should develop andepth understanding of global semiconductor supply chains.

The proposal aims at reaching the strategic object of i ncreasing the
semiconductor ecosystem and increasing its global market share. It also aims at facilitating
early adoption of new chips by European industry and inicrgéds competitiveness. For this,

it needs to attract irestment in innovative production facilities, have a skilled workforce, but
also be in the position to design and produce the most advanced chips that will define the
markets of tomorrow, develop capabilities and en#ive possibility to test and prototype
innovative designs through pilot lines in close collaboration with its industrial vertical sectors.
These are necessary steps, but not sufficient utllesgnionhas the analytical capability of
increasing theknowledge of the policy makers the value chin and is capable to benefit

from increased capacity to serve the common interest of the single market in case of crisis.
The objective is not to become ssiffficient, which is not an achievable target. We must
strengthen our strengthdevelop new streggthsand work with third countries in a supply
chain where interdependencies will remain strong.

In terms of delivering on these objectives, the proposal will aim to:

1 Set up the Chips for Europelnitiative , to support largscaletechnologicalcapacity
building and innovatiothroughoutthe Union to enable the developmanid deployment
of cuttingedge and nexgeneration semiconductor and quantum technologies that will
reinforce theU n i oanlVanced design, systems integration, chips production caigabili

and skills including emphasis on stasps and scale ps (pi l 1l ar 1, “Chi

Initiative” ) .

In particular, thelnitiative will build an innovative virtual design platform to reinforce
Europe’ s design c a aceessible yon openhondistriminatory bBnd b e
transparent termd he platform will stimulate a wide cooperation of user communities with
design housestartupsand SMEsintellectual property (IP) and tool suppliers, designers and
RTOs, and will inégrate existing and new slign facilities with extended libraries and EBA
tools.

The Initiative will support pilot lines that provide the means for third parties under open,
transparent, and nedgiscriminatory terms to test, validate and further develop their product
designs. Thelevelopment of newmdvancedilot lines will prepare for the next generation of
production capabilities and their validation.

9 COM(2022) 4, 08.02.2022A Chips Act for Europe
10 ElectronicDesignAutomationtools, i.e.software tools for designing integrated circuits
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Furthermore, thenitiative will contribute to buildingadvanced technology and engineering
capacities folaccelerating the innotige development ofjuantum chips, e.g. in the form of
design libraries for quantum chips, pilot lines, and testing and experimentation facilities.

The nitiative will support a network of competence centres acttosdJnionthat will provide
expertise tostakeholders, including eadgser small and mediwsized enterprises (SMES),
startups as well as vertical sectors, and improve their skills. Competence centres will
facilitate open, transparent, and ndiscriminatoryaccess to and effective use of tesign
infrastructure and the pilot lines. They will become poles of attraction for innovation and for
new, highly skilled talent.

Additionally to thelnitiative, activitiesto facilitate access to debt financing and equity in the
semiconductor value chaito be described collectively as theéhips Fund, should support

the development of a dynamic and resilient semiconductor ecosystem by providing
opportunities for increased availability of funds to support the growth ofigigrscaleups

and SMEs as all as investments acrosse value chain, including focompanies in the
semiconductor value chaipstentially with blending provided by the Initiative

1 Create a framework to ensure security of supplyby attracting investments and
enhanced production cagties in semiconductor manufacturing as well as advanced
packaging, test, and assembly via foéa-kind Integrated Production Facilities and Open
EU Foundries (pillar 2, “Security of suppl:

In particular, the proposal defines criteria for facilitgt the implementation of specific
projects that contribute to the security of supply of semiconductors in the Union. To this end,
it distinguishes between two types of ficgta-kind facilities'?, namely Integrated Production
Facilities and Open EU Fournds'. If an application by a facility to be recognised as one of
the two types of firsof-a-kind facilities is successful, the proposal requires Member States to
ensure efficient processing of administrative applications related to the planning, camstruct
and operation of a recognised fiofta-kind facility.

In response to increasing need for cytesilient supply chairtd the Commission will work

with Member States and private actors to identify sectorial requirements for trusted chips with
a view toestablishing common standards and certification, as well as common requirements
for procurement to be developed with the support of the European standardisation
organisations where appropriate and bearing in mind the principles of the New Legislative
Framework for conformity assessment and market surveillance

1 Set up a coordination mechanism between the Member States and the Commission
for strengthening collaboration with and across Member States, monitoring the supply of
semiconductors, estimate demand, anticipate shortages, ttigggectivation of a crisis
staggand act through a dedi ca tMonitoringandIChsisx o f
Responsgé ) .

1 ‘Firstof-ak i nd fmeans lan industrial facility capable of semiconductor manufacturing, including
front-end orbackend, or both, that is not substantively already present or committed to be built within the
Union, for instance with regard to the technology nogléystrate materiakuch as silicon carbide and
gallium nitride andother product innovation that cafffer better performan¢@rocessnnovationor energy
and environmental performance

12 Integrated Production Facilities are fisfta-kind semiconductor design and manufacturing facilities,
including frontend or backend, or both, in the Union that coibute to the security of supply for the internal
market. Open EU Foundries are fiofta-kind semiconductor frorénd or backend, or both, manufacturing
facilities in the Union that offer production capacity to unrelated undertakings and therebyuteritsithe
security of supply for the internal market.

13 31 % of cyberattacks in 2020 targeted the Btitps://www.ibm.com/security/dadareach/threaintelligence
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. Consistency with existing policy provisions in the policy area

This proposal 1is coherent with the Commissi ¢
for a successful digital transformation of the European Union by 2030easnped in the

Commi ssion Communication “The 2030 Digital (
Decade” (°“Digital C'danmpda stsh eCosnmmmisnd guwed i ton C 9 mmi
for the Digital Decade Policy Programtiewith the particular target osemiconductors. This

proposal is intended to help equip the Union with the capabilities that will be needed to
deliver onits 2030 target.

This proposal 1s consistent with the Commis
industrial strategf in May 2021 that identifies areas of strategic dependencies that could lead

to vulnerabilities such as supply shortages. The proposal addresses the design, manufacturing,
packaging, testing and assembly challenges identified in the Communication and
acconpanying staff working document. The Communicatiannounces the Industrial

Alliance on Processors and Semiconductor technologies (Allidntoe)dentify gaps in the
production of microchips and the technology developments needed for companies and
organisat o n s to thrive, help the competitivenes
sovereignty, and address the demand for the next generation of secure;eéfieny,

powerful chips and processors. In the contexthed Regulation the Alliance will pay an

advisory role

This proposal is consistent also Xvandthe t he (
2022 Annual Union Work Programme for European standardis&tioat were adopted on 2

February 2022. They envisage the developmerstaridardsdr the certification of chips in

terms of security, authenticity and reliability.

This proposal also takes account of the objectives of the Observatory for Ciritical
Technologie?, which aims to help identify the Uni
strategic dependencies and contribute to strengthening its digital sovereignty.

This proposal addresses the sesimecific and unique challenges of the semiconductors
supply chain and 1s a separate initiative
Inst ument” that the Commission announced 1in 1t

This proposal contributes to the implementation ofDeelaration on A European Initiative
on Processors and semiconductor technologies, signed by 22 Member States on 7 December
20202t In the declarationthe 22Me mber St ates agreed to “unde

14 Communication from the Commission to the European Parliament, the Council, the Europramig and
Social Committee and the Committee of the Regions 2030 Digital Compass: the European way for the
Digital Decade, COM(2021) 118, 9.3.2021.

15 COM(2021) 574 final. Proposal for a Decision of the European Parliament and of the Council establishing
the 2030 Policy Programme “Path to the Digital Deca

16 Communication from the Commission to the European Parliament, the European Council, the Council, the
European Economic and Social Committee 2020New he Com
Industrial Strategy: Building a stronger Single Mar|

17 The Commission launched the Alliance on Processors and Semiconductor technologies in July 2021
https://digitatstrategy.ec.europa.eu/en/policies/alliapcecessorandsemiconductetechnologies

18 Communication from the Commission to the European Parliament, the Council, the European Economic and
Social Committee and the Co regyion Standardisafion$etiing gl®balg i ons °
standards in support of a resilient, green and digital EU single mayjket COM( 2022 ) 31 .

19 C(2022) 546 Commission Notieel'he 2022 annual Union work programme for European standardisation

20 COM(2021) 70, Action Plaon synergies between civil, defence and space industries.

21 Joint declaration on processors and semiconductor technol@diessember 2020.
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reinforce the semiconductor ecosystem and to expand industrial presence across the supply
chain.?” Me mb e r Stawensk attleswaradgr ecadmnmoon stan
appropriate, certification for trusted electronics, as well as common requirements for
procurement of secure chips and embedded systems in applications that rely on or make
extensive wuse dhispopbsalp consistenhwiththesegpljectives

Further more, the proposal 1is 1in line with th
for new challenges?”, where the Commission a.
public support to fill possilel funding gaps in the semiconductor ecosystem for the
establishment in particular of European fiota-kind facilities in the Union, based on Article

107(3) TFEU. Such aid would have to be subject to strong safeguards to ensure aid is
necessary, appropte and proportionate, undue competition distortions are minimised, and

that benefits are shared widely and W®ithout

The Chips for Europénitiative will pool resources from the Union, Member States and third
countries associated with the existing Union programmes, as well as the private sector.

The actions under the Chips for Eurdpdiative will be primarily implemented through the
Chips Joint Undertaking, i.e. the amended and renamed current Key Digitalolegies

Joint Undertaking®. This Joint Undertaking currently provides extensive support for
industrially driven research, technology development, and innovation in the area of electronic
components and systems, and related software and systems tea@mdlbgse activities will
become part of the Chips for Eurojpétiative.

The Chips for Europénitiative builds on and complements tfiee specific objectives of the
Digital Europeprogramme(DEPY*, which support digital capacity building in key digital
domains where semiconductor technology underpins performance gahgjing High
Performance Computing, Artificial Intelligence, and Cybersecurity, together with skills
development and the deployment of digital innovation hubs. The Chips for Buitipgve
through new Specific Objective 6, which should have a thematic focus on semiconductor
technologies,will invest in capacity building to reinforce advanced research, design,
production and systems integration capabilities in cuiithge and nextgereration
semiconductor technologies.

The Chips for Europénitiative also builds on and complements Horizon Eurppggramme

(HE)?®, which in the area of semiconductors provides support for academically driven
research, technology development and innovatidme Initiative will focus on supporting
investment into crosborder and openly accessible research, development and innovation
infrastructures set up in the Union to enable the development of semiconductor technologies
across Europe. New semiconduct@chnologies from research and innovation actions
supported by Horizon Europe may be progressively taken up and deployed by the capacity

22 Communication from the Commission to the European Parliament, the Council, the EUfopaamic and
Social Canmittee and the Committee of the Regiols competition policy fit for new challenges
COM(2021) 713, 18 November 2021.

2 Regulation (EU) 2021/2085 of the Council of 19 November 2021 establishing the Joint Undertakings under
Horizon Europe and repealifRegulations (EC) No 219/2007, (EU) No 557/2014, (EU) No 558/2014, (EV)
No 559/2014, (EU) No 560/2014, (EU) No 561/2014 and (EU) No 642/2014, OJ L 427, 30.11.2021, p. 17.

24 Regulation (EU) 2021/694 of the European Parliament and of the Council of 29 8@tileatablishing the
Digital Europe Programme and repealing Decision (EU) 2015/2240, OJ L 166, 11.5.2021, p. 1.

25 Regulation (EU) 2021/695 of the European Parliament and of the Council of 28 April 2021 establishing
Horizon Europe- the Framework Programmfr Research and Innovation, laying down its rules for
participation and dissemination, and repealing Regulations (EU) No 1290/2013 and (EU) No 1291/2013, OJ
L 170, 12.5.2021, p. 1.
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building parts of the Chips for Europatiative. Conversely, the technology capacities of the
Initiative will be madeavailable to the research and innovation community, including for
actions supported through Horizon Europe.

This proposals provided in light of the opportunities offered the InvestEW¥® programme
and the significant contribution to digitalransformation provided byhe Recovery and
Resilience Facility, for which at least 20% of funds must contribute to digital objectives
This proposal is also consistent with the Security Union Strétegy

In order to accelerate the implementation of the actions, the Chips for Eunitpgve

provides for a new legal instrumenthe European Chips Infrastructure Consortium (EGIC)

that is specifically developed to simplify and structure the legal rektips between the
privatepublic consortium members, including particulaRfOs and provide a structural

dialogue with the Commission for the implementation of the actions underitiaéve. This

new legal instrument is voluntary and will complemeni ¢ Uni on’s toolbox o
legal instruments, including European Digital Infrastructure Consoftjuthat allow to

combine funding from Member States, the Union budget, and private investments. Legal
entities, when forming a pubMgorivate consortium for the purpose of the implementing

actions under th&nitiative, will have a choice among the availablem i on’ s 1 egal 1 n:
that better fits the specific purpose, composition andigetf a particular consortiunThe

Chips JointUndertaking entrusted with the overall implementation of the certain actions

under this Initiative, may under the conditorprovided in the Article 134of the

Commi ssion’s Proposal for a Council Regul at
establishing the Joint Undertakings under Horizon Europe, as regards the Chips Joint
Undertaking® provide that certain actions may be rezdt out only by legal entities
cooperating within a consortium that may be structured in a form of European Chips
Infrastructure Consortium, or any other available Union legal instruments available for
forming a consortium.

. Consistency with other Unionpolicies

The proposed measurean supporsome of the main policies of the Union, such as the Green
Deaf’. The application of semiconductor technologies, and digital technologies in general,
are powerful enablers for the sustainability transition andezshto new products and more
efficient and effective ways of working that contribute to the Green Deal objectives.

Semiconductor supply disruptions and dependencies on other regions can slow down the
sustainability transition of European sectors benefiting from digital solutions. To address the
di sruptions and dependencies, t haer preductiop o s a 1
capacity.Where applicable, facilities should be fully compliant with requirements stemming
from Union legislation such as related to environmental impact assessment, emissions to air,
water and soil, including the risk and prevention of stdal accidents, and seek to ensure
high energy and resource and water efficiency. Strengthening the production cagupoigs

quick setup of semiconductor manufacturing facilities, whichay exceptionally be

26 Regulation (EU) 2021/523 of the European Parliament and of the Cofi@dilMarch 2021 establishing the
InvestEU Programme and amending Regulation (EU) 2015/1017, OJ L 107, 26.3.2021, p. 30.

27 Regulation (EU) 2021/241 of the European Parliament and of the Council of 12 February 2021 establishing
the Recovery and Resiliencedidy, OJ L 57, 18.2.2021, p. 17.

28 Communication on the EU Security Union Strategy. COM(2020) 605 final.

2 COM(2022) 47, 08.02.2022.

30 Communication from the Commission to the European Parliament, the European Council, the Council, the
European Economiand Social Committee and the Committee of the Regions. The European Green Deal.
COM(2019) 640, 11.12.2019.
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considered as being of overriding publiterest where necessary for derogations in permit
granting procedures, including ioertain environmental assessmentgrovided that the
remaining other conditions set out in tleéevantprovisions are fulfilled At the same time,

the firstof-a-kind conept includes possible qualification aldzased ont h e facilit
envisagecdknergy or environmental performance.

Digital technologies both when manufactured and uskdve their own environmental
footprint, includingfrom the release of fluorinated greenBewgases during manufacturing to

their significant energy consumptiofor their production and during their us&he
information and communications technology (ICT) sector is responsible-886 ®f the
world’s total electrici temissionde Datacehtresnalone t h a
accounted for 2.7% of electricity demand in 2018 inUWnen and will reach 3.21% by 2030,

if development continues on the current trajectorguch energy consumption needs to be
reduced. The proposal, and in particular sktting updesign facilities and pilot lines under

pillar 1, will lead to the design, testing and validation of new, low power processors.
Processors are the core components of servers that handle the computational workload in data
centres. Larger dataentres contain millions of such servers and improvements in the power
consumption of processors can have a significant bearing on the overall power consumption
of a data centre. Such chips with a {femergy footprint contribute also to positioning the
Union as a leader in sustainable digital technologies.

The proposal contributes to the objectives of parts of the Fit for 55 package that focus on
promoting cleaner vehicles and fuels in a technologically neutral®walye revision of the

COz emission standards for new cars and vans aims at further reducing the greenhouse gas
emissions of these vehicles, providing a clear and realistic pathway towaresmieson
mobility. Consumer demand for zero emission vehicles, such as electricallyeahlzr
vehicles, is increasing already Electrically chargeable vehicles typically have more than
twice the amount of semiconductor content per vehicle than cars with irternbalstion
engine®. Advanced packaging technologies are increasingly impadaaddress increasing

power and energgfficiency requirements by electrical vehicles. It follows thiat is
consistent with the objectives of the Fit for 55 package.

The proposal is in line with the Circular Economy Action Bdawhich identifies elecbnics

and ICT as a key value chain and announces a Circular Electronics Initiative to encompass
“regulatory measures for electronics and IC
under the Ecodesign Directive so that devices are designed for eeffiggncy and

durability, reparability, upgradability, maintenance, reuse and recycling

31 Proposal for a Directive of the European Parliament and of the Council on energy efficiency (recast).
COM(2021) 558, 14.7.2021.

%2 https://digitatstrategy.ec.europa.eu/en/library/enegdficient-cloud-computingtechnologiesandpolicies
ecofriendly-cloud-market

33 Communication from the Commission to the European Parliament, the Council, the European Economic and
Social Committee and the Committee of the Regions. 'Fit for 55': delivering the EU's 2030 Climate Target on
the way to climate neutrality. CO(2021) 550, 14.7.2021.

34 For instance, the share déetric carsin new sales in Europe is increasing anebipected to make up 14
2021 https://think.ing.com/articles/slowtartfor-electricvehiclesin-the-usbuttimesarechanging

35 https://www.idtechex.om/en/researehrticle/evpowerelectronicsdriving-semiconductodemandin-a-
chip-shortage/24820

36 COM(2020) 98 final, 11.03.2020.
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Keeping electronic products in use for longer, through design for durability and upgrading
services, will reduce replacement rates and the need for new productscivp materials

can be recovered from electronic waste; it is, for instance, technically possible to recycle
compound semiconductor materials, althowginrently onlyin very small quantitiesThe
Sustainable Product Initiative, based on expansion oftbpe of the Ecodesign Directive,

will provide a potential vehicle for such requiremeritse Commission is also investigating
various possibilities for takback and selback schemes for consumer electronics, to boost
the supply of functional used dee&

With digitalisation and electrification increasing, eneddffcient chips contribute to other
policies as well, including policies on industrial manufacturing, transport and energy, e.g. the
upcoming Digitalisation of Energy Action Pfn The demand dr semiconductor
technologies is expected to double in a decade. More and more chips are embedded in robots
and manufacturing machines, in industry and in agriculture, but also in transport vehicles and
other devicesBecause the proposal aimssatart use of chips and other digital technologies,
andproduction ofmore energiefficient chipsiit is consistent with and contributes to several
sectoral policies.

2. LEGAL BASIS,SUBSIDIARITY AND PROPORTIONALITY
. Legal basis

This Regulation pursues twseparate specifiobjectives,which form essential parts ats

general objective to establish coherent frameworkior strengthemg t h e Union’ s
semiconductor ecosystem. The fepecificobjectiveof the Regulationunderlyirg pillar 1, is

creating large innovationcapacitiesand the adequate technological capabilities in the
semiconductor industry to accelerate and adjust to innovati@udition,underlying pillars 2

and 3,the Regulatiormimst o i ncr e a s e igndeend Sacurity of’sspplyrire thei 1

field of semiconductor technologies by supporting and coordinating investment in advanced
semiconductor manufacturing (pillar 2) and enabling coordinated monitoring and crisis
response (pillar 3).

The appropriate legalasis for the first objectivare Articles 173(3) 182(1) and 18®f the

Treaty on the Functioning of the European Union (TFEARicle 173(3)provides that the
European Parliament and the Council, acting in accordance with the ordinary legislative
procedure and after consulting the European Economic and Social Committee, may decide on
specific measures in support of actions taken in the MentiagesStosecure the conditions
necessary for the competitiveness and innovation capacity of the Union and ensure the
adjustment of the industry to structural changes due to fast innovation gyuketegal basis

with regard to most activities undertakemder the Initiativeis appropriate given that pillar 1

of this Regulation aims to accelerate the s
reinforce sovereignty in the semiconductor supply chain, boost industrial capacities, facilitate

the devabpment of innovative statps and SMEs, and encourage new investments in
innovation and technological developmentview of the broad nature of the Initiative, it is

also based on the TFEU TiteRe s e ar ¢ h and Itoepcnhennotl oagni dcessl p adceev’.
1821) and 183

The appropriate legal basis for the second objective, underlying pillars 2 and 3, is Article 114
TFEU. Pillars 2 and 3 of this proposaim to create aharmonised legal framework for

37 https://ec.europa.eu/info/law/bettergulation/haveyour-say/initiatives/1314Digitalising-the-energy
sectorEU-actionplan_en
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increasing the Union’ gply. Theuse df demieondectors is @riticale ¢ u r i
for multiple economic sectors and societal functions in the Union and therefore, a resilient
supply is essential for the functioning of the internal markets, any supply disruption must

be anticipated and adsbsed without delayn order to preserve the stable functioning of
strategic downstream sectois. light of the significant economic impact of the current
semiconductoshortage, it is likely tha¥lember States initiate regulatory measures to address
the structuralvulnerabilitiesof the sector that have led to the current shorteige respond to

and mitigatefuture shortage in crisis situation®. While adequate with a view to addressing
deficiencies at a national level, such regulatory measures entdd an incoherent response

to the need to strengthen resilience and to address possible crises in the internal market,
thereby leadingo fragmentation of the sectdlith a view to enalihg coordinated measures

for building resilience harmonisedrules for facilitating the implementation of specific
projects that contribute to the security of supply of semiconductors in the Union (piélee 2)
necessaryThe proposed monitoring and crisis responsechanism(pillar 3) should be
uniform to enable a codinated approach to crisis preparedness for the -barsker
semiconductor value chain. The proposal provides for the appropriate governance structure
and cooperation betwedvlember Statest Union level, hence supporting trust, innovation

and growth in tk internal market. Article 114 TFEU is theref@eertinent legal basier

pillars 2 and 3 in ordeo ensure the proper functioning of the internal market.

Other articles of the TFEU or each article on its own cannot justify both of the above
objectives. Article 122TFEU is not pertinent, as it does not provide for a basis for both
objectives and is not compatible with either of Articles 114 and 173 THEE.proposed
elementsare providedin one act, as all the measures constitute a coherent appmach t
address, in different ways, theeed fors t r e ngt heni ng of t he Un i
ecosystem.

. Subsidiarity (for non-exclusivecompetence)

The objectives of the proposal cannot be achieved by Member States acting alone, as the
problems are of a crog®rder nature, and not limited to single Member States or to a subset
of Member States. The proposed actions focus on areas where there isnatdaste value

added in acting dfinion level due to the scale, speed and scope of the efforts needed.

Providing a comprehensive response to the semiconductor crisis requires a rapid and
coordinated joint action from a variety of stakeholders, endoogeration with Member

States. No single Member State is capable of achieving this alone. Moreover, given the
complexity of t he semiconductor ecosystem,
dependencies and supply shortages are sceémhing that inteention at the level of the

Union is best placed to address such issues.

Action atUnion level can clearly best drive European actors towards a common vision and
implementation strategy. This is key to generate economies of scale and of scope and generate
critical mass necessary for cuttiegge capacities, limiting, if not avoiding, fragmentation of
efforts,subsidy racesand suboptimal national solutions.

Union action is needed in relation to the areas thest proposabddresses through its three
pillars.

%8 For instance, it has been announced that Spain intends to reform its National Security Law (Ley de Seguridad
Nacional)in this sense
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T With regard to the f ilntative” yp, Ihiiakve will(stpfditi p s
large scale technological capacity building and innovatiorutiivthe Union to enable the
developmentand deploymenbf cuttingedge and nexgenerationsemiconductor and
quantum technologies and to address Euro
and production. Me mb e r States s et up a f
Interest’ (I PCEI) i-lnordef (hriogative prajeptgcoosst then g c
microelectronics value chain, with a second IPCEI in this field being plaiinafhile
such initiatives are of strategic importance for the seatdhis stage it idikely thatthey
alone wouldnot sufficiently address the capacity buildimgthe form of pilot lines and
design infrastructures that need to be made widely availalall ttterestedhird parties
across Europand which will also enable thenibn to play a stronger role in a gkdkand
interdependnt ecosystentSuch largescalefacilities can only be delivered at Union level
due to the scale of investments and kfieaw necessary.

T Regarding t he second pillar (“Security
investment in semiconductor manufacturing can only be adequatelgnddsiand
implemented at Union level, given tkeale of thenvestments needed and because such
manufacturing facilities will, by definition, serve the full internal market, strengthen the
whole ecosystem, and guarantee security of supply in crises.

T Inrdd ation to t HIMenitoting ianddCrisis iRéspoaiz® , ( “e nUnom c ¢ d
cooperation will ensure the necessary and comparable intelligence gathering. Together,
Member States and Commission will be able to anticipate shortagegate the crisis
stage in a situation of severe shortage guod in place the necessary measures to address
such a crisisn more effective ways thahrough a patchwork of national measures

. Proportionality

T

f ¢

p e
1

0 |

The proposal is designed t oecosystamevingshoterenn Eur o

preparedness and monitoring to increase transparency of semiconductor supply chains, mid
term security of supply actions to enhance semiconductor production capacity in Europe, and
longerterm technology and innovation leadershgii@ns to set up design and production
facilities for advanced and emerging semiconductor technologies.

In this context, the proposal focuses on those parts of the semiconductor ecosystem that

contribute mos't t o the 1 eFhefoduszon the semidonductore Un i

ecosystem itself, rather than the larger electronics components and systems domain, or
application areas using semiconductors and/or electronics components and systems, is

intended to 1imit act ialgairspointsofor thenEuropedn ecomohy y ° s

and society at large.

The Chips for Europénitiative in pillar 1 puts in place the mechanisms necessary for
ensuring longeterm competitiveness and innovation capacity of European industry via
research and desigrapabilities, pilot lines for testing and experimentation, capacities for
quantum chips, competence centres, ahahd for stadups, scalaips and SMEs.

The security of supply actions to enhance
pillar 2 may recognise a certain facility as an Integrated Production Facility or as an Open EU
Foundry. With such recognition, Member States are required to ensure permits for such
facilities and foundries are granted through fast procedures.

% Four Member States (France, Germany, Italy, and Austria) and the United Kingdom participatedrst the f
IPCEL. It features 32 companies, with EUR 1.9 billion public support and a contribution by industry of
roughly EUR 6 billion.
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The preparedness acai® in pillar 3 are based on monitoring and information exchange by
Member States and the Union to anticipate disruptionshénsupply chain. In case of
(anticipated) disruptions, coordinated measures may be taken to mitigate or prevent
semiconductor shages and other disruptions.

. Choiceof the instrument

The proposal takes the form of a Regulation of the European Parliament and of the Council.
This is the most suitable legal instrument for pillar 1 of the proposal setting up the Chips for
Europe Initiative, as only a Regulation, with its directly applicable legal provisions, can
provide the necessary degree of uniformity needed for the establishment and operation of a
Union Initiative aiming at supporting an industrial sector across the internal mdarket.
choice of aRegulation as a legal instrument for pillar 2 is justified by the need for a uniform
application of the new rules, in particular the definition of Integrated Production Facilities and
Open EU Foundries, as well as a uniform procedurethtieir recognition and support.
Additionally, a Regulation is the most suitable instrument for pillar 3, as this part should
provide for a mechanism to anticipate and address serious disruptions of the supply of
semiconductors in the Union. The mechanisnesdoot require the transposition through
national measures and is directly applicable

3. RESULTS OF EX-POST EVALUATIONS, STAKEHOLDER
CONSULTATIONS AND IMPACT ASSESSMENTS
. Stakeholderconsultations

In her speech at the World Economic Forum in January ,2B2&sident von der Leyen
mentioned that “we wil 1 propose our Europea
have no t frheading®cononmiaseare keen to secure their supply in the most
advanced chips as this increasingly conditions their aigpao act (economically,
industrially, militarily) and drives digital transformation. They are already heavily investing
and rolling out support measures to innovate and strengthen their production capacities, or
expect to do so sobh There are indicatins thatUnion companies and RTOs may be
attractel to move to other regiondnternational players are less likely to expand existing
facilities or set up new production facilities in théion without full clarity on investment
conditions, possibilitiesar public support, public investments in skills, infrastructure, and
advanced R&D, etc.

Given the urgent need to act, no impact assessment was carried out and no online public
consultation was foreseen. The analysis and all supporting evidence will dg seia staff
working document published at the latest wittireemo nt hs of t he propos al

Nevertheless, abloc workshops with industry stakeholders on specific topics related to pillar
1 indicated the need to consider facilities ftggcoming technologies, such as photonics,
neuromorphic computing, and quantum technologies, as well as new m&tdriatgidition,

0 <“State of the World' Special Address by President
https://ec.europa.eu/commissipresscorner/detail/en/speech_22_ 443

41 For instancetJSA: https://www.congress.gov/bill/11 7tongress/senadaill/12602s=1&r=52
China:https://crsreports.congress.gov/product/pdf/R/R46767
Japan: https://www.reuters.com/technology/japereateschemesubsidisedomestiechip-outputnikkei-
2021-11-07/
South Koreahttps://spectrum.ieee.org/sotkhreas450billionrinvestmentatestin-chip-makingpush

42 https://ecscollaborationtool.eu/essaworkshops.html
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these workshops emphasised the need for due consideration of alternative instruction set
architectures, such as RISC

Furthermore, in the context of the ECSEL Joint Undertakinthe predecessor of the Key
Digital Technologies Joint Undertakingmeetings with industry representatives and public
authorities took place in summer 2021, where the Digital Compass objectivepdéte of
the industrial strategy, the Industrial alliance, and the European Chips Act were discussed.

Regular meetings with Member States took place monthly in 2021 to prepare the planned
second IPCEI on MicroelectronicEhe Member Statgsrovided inputdor the definition and
assessment of Integrated Production Facilities and Open EU Foundries in pillar 2, as well as
for the definition of specific facilities under pillar 1.

A meeting with CEOs representing key stakeholders in the European semicorsdatdor

took place on 10 January 2022. Key takeaways from that meetingtheneeed tdouild on

European strengths, e.g. R&D and equipment manufacturing; clear support for pilot lines and
design infrastructures; support for staps and scaleps; the ne# t o increase E
manufacturing capacity for both mature and advanced technologies; and the need for a
worldwide level playing fieltf.

There were also numerous meetings with representatives of CEOs on the need to strengthen
the Europearsemiconductorsector following Commissioner Bre
CEOs of the main semiconductor players and RTOs. These provided pautitsilarly to

pillar 1.

The European Forum for Electronic Components and Systems (EFECS), in November 2021,
with over 500 pdicipants, provided a large platform for discussion on industrial needs.
Further input was provided in meetings with industry associations and their members, such as
SEMI, ESIA, and DigitaEurope.

Moreover, longstanding and regular contacts with indysstakeholders, Member States,
trade associations and user associations enabled the collection of a fair amount of information
and feedback relevant to the proposal.

Many reports have been published since-2089 on the semiconductor sector describing
trends and providing facts and figures, and served to inform the préfposal

. Impact assessment

This proposalis not accompaniedby a formal impactassessmen€onsideringhe urgencyas
explainedabove, an impact assessmentould not have beendeliveredin the timeframe
availableprior to the adoptionof the proposal.The analysis and all supportiryidence will

43 https://digitatstrategy.ec.europa.eu/en/newstceondtablesemiconductord O-january2022

4 A nonexhaustive list: Measuring distortions in intetinaal markets: The semiconductor value chain OECD
2019; The Geopolitics of Semiconductors, prepared by EURASIA group, Sept 2020; The global
semiconductor value chain, Stiftung Neue Verantwortung, Oct 2020; The Weak Links in China's Drive for
Semiconduct®, Montaigne institute, Jan 2021; Strengthening the Semiconductor supply chain in an
uncertain Era, BCGxSIA, April 2021; SIA Factbook, May 2021; Building Resilient Supply Chains,
Revitalizing American Manufacturing, and Fostering Br@&abed Growth, A Repbby the White House,
June 2021; Mapping China’s semiconductor ecosystem
2021; Semiconductors Global Policy Review Access Partnership, Sept 2021; Semiconductors: U.S. Industry,
Global Competition, and deleral Policy, Congressional Report Service October 2021; Semiconductor
Strategy for Germany and Europe, ZVEI, Oct 2021semiconductor strategy for the European Union
Bundesagentur fir Sprunginnovationen (SPRIN 2021;Understanding the global chighortage Stiftung
Neue Verantwortung, Nov 2021.
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be set out in a staff working document published at the latest wvitirée months of the
proposal’s publication.

. Fundamentalrights

Article 16 of t he Charter of Fundament al R
provides for the fredom to conducéa business. The measures under pillars 1 and 2 of this
proposal create innovation capacity and foster the security of supply of semiconductors,
which can reinforce the freedom to conduct a business in accordance with Union law and
national laws and practicedlevertheless, som@easures under pillar Beededto address

serious disruptions tof the semiconductor suppiy the Unionmay temporarily limit the

freedom to conduch business and the freedom of contract, protected by Article 16 and the

right to prgperty, protected by Article 17 of the ChartAny limitation of those rights in this

proposal will, in accordance with Article 52(1) of the Charter, be provided for by law, respect

the essence of those rights and freedoms, and comply with the pringiptgoftionality.

The obligation to disclose specific information to the Commission, provided that certain
conditions are met, respects the essence of and will not disproportionately affeeédoen

to conductabusiness (Article 16 of the Charter). Amjormation request serves the objective

of general interest of the Union to enable the identification of potential mitigation measures to
a semiconductor shortage crisis. These information requests are appropriate and effective to
attain the objective byroviding information necessary to assess the crisis at hand. The
Commission in principle only request the desired information from representative
organisations and maigsuerequests to individual undertakings onlyitifis necessary in
addition Sinceinformation on the supply situation is not available otherwitsere is nbany
equally effective measure to attain the information necessary to enable European -decision
makers to take mitigation action. In light of the serious economic and societatjgenses

of semiconductor shortages and the respective importance of mitigation measures,
information requests are proportionate to the desired aim. Furthermore, the limitation to the
freedomto conducta business and the right to property are offset by@mppate safeguards.

Any request to information may only be launched in a situation of crisis in which the
Commission has activated the crisis stage through an implementing act

The obligation to accept amutioritise priority rated orders respects thesesce of and will

not disproportionately affect thieeedomto conducta business and the freedom of contract
(Article 16 of the Charter) and the right to property (Article 17 of the Charter). This obligation
serves the objective of general interest of th@on to ensure critical sectors affected by
supply disruptions on account of a semiconductor shortage continue to operate. The
obligation is appropriate and effective to attain this objective by ensuring the available
resources are preferentially utildsér products supplied to these sectors. There is no equally
effective measure. It is proportionate to oblige in a situation of crisis semiconductor
manufacturing facilities t hat have applied
Facilitiens ”ETUh nko ubtiEprsamécanductor manufacturihacilities which

have accepted such possibility in the context of receiving public syugpoundertakings

along the semiconductor supply chain which have been subjected to a priority rated order
from a third country to the extent this impacts significantly the security of supply to critical
sectors,to accept andprioritise certain orders.Appropriate safeguards ensure that any
negative impact of the prioritisation obligation on tineedomto conducta business, the
freedom of contract and the right to property does not amount to a violation of these rights.
Any obligation to prioritise certai orders may only be launched in a situation of crisis in
which the Commission has activated the crisis stage through an implementing act. The
undertaking concerned may request the Commission to review the priority rated order if it is
unable to perform # order or performing the order would place unreasonable economic
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burden on them and entail particular hardship. Furthermore, the subject of the obligation is
exempt from any liability for damages for the violation of contractual obligations resulting
from compliance with the obligation

4. BUDGETARY IMPLICATIONS

The proposal establishes the Chips for Europe Initiative, which will not have a separate
financial envelope, but will be supported by funding from the HE, and the DEP, to be
enlarged by a new Spéci Objective 6. TheRegulation2021/2085establishing the Joint
Undertakings under HES amended an@xpanded to allow th&ey Digital Technologies
Undertaking, renamed asGhips Joint Undertaking Chips JU) to implement the increased
contribution from HE and contributions from DEP under the Specific Objective 6. The
financial consequences of the proposal on the Union budget are presented in the financial
statement accompanying the proposal and will be met from the available resources of the
Multiannual fnancial framework 2022027.

The EU budget will support the Chips for Europe Initiative with a total of up to B3R
billion, including EUR1.65 billion via HE and EUR 1.6 billion via DEP. Out of this total
amount, EUR2.875hillio n will be implemented through the Chips Joint UndertakiBgR
125million through InvestElto becomplemented with other By25million underinvesteU
itself) and EUR 300million through the EICThis comes in addition to the budget already
dedicated to eivities in microelectronics under this MFF to reach almost 5 billion.

In particular, an amount of up to EURG5billion will be implemented under HE in favour of

the Chips for Europe Initiative: EUR 900 million under ClusteEYR 150 million from
Cluser 3, EUR 300 million from Cluster and EUR 300 million under the European
Innovation Council (EIC). In addition, the Commission proposes to reduce the budget of HE
by an amount of EURIOO million to increase the amounts available for DEP. In order to
compensate for this reduction of EU#D0 million, the Commission proposes to make
available again, for the benefit of th#E programme, a further amount BIUR 400 million

(in current prices) of comrment appropriations over the period 28&R7, resulting from

total or partial noAamplementation of projects belonging to that programme or its
predecessor. This amount will be in addition to the EUR 0.5 billion (in 2018 prices) already
mentioned in theJoint Declaration by the European Parliament, the Council and the
Commission on the rase of decommitted funds in relation to the research progrémie
Commission therefore invites the European Parliament and Council to supplement this Joint
Declaration with a mention of the additional amount to make available again.

UnderDEP, a newSpecific Objective6 is proposed for the purposes of the Chips for Europe
Initiative. This Specific Objective ,6covels components @ d of Article 5 andit is to be
implemented by the ChipHJ. A total of up toEUR 1.6 billion will be allocated to ti$ new
Specific bjective 6 of the programme: EUR 600 million reallocated from the existing
objectives of theDEP, a reduction of EUR 400 million of the Connecting Eurdjaeility
Programme (CERF)ncludingEUR 150 million from CEFDigital and EUR 250 million from
CEFTransport, the reduction of EURIO million of cluster 4 of theHE programme (as

45 0J C 4441, 22.12.202¢, 3-3.

46 In line with the conclusion above on consistency of the EU Chips Act with other Union policies, in particular
the European Green Deal and the Fit for 55 package, thisdshotilnegatively affect the overall CEF
Transport objectives and the deployment of sustainable transport infrastructure.
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mentioned in the above paragraglompensated by the reuse of decommitn)earsd EUR
250 million from the unallocated margin of heading 1 to finance the Initiative undBEtRe

The Commission proposéo handle the reductions of the financial envelopes of CEF and HE
within the 15% variation provided by Point 18 of the Intertnibnal Agreement of 16
December 2020 between the European Parliament, the Council of the European Union and the
European Commission on budgetary discipline, on cooperation in budgetary matters and on
sound financial management, as well as on new owouress, including a roadmap towards

the introduction of new own resouréésThe Commission invites the European Parliament
and Council to refer to these variations, which are required for the efficient implementation of
the Chips for Europe Initiative, e Joint Declaration referred to in the previous paragraph.

Further details are provided in the Legislative Financial Statement annexed to this proposal.

5. OTHER ELEMENTS
. Implementation plans and monitoring, evaluation and reporting arrangements

The Commission will evaluate the output, results and impact of this proposal three years after
the date on which it becomes applicable and every four years thereafter. The main findings of
the evaluation will be presented in a report to the Europeanrarnitand the Council, which

will be made public. In order to conduct the evaluation, the European Semiconductor Board,
the Member States and national competent authorities will provide information to the
Commission on its request.

Detailed explanation of the specificprovisions of the proposal
1.1. Chapter - General Provisions

Chapter | lays out the subject matter of the Regulation. It also sets out the definitions used
throughout the instrument. The Regulation establishes a framework, consisting eof thre
“pillars?”, for strengthening Europe’ s semicc
establishes the Chips for Eurolmitiative that creates the conditions necessary to strengthen

the Union’s industrial i n n hewafinitio and ariteriga ©ofc 1 t y
first-of-a-kind Integrated Production Facilities and Open EU Foundries (pillar 2) and a

coordination mechanism for monitoring and crisis response (pillar 3).
1.2. Chapter I Chips for Europénitiative

Chapter 1l sets up the Chips for Europhnitiative t h a t wi 11 reinforce
competitiveness, resilience and innovation capacity. Through investments into the Chips for
Europe Initiative, the Union should increase its effectiveness in turning its research and
technology developments into demasniented, applicatiowriven, secure and energy

efficient semiconductor technologies of the highest quality. At the same time, the Union
should provide an opportunity for its supply industry to leverage on such investment

To this end,this Chapterincludes the general provisions and objectives of the Chips for
Europelnitiative. The Initiative aims to support largscale capacity building throughout the
Union in existing andcuttingedge and nexgeneration semiconductdechnologies. The
Initiative comprises five components: design capacities for integrated semiconductor
technologies, pilot lines fqureparing innovativeroduction, and testing and experimentation
facilities, advanced technology and engineering capadiieaccelerating the development of

4 OJ L 433l, 22.12.2020, p. 286.
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quantum chips, a network of Competence Centres and skills developmetiteai@hips
Fund activitiesfor access to capital by starps, scaleips and SMEs.

The Initiative shall be supported by funding fratfe and DEP, and in particular its new
Specific Objective 6 thereof, and implemented in accordance with the Regulations
establishing those programmes.

The Regulation provides for a procedural framework to facilitate combined funding from
Member Statesinvestment witout prejudice with State aid rglethe Union budget and

private investment. This will take the form of a new instrument with legal personality, the
European Chips Infrastructure Consortium ( ‘1
structure their collaborative work within a consortium, on &uwnary basis. In addition,

Section 1 sets up a mechanism for establishing a European network of Competence Centres

for the purpose of implementing actions on competence centres and skills under the Chips for
Europelnitiative.

The Chapter alsoncludesprovisions on the implementation. The primary implementation of

the Initiative will be entrusted to the Chips Joint Undertaking as proposed in the
Commission’s Proposal for a Council .RkRegul at i
technical descriptiorof the actionss provided in Annex I.Annex Il includes measurable
indicators to monitor the implementation and to report on the progress dhitiagive

towards the achievement of its objectives. The Commission is enabled to adopt delegated acts

to anmend the list of measurable indicatcfsh e I ni ti ative builds on Eu
in the global semiconductor value chain and enhances synergies with actions currently
supported by the Union and Member States. Therefore, in order to maximiseasitise

impacts, the Initiative should enable synergies with Union programmes described in Annex

.

1.3. Chapter IlI- Security of Supply

Chapter 1ll sets out the framework for Integrated Production Facilities and Open EU
Foundries. ntegrated Production Facilities and (pen EU Foundries are manufacturing
facilities providing semiconduc-of-aki mahuifm ct
Union and contribute to the security of supply and to a resilient ecosystem in the internal
market. In particular, in order to qualify aswtegratedProduction Facilities and (pen EU

Foundries the facility should have a clear positive impact on the semiconductor value chain

in the Union.

While IntegratedProductionFacilitiesare vertically integratedroduction facilities, @enEU
Foundriesoffer a significant degree of their production capacity to other industrial players,
such as fabless semiconductor companies (i.e. companies that design but do not manufacture
chips). Investment in these facilitiefacilitates the development of semiconductor
manufacturing in the UniorHence upon recognition as amtegratedProductionFacility or
OpenEU Foundry by the Commission, these facilities shall be considered to contribute to the
security of supply of selwonductors in the Union and therefore in the public intehesirder

to reachsecurity of supply, Member States may, without prejudic8tabe aid rules, apply
support schemes anghall provide for administrative support, including fast tracking of
administrative applicationprocedures related to their planning, construction and operation.
The Commission will recognise facility as anntegratedProductionFacilities or Open EU
Foundriesif they fulfil the criteria set out in this Chapter. The Comnuissimay repeal its
decision if the recognition was based on incorrect information or the facility no longer fulfils
the criteria
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1.4. Chapter IV- Monitoring and Crisis Response

Chapter IV contains a mechanism for coordinated monitoring of the semiconductor value
chain and responding to disruptions of the supply of semiconductors that have an impact on
the proper functioning of the internal market.

Section 1(Monitoring) sets out a moniterg and alerting system of the semiconductor value
chain. The system is based on regular monitoring activities of Member States consisting of, in
particular, the observation of early warning indicators and the availability and integrity of the
services andoods provided by key market actors. The Commission provides the basis for the
monitoring activities through a Union risk assessment in which it identifies the early warning
indicators. To ensure industry participation, the Member States will invite ntleva
stakeholders and industry associations to inform asiguificant fluctuationsn demand and
disruptions of their supply chain. Member States shquidvide regular update and
exchange their findings in the European Semiconductor Board. If Membes Statome
aware of a potential semiconductor crisis or the occurrence of a relevant risk factor in the
frame of their monitoring activities or through an update from stakeholders, they shall alert
the CommissionUpon this alertpr upon an alerthrough aher sources including information

from international partnershe Commissiorshall convene an extraordinary meeting of the
European Semiconductor Board. The meeting selive toassess the need to activate the
crisis stage and discuss potential coordidgorocurement ahead of a shortdgarthermore,

the Commission shaknter into consultations or cooperation, on behalf of the Union, with
relevant third countries with a view to seeking cooperative solutions to address supply chain
disruptions.

Section 2 (Crisis Stage)provides the rules to activate the semiconductor crisis stage and
details the emergency measures that can be used to respond to the crisis.

The Commission is enabled to activate the crisis stagedans of aimplementingactwhen

there is concrete, serious, and reliabkvidence of a semiconductor crisiSuch a
semiconductor crisis occurs when there are serious disruptions in the supply of
semiconductorgeading tosignificantshortageswhich involvesignificantnegative effects on

one or more important sectors of the Union, or prevensuipply,repair and maintenance of
essential products used by critical sectors. inlqf@ementingact will specify the duration of

the crisis stage or its prolongation. Before élpiry of the crisis stage, the Commission shall
assess, taking into account the opinion of the European Semiconductor Board, whether the
activation of the crisis stage should be prolondgedring the crisis stage, the European
Semiconductor Board will Hd extraordinary meetings to allow for Member States to work
closely with the Commission and coordinate any national measures taken with regard to the
semiconductor supply chain.

When the crisis stage is activated, the Commission may take certain emeargastyes set

out in this Regulation. The Commission may request representative organisations o
undertakings, or, if need pendividual undertakings operating along the semiconductor
supply chain for information necessary for assessing the semicondusisrand identifying
potential mitigation measures. These entities are obliged to provide the Commission with the
requested information. The requested information can consist of information regarding their
production capabilities, production capacitiesjrrent primary disruptions or any other
existing data necessary to assess the nature of the semiconductor crisis or to identify and
assess potential mitigation or emergency measures at national or Union level. Where
appropriate, the Commission may obligds, OEFssemiconductor manufacturirdgcilities

which have previouslaccepted this possibility in the context of receiving public support
undertakings along the semiconductor supply chain which have been subjected to a priority
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rated order requefitom a third country to an extent that significantly impactsaperation of
critical sectorsfo accept and prioritise the production of cAstevant products for critical
sectors. Additionally or alternatively, upon the request of two or more MeSthées, the
Commission may, on their behalf, act as a central purchasing body in order to procure crisis
relevant products for critical sectors. The Commission will, in consultation with the European
Semiconductor Board, assess the utility, necessity ssbgionality of the request. For the
definition of critical sectors, this Regulation refers to #eetors enlisted innex of the
Commission proposal for Birective of the European Parliament and of the Couanilthe
resilience of critical entitié§, and additionally the defence sectord other activities that are
relevant for public safety and securitgnd provides that the Commission may limit these
emergency measures to certain sectors within this list

1.5. Chapter V- Governance

Chapter V sets up the governance systems at Union and national level. At Union level, the
proposal establishes a European Semiconductor Board, composed of representatives from the
Member States andhaired bythe Commission. The European Semiconductor Board will
provide advice on thelnitiative to the Public Authorities Board of the Chips Joint
Undertaking (pillar 1)provide advice and assistance to the Commission in order to exchange
information on the functioning of the IPF and OEF (pillar 2); discuss and preépare
identification of specific critical sectors and technologies, address monitandgcrisis
responsessues (pillar 3), and to provide support in the consistent application of the proposed
Regulation and facilitate cooperation among Member States European Semiconductor
Board shall support the Commission in international cooperation. It shall also coordinate and
exchange information with relevant crisis structures established under UnionT tew.
European Semiconductor Boasdill meet in different ompositions andhold separate
meetings for its tasks under pillarand for its tasks under pillaBand3. The Commission

may establish standing or temporary gubupsof the European Semiconductor Boauaid

invite organisatios representing the interss of the semiconductor industgnd other
stakeholderso such sukgroups as observers.

At national level, Member States will designate one or more national competent authorities
and, among thema national single point of contact for the purpose of em@nting the
Regulation

1.6. Chapter VI, VII, VIl — Final Provisions

Chapter VI emphasizes the obligation of all parties to respect the confidentiality of sensitive
business information and trade secrets. The obligation applies to the Commissiotiptizd na
competent authorities and other authorities of the Member States, as well as all
representatives and experts attending meetings of the European Semiconductor Board and the
Committee. The Chapter also establishes rules on effective, proportionatéjsanasive
penaltiesand finesfor noncompliance with the obligations under this Regulatsumject to
appropriate safeguardshe Commission may impogeriodicpenalty payments for failure of

the relevant undertakings to accept and prioritise cedaders in a semiconductor crisis.
Furthermore, the Commission may impose fines on an undertaking that provides incorrect,
incomplete or misleading information, or does not supply the information within the
prescribed time limit.

Chapter VII sets out rulesind conditions for the exercise of delegation amgdlementing
powers The proposal empowers the Commission to adopt, where appropriate, implementing

48 COM(2020) 829. 16.12.2020.
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acts to allow for procedural specification and ensure uniform application detpelation

and delegatedcts to amend Annex | (the activities set out there@ manner consistent with
the objectives of thdnitiative) and Annex Il (the measurable indicators and the provisions on
the establishment of a monitoring and evaluation framework to supplemeRethation).

Chapter VIII contains amendments to other acts, includivgDigital Europeprogramme,
and an obligation for the Commission to prepare regular reports for the evaluation and review
of the Regulation to the European Parliament and to the @ounc
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2022/0032 (COD)
Proposal for a
REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

establishing a framework of measures for strengthening Europe's semiconductor
ecosystem (Chips Act)

(Text with EEA relevance)

THE EUROPEAN PARLIAMENT AND THECOUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty on the Functioning of the European Union, and in particular
Article s173(3) 182(1), 183and114thereof,

Having regard to the proposal from the European Commission,

After transmission of the dralftgislative act to the national parliaments,

Having regard to the opinion of the European Economic and Social Confifhittee
Having regard to the opinion of the Committee of the Regfons

Acting in accordance with the ordinary legislative procedure,

Wheres:

(1) Semiconductors are at the core of any digital device: from smartphones and cars,
through critical applications and infrastructures in health, energy, communications and
automation to most other industry sectors. While semiconductors are essetitel to
functioning of our modern economy and society, the Union has witnessed
unprecedented disruptions in their supply. The current supply shortage is a symptom
of permanent and serious structural deficiencies inttlei osemiconductor value
and supply bain. The disruptions have exposed ldasting vulnerabilities in this
respect, notably a strong thicduntry dependency in manufacturing and design of
chips.

2) Aframework for increasing the Union’ s r
technologies should be establishedstimulating investment, strengthening the
capabilities of theU n i osemiconductor supply chain, and increasing cooperation
among the Membegtates and the Commission.

(3) This frameworkpursues two objective3he first objectiveis to ensure the conditions
necessary for the competitiveness and innovation capacity of the Union and to ensure
the adjustment of the industry to structural chardyes to fast innovation cyclesd
the need for sustainabilitfhe second objective, separate and complementary to the
first one,is to improve the functioning of the internal market by laying down a
uni form Union 1 egal f r a nseregibencke anfl securityaf c r ¢ a
supply in the field of semiconductor technologies.

9 0JcC,,p..
. 0JcC,,p..
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(4) It is necessary ta a k ¢ measur e s t o build capacity
semiconductosectorin line with Article 173(3) of the Treaty. These measures do not
entail the harmonisation of national laws and regulations. In this regard, the Union
should reinforce the competitiveness and resilience of the semiconductor technological
and industrial base, whilst strengthening the innovation capacity of its semiconductor
secbr, reducing dependence on a limited number of third country companies and
geographies, and strengthening its capacity to design and produce advanced
components. The Chips for Europatiative ( t Hndtiative’ ) should support
aims by bridging the agp bet ween Europe’ s advanced
capabilities and theisustainablandustrial exploitation. It should promote capacity
building to enable design, production and systems integration in gesdration
semiconductor technologies, enharmdlaboration among key players across the
Union, strengthening Europe's semiconductor supply and value chains, serving key
industrial sectors and creating new markets.

(5) The use of semiconductors is critical for multiple economic sectors and societal
functions in the Union and therefore, a resilient supply is essential for the functioning
of the internal marketGiven the wide circulation of semiconductor products across
borders, theesilience and security of supply of semiconductans be best addresd
through Union harmonising legislatidmased on Article 114 of the Treatyith a
view to enabling coordinated measures for building resilience, harmonised rules for
facilitating the implementation of specific projects that contribute to the security of
supply of semiconductors in the Union are necessary. The proposed monitoring and
crisis response mechanism should be uniform to enable a coordinated approach to
crisis preparedness for the crdsgder semiconductor value chain.

(6) The achievement of tBe objectives will be supported by a governance mechanism.
At Union level, this Regulation establishes a European Semiconductor Board,
composed of representatives of the Member Statexlaamided bythe Commission.

The European Semiconductor Board will yide advice to and assist the Commission

on specific questions, including the consistent application of this Regulation,
facilitating cooperation among Member States and exchanging information on issues
relating to this RegulatiorThe European SemicondoctBoard should hold separate
meetings for its taskander the different chapters of this Regulatidine different
meetings may include different compositions of the Haylel representatives arie
Commissiormay establistrsubgroups

(7) Given the globalised nature of thesemiconductor supply chain, international
cooperation with third countries is anportantelementto achieve a resilience of the
Union’s s e mi c o nlha actionsrtaken wnrder yhis tRegmlation should
also enable the Union tplay a stronger role, as a centre of excellence, in a better
functioning global, interdependent semiconductors ecosysim. Commission,
assisted by theEuropean Semiconductor Boarghould cooperateand build
partnershipswith third countries with a viewo seeking solutions to addrede the
extent possiblejisruptions of the semiconductor supply chain.

(8) The semiconductor sector is characterised by very high development and innovation
costs and very high costs for building state of the art testimy experimentation
facilities to support the industrial production. This has direct impact on the
competitiveness and innovation capacity of the Union industry, as well as on the
security and resilience of the supply. In light of the lessons learnt femant
shortages in the Union and worldwide and the rapid evolution of technology
challenges and innovation cycles affecting the semiconductor value chain, it is

22 EN



EN

(9)

(10)

(11)

2

necessary t o strengthen t he Union’ s c
capacity by seithg up thelnitiative.

Member States are primarily responsible for sustaining a strong Union industrial,
competitive sustainableand innovative base. However, the nature and scale of the
innovation challenge in the semiconductor sector requires adtiote taken
collaboratively at Union level.

TheHorizon Europe Framework programme established by Regulation (EU) 2021/695
of the European Parliament and of the Codh¢Horizon Europe)- the Framework
Programme for Research and Innovation, hastjective to strengthen the European
research area (ERA), encouraging it to become more competitive, including in its
industry, while promoting all research and innovation (R&I) activities to deliver on the
Union's strategic priorities and commitments, evhultimately aim to promote peace,

the Union's values and the wéking of its peoples. As a major priority of the Union,

the total financial resources allocated to the programme should not be reduced and the
reduction of the financiaksources of therpgramme, aimed to reinforce the financial
envelope of the Digital Europe programme with the aim of contributing to the Chips
initiative, should be compensated by another source. Consequently, without prejudice
to the institutional prerogatives of the Epean Parliament and of the Council, an
amount of commitment appropriations equivalent to the reduction should be made
available to Horizon Europe over the period 2@P27, resulting from total or partial
norrimplementation of projects belonging to thabgmamme or its predecessor, as
provided for in Article 183) of Regulation (EU, Euratom) 2018/1046 of the European
Parliament and of the Cour@l(the Financial Regulation)This amount will be in
addition to the EUR 0.5 billion (in 2018 prices) alreaahentioned in the Joint
Declaration by the European Parliament, the Council and the Commission onR the re
use of decommitted funds in relation to the research programme.

In order to equip the Union with the semiconductor technology research and
innovaton capacities needed to maintain its research and industrial investments at a
leading edge, and bridge the current gap between research and development and
manufacturing, the Union and its Member States should better coordinate their efforts
and ceinvest. To achieve thisthe Union and Member States, should take into
consideratiorthe twin digital and green transition goalBhe Initiative throughout all
components and actions, the extent possihleshould mainstream amdaximise the
benefits ofapplicaton of semiconductor technologies powerful enablers for the
sustainability transitiorthat canlead to new products and more efficieetfective

clean and durableise of resources, including energy and materiaécessary for
productionand the wholdifecycle use of semiconductors

51 Regulation (EU) 2021/695 of the Ewman Parliament and of the Council of 28 April 2021 establishing
Horizon Europe- the Framework Programme for Research and Innovation, laying down its rules for
participation and dissemination, and repealing Regulations (EU) No 1290/2013 and (EU) N®129(ZQ
L 170, 12.5.2021, p. 1).

52 Regulation (EU, Euratom) 2018/1046 of the European Parliament and of the Council of 18 July 2018 on the
financial rules applicable to the general budget of the Union, amending Regulations (EU) No 1296/2013,
(EU) No 13012013, (EU) No 1303/2013, (EU) No 1304/2013, (EU) No 1309/2013, (EU) No 1316/2013,
(EU) No 223/2014, (EU) No 283/2014, and Decision No 541/2014/EU and repealing Regulation (EU,
Euratom) No 966/2012 (OJ L 193, 30.7.2018, p. 1).
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(12) In order to achieve itgeneralobjective, and address both the supply and demand side
challenges of the current semiconductor ecosystemnitigtive should include five

main components. F isrdesign capacity, thiitiativefsbhauld e E ur

support actions to build a virtual platform thatasailableacross the Union. The
platform should connect the communities of design houSe#:s and staips,
intellectual property and tool suppliers, with research and technology sagans to
provide virtual prototype solutions based ordawvelopment of technology. Second, in
order to strengthen the security asnd r
dependency on third country production, tingiative should support development

and access to pilot lines. The pilot lines should provide for the industry a facility to
test, experiment and validate semiconductor technologies and system design concepts
at the higher technology readiness levels beyond level 3 but under leviile8
reducing environmental impacts as much as possiUldon investmentsalong
Member Statesnvestmentand with the private sector in pilot lines is necessary to
address the ésting structural challenge and market failure where such facilities are
not available inthe Unionhindering innovation potential and global competitiveness

of the Union. Third, in order to enable investments in alternative technologies, such as
guantumtechnologiesconducive to the development of the semiconductors sector, the
Initiative should support actions including on design libraries for quantum chips, pilot
lines for building quantum chips and testing and experimentation facilities for
guantum corponents. Fourth, in order to promote the use of the semiconductor
technologies, to provide access to design and pilot line facilities, and to address skills
gaps across the Union, tlhatiative should support establishment of the competence
centres on seimonductors in each Member State. Access to publicly funded
infrastructure such as pilot and testing facilitieand to the competence network
should be open ta wide range ofisers and must be granted on a transparent and non
discriminatory basis andnomarket terms (or cost plus reasonable margin basis) for
large undertakings, while SMEs can benefit from preferential access or reduced prices.
Such access, including for international research and commercial partners, can lead to
broader cros$ertilisaton and gains in knosmow and excellence, while contributing

to cost recoverykifth, The Commission should sep a dedicated semiconductor
investment facilitysupport(as part of the investment facilitation activities described
collectivelyasthe ChFpad’ ) proposing botincludingai t y
blending facility under thénvestEUFund established by Regulation (EU) 2021/523

of the European Parliament and Couticiin close cooperation with the European
Investment Bank Groumnd together with other implementing partners such as
national promotional banks and institutionBhe ‘Chips Fund activities should
support the development of a dynamic and resilient semiconductor ecosystem by
providing opportunities for increased awdiility of funds to support the growth of
startups and SMEs as well as investments across the value chain, includatyefior
companies in the semiconductor value chdmshis context,lte European Innovation
Council will provide furtherdedicatedsugport through grants and equity investments

to high risk, market creating innovators.

(13) In order to overcome the limitations of the current fragmented public and private
investments efforts, facilitate integration, crdedilisation, and return omvestment
on the ongoing programmeand to pirste a common strategic Union vision on

53 Regulation (EU) 2021/523 dhe European Parliament and of the Council of 24 March 2021 establishing the
InvestEU Programme and amending Regulation (EU) 2015/1017 (OJ L 107, 26.3.2021, p. 30).
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semiconductoras a means treealising the ambition of the Union and of its Member
States to ensure a leading role in the digital econangyChips for Europe Initiative
should facilitatebetter coordination and closer synergies between the existing funding
programmes at Union and national levels, better coordination and collaboration with
industry and key private sector stakeholders and additjoial investmentswith
Member StatesThe implementation set up of thatiative is built to pool resources
from the Union Member States and third countries associated with the existing Union
Programmes, as well as the private sectbe success of thénitiative can therefore
only be built on a collective effort by Member States, with the Union, to support both
the significant capital costs and the wide availability of virtual design, testing and
piloting resources and diffusion of knowledge, skillsd anompetencesWhere
appropriate, in view ofhe specificities of the actions concerned, the objectives of the
Initiative, specifically the'Chips Fund activities should also be supportédrougha
blendingfacility under the InvestEU Fund.

(14) Supportfrom the Initiative should be used to address market failures orogtional
investment situations in a proportionate manner, and actions should not duplicate or
crowd out private financing or distort competition in the internal market. Actions
should have clear added value for the Union.

(15) The Initiative should build upon the strong knowledge base and enhance synergies
with actions currently supported by the Union and Member States through
programmes and actions in research and innovation in semiconductors and in
developments of part of the supply champarticular Horizon Europe and the Digital
Europe programme established by Regulation (EU) 2021/694 of the European
Parliament and of the Courtéilwith the aim by 2030, to reinfordee Unionas global
player in semiconductor technology and its applaetj with a growing global share
in manufacturing. Complementing those activities, théiative would closely
collaborate withother relevant stakeholders, including wiitle Industrial Alliance on
Processors and Semiconductor Technologies.

(16) With a view to accelerating implementation of the actions of lhéative, it is
necessary to provide an option of implementing some ofirthiative actions, in
particular on pilot lines, through a new legal instrument, the European Chips
Infrastructure Constium (ECIC). The ECIC should have legal personality. This
means that when applying for the actions to be funded bynitative, the ECIC
itself, and not individual entities forming the ECIC, can be the appliddm&. main
aim of the ECIGshould beo ercourage effective and structural collaboration between
legal entities, including Research and Technology Organizations. For this rémseson,
ECIC has toinvolve the participation of at least three legal entities ftoreeMember
States and be operatedaapublicprivate sector consortium for a specific actibhe
setting up of ECIGhould not involve the actual setting up of a new Union body and
should not be targeted at one specific action undeinttiative. It should address the
gap 1 n t botboxltorcombine funding from Member States, the Union budget
and private investment for the purposes of implementing actions ohitreive. In
particular, strong synergies can be attained through combined development of the
different pilot linesina ECI C, pooling the Union’s ¢
resources of the Member States and other particip@hesbudget of the ECIC that
would be made available by Member States and private sector participants over its

54 Regulation (EU) 2021/694 of the European Parliament and of the Council of 29 ApriegGiishing the
Digital Europe Programme and repealing Decision (EU) 2015/2240. (OJ L 166, 11.5.2021, p. 1).
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(17)

(18)

(19)

(20)

(21)

(22)

(23)

projected period of operatiorshould respect the timeframes of the actions
implemented under this Initiativd&he Commission should not be directly a party in
the Consortium.

The primary implementation of thaitiative should be entrusted to the Chips Joint
Undertaking a®stablished by ouncil RegulatiorKX/XX amending Regulation (EU)
2021/2085 establishing the Joint Undertakings under Horizon Europe, as regards the
Chips Joint Undertakirtg

In order to encourage the establishment of the necessary manufacturindated re
design capabilities, and thereby ensure the security of supply in the Union, public
support may be appropriate. In that respect, it is necessary to set out the criteria for
facilitating the implementation of specific projects that contribute to wiclyethe
objectives of this Regulation and distinguish between two types of facilities, namely:
Integrated Production Facilities and Open EU Foundries.

Integrated Production Facilities and Open EU Foundries should provide
semiconductor manufacturing@ a bi 1 i t i e sof-akh atd > ad @ f fhier sUtn i
contribute to the security of supply and to a resilient ecosystem in the internal market.

The qualifying factor for the production of a fist-akind facility could be with

regard to the technologyode,substrate material, such as silicon carbide and gallium

nitride, and other product innovation that can offer better performamrecess
technology or energy and environmental performance. A facility of a comparable
capability on an industrial scaould not yet substantively be present or committed

to be built within the Union, excluding facilities for research and development or
smalktscale production sites.

Wherean Open EU Foundrgffers production capacity to undertakings not related to
the operator of the facility, the Open EU Foundry should establish, implement and
maintain adequate and effective functional separation in order to prevent the exchange
of confidential information between internal and external production. This should
apply b any information gained in the design and in the feond or backend
manufacturing processes.

In order to qualify as Integrated Production Facilities or Open EU Foundries, the
establishment and operation of tiaeility should have a clear positive impact on the
semiconductor value chain in the Union, in particular with regard to providing a
resilient supply of semiconductors to users on the internal market. The impact on
several Member Statescluding cohesino objectives shouldbe considered as one of

the indicators of a clear positive impact of an Integrated Production Facility and Open
EU Foundry on the semiconductor value chain in the Union.

It is important that Integrated Production Facilities and®®fgU Foundries are not
subject to extraterritorial application of public service obligationposedby third
countries that could undermine their ability to use their infrastructure, software,
services, facilities, assets, resources, intellectual psopeknowhow needed to fulfil

the obligation on priority rated orders under this Regulatinch they would have to
guarantee

In light of the fast development of semiconductor technologies and to strengthen the
future industrial competitiveness tfie Union, Integrated Production Facilities and
Open EU Foundries should commit to continued and efficient investment into the next
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generations of semiconductors including by testing and experimenting new
developments through priority access to the pitas set up by the Chips for Europe
Initiative, without prejudice to effective access by others

(24) To allow for a uniform and transparent procedure to attain recognition as an Integrated
Production Facilig and Open EU Foungy the recognition decisioshould be adopted
by the Commissiorfollowing the application by anndividual undertaking or a
consortium of several undertakings. To account for the importance of a coordinated
and cooperated implementation of the planned facility, the Commission Sa&eld
into account in its assessment tieadinesf the Member State or Member States
where the applicant intends to establish its facilities to support thp detirthermore,
when assessing the viability of the business plan, the Commission couldntake
account the overall record of the applicaimt. light of the privileges attached to
recognition as an Integrated Production Facility or Open EU Foundry, the Commission
should monitor whether facilities that have been granted this status contirareply c
with the criteria set out in this Regulation.

(25) In light of their importance for ensuring the security of supply and enabling a resilient
semiconductor ecosystem, Integrated Production Facilities and Open EU Foundries
should be considered to be time public interest. Ensuring the security of supply of
semiconductors is important also for digitalisation that enables the green transition of
many other sectors. To contribute towards security of supply of semiconductors in the
Union, Member States magpply support schemes and provide for administrative
support in national permit granting procedures. This is without prejudice to the
compéenceof the Commissionn the field of State aidunder Article 107 and 108f
the Treaty where relevantMember Sates should support the sei of Integrated
Production Facilities and Open EU Foundries in accordance with Union law

(26) It is necessary thanhtegrated Productiondg€ilities and Open EU Foundriesesetup
as quickly as possible, while keeping the adstrative burden to a minimurfor that
reason Member States should treat applications related to the planning, construction
and operation of Integrated Production Facilities and Open EU Foundries in the most
rapid manner possibléfhey shouldappointan authority which will facilitate and
coordinate the permit granting processes and appoint a coordinator, serving as a single
point of contactfor the project Moreover,where necgsary for granting a derogation
under Council Directive 92/43/EF€and Directive 2000/60/EC of the European
Parliament and Counéll the establishment and operation of thésslities may be
considered as being of overriding public interest within the meaning of the
aforementioned legal textprovided that the remairgnother conditions set out in
these provisions are fulfilled

(27) The internal market would greatly benefit from common standards for green, trusted
and secure chips. Future smart devices, systems and connectivity platforms will have
to rely on advancedesiconductor components and they will have to meet green, trust
and cybersecurity requirements which will largely depend on the features of the
underlying technology. To that end, the Un&imoulddevelopreference certification

56 Council Directive 92/43/EEC of 21 May 1992 on the conservation of natural habitats and of wild fauna and
flora.

57 Directive 2000/60/EC othe European Parliament and of the Council of 23 October 2000 establishing a
framework for Community action in the field of water policy.
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(28)

(29)

(30)

(31)

(32)

(33)

(34)

proceduresand require thendustry to jointly developsuch procedures for specific
sectors and technologies with potential high social impact.

In light of this, the Commission, in consultation with the European Semiconductor
Board, should prepare the ground for a certificadbbgreen, trusted and secure chips
and embedded systems that rely on or make extensive use of semiconductor
technologies. In particular, they should discuss and identify the relevant sectors and
products in need of such certification.

In light of the structural deficiencies of the semiconductor supply chain and the
resulting risk of future shortages, this Regulation provides instruments for a
coordinated approach to monitoring and effectively tackling possible market
disruptions.

Due to the complex, quickly evolving and interlinked semiconductor value chains with
various actors, a coordinated approach to regular monitoring is necessary to increase
the ability to mitigate risks that may negatively affect the supply of semiconductors
Member States should monitor the semiconductor value chain focusirgarbn
warning indicators and the availability and integrity of the services and goods
provided bykey market actordn such a way that it would not represent an excessive
administraitve burden for undertakings

Any relevant findings, including information provided by relevant stakeholders and
industry associations, should be provided to the European Semiconductor Board to
allow for a regular exchange of information betwdegh-level representativesf
Member Statesnd for integration of the information into a monitoring overview of
the semiconductor value chains

It is important to take into account the specific insights into the supply situation of
users of semiconductordherefore, Member States should identify and regularly
exchange with the main user categories on their national markets. Furthermore,
Member States should offer the possibility for relevant stakeholder organisations,
including industry associations andpresentatives of the main user categories, to
provide information regardingignificantchanges in demand and supply, and known
disruptions of their supply chairthis could include the unavailability of critical
semiconductors or raw materials, longemtlaaerage leatime, delays in delivery and
exceptional pge surges.

In order to carry out these monitoring activities, the competent authorities of Member
States may need certain information, which may not be publicly accessible, such as
information on the role of an individual undertaking along the semiconductor value
chain. In tloselimited circumstances in which it is necessary and proportionate for the
purpose of carrying out the monitoring activities, the competent authorities of Member
Statesshould be able toequest this information from the undertaking in question.

Member States should alert the Commission if relevant factors indicate a potential
semiconductor crisis. In order to ensure a coordinated response to address such crises,
the Commission should upon the alert by a Member State or through other sources,
including information from international partners, convene an extraordinary meeting

of the European Semiconductor Board for assessing the need to activate the crisis
stage and fodiscussing whether it may be appropriate, necessary and proportionate
for Member States to carry out coordinated joint procuremémé Commission
shouldengage in consultations and cooperation with relevant third countries with a
view to addressing anglisruptions in the international supply chain, in compliance
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with international obligations and without prejudice to procedural requirements under
the Treaty on international agreements.

(35) As part of the monitoring, national competent authorities shalglol do a mapping of
undertakings operating the Union along the semiconductor supply chastablished
in their national territory and notify this information to the Commission.

(36) In order to facilitate effective monitoring,-olepth assessment thfe risks associated
with different stages of the semiconduct@ue chain is needed, including on the
origins and sources of supplies beyond the Union. Such risks may be related to critical
inputs and equipment for the industry, including digital proslutttat may be
vulnerable,possible impact of counterfeit semiconductorgnufacturing capacities
and other risks that may disrupt, compromise or negatively affect the supply chain.
Those risks could include supply chains with a single point of failunehoch are
otherwise highly concentrated. Other relevant factors could include the availability of
substitutes or alternative sources for critical inputs and resilient and sustainable
transport. The Commission should, assisted by the European SemicorBloatdr
and taking also into account information received from the main user categories,
develop a Union level risk assessment.

(37) In order to forecast and prepare for future disruptions of the different stages of the
semiconductorvalue chain in the Unionthe Commission should, assisted by the
European Semiconductor Board, identify early warning indicators in the Union risk
assessment. Such indicators could include the availability of raw materials,
intermediate products and human capital needed for raetomiing semiconductors, or
appropriate manufacturing equipment, the forecasted demand for semiconductors on
the Union and global markets, price surges exceeding normal price fluctuation, the
effect of accidents, attacks, natural disasters or other seveunss, the effect of trade
policies, tariffs, export restrictions, trade barriers and other trade related measures, and
the effect of business closures, delocalisations or acquisitions of key market actors.
Member States should monitor these early waymidicators.

(38) A number of undertakings providing semiconductor services or goods are assumed to
be essential for an effective semiconduct
ecosystemdue tothe number otJnion undertakings relying on their products, their
Union or global market share, their importance to ensure a sufficient level of supply or
the possible impact of the disruption of supply of their prodoctservices The
Member States should identifyakekey market actors in theterritory.

(39) Under Article 4 of Regulation (EU) 2019/452 establishing a framework for the
screening of foreign direct investments into the Urfloin determining whether a
foreign direct investment is likely to affect security mublic order, Member States
and the Commission may consider its potential effects on critical technologies and
dual use items as defined in point 1 of Article 2 of Council Regulation (EC) No
428/2009°, including semiconductors.

(40) As part of the monitong, Member Statesould specifically consider the availability
and integrity of the services and goods of key markets actors. iSsieFscould be

%8 Regulation(EU) 2019/4520f the European Parliament and of the Couatil9 March 2019 establishing a
framework for the screening of foreign direct investments into the U@drL 791, 21.3.2019, p-14).

% Council Regulation (EC) No 428/2009 of 5 May 2009 setting up a Community regime for the control of
exports, transfe brokering and transit of dualke items (OJ L 134, 29.5.2009, p269).
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brought to the attention of the European Semiconductor Board by the Member State
concerned.

(41) For arapd, efficient and coordinated Union response to a semiconduadsis it is
necessary tprovide timely and upto-date information to the decisianakers on the
unfolding operational situation as well asdmnsuring thaeffective measures to secure
thesupply of semiconductsrto affected critical sectocan be taken

(42) The semiconductor crisistage should be triggered in the presence of concrete,
serious, and reliable evidencespich acrisis. A semiconductor crisis ocasln case of
seriousdisruptions to the supply of semiconducttgading tosignificant shortages
which entail significant delays and negative effects amre or moreimportant
economic sectors in the Union, either directly or through ripple effects of the shortage,
given thatt h e Union’ s industrial sectors r
semiconductors. Alternatively or in addition, a semiconductor crisis alsosogben
seriousdisruptions of the supply of semiconducttaad tosignificantshortages which
prevent thesupply, repair and maintenance of essential products used by critical
sectors, for instance medical and diagnostic equipment

(43) In order to ensure an agile and effective respoeasich a semiconductor cristhe
Commissionshould be empowered tactivate the crisis stage by means af
implementingacts and for a predetermined duration periading into account the
opinion of the European Semiconductor Boaftie Commission should assess the
need for prolongation and prolong the duration ofdhgis stage for a predetermined
period, should such a necessity be ascertained, taking into account the opinion of the
European Semiconductor Board.

(44) Close cooperation between the Commission and the Member States and coordination
of any national meases taken with regard to the semiconductor supply chain is
indispensable during the crisis stage with a view to addressing disruptions with the
necessary coherence, resiliency and effectiveness. To this end, the European
Semiconductor Board should hold edrdinary meetings as necessary. Any measures
taken should be strictly limited to the duration period of the crisis stage.

(45) Appropriate, effective and proportionate measures should be identified and
implemented when the crisis stage is activatétout prejudice to possible continued
international engagement with relevant partners with the view to mitigating the
evolving crisis situation Where appropriate, the Commission should request
information from undertakings along the semicondustgpply chan. Furthermore,
the Commissionshould be able towhere necessary and proportionate, oblige
Integrated Production Facilities and Open EU Foundrieactept andorioritise an
order ofthe production of crisiselevant products, and to act as a central lasing
body when mandated by Member Stafdse Commissiorouldlimit the measures to
certain critical sectordn addition, the European Semiconductor Board may advise on
the necessity of introducing an exp control regime pursuant to Regulati@BU)
2015/479 of the European Parliament and of the CdiinciThe European
Semiconductor Board may also assess and advise on further appropriate and effective
measures. The use of all these emergency measures should be proportionate and
restricted to what is nessary to address the significant disturbances at stagtar
as this is in the best interest of the Union. The Commission should regularly inform

60 Regulation (EU) 2015/479 of the European Parliament and of the Council of 11 March 2015 on common
rules for exportgOJ L 83, 27.3.2015, p. 34)
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(46)

(47)

(48)

the European Parliament and the Council of the measures taken and the underlying
reasons. The Commissiomay, after consulting with the Boartssue further guidance
on the implementation and use of the emergency measures.

A number of sectors are critical for the proper functioning of the internal market.
Those critical sectorarethe sectordisted inthe Annex of the Commission proposal

for a Directive of the European Parliament and of the Council on the resilience of
critical entitie§™. For the purposes of this Regulation, defeace other activities that

are relevant for public safety and securstyould be additionally considered as a
critical sector. Certain measures should only be enduatethe purpose ofecumg
supply to critical sectors. The Commissiamay limit the emergency measures to
certain of these sectows to certain parts of themvhen the semiconductor crisis has
disturbed or is threatening to disturb their operation.

The purpose of requests for information from undertakings along the semiconductor
supply chairestablished in the Uniom the crisis stage ian indepthassesmentof

the semiconductor crisign order to identify potential mitigation or emergency
measures at Union or national level. Such information nmejude production
capability,production capacity and current primary disruptions and bottlenecks. These
aspets could include the typical and current actual stock of emdevant products in

its production facilities located in the Union and third country facilities which it
operates or contracts or purchases supply from; the typical and current actua¢ averag
lead time for the most common products produced; the expected production output for
the following three months for each Union production facility; reasons that prevent the
filling of production capacity; or other existing data necessary to assess uhe ofat

the semiconductor crisis or potential mitigation or emergency measures at national or
Union level. Any request should be proportionate, have regard for the legitimate aims
of the undertaking and the cost and effort required to make the data ayalablell

as set out appropriate time limits for providing the requested information.
Undertakings shouldebobliged to comply with the request and may be subject to
penalties if they fail to comply or provide incorrect informatidmy information
acquied should be subject to confidentiality rul86ould an undertaking be subject to

a request for informatiorelated to its semiconductor activiti#Eem a third country, it
should inform the Commissioso to enable an assessment whether an information
request by the Commission is warranted

In order to ensure that critical sectors can continue to operate in a time of crisis and
when necessary and proportionate for this purpose, Integrated Production Facilities
and Open EU Foundrieould be obligedby the Commissionio accept angbrioritise

orders of crisigelevant products.This obligation may also be extended to
semiconductor manufacturing facilities which have accepted such possibility in the
context of receiving public suppoithe decision on @riority rated order should be
taken in accordance with all applicable Union legal obligations, having regard to the
circumstances of the caskhe priority rating obligation should take precedence over
any performance obligation under private or pubhe Vehile it should have regard for

the legitimate aims of the undertakings and the cost and effort required for any change
in production sequencdJndertakings may be subject to penalties if they fail to
comply with the obligation for priority rated orders.

61
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(49)

(50)

(51)

(52)

(53)

The undertakingconcernedshould beobliged to accept angrioritise a priority rated
order. In exceptional and duly justified cases, tmelertakingcould request the
Commission to review the imposed obligatidiis applies either where the fagilis
unable to fulfil the order even if prioritised, be it due itsufficient production
capability or production capacijtyor because this would place an unreasonable
economic burden and entail particular hardship on the facility.

Under the exceptimal circumstance that an undertaking operating along the
semiconductor supply chain in the Union receives a priority rated order request from a
third country, it should inform the Commission of this request, so as to inform an
assessment of whether, if theis a significant impact on the security of supply to
critical sectorsand the other requirements of necessity, proportionality and legality
are satisfied in the circumstances of the ctse=Commission should likewise enact
priority rated order obdjation.

In light of the importanceto ensure the security of supply to critical sectors that
perform vital societal functiongompliance with tke obligationto perform a priority
rated ordeshould not entail liability for damages towards third parfilesany breach

of contractual obligationthat may result from the necessary temporary changes of the
operational processes of the concerned manufacturer, limited to the extent the
violation of contractual obligations was necessary for compliance with the mandated
prioritisation. Undertakings potentially within scope of a priority rated order should
anticipate this possibility in the conditions of their commercial contratfithout
prejudice tahe applicability of other provisions, the liability for defective products, as
provided for by Council Directive 85/374/EEC of 25 July 1%8% not affecte by

this liability exemption.

The obligation to prioritise the production of certain produetpects the essence of
and will not disproportionately affect thiteedomto conducta business and the
freedom of contradiaid down inArticle 16 ofthe Charter of Fundamental Rights of

t he Eur op tha@harternandahe rightto propertpid down inArticle 17 of

the Charter Any limitation of those rights in this Regulation will, in accordance with
Article 52(1) of the Charter, be provided for by law, respect the essence of those rights
and freedoms, and comply with the principle of pnbionality.

When the crisis stage is activated, two or more Member Statdd mandate the
Commission to aggregate demand and act on their bfeinaleir public procurement

in the public interest, in accordance with existing Union rules and proegd
leveraging its purchasing power. The mandateld authorise the Commission to
enter into agreements concerning the purchase of-oceisigant products focertain

critical sectors. The Commission should assess for each request the utility, pecessit
and proportionality in consultation with the Board. Where it intends to not follow the
request, it should inform the concerned Member States and the Board and give its
reasons. Furthermore, tiparticipating Member Stateshould be entitled t@ppoint
representatives tprovide guidance and advice during gfrecurement procedures and

in the negotiation of the purchasing agreements. The deployment and use of purchased
products should remain within the remit of the participating Member States.
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Council Directive 85/374/EECof 25 July 1985 on the approximation of the laws, regulations and
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(54)

(55)

(56)

(57)

During a semiconductor shortage crisis, it might become necessary that the Union
considers protective measures. The European Semiconductor Ragrexpress its
views toi nform t he Commi ssion’s assessment
amounts to asignificantshortage of essential products pursuant to Reguléitl)

2015/479.

In order to facilitate a smooth, effective and harmonised implementation of this
Regulation, cooperation and the exchange of information, the European
Semiconductor Board should testablished. The European Semiconductor Board
should provide advice to and assist the Commission on specific quesiibese
should include providing advice on the Chips for Europe Initiative to the Public
Authorities Board of the Chips Joint Undertakinrgxchanging information on the
functioning of the Integrated Production Facilities and Open EU Foundries; discussing
and preparing the identification of specific sectors and technologies with potential
high social impact and respective security signifteamn need of certification for
trusted products and addressing coordinated monitoring and crisis response.
Furthermore, the European Semiconductor Board should ensure the consistent
application of this Regulation, facilitate cooperation between MembtrsSia well as
exchange of information on issues relating to this Regulation. The European
Semiconductor Board should support the Commission in international cooperation in
line with international obligations, including in information gathering and crisis
assessmentin addition, the European Semiconductor Board should coordinate,
cooperate and exchange information with other Union crisis response and crisis
preparedness structures with a view to ensure a coherent and coordinated Union
approach as regardsrigis response and crisis preparedness sorea for
semiconductor crises.

A representative ohie Commission should chair the European Semiconductor Board.
Each Member State’s mnational single poi
level repesentative to the European Semiconductor Board. Thald alsoappoint
different representatives in relation to different tasks of the European Semiconductor
Board for example, depending on whi€thapterof this Regulation is discussed in the
meetings 6the European Semiconductor Boafthe Commissionmay establish sub
groupsandshould be entitled to establish working arrangements by inviting experts to
take part inthe meetings on an ad hoc basis or by inviting organisations representing
the interest®f the Union semiconductors industry, such as the Industrial Alliance on
Processors and Semiconductor Technologmeiss subgroups as observers.

The European Semiconductor Board will hold separate meetings for its tasks under
Chapter Il and for its tasks under Chapter Il and IV. Member States should endeavour
to ensure effective and efficient cooperation in the European Semiconductor Board.
The Coanmission should be able to facilitate exchanges between the European
Semiconductor Board and other Union bodies, offices, agencies and advisory groups.
In light of the importance of the supply of semiconductors for other sectors and the
resulting need focoordination, the Commission should ensure participation by other
Union institutions and bodies as observers in meetings of the European Semiconductor
Board where relevant and appropriate in relation to the monitoring and crisis response
mechanism estabhed under Chapter IMn order to cotinue and make use of the
work following the implementation of Commission Recommendation on a common
Union toolbox to address semiconductor shortagbe European Semiconductor
Board should carry out the tasks of ther@pean Semiconductor Expertdap.Once
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the European Semiconductor Board is operational, this expert group should cease to
exist.

(58) Member States hold a key role in the application and enforcement of this Regulation.
In this respect, each Member Stateould designate one or more national competent
authorities for the purpose of effective implementation of this Regulation and ensure
that those authorities are adequately empowered and resourced. Membecobtdtes
designate an existing authority or autities. In order to increase organisation
efficiency in the Member States and to set an official point of contactviss the
public and other counterparts at Member State and Union levels, including the
Commission and the European Semiconductor Boeath Member State should
designate, within one of the authorities it designated as competent authority under this
Regulation, one national single point of contact responsible for coordinating issues
related to this Regulation and crdssrder cooperation ith competent authorities of
other Member States.

(59) In order to ensure trustful and constructive cooperation of competent autharities
Union and national level, all parties involved in the application of this Regulation
should respect the confidenttsl of information and data obtained in carrying out
their tasks.The Commission and the national competent authorities, their officials,
servants and other persons working under the supervision of these authorities as well
as officials and civil servantsf other authorities of the Member States should not
disclose information acquired or exchanged by them pursuant to this Regulation and of
the kind covered by the obligation of professional secréhis should also applyo
the European Semiconductor Bdand theSemiconductoCommitteeestablished in
this Regulation Where appropriate, the Commission shoudd able toadopt
implementing acts to specify the practical arrangements for the treatment of
confidential information in the eaext of informatiorgathering.

(60) Compliance with the obligations imposed under this Regulation should be enforceable
by means of fines and periodic penalty payments. To that end, appropriate levels of
fines and periodic penalty payments should also be laid down fecargpliance with
the obligations Limitation periods should apply for the impositions of fines and
periodic penalty payments, in addition to limitation periods for the enforcement of
penalties.In addition, he Commission should give the concerned undertaking
representative organisations of undertakings the right to be heard.

(61) The power to adopt acts in accordance with Article 290 of the Treaty should be
delegated to the Commission in order to amend Annex | to this Regulation to reflect
technological cange and market developments, with regard to the actions set out
therein in a manner consistent with the objectives of this Regulation and to amend
Annex Il thereto with regard to the measurable indicators where considered to be
necessary as well as to glgment this Regulation with provisions on the
establishment of a monitoring and evaluation framewoiik.of particular importance
that the Commission caes out appropriate consultations during its preparatory work,
including at expert level, and thidiose consultations be conducted in accordance with
the principles laid down in the Interinstitutional Agreement of 13 April 2016 on Better
Law-Making®. In particular, to ensure equal participation in the preparation of
delegated acts, the European ParBat and the Council receive all documents at the

63 0JL123,12.5.2016, p. 1.
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(62)

(63)

same time as Member States’ experts, and
meetings of Commission expert groups dealing with the preparation of delegated acts.

In order to ensure uniform comidns for the implementation of this Regulation,
implementing powers should be conferred on the Commission as regards the selection
of ECICs and as regards thgrocedure for establishingnd defining the tasks of
competence centres artle procedure for sablishing the networkso that the
objectives of the Initiative are achieveéaurthermore, implementing powers should be
conferred on the Commissi@s regardsctivating the crisis stage in a semiconductor
crisis, to allow arapid and coordinated responsad for specifying the practical
arrangements for the treatment of confidential informatidrose powers should be
exercised in accordance with Regulation (EU) No 182/201lthe European
Parliament and of the Coulféiof the European Parliament and of the Council

Since the objective of this Regulation cannot be sufficiently achieved by the Member
States and can rather, by reason of the scale or effects of the action, be better achieved
at Union level, the Union maydapt measures in accordance with the principle of
subsidiarity as set out in Article & the Treaty.In accordance with the principle of
proportionality as set out in that Article, this Regulation does not go beyond what is
necessary in order to achieve that objective.

HAVE ADOPTED THIS REGULATION:

CHAPTER |

GENERAL PROVISIONS

Article 1
Subjectmatter

This Regulatiorestablishes a framework for strengthening the semiconductor sector
at Union level, in particular through the following measures:

(a) establishment ahe Chips for Europtnitiative ( t linitiative’ ) ;

(b) setting the criteria to recog® and to support firgtf-akind Integrated
Production Facilities and Open EU Foundries that foster the security of supply
of semiconductors in the Union;

(c) settingup a coordination mechanism between the Member States and the
Commission for monitoringhe supply of semiconductors and crisis response
to seniconductor shortages.

Article 2
Definitions

For the purposes of this Regulation, the following definitions shall apply:
(1) © s e mi ¢ o means one ofthé following:

64

Regulation (EU) No 182/2011 of the European Parliament and of the Council of 16 February 2011
laying down the rules and general principles concerning mechanisms for control by Member States of
the Commission’s exercise 0Z20lilmpplB)e menting powers
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(@) a material, eitherelemental such asSilicon, or compound such as
Silicon Carbide, whose electrical conductivity can be modibed

(b) a component consisting of a series of layers of semiconducting,
insulating and conducting materials defined according to a predetermined
pattern, and intended to perform we#éfined electronicor photonic
functionsor both

(2) ‘c h imeadns an electronic device comprising various functional elements on a
single piece of semiconductor material, typically taking the form of memory,
logic,processoandanaloged e vi ces, al satrgffatradd cti o c

2

B3 “technology node means the structure
element and providg a measure for manufacturing method in nanometres;

b

4 “semiconductor supply <chain means th
actors, technology, information, resources and services involved in the
production of semiconductors, includingaw materials, manufacturing
equipment, design, fabrication, asseynlésting and packaging;

b

B) “semiconductor value chain me an s t he
semiconductor product from its conception to its end use, includimg
materials, manufacturing equipmentiesearch,design, fabrication, testing,
asserbly and packaging to embedding and validation in end products;

6) “pilot line”’ me an s an experimental p
technology readiness leveiom levels 3 to &o further develop an enabling
infrastructure necessary to test, dentiate and calibrate a product or system
with the model assumptions;

(7) “coordinator’ means a | e ghkutopeannChipst y wh
Infrastructure Consortium created in accordance with Arficend has been
appointed by all the members thfat consortiunto be the principal point of
contact for the purpose of tkensortiums relations with the Commission;

b

B8 “small ansd zmddiemmer prises or ‘-S ME s
sized enterprises as defined in Article 2 of the Annex to Ciesiom
Recommendation 2003/361/EC

9 “‘middle capitalisc@ap’onmeanmsp amrny ¢ mtre r' pmri
SME and that employs a maximum b500persons, where the headcount of
staff is calculated in accordance with Articles 3 to 6 of the eknmo
Recommendation 2003/361/EC;

(10) ©* f iofrakti nd facility’ means an industrial
manufacturing, including fromend or backend, or both, that is not
substantively already present or committed to be built within thier) for
instance with regard to the technology nagsldystrate materiasuch as silicon
carbide and gallium nitrigeand other product innovation that can offer better
performanceprocessnnovationor energy and environmental performance;

2

b 3

(11) “negetner ati on chips and next gener a
means chips and semiconductor technologies that go beyond the state of the art

Commission Recommendation of 6 May 2003 concerning the definition of micro, small and medium
sized enterprises (OJ L 124, 20.5.2003, p. 36).
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in offering significant improvements in computing power or energy efficiency
as well as other significant eggrand environmental gains

(12) * f reomd” means the entire processing of

(13) © b aecnkd ’ me ans t he packaging, assembly
integrated circuit;

(14) “user of semiconductors’ s eprodusts il n u n ¢
which semiconductors are incorporated;

(15 “key market actor s’ Unorsemiconductordector thek i n g s
reliable functioning of which is essential for the semiconductor supply chain;

(16) “ critical s e ctreferred tanin theArmex af thg Commissioro r
proposal for a Directive of the European Parliament and of the Council on the
resilience of critical entitiesthe defencesectorand other activities that are
relevant for public safety and security

b

17) “crdnslisvant product means semiconduct
materialsrequired to produce semiconductors or intermediate products, that are
affected by the semiconductor crisis or of strategic importance to remedy the
semiconductor crisis or ecomic effects thereof;

(18) “production capability’ me an s t he po
manufacturing facility under optimal resources, typically the amount of wafers
of a certain size that can be processed in a given time;

(19) “production capacity’ means the outpu
facility, typically the amount of wafers of a certain size thatusually
processed in a given time

CHAPTER |l
CHIPS FOR EUROPE I NITIATIVE
SECTION 1

GENERAL PROVISIONS

Article 3
Establishment of thénitiative

Thelnitiative is established for the duration of the Multiannual Financial Framework
2021-2027.

The Initiative shall be supported by funding frothe Horizon Europe programme
andthe Digital Europe programme, and in paular Specific Objective 6thereof for

a maximum indicative amount oEUR 1.65 billion and EUR 1.65 billion
respectively This funding shall bemplemented in accordance wiegulation (EU)
No 2021/695and RegulatioiEU) No 2021/694
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Article 4
Objectives of thénitiative

The general objective of tHeitiative is to support largscaletechnologicatapacity
building and innovation throughout the Unionto enable development and
deployment of cuttingedge and nextgeneration semiconductor and quantum
technologies that will reinforce tHgnion advanced design, systems integration and
chips production capabilitieas well as contribute to the achievement of the twin
digital and green transition.

TheInitiative shdl have the following five operational objectives:

(@)

(b)

()
(d)

building up advanced largescale design capacities for integrated
semiconductor technologies. Thiperational objective shall be achieved
through:

(1) building up & innovativevirtual platform, avaéble across the Union,
integrating existing and new design facilities with extended libraries and
Electronic Design AutomatioriEQA) tools;

(2) upgrading the design capacity with ongoimgovative developments,
such as processor architectures basedthen opensource Reduced
InstructionSet ComputerArchitecture(RISGV);

(3) enlarging thesemiconductoecosystem by integrating the vertical market
sectors contributing to the green, digital and innovation agendas of the
Union.

enhancing existing and developing nadvancedilot lines. Thisoperational
objective shall be achieved through:

(1) strengthening technological capabilities in next generation chips
production technologies, bgtegrating research and innovation actesti
and preparing the development of future technology nodes, including
leadingedge nodes below two nanometres, Fully Depleted Silicon on
Insulator (FDSOI) at 10 nanometresind below and 3D heterogeneous
systems integration and advanced packaging;

(2) supportinglarge scale innovation througttcess to new or existing pilot
lines for experimentation, test, and validation of new design concepts
integrating key functionalities, such asvel materials and architectures
for power electronics fostering sustableenergy and electranobility,
lower energy consumption security, higher levels of computing
performance or integrating breakthrough technologies such as
neuromorphic and embedded artificial intelligence (Al) chips, integrated
photonics, graphene and other 2D material based technologies;

(3) providing supportto Integrated Production Facilities and Open EU
Foundries throughbriority access to the new pilot lines.

building advanced technology and engineering capacities for accelerating the
innovativedevelopment of quantum chips.

creating a network of ecopetence centres acrdbg Union in order to

(1) strengthen capacities and offer a wide range of expertise to the
stakeholders, including engser SMEs and staudps, facilitating access
to and effective use of the above capacities and facilities;
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(2) address the skills shortage, attractingd mobilsing new talent and
supporting the emergence of a suitably skilled workforce for
strengthening the semiconductor sectwrcluding via reskilling and
upskilling of workers

(e) undertaking activities, to bdescribed collectively aa ‘Chips Fund activities
to facilitate access tadebt financingand equity by stamips, scalaips and
SMEs andother companies in the semiconductor value ¢h#irough a
blending facility underthe InvestEU Fundind via the European Innovation
Council with a view to:

(1) improving the leverage effect of the Union budget spending and
achieving a higher multiplier effect in terms of attrag privatesector
financing.

(2) providing support to companies facing difficulties in accessing finance,
and addressing the need to undethaeconomic resiliencef the Union
and its Member States

(3) acceleratinginvestment in the field of semiconductor manufacturing
technologiesard chip design and to leveragirignding from both the
public and the private sectors, while increasing the security of supply for
the whole semiconductor value chain.

Article 5
Components of thiaitiative

TheInitiative shall have the following five components:
(a) designcapacities for integrated semiconductor technologies;

(b) pilot lines forpreparing innovativeroduction, and testing and experimentation
facilities;

(c) advancedechnology an@ngineeringcapacitiefor quantum chips;

(d) anetwork of competence centres and skills development;

(e) ‘Chips Fund activities for access talebt financing and equity tetartups,
scaleups SMEsandother companies in the semiconductor value chain

Article 6
Synergies witltunion programmes

Thelnitiative shall enable synergies with Union programmes, as referred to in Annex
lll. The Commission shall ensure that the achievement of the objectives is not
hampered when leveraging the complementary character tfitia¢ive with Union
programmes.

Article 7
European Chips Infrastructure Consortium

For the purpose of implementing eligible actions and other related tasks funded
under thelnitiativea Eur opean Chips Infrastructure
established undéhe conditions set out in this Article.
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The ECIC shall

(@) have legal personality from the date of entry into force of the Commission
decision referred to in paragraph 6;

(b) have one or more statutory seats, which shall be located on the territorg of
or more Member States;

(c) consist of at least three legal entities from at |dastetMember States and be
operated as a publprivate sector consortium with the participation of the
Member States, and private legal entities;

(d) appoint the coordmtor.

The coordinator shall submit an application to the Commissianiting which shall
contain the following:

(&) a request to the Commission to set up the ECIC, including a list of the
proposed legal entities that are forming BCICconsortium;

(b) the draft Statutes of the ECIC that shall include at least the provisions on: the
procedure for settingp, membership, budget, legal seat, applicable law and
jurisdiction, ownership of the results, governance, including decision making
procedure and sgific role and if applicable voting rights of Member States
andthe Commission, windingip, reporting and liability.

The Commission shall review the application to set up the ECIC on the basis of all of
the following criteria:

(@) the appropriate comgences, knowhow and capabilities of the proposed ECIC
and of the legal entities formingon the semiconductors;

(b) the appropriate management capacity, staff and infrastructure necessary to
carry out the eligible actions under tngiative;

(c) the @erational and legal means to apply the administrative, contractual and
financial management rules laid down at Union level,

(d) the appropriate financial viability corresponding to the level of Union funds it
will be called upon to manage and demonstrated, where appropriate, through
guaranteesssued preferably by a public authority;

(e) the budget that would be made availableMymber States and private sector
participants for the financing of the EClénd related modalities

(H the appropriate ability of the ECIC to ensure coverage of the needs of industry.

The Commission by means of an implementing act and based ontdra @et out
in paragraph 4, shall adopt one of the following decisions:

(a) setting up the ECIC after it has concluded that the requirements laid down in
paragraphs 3 and 4 are met;

(b) rejecting the application if it concludes that the requirements daign in
paragraphs 3 and 4 are not met.

The implementing act shall be adopted in accordance with the examinaiieal yre
referred to in Article33(2).

The decision referred to in paragraph 5 shall be notifiedeg@pplicants.
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The decision settgn up the ECIC shall be published in the Official Journal of the
European Union.

The ECIC shall have substantial overall autonomy to lay down its membership,
governancefunding, budget and the modalities by which the respective financial
contributions fom the members are called upwenting rights and working methods.
However, the organisation, composition and workimgthods of the ECIC,
including any amendments to the Statutes, shall be in accordance with and contribute
to the aims and objectives ¢fi$ Regulation and the Chips for Eurdpéiative and

shall be notified to the Commission.

The EQC shall produce an annual activity report, containing a technical description
of its activities and financial statement. The annual activity report dball
transmitted to the Commission and made publicly available. The Commission may
provide recommendations regarding the matters coverdnd annual activity report.

Article 8
European network of competence centres in semiconductors

For the purpose afplementing actions under thatiative’ s ¢ o mrpfernecctm
in Article 5, point (d) a European network of competence centres in semiconductors
(t he ° mmaybe estaldished.

With respect to the implementation of actions under Ithigative’s canponent
referred to in Article 5 point (d) the network may perform all or some of the
following activities to the benefit of the Union industry, in particular SMEs and mid
caps, as well as the public sector:

(@) providing access to design serviced aesign tools under thhnitiative’ s
component referred to in Article, 5oint (a), as well as to the pilot lines
supported under tHaitiative’ s mpomwent referred to in Article, point (b);

(b) raising awareness and providing the necessary knowhgwertese and skills
to the stakeholders for helping them accelerate the development and integration
of new semiconductor technologies, design options and system concepts by
using effectively the infrastructure;

(c) raising awareness and providing or ensgiidccess to expertise, knowhow and
services, including system design readiness, new and existing pilot lines and
supporting actions necessary to build skills and competences capacities
supported by thignitiative;

(d) facilitating the transfer of experésand knowhow between Member States and
regionsencouraging exchanges of skillnowledgeand good practicesand
encouraging joint programmes

(e) developing and managing specific training actions on semiconductor
technologies to support the developmeinthe talent pool in the Union.

Member States shatflesignatecandidatecompetence centres accordance with its
national procedures, administrative and institutional structures through an open and
competitive process’he Commission shall, by mean$ immplementingacts,setthe
procedure for establishing competence centresluding selection criteriaand
further tasks and functions of the centres with respect to the implementation of the
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actions under th Initiative, the procedure for establishing the netwak well to
adopt decisions on the selection of entif@sning the networkThoseimplementing

acts shall be adopted in accordance with the examination procedure referred to in
Article 33(2).

The network shdl have substantial overall autonomy to lay doiaorganisation,
composition and working methods. However, the organisation, composition and
working methods of the network shall be in accordance with and contribute to the
aims and objectives of this Regtibn and thénitiative.

Article 9
Implementation

The components listed in poin{g) to (d) of Article 5 under thelnitiative may be
entrusted tdhe Chips Joint Undertakingeferred to in Council Regulation XX/XX
amending Council Regulation (EU2021/2085and implemented in the work
programmeof the Chips Joint Undertaking.

In order to reflect technological change and market developments, the Commission is
empowered to adopt delegated acts in accordance with A3fdi@ amend Annex |

with recard to the activities set out therein in a manner consistent with the objectives
of thelnitiative, as set out in Article 4.

In order to ensure effective implementation and evaluation of the Initiative, the
Commission is empowered to adopt delegatets in accordance with Article23o
amend Annex Il with regard to the measurable indicators to monitor the
implementation and to report on the Initiative towards the achievement of its
objectives as set out in Article 4.

CHAPTER I

SECURITY OF SUPPLY

Article 10
Integrated Production Facilities

Integrated Production Facilities are fiusta-kind semiconductordesign and
manufacturing facilitiesincluding frontend or baclend,or both,in the Union that
contribute to the security of supply for timernal market.

An Integrated Production Facilighall meethe following criteria:
(a) it qualifies as a firsof-a-kind facility;

(b) its establishment and operatibave a clearpositiveimpacton t he Uni on
semiconductor value chain with regard to ensuring the security of sapgly
increasing qualified workforge

(c) it guaranteesnot to be subject to the extraterritorial application of public
service obligationsof third countriesin a way hat may underminethe
un d e r t abikty ta goprhpdywith the obligations set out iArticle 21(1) and
commits to inform the Commission when such obligation grises

(d) it commitsto invest in the next generation of chips
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For the purpose of investing in the next generatiochgdsaccording to paragraph 2,
point (d), the Integrated Production Facility shall have priority access to the pilot
lines set upn accordance witkrticle 5, point (b). Any such priority accesbal be
without prejudice to effective access to the pilot lines by other interested
undertakings.

Article 11
Open EU Foundries

Open EU Foundries are firsf-a-kind semiconductor frore¢nd or backend or both
manufacturing facilities in the Union that offer production capacity to unrelated
undertakings and thereby contribute to the security of supply for the internal market.

An Open EU Foundrghall meethe following criteria:
(8 it qualifies & a firstof-a-kind facility;

(b) its establishment and operatibave a clearpositiveimpacton t he Uni on
semiconductor value chain with regard to ensuring the security of sapgly
increasing qualified workfor¢eaking into account in particular the extent to
which it offers front-end or backend or both production capacity to
undertakings not related to the facilitfythere is sufficient demand

(c) it guarantees not to be subject to the extraterritorial application of public
service obligationsof third countriesin a way that may undermine the
unde r tabiktyta goprhpdy with the obligations set out in Arti@é(1) and
commits to inform the Commission when such obligation agrises

(d) it commitsto invest in the next generation of chips.

Where an Open EU Foundry offers production capacity to undertakings not related to
the operator of the facility, it shall establish and maintain adequate and effective
functional separatiorof the design and manufacturing processes in dalensure
theprotection of information gaineat each stage

For the purpose of investing in the next generatiochgdsaccording to paragraph 2,
point (d), the Open EU Foundry shall have priority access to the pilot lines set up
accordance withArticle 5, point (b). Any such priority acceshall be without
prejudice to effective access to the pilot lines by other interested undertakings.

Article 12
Application andrecognition

Any undertaking or any ¢ ons onaytsubmimano f un
application to the Commission to Trecogn.i
Integrated Production Facility or Open EU Foundry.

The Commissiorshall, in consultation with theEuropean Semiconductddoard
assasthe applicationthrough a fair and transparent process basethe following
elements

(@) compliance with the criteria set out in ArticlB)(2) or in Article 11(2)
respectively;

(b) a business plan evaluating the financial viability of the prpjeatiuding
information on any planned public support
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(c) provenexperience of the applicant in installing and operating similar facilities;

(d) provision of an appropriate supporting document proving¢adinesof the
Member Stateor Member Statesvhere the applicant intends to establish its
facility to facilitatethe setup of sucha facility.

The Commission shalprocess the application aratlopt its decisionn a timely
mannerandnotify the applicanthereof

The Commissionshall monitor the activities of the Integrated Production Facilities
and the Open EU Foundries. Where @@mmissionfinds thata facility no longer
fulfils the criteria set out in Articled0(2) orin Article 11(2) respectively, it shall
notify the findngs to theEuropean Semiconductor Boardfter consulting the
European Semiconductor Boaadd after hearing the facilitythe Commission may
repeal the decision granting a facility the status of Integrated Production Facility or
OpenEU Foundry.

The Commission may, after consulting the European Semiconductor Beped)a
decision recognisinghe status of an Integrated Production Facility or an Open EU
Foundry if the recognition was based @m application containingncorrect
information.

Facilities which are no longer Integrated Production Facilities and Open EU
Foundries shall lose all rights linked to the recognition of this status arising from this
Regulation.

Article 13
Publicinterest and publisupport

Integrated Production Faciis and Open EU Foundries shall be considered to
contribute to the security of supply of semiconductors in the Union and therefore to
be in the public interest.

In order to reach security of supply in the Union, Member States may, without
prejudice toArticles 107 and 108 of thEreaty apply support schemes and provide
for administrative suppoto Integrated Production Facilities and Open EU Foundries
in accordancevith Article 14.

Article 14
National fasttracking of permit granting procedures

Member States shall ensuteat administrative applications related to the planning,
construction and operation of Integrated Production Facilities and Open EU
Foundriesare processed in an efficient and timely manierthat end, all national
authoritiesconcerned shall ensure that the most rapid treatment legally possible is
given to these applications.

Where such status exists in national law, Integrated Production Facilities and Open
EU Foundries shall be allocated the status of the highest natggraficance
possible and be treated as such in permit granting processes, including those relating
to environmental assessments and if national law so provides, in spatial planning.

The security of supply of semiconductonaybe considered an impenag reason of
overridingpublic interest within the meaning of Article 6(4) and Artidé(1)(c) of

Directive 92/43/EEC and adverridingpublic interest within the meaning of Article
4(7) of Directive 2000/60Therefore the planning, constructionand operation of
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Integrated Production Facilities and Open EU Foundnes/ be considered of
overriding public interest, provided that the remaining other conditions set out in
these provisiogare fulfilled.

For each Integrated Production Facility adgen EU Foundry, the Member State
concerned shall nominate an authority responsible for facilitating and coordinating
administrative applications related to planning, construction and operdatlon
authority shallppointa coordinator whahallserve ashe single point of contact for

the Integrated Production Facility or Open EU Foundry. The authority may establish
a working group where all authorities involved in the administrative applications are
represented in order to draw up a permit granting dddeeand to monitor and
coordinate its implementation. If the setting up of an Integrated Production Facility
or an Open EU Foundry requires decisions to be taken in two or more Member
States, the respective authorities shall take all necessary stepfidienteand
effective cooperation and coordination among themselves.

CHAPTER IV
M ONITORING AND CRISIS RESPONSE

SECTION 1
M ONITORING

Article 15
Monitoring andalerting

Member States shall carry out regular monitoring of the semiconductor value chain.
In particular, they shall

(@) monitor early warning indicatoidentified pursuant to Articlel6;

(b) monitor the availability and integrity of the services and gqodsided bythe
key market actorglentified pursuant to Articlel7.

Member States shatirovide relevant findings to the European Semiconductor Board
in the form of regular updates.

Member Stateshall invite the main users of semiconductors and other relevant
stakeholderso provide information regardingignificant fluctuationsn demai and
known disruptions of their supply chaifo facilitate the exchange of information,
Member Stateshall provide for a mechanism and administrativeupefor these
updates.

National competent authoritiedesignated pursuant to Articl26(1) may request
information from representative organisations of undertakings or individual
undertakings operating along the semiconductor supply ohlaéme necessary and
proportionatefor the purpose of paragraphNational competent authorities in such
case will pay particular attention to SMEs to minimise administrative burden
resulting from the request and will privilege digital solutions for obtaining such
information. Any information obtained pursuant this paragraph shall be treated in
compliance wth the confidentiality obligations set outAmticle 27.
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Where a Member State becomes aware of a potential semiconductor crisis, a
significant fluctuationin demand or has concrete and reliable information of any
other risk factor or event materialiginit shall immediately alert the Commission
(‘“early warning’).

Where the Commission becomes aware of a potential semiconductor arisis
significant fluctuationin demand or has concrete and reliable information of any
other risk factor or evemhaterialisingpased on an alert by a Member Statevided

in accordance witparagraph 4, or through other sources, including information from
international partners, ghall withoutundue delay

(&) convene an extraordinary meeting of the Europ®amiconductor Board to
coordinate the following actions:

(1) assessingvhether the activation of the crisis stage referred to in Article
18is warranted

(2) discussingwhether itmay beappropriate, necessary and proportionate
for Member States tqointly purchasesemiconductors, intermediate
products or raw materials affected or at threat of being affected by a
potential semiconductor ;crisis (°“coo

(b) enter into consultations or cooperation, on behalf of the Union, with relevant
third countries with a view to seeking cooperative solutions to address supply
chain disruptions, in compliance with international obligations. This may
involve, where appropriate, coordination in relevant international fora.

The coordinated procurememferred to in paragradh point (3(ii), shall be carried
out by Member States in accordance with the rules set d\rtiole 38 of Directive
2014/24/EUof the European Parliament and of the Codhcil

National competent authoritiedesignated pursué to Article 26(1) shall map
undertakings operating along the semiconductor supply chain in their national
territory, including norconfidential infomation on the services or gogdsnd
contact information. Theshall notify this list and any subsequent update to the
Commission. The Commission may issue guidamfter consulting the European
Semiconductor Boardp further specify the information to lgatheredand define

the technical specifications and formats

Article 16
Unionrisk assessment ansarly warning indicators

The Commissiorshall after consulting the European Semiconductor Board, assess
risks that may disrupt, compromise or negatively affect the supply of semiconductors
(Union risk assessmenth theUnionrisk assessmenthe Commissioshall identify

early warning indicators.

The Commission shall review the Union risk assessment including the early warning
indicators as necessary.

When monitoring the semiconductor value chain pursuant to Artd&eMember
States shall monitor the early warning indicatislentified by the Commission.

Directive 2014/24/EU of the European Parliament and of the Council of 26 February 2014lion pub
procurement and repealing Directive 2004/18/EC (OJ L 94, 28.3.2014, p. 65).
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Article 17
Key market actors

Member States shaltlentify key market actoralong the semiconductasupply
chains in their national territoryaking into account the following elements:

(@) the number of othetJnion undertakings relying on the service or good
provided bya market actor;

(b) theUnionor global market share of the key market actor imtlagket for such
services or goods;

(c) the importance o market actor in maintaining a sufficient level of supphaof
service or goodh the Union taking into account the availability of alternative
means for the provision of that service or good;

(d) the impact a disruption of supply thfe service or googbrovided by the market
actormay have on the Union’ s semiconduct
markets

When monitoring the semiconductor value chain pursuant to Arti&eMember

States shall, dter consulting the European Semiconductor Boarshnitor the

availability and integrity of the services or goods whibbsekey market actors
provide.

SECTION 2
SEMICONDUCTOR SUPPLY CRISIS STAGE

Article 18
Activation of thecrisis stage

A semiconduair crisis shall be considered t@mccur wh@& there areserious
disruptions in the supply of semiconducttaading tosignificantshortageswhich:

(@) entail significant delays osignificant negative effecs on one or more
importanteconomic sectons the Union or

(b) preventthe supply, repair andmaintenance ofessentialproductsused by
critical sectors

Where an assessment of the Commission provides concrete, serious, and reliable
evidence of a semiconductor crigise Commission may activate the crisis stage by
means of implementing acts in accordance with Art83€2). The duration of the
activation shall be specified in the implementing act. Where, in view of the scope
and gravity of the semiconductor crisis, yjstified imperative grounds of urgency

SO require, the procedure provided for in ArtiBI&3) shall apply to implementing

acts adopted pursuant to this Article.

Before the expiry of the duration for which the crisis stage was activated, the
Commisson shall, after consulting the European Semiconductor Board, assess
whether the activation of the crisis stage should be prolonged. Where the assessment
concludes that a prolongation is appropriate, the Commission may prolong the
activation by means of inmenting acts. The duration of the prolongation shall be
specified in the implementing acts adopted in accordance with ABB(®. The
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Commission may repeatedly decide to prolong the activation of the crisis stage
where this is appropriate.

During the crisis stage, the Commission shgshn requesfrom a Member State or

on its own initiative, convene extraordinary meetings of the European Semiconductor
Board as necessary. Member States shall work closely with the Commission and
coordinate ay national measures taken with regard to the semiconductor supply

chainwithin the European Semiconductor Board.

Upon expiry of the duration for which the crisis stage is activated, the measures
taken in accordance with Article0, 21 and 22 shall ceae to apply. The
Commission shall review the Union risk assessment pursuant to At6(2¢ no

later than six months after tepiry of the duratiomf the crisis stage.

Article 19
Emergency toolbox

Where the crisis stage is activated and where appropriate in order to address the
semiconductor crisig1 the Union,the Commission shatbke the measure provided

for in Article 20 under the conditions laid down thereln addition, the Commission

may tke the measures provided for in Arti@é or Article 22, or both, under the
conditions laid down therein.

The Commission may, after consulting the European Semiconductor Board, limit the
measures provided fam Articles21 and22to certain critical sctors the operation of
which is disturbed or under threat of disturbance on account of the semiconductor
crisis.

Where the crisis stage is activated and where appropriate in order to address the
semiconductor crisis in the Union, tReropean Semicondtor Board may:

(&) assess the impact tfe possiblemposition of protective measures, including
in particularwhether the market situation corresponds sigaificantshortage
of an essential product pursuant to Regulation 2015&7® provide an
opinion to the Commission;

(b) assess and advise on further appropriate and effective emergency measures.

The use of the measuresferred to in paragraph &hall be proportionate and
restricted to what is necessary for addressing sed@ruptions ofvital societal
functions or economic activities in thénion and must be in the basterest of the
Union. The use of theemeasureshall avoid placing disproportionate administrative
burden orSMEs

The Commission shall regularly orim the European Parliament and the Council of
any measures takan accordance with paragraphabd explain the reasons of its
decision.

The Commission mayafter consuling the European Semiconductor Boaissue
guidance on the implementation and tise of the emergency measures.
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Article 20
Information gathering

The Commission shall, after consulting the European Semiconductor Board, request
representative organisations of undertakingsf orecessaryindividual undertakings
operating along theemiconductor supply chain to inform the Commission about
their production capabilities, production capacities, current primary disruptions and
provide other existing data necessary to assess the nature of the semiconductor crisis
or to identify and asseg®tential mitigation or emergency measures at national or
Union level.

The request for information shall state its legal basis, be proportionate in terms of the
granularity and volume of the data and frequency of access to the data requested,
have reged for the legitimate aims of thandertakingand the cost and effort
required to make the data available, and set out the time limit within which the
information is to be providedt shall also indicate the palties provided for in
Article 28.

The owners of the undertakings or their representatives and, in the case of legal
persons, companies or firms, or associations having no legal personality, the persons
authorised to represent them by law or by their constitution shall supply the
information reqested on behalf of the undertaking or the association of undertakings
concerned. Lawyers duly authorised to act may supply the information on behalf of
their clients. The latter shall remain fully responsible if the information supplied is
incomplete, incoect or misleading.

Should an undertaking supply incorrect, incomplete or misleading information in
response to a request made pursuant to this Article, or not supply the information
within the prescribed time limiit shall be subject to fineset in accordance with
Article 28.

Should an undertakingestablished in the Uniore subject to arequest for
information related to its semiconductor activitiém a third country, it shall
inform the Commissionn such a manner as to enable the Cdgsion to request
similar information The Commission shall inform the European Semiconductor
Board of the existence of sucequest from a third country.

Article 21
Priority rated orders

Wherenecessary and proportionate to ensureojmeration ofall or certaincritical
sectors the Commissiomnmay oblige Integrated Production éilities and Open EU
Foundrieso accept angbrioritise anorderof crisisrelevant producté * pr i or i t y
o r d .eThe'obligation shall take precedence over aeyformanceobligation under
private or public law

The obligation under paragraph 1 can also be imposed to other semiconductor
undertaking which have accepted such possibility in the context of receiving public
support

When a semiconductor undertakiegtablished in the Union is subject to a third
country priority rated order measure, it shall inform the Commission. Should that
obligation significantly impact the operatioof certain critical sectors,hé
Commission may oblige that undertaking to accapd prioritise orders of crisis
relevant products in line with paragraph 4, 5 and 6.
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The obligatios under paragraph, 2 and 3shallbe enacted by the Commission via
decision The decision shall be taken in accordance with all applicable Union legal
obligations, having regard to the circumstances of the case, including the principles
of necessity and proportionalityhe decisiorshallin particularhave regard for the
legitimate aims of thendertakingconcernedand the cost and effort requiréat any
change inproduction sequencén its decision, the Commission shall state the legal
basis of the priority rated order, fix the tirhmnit within which the order is to be
performed, and, where applicablkpecify the product and quantitgnd statethe
penalties provided for in Articl8 for noncompliance with the obligatioriThe
priority rated order shall be placed at fair and reasonable price

The undertakingconcernedshall beobliged to accepand prioritise a priority rated
order The undertakingmay request the Commissioto review the priority rated
order wherat considers it to beuly justifiedbasedon one of the following grounds:

() if the undertakingis unable to perform the priority rated order on account of
insufficient prodiction capability or production capacity, even under
preferential treatment of the orgler

(b) if acceptance of the orderould place an unreasonable economic burden and
entail particular hardship for thendertaking

Where a undertakings obliged toaccept and prioritisa priority rated ordeit shall

not be liable fomnybreach of contractual obligatiotisat isrequiredto comply with

the priority rated ordersThe liability shall be excluded onlyo the extent the
violation of contractual obligations was necessary for compliance with the mandated
prioritisation.

Article 22
Common purchasing

The Commssion may, upon the requesttefo or moreMember States, establish a
mandate to act as a cemtparchasing body on behalf ¢iie participatingiember
Stated ‘“partici pat i fogtheMpubliod pracurethentof crisigleyant
products for certain critical sectors

The Commission shall, in consultation with the European Semiconductor Board,
assess the utility, necessity and proportionality of the regquédtere the
Commission intends not to follow the request, it shall inform the Member States
concernednd the Europan Semiconductor Board agve reasondor its refusal

The Commission shatlraw up a proposal for a framework agreement to be signed
by the participating Member States. This framework agreement shall organise in
detail the common purchasing refertedn paragraph 1.

Procurement under this Regulation shall be carried out by the Commission in
accordance with the rules set out the Financial Regulatiorfor its own
procurementThe Commission may have the ability and responsibility, on behalf of
al participatingMember States, to enter inttontractswith economic operators,
including individual producers of crisrelevant products, concerning the purchase
of such products or concerning the advance financing of the production or the
development bsuch products in exchange fopaority right to the result.
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Wherethe procurement otrisisrelevant productsicludes financing fronthe Union
budget specific conditions may be set out in specific agreements with economic
operators.

The Commission shall carry out the procurement procedures and conclude the
contractswith economic operators on behalf of the participating Member States. The
Commission shall inviteéhe participatingMember States tappointrepresentatives

to take partm the preparation ahe procurement procedures. The deployment and
use of the purchased products shall remain the responsibility gfatttieipating
Member States.

CHAPTER V
GOVERNANCE

SECTION 1
EUROPEAN SEMICONDUCTOR BOARD

Article 23
Establishmenandtasksof the European Semiconductor Board

The European Semiconductor Board is established.

The European Semiconductor Board shall provige Commission wittadvice and
assistance pursuant to this Regulation and, in pdatidy:

(&) providing advice on thénitiative to the Public Authorities Board of the Chips
Joint Undertaking

(b) exchanghg information on the functioning of the Integrated Production
Facilities and Open EU Foundries;

(c) discussg and prepang the identification of spedif sectors and technologies
with potential high social impact and respective security significance in need of
cettification for trusted products

(d) addresmg monitoringand crisis responsssues;

(e) providing advice regarding the consistent applicatio of this Regulation,
facilitate cooperation among Member States and exchahgdgormation on
issues relating to this Regulation.

The European Semiconductor Board shall support the Commission in international
cooperation, including informatiogathering and crisis assessment, in line with
international obligations.

The European Semiconductor Board shall ensure coordination, cooperation and
information exchangeyhere appropriatewith the relevant crisis response and crisis
preparedness strures established under Union law.

Article 24
Structure of the European Semiconductor Board

The European Semiconductddoard shall be composedaf representative of the
Member Stateand shall be chaired layrepresentative die Commission
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Eachnational single point of antact, referred to in Articl6(3), shallappointa
high-level representativeo the European Semiconduct@oard. Where relevant as
regards the function and expertise, a Member State may have more than one
representativen relation to different tasks of th&uropean Semiconduct@oard.

Each member of thEuropean SemiconductBoard shall have an alternate

On a proposal by and in agreement with the Commission, BEbhmpean
Semiconductor Board shall adopt its rules of procedure fiynple majority of its
members.

The Commissiomrmay establish standing or temporary -gmbupsfor the purpose of
examining specific questionsNhere appropriate, th&€ommission may irvite
organisations representing the interests of the semiconductor industry, inc¢heling
Industrial Alliance on Processors and Semiconductor Technologiesisard of
semiconductors at Union level, to such gmbups in the capacity of observess.
subgroup including Union Research andTechnology Organisations shall be
established for the purpose of examining specific aspects on strategic technology
directions and repartg on this to the European Semiconductor Board.

Article 25
Operation of the EuropeaSemiconductor Board

The European Semiconductor Board shall hold ordinary meetings at least once a
year. It may hold extraordinary meetings at the request of the Commission or a
Member State and as referred to in ArtitleandArticle 18.

The European Semiconductor Board shall hold separate meetings for its tasks
referred to in Article23(2), point (a) and for its tasks referred to in ArticE3(2),
points (b), (c) and (d).

The (hair shall convene the meetings and prepare the ageratzandance with the
tasks of the European Semiconductor Board pursuant to this Regulation and with its
rules of procedure. The Commission shall provide administrative and analytical
support for the activities of the European Semiconductor Board pursuAntidie

23.

The Commissionmay appointobservers to take part the meetings, as appropriate.

The Commissionmay invite experts with specific expertisacluding from relevant
stakeholder organisationsjth respect to a subject matter on the agendake part

in the meetings of the European Semiconductor Board on an ad hoc basis. The
Commission may facilitate exchanges between the European Semiconductor Board
and other Union bodies, offices, agencies and advisory grdiges.Commission

shall invite a representative from the European Parliament as an observer to the
European Semiconductor Boarthe Commission shall ensure the participation of
relevant other Union institutions and bodies as observers to the European
Semiconductor Board with respeotrheetingsoncerningChapterVV on monitoring

and crisis responsédbservers and experts shall not have voting rights and shall not
participate in the formulation of opinions, recommendations or advice of the
European Semiconductor Board andsiig-groups.

The European Semiconductor Board shall take the necessary measures to ensure the
safe handling and processing of confidential information.
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SECTION 2
NATIONAL COMPETENT AUTHORITIES

Article 26
Designation of national competent authoritiesiaingle points of contact

Each Member State shall designate one or more national competent authorities for
the purpose of ensuring the application and implementation of this Regulation at
national level.

Where Member States designates more thannatienal competent authority, they
shall clearly set out the respective responsibilities of the authorities concerned and
ensure that they cooperate effectively and efficiently to fulfil their tasks under this
Regulation, including with regard to the dewmgon and activities of the national
single point of contact referred to in paragraph 3.

Each Member State shall designate one national single point of contact to exercise a
liaison function to ensure crof®rder cooperation withnational competent
auhorities of other Member States, with the Commission and with the European
Semiconductor Board WheaeianVermber Siate designataes f
only one competent authority, that competent authority shall also be the single point
of contatc.

Each Member State shall notify the Commission of the designation of the national
competent authority and, where applicable, the reasons for designating more than one
national competerduthority, and the national single point of contact, including their
precise tasks and responsibilities under this Regulation, their contact information and
any subsequent changes thereto.

Member States shall ensure that national competent authorities, including the single
point of contact designated, exercise their pgwepartially, transparently and in a
timely mannelandthat they are provided with the powers and the adequate technical,
financial and human resources to fulfil their tasks under this Regulation.

Member States shall ensure that national competenhoutigs, whenever
appropriate, and in accordance with Union and national law, consult and cooperate
with other relevant national authorities, as well as with relevant interested parties.
The Commission shall facilitate the exchange of experience betwagonal
competent authorities.
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CHAPTER VI

CONFIDENTIALITY AND PENALTIES

Article 27
Treatment of confidential information

The Commission and theational competerdauthorities, their officials, servants and
other persons working under the supervision of these authorities as well as officials
and civil servants of other authorities of the Member States shall not disclose
information acquired or exchanged by them panguto this Regulation and of the
kind covered by the obligation of professional secreflyey shall respect the
confidentiality of information and data obtained in carrying out their taskls an
activities in such a manner as to protect in particular edelbl property rights and
sensitive business information or trade secrétss obligationshall apply to all
representatives of Member States, observers, experts and other participants attending
meetings of the European Semiconductor Board pursuant to ARlend the
members of the Committee pursuant to Artic3éL3.

The Commission and Member Sttmay exchange, where necessary, confidential
information with competent authorities of third countries with which they have
agreed onbilateral or multilateral confidentiality arrangemertits provide an
adequate level of confidentiality.

The Commissionmay adopt implementingct, as necessaryollowing experience
gained in information gatheringo specify the practical arrangementer the
treatment of confidential informatiom the context of exchange of information
pursuanto this Regulation. Thosenplementing acts shall be adopted in accordance
with theexaminatiorprocedure referred to in Articlg8(2).

Article 28
Penalties andifies

The Commission may, by decision, where deemed necemsamyroportionate

(@) impose fines, wherea representative organisations of undertakingsaor
undertaking, intentionally or through gross negligensapplies incorrect,
incomplete or misleading information in response to a request made pursuant
to Article 20, or does not sup the information within the prescribed time
limit;

(b) impose fines, where an undertaking, intentionally or through gross negligence,
does not comply with the obligation to inform the Commission of a third
country obligation pursuant to Article 20(5) afAdicle 21(3);

(c) impose periodic penalty payments, where an undertaking, intentionally or
through gross negligencdpes not comply with an obligation to prioritise the
production of crisigelevant products pursuant to Artidé.

Fines imposed irhie cases referred to in paragraplajand (b)shall not excee@800
000EUR.
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Periodic penalty payments imposed in the cases referred to in paragi@pshall

not exceedl.5 % of the average daily turnover in the preceding business year for
each working day ohoncompliancewith the obligation pursuant to Articl2l
calculated from the datstablished in the decision.

In fixing the amount of the fine or periodic penaftgyment, regard shall be had to
the nature gravity and duration of the infringement, taking due account of the
principles of proportionality and appropriateness.

Where the undertaking has satisfied the obligation which the periodic penalty
payment wasntended to enforce, the Commission may fix the definitive amount of
the periodic penalty payment at a figure lower than that which would arise under the
original decision.

The Court of Justice of the European Union shall have unlimited jurisdiction to

review decisions whereby the Commission has fixed a fine or a periodic penalty
payment. It may cancel, reduce or increase the fine or periodic penalty payment
imposed.

Article 29
Limitation period for the imposition of fines and periodic penalty payments

The powers conferred on the Commission by Artig&shall be subject to the
following limitation periods

(&) two yearsin the case of infringements of provisions concerning requests of
information pursuant to Articl20;

(b) two years in the case omfringements of provisions concerning information
obligation pursuant to Article 20(5) aidticle 21(3);

(c) three yearsn the case infringements of provisions concerning the obligation to
prioritise the production of crisiselevantproducts pursuant tarticle 21.

The time shall begin to run on the day on which the infringement is committed.
However, in case of continuous or repeated infringements, time shall begin to run on
the day on which the infringement ceases.

Any action taken by the Commies or the competent authorities of the Member
States for the purposes of ensuring compliance with the provisions of this Regulation
shall interrupt the limitation period.

The interruption of the limitation period shall apply for all the parties whiethald
responsible for the participation in the infringement.

Each interruption shall start the time running afresh. However, the limitation period
shall expire at the latest on the day in which a period equal to twice the limitation
period has elapsedithout the Commission having imposed a fine or a periodic
penalty payment. That period shall be extended by the time during which the
limitation period is suspended because the decision of the Commission is the subject
of proceedings pending before theutt of Justice of the European Union.
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Article 30
Limitation period for the enforcement of penalties

The power of the Commission to enforce decisionsitgkesuant to Articl28 shall
be sulpect to a limitation period of three years

Time shallbegin to run on the day on which the decision becomes final.

The limitation period for the enforcement fafies and periodipenaltiespayments
shall be interrupted:

(&) by notification of a decision varying the original amount of the fine or periodic
penalty payment or refusing an application for variation;

(b) by any action of the Commission or of a Member State, acting at the request of
the Commission, designed to enforce payment of the fine or periodic penalty
payment.

Each interruption shall statime running afresh.

The limitation period for the enforcement fifies and periodic penalty payments
shall be suspended for so long as:

(&) time to pay is allowed;

(b) enforcement of payment is suspended pursuant to a decision of the Court of
Justice

Article 31
Right to be heardbr the imposition of fines or periodic penalty payments

Before adopting a decision pursuant 28 the Commission shall give the
undertaking or representative organisations of undertakingsncerned the
opportunity of beag heard on:

(@ preliminary findings of the Commission, including any matter to which the
Commission has taken objections;

(b) measures that the Commission may intend to take in view of the preliminary
findings pursuant to poirfa) of this paragraph.

Undertakings andrepresentative organisations of undertakirgsicerned may
submit their observations to the Commis s
limit which shall be fixed by the Commission in its preliminary findings and which

may not be lesthan 14 days.

The Commission shall base its deamsianly on objections on whialmdertakings
and representative organisationsf undertakings concerned have been able to
comment.

The rights of defence of the undertaking m@presentative organisatis of
undertakingsoncerned shall be fully respected in any proceedings. The undertaking
or representative organisations of undertakingacerned shall be entitled to have
access to the Commission's file under the terms of a negotiated disclosurg, teubje

the legitimate interest of undertakings in the protection of their business secrets. The
right of access to the file shall not extend to confidential information and internal
documents of the Commission or the authorities of the Member Statestitnlpar

the right of access shall not extend to correspondence between the Commission and
the authorities of the Member States. Nothing in this paragraph shall prevent the
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Commission from disclosing and using information necessary to prove an
infringement

CHAPTER VII

DELEGATION OF POWER AND COMMITTEE PROCEDURE

Article 32
Exercise of the delegation

The power to adopt delegated acts is conferred on the Commission subject to the
conditions laid down in this Article.

The power to adopt delegated aceferred to in Article9(2) and (3)shall be
conferred on the Commission for an indeterminate period of time tiherdate of
entry into force of the legislative act

The delegation of power referred to Amticle 9(2) and (3)may be revoked at any
time by the European Parliament or by tbeuncil. A decision to revoke shall put an
end to the delegation of the power specified in that decision. It shall take effect the
day following the publication of the decision in the Official Journal of the European
Union or at a later date specified therein it shall not affect the validity of any
delegated acts already in force.

Before adopting a delegated act the Commission shall consult experts designated by
each Member State in accordance with the principlesl ldown in the
Interinstitutional Agreement on Better LaMaking of 13 April 2016.

As soon as it adopts a delegated act, the Commission shall notify it simultaneously to
the European Parliament and to the Council.

A delegated act adopted pursuant midle 9(2) and (3)xhall enter into force only if

no objection has been expressed by either the European Parliament or the Council
within a period of two months of notification of that act to the European Parliament
or the Council or if, before the expiof that period, the European Parliament and the
Council have both informed the Commission that they will not object. That period
shall be extended by two months at the initiative of the European Parliament or of the
Council.

Avrticle 33
Committee

The Gmmission shall be assisted by a commiftdee Semiconductor Committee
That committee shall be a committee within the meaning of Regulation (EU) No
182/2011.

Where reference is made to this paragraph, Article 5 of Regulation (EU) No
182/2011 shalapply.

Where reference is made to this paragraph, Article 8 of Regulation (EU) No
182/2011, in conjunction with Article 5 thereof, shall apply.
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CHAPTER VIII

FINAL PROVISIONS

Article 34

Amendments to Regulation (EU) 2021/@34ablishing the DigitaEurope Programme and

(1)

(2)

repealing Decision (EU) 2015/2240

Regulation (EU) No 2021/694 is amended as follows:
in Article 3 (2) the following point(f) is added:
‘(f) Speci fSemiObgre,dutdtver H’

the following Article8ais inserted:
* HAicle 8a

Specific Objective 6- Semiconducta

The financial contribution from the Union under Specific Objective -6

Semiconductarshall pursughe objectiveslaid downin points (a) to (d) oArticle 4
of Regulation XX/XXof the European Parliament aofdthe Council;

(3) Article 9 (1) and (2)areamended as follows:

(4)

CArticle 9
Budget

1. The financial envelope for the implementation of the Programme for the period

from 1 January 2021 to 31 December 2027 shalEO& 8 638 000 O0EUR in
currentprices.

2. The indicative distribution of the amount referred to in paragraph 1 shall be:
EUR 2076914 000 for Specific Objective-1High Performance Computing;
EUR 1 841956 000 for Specific Objective-2Artificial Intelligence;

EUR 1529 566 000 for Becific Objective 3- Cybersecurity and Trust;
EUR 517 347 00Cfor Specific Objective 4 Advanced Digital Skills;

EUR 1 ®2 217 000 for Specific Objective 5 Deployment and Best Use of

Digital Capacities and Interoperability
EUR 1 650000 00billion for Specific Objective 6 Semiconducta’;

in Article 11, paragraph 2 ieeplaced by the following

58

¢ 2Cooperation with third countries and organisations as referred to in paragraph 1 of
this Article with respect to Specific Objectives 1, 2 , @ &rshall be subject to Article
12.°
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(5)

(6)

(7)

(8)

(9)

(10)

(11)

(12)

in Article 12, paragrapt®6 replaced by the following:
¢ 6lf.duly justified for security reasons, the work programme may also provide that

legal entities established in associated countries and legal entities that are established

in the Union but are controlled from third countries may be eligible to particgipate

or some actions under Specific Objectives Bn2 6 only if they comply with the
requirements to be fulfilled by those legal entities to guarantee the protection of the
essential security interests of the Union and the Member States and to thesure

protection of classified documents information. Those requirements shall be set out in
the work programme.

2

in Article 13 the following paragrapB is added:

‘3. The synergies of the Specific Objective 6 with other Union Programme, are
described in Articlés and Annexll of Regulation XX/XX?;

Article 14 is amended as follows
Paragraph 1 is replaced by the following

‘1 . The Programme shall be implementedier direct management, in accordance
with the Financial Regulation, or under indirect management by entrusting certain

implementation tasks to the bodies referred to in point (c) of the first subparagraph of

Article 62(1) of the Financial Regulation, atcordance with Articles 4 to 8a of this

Regulation. Bodies entrusted with the implementation of the Programme may depart

from the rules on participation and dissemination laid down in this Regulation only
where such departure is provided for in the legdlthat establishes those bodies or

entrusts budget implementation tasks to them or, for the bodies referred to in point

(c)(ii), (iii)y or (v) of the first subparagraph of Article 62(1) of the Financial
Regulation, where such departure is provided fahecontribution agreement and
the specific operating needs of such bodies or the nature of the action so’require.

in Article 14, the following paragraph is added:

‘4. Where the conditions set in Artic2 of RegulationXX/XX are fulfilled, the
provisions of that Article shall apply.

in Article 17, paragraph 1 is replaced by the following:

* 10nly actions contributing to the achievement of the objectives laid down in
Articles 3 to 8a shall be eligible for

in Annex | thefollowing paragraph is added:
“Speci fi c—Serigordactoisv e 6

Actions under Specific Objective 6 are provided in AnnexRegulationXX/XX .’;

in Annex Il the following paragraph is added:
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‘Specific Objective 6- Semiconductors

Measurable indicators to monitor the implementation and to report on the progress of
the Specific Objective 6 are provided AnnexfitheRegulationXX/XX .’;

(13) in Annex Il the following paragraph is added:

‘Specific Objective 6- SemiconductoiSynergies with Union ®grammes dr the
Specific Objective 6 are provided in Annex®fi Regulation XX/XX’

Article 35
Evaluation andeview

1. By three years after the date of application of this Regulat@hevery four years
thereafter, the Commissicshall submit a report on the evaluation and review of this
Regulation to the European Parliament and to the Council. The reports shall be made
public.

2. For the purpose of the evaluation and review, the European Semiconductor Board,
the Member States dmational competent authorities shall provide the Commission
with information on its request.

3. In carrying out the evaluation and review the Commission shall take into account the
positions and findings of the European Semiconductor Board, ofEthepean
Parliament, of the Council, and of other relevant bodies or sources.

Article 36
Entry into force

This Regulation shall enter into force on tikentiethday following that of its publication in
the Official Journal of the European Union

This Reglation shall be binding in its entirety and directly applicable in all Member States.
Done at Brussels,

For the European Parliament For the Council
The President The President
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LEGISLATIVE FINANCIAL STATEMENT

1. FRAMEWORK OF THE PROPOSAL/INITIATIVE
1.1. Title of the proposal/initiative

1.2. Policy area(s) concerned

1.3. The proposal/initiative relates to:

1.4. Objective(s)

1.4.1. General objective(s)

1.4.2. Specific objective(s)

1.4.3. Expected result(s) and impact

1.4.4. Indicators of performance

1.5. Grounds for the proposal/initiative

1.5.1. Requirement(s) to be met in the short or long term including a detailed timeline for
roll-out of the implementation of the initiative

1.5.2. Added value of Union involvement (it may result from different factors, e.g.
coordination gains, legal certainty, greater effectiveness or complementarities). For the
purposes of this point '‘added value of Union involvement' is the value resutimgUnion
intervention which is additional to the value that would have been otherwise created by
Member States alone.

1.5.3. Lessons learned from similar experiences in the past

1.5.4. Compatibility with the Multiannual Financial Framework and posssigieergies with
other appropriate instruments

1.5.5. Assessment of the different available financing options, including scope for
redeployment

1.6. Duration and financial impact of the proposal/initiative
1.7. Management mode(s) planned

2. MANAGEMENT MEASURES

2.1. Monitoring and reporting rules

2.2.  Management and control system(s)

2.2.1. Justification of the management mode(s), the funding implementation mechanism(s),
the payment modalities and the control strategy proposed

2.2.2. Information concering the risks identified and the internal control system(s) set up to
mitigate them

2.2.3. Estimation and justification of the cestfectiveness of the controls (ratio of "control
costs + value of the related funds managed"), and assessment of thteciguasds of risk of
error (at payment & at closure)

2.3. Measures to prevent fraud and irregularities
3. ESTIMATED FINANCIAL IMPACT OF THE PROPOSAL/INITIATIVE
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3.1.

3.2.

3.2.1.
3.2.2.
3.2.3.
3.2.4.
3.2.5.
3.3.

Heading(s) of the multiannual financial framework and expenditure budget line(s)
affectad

Estimated financial impact of the proposal on appropriations
Summary of estimated impact on operational appropriations
Estimated output funded with operational appropriations
Summary of estimated impact on administrative appatpns
Compatibility with the current multiannual financial framework
Third-party contributions

Estimated impact on revenue

This LFS introduces the budgetary consequences of the proposal for a Regulation of the
European Parliament andf the Council establishing a framework of measures for

str

b

engthening Europe’s semiconductor ecosyst
Regulation amending Council Regulation (EU) 2021/2085 establishing the Joint Undertakings

under Horizon Eurag It comes in addition to the Legislative Financial Statement introduced
for the Key Digital Technologies Joint Undertaking (KDT JU), which is part of the Proposal
for a Council Regulation establishing the Joint Undertakings under Horizon Europe
(COM(202) 87, 23 February 2021.

The budgetary consequences mentioned in this LFS arfotaio

Expenditure for the Chips for Europe Initiative (with the exception of the Chips Fund) and
ongoing activities under the KDT JU, to be managed by the Chips JU. Thexpéaditure
be managed by t he Chips Joint Undert aki
hnol ogies Joint Undertaking’, 1s EUR
committed under the KDT JU before.

Expenditure for European Commission staffcmpe with the new tasks entrusted to the

t o
Tec

Commission to supervise the Chips JU, to review and decide on European Chips
Infrastructure Consortium applications, to review and decide on applications for an Integrated

Production Facility or Open EU Foundry, gapport the European Semiconductor Board, and
— together with Member States to monitor semiconductor supply chains and decide on
actions, where appropriate. A total of 9 full time equivalent units is foreseen for these
activities.

1.2

FRAMEWORK OF THE PROPOSAL/INITIATIVE
Title of the proposal/initiative

Regulation of the European Parliament and of the Council establishing a fram

of measures for strengthening Europ

Policy area(s) concerned

A Europe ft for the Digital Age

European Strategic Investments
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Activity: Shaping Europe’s digital [futur

1.1. The proposal/initiative relates to:
| anew action
" a new action following a pilot project/preparatory actiorf’
| the extension of an existing action
A a merger or redirection of one or more actions towards another/a new action

1.2. Objective(s)
1.2.1. General objective(s)

The European Chips Act aims to establish a coherent framework for strengthening
the Union’s s emiconducltaorrg ee ctohsey srteesm. | iletn
semiconductor ecosystem and increase its global market share. It will facilitate early
adoption of new chips by European industry and increase its competitiveness.

1.2.2. Specific objective(s)

Set up the Chips for Europeitiative, to support largscale technological capacity building
throughout investment into crebsrder and openly accessible innovative infrastructures set

up in the Union to enable the development of cutBdge and nexgeneration semiconductor
tedhnol ogi es t hat wi |1 reinforce the EU’s ady
production capabilite6 pi 1 1 ar 1, “Chips for Europe Initieze

Create a framework to ensure security of supply by attracting investments and enhanced
production capcities in semiconductor manufacturing as well as advanced packaging, test,
and assembly via firgif-a-kind Integrated Production Facilities and Open EU Foundries
(pillar 2, “Security of supply”).

Set up a coordination mechanism between the Member Siattgshe Commission for
strengthening collaboration with and across Member States, monitoring the supply of
semiconductors, estimate demand, anticipate shortages, trigger situations of crisis and act
through a dedicated tootdbdmeod medsMowrvst 6pih

1.2.3. Expected result(s) and impact

Specify the effects which the proposal/initiative should have on the beneficiaries/groups targeted.

The Union’ s semiconductor industseale| s hou
technologicalcapacity building in cuttinggdge and nexgeneration semiconductor
technologies that will reinforce the EU’
chips production capabilities. Semiconductor facilities will benefit from more

effective permit grantingrocesses.

67 As referred to in Article 58(2)(a) or (b) of the Financial Regulation.
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The Union’ s semiconductor user s 1 al l
security of supply of semiconductors without disruptions. In addition, critical sectors
should benefit from enhanced security of supply of semiconductors.

End-users of products with semiconductors should benefit from increased security of
supply, against more attractive market prices.

The competitiveness of the European semiconductor ecosystem will improve.

1.2.4. Indicators of performance

Specify thendicators for monitoring progress and achievements.

Performance indicators are mostly relevant for the Chips for Europe Initiative.
Annex Il gives first versions of measurable indicators to monitor the implementation
and to report on the progress of thatiative towards the achievement of |ts
objectives:

1. The number of legal entities involved (subdivided by size, type and counfry of
establishment) in the actions supported by the Initiative.

The number of design tools developed or integrated uhddnitiative.

The total amount ctnvested in design capacities and pilot lines under| the
Initiative.

4. The number of users or user communities getting access to design capacities and
pilot lines under the Initiative.

5. The number of businessesghich have used the services of national competence
centres supported by the Initiative.

6. The number of persons who have received training to acquire advanced skills
and training on semiconductor and quantum technologies supported by the
Initiative.

7. The number of statips, scalaips and SMEs who have received venture capital
from the Chips Fund and the total amount of capital investments made.

8. The amount of investment by companies operating in the EU, taking into
consideration the segment of théueachain in which they operate

1.3. Grounds for the proposal/initiative

1.3.1. Requirement(s) to be met in the short or long term including a detailed timeline for
roll-out of the implementation of the initiative

The Regulation should be fully applicabthortly after its adoption, i.e. the day
following that of its publication in the Official Journal of the European Unjon.
However, initial elements should be in place before, supported by the
Recommendation by the Commission, adopted at the same tirie gsopose
Regulation.
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1.3.2.

The European Semiconductor Board should be set up and Member States
have appointed a point of contact to its meeting. By the time of applicabilit
European Semiconductor Board should be fully operative.

Information gathering from representative organistions of semicondl
undertakings should alreay be-gaing and Member States should have alre
discussed a number of possible measures in the crisis toolbox and carri

should
y the

ictor
ady
ed out

monitoring of the semiconductor value cha

Added value of Union involvement (it may result from different factors,

e.g.

coordination gains, legal certainty, greater effectiveness or complementarities). For
the purposes of this point '‘added value of Union involvement' is the valuangesult
from Union intervention which is additional to the value that would have been

otherwise created by Member States alone.

Semiconductor chips are central to the digital economy. The global semicon
shortage has exposed Eufromm@dimited ndmber o
companies and geographies, and its vulnerability to third country export restr
and other disruptions in the present geopolitical context. Furthermore
dependency is exacerbated by the extremely high barriers to erdrycaguital
intensity of the sector. For example, the most computationally powerful chips r
manufacturing to a precision of a few nanometers (rBuojlding such facilities
entails an upfront investment of at least EUR 15 billion and requires thres tyeg
achieve productiomeadiness with adequate yields. The expenditures to design
chips can range from EUR 0.5 billion to well over EUR 1.0 billion. R&D intensit
the sector is high and more than 15B& single Member State is capable
achievingthis alone.

Intervention at the level of the Union is best placed to address the chal
deriving from the complexity of th
structural dependencies and from-faaching supply chain disruptions.

The Chips for Europe Initiative, should be set as a Ui initiative for
supporting an industrial sector across Europe. A Union level initiative can pr
the necessary degree of uniformity needed for the effective operation of fy
programmes aned at strengthening the Europen semiconductor ecosystem.

For the security of supply, Union level action is justified by the need for a un

ductor
i d e n c
ctions

this

Bquire
ar
such

Yy in
of

enges
€ S € m

ovide
nding

form

application of the new rules, in particular the definition of Integrated Production

Facilities and Open EU Fodnres, as well as a uniform procedure for th
recognition and support.

Furthermore, a key element of this proposal is to provide for measures to 3
serious disruptions to vital societal functions or economic activities at Union
Important coadination gains should arise from setting up a mechanism
coordination between Member States and the Commission for monitoring and

elr

ddress

evel.
for
crisis

response to semiconductor shortages.
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1.3.3.

1.3.4.

Lessons learned from similar experiences in the past

The Commissionpul i s hed a Communication 1in
Micro-and Nanoelectronic Eolnhppoposed mn industria
strategy to ensure return to growth and reach, in a decade, a level of productio
EU that is closer to its shtepf world GDP. In more detail, it aimed to:

- Ensure the availability of micraand nanoelectronics that are needed for
competitiveness of key industries in Europe.

- Attract higher investment in advanced manufacturing in Europe and reir|

industrial competitiveness across the value chain from design to manufacturing,

- Maintain leadership in equipment and material supply and in areas st
“more than Mo-efficientcompongntse ner gy

- Build leadership in the design of chips in high growtarkets, notably in th
design of complex components.

Clearly, the Union was not entirely successful in reaching the objectives @
industrial strategy.

One reason is that EU actions following the Communication largely focuse
supporting R&D, for gample via the ECSEL Joint Undertaking. However, capg
building in the microelectronics sector was not well addressed.

Furthermore, the Communication mentioned derrsidd actions to be addresse
However, the actions undertaken did not adequately ssidsach demarside
actions. More emphasis on demsside actions, e.g. actions addressing de
activities, is needed.

Finally, related to the first point, the 2013 Communication had few instruments
disposal. Currently, more instruments are aldd, an opening in the competiti

2013
d Sys
in the

the

force

Ich as

112}

f this

xd on
ICity

14

2d.
sign

at its

policy has been provided, and the political momentum is now clearer.

Compatibility with the Multiannual Financial Framework and possible syner
with other appropriate instruments

gies

In order to maximise itpositive impacts, the Chips for Europe Initiative (pillar
will build upon the strong knowledge base and enhance synergies with 3
currently supported by the Union and Member States through programmes
actions in research and innovation in semdiectors and in developments of part
the supply chain. These include, in particular, the Horizon Europe Framg
Programme and the Digital Europe Programme, with the aim to reinforce Eur
global player in semiconductor technology and its appboati with a growing
global share in manufacturing by 2030. Complementing those activities, the
for Europe Initiative would closely collaborate with the Industrial Alliance

1)
ictions
s and

of
pwork
pe as

Chips
on

Processors and Semiconductor Technologies.
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1.3.5.

1.4.

1.5.

Furthermore, the Regulation provides for a procedural framework to fac
combined funding from Member States, the EU budget and private investment.

The proposed initiative can be set in the context of a number of recently anng
European policieand priorities:

As regards possible synergies with other appropriate instruments, the r

Industrial Strategy;
Recovery Plan for Europe;
Green Deal;

Artificial Intelligence;

litate

punced

Research and Innovation under the proposed Horizon Europe programme,

Pillar I 1 Cluster “Digital, I nd

ustry

contrimt i ons to three overarching E[U pol
f

Age’ , ‘*An economy that works or

Recovery and Resilience Facility

peopl

ple of

competent authorities at national level can be performed by national authorities

fulfilling similar functions under other Union law. See also Chapter 1 of
Explanatory Memorandum.

Assessment of the different available financing options, in@udicope for
redeployment

Duration and financial impact of the proposal/initiative

| limited duration

in effect from date of adoption of the proposal for a Regulation of

the

the

European Parliament and of the Council establishing a framework of me&sure
strengthening Europe’s semiconduct

Financial impact from 2023 to 2027 for commitment appropriations and

2023 to 2031 for payment appropriations.

A unlimited duration

1 Implementation with a stacp period from YYYYto YYYY,

2 followed by fullscale operation.

Management mode(s) planned

| Direct managementby the Commission

by its departments, including by its staff in the Union delegations;

A by the executive agencies

A Shared managementith the Member Stas

Indirect managementby entrusting budget implementation tasks to:

A third countries or the bodies they have designated:;
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A international organisations and their agencies (to be specified);

~

A the EIB and the European Investment Fund,;
bodies referred to in Articles 70 and 71 of the Financial Regulation;

A public law bodies;

A bodies governed by private law with a publicvége mission to the extent that
they provide adequate financial guarantees;

A bodies governed by the private lafvaoMember State that are entrusted with
the implementation of a publurivate partnership and that provide adequate
financial guarantees;

A persons entrusted with the implementation of specific actions in the CFSP
pursuant to Title V of the TEU, and idédied in the relevant basic act.

lf more than one management mode is indicated, pleas

Comments

With the exception of a) activities and budgets related to the Chips Fund and b) activities and
budgets earmarkednder the European Innovation Council, the Chips for Europe Initiative

will be implemented under indirect management by entrusting the implementation of tasks to
the Key Digital Technologies Joint Undertakti
Member States and other Participating States affereding indirect actions.

Other parts, such as the activities under pillar 2 and 3, are under direct management. These
concerntasks entrusted to the Commission to supervise the Chips JU, to review amdatecid
European Chips Infrastructure Consortium applications, to review and decide on applications
for an Integrated Production Facility or Open EU Foundry, to support the Eurppean
Semiconductor Board, andtogether with Member Stateso monitor semicondutor supply
chains and decide on actions, where appropriate.
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MANAGEMENT MEASURES
Monitoring and reporting rules

Specify frequency and conditions.

As a Union body, the Chips Joint Undertaking functions under stramitoring
rules. Monitoring is performed through:

- its own internal audit capacity and the audit service of the Commijssion

- the supervision of the Governing Board. The Executive Director will supe
the Joint Undertaking?’s

- a set of quantitative and qualitative performance indicators which wil
established to monitor the implementation of the programme and to meas
impact;

- mid-term and final evaluations of the programme by external experts,
the supervision athe Commission;

- t he Joint Wor k

Undertaking’s Pr og

Management and control system(s)

operations i

rvise
nt

| be
ure its

under

T a mme

Justification of the management mode(s), the funding implementation mechanism(s),

the payment modalities and the consthtegy proposed

The Regulation introduces a new policy framework with regard to attracting
investment in and enhancing advanced semiconductor manufacturing in the|Union
and introduces harmonised rules for a coordinated approach to monitoring and

preparedness for semiconductor shortages.

These new rules require a consistency mechanism for thebwoder application o
the obligations under this Regulation and coordination of the activities of n
authorities and of the Commission through ewnadvisory group, the Europe
Semiconductor Board.

These tasks under direct management. In order to face these new tasks unde
and 3 and related to the Chips Fund, it is necessary to appropriately resou

Commi ssion’ s servieces.

For other pd#s, indirect management is justified because the Chips Joint Under
is a public private partnership with part of the-fo@mncing brought in vig
contributions from Participating States and viakimd contributions by privatg
members.

Each year, thdecision on the EU contribution to the Chips Joint Undertaking wi
taken by virtue of the EU Budget adopted for that year.

A Framework Financial Partnership Agreement signed between the Eur
Commission and the Chips Joint Undertaking will indici@t for the tasks to b
carried out each year the Commission will pay a contribution upon conclusio
Contribution agreement with the Chips Joint Undertaking, and the issuing, &
Joint Undertaking, of corresponding payment requests to the meotherghan the

ional
an

I pillar 2
rce the

aking
!

D
C

| be

opean
e

n of a
)y the

Union.
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2.2.1.

The Commission will ensure that the rules applicable to the Chips Joint Under
fully comply with the requirements of the Financial Regulation. In compliance
Article 71 of Regulation (EU, Euratom) 2018/1046 the Joint Undergakvill
respect the principle of sound financial management. The Chips Joint Undet
shall also comply with the provisions of the Model Financial Regulation appli
to the Joint Undertaking. Any departure from this Model Financial Regulg
requr ed for the purpose of the Joint

2

the Commission’s prior consent.

Monitoring arrangements, including through the Union representation ir
Governing Board and Public Authorities Board of the Chips Joirdedaking, ag
well as reporting arrangements will ensure that the Commission services ca
the accountability requirements both to the College and to the Budgetary Authg

The internal control framework for the Chips Joint Undertaking is built on:

-the implementation of the Internal Control Standards offering at least equi
guarantees to those of the Commission;

-procedures for selecting the best projects through independent evaluation,
translating them into legal instruments;

-project and contract management throughout the lifetime of every project;

-ex-ante checks on 100% of claims, including receipt of audit certificates aste
certification of cost methodologies;

-ex-post audits on a sample of claims as part of the Horizon Eerepest audits;

taking
with
taking
cable

ition,
Under

the

n meet
rity.

valent

and for

-scientific evaluation of project results.

Information concerning the risks identified and the internal control system(s) set up

to mitigate them

Various measures have been established to mitigate the inherent risk of con
interest within the Chips Joint Undertaking, especially:

-equal votes (one third) for the Commission, Participating States (collectively

flict of

) and

for private members (collectively) in the Governing Board; equal votes (one half) for

the Commission and Particifigg States (collectively) in the Public Authoriti
Board,

-high-level decisions on the activities/budgets dedicated to the activities of the|
initiative (capacity building in upcoming work programmes) are taken by the F
Authorities Board witiMember States only,

-the part of the work programme dealing with capacity building activities is ad
by the Public Authorities Board with Member States only,

-selection of the Executive Director by the Governing Board based on a propdg
the Commis®n,

-independence of staff,

-evaluations by independent experts based on published evaluation criteria t
with appeal mechanisms and full declarations of any interests,

eS

chips
ublic
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sal by

bgether
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2.2.3

2.3.

EN

-arequirement for the Governing Board to adopt rules for the prevention, avoidance
and management of conflicts of interest in the Joint Undertaking in accordance with
the financial rules of the Joint Undertaking and with the Staff Regulations in respect
of staff.

The establishment of ethical and organisational values will be one of the key roles of
the Joint Undertaking, and will be monitored by the Commission.

The Executive Director of the Chips Joint Undertaking, as Authorising Officer, will
be required tantroduce a cosgffective system of internal control and managemient.
They will be required to report to the Commission on the internal control framework
adopted.

The Commission will monitor the risk of na@ompliance through the reporting
system that iwill develop, as well as by following the results of ex post audits on the

recipients of EU funds from the Chips Joint Undertaking, as part of ex post audits
covering the whole of the Horizon Europe.

There is a clear need to manage the budget in an aeffam effective manner, and
to prevent fraud and waste. However, the control system needs to strike|a fair

balance between attaining an acceptable error rate and the control burden required
and avoid lowering the attractiveness of the Union's Researgrapmme.

Estimation and justification of the cestfectiveness of the controls (ratio of "control
costs + value of the related funds managed"), and assessment of the expected levels
of risk of error (at payment & at closure)

As the rules for partipation of Horizon Europe and the Digital Europe programme
applicable to the Chips Joint Undertaking are similar to those that the Commission
will use in its work programmes, and with a population of beneficiaries with a
similar risk profile to those of pgrammes under direct management, it can be
expected that the error margin will be similar to that foreseen by the Commission for
Horizon Europe and the Digital Europe programme, i.e. to give reasonable assurance
that the risk of error over the course bé tmultiannual expenditure period is, on|an
annual basis, within a range 0f52%, with the ultimate aim to achieve a residual
error rate as close as possible to 2 % at the closure of theamnital programmes,
once the financial impact of all audits,reection and recovery measures have been
taken into account.

Measures to prevent fraud and irregularities

Specify existing or envisaged prevention and protection measures, e.g. from theAdtStrategy.

The Commission will ensure that proceduie$ight against fraud at all stages of the
management process are applied by the Chips Joint Undertaking.

The Commission will ensure that appropriate measures are in place to ensure that,
when actions financed under this Regulation are implementedintrecial interes

of the Union is protected by the application of preventive measures against|fraud,
corruption and any other illegal activities, by effective checks and, if irregularities
are detected, by the recovery of the amounts wrongly paid ancg ahpropriate, b
effective, proportionate and deterrent penalties.
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The Court of Auditors shall have the power of audit, on the basis of documents and
ontthe-spot checks, over all grant beneficiaries, contractors and subcontractors who

have received Uniofunds under the Programme.
The European Andiraud Office (OLAF) may carry out ethe-spot checks and

inspections on economic operators concerned directly or indirectly by such funding

in accordance with the procedures laid down in Regulation (Euratom,NBQC)

2185/96 with a view to establishing whether there has been fraud, corruption jor any
other illegal activity affecting the financial interests of the Union in connection |with

a grant agreement or grant decision or a contract concerning Union funding
Joint Undertakings will also need to accede to the Interinstitutional Agreement

. The
of 25

May 1999 between the European Parliament, the Council of the European Union and
the Commission of the European Communities concerning internal investigations by

the Eur@ean Antifraud Office (OLAF).

The European Public Prosecutor’s Of fice
accordance with the provisions and procedures laid down in Council Regulation

(EU) 2017/193923, with a view to investigating criminal offence®aiiig the
financial interests of the Union.
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ESTIMATED FINANCIAL IMPACT OF THE PROPOSAL/INITIATIVE

3.1 Heading(s) of the multiannual financial framework and expenditure budget
line(s) affected
Existing budget lines
In order of multiannual financial framework headings and budget lines.
; Type of —
Budget line expenditure Contribution
Heading of
multiannual é‘;g_pl\ from within the
financial | Number Diff./Non- ) candidate | from third ‘meaning of
framework aitt.59 | 90" | countried® | countries | ATicle 212X0) of
Regulation
01 02 02 30- Cluster Civil Security for _
1 Society Diff. YES YES YES NO
01 02 02 40- Cluster Digital, Industry _
1 and Space Diff. YES YES YES NO
1 01 02 02 42 Horizon Europe Programi
— Key Digital Technologies join| Diff YES YES YES NO
undertaking
1 01 02 02 50- Cluster Climate, Energ _
1 01 02 03 01- European Innovatiof .
Council Diff. YES YES YES NO
1 02 03 01- Connecting Europe Facilit .
(CEF)— Transport Diff. NO YES YES NO
1 02 03 03 0% Connecting Europe Facilit .
1 02 04 01 10 Digital Europe programme .
Cybersecurity Diff. YES YES YES NO
1 02 04 01 1% Digital Europe programme
European Cybersecurity Industrial, .
Technology and Research Compete Dif YES YES YES NO
Centre
1 02 04 02 1% Digital Europe programme
High-Performance  Computing  joil  Diff YES YES YES NO
undertaking (EuroHPC)
1 02 04 03- Digital Europe programme .
Artificial intelligence Dif. YES YES YES NO

9 Diff. = Differentiated appropriations / Nediff. = Non-differentiated appropriations.
0 EFTA: European Free Trade Association.
1 Candidate countries and, where applicable, potential candidates from the Western Balkans.
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02 04 04- Digital Europe programme

Skills Diff. YES YES YES NO
1 02 04 05 0 Digital Europe programme .
Deployment Diff. YES YES YES NO
1 02 04 05 02 Digital Europe programme .
Deployment / Interoperability Dift. YES YES YES NO
1 Unallocated margin Heading 1 Diff. NO NO NO NO
New budget lines requested
In order of multiannual financial framework headings and budget lines.
. Type of I
. Budget line expenditure Contribution
Heading of
multiannual . . within the
financial | Number ; ; rom rom ; ‘meaning of
framework lefd/i#on EFTA candld_ate fg%rl?nttt;ilgi Article 21(2)(b) of
countries countries ﬂ;{e Flnlatr?CIaI
eguiation
1 02 0_4 06 10 Digital Europe programm Diff. YES YES YES NO
— Chips
02 0406 11- Digital Europe Programm
1 g P g Diff YES YES YES NO

— Chips joint undertaking
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3.2. Estimated financial impact of the proposal on appropriations
3.2.1. Summary of estimated impact on operational appropriations
A The proposal/initiative does not require the use of operational appropriations
| The proposal/initiative requires the use of operational appropriations, as explained below:

EUR million (to three decimal places)

Heading of multiannual financial

framework 1 Single Market, Innovation and Digital

The proposal will not increase the total level of expenditure programmed under Heading 1 of the Multiannual Financial-208&2027.
Indeed, the contribution from the EU Budget to the Chips for Europe ivetiatill be pooled from the Horizon Europe Programme and the
Digital Europe Programme and, with the exception of the action under the European Innovation Council, channelled to tpgaKey D
Technologies (future Chips) Joint Undertaking for implementatito this end, a sixth specific objective will be created under the Digital
Europe Programme.

This sixth specific objective will be financed by

[ an internal redeployment of the current envelope of the Digital Europe Programme,

i a use of unallocated margin of Heading 1, and

ii a reduction from the envelopes of the Connecting Europe Facilitgnsport and the Connecting Europe Faciifyigital.
The summary table under section 3.2.4 provides a full overview of all sourceslofy.

1 Operational appropriations earmarked or reallocated witdoinzon Europe for being used for the purpose of the Chips for Europe
Initiative

Operational appropriations unddorizon
Europe

2021

2022

2023

2024

2025

2026

2027

Post
2027

TOTAL

Operational appropriatiorearmarked underHorizon Europe

01 02 02 42Horizon Europe Programme-
Key Digital Technologies joint undertaking

Commitments

(1a)

108.850

112.609

97.470

91.781

89.290

500.000
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01 020301 European Innovation COUI’IZ:% Commitments (1a) 75.251 55.054 55.501 56.499 57.696 300.000
Operational appropriatioreallocatedwithin Horizon Europe
01 02 02 30- Cluster Civil Security for | - ients | aa) 40.800| 47.400| 41.400| 10.200| 10.200 150.000
Society
01020246 C'usst%ra'cjég'ta" Industry and | ) iments | aa) 108.800| 126.400| 110.400| 27.200| 27.200 400.000
01020250 C'k’/ls;girng'mate’ Energy and o mitments | (1a) 81.600| 94.800| 82.800| 20.400| 20.400 300.000
TOTAL appropriations under Horizon
Europe Commitments 415.302| 436.263| 387.570| 206.080| 204.785 - 1,650.000
il Operational appropriations to be pooled under a sixth specific objective Digitel Europe Programme for the purpose of the Chips
for Europe Initiative to be implemented by the future Chips Joint Undertaking:
Operational appropriations under 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | PoSt TOTAL
Digital Europe - sixth objective 2027
Operational appropriatiomedeployedfrom other programmedprizon Europe, Connecting Europe Facility)
01 02 02 40- Horizon Europe Cluster Commitments | (1a) 80.000| 80.000| 80.000| 80.000| 80.000 400.000
Digital, Industry and Space
Oj?fagibggnnec“ng Europe Facility (CEF) 0 iiments | aa 96.000| 86.000| 34.000| 34.000 250.000

72 Up to 300.000 EUR million will be earmarked undlee EIC for being used for the purpose of the Chips Europe Initiative. The peagiammingpf the envelope is indicative.
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02 03 03 0 Connecting Europe Facility | oo iments | a) 57.600| 51.600| 20.400| 20.400 150.000

(CEF)— Digital

Operational appropriatioreallocatedwithin the Digital Europe programme

02 04 01 10 Digital Europe programme Commitments | (1) 16.320| 18.960| 16.560| 4.080|  4.080 60.000

Cybersecurity

02 04 01 1% Digital Europe programme

European Cybersecurity Industrial, Commitments (1a) 16.320| 18.960| 16.560 4.080 4.080 60.000

Technology and Researf@ompetence Centre

02 04 02 1% Digital Europe programme

High-Performance Computing joint Commitments (1) 40.800| 47.400| 41.400| 10.200| 10.200 150.000

undertaking (EuroHPC)

02 04 03 Digital Europe programme Commitments | (1a) 50.840| 69.520| 60.720| 14.960| 14.960 220.000

Artificial intelligence

02 04 04- Digital Europe programmeSkills | Commitments (1a) 16.320| 18.960| 16.560 4.080 4.080 60.000

02 04 05 0% Digital Europeprogramme- Commitments | (1a) 10.880| 12.640| 11.040| 2.720| 2.720 40.000

Deployment

02 04 05 02 Digital Europe programme Commitments | (1a) 2720 3.160| 2760| 0.680| 0.680 10.000

Deployment / Interoperability

Contribution from the availablmargin underHeading 1of the Multiannual Financial Framework

Unallocated margin Heading 1 Commitments (1a) 50.000| 50.000| 50.000( 50.000| 50.000 250.000
TOTAL appropriations pooled to Commitments | =1a 293.200| 473.200| 433.200| 225.200| 225.200 1,650.000

Digital Europe
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For information purposes: overview of the implementation by the European Innovation Council and the Chips Joint

Undertaking
A Horizon Europe
Implementation by the European Innovation Council
Op eu; dzrﬁloiriz‘;#;urlopeaalép rop 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 Zpé’zs; TOTAL
01 02 03 0 European Innovation Count Commitments (1a) 75.251| 55.054| 55.501| 56.499| 57.696 300.000
Payments (2a) 45.151| 48.082| 51.836| 58.030| 56.973| 39.928 300.000

Implementation by the Chips Joint Undertaking

EUR 500 million earmarked for the purposes of the Chips for Europe Initiative within thexiptieg financial envelope of the Key Digital
Technologies Joint Undertaking will be implemented by the Chipsjoidértaking:

Operational approrpg Post
under Horizon EuropeKDT 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | L% TOTAL
01 02 02 42Horizon Europe Programme- | Commitments | (ia) 108.850| 112.609| 97.470| 91.781| 89.290 500.000
Key Digital Technologies joint undertaking |=-c o (2a) 60.897| 74.926| 83.997| 83.126| 79.271| 117.783 500.000

The EUR 850 million reallocated under Horizon Eurepdl be implemented by the Key Digital Technologies (future Chips) joint undertaking

and split betweenperational and support expenditure as follows:

Appropriations reallocated within Horizor
Europe- to the Chips JU

2021

2022

2023

2024

2025

2026

2027

Post
2027

TOTAL

73 Up to 300.000 EUR million will be earmarked under the EIC for being used for the purpose of thioCEipspe Initiative. Theearly profiling of the envelope is purely indicative.
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Operational appropriations

01020242 Horizon Europe Programm| Commitments (1a) 230.809| 267.842| 233.371| 56.546| 52.897 841.465
— Key Digital Technologies joint undertakin
- Operational expenditure Payments (2a) 138.329| 206.642| 216.371| 130.326| 95.281| 54.516 841.465

Appropriations of an administrative nature financed frometineelope of specific programniés

01020242 Horizon Europe Programm Commitments (1b) 0.391 0.758 1.229 1.254 4.903 8.535
— Key Digital Technologies joint undertaki
- Support expenditure Payments (2b) 0.391 0.758 1.229 1.254 1.279 3.624 8.535
TOTAL additional appropriations Commitments :1_?;“) 231.200| 268.600| 234.600| 57.800| 57.800 - 850.000
for the Chips Joint Undertaking under
Horizon Europe Payments =2ar2b 138.720| 207.400| 217.600| 131.580| 96.560| 58.140 850.000

The consolidatecappropriations of the Key Digital Technologies (future Chips) joint undertaking under the Horizon Europe, including
appropriations covering former activities of the KDT Joint Undertaking that are not part of the Chips for Europe Initibltigegs folows:

Chips Joint Undertaking 2021 2022 2023 2024 2025 2026 2027 ;(;)25; TOTAL

Operational appropriations
01020242 Horizon Europe Programm| Commitments (1a) 207.637| 247.490| 518.207| 565.170| 490.661| 298.788| 287.185 2,615.139
— Key Digital Technologies joint undertaki
- Operational expenditure Payments (2a) 51.909| 113.782| 334.342| 447.834| 486.757| 397.896| 350.073| 432.545 2,615.139
Appropriations of an administrative nature financed from
envelope of specific programmes
0102 02 42 Horizon EUrOpe Programm Commitments (1b) 2.363 2.510 2.993 3.430 3.939 4.012 15.615 34.861
— Key Digital Technologies joint undertakin payments (2b) 2.363| 2510 2993 3.430| 3.939] 4.012| 4.076] 11.539 34.861

7 Technical and/or administrative assistance and expenditure in support of the implementation of EU programmes andfoactions ¢ < BA’ lines), indirect rese
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- Support expenditure
TOTAL appropriations Commitments | 35" | 210.000| 250.000| 521.200| 568.600| 494.600| 302.800| 302.800 2,650.000
for Chips Joint Undertaking under the
Horizon Europe programme Payments 22| 54.272| 116.292| 337.335| 451.264| 490.696| 401.908| 354.149| 444.083 2,650.000
B Digital Europe programme

Under the Digital Europe Programme, except for EUR 125 million to be implemented under InvestEU, EUR 1 525 million \plérpernited
by the Key Digital Technologies (future Chips) joint undertaking andsgiiteen operational and support expenditure as follows:

Chips Joint Undertaking 2021 2022 2023 2024 2025 2026 2027 ;(;)25; TOTAL
Operational appropriations
02 04 06 11- Digital Europe Programme- | Commitments (1a) 258.498| 432.340| 396.494| 214.450| 207.904 1,509.687
Chips joint undertaking - Operational
expenditure Payments (2a) 154.818| 310.700| 349.674| 276.800| 254.305| 163.389 1,509.687
Appropriations of an administrative nature financed from the envelope of specific programmes
02 04 06 11- Digital Europe Programme- | Commitments (1b) 0.702 1.360 2.206 2.250 8.796 15.313
Chips joint undertakingSupport expenditure =20 oo (2b) 0702 1360| 2206| 2250| 2295| 6.501 15.313
o Commitments | =21° 259.200| 433.700| 398.700| 216.700| 216.700 1,525.000
TOTAL appropriations
for Chips Joint Undertaking —2a42b
Payments 3 155.520| 312.060| 351.880| 279.050| 256.600| 169.890 1,525.000

The totaladditional appropriations pooled under Heading 1 to be implemented by the future Chips Joint Undertaking for the purpose of the
Chips for Europe Initiative amounts to EUR325 million, of which EUR 850 million under Horizon Europe and EUB% million under
Digital Europe. It will split between operational (Title 3) and support (Title 1 and Title 2) expenditure as follows:
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2021 2022 2023 2024 2025 2026 2027 2027 TOTAL
. Commitments 4) 0.792 1.535 2.489 2.538 9.924 17.277
Title 1 Payments (5) 0.792 1.535 2.489 2.538 2.589 7.335 17.277
. Commitments @) 0.301 0.584 0.947 0.966 3.775 6.572
Title 2 Payments (5) 0.301 0.584 0.947 0.966 0.985 2.790 6.572
. Commitments 4) 489.307| 700.182| 629.865| 270.996| 260.801 2,351.152
Title 3 Payments (5) 293.147| 517.342| 566.045| 407.126| 349.586| 217.905 2,351.152
Commitments =4+ 6 490.400| 702.300| 633.300| 274.500| 274.500 2,375.000
TOTAL appropriations

Payments =5+ 6 294.240| 519.460| 569.480| 410.630| 353.160| 228.030 2,375.000

The total appropriations to be implemented by the futu@hips Joint Undertaking under Horizon Europe and Digital Europe,
including appropriations covering former activities of the KDT Joint Undertaking that are not part of the Chips for Btiatpe In
amount to EUR 4 175 midin. It will be split between operational (Title 3) and support (Title 1 and Title 2) expenditure as follows:

2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 ;;’25; TOTAL

Commitments (4) 1.804 1.861 2.732 3.516 4.508 4.595 18.011 - 37.027
Title 1

Payments (5) 1.804 1.861 2.732 3.516 4.508 4,595 4.685 13.326 37.027

Commitments (4) 0.559 0.649 0.963 1.274 1.637 1.666 6.399 - 13.147
Title 2

Payments (5) 0.559 0.649 0.963 1.274 1.637 1.666 1.685 4,714 13.147

Commitments 4) 207.637| 247.490| 776.705 997.510| 887.155| 513.238| 495.090 4,124.826
Title 3

Payments (5) 51.909| 113.782| 489.161 758.534| 836.432| 674.696| 604.378| 595.933 4,124.826
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TOTAL appropriations

Commitments

=4+ 6

210.000

250.000

780.400

1,002.300

893.300

519.500

519.500

4,175.000

Payments

=5+6

54.272

116.292

492.855

763.324

842.576

680.958

610.749

613.973

4,175.000
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Heading of multiannual financial

7 ‘Administrative expenditure?’
framework

This section should be filled in using the 'budget data of an administrative nature' to be firstly introducédnexte the Legislative
Financial StatemerfAnnex V to the internal rules), which is uploaded to DECIDE for interservice consultation purposes.

EUR million (to three decimal places)

2021 2022 2023 2024 2025 2026 2027 TOTAL
DG CNECT

1 Human resources 1.125 1.125 1.125 1.125 1.125 5.625
1 Other administrative expenditure

TOTAL DG CNECT 1.125 1.125 1.125 1.125 1.125 5.625

TOTAL appropriations Total iments
under HEADING 7 (To‘za"’l‘pa;?nrgnmtge”s - 1125| 1.125| 1.125| 1.125| 1.125 5.625
of the multiannual financial framework

EUR million (to three decimal places)

2021 2022 2023 2024 2025 2026 2027 5(?25; TOTAL
TOTAL appropriations Commitments 709.627| 910.588| 821.895| 432.405| 431.110 - 3,305.625
under HEADINGS 1to 7
of the multiannual financial framework| Payments 421.813| 674.093| 738.438| 572.261| 504.728| 394.291 3,305.625
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3.2.2. Estimated output funded with operational appropriations

The indicative objects and outputs in the table below are first drafts, largely basled owlicators provided in Annex Il of the proposed
Regulation. More refined definitions are expected to become available in a later stage.

Commitment appropriations in EUR million (to three decimal places)

. Year Year Year Year Year
Indicate 2023 2024 2025 2026 2027 TOTAL
objectives

and outputs
75 Aver
_ Type age | 2! Cost | 2| Cost | Sl Cost | 2 cCost | 2 Cost Tﬁ:)al Total cost
E cost
SPECIFIC OBJECTIVE No 1 "™ Chips for Europe Initiative
Number of legal
- Output entities involved in 154.241 198.938 179.800 96.679 96.383 726.041
actions
Number of design tool
- Output developed/integrated 76.811 99.070 89.539 48.145 47.998 361.563
Amount ceinvested in
- Output design capacities anq 117.984 152.174 137.534 73.953 73.726 555.370
pilot lines
Number of users
- Output accessing desw_ln 95.818 123.584 111.695 60.059 59.875 451.030
capacities and pilot
lines

s Outputs are pragtts and services to be supplied (e.g.: number of student exchanges financed, number of km of roads built, etc.).
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Number of businesse
- Output using services of 65.080 83.939 75.864 40.792 40.667 306.343
competence centres

Number of persons

receivingtraining 43.914 56.639 51.191 27.525 27.441 206.710

- Output

Amount of investment]

- Output in the EU by 120.654 155.618 140.648 75.627 75.395 567.942
semiconductor

companies

Amount of investment

- Output in the EU by 34.000 39.500 34.500 8.500 8.500 125.000
semiconductor

companies

Subtotal for specific objective No 1 708.502 909.463 820.770 431.280 429.985 3,300.000

SPECIFIC OBJECTIVE No 2 “Security of supply?”

-Output | Number of application 0.500 0.500 0.500 0.500 0.500 2.500
for IPF/OEF assesse
Subtotal for specific objective No 2 0.500 0.500 0.500 0.500 0.500 2.500
SPECI FIC OBJECTIVE No 3 “Preparedness and Monitoring?”
Number of
-Output | ©rganisations for whic 0.625 0.625 0.625 0.625 0.625 3.125
supply chain data is
gathered
Subtotal for specific objective No 3 0.625 0.625 0.625 0.625 0.625 3.125
TOTALS 709.627 910.588 821.895 432.405 431.110 3,305.625
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3.2.3. Summary oéstimated impact on administrative appropriations

A The proposal/initiative does not require the use of appropriations of an
administrative nature

| The proposal/initiative requires the use of appropriations of an administrative
nature, as explained b&lo

EUR million (to three decimal places)

2021

2022

2023

2024

2025

2026

2027

TOTAL

HEADING 7
of the multiannual
financial framework

Human resources

1.125

1.125

1.125

1.125

1.125

5.625

Other administrative
expenditure

Subtotal HEADING 7
of the multiannual
financial framework

1.125

1.125

1.125

1.125

1.125

5.625

Outside HEADING 77
of the multiannual
financial framework

6

Human resources

Other expenditure
of an administrative
nature

Subtotal
outside HEADING 7
of the multiannual
financial framework

TOTAL

1.125

1.125

1.125

1.125

1.125

5.625

As this is a new initiative, there are no staff from the DG who are already assigned to management of
the action and who could therefore eployed within the DG. The human resources required

should therefore be met with an additional allocation which should be granted to the managing DG
under the annual allocation procedure and in the light of budgetary constraints.
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3.2.3.1. Estimated requirements of human resources

A The proposal/initiative does not require the use of human resources.

| The proposal/initiative requires the use of human resources, as explained below:

The table below is thadditionalstaff for the Chips JU as a result of the proposed Regulation.

Estimate to be expressed in full time equivalent units

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
1 Establishment plan posts (officials and temporary staff)
Other budget lines (specify): JU staff (TA) 3 5 8 8 8 8 5 4 2
1 External staff (in Full Time Equivalent unit: FTE) "
Other budget lines (specify): JU staff (CA) 3 7 10 10 10 10 10 10 4
Other budget lines (specify): JU staff (END) 0 0 1 1 1 1 0 0 0
TOTAL 6 12 19 19 19 19 15 14 6

XX is the policy area or budget title concerned.

As this is a new initiative, there are no staff from the DG who are already assigned to managemexttiohtbed who could therefore be redeployed within the
DG. The human resources required should therefore be met with an additional allocation which should be granted to thé>@aumadgn the annual allocation

procedure and in the light of budgetarymstraints.

The table below is thtal staff for the Chips JU as a result of the proposed Regulation.

7
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Estimate to be expressed in full time equivalent units

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
1 Establishment plan posts (officials and temporary staff)
Other budget lines (specify): JU staff (TA) 14 14 14 17 19 22 22 22 22 13 10
1 External staff (in Full Time Equivalent unit: FTE) 8
Other budget lines (specify): JU staff (CA) 16 16 16 19 23 26 26 26 26 26 26
Other budget lines (specify): JU staff (END) 0 0 0 1 1 2 2 2 2 0 0
TOTAL 30 30 30 37 43 50 50 50 50 39 36

Additional Commission staff as a result of the proposed Regulation consists of 5 FTEs Officials and 4 FTEs Contractdal Agents/ear of the

2027.
2021 2022 2023 2024 2025 2026 2027
- Establishment plan posts (officials and temporary staff)
20_01020](Headquarters and Commi 5 5 5 5 5
Offices)
- External staff (in Full Time Equivalent unit: FTE) 9
Other budget lines (specify): Commission staff (CA) 4 4 4 4 4
TOTAL 9 9 9 9 9
8 AC= Contract Staff; AL = Local Staff, END= Seconded National Expert; INT =@&gstaff; JPD=Junior Professionals in Delegations.
I AC= Contract Staff; AL = Local Staff; END= Seconded National Expert; INT = agency staff; Jitder Professionals in Delegations.
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As this is a new initiative, there are no staff from the DG who are already assigned to management of the action ardl tiwaiefoyeal be redeployed within the
DG. The human resources required should therefore be met wéithdétional allocation which should be granted to the managing DG under the annual allocation
procedure and in the light of budgetary constraints.

Description of tasks to be carried out:

Officials and temporary staff

Officials:

Temporary agents astaff of the joint undertaking:

Supervision of the Chipdoint Undertaking

Supervision of the correct implementation of the obligations set by the Regu
for private companies and Member States

Preparation and drafting of implementing and delegated acts, in complianc
this Regulation

Conducting inestigations, audits and other analysis, including data analytics

Administrative support to the European Semiconductor Board and organisat
meetings, preparation of opinions and other support to the Eurg
Semiconductor Board

See article 19 of the Council Regulation (EU) 2021/2085 establishing the
Undertakings under Horizon Europe

External staff

External staff at the European Commission:

External staff at the joint undertag:

Supervision of the Chips Joint Undertaking
Corducting investigations, audits and other analysis

Administrative support to the European Semiconductor Board and organisat
meetings, preparation of opinions and other support to the Eurg
Semiconductor Board

See article 19 of the Council Regulation (EU) 2021/2085 establishing the
Undertakings under Horizon Europe

EN
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3.2.4. Compatibility with the current multiannual financial framework

The proposal/initiative:

can be fully financed through redeployment within the relevant heading of the Multiannual

Financial Framework (MFF).

Amount
From line (EUR To Line
million)
01020301 European Innovation Council 300.000 earmarked
01 02 0230 Cluster Civil Security for Society 150.000 01020242
01 02 02 40 Cluster Digital, Industry and Space 400.000f 01020242
01 02 02 40 Cluster Digital, Industry and Space 400.000f 02040611
01020242 ?géiﬁr?glfgl;;(;ﬂiiEtrzgrllrdaer?tr;lgnzey Digital 500.000 earmarked
01 02 0250 Cluster Climate, Energy and mobility 300.000 01020242
Subtotal HE | Horizon Europe Programme 2,050.000
020301 Connecting Europe Facility (CEF)- Transport 250.000| 02040611
02030301 | Connecting Europe Facility (CEF)- Digital 150.000 020406 11
Subtotal CEF | Connecting Europe Facility (CEF) 400.000
02040110 Digital Europe programmeCybersecurity 60.000f 020406 11
02040111 | e hnology and Ressarch Competence cq  60000| 020406 11
020402 11 gic?ri:]‘:‘)'u'ﬁﬁg’j%?n'i’fr?ég:?;(ﬁ]:ig(ghﬁgf'%rgance 150.000| 02 04 06 11
02 04 03 Digital Europe programmeAirtificial intelligence 220.000| 020406 11
02 04 04 Digital Europe programmeSkills 60.000f 02040611
02 04 05 Digital Europe programmeDeployment 50.000f 020406 11
Subtotal DEP | Digital Europe programme 600.000
Total 3,050.000

requires use of the unallocated margin under the relevant heading of the MFF and/or use of

the special instruments as defined in the MFF Regulation.

Explain what is required, specifying the headings and budget lines concernedrrégponding amounts, and t
instruments proposed to be used.

ne

Amount
(EUR

To Line

EN



million)

- Unallocated margin Heading 1

250.000

020406 11

A requires a revision of the MFF.

\ Explain what is required, specifying the headings and budgetdorezrned and the corresponding amounts.

3.2.5. Third-party contributions

The proposal/initiative:
A does not provide for efinancing by third parties

| provides for the cdinancing by third parties estimated below:
Appropriations in EUR million (to three decimal places)

EUR million (to three decimal places)

2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 Total
Participating States 489.307| 700.182| 629.865| 270.996| 260.801| 2.351.152
TOTAL appropriations 489.307| 700.182| 629.865| 270.996| 260.801| 2,351.152
co-financed

Participating States are expected to contribute an amount to the additional operational expenditure that is
commensurate to the Union contribution.

Members other than the Union are not expected to contribute to the additional adminisb&tsvef the

JU.
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3.3. Estimated impact on revenue
The proposal/initiative has no financial impact on revenue.

A The proposal/initiative has the following financial impact:

A on own resources
A on other revenue

please indicate, if the revenue is assigned to expenditurélines
EUR million (to three decimal places)

Budget revenue line:

Appropriations
available for
the current

financial year

Impact of the proposal/initiati\§8

Year

Year
N+1

Year
N+2

Year
N+3

Enter as many years as necessary to s
the duration of the impact (see point 1.

For assigned revenue, specify the budget expenditure line(s) affected.

I

N

Other remarks (e.g. method/formula used for calculating the impaetvenue or any other information).

1.

2

ANNEX

to the LEGISLATIVE FINANCIAL STATEMENT

Name of the proposal/initiative:

Proposal for a Regulation of the European Parliament and of the Council establishing a framework of
measures for strengtheniBigu r ope’ s semi conductor ecosystem ( Ch;
Council Regulation amending Council Regulation (EU) 2021/2085 establishing the Joint Undertakings
under Horizon Europe

1 NUMBER and COST of HUMAN RESOURCES CONSIDERED NECESSARY

2.COST of OTHER ADMINISTRATIVE EXPENDITURE

3 TOTAL ADMINISTRATIVE COSTS

4 METHODS of CALCULATION USED for ESTIMATING COSTS

80 As regards traditional own resources (customs duties, sugar Jehiesgmounts indicated must be net amounts, i.e.

gross amounts after deduction28f% for collection costs.

EN



4.1 Human resources
4.2  Other administrative expenditure

This annex must accompany the legislative financial statement whiatethgervices consultation is launched.

The data tables are used as a source for the tables contained in the legislative financial statement. They g
for internal use within the Commission.
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1 COST OF HUMAN RESOURCES CONSIDERED NECES$\RY

A The proposal/initiative does not require the use of human resources

A The proposal/initiative requires the use of human resources, as explained below:
EUR million (to threedecimal places)

HEADING 7 Year 2021 Year 2022 Year 2023 Year 2024 Year 2025 Year 2026 Year 2027 TOTAL
of the multiannual financ
framework FTE | Appropriation FTE | Appropriation| FTE | Appropriation| FTE | Appropriation FTE | Appropriation| FTE | Appropriationf FTE | Appropriation FTE | Appropriation

- Establishment plan posts (officials and temporary staff)

20010201 AD 5 0.785 5 0.785 5 0.785 5 0.785 5 0.785 3.925
Headquarters and o

Representation offig

20 01 02 03dUnion AD
Delegations AST

. External staff!

200201and2002| AC 4 0.340 4 0.340 4 0.340 4 0.340 4 0.340 1.700
I External personiie END

Headquarters a
Representation offig  INT

AC

20 02 03 External AL
personnel - Union| END
Delegations INT

JPD

Other HR related
budget lingspecify

Subtotal HR®

HEADING 7 9 1.125 9 1.125 9 1.125 9 1.125 9 1.125 5.625

The human resources required will be met by staff from the DG who are already assigned to management of the actior &edtorédeployed within the DG, together if necessary with any additi
allocation which may be granted to the managingud@er the annual allocation procedure and in the light of budgetary constraints.

81 AC = Contract Staff; AL = Local Staff, END = Seconded National Expert; INT= agency 3®ddt: Junior Professionals in Delegations
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Outside HEADING

of the multiannual financia

framework

Year 2021 Year 2022

Year 2023

Year 2024

Year 2025

Year 2026

Year 2027 and

subsequent

TOTAL

FTE| Appropriation| FTE

Appropriation| FTE | Appropriation|

FTE | Appropriation|

FTE | Appropriation|

FTE | Appropriation

FTE| Appropriation

FTE

Appropriation

- Establishment plan posts (officials and temporary staff)

01 01 01 01 Indirg AD
Researdif
01 01 01 11 Direct Resear{ AST
Other (please specify)
. External staff®

AC

-at

END
External sta Headquarter

INT
from
operational AC
appropriation AL
(_ f or me|-in Un|(_)n END
lines). delegations

INT

JPD
01 01 01 02 Indirect Reseg_AC
01 01 01 12 Direct researc| END
Other (please spegﬁy) INT

Other budget lines HR rela
(specify

Subtotal HR® Outside
HEADING 7

82
83

84

EN

Please choose the relevantget line or specify another if necessary; in case more budget lines are concerned, staff should be differentiated by each tartmernial
AC = Contract Staff; AL = Local Staff, END = Seconded National Expert; INTa@gstaff,JPD= Junior Professionals in Delegations

Please choose the relevant budget lotespecify another if necessary; in case more budget lines are concerned, staff should be differentiated by each tartmprniaa



Total HR (all MFF
Headings)

9

1.125

9

1.125

9

1.125

9

1.125

9

1.125

5.625

The human resources required will be met by staff from the DG who are already assigned to management of the actioe aeéforddaployed within the DG, together if necessary with
any additional allocation which may be granted to the managing @ér tine annual allocation procedure and in the light of budgetary constraints.
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2 COST OF OTHER ADMINIS TRATIVE EXPENDITURE

é The proposal/initiative does not require the use of administragipeopriations
A The proposal/initiative requires the use of administrative appropriations, as explained below:

EUR million (to three decimal places)

HEADING 7
of the multiannual financial framework

Year |Q5

Year N+1

Year N+2

Year N+3

Year N+4

Year N+5

Year N+7

Total

At headquarters or within EU territory:

20 02 06 0AMission and representation expenses

20 02 06 0Xonference and meeting costs

20 02 06 0Committe&8

20 02 06 08&tudies and consultations

20 04 IT expenditure (corpo?gte)

Other budget lines #tR relatedecify where
necessajy

In Union delegations

20 02 07 0AMissions, conferencesrapdesentation
expenses

20 02 07 OZFurther training of staff

20 03 05 Infrastructure and logistics

Other budget lines #tiR relatedecify where
necessajy

Subtotal OtherHEADING
of the multiannual financial framework

85

the following years
86

87

EN

Specify the type of committee and the group to which it belongs.
The opinion oG DIGIT - IT Investments Team is required (see the Guidelines on Financing of IT, C(2020)6126 final of 10.9.2020, page 7)

Year N is the year in wibh implementation of the proposal/initiative starts. Please replace "N" by the expected first year of implementatiiar(ée:. @021)The same for




EUR million (to three decimal places

Outside HEADING

. . . Year 2021 Year 2022 Year 2023 Year 2024 Year 2025 Year 2026 Year 2027 Total
of the multiannual financial framework

Expenditure ¢echnical and administrative assiste
(not includirexternal staff) from operational
appropriations (former 'BA' lines):

- at Headquarters

-in Union delegations

Other management expenditure for research

Policy IT expenditure on operational progqaclmme

Corporate IT expenditure on operational pro@?ar

Other budget lines #tR relatedecify where
necessajy

Subtotal Othed Outside HEADING 7
of the multiannual finamciatework

Total Other admin expenditure (all MFF
Headings)

88 The opinion of DG DIGIT- IT Investments Team is required (see the Guidelines on Financing of IT, C(2020)6126 final of 10pag620,
89 This item includes local administrative systems and contributions to tfiracing of corporate IT systems (see the Guidelines on Financing of IT, C(2020)6126 final of
10.9.2020)

EN :



3 TOTAL ADMINISTRATIVE COSTS(ALL HEADINGS MFF)

EUR million (to three decimal places)

Summary Year 2021 | Year 2022 | Year 2023 | Year 2024 Year 2025 Year 2026 Year 2027 Total

Heading YHuman Resources 1.125 1.125 1.125 1.125 1.125 5.625

Heading 7 Other administrative expenditure
Subtotal Heading 7 1.125 1.125 1.125 1.125 1.125 5.625

Outside Heading Human Resources (Title 1 JU)

Outsidédeading 7 Other administrative expenditu
(Title 2 JU)

Subtotal Other Headings

TOTAL
HEADING 7 and Outside HEADING 7 1.125 1.125 1.125 1.125 1.125 5.625

The administrative appropriations required will be met byajyeropriations which are already assigned to management of the action and/or which have been redeployed, together if
necessary with any additional allocation which may be granted to the managing DG under the annual allocation procethedigimoofexisting budgetary constraints.
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4 METHODS OF CALCULATIO N USED TO ESTIMATE COSTS
4.1 Human resources

This part sets out the method of calculation used to estimate the human resources considered necessary
(workloadassumptions, including specific jobs (Sysper 2 work profiles), staff categories and the corresponding
average costs)

HEADING af the multiannual financial framework

NB:The average costs for each category of staff at Headquarters are available on BudgWeb:
https://myintracomm.ec.europa.eu/budgweb/EN/pre/legalbasi3Bagesmeparation.aspx

+ Officials and temporary staff

Fult i me equivalents multiplied by average costs

« External staff

Fulitime equivalents multiplied by averaget s (0 85 000)

Outside HEADIN®#the multiannual financial framework

» Only posts financed from the research budget

- External staff

4.2 Other administrative expenditure

Give details of the method of calculation used for each budget line
and in particular the underlying assumptions (e.g. number of meetings per year, average costs, etc.)

HEADING daf the multiannual financial framework

Outside HEADINGthe multiannual financial framework

11 EN
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