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Pioneering the open foundry business model in China, CSMC, together
with its subsidiaries known as the “Group”, provides IC manufacturing
services for a growing number of Chinese fabless design houses and
overseas integrated device manufacturers (“IDMs”). Founded in 1997,
CSMC Technologies Fab 1 Co., Ltd. (“Fab 1”), a wholly-owned subsidiary
of the Company, was the first and is now one of the largest open
semiconductor foundries in China. The Group is dedicated to provide high-
quality, cost-effective foundry services for a wide range of logic, mixed-
signal, high voltage, non-volatile memory (“NVM”) and electrically erasable
programmable read-only memory (“EEPROM”) CMOS ICs. Fab 1 features
a clean room spanning 6,051 square meters and has a production capacity
of 59,200 6-inch wafers per month (“wpm”; for the purpose of this report,
unless otherwise indicated, reference to 6-inch and 8-inch wafers are to

wafers of an average of 12 layers and 20 layers, respectively).

The Group currently targets the market for ICs manufactured with 3.0
micron to 0.35 micron process technologies on 6-inch wafers. The
management believes that this segment represents the mainstream
semiconductor market in China and offers greater growth opportunities,
fumed by rapidly growing consumer electronics manufacturing and
assembly facilities in China. The increasing migration of production
facilities to China coupled with an increasing demand for consumer
electronics, both for export and domestic consumption, will generate
sustainable demand for foundry services provided by the Group. In
addition, the Directors believe this mainstream segment enjoys less
volatile price swings and more stable margins than the leading-edge
semiconductor market segment, which changes rapidly and requires

significantly greater capital expenditures.
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CSMC's principal customers are the rapidly growing fabless design
houses in China, with which the Group has established strong partnership
over the years. Currently the Group’s customers include six of the top
ten largest Chinese fabless design houses. In 2004, the Company also
increasingly provided open foundry services to IDMs that outsource part
of their production. The Group’s ability to attract and maintain these end
customers is a result of close partnership with its customers and use of
proven technologies and total solutions to achieve fast cycle times, high

yields and production flexibility.

The Group is backed by an international consortium of strategic investors,
details of which have been set forth in the Prospectus. The Group has
benefited from the shared management experience, strategic guidance

and opportunity referrals provided by these investors.
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