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Creating Helpful Incentives to Produce Semiconductors



CHIPS Act – White House press release – August 9, 2022

“In President Biden’s first year in 
office, the Biden-Harris Administration 
has implemented an industrial 
strategy to revitalize domestic 
manufacturing, create good-paying 
American jobs, strengthen American 
supply chains, and accelerate the 
industries of the future.  The CHIPs 
and Science Act makes the smart 
investments so that (sic) American to 
compete in and win the future.” 





Why Is the CHIPS Act  Important to the US Economy?
§ Only 2% of memory chip production is in the U.S.
§ Global semiconductor market is expected to grow nearly 9% per year 

through 2028, representing a $715 billion market
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Why Should Utilities Care about the CHIPS Act?

Large semiconductor fabs use as much as 
100 megawatt-hours of power each hour, 
which is more than many automotive plants 
or oil refineries do. In some markets, 
electricity can account for up to 30 percent 
of fab operating costs



Recent U.S. Semiconductor Fab/R&D Announcements
§ Samsung – Texas

§ TSMC – Arizona
§ Wolfspeed – North Carolina

§ Hemlock Semiconductor - Michigan

§ Intel – Ohio and New Mexico (new), Arizona and New York expansions
§ Global Foundries – New York

§ Texas Instruments – Texas







CHIPS Act Key Provisions
§ CHIPS for America Fund

• The US Commerce Department will administer the CHIPS for America Fund, which 
includes:
• $39 billion for an incentive program to develop domestic manufacturing capability
• $11 billion for R&D and workforce development

• Funds will be allocated over 5 years, through FY26.

§ Investment Tax Credit
• The CHIPS Act also establishes a hefty 25% tax credit for investments in 

semiconductor manufacturing. It covers manufacturing equipment, construction of 
manufacturing facilities, and the manufacture of specialized tooling equipment. The 
credit will be available for property placed in service after December 31, 2022, and for 
construction that begins before January 1, 2027. Taxpayers may elect to treat the 
credit as a payment against tax (“direct pay”).



CHIPS Act Key Provisions
§ The CHIPS for America Fund will be divided into two parts

• $28 billion in incentives funding will be available for large scale investments to establish domestic 
production of leading-edge logic and memory chips requiring sophisticated manufacturing 
processes

• $10 billion in incentives funding will be available for new manufacturing capacity for mature and 
current-generation chips, new and specialty technologies, and semiconductor industry suppliers. Its 
focus will be on chips used for defense sectors, automobiles, information and communications 
technology, and medical devices.

§ Structure and administration
• The incentives may be structured as grants, cooperative agreements, loan subsidies or loan 

guarantees. It is likely that projects will be funded in increments as milestones are achieved, but 
clawback terms are also included in the statute. It appears that the amount and funding type of 
financial assistance to be provided is discretionary. That said, federal investments in any individual 
project may not exceed $3 billion, except in specified circumstances, and loan and loan guarantee 
terms are not to exceed 25 years. The legislation stipulates that up to $6 billion may be used for 
direct loans and loan guarantees. Recipients may not use funds for stock buybacks or dividend 
payments. Applicants will need to demonstrate commitments to worker and community investments.

• Eligible entities will need to submit an application. A new CHIPS Program Office (CPO) to be formed 
within the National Institute of Standards and Technology (NIST) at the Department of Commerce will 
implement the incentives program.



CHIPS Act Key Provisions – Eligibility Criteria
§ Criteria for evaluating applicants

• Increase scale and attract private capital. The goal is to increase the number and scale of US facilities and encourage large-scale 
investments with long-term impact and economic viability. Applicants will need to commit substantial private capital and are 
encouraged to explore creative financing structures.

• Leverage collaborations to build out semiconductor ecosystems. Collaborations among industry, investors, customers, 
designers and suppliers are encouraged.

• Secure additional financial incentives and support. Applicants will need to show that they will receive state or local incentives. 
Different types of incentives will count toward this requirement, but there will be a preference for incentive packages with the
potential for spill-over benefits, that are performance-based, that have local support, and that maximize regional economic gains 
and competitiveness, not just benefit a single company.

• Establish a secure and resilient semiconductor supply chain. Projects that focus on information security, data tracking and 
verification and those that address supply chain risks will be prioritized.

• Expand the workforce pipeline to match increased domestic capacity workforce needs. The program will be seeking creative 
recruitment and training efforts and those that are inclusive of populations that have been underrepresented in the industry.
Partnerships among employers, training providers, workforce development organizations, labor unions, and others are encouraged. 
Programs providing paid training, experiential apprenticeships, and wraparound supports such as childcare and transportation are
mentioned specifically.

• Create inclusive and broadly shared opportunities for businesses. Plans that demonstrate how small and underrepresented 
businesses will be included in efforts supported by the CHIPS programs will be prioritized.

• Financial considerations. Detailed project and company financial data will be reviewed, including plans to ensure the facility 
remains competitive and viable, an analysis of how the Investment Tax Credit will impact the project, and other considerations.

§ The legislation also prioritizes projects that are in the economic and national security interest of the United States and 
includes terms specifying that entities may not engage in significant transactions involving expansion of semiconductor 
manufacturing in China or other foreign countries of concern.

https://smartincentives.org/what-are-the-chips-act-incentives/


CHIPS Act Key Provisions – Eligibility Criteria
§ Any facility built with CHIPS Act funding must follow Davis-Bacon prevailing 

wage requirements

§ Recipients must demonstrate “significant worker and community 
investments, including opportunities for small businesses and 
disadvantaged communities” 

§ Support equitable growth and development



CHIPS Act Key Provisions 
§ Most of the remaining $11 billion in the CHIPS for America Fund will be 

directed to the National Semiconductor Technology Center and National 
Advanced Packaging Manufacturing Program ($2.5 billion). It is likely that 
much of this money will be used to support the creation of regional 
innovation and technology hubs (up to 20 authorized – 3 hubs in each of 
the EDA regions)

§ Significant investment in STEM education and training from K-12 to 
community college to universities with an emphasis on “marginalized, 
under-served, and under-resources communities” - $200 million



Other CHIPS Act Provisions/Related Activities
§ Establish a sector-specific interagency expert working group to streamline 

permitting for high-tech manufacturing projects
§ President’s Council of Advisors on Science and Technology will issue a report 

this fall calling for:
• Forming a national microelectronics training network for semiconductor workforce 

development
• Foster innovation by reducing barriers to entry to startups
• Develop a “chiplet platform” to enable startups and researcher to more rapidly innovation 

at a lower cost
• Establish a national semiconductor research agenda with research and grant challenges
• Build the first “zettascale supercomputer”



Other CHIPS Act Provisions/Related Activities
§ $1.5 billion for promoting and deploying wireless technologies for interoperable 

radio access networks
§ $1 billion RECOMPETE pilot program at the U.S. Economic Development 

Administration to promote AI, advanced manufacturing and clean energy 
technology development and investment in distressed communities

§ Potential synergies by overlaying incentives from Inflation Reduction Act of 
2022 related to energy efficiency and renewable energy installations



“Science” related provisions of the CHIPs Act
§ Department of Energy “Science for the Future” program with a focus on clean 

energy, energy storage, biotechnology, carbon materials, nuclear technology, 
various DOE facilities

§ Advanced Scientific Computing Research Program
§ Fusion Energy Research
§ High Energy Physics projects
§ Accelerator and isotope research
§ High energy lasers
§ Expansion of NIST into biotechnology and biomanufacturing
§ Manufacturing Extension Partnerships expansion
§ National Science Foundation funding



CHIPs Act – Potential Pitfalls
§ Reconciliation of provisions to 

speed project permitting with new 
White House mandates for 
environmental justice and equity



How Do UEDA Members Help Their Communities?
§ Monitor and report on CHIPS Act developments and opportunities to economic 

development and community partners
§ Assess utility infrastructure to determine sites which could facilitate 

semiconductor related manufacturing and research

§ Develop and enhance regional education partnerships
§ Partner on efforts to attract a regional innovation and technology hub
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CHIPS Act Key Provisions – Key Dates and Resources

§ Notice of Funding Opportunity Expected February 2023
§ Federal Register

§ www.chips.gov

§ www.semiconductors.org
§ Arizona Commerce Connection weekly newsletter

http://www.chips.gov/
http://www.semiconductors.org/


Questions or Comments?
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