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Reader’s guide

Report scope and profile
This is a report of how responsibly we have performed as a company in the calendar year 2008.

It covers all STMicroelectronics NV's activities and sites, unless otherwise stated. You can find details about ST's
structure and countries of operation in the chart on page 1.

For other information you can access reports from previous years at http://www.st.com/stonline/company/cr/reports/index.htm.
The name of our global organization has changed from Total Quality and Corporate Responsibility (TQCR) to Quality, Education
and Sustainable Development (QES). The Corporate Responsibility department is part of this organization.

Accessibility
This printed Corporate Responsibility Report details STMicroelectronics Corporate Responsibility performance and shows how
our company integrates Sustainable Excellence in its strategy and daily activity.

As with previous reports, we have presented some concrete examples from sites, regions, product groups and central organiza-
tions to illustrate not just our performance but also the challenges we face, and the growing company-wide awareness of
corporate responsibility this reflects.

These lessons and experience gained from these examples are relevant not just to the sole country or site explicitly detailed.
Often, there is a company strategy and each year, we select some specific examples to illustrate it and involve ST sites and
organizations.

The report is published in English only.

This report is printed and is also accessible on the web and can be downloaded in PDF format at http://www.st.com/stonline/
company/cr/reports/index.htm. Our website has been significantly updated, providing new

information about our Corporate Responsibility strategy and performance.

Materiality

In order to define material issues of most relevance and interest for our audience, for the past two years we have organized
specific sessions to get feedback from our stakeholders:

we took into account spontaneous feedback (email, web requests);

we organized 11 phone interviews with external stakeholders (including customers, business partners, academics,
SRI'analysts, government, the Corporate Responsibility community and major companies);

we have conducted regular follow-up sessions on rules and regulations;

we have conducted high-level benchmarking;

we have interviewed ST's Vice Presidents involved in the key issues linked to Sustainable Excellence;

we have launched a successful internal survey, with around 228 managers giving us their feedback;

we have kept track of, and tried to anticipate, the rules and regulations being put in place at worldwide level.

For more clarity, we have decided to publish a special focus to show how we have defined our material issues (pages 4 and 5).

We are aware that the Disclosure on Management Approach for each section is very important to help you understand how we
manage material issues and potential risks. As our management approach is very stable and does not need an annual update,
we have decided to publish it, in some detail, on the web only.

See more on www.st.com/stonline/company/sd/index.htm

Assurance

As in previous years, Bureau Veritas Certification has provided assurance services to us, including verifying all our Social, Envi-
ronment Health and Safety indicators.

Auditing by Bureau Veritas Certification takes place at two levels in the company. First, the auditing team verifies data collection
and consolidation processes by checking corporate level data. Second these figures are verified at a given local site. Each year
we choose a different site, and in 2008 the Tours site, France, was audited.

This is a good method for us to check the relevancy and accuracy of processes in place and so to guarantee data integrity.

You can find details of our verification processes on page 64

Adherence to GRI and the UN Global Compact
+| This report is prepared and presented in accordance with the 2006 Global Reporting (GRI) G3 Guidelines, with an A+
self-declared rating checked and confirmed by GRI. If G3 indicators are not applicable or relevant to us we explain why
we do not report on them either in the text and/or in the indicator index in the html version of this report. We use our
own indicators to respond to or to supplement GRI indicators (see below).We also endorse the principles of the United Nations
Global Compact. This report describes actions we have taken to implement these principles, and serves as our Communication
on Progress.

On the back cover flap, there is an index that links GRI, Global Compact and ST indicators to related information in this report.
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Indicators and use of symbols

Where relevant, we have used our
own company indicators to give

a complete and accurate picture
of our performance. These are all
prefixed “ST". Also, we have
identified a number of Key
Performance Indicators (KPIs),
which are shown as ©.

A detailed table on the inside back
cover page provides a summary
of the results of all KPIs for the
current year.

We have used a few symbols to
illustrate:

- the level of achievement of
our objectives

In progress
Target achieved

No progress

High level objectives are all spe-
cified on page 4 and are detailed
in sub-level objectives in each
section of the report;

- references to the web

- references to another page in
the report itself [}

- references to our Environment,
Health and Safety Decalogue

Give us your feedback

We are committed to improving
both our Corporate Responsibi-

lity Performance and the ways we
communicate with our stakeholders.
We encourage contributions and
debate from all stakeholders and
welcome feedback on the content
and presentation of this report - as
well as suggestions for next year.

In order to get your feedback, we
have developed an online form,
available at
http://www.st.com/stonline/
company/sd/contact.htm, please
do not hesitate to use this for any
comments.

Of course, you can also contact us
directly at corporate.responsibility@
st.com or contact:

Kate Rigge

STMicroelectronics

Corporate Headquarters

39, Chemin du Champ-des-Filles —
CP21

CH-1228 Geneva - Plan-Les-Ouates
Switzerland
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R&D

Conception Manufacturing

Suppliers Design Front-end

We have built strong
partnerships with
many suppliers and
subcontractors from
whom we purchase raw

materials, equipment, S| | |CO n

energy, gas, chemicals

and services. | N g Ot

New products conception is
the result of several steps, the
design of the architecture and
electrical layout, electrical and
logical simulations, drawing of

components and generation of

reticles (circuit drawings).

The manufacturing of
chips is a process of
around 400 separate
stages in several
workshops. Starting
with a plain silicon

wafer, the Front-end Wa fe r

manufacturing results

in the etching of several pl’OCeSS| ng

hundreds to thousands

dice, depending on the
end product and the
used technology.

creation

B STR&D and Manufacturing

: January
C h a n g e I n ST acquires Genesis Microchip, strengthening its

position as a semiconductor technology leader

ST S CO pe in the consumer electronics market.

Number of Genesis employees involved: 663

i n 2 OO 8 Countries where employees are based:

US, Canada, India, Singapore, China, Korea,

RS
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Final application
of our products

ST’s sales are well balanced

[ ]
h between the industry’s five major
e a C | p high-growth sectors:

. “ *. Communication
Assembly Business

line & final customer
test Back-end

The dice are cut from the silicon
wafer before being assembled in a
package. The chips are then tested
prior to delivery to the customer.

We offer a broad range
of products and we serve
a wide range of custo-
mers that are leading
companies in the fields =% .
of communications, . \ 5 Automotive
consumer goods, C h | p .

automobile manufacture,
computers and other
industry sectors.

Industrial

Assembly
& test

March July

STMicroelectronics, Intel and Francisco Partners STMicroelectronics and NXP merge wireless businesses
create Numonyx in Flash memory segment. to expand product breadth and boost innovation.
Number of ST employees involved: 4,132 Number of ST employees involved: 2,681

Countries where employees are based: Countries where employees are based:

Italy, Singapore and Malaysia Belgium, Brazil, Canada, China, Czech Repubilic, Finland,

France, Germany, India, Ireland, Italy, Japan, Korea,
Malaysia, Mexico, Morocco, Netherlands, Norway,
Philippines, Portugal, Singapore, Sweden, Switzerland,
Taiwan, Turkey, UK and USA

nUMoONyX"

founded by Philips



ST ata glance

ST has two kinds of manufacturing sites: Front-end and Back-end

Back-end sites perform assembly, packaging and testing functions. The
individual silicon ‘die’ or rectangles are cut from the wafers and the die are then
sealed with wire connections into the ‘package’ or box that connects the chips
to an electronic device. The chips are then tested to ensure quality and proper
performance.

The Front-end sites produce transistors and integrated circuits on silicon’
wafers’ through a series of complex processes that enable the silicon to control
and elaborate electronic signals. The thin slices of silicon range from

5to 12 inches in diameter, with more advanced technology being required to
produce the larger diameters.

Q For more information on ST’s company profile,
see www.st.com/stonline/company/index.htm

7 8 sales offices in 36 countries

Asia Pacific

« Australia « India

e Indonesia « Korea
 Malaysia « New Zealand
« Pakistan « Philippines

« Singapore « Thailand

Americas

* Argentina © Brazil * Canada
* Mexico * Puerto Rico

1 4 main manufacturing sites

* United-States of America
* Venezuela

Front-end - Sales - Design and
application centers « Advanced R&D
centers - Warehouse

» Viethnam

Front-end - Back-end

« Design and application centers
« Advanced R&D centers - Sales
«Warehouse

Europe, Middle East & Africa

* Austria ® The Republic of Belarus

* Belgium ¢ Bulgaria ® Czech Republic
* Egypt © Estonia ® Finland © France

* Germany ® Greece ® Hungary

e Ireland ® Israel « Italy ¢ Latvia

Japan

Design and application
centers - Sales - Warehouse

Greater China

- Beijing « Hongkong
«» Suzhou « Shanghai
= Shenzhen - Taipei

Back-end « Design and application
centers « Sales

e Lithuania * Malta ®* Morocco

* The Netherlands ® Norway

* Poland © Portugal ® Romania

* Russia ® Slovakia  Slovenia

* Republic of South Africa ® Spain

* Sweden ¢ Switzerland © Tunisia

e Turkey ® Ukraine ® United Arab Emirates
* United-Kingdom

Front-end « Back-end « Design and application centers
« Advanced R&D centers - Sales - Warehouse

Approximately E0,000 employees

] 6 advanced research and development units 3 9 design and application centers

Although reasonable efforts have been made to ensure the consistency of the summary financial information for the year 2008 in this report with ST's financial reporting, reliance should
only be placed upon the complete financial reporting contained in ST’s Annual Report on Form 20-F for the year ended December 31, 2008, as filed with the SEC on

May 13, 2009, which can be found at www.sec.gov.

Some of the statements contained in this report that are not historical facts are statements of future expectations and other forward-looking statements (within the meaning of Section
27A of the Securities Act of 1933 or Section 21E of the Securities Exchange Act of 1934, each as amended) based on management’s current views and assumptions and involve known
and unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those in such statements. Certain such forward-looking statements
can be identified by the use of forward-looking terminology such as “believes’,"may", “will’, "should’, “would be" or “anticipates”or similar expressions or the negative thereof or other
variations thereof or comparable terminology, or by discussions of strategy, plans or intentions. Some of the relevant risk factors are described in “Item 3. Key Information — Risk Factors”
included in our Annual Report on Form 20-F for the year ended December 31, 2008. We do not intend, and do not assume any obligation, to update any information or forward-looking
statements set forth in this report to reflect subsequent events or circumstances.
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Vision and strategy | Company performance

I 2008 was another milestone year for STMicroelectronics.

Over the last couple of years, we have resha-
ped the company into a leaner, faster, more
innovative and powerful competitor in the
world’s semiconductor arena. Growing sales and
becoming a member of the $10bn club was
quite an achievement for 2007; but the more
recent business and strategic initiatives are even
more important:

the divestiture of our Flash memories activities
and the creation of Numonyx;

- the agreement signed with Nokia in the field
of 3G technology;

the agreement signed with IBM to collaborate
on 32 and 22 nanometers CMOS technologies;

- the broadening of our expertise in the digital
consumer area with the acquisition of Genesis;

- the joint venture with NXP, to be followed by
the merger of ST-NXP Wireless with Ericsson
Mobile Platforms, creating a new powerful
leader in the field of Wireless technology.

We are proud of these achievements, but we
have a clear understanding of the forces which
are reshaping the microelectronics industry, and
most importantly we know that we are facing
an unprecedented financial and economic
storm. In this turbulent period we will maintain a
course and strategy based on four axes:

- develop market share through innovative new
products and new market segments — our
target is to grow faster than the market, which
is what we did in the last few quarters,
reaching our record level of 4.3% at the end
of 2008;

« develop and re-focus our product portfolio,
including through selected acquisitions and
divestitures, as we have done in the last couple
of years;

« simplify our manufacturing structure and
evolve towards an asset-lighter configuration;

- improve our operational and financial
performance, with a strong focus on cash-flow
generation.

In the sustainability area, we are also proud of

our achievements in 2008:

- we have decreased our energy consumption

per unit of production by 5% compared to

2007, and this consumption now represents

less than 49% of its 1994 level - the energy we

save each year is equivalent to the consump-
tion of a town of 400,000 people;

we have made outstanding progress in the

reduction of our CO, emissions, which

now represent only 68% of what they used

to be in 2005, in absolute value, while our pro-

duction volume increased by 4% over the

same period;

- we have again improved our safety perfor
mance, with a 21% decrease of the number of
incidents compared to 2007, and of course no
fatalities — this represents a 61% improvement
since 2002, and we are now at the top level in
the industry;

.

This report has been prepared following the GRI G3 Guidelines. It represents a balanced and reasonable presentation
of our organization’s economic, environmental and social performance.
And it demonstrates our commitment to the UN Global Compact, to which we have been a signatory since 2000.

Foreword by

Carlo Bozotti, President
and Chief Executive

Officer

- our health plan is now fully implemented
and offers to each and every ST employee,
everywhere in the world, the same complete
medical cover — over 17,000 people had at
least one medical examination in 2008, brin-
ging the total to more than 41,000 people in
the last two years.

Today, in the midst of the worst economic crisis
in decades, we believe that the financial and
economic world needs stronger governance; we
believe that a longer-term vision is an absolute
must to support robust economic growth. Sus-
tainable capitalism cannot be based on short-
term strategies and unrealistic expectations.

We at ST, have a long-term vision, through our
unwavering commitment to Sustainable Excel-
lence. We deploy, at all levels of the organization,
hundreds of programs for sustainable deve-
lopment, quality improvement, cost reduction,
innovation, market share, health and safety, and
many more; but we know that, at the end of
the day, the heart of our performance lies in our
people, in their engagement and in the sharing
of our company values: Integrity, People and
Excellence. They are the common framework
which gives consistency to all our actions, the
key enablers that will allow ST to emerge from
the current economic turmoil stronger than
ever.

Carlo Bozotti
President and CEO of STMicroelectronics
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Our approach to materiality

| ST is committed to act as a responsible and ethical company:.

STMicroelectronics has always been strongly
committed to Corporate Responsibility, and

in the early 1990s was one of the first multi-
national companies to implement a policy of
environmental responsibility. ST has published
its Environmental Health & Safety Decalogue,
which sets targets far beyond any legal requi-
rements. The company’s progress in meeting
these targets is closely monitored.

Our vision of stakeholders’ engagement
Sustainable Excellence is ST's vision of creating
sustainable value for stakeholders — customers,
employees, shareholders, local communities
and society at large — over the long term while
respecting its fundamental principles. This
includes economic, ethical and social factors,
as well as environment, health and safety, and
product responsibility.

Internal conviction is crucial but to define our
key Corporate Responsibility issues we pay
particular attention to our stakeholders:

- what do they expect from us?
+ how do we impact them?
« how do they impact us?

This approach is key for ST's global performance
in the context of continuous improvement and
to contributing to sustainable development at
a global level.

Our key CRissues

- Responsible corporate governance and finance

+ Business ethics and compliance

- Coherent internal deployment of CR programs

- Inclusion in extra-financial indices

+ Human rights
- Diversity and equal opportunities
- Employee engagement and employability

- Employee well-being

Health & Safety

- Employee health and safety

N

Our Principles for Sustainable Excellence, laun-
ched in 2006, fully support the implementation
of this approach within the whole company.
This code of conduct refers to all our stake-
holders and requires all people working in ST,
without exception, to consider business ethics,
respect of human rights, a sense of responsi-
bility towards all our stakeholders and respect
of the environment as matters of personal
integrity.

To address Corporate Responsibility issues, ST's
Quality Education and Sustainable Develop-
ment (QES) organization maintains contact
throughout the year with ST's stakeholders,
internal and external. Through this process, sta-
keholders can give their thoughts and feedback
on the company’s CR performance, and we
engage and communicate with ST employees
on CRissues. It provides the company with an
opportunity to respond to stakeholders’general
expectations of ST's strategy.

On an annual basis, through ST's Corporate
Responsibility Report, our objective is to com-
municate ST's stance on key CR issues and share
performance and results.

- Climate change

How do we engage with our internal
stakeholders?

The Corporate Responsibility team works in
close collaboration with a network of Sustai-
nable Excellence (SE) Contacts responsible for
overseeing implementation of the SE strategy
at a local level. These contacts and other SE
sponsors in organizations and from major sites
are also invited to attend quarterly SE Council
meetings to share performance data and
participate in discussions about developing
corporate and local programs. These meetings
provide the opportunity to collect feedback
from the field, to provide support when needed
and to share examples of good practices.

Each year, following the publication of the Cor-
porate Responsibility Report the CR department
also carries out an e-survey, accessible to all ST
employees, via our SE Contacts. The e-survey
includes questions about the content and
format of the report, asking for comments and
suggestions. The results of this survey are then
shared during the SE Council meetings.

The CR department also collaborates closely
with the Environmental Health and Safety,
Purchasing, Sourcing, , Human Resources, Sales,
Finance and Compliance departments and
product groups to provide support, guidelines
and information on a wide range of issues and
to work together on strategic projects.

- Management of hazardous substances

- Pollution

- Consumption of resources

Product responsibility

- ST products’contribution to energy savings

- ST products’ contribution to social issues (health, privacy,

quality of life)

- Ensure high quality products

Supply chain management

- Monitor/ensure CR standards (following EICC standards) within our

supply chain

o RESDOHSE to customers requirements



How do we engage with our external

stakeholders?

The QES organization, including the CR de-

partment, maintains links with many external

stakeholders, keeping them informed about
relevant matters of interest, in a number of
different ways:

- participation in conferences, participation
in industry organizations, and meetings with
governmental authorities, NGOs, etc;

« ST membership in associations and
organizations;

For more details, see text-hox
- response to customer requirements;
For more details, see page 61
- trade shows;
- extra-financial assessments and contact with
rating agencies;
- investor relations and road shows;

- external interviews with a panel of represen-
tatives of all of our stakeholders, once a year,
to get their feedback on the CR report and
ST's CR activities;

- online feedback form about the CR report
and ST's CR activities;

- regular benchmark analyses on specific
issues and one annual global benchmark
analysis on CR in general;

- external audits (ISO 14001, OHSAS 18001,
ISO/TS 16949 and CR data reporting);

- monitoring of regulations and external
standards.

Information from this dialogue is used to:
- identify key trends and upcoming issues;
« benchmark our CR performance;

- define and design new programs, and
improve existing ones;

- make suggestions to internal organizations
and sites for new short-, mid-or long-term
CR programs and targets;

- communicate better with our stakeholders,
keeping them informed about ST's initiatives
and results.

A closer look at our stakeholders

Government
Organizations

Employee
representatives

Laboratories
and Academic
Community

Financial and
Extra-Financial
Communities

Corporate
Responsibility
and Environmental
Communities

Business
Community

Media

ST membership

in associations and
organizations 14.13
» Syndicat des Industries de Tubes

Electroniques et Semiconducteurs

(SITELESC micro & nanoélectronique)

« European Semiconductor Industry
Association (ESIA)

« World Semiconductor Council (WSC)

« European Round Table of

Industrialists (ERT)

» Electronic Industry Citizenship
Coalition (EICC), (board member)

« Entreprises pour les Droits de
I’'Homme (EDH)

« European Foundation for Quality
Management (EFQM)

« CSR Europe

Non

Governmental
Organization

Local
Communities

ST key stakeholders who are
in daily direct contact with the
company

Other stakeholders who can
also affect or be affected by
company'’s actions and
decisions
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Performance versus objectives in 2008

) onk
@ Target achieved ¢ 1 Inprogress No progress
A

Company

Economic

Social

Health & Safety

Environment

Product
Responsibility

Supply chain

.

.

Maintain awareness of Corporate Responsibility throughout the company
Ensure company values and Principles in our strategic decisions
Ensure compliance of management population with rules for Integrity

Ensure a robust link between corporate and local governance structures

Satisfy shareholder expectations through financial and non-financial performance
Create economic value for stakeholders

Create the conditions for sustainable innovation

- Support the company in adapting to its surrounding dynamic context

- Ensure dynamic career progression, life-long learning and employability to meet employee

and company needs

- Ensure employee empowerment and engagement

- Ensure diversity and equal opportunities

- Proceed to deeper integration of human rights issues in and beyond ST

- Engage proactively with local community and society to create mutual value

.

.

Ensure a safe and healthy workplace

Give all employees access to the same level of medical care

Maintain top class management systems for environment

Contribute to company efficiency and financial performance

Continuously improve our eco-footprint according to our Decalogue targets
Progressively achieve carbon neutrality

Anticipate and respond to customer and legislative requirements for the environment

Comply with our Principles and values to develop responsible products that contribute to society

Proactively comply with environmental regulations and customer requests when managing chemical

product and process quality

Continuously reinforce our product and process quality

Focus on designing eco-efficient products

- Continuously aim to satisfy and exceed our customers’ Corporate Responsibility requirements

- Achieve efficient and socially and environmentally beneficial partnerships with our suppliers

and subcontractors

- Actively contribute to the EICC initiative by supporting our suppliers and subcontractors

in reaching compliance

D You will find further details on these objectives in each specific section of the report in the performance overview part.
Each objective is detailed in sub-level objectives with the results and level of performance achieved.
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Significant events 2008

January

- STMicroelectronics completes its
acquisition of Genesys Microchip,
strengthening its position as a semi-
conductor technology leader in the
consumer electronics market.

;*"I}EN[SIS

DISPLAY PERFECTION

February

- ST and Freescale deliver first silicon from their partnership in the auto-
motive sector for car engine, body, instrumentation and safety/chassis
applications.

March

- ST, Intel and Francisco Partners
complete the deal to create
Numonyx, operating in the flash
memory sector.

April

- ST inaugurates a new headquar-
ters for the Greater China region
in Shanghai.

- ST and NXP announce a plan to
merge their Wireless businesses to
expand product breadth and
boost innovation.

SYSTEM@TIC

e Fole de compétitivitd

June

- ST joins the Num@tec Automotive Consortium, an initiative launched
by the System@tic Paris-Region Competitiveness Cluster.

+ ST wins the European Prize for Mobility Management for its lea-
dership in sustainable excellence and efforts to encourage alternate
modes of transport.

July

- ST and NXP complete the deal
creating a new Wireless semi-
conductor company.

October

ST-NXP Wireless

August

« Ericsson and ST announce a plan
to create a joint venture to launch
the world leader in semiconduc-
tors and platforms for mobile
applications.

- ST and the Waseda University Humanoid Robotics
Institute, a global leader in state-of-the-art robotics
research, announce the development of a high-

performance two-wheel inverted pendulum robot,

promoting innovation in humanoid robotics and

medical fields.

November

- ST and INRIA (the French national institute for research in computer
science and control) sign a strategic Partnership Agreement for Next-

Generation Embedded Systems.

December

- ST and LG Chem unveil details
of new automotive battery pack
that extends the potential of
electric and hybrid electric vehi-
cle (HEV), reducing both

petrol consumption and CO,
emissions.

- Greater Noida (design and de-
velopment center in India) is the
first ST site to obtain the

ISO 27001 certification in
Information Security relating to
preservation of confidentiality,

integrity and availability of infor-
mation in all its forms.

- ST is ranked top sustainable
company in the Paris CAC 40 for
governance, social and environ-
ment issues.

- Following a year of important
new product introductions in
the MEMS field, including several
innovative motion sensors for
mobile applications, market
analyst iSuppli placed ST as

the leading supplier for MEMS
devices in consumer and mobile
handset applications.
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2008, a rich year for IME

Loic Lietar,
Corporate Vice President,
Corporate Business Development

STMicroelectronics’strategy hasn't changed.

[t remains committed to fully own and run its
business, aiming at leadership in multimedia
convergence and power applications. This
being said, we have recognized that leadership
in some key market segments requires a level
of sales that we could not achieve organically
as the industry matures and its long-term
growth rate decreases. Hence the transforming
ventures the company has recently completed
in Flash and Wireless, which give to those busi-
nesses the size and the technology leadership
they require to successfully compete while
remaining part of the ST group. Those have
been pragmatic answers to strategic challenges
and not an altering of strategy.

Executing such transactions is an in-depth and
rather lengthy process. The Flash memory spin-
off and the Wireless joint venture each took the
ST management team more than two years
from the initial strategic diagnosis, the explora-
tion and the assessment of the options to the
selection of an actionable strategy and then its
execution. And beyond business, finance and
legal considerations, the management team
clearly had Corporate Responsibility in mind
when evaluating their options.

Building on its long history of alliances with
strategic customers, ST has developed a strong
capability in also partnering with competitors
to build mutual competitive advantages. This
capability has been instrumental when concei-
ving and executing new ventures.

and dCQO

Taking advantage of period of consolidation in the
semiconductor industry, in 2008, ST has conducted a very
rich activity in terms of merger and acquisition. What does
this mean for our strategy and business perspectives?

For each, we had to share a common vision
with our partner, understand and accept each
other’s boundary conditions, develop a plan to
combine as efficiently as possible our respec-
tive human and technological assets and, not
least, to agree on a joint system of corporate
governance.

Itis easy to underestimate the enormous

and complex task the establishment of those
ventures represents in term of infrastructure
and financial reporting. Our teams, on top of
their usual duties, have done an outstanding
job here in enabling the new companies to be
operating competitively on time.

How did this activity take place and what
are the business perspectives?

» On 25 January 2008, ST announced that it
has performed all necessary steps to complete
its acquisition of Genesis Microchip Inc. and had
therefore concluded the acquisition.

Through this acquisition, ST expects to expand
its leadership in the US$1.5bn digital TV market,
one of the fastest growing segments in consu-
mer semiconductors. Genesis Microchip will
enhance ST's technological capabilities for the
transition to fully digital solutions in this seg-
ment and strengthen its product and intellec-
tual-property portfolio.

+ At the end of March 2008, ST, along with Intel
and Francisco Partners, announced the esta-
blishment of the Numonyx joint venture.

Numonyx will be the industry’s largest supplier
of NOR flash memory and a leader in non-vola-
tile memory solutions with a substantial patent
portfolio. Intel, Francisco Partners and ST intend
for Numonyx to hit the ground running, with
an energized and independent work force,
substantial intellectual property, modern and
well-equipped manufacturing facilities, and a
broad and diverse customer base.

ST participation

in the joint venture: 48 6%

gl
Uisitions

» On 28 July 2008, NXP — the independent
semiconductor company founded by Philips
—and ST completed a deal bringing together
key Wireless operations of both companies into
ST-NXP Wireless.

The joint venture started operations on

2 August. Launched as a solid top-three indus-
try player with a complete Wireless product and
technology portfolio, it is a leading supplier to
major handset manufacturers who together
ship more than 80% of all handsets. ST-NXP
Wireless will be among the few companies with
the Research and Development scale and ex-
pertise to meet customer needs in 2G, 2.5G, 3G,
multimedia, connectivity and all future Wireless
technologies.

ST participation

in the joint venture: 80%

» On 20 August 2008, ST and Ericsson
announced an agreement to merge Ericsson

Mobile Platforms and ST-NXP Wireless into a
joint venture.

The joint venture has the industry’s stron-

gest product offering in semiconductors and
platforms for mobile applications and will be
an important supplier to Nokia, Samsung, Sony
Ericsson, LG and Sharp. The fabless joint venture
(without any production unit) will employ
almost 8,000 people with pro-forma 2007

sales of US$3.6bn. ST exercised its option to
buy NXP’s 20% stake in ST-NXP Wireless before
closing the transaction.

ST participation
in the joint venture: 5 O%



Looking forward to 20009. ..
and beyond

In the last couple of years, there have been many
challenges for the world economy and for ST.

A time for partnerships, mergers and
acquisitions

ST has considerably evolved, through carefully
selected divestments, acquisitions, agreements
and partnerships. These include:

merger of our Flash memories activities with
Intel's in Numonyx;

.

finalizing an agreement with Nokia regarding
3G Wireless modem technology;

- collaboration with IBM on on 32 and
22 nanometers CMOS manufacturing
processes and other related technologies;

- developing expertise in the digital consumer
marketplace with the acquisition of Genesis
Microchip;

- establishing a new position as a leading
player in Wireless technology by first creating
a joint venture with NXP and then, in 2009,
to form ST-Ericsson, a 50/50 joint venture
with Ericsson.

These are milestones that truly mark the
evolution of ST.

Major challenges

At a global level, we are facing considerable
challenges. Some have been around for the
past few years, but others are new and need to
be adapted to quickly.

+ Aslow-down in the long-term structural
growth of the semiconductor market, which
has declined from double-digit average to
single-digit average over last few years.

- Strong development of new applications in
areas such as Wireless communications, solid-
state storage, digital TV, video products and
medical applications.

- Convergence between Wireless, consumer
and computer applications.

Evolution of the customer base from original
equipment manufacturers (OEM) to a mix of
OEM, electronic manufacturing services pro-
viders (EMS) and original design manufactu-
rers (ODM).

- The growing importance of the Asia-Pacific
region, including China and other emerging
countries. They are the fastest growing
markets, but also countries where social or
human rights issues are of concern.

Uncertainty in the global financial markets
and the economic recession in several major
countries, which makes it extremely difficult
to accurately forecast product demand.

The US dollar exchange rate, which has been
improving lately, but still represents a serious
vulnerability for ST, as most of our product
prices are quoted in US dollar while a big
portion of our costs is denominated in euro.

- Climate change issues are now on everyone's
agenda, but the implementation of appro-
priate corrective actions/programs may not
be so straightforward.

Our company vision is unchanged: our aim is to
be the undisputed leader in both multimedia
convergence and power applications.

Our strengths

- We are a pioneer and leader in System-on-
Chip solutions and we have a very diverse
portfolio focusing on high-growth applica-
tions and market segments. We enjoy a very
solid customer base having built strong par-
tnerships over the past 20 years. Additionally,
we continue to develop strategic alliances
with new world-class customers.

We have leading technologies, powerful
intellectual property and a wide-ranging
patent portfolio.

+ Our financial position is very strong.

- Our management team is experienced, moti-
vated and cohesive.

+ We have developed a winning corporate
culture committed to Sustainable Excellence.

Our strategy

ST's strategy can be summarized very simply:
increase our sales, optimize our manufacturing
infrastructure, be a technology leader, control
our costs, provide innovative and top quality
products, act responsibly through our commit-
ment to sustainable development and invest in
our people to prepare the future.

The key elements of our strategy are:

+ broad and balanced market exposure;

- product innovation;

- customer-driven initiatives;

- integrated presence in key regional markets;
« manufacturing infrastructure;

- research and development partnerships;

- product quality excellence;

- sustainable development;

- education.

Our short-term priorities
We have four key priorities for 2009:

« improve our competitiveness as we execute
our plan concerning the Wireless joint
venture with Ericsson Mobile Platforms;

- reduce our costs by over US$700m from our
fourth quarter 2008 cost base;

+ advance our asset lighter strategy focused on
careful management of capital investments;

- provide innovative products that will support
our momentum to gain market share.
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orporate
goverr

STMicroelectronics is
committed to implemen-
ting high and commercially
accepted standards of
corporate governance at
all levels.

Our company’s policies and procedures are
upheld by internal controls that are regularly
audited and reviewed to ensure their
effectiveness.

Good governance principles

Our Supervisory Board supports the Principles
for Sustainable Excellence, which also serve as
the company’s Code of Conduct. The Princi-
ples are communicated to all employees at ST

10

and we are committed to ensuring that high
standards of corporate governance are imple-
mented and maintained throughout in order
to enhance both shareholder value in the short
term and the long-term value of the company.

These Principles and practices, supported by
existing internal controls processes, are regu-
larly audited and reviewed, to ensure trans-
parency and accountability. The Supervisory
Board Charter, as adopted by the Supervisory
Board, spells out clearly the key business prac-
tices and authority that govern the way the
company conducts its business. The Principles
have remained consistent ever since, because
the core values on which they were originally
based have endured: excellence, integrity and
respect for people.

ST also firmly believes in the fundamental im-
portance of the promotion of trust, openness,
teamwork and professionalism and pride in
what it does. These underlying corporate values
determine the company’s Principles. These

Principles apply to all transactions, large or
small, and describe the behavior expected of
every employee in the company in the conduct
of its business. In turn, the application of these
Principles is underpinned by procedures within
the company, which are designed to ensure
that our employees understand the Principles
and that they act in accordance with them.

The company recognizes that it is vital that its
behavior matches its intentions.

All the elements of this structure — values,
principles and the accompanying procedures

— are necessary. It is ST's firm belief that maintai-
ning the trust and confidence of shareholders,
employees, customers and other people with
whom the company does business, as well as
the communities in which our sites are situated,
is crucial to its continued growth and success.
The company intends to merit this trust by
conducting itself according to the standards
set out in these Principles. The Principles have
served our company well for several years now.



Audit Commitee
Compensation Commitee

Strategic Commitee

Nomination & Corporate
Governance Commitee

(e]0)

CEO

ST-NXP Wireless Americas

Europe, Middle

East & Africa
Asia Pacific
ST-NXP Wireless Greater
China
Sales & Marketing
Manufacturing & Japan
Technology R&D
Product Group

Staff Functions

Itis the responsibility of management to ensure
that all employees are aware of these Principles,
and behave in accordance with their spirit as
well as their letter.

In early 2007, the Principles of Sustainable
Excellence were launched with the expectation
that all employees would carry out their duty
in accordance with them. The thrust of the
Code of Conduct is premised on both legal and
ethical compliance.

The Supervisory Board currently consists of
nine members, all of whom are non-executi-
ves of which three are fully independent. The
Supervisory Board members play important
roles through exercising judgment and taking
objective participation in the proceedings and
decision-making processes of the Supervisory
Board.

The Supervisory Board has overall responsi-
bility for corporate governance and strategic

Supervisory Board

Managing Board

President & CEO

Executive Commitee

Automotive
ff/lrz:ﬁgliring Product group
(APG)
Packaging
and Test Computer & Comm.

Manufacturing Infrastructure (CCl)

Home
Entertainment
& Display (HED)

Technology R&D

direction of the company and is entrusted to
exercise reasonable and proper care in utilizing
the company’s resources for the best interests
of its shareholders and to safeguard its assets.
The President and CEO, who is the sole member
of the Managing Board, is responsible for the
day-to-day operations of the company. In
addition, the Managing Board has the principal
responsibility of reporting, clarifying and
communicating matters relating to day-to-day
operations of the company to the Supervisory
Board.

STMicroelectronics is a Dutch company, formed
in 1987 from the combination of SGS Microelet-
tronica and the non-military business of Thom-
son Semiconducteurs. Legally, the company

is based in Amsterdam, the Netherlands, and
our headquarters are in Geneva, Switzerland.
Our historical shareholder STMicrolectronics
Holding Il BV owns 27.5% of the company’s
shares as of March 2009. This holding is indi-

Corporate
Ethics Commitee

CEO

Chief Compliance
Officer

Industrial & Quality Education
Multisegment and Sustainable
Sector (IMS) Development

Analog, Power & Human Resources

MEMS (APM)

Business

Microcontrolers, [ —"

Memories &
Smartcards (MMS)

Chief Financial
Officer

Communication

Company Infra-
structures &
Services

General Counsel

rectly wholly owned on a 50/50 basis by two
groups of shareholders: a consortium of Italian
shareholders (made up of CDP and Finmecca-
nica) and a group of French shareholders (made
up of Areva and CEA).

STis listed on three stock markets — New York
Stock Exchange, Euronext Paris and Milan Borsa
Italiana — and therefore must comply with
several regulatory systems.

Each year, we publish firstly a financial report,
the FORM 20-F, and secondly governance, inter-
nal control and statutory financial statements in
the form of our statutory annual report.

From the highest levels of the company, com-
mittees have been appointed to guarantee the
independence and control of our management
systems and activities as outlined in the table
on the next page.
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Supervisory

Audit Committee Strategic

Committee

Nomination and
Corporate Committee

Compensation
Committee

Independence

Board
Members 9
Mandate The Supervisory

Board (SB) advises

the Managing Board
(MB) (CEO) regarding
performance of its
duties, its management
tasks and supervises the
policies of the MB and
the general course of
the company’s affairs
and business. In dischar-
ging its duties, the SB
shall be guided by the
interests of the company
and its business; it shall
take into account the
relevant interests of all
those involved in the
company, including its
shareholders.

Chairman: €115,000
Members: €57,500
+ €1,500 per meeting or
€375 per conference call

Remuneration

Members can't be on the
managing board or ST
employees.

Supervises the structure
and management of
systems of internal
business controls and
the financial reporting
process.

Independence and
control

5 5

+ Members with
financial expertise.

- Integrity of financial
statements.

- Compliance with laws.

+ Independence and
qualification of
independent auditors.

- Strategic develop-
ments in the industry.

« Long term planning
and budgeting.

- Mergers and
acquisitions.

+ Major Research
and Development
programs.

€7,500 + €1,500 per
meeting or €375
per conference call

€3,500 + €1,500 per
meeting or €375
per conference call

All members are finan-
cial experts and voting
members.

5 5

« Remuneration
policy for the
Managing Board
submitted for share-
holders'approval.

« Annual remuneration
for Supervisory Board

- Selection criteria
and appointment
procedures for
Managing and Supervi-
sory Boards members.
- Size and composition
of the Supervisory

members. Board.
« Allocation of stock - Corporate governance
based compensation policies.

to executive officers
and managers.

« Remuneration policy
and Executive Incentive
Program for executive
officers and managers.

€3,500+ €1,500 per
meeting or €375
per conference call

€3,500+ €1,500 per
meeting or €375
per conference call

Number of 15
meetings

Attendance rate 90%

Main subjects linked to  The Supervisory board

Sustainable Excellence ' has discussed several

discussed subjects linked to Sustai-
nable Excellence: board
charter, ethics, complian-
ce, cases of fraud, and
training programs.

Supervisory Board meetings

The Supervisory Board meets at least five times
a year, with additional meetings convened
when necessary, where the Managing Board
and the members of the management team ta-
ble and present comprehensive reports for the
Supervisory Board's information, deliberation
and direction. The members of the Supervi-

12

11 3

45% 57%

The committee has
sponsored various
initiatives in the area of
corporate ethics, inclu-
ding a specific program
prepared by an external
consultant, considered
by the Audit Committee
to be appropriate for the
company’s employees.

sory Board have full and unrestricted access
to all information pertaining to the company’s
business or affairs to enable then to discharge
their duties. Written reports on operational
performance and profitability, human resour-
ces, business plans and financial highlights are
made available to its members in advance of
each Supervisory Board meeting.

6 3

48% 50%

Minutes of each Board meeting are circulated
to each Board member and then agreed at the
next Board meeting.

Details of the Members attendance at meetings
during 2008 are summarized above.



Business ethics

We have developed an e-Signature system to
have our managers, from all sites and organiza-
tions, annually sign our Business Conduct and
Ethics Policy. In 2008, 92% of eligible managers
signed this document (approximately 15% of
ST population). We are now confident in the ac-
curacy of this indicator and we will then be able
to disclose it on an annual basis in this report.
S03 1O STSO1

Within ST we have put in place two channels
for non-compliance reporting.

Firstly, a third-party reporting channel, for all
matters linked to financial and auditing issues,
is available to ST employees and managed by
an external ombudsman.

Secondly, as mentioned in 2007's report, a
Corporate Ethics Committee was created.

Itis chaired by Alisia Grenville, Corporate Vice
President and Chief Compliance Officer, with
eight members from ST's top management. The
purpose of the committee is to give guidance
to the Managing Board on issues regarding
ethics, values and corporate behavior and to
make recommendations regarding internal
policies and procedures, and the training
necessary to ensure that management and
employees continue to live and promote the
Principles for Sustainable Excellence.

The Corporate Ethics Committee meets at least
six times per year, with additional meetings
convened when necessary. Although the pri-
mary role of the committee is to give guidance
to the Managing Board, as the Chief Com-
pliance Officer also reports to the Supervisory
Board in her role as Executive Secretary to the
Board, and Head of Internal Audit, relevant
ethical issues are also taken to and discussed at
Supervisory Board level via the Audit Commit-
tee. All reported cases and allegations that are
investigated by the Corporate Ethics Commit-
tee, are, therefore, reviewed by the members of
the Audit Committee and ultimately weighed
in on by the Supervisory Board.

A non-compliance reporting email address
(pse.contact@st.com) is in place to allow ST
employees the opportunity to alert top mana-
gement of cases of non-compliance with the
Principles for Sustainable Excellence that could
not be solved at the employee’s direct manage-
ment, site or organization level. This is directly
connected to the Corporate Ethics Committee.

In 2008, the internal audit group either inves-
tigated or reviewed 14 incidents or allegations
of wrong doing that were brought to the
company’s attention either anonymously or
through regular auditing. Of the 14 incidents or
allegations, five were anonymous. Three sepa-
rate allegations (which are not counted among
the 14) were received through the company’s
third party reporting channel. None of the three
allegations were substantiated, but they were,
however, reviewed by the Corporate Ethics
Committee as important allegations as they
pertained to “tone from the top”issues. Of the
14 incidents/allegations, six related to potential

Non-compliance reporting in 2008 | SO4 | HR4

Principles for Sustainable
Excellence

Number of cases reported
Number of cases solved and closed
Number of cases still ongoing

Areas of reporting

Finance and Audit

14 -
14 -

None -

Fraud, conflicts -

of interests and theft

fraud, six to potential conflicts of interest and
two related to theft.

Based on the company’s own risk assessment
matrix, only one of these allegations could be
considered high risk. The other allegations/inci-
dents were either medium or low risk events. In
order to mitigate and remediate, within ST, the
Compliance Organization in conjunction with
Internal Controls has reviewed all the incidents/
allegations and has enhanced of some the
company’s policies and procedures, as well fo-
cusing on ensuring that both management and
employees are aware of these amendments.
Where and when necessary, training will be de-
veloped to ensure awareness and compliance.

Risk management within ST

To reinforce its risk management approach, in
2009 ST plans to introduce an enterprise risk
management assessment process in order

to identify, through a top down approach,

the most critical risks of the company at the
corporate level. This project and process will be
driven both by internal and external experts.
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Business development | Economic impact

INnCreasing

What have been the milestones in ST’s
development in China?

We opened our first sales offices in China in
1984 — 25 years ago. We were one of the pio-
neer multinational semiconductor companies
in China. The Greater China Region now repre-
sents 5,300 employees including around 4,000
in manufacturing.

From two sales offices, one each in Beijing

and Taipei, today we have sites in Hong Kong
and Taiwan as well as mainland China, with a
strong integrated presence including sales and
marketing, manufacturing, design and research
operations.

To meet the growing demand for microchips
tailored to the Greater China market, we
established Integrated Circuit Design Centers
in Shenzhen and Shanghai. These centers are
capable of world-class silicon design, from spe-
cification definition to volume production.

Our Competence Centers focus on multi-sys-
tem, consumer and automotive electronics, and
work side by side with ST Competence Centers
around the world. On the manufacturing side,
the Shenzhen Futian and Longgang test and
assembly facilities are the largest in ST's global
Back-end manufacturing network.

From a sales perspective, Greater China repre-
sents 25% of ST's total global sales. However, if
we consider the total value of products actually
shipped to China (by customers based in Wes-
tern countries for further integration in final
applications), it is much higher, at around 33%.
And, in 2007, ST was the fifth largest semicon-
ductor supplier in Greater China and third in
Served Available Market.

Personally, | take tremendous pride in what the
teams are doing here.

our presence

Bob Krysiak
Corporate Vice President and
General Manager, Greater China Region

What are some of the key business issues
ST faces in China?

Any company operating in China today, mul-
tinational or domestic, will say that recruiting
and retaining key talent is one of the biggest
business challenges. China has grown so fast
that competition for the best personnel is a
very big issue for everyone including ST.

Staff turnover in China’s semiconductor sector
is about 12% each year. Our turnover rate is a
little lower but, frankly, that's because we put
a lot of effort into people management and
benefits.

We have put in place very effective training and
development programs, set clear performance
goals and offer attractive compensation and
benefits. Our employees enjoy challenging

but rewarding careers. | think this has a very
big impact on ST as we aspire to become the
employer-of-choice in China.

Another important business issue is keeping in
line with the Chinese government'’s high-prio-
rity green-energy agenda. It is essential that we
align our product technology with customer
and government priorities. As one example, we
are achieving significant energy savings with
smart lighting solutions that can cut our energy
consumption for lighting by as much as 80%.

These key business issues, while seeming very
different, actually work together. Our two most
important stakeholders in China are govern-
ments (local and national) and our people.

So, by operating as a company committed to
people and the environment we contribute to
sustainable growth and development in China,
which results in making life better for everyone.

How do you integrate Sustainable
Excellence in your daily activities?

We have organized a SE Steering Committee to
address Environmental, Health and Safety (EHS)
issues, Corporate Responsibility, rewards and
recognition programs and team management.
We have an Ethics Committee to deal with
non-compliance matters and ethical practices
in management.

Our Corporate Responsibility program includes
sponsorship of educational funds for primary
schools in rural areas, and local blood donation

in China

programs. In 2008, we contributed funds for
reconstruction efforts following the devastating
earthquake in Sichuan.

We have recently initiated resource conser-
vation programs at all Greater China sites and
have set aggressive goals to achieve signifi-
cant reductions in paper, water and electricity
consumption.

To ensure we retain our staff and reward them
appropriately, we have key talent programs for
career development and succession planning,
as well as recognition programs.

Our management team continuously monitors
our compliance and performance against ST's
Sustainable Excellence objectives and our
employee inputs are channeled through our
employee engagement survey.

We work with government institutes and major
universities in China and Taiwan and sponsor
joint academic research labs. We also partici-
pate in China'’s standard committees for key
technologies.

Production quality in China has been an
issue recently in the international press.
How do we guarantee the quality of our
products?

We apply the same quality-assurance processes
in China as we do anywhere else in the world.
In addition, we have established continuous im-
provement programs relating to various areas
such as products, processes and raw materials.
All of our manufacturing sites, including regio-
nal and division group locations, are certified to
ISO/TS 16949 standards, and external audits in
Greater China over the last two years have not
found any major discrepancies.

A recent example highlighted how our quality
program works here in Greater China. In De-
cember 2007 we had the ground-breaking ce-
remony for our latest Back-end manufacturing
site at Longgang, in southern China. Construc-
tion started in April 2008, and was accelerated
in September. By December 2008, we achieved
the targeted yield rate. Quality production at
the speed of China!

This is a significant achievement demonstrating

our quality commitment in China, and in our
world of Sustainable Excellence.



Economic impact I Socially Responsible Indices

How is our Corporate Responsibility

performance €Vd luated?

A company cannot just pretend to be responsible. We are
accountable for what we do on a daily basis in our business
activity but also for what we publish and communicate.

Our activity with the extra-financial
community

This is why on an annual basis we intend to give
an overview of our Corporate Responsibility
strategy, our achievements at company and
local levels and a description of the challenges
we face.

It has always been our policy that in Corporate
Responsibility things are never black or white,
but that there has to be a process of continuous
improvement while adapting to a changing
business environment.

On a regular basis, our company is evaluated
by rating agencies and extra-financial analysts
working with ethical indices or asset manage-
ment companies, meaning that our evaluation
has a direct impact on potential investors in the
company.

Our results in

MEMEER OF
THE INVESTMENT REGISTERS

ETHIBEL
PIONEER &
EXCELLENCE

STMicroelectronics has been selected for
inclusion in the Ethibel PIONEER and Ethibel
EXCELLENCE investment registers (see www.
ethibel.org) since May 2004, and reconfirmed
in March 2009, and is continually monitored
regarding its CSR profile.

These evaluations may take place in two diffe-
rent ways, within a fixed period (from 10 days
to 2 months) and based on publicly-available
information:

- firstly, through specific questionnaires for
which we provide detailed information. This
is a method for agencies to complement
the elements published in the
Corporate Responsibility report.

- secondly, the rating agency may have already
prepared an evaluation draft of our company
and send it to us for review. We provide rele-
vant data and evidence when something
seems incomplete, unclear or inaccurate.

Following this correspondence, the rating
agency provides our final rating.

2008

Our 2008 performance was also evaluated by
the Dutch rating agency Oekom. ST’s rating
of Prime means that it is among the world’s
best companies within the same industry and
fulfills the sector-specific minimum require-
ments defined by Oekom'’s research to be best
in class.

Corporate

Responsibility

rated by
oekom rlelslelalrch

Concrete outcome of these evaluations

Such evaluations allow investors to make more
informed decisions. Itis also a very interesting
process for our company as it helps us unders-
tand where we stand and it may give us an idea
of new challenges and where we should focus
our efforts in the future.

In 2008, STMicroelectronics was included in

five main socially responsible investment (SRI)

indices:

- Advanced Sustainable Performance Indices
Eurozone (France);

- Dow Jones Sustainability Indices (US);
- E Capital Partners Indices (Italy);

- Ethibel Sustainability Index (Belgium);
« FTSE4Good (UK).

FTSE4Good

STMicroelectronics continues to be a mem-
ber company of the FTSE4Good Index, the
responsible investment index calculated by
global index provider FTSE Group. Global
investors are increasingly concerned with the
management of environmental and social
risks in their portfolios. As a member of the
FTSE4Good Index, our company is demonstra-
ting that it has the policies and management
systems in place to help address these risks.



Innovation and R&D | Economic impact

ST stimulates INNOVatioN

In 2008, ST University
launched a new program to
stimulate innovation within
the company. This new
process involves people
from across the company
with new approaches.

Sylvie Pheulpin
ST University Innovation Program Manager,
Fuveau site, France

As a high-tech company, ST's success comes
from developing state-of-the-art technologies,
products and solutions, which themselves
require constant innovation. Innovation is an
indisputable competitive advantage and an
important lever for strong and sustainable
economic growth.

Our Principles for Sustainable Excellence clearly
state the vital aspect of innovation for ST, and
many programs are already on-going within the
company to encourage it in all its forms.

In 2008, the Central Research and Develop-
ment organization based in Rousset was
looking for a program to stimulate innovation
and contacted STU for support and services to
help develop the right scheme.

Why did you start to work with the R&D
organization?

The Central R&D organization felt that impro-
vements could be made within its organization
and that it needed some help to define how
to do this and what might be achieved. We
decided to start with an awareness training
program — From Creativity to Innovation — to
encourage people to nurture their creativity
and make the best use of their ideas. In the
meantime, we worked on a diagnosis of the or-
ganization’s needs and on how to satisfy them.

How did you define their needs?

We decided to organize three one and a half
hour sessions, each with a panel of stakehol-
ders: R&D managers, R&D teams and internal
customers (i.e. people from product groups).
We asked them to identify the R&D strengths
and weaknesses for innovation.

The results of these workshops illustrated
different points of view, as well as generating
numerous new ideas about innovation. Among
the issues identified, we focused on informa-
tion sharing, collaboration between R&D and

internal customers, and anticipation for radical
innovation.

The Innovation Booster program was the
answer proposed by STU to respond to those
needs.

Can you tell us more about this Innovation

Booster?

Based on the outcome of previous workshops

and all the proposed ideas, we obtained

20 themes that we submitted for the approval

of the Rousset R&D organization and a panel

of their internal customers. Four themes were
selected and groups of volunteers constituted.

We then proceeded to follow three steps.

Step one was to:

- clarify the innovation subjects through
divergent thinking™ (with input from external
guests) and convergent thinking™ brainstor
ming methods;

- allow the employees to understand inno
vation methodology (including observation
of potential final users, customer value, sales
strategy, internal sponsors, external partners
and risk analysis);

« help them refine their team profile dimension
(e.g. creator, advancer, refiner or executor)
which will define their potential contribution
to the team;

« launch their innovation process following the
given methodology.

During this exploration phase, we organized

several informal meetings with each team to

gather their feedback and see the potential
challenges they were facing.

Step two consisted in sessions with a consul-

tant and guests to:

- focus on obstacles removal;

- define the marketing and financial aspects of
the projects.

Step three took place two or three months later

with the objectives to:

- convert teams’ experience into valuable
knowledge;

« help them sell internally their innovation
projects.

Several presentations are planned for 2009 in

front of project sponsors, a committee of direc-

tors and other ST employees.

What makes this project different from
previous ones?
The major difference is that internal customers
from product groups are involved from the very
beginning and then throughout the process,
which allows a broader consideration of their
needs, constraints and expectations. We think
it is very important to work in teams with diffe-
rent profiles and expertise.
The methodology also involved external view
points and contributions with guests, consul-
tants and input from potential end-users. This
makes the project more objective and robust.
Lastly employees volunteer to enter the pro-
gram and their management fully trusts them
to nurture their ideas and complete the project
successfully. This is a real means of empower-
ment for them.
The ideal outcome of this program is to apply
this innovation methodology in the normal
course of business. The plan is to integrate this
methodology in the innovation process of the
R&D organization.
() Divergent thinking aims at generating a maximum of
ideas linked to a theme.

(**)Convergent thinking aims at organizing many ideas
around one main concept.
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. Satisfying shareholders’ expectations through financial and non-financial performance

In 2008, our revenues decreased 1.6%

to US$9.84bn compared to US$10.0bn

in 2007

Our revenue growth has been impacted by

two important factors: the deterioration of the
market and the change in the structure of our
company. The semiconductor industry was
negatively impacted by the difficult conditions
in the global economy, which resulted in a
sharp downturn starting in the beginning of the
third quarter and further accelerating in the last
quarter.

These deteriorating conditions caused the total
available market (TAM) to decline by 2.8% com-
pared to the previous year, while the serviceable
available market (SAM) registered a small 2.4%
growth. Excluding the Flash segment, which was
deconsolidated during the first quarter, and the
recently consolidated NXP Wireless business,
our growth in revenues was 4.8%, which was
significantly above the evolution of the TAM
and the comparable SAM. This performance re-
flected double-digit or high single-digit growth
rates in all main market applications except for
Computer, which experienced more moderate
growth, and Automotive, which declined on a
year-over-year basis.

Our profitability in 2008 was negatively

impacted by several factors:

- a downward trend in prices, which was reinfor
ced by the market conditions;

« impairment and restructuring charges, and
other related closure costs, which totaled
$481m;

- the weakening of the effective US dollar
exchange rate, which was US$1.49 for €1,
reflecting actual exchange rates and the
impact of our currency hedging contracts,
compared to US$1.35 for €1.00 in 2007, cutting
our gross margin by approximately 150 basis
points;

+ the impairment loss recorded on our equity
investment in Numonyx;

- the one-time costs related to the purchase
accounting procedures for acquisitions.

But our financial performance was better
than 2007

The negative factors above were partially offset
by our improved product mix, which contribu-
ted to our revenue, and by the improvements
in our manufacturing performance. Our gross

margin increased 80 basis points to 36.2%, and
our reported operating result in 2008 was a loss
of US$198m compared to a loss of US$545m in
2007. This operating result was largely impacted
by impairment, restructuring charges and other
costs related to sites closure and acquisitions.
Excluding such factors, our operating perfor-
mance would have been equivalent to a pro
forma profit of US$468m. In 2007, the equivalent
operating pro forma profit, also excluding one-
time elements, would have been US$683m.
2008 was an important year for advancing the
repositioning of our product portfolio, focusing
on power applications and multimedia conver-
gence through Wireless and digital consumer
products. We made significant progress as we
gained market share, and we will continue this
momentum in 2009 as we focus on developing
more innovative products. Our 2008 revenue
was better than the performance of the overall
market, and we believe we have approached a
record level market share.
We also generated net operating cash flow of
USS$648m for the full year, excluding payments
for mergers and acquisitions transactions, and
we finished 2008 with a solid financial position.
For more details please refer to our 20-F report

Rewarding our shareholders

We remain focused on creating value for our
shareholders, which we measure in terms of
return on net assets in excess of our weighted
average cost of capital. In the current economic
environment, we are also focused on maintai-
ning our solid financial position.

At the Annual General Meeting on 14 May
2008, shareholders approved the distribution
of USS$0.36 per share in cash dividends, payable
in four equal quarterly installments. Up to 31
December 2008, payments totaled US$0.27 per
share or approximately US$240m. The remaining
USS$0.09 per share cash dividend to be paid in
the first quarter of 2009 totaled US$79m and
was reported as “dividends payable to sharehol-
ders”on the company’s consolidated balance
sheet as at 31 December, 2008.

For more details please refer to our 20-F report

Our sales by market segment

From 1 January 2007 to 2 August 2008, we
reported our semiconductor sales and operating
income in the following product segments:

« Application Specific Groups (ASG): Home
Entertainment and Displays Group (HED);
Mobile, Multi-media and Communications
Group (MMC); Automotive Products Group
(APG); and Computer Peripherals Group (CPG);

« Industrial and Multi-segment Sector (IMS):
Analog, Power, and Micro-Electro-Mechanical
Systems (APM); and Microcontrollers, non-
Flash, non-volatile Memory and Smartcard
products (MMS);

« Flash Memories Group (FMG). As of 31 March
2008, following the creation of Numonyx
Holdings B.V. in partnership with Intel and
Francisco Partners, which is a new indepen
dent semiconductor company from the key
assets of our and Intel’s Flash memory business
(FMG deconsolidation), we ceased reporting
under the FMG segment.

From 2 August 2008, following the creation of

ST-NXP, we reorganized our product groups. The

new organization is as follows:

- Automotive, Consumer, Computer and
Communication Infrastructure Product
Groups (ACCI):

- Home Entertainment and Displays (HED),
which now includes the Imaging division;

- Automotive Products Group (APG);

- Computer and Communication Infrastructure
(CCI), which now includes the Communication
Infrastructure division.

« Industrial and Multi-segment Products
Sector (IMS), comprised of:

- Analog, Power and Micro-Electro-Mechanical
Systems (APM);

- Micro, non-Flash, non-volatile Memory and
Smartcard products (MMS).

« Wireless Products Sector (WPS), comprised of
three product lines:

- Wireless Multi Media (WMM);

- Connectivity & Peripherals (C&P);

- Cellular Systems (CS).

For more details please refer to our 20-F report
Our inclusion in Socially Responsible
Investment indices
In 2008, ST confirmed its inclusion in major
Socially Responsible Investment (SRI) indices.
For more information, see page 16



ST key figures | EC1| Dividends paid | EC1 |

USSm

2006 2007 2004 2005 2006

2007 2008

© ST1 Net revenues US$9,854m USS 10,001m [EESR:EP100 Dividends 107 107 107 269 240
© ST3 Net earnings USS 782m  USS (477)m RSSO
© ST2 Gross profit US$3,523m  US$ 3,536m WSEREIUUN Operating income and cash flow | EC1 | Us$m
© ST4 Earnings per share US$0.83  USS (0.53) FREE(0E: 1)) 2004 2005 2006 2007
© ST5 Gross profit as a % of sales 35.80% 35.40% e[GplPZ8  Operating income 683 244 677 (545)
© ST6 Market share versus SAM* 5.70% 5.70% HILZE  Net operating cash flow 208 270 666 840
() Serviceable Available Market. (*) Excluding payments for mergers and acquisitions (Genesis and NXP) which totalled
US$1,694m.

Average daily trading volumes | STES | Share price 2008, NYSE | STE81 USS

Euronext Paris/Borsa Italiana Milan/NYSE
25 25
20 20

. Number of shares (million) . High price

15 15 [ Lowprice

10 10

5 5

0 0

Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec

ST sales by region | EC112.7 I STE7 | STsales | EC11 USSm
2004 2005 2006 2007 2004 2005 2006 2007 2008

Europe 323 314 31.2 31.6 ST sales 8,760 8,882 9854 10,001 9,842

North America 155 144 12.5 11.8

Asia Pacific 212 209 21.1 187

Greater China 21.2 248 259 275 ST sales by market segment | EC112.7 | STE9 |

Japan 46 35 41 47 2004 2005 2006 2007

Emerging market 52 5 52 57 Automotive 15 16 15 15
Computer 16 17 17 16
Consumer 21 18 16 17

CJ You can find the full disclosure on management Industrial 16 14 14 15

approach in st.com/sustainable development

Telecom 32 35 38 37

D For information on the indicators presented in this
section, please refer to the Reader’s Guide
at the beginning of this report

ST inclusion in the main sustainability indices | STE11 |

ASPI DJsSI Ethibel Sustainability Index ECPI FTSE4GOOD

(GERE) (Switzerland) (Belgium) (Italy) (United-Kingdom)

DJSI DJSI ESI ESI ESI Ethical FTSE4 FTSE4
World STOXX Pioneer | Excellence | Excellence Index GOOD GOOD
Global Global Europe Euro Europe Global

Index Index
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7N .
v_2) Create economic value for stakeholders

Economic impact on four key stakeholders 1EcoisTE10

Some key achievements in partnership with
our customers

We have sought to develop a competitive
advantage by building an integrated presence
in each of the world’s economic zones that we
target: Europe, China, the rest of Asia, and North
and South America. An integrated presence
implies having design centers as well as sales
and marketing teams close to our key custo-
mers in each region, in order to develop strong
relationships with them.

Understanding or even anticipating their needs
helps us develop innovative products that will
fuel our growth and secure market share.

We made some key achievements in different
sectors during 2008.

Digital Consumer: our STDP3100 DisplayPort
products were adopted by two leading LCD and
plasma TV makers for full HD 120Hz TV systems,
and we won two designs in Korea for home en-
tertainment systems including the latest sound
terminal family of devices.

Computer peripherals: we achieved a major
design win for a 40nm SoC (System on Chip)
from a leading hard disk drive manufacturer, and
another one for a 40nm ASIC for the printer and
imaging market.

Automotive: through cooperation with LG
Chem, we developed a battery pack that signi-
ficantly reduces an electric or hybrid vehicle's
fuel consumption and CO, emissions; we were
also selected by two major system makers for a
telematics application in South America and a
road tolling system in Europe.

Wireless: we started production of a 3G cellular
platform for a tier-one customer, as well as the
mass production of the world’s first 3G unli-
censed mobile access enabling mobile phones
that can switch seamlessly from cellular to Wi-Fi
networks.

MEMS (Micro-Electro-Mechanical Systems):
we were the top supplier of MEMS for consumer
and portable handset applications according

to iSuppli. We introduced a compact high-per-
formance three-axis accelerometer family with
reduced power consumption, and we develo-
ped several new applications expanding beyond

consumer and Wireless to automotive, medical
and industrial applications.

Smartcards: we introduced a smartcard Inte-
grated Circuit (IC) for secure identity cards that
supports the latest encryption techniques and a
large memory for biometric data.

Creating value for our suppliers

While the amount paid to suppliers of tangible
assets is an official and audited figure publi-
shed in our 20-F report, the split of purchases
between tangible assets, materials and others

is based on different data sources and time-
frames. It aims to give a realistic picture of the
most important transactions between ST and its
main supplier categories, but it should not be
considered as official and audited accounting
information.

We use three main critical types of suppliers in
our business: equipment suppliers, raw material
suppliers and external subcontractors.

The quality and technology of equipment used
in the IC manufacturing process defines the
limits of our technology. Demand for increasin-
gly smaller chip structures means that semicon-
ductor producers must quickly incorporate the
latest advances in process technology to remain
competitive. Advances in process technology
cannot be brought about without commensu-
rate advances in equipment technology, and
equipment costs tend to increase as the equip-
ment becomes more sophisticated.

Our manufacturing processes use many raw
materials with volatile prices. We obtain our raw
materials and supplies from diverse sources on a
just-in-time basis.

We also use external subcontractors to out-
source wafer manufacturing and assembly and
testing of finished products.

Our economic contribution to society

Taxes are part of our normal economic contri-
bution to society, but we operate in many
jurisdictions with highly complex and varied tax
regimes. Our tax rate is variable and depends on
changes in the level of operating profits within
various local jurisdictions, on changes in the
applicable taxation rates, and on changes in
estimated tax provisions.

We currently enjoy certain tax benefits in
some countries, but these benefits may not be
available in the future due to changes in local
jurisdictions.

Other developments

We continue to believe that the shared R&D
business model, based on cooperation and
alliances for R&D, as well as manufacturing and
foundry partnerships, provides us with a number
of important benefits. These include: sharing of
risks and costs, reductions in our own capital
requirements, acquisitions of technical know-
how and access to additional production capaci-
ties. In addition, this R&D model contributes to
the fast acceleration of semiconductor process
technology development while allowing us to
lower our development and manufacturing
COSts.

Coming into effect from 1 January 2008, we
signed an agreement with IBM to collaborate on
the development of advanced CMOS process
technology used in semiconductor develop-
ment and manufacturing. The agreement inclu-
des 32nm and 22nm CMOS process-technology
development, design enablement and advan-
ced research adapted to the manufacturing of
300mm silicon wafers. This is being developed at
the IBM premises in Fishkill, NY, USA.

The agreement also covers value-added deriva-
tive System-on-Chip (SoC) technologies, which
are to be developed at Crolles, France. Finally,
the agreement with IBM includes collaboration
on intellectual property development and
platforms to speed the design of SoC devices in
these technologies.

In August 2008, we signed an agreement with
Infineon Technologies and STATS ChipPAC Ltd.
to jointly develop the next-generation of em-
bedded Wafer-Level Ball Grid Array technology
(eWLB). This is based on Infineon’s first-gene-
ration technology, for use in manufacturing
future-generation semiconductor packages. We
believe this alliance will fully exploit the poten-
tial of Infineon’s existing eWLB packaging tech-
nology, which has been licensed by Infineon to
us and STATS ChipPAC.

All taxes paid | EC1

USSm  Purchase expenses by category

2004 2005 2006 2007 2008

Taxes paid in the year 168 122 98 64 49
35%
34%

Payments for purchases of tangible assets | © STE1 USSm

2004 2005 2006 2007 2008
Purchases of tangible 2050 1441 1553 1,140 983
assets 2007
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HIGH LEVEL OBJECTIVE

@ Creating the conditions for Sustainable Innovation

Research and Development funding

We participate in a number of Research and
Development programs established by the EU,
individual countries and local authorities across
Europe, principally in France and Italy. Such
funding is generally provided to encourage R&D
activities, industrialization and the economic
development of underdeveloped regions. These
programs are characterized by direct support of
some R&D expenses or capital investment from
low-interest financing.

The main programs for R&D in which we are
involved include: the Cluster for Application and
Technology Research in Europe on NanoElec-
tronics (CATRENE) R&D program, which is the
successor of MEDEA+; EU R&D projects with FP6
and FP7 (sixth and seventh frame programs) for
Information Technology; and national or regio-
nal programs for R&D and industrialization in the
electronics industries involving many companies
and laboratories. The pan-European programs
cover a period of several years, while national or
regional programs in France and Italy are subject
mostly to annual budgets.

O Formore details please refer to our 20-F report

R&D expenses

Our R&D expenses increased in 2008 for several
reasons, such as the US$97m of one-time char-
ges written off from intellectual property R&D
and US$23m of amortization of acquired intan-
gible assets related to the purchase accounting
for the NXP Wireless business and Genesis.

In addition, there were further expenses in 2008
from the expansion of our activities following
the acquisition of Genesis and a 3G Wireless
design team, as well as those associated with
the integration of the NXP Wireless business. The

negative impact of the US dollar exchange rate
also contributed to the increase. Such higher
expenses, however, were partially offset by the

benefits of the FMG deconsolidation (Numonyx).

O For more details please refer to our 20-F report

R&D: critical for success

Our advanced R&D centers are strategically
located around the world:

- France (Crolles, Grenoble, Tours and Rousset);
- Italy (Agrate and Catania);

- US (Phoenix, Carrollton and San Diego);

- Canada (Ottawa);

+ UK (Bristol and Edinburgh);

« Switzerland (Geneva);

« India (Greater Noida and Bangalore);

« China (Beijing, Shenzhen and Shanghai);

- Singapore;

« Netherlands (Nijmegen);

« Germany (Nurnberg); and

« Belgium (Zaventem).

The Agrate R2 (Italy) activity encompasses
prototyping, pilot and volume production of
newly developed technologies with the aim of
accelerating process industrialization and time-
to-market for smart-power affiliation (BCD). This
has been developed through a consortium with
Numonyx. Future decisions by Numonyx may
affect ongoing joint R&D activities in Agrate R2.
Our intellectual property design center in
Greater Noida (India), supports all of our major
design activities worldwide and hosts our cen-
tral R&D activity, which is focused on software
and core libraries development, with a strong
emphasis on system solutions. Our corporate
technology R&D teams work in a wide variety
of areas that offer opportunities to harness our
deep understanding of microelectronics and

our ability to synthesize knowledge from around
the world.

The fundamental mission of our Advanced
System Technology (AST) organization is to
create system knowledge that supports our
SoC development. AST's objective is to develop
the advanced architectures that will drive key
strategic applications such as digital consumer,
Wireless communications, computer peripherals,
smartcards and emerging automotive applica-
tions.

We have divisional R&D centers in Castelletto,
Catania and Tours to carry out more specialized
work that benefits from their close relationship
to their markets. For example, Castelletto pio-
neered the BCD process that created the world
smart-power market and has developed advan-
ced MEMS technology used to build products
such as inkjet printheads, accelerometers and
the world’s first single chip microarray for DNA
amplification and detection.

The ASDTM technology developed at Tours has
allowed us to bring to the market numerous
products that can handle high bi-directional
currents, sustain high voltages or integrate va-
rious discrete elements in a single chip, such as
IPADs. ASD technology has proved increasingly
successful in a variety of telecom, computer and
industrial applications.

The Catania facility hosts a wide range of R&D
activities and its major divisional R&D achieve-
ments in recent years include the development
of our revolutionary PowerMESH™ and
STripFETTM MOSFET families.

C Formore details please refer to our 20-F report

Partnerships with the academic community
1SO11STE3 1 Q STS441

R&D engineers and technicians by region 1 © STE5 |

2006 2007
2005 2006 2007 2008 Furope 4857 6958
Partnerships with universities, 217 236 335 437 )
colleges, schools Americas 352 407
Asia/Pacific 1,730 2,399
Others 256 489
R&D expenditures | © STE4 | USSm  Total 7195 10,253
2004 2005 2006 2007 2008
Expenditures 1,532 1,630 1,668 1,802 2,152
ST patent applications filed by region 1 © STE6 |
R&D headcount evolution | 0 STES5 | 2004 2005 2006 2007
2004 2005 2006 2007 2008 Italy 239 253 212 152
Overall R&D headcount 9,800 9,700 10,300 10,3417 FNEH[F] France 245 310 233 204
R&D engineers and * R fE 7 4
technicians 6,003 6,570 7,95 10,253 11,084 est of Europe 5 69 59 9
(*) 2007 figures are slightly different from the ones published in our CR Report last year, because Americas 69 39 41 33
we have reclassified our employees according to an updated job referential. The impact on s P
total R&D population is minimal, but the split between engineers/technicians and Asia-Pacific 86 49 62 29
operators has changed significantly. This new perimeter integrates also the Numonyx Total 714 720 607 497

divestiture and the NXP Wireless integration.
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The objective of ‘ST Trains ST'is to support the
deployment of courses and programs within
ST by training the company’s employees to
become high quality, professional part time
facilitators and course developers.

ST University (STU) has developed its teaching
know-how and support services, including
facilitation skills, instructional design and train
the trainer courses.

Through this program, STU has developed new
courses that respond to specific needs either on
a corporate or local site level, and that maintain
an effective information cascade in the organiza-
tion. For 15 years, this program has consistently
shown concrete positive results.

ST University continues to adapt its courses

to fit the evolving business environment and
the latest trends in teaching. STU has develo-
ped fast and easy access to online tools and
training opportunities, such as performance gap
analysis tools and course on developing training
material.

Through the ‘ST Trains ST’ process, employees
become STU Associate Trainers, a certification
in line with STU's quality standards. Certified
STU Associate Trainers are recognized at ST
sites around the world at dedicated awards
ceremonies.

- an effective method of analyzing the training
needs of the company, confirming the perfor-
mance of the learning solutions available and
providing indicators to measure their impact;

- developing high quality teaching skills in the
design and delivery of different learning
solutions;

- contributing to cost effectiveness and time
savings, and access to high quality programs
internally designed and delivered;

« disseminating efficiently our company
culture;

« developing an internal network of experts
on varying subjects worldwide;

- driving key learning initiatives throughout the
company with a highly motivated, effective
and professional team of facilitators.

- as part of daily working life, it opens new
opportunities, and gives visibility and recogni-
tion as a subject matter expert, developing the
employee’s contacts and network;

- it helps the employee develop skills, compe
tencies and expertise to facilitate training and/
or design and develop training materials;

- employees can contribute to their local site’s
training deployment in line with the needs
identified through the local training needs
analysis.

To sum up, even in a climate of cost reductions

and restrictions on travel, in 2008 this STU

program:

- trained over 11,000 employees via 1,136 trai
ning sessions;

- delivered 17,328 hours from STU Associate
Trainers;

- certified 56 new STU Associate Trainers brin
ging the total number of active certified STU
Associate Trainers to 626.

Training

STU learning
solutions cover five major
categories

3D.3%
- Management — representing . 0

of total STU training hours

et 3 1,190

(excludes all technical training)

(y
« Personal development: 2 6 . 2 0
+ Masters in microelectronics: \JJ « 0
« Tools and methodologies: —/ « 0

2008 indicators

10 actiy vess aning v 2 . 23 Y0
stutannghous: 40,0/ 8
stuamngnaus: 1,3/ 9,394
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Restructuring activities

For several years now, ST has been conducting
several restructuring plans in various plants and
countries, to sustain its competitiveness and
adapt to the evolving reality of the semiconduc-
tor market.

In previous Corporate Responsibility reports, we
have explained this restructuring, its implemen-
tation in the field, and also presented details
about the employees affected and the measures
taken to support them in these difficult times.

Following is an update on this restructuring
activity in 2008.

As explained in the 2007 report, ST has decided
to close two Front-end manufacturing sites:
Phoenix (Arizona) and Carrolton (Texas).

The site management teams have been
following planned workforce reductions and
production decreases as originally disclosed.
All employees initially affected have received
a retention package to manage activity at the
sites until they are finally closed.

In 2008:

- 143 employees left the company;

all employees who were temporarily retained
had the opportunity to attend on-site training
classes in subjects such as résumé writing,
interviewing skills and financial planning;

- all employees impacted by the workforce
reductions were provided access to external
assistance and advice.

Due to the impact of the ongoing difficult glo-
bal economic conditions, the decision was taken
to cease manufacturing in Carrolton in 2009.

To ensure continuity and service to our custo-
mers, our management has decided to keep a
mini production line for automotive products in
Phoenix, with the support of approximately
400 employees.
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“Thank you ST for taking care of me all these
years,’said Tan Chwee Huay to management,
staff and colleagues on her last day with ST after
37 years of service.

Chwee Huay was one of the 215 employees
released by Packaging and Test Manufacturing
(PTM) Toa Payoh during the lay-off exercise in
December 2008. These employees were among
those affected by Toa Payoh’s restructuring
initiative, which started in 2006 to streamline its
Back-end manufacturing activities. Despite the
best efforts of ST's Human Resources team, it
was not possible to identify positions that match
their skills within the company or to redeploy
them to other job functions.

A further 580 affected employees were suc-
cessfully re-trained between 2006 and 2008,
under the company’s Re-skilling Program and
redeployed to ST's wafer-fab plant in Ang Mo
Kio, providing them with continual employment
with ST.

In order to sustain our competitiveness and mar-
ket advantage, the difficult decision was taken
to lay-off those employees who were not able to
find a job match within the company.

However, as ST was keen to make the restruc-
turing process as easy as possible for those
concerned, there was a comprehensive exercise
of planning and discussion with top manage-
ment, operational managers, trade unions and
government agencies such as the Ministry of
Manpower and e2i — Employment & Employa-
bility Institute. Besides an equitable redundancy
package for the affected employees and a one-
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year extension of medical insurance benefits,
ST has also partnered with e2i to embark on an
Employability Camp to help prepare staff for
future job opportunities.

Such collaboration has once again demonstra-
ted the strong ties and healthy tripartite labor
relations between ST, trade unions and govern-
ment bodies. We have been working with
unions and the Workforce Development Agency
(WDA) since 2006 on the Reskilling Program and
have gained much national recognition.

The retrenchment exercise was conducted in
five sessions over three days. During commu-
nication sessions with the affected employees,
Xavier Baraton, Acting Plant Manager, PTM Toa
Payoh, explained the reasons behind the com-
pany restructuring.

Trade union and e2i representatives were also
present to explain what options were available
and how the joint programs with ST may benefit
employees. In addition to the training options
available, a job fair was organized by e2i for
workers to meet other prospective employers
and find alternative employment.

Many of the affected employees were positive
about their future prospects.

Abidin Laken, a Technician said: "Helping us to
go for training almost immediately after we have
lost our jobs gives us much hope!

After those colleagues departure, a dedicated
communication plan was organized for our
retained employees. Their morale remains
positive, with high levels of productivity, output
and quality standards continuing to be achieved
by our team.

Trade union representatives have expressed
appreciation of the ST's efforts to help our em-
ployees affected by the restructuring. In a news-
letter of National Trade Union Congress, NTUC
Deputy Secretary-General and UWEEI Executive
Secretary, Halimah Yacob, said: “Our experience
with STMicroelectronics in helping to redeploy
workers to higher value-added jobs and the
current retrenchment exercise is a positive
example of how restructuring and redundancies,
if unavoidable, can be done in a manner that is
less painful and disruptive to the workers”

Xavier Baraton, expressing agreement with Ha-
limah Yacob, said: “The retrenchment had to be
done for the sustainable competitiveness of the
company. However, we have tried to demons-
trate the care and support that our employees
deserved after working so many years in the
company.’



GAMAE in France

Following an internal investigation on jobs'
evolution in our sector and pushed by the Semi-
conductor Industry context in 2008, it became
clear that ST France has to adapt and prepare
employees to a change in their competences.
On a short term, they will have to adapt their
competences to the demanding software and
hardware integration applications’field.

Consequently, on 1 July 2008, ST France signed a
national agreement with trade unions represen-
tatives that had two core objectives.

1. Implementing a strong company policy to
anticipate and manage jobs and the deve-
lopment of skills, mainly by the mean of an
ambitious re-deployment plan through heavy
professional training, tutoring and internal
mobility programs for employees who volunteer
to take part.

2. Developing alternative plans for employees
wishing to orient work projects outside ST.

The agreement was named GAMAE from

the French Gestion Anticipée des Métiers et
Activités en Evolution, which means Anticipated
Management of Evolving Jobs and Activities.

During the application period, 813 employees
anonymously contacted the support center
dedicated to help people build their professio-
nal evolution project.

Of these, 418 decided to make an official
application and 358 projects were eventually
validated:

« there were 29 employees redeployed to other
ST jobs through processes of comprehensive
professional training and tutoring. Training
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courses have been defined individually in order
to match each individual's current competencies
and job history with the requirements of their
new jobs. To ensure a successful transition, we
have established up a‘sandwich course’ap-
proach in order to alternate theoretical knowled-
ge with practical tasks. Total training programs
can last up to 87 days over a 12 month period;

+ 329 employees moved to new positions
outside ST. Of these, 153 set up new compa-
nies, 99 moved to new external jobs and 77
undertook long-term training for a complete
career change. These projects are very diverse,
illustrating the breadth of people’s interests and
their determination, and include the creation
of equestrian center, four-years of training to
become a physiotherapist or taking up a new
job as teacher.

All those projects are being progressively
implemented. All internal redeployment training
programs have started and will continue during
2009. Employees who preferred a job evolution
outside ST have been granted the ‘mobility leave’
scheme. This leave allows employees to receive
ST financial support for an eight or nine month
period, during which specialized support from
consultants continues. Where employees are
creating new companies, the support is provi-
ded for an even longer period of two years.

From an ST perspective, the results of this pro-
gram have positive and negative aspects.

On the one hand they demonstrate the strength
of ST's employees, who are ready to take their
professional evolution into their own hands,
developing their own skills in the process. Set-
ting up of new small companies will also help

develop employment prospects in local regions.

On the other hand, ST recognizes the need

to convince our employees of the benefits of
internal job redeployment, to new core strategic
areas. Learning from our experiences in this area
during 2008, we will negotiate new agreements
with unions in 2009 that put more emphasis on
ways of supporting internal ST redeployment.

Back-end activity transfer in Morocco

To maintain the company's competitiveness, ST's
Top Management took the decision in 2007 to
concentrate all remaining Back-end activity at a
single site, at Bouskoura in Morocco. The main
challenge for ST's Morocco management team
was to ensure a synchronization of the phasing
down of the Ain Sebaa site and the Bouskoura
site’s ramp up.

The transfer of operations from the Ain-Sebaa
site began at the end of 2007, with the main
part taking place during 2008. The site will finally
close in March 2009.

The social impact of the restructuring plan was
addressed by a range of actions including inter-
nal mobility, promotion, outplacement and early
retirement. About 2,000 people were affected by
this program: 1,457 people have been transfer-
red gradually to Bouskoura and about 700 have
left the company. The objective was to propose
a personal solution to each individual employee
affected and to reduce the social impact of the
company restructuring as far as possible.

Our challenge was to conduct and manage
these changes with efficiency and to maintain
and improve our performance in terms of com-
petitiveness, quality and service and to ensure
the well-being of our employees.

25



Diversity

The first steps of STMicroelectronic’s diversity
program were to define the company’s position
on the issue. From there, beyond statutory
obligations and relevant sections of our Code of
Conduct, there are other specific actions ST has
taken to develop a diverse workforce.

ST is convinced that diversity creates value for
all stakeholders of the company — shareholders,
customers, suppliers, employees and the wider
society in which we operate. Diversity is a res-
ponse to business because it's a way to:

.

avoid a shortage of employee talent by re
cruiting from a wide variety of sources;

.

innovate and be close to the customer;

improve the reputation of the company and
attract the best candidates;

.

improve the social climate of the company.

Each site should continually develop its own
approach within the framework of the Principles
for Sustainable Excellence.

ST France has made progress regarding
gender diversity, with:

- an agreement signed in June 2006 by
company and union representatives;

an equal opportunities committee set up at
each ST site with union representatives to
follow up implementation of the agreement;

.

many local activities deployed at site level
including training sessions, awareness
programs and conferences.
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ST Italy, and more particularly the Human Re-
sources department of Agrate site, also created
an equal opportunities Committee at Italian le-
vel with representative belonging to different ST
organizations to analyze the national women’s
employment context and in comparison the ST
Italy data.

Based on the data analysis above mentioned,
they have put in place several actions done, still
ongoing or to come, such as:

- data analysis on maternity leaves and best
practices proposals with the support of
Bocconi University (Milan, Italy);

- revision of the procedures and internal tools
with particular attention to the maternity
leaves;

- the publication of a maternity and parental
leave guide;

« creation of specific training courses for female
population;

.

internal communication on equal
opportunities'activity; creation of an Intranet
web page on CSR web site

- monitoring of the key performance indicator
for women in management.

In the United States an equal employment
opportunity report is sent annually to the US
Department of Labor detailing employee data
by sex and race. Customers based in the US
also require their suppliers to comply with this
requirement.

To ensure awareness and adherence to the
principles of equal opportunity, the Americas
Region has established several complimentary
governing Local Operating Policies (LOP). They
include; Equal Employment Opportunity State-
ment LOP, which sets the framework and Policy
for the Region, Anti-Harassment LOP, which
defines types of harassment including types in
conflict with the Equal Opportunity Policy, and
the Corrective Action LOP which outlines ac-
tions including termination when in violation of
the Equal Opportunity Policy. Human Resource
maintains an Open Door policy with appropriate
confidentiality for violation reporting.

In Singapore, tripartite guidelines on fair
employment practices have been endorsed by
Government (represented by Ministry of Man-
power), employers (represented by Singapore
National Employers' Federation) and unions
(represented by National Trade Union Congress
- NTUCQ) detailing five principles for fair employ-
ment: recruit and select employees on the basis
of merit, treat employees fairly and with respect,
provide employees with equal opportunity to
be considered for training and development,
reward employees fairly and abide by labor laws
and adopt Tripartite Guidelines.

Many of those good practices are being transfer-
red to other countries.



Interview with
Ingrid Rebout

Human Resources and Internal
Communication Manager, Tours, France,
explains the benefits of a

diverse workforce.

Diversity: a source of
innovation in Tours

Diversity is a way to integrate people from different
nationalities, ages, genders and abilities by looking

only at their suitability for the job in question rather

than anything else. Diversity was formalized in Tours
through several agreements signed by ST and trade union
representatives.

Our main actions for diversity in 2008 were as follows:

For integration of disabled people, ST Tours has

adapted workstations to help disabled people carry out
their duties;
created a support and counseling services structure;

organized training for medical staff and Human
Resources department to raise awareness and help
them identify situations of psychological difficulties.

+ Different events were planned during the year to raise

awareness amongst managers and employees about
disability through internal newspapers, conferences and
local intranet site.

+ New contracts have been signed with protected work-

shops and disabled people from these centers have
been hired for special projects.

« Integration and hiring of disabled people whenever

possible.

Regarding equal opportunities our major trends of
development are to:

- attract young women to our industry, through

developing partnerships with relevant local
schools and colleges, and through partnership with the
Education Office of Tours and Orléans;

- ensure equality of status for men and women in terms

of wages policy and management of maternity and
parental leaves ;

- develop career path for every women by implementing:

- ensure balance between

ST Tours has created a women’s
network made up of 15 volun-
teers from different departments
and levels of management.

a better structure for people reviews, with a specific
focus on women who have not had any professional
development for seven years;

new training plans.

personal and professional
life by :

implementing an inter-
company nursery;
proposing personal services
(baby sitting, ironing,
housework).

I
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This network aims to promote our company
internally and externally
(see picture on page 26).

Employee

engagement survey

As explained in previous reports, the employee engagement
survey has replaced the employee opinion survey that was
conducted for several years within STMicroelectronics.

We have chosen an international consultancy
company to work with us and provide relevant
benchmarks.

Where possible, ST's scores have been compa-
red with results from other companies where
similar surveys have been conducted. The
companies in the external benchmark span

a variety of industries but all employ highly-
skilled people, many of whom work in global
organizations or for companies that are focused
on technology (or both).

This external survey has highlighted various
areas where we can improve. The primary
objective is to develop higher employee
commitment, and there are a number of easily
identifiable concrete factors that cause concerns
or alternatively that can generate a positive
reaction:

- Abrupt changes and new players in the sector
have affected our way of working and how we
organize ourselves internally. To better address
the evolving market, including the impact of
new competitors and geographical opportu-
nities, we have been through a period of major
restructuring. Almost all our main organiza-
tions have had to adapt their workforce and
activity.

- Initiated in 2007, but mainly implemented in
2008, ST has undertaken a major program of
mergers and acquisitions.

D For more detail, see page 8

Such major changes, of course, may affect

Nyday working life for our employees and
generate worries, doubt, expectations

and stand-by situations where employees
are not sure how they fit in to a changing
organization.

To counterbalance these results, we feel
that in such times it is key for a company to
confirm that its culture is understood and

shared by all employees. As a positive result,
we have seen that a large majority of our
employees:

- understand and support ST's Sustainable
Excellence Principles;

- feel ST is a environmentally responsible
company;

- feel their management is committed to
products’quality improvement.

In the last couple of years, quality has been a
specific focus at ST, and our employees have
noticed efforts and improvements.

Looking to the future, there are a number of
relevant developments:

- Each organization within ST has received a
customized report detailing its specific deve-
lopment opportunities that will best engage
employees.

« Several action planning workshops have been
conducted in which the management team
has spent time analyzing the survey data and
planning actions to address employees’
greatest concerns.

- Feedback is made available to each individual
manager through a web-based resource and
best practice tactics customized to their own
specific development opportunities.

D For more detail, see page 32
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Local community

Today, in several countries where STMicroelec-
tronics has operations, our Human Resources
teams have noted a lack of interest among

young people about science and industry issues.

However, we believe that may be a lack of infor-
mation and knowledge is driving this apathy.

Taking a long-term view, and to help maintain

a stream of top quality recruits for ST in the
future, we are very keen to develop knowledge
about what we do and a better understanding
about our industry. We also are committed to in-
creasing the number of women we recruit, and
this requires us to focus our awareness-raising
and educational activities at attracting women.
Many of our sites are involved in the field with
creative and dynamic educational activity.

ST Crolles and other companies in France have
taken part in the High Tech U program, an initia-
tive developed by the SEMI Foundation, which
supports education and career

development in high-tech industries. High
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Tech U is an interactive and fun experience for
students that promotes scientific and techni-
cal education, and career opportunities in the
semiconductor industry. Through the program,
students visit industrial sites and facilities,
including cleanrooms. Through the High Tech U
program, major semiconductor companies have
worked in partnership to organize more than 62
sessions involving more than 1,500 students all
around the world.

Engineers from the ST's Rousset site regularly
participate in academic fairs such as Science
Village in Marseilles. This is a top industry forum
for junior high and high schools, and particularly
seeks to attract young women to the industry.

In addition, each year the Rousset site welcomes
100 interns in all fields of activity.

ST invited a number of high-school students to
its stand at the November 2008 Electronica trade
show in Munich, the biggest electronics trade

show in Europe (see picture above). Based on a
partnership with their high school, the students,
who are linked with ST were introduced to
production processes, products and applications
by ST engineers.

In addition, several students take up positions
as interns at the Grasbrunn site to learn more
about ST and the career opportunities available.

ST's Schaumburg and Livonia sites participated
in the national‘bring your child to work’half day
event. Several activities were organized to raise
the students'awareness about professional life
and ST’s activity. The Phoenix site participated
in an Arizona state committee to promote and
integrate environmental issues, science and
mathematics in the education of children from
6to18.



ST Foundation

The STMicroelectronics
Foundation was set up as an
independent non profit

the company to social
responsibility.

Activities and governance

The ST Foundation's governing body is its board
of directors. The board takes major strategic de-
cisions concerning global financial management
and approval of projects. It meets three times a
year — with additional sessions if required — at
ST's headquarters in Geneva, Switzerland, and
reviews past activity and plans future expansion
of existing initiatives.

The board is chaired by Carlo Emanuele Otta-
viani, ST's Corporate Vice President, Commu-
nication, and is composed of both ST and non
ST members. The board consists of Mario Arlati,
André Borrel, Marc Odendall (who is also the
board’s treasurer), Anny Noels and Guy-Philippe
Rubeli. Pasquale Pistorio is Honorary Chairman
and Michela Bottazzi is secretary of the Foun-
dation.

A Geneva-based team takes care of project ma-
nagement and day-to-day administration, with
local support in India and Morocco to ensure a
close overseeing of the many initiatives taking
place in those two countries. Significant support
is provided by ST volunteers participating in
Digital Unify (DU) program activities.

What is the future for Digital Unify?

The Digital Unify program aims to reduce the
digital divide, i.e. the gap between those who
have access to modern digital technologies and
those who do not.

At the beginning of 2000, before the explosion
of the technology ‘bubble’and the economic
turbulence of more recent years, ST Foundation'’s
former President, now Honorary Chairman,
Pasquale Pistorio launched an ambitious and
revolutionary idea. He recommended that

each medium- to large-sized company would
donate up to 0.1% of their annual revenue, and
up to 0.1% of their employees'hours worked to
provide technology and education required to
use a computer and access the internet to those
who lack this opportunity in the communities in
which those companies operate.

organization in 2001, reflecting
the increasing commitment of

For ST, Pistorio set a precise goal for this initiative:
one million people should receive ICT training
in ten years. The ST Foundation was established

soon after with this long-term goal firmly in mind.

ST has been working in this direction and is
committed to continually supporting the ST
Foundation and the Digital Unify program. Such
an ambitious goal, however, was dependant on
the hope that the world’s economy and the mi-
croelectronics market, would continue to grow
sustainably and so support such high financial
and working time commitments.

Unfortunately, overall economic conditions have
not been as good as was hoped and ST has not
been able to donate more than US$1m each
year to the Foundation in addition to the initial
donation. Given the current difficult market
situation, the donation for 2008 has been redu-
ced from previous years. The ST Foundation’s
budget for the upcoming year will therefore

be of US$500,000, to be complemented by any
financial return from deposited capital.

The ST Foundation has been working exten-
sively in 2008 to ensure an ever more serious,
reliable and transparent development of DU.
This has been done through the introduction

of reporting tools, accounting feedback forms
and standardization of the DU's main features.
The program has reached over 55,000 trainees
and results for 2008 have been encouraging,
with over 15,000 new trainees. Because of newly
approved initiatives becoming operational next
year, a significant increase in the number of
trainees (+50%) is expected in 2009.

Should the Foundation’s budget allow for a
similar growth to continue, by 2013, the tenth
anniversary of DU’s launch, the total number of
people having received ICT training through
the program will be 350,000. Given the extent
to which current conditions are different from
what was originally envisaged, this represents an
excellent result compared to the original target
of one million trainees.

O Findthe complete article on the html version of the report

Digital Unify in Bolivia:
developing a new initiative

This example is very representative of how the
voluntary network gets organized and makes
real progress happen!

The idea to develop a DU project in Bolivia
(see picture above) came from an American
ST employee, and the initiative had been draf-
ted and approved by ST Foundation’s board

of directors in November 2007. During 2008
three labs in Bolivia — Cabezes, Abapo and
Mora — were equipped, in partnership with
the Catholic Diocese of Forth Worth in Texas.
Ten ST volunteers in the US were also involved
in the project.

The new team has been trained by Subodh,
a former ST employee originally from India,
who is currently studying in the US. Subodh
has been involved in DU since its inception,
and his generosity and experience have been
instrumental to the success of the program
just as much as the motivation of the team
from the US, and their efforts in translating
the Informatics and Computer Basics course
into Spanish has also been very important.
Nancy and Renan, are two new Spanish
speaking volunteers who will be traveling to
Bolivia to perform training in January 2009.
As the course for future Bolivian DU trainers
will also be completed at this time, the
program will begin to really take off.
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(reate a set of high-level
social objectives and
targets to guide local
activities

D For information on
the indicators presented
in this section, please
refer to the Reader’s Guide
at the beginning of this
report
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Encourage all ST regions
and sites to have a formal
program for equal
opportunities

o/
Document ST best
practices in equal
opportunities
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HIGH LEVEL OBJECTIVE

Support the company in adapting to its surrounding dynamic context

Disclosure on Management Approach

For the 2008 reporting campaign, most of our sites have par-
ticipated covering 94% of our employees in the performance
indicators disclosed in this report.

As usual, ST's small sites are not included in the data collection:

Moscow (Russia), Warsaw (Poland), Madrid/Barcelona (Spain),

Johannesburg (South Africa) and Tel Aviv/Netanya (Israel). In

2008, five sites did not take part of the reporting campaign:

« Carrolton (US) and Ain Sebaa (Morocco), because these sites
are being closed;

- Geneva, Brazil and Tunis because of organizational changes
going on.

Even if merge was not completely effective on the ‘technical’

side, for our Social reporting, we have decided to integrate

data on headcount from our site in the Philippines (joined ST

headcount with the ST-NXP joint venture).

Following auditing team feedback, next year, we will precise

the reporting perimeter in a stricter way.

Employee by region and turnover

The overall company headcount was slightly down in 2007
based on the formation of the Numonyx JV which brought
down our European census. There was a small increase in the
US due to the acquisition of Genesis but when the manufac-
turing restructuring is completed in 2009, the US census will
decrease significantly.

The Company turnover rate jumped up a few points due to an
increase in Asia Pacific attrition. Talent is scarce and compe-
tition is fierce in this region. The last quarter of 2008 showed
downward trend in turnover as the economic conditions
worsened.

Restructuring activities

As the 'restructuring plan results'tables reflect (see next page),
the restructuring activity was low in the US for 2008 as our
factories continued to meet demand. The majority of the
reductions will occur by mid 2009.

Morocco will also complete its restructuring plan by the end
of the first quarter of 2009.

HIGH LEVEL OBJECTIVE
Ensure diversity and equal opportunities

As detailed in our 2006 Corporate Responsibility Report,
following the work of the corporate-level working group on
gender equality, it was decided that a soft, cultural approach
should be taken to developing a company-wide strategy for
gender equality.

Each site should continually develop its own approach within
the framework of the Principles for Sustainable Excellence:
“We will maintain a culture free of discrimination, where
individuals are treated with respect and dignity, independent
of religion, race, gender, nationality, political opinion, sexual
orientation and physical challenges. All employees at all times
will show appropriate consideration and respect for their
colleagues, and ST organizations will enforce a zero-tolerance
approach to incidents of discrimination or harassment of any
kind”

Accompanying company strategy

Mergers and acquisitions activities: below are details of social
impact of the mergers and acquisitions activity detailed in the
company section.

D For information on mergers and acquisitions, see page 8

Mergers and acquisitions activities

Genesys

Countries where employees are based: US, Canada, India,

Singapore, China, Korea, Taiwan and Japan
4,132
3,170

From ST: Catania M6 production unit, Agrate AG8 part of
production line (Italy), Ang Mo Kio 8 production unit (Singapore),
Muar Assembly line (Malaysia)

Number of Genesys employees that joined ST

Numonyx

Number of ST employees that joined the joint venture

Number of Intel employees that joined the JV

Production units that are part of the joint venture:

From Intel: Israel Intel Production unit, Philippines Assembly/Test,

Folsom Engineering
2,681
5,087

ST-NXP Wireless

Countries where employees are based: Belgium, Brazil, Canada,
China, Czech Rep, Finland, France, Germany, India, Ireland, Italy,
Japan, Korea, Malaysia, Mexico, Morocco, Netherlands, Norway,
Philippines, Portugal, Singapore, Sweden, Switzerland, Taiwan,
Turkey, UK and US

Number of ST employees that joined the JV

Number of NXP employees that joined the JV

Likewise, this approach should be developed in line with the
framework of the company’s social policy:

“Discrimination or harassment of any employee based on
color, race, ethnic background or national origin, age, political
opinion or affiliation, religion, gender, disability, sexual orienta-
tion, marital or maternity status or union membership is not in
compliance with company values and must not be tolerated.
ST is committed to attract, develop and retain its workforce
respecting diversity and providing equal opportunities to all
employees based on their behavior, skill and abilities. Deci-
sions concerning recruitment and selection, job assignment,
remuneration, opportunity for training and development and
transfer or promotion will be based on a fair assessment of an
individual’s qualifications, skills and ability, as well as past and
current performance!

Many sites have moved forward.

D For more details, see page 26-27



Restructuring plan results - US region (see more on page 24)

2,049
143

Total number of people involved

Departure with severance* package

(*) Severance is defined by ST's US policy. An employee gets one week of pay for every year with ST.
After ten years in the company, this increases to 1.5 weeks of pay for every year.

Restructuring plan results - Morocco (see more on page 25)

Total number of people involved

Transfer to another site (Bouskoura 2)

Departures due to natural turnover or voluntary resignation

Restructuring plan results - France (GAMAE) (see more on page 25)

Validated projects by type Crolles  Crolles2 Grenoble Paris Roslj:;et s;;i?lr;;s G?Zr’:l;(tf’le S;'al]\lr)i(SP Tours
Company creation/trade in 26 13 12 56 2 1 1 32
Mobility leave 18 14 14 2 37 1 5 8
External reconversion training 12 14 9 1 21 2 1 17
Internal reconversion training 4 3 3 1 8 1 4 2 3
Total number of people involved 60 44 38 4 122 4 22 4 60
Total headcount evolution | LA11ST121 Hires by job type I LA11© ST121
50 2004 2005 2006 2007
Engineers and managers 2593 1605 2312 1,775
“0 Technicians and
administrators 1,167 749 1,154 774
= Operators 4446 3,189 4,088 3,663
Total 8,206 5543 7,554 6,212

20_
10_
0

1995 199 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

(*) This major increase in hires of engineers and managers in 2008, is mainly linked to the
integration of employees from NXP.

Headcount evolution by region | LA11© ST121

2004 2005 2006 2007 2008
Europe 22,593 22,405 22,527 22,341 | Al
Americas 3,180 3,120 3,277 3,122 3,210
Mediterranean 7,224 6,906 7,336 6,995 5,848
Asia-Pacific 16,532 17,602 18596 19,685 il i)
Total 49,529 50,033 51,736 52,143 | - o

Average career length and turnover rate | LA2 1STS6 1 © ST121

2004 2005 2006 2007 2008

LA2 Average turnover rate (%) 6.6 7.8 8.79 8381 10.12

STS6 Averagle career length 1 15 13 19 11
(years)

(*) Career length is the average length of employment of people leaving ST.
Thus the calculation of the career length is based on the average turnover of the 3-5 years.

Nationalities in corporate staff | LA13 1 STS8 |

Women in management | LA13 |

2006 2007 2008 2004 2005 2006 2007
Different nationalities represented in the 7 8 9 STS11 In senior manage-
corporate staff ment (Job grade 6.30 6.60 704 789
17 and above)
STS12 | executive mana-
gement(Job grade 3.80 4.10 5.65 592
19 and above)
Disabled employees | LA131STS12b | % STS12a In staff management
2005 2006 2007 2008 ;ietzj)sr(tel rr:i% rd ér%c;z Zt;)_ NA 9 175 119
Percentage of disabled employees 048 0.62 0.61 0.89 tion manager
Gender breakdown I LA13 | STS9 | %  Gender split for professionals ILA13 1 © STS101
2004 2005 2006 2007 2008 2004 2005 2006 2007
Men 60 60 61 61 61 Men-professional 81 80 80 79
Women 40 40 39 39 - Women-professional 19 20 20 21
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Support local creation of
operational action plans
based on the Employee
Engagement Survey results

HIGH LEVEL OBJECTIVE

Ensure employee empowerment and engagement

Unvested stock awards

In April 2008, ST's Supervisory Board authorized the repurcha-
se of up to 30m shares of common stock. These shares were to
be purchased at times and prices considered appropriate by
the company in open market or private-negotiated transac-
tions. Repurchased shares will be held as Treasury Stock and
will be used for future Employee Unvested Stock Plan program
requirements. The repurchase will be funded from currently
outstanding cash and cash equivalents.

Recognition

As stated in last year's report, our corporate recognition pro-
gram, called STAR (ST Annual Recognition) now recognizes the
value created and the positive impact on our stakeholders.
Applicants may propose individual or collective achievements
first selected by the sites and organizations, fill in a very de-
tailed form showing their alignment with the overall company
objectives but also explaining how they have managed to
satisfy and respond to stakeholders’ expectations.

Several criteria are taken into consideration:

- team efficiency;

- impact on stakeholders; and

+ team behavior.

For the year 2008:

« 22 teams received a bronze, silver, gold or the highest reco-
gnition, the CEO award, out of 73 team applicants;

+ 29 employees received ABCD (Above and Beyond the Call
of Duty) award.

Despite the current crisis, our CEQ, Carlo Bozotti decided to

maintain the corporate recognition ceremony in Geneva.

68 participants were invited to our headquarters in Geneva,

on March 25, 2009 to receive their award directly from our

CEO in the presence of ST's top management.

Even in a period of strict budget and travel constraints, such

event shows ST's top management engagement and commit-

ment to employee’s recognition.

Employee engagement survey

Our first bi-annual employee engagement survey was
conducted in 2008 with excellent participation at 80% of the
population taking part. The result indicated valuable areas
for improvement by department and action plans are being
put in place to improve results. Corporate initiatives will

be developed in the areas of improving communication of
organizations goals and objectives, employee development
and identification of potential (see People Review), and better
dissemination of work plans and schedules.

Find below some more information on the global concept

By engagement, we mean the extent to which employees
commit to something or someone in their organisation and
how hard they work and how long they stay as a result of that
commitment. Engagement is assessed on the basis of four
dimensions:

« Emotional commitment: extent to which employees derive
pride, enjoyment, inspiration or meaning for something or
someone within the organisation.

- Rational commitment: extent to which employees feel that
someone or something within their organizations provide
financial, developmental or professional rewards.

- Discretionary effort: employees' willingness to expend effort
beyond work expectations, such as helping others with
heavy workloads or looking for ways to perform their jobs
more effectively.

« Intent to stay.

The results are absolute values and are obtained by regression

statistical analysis.

D See more on page 27

Unvested stock awards | STS47 |

2005 2006 2007

Number of employees rewarded 7189 6000 6,300

Percentage of eligible population (%) 41 34 35

Recognition | © STS26 1STS28 1 © STS34 1

2004 2005 2006 2007

(2 STS26 People recognized  49,553*  41,676* 77,390* 50,171*

STS28 Overall company

recognition 1,000 1613 1031 2684
budget (USkS)

(2 STS34 Accepted sugges-
tions which were 54 57 39 62

implemented (%)

(*) Can include multiple recognition for one employee over the year
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Employee Survey - Engagement Rate | © STS28a

Overall participation rate

Rational Commitment Index

Emotional Commitment Index

Discretionary Effort Index

Intent to Stay Index

Unplanned absenteeism | STS28b |

2005 2006 2007

Percentage of unplanned absenteeism* 3 3.05 29 3

(*) As opposed to vacations and holidays which are typically planned months in advance,
unplanned absenteeism is the result of absence due to last minute emergencies or illness and
therefore cannot be planned and managed.



HIGH LEVEL OBJECTIVE

Ensure dynamic career progression, life-long learning and employability to meet

employee and company needs

Internal mobility

With a close scrutiny on external hiring in 2008, more jobs
were posted for internal hiring and more positions were filled
internally.

Training hours

The average hours of training per employee was below our
goal as the travel to attend training was reduced and the
number of external hires was also down significantly.

If we look in detail at the results, we can see that this is
particularly the case for the exempt population while training
has been kept up to a very high level for operators with an
average of 72 training hours per person. This is mainly due

to training on new equipment, new procedures, required
polyvalency to replace people in the team during absence or
departure and evolution to an upper level in process, automa-

tion or maintenance path.

(Note: we found out a discrepancy in the information published for training hours
in the past two years. We then decided to update all three years with the right

data)

Promotion and people review

While the number of those reviewed collectively was lower in
2008, the company adopted a uniform process for a bi-annual
People Review of exempt employees in every region. The
worldwide campaign was initiated in the fourth quarter of
2008 and should be completed in 2010. The process should
result in identification of high potential employees and suc-
cessors for future opportunities.

ST University and corporate training

In 2008, STU was accredited with the Corporate Learning
Improvement Process (CLIP) certification.

What is CLIP?

CLIP is a quality improvement framework for corporate lear-
ning organizations that was drawn on the European Founda-
tion for Management Development’s EQUIS quality assess-
ment methodology. EQUIS (European Quality Improvement
System) is a quality assessment and improvement program for
business schools, and business and economics departments
of universities.

At its core CLIP is a mechanism for quality benchmarking,
mutual learning and sharing of good practice. Internal self-
assessment against a comprehensive set of rigorous criteria is
combined with external review by experienced peers.

The peer review is conducted by two Chief Learning Officers
(CLOs) from companies having achieved the CLIP certificate,
supplemented by a representative from a senior business
school and the EFMD. Information about good practice and
other issues is captured from a self assessment process, and
the peer review team'’s reports constitute the basis for best
practices workshops, quality benchmarking and mutual lear-
ning between certified CLIP companies.

CLIP provides value externally and internally for the companies
that are going through the process. It is a quality certification
and therefore has an external marketing value. For example,
some companies highlight the award in their public sustai-
nability reporting. Equally significant, though, it has internal
value because it helps to reposition learning within the or-
ganization in a strategic way, giving it visibility and credibility
within the company itself.

Objectives 08

©

Foster internal mobility:
corporate target is to fill
70% of jobs requiring
experience internally
3

Support local sites in
enhancing management

systems for labor

=N
U
L)

Identify key talents through
people reviews

Internal mobility - jobs filled internally | STS14 | %  Employee access to training | © STS18 %
2004 2005 2006 2007 2008 2006 2007 2008
Jobs requiring experience 61 85 61 78 84 Employees haying recEived > 48 36
filled internally 35 hours training/year
(*) This indicator is particularly important as it shows how training is distributed among employees.
Average training hours | LA10 | Promotion rate and people reviews | LA12 | STS21 | %
2004 2005 2006 2007 2008 2005 2006 2007 2008
(2 STS15 Professionals* 38 37 30 35 ~»/ STS21a Percentage of exempt”
- employees having having
STS16 Operators 67 80 91 61 72 been promoted™ in last 12 21 18.3 20.2
STS17 Others (non professionals) 36 30 30 29 pL] months
Total*** 49 53 43 44 - STS21b Percentage of exempts
assessed during collective 43 62

(*) It refers to employees who hold managerial roles and are exempt from overtime compensation
(**) This higher figure is linked to the regular certification/re-certification of operators at least every

18 months.
(***) Including training on equipment and outside training.

people review (in the last
2 years)

(*) It refers to employees who hold positions normally requiring graduate or post-graduate

education and who are not eligible for overtime compensation.

(**) In previous reports we published the «percentage of exempt employees having changed
jobgrade in the last 12 months. For a better understanding, we decided to rename

the indicator without changing the content.
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Social Performance overview 08

Objectives 08
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Document ST best practices
in the implementation of
human rights

(%)

Create a quarterly
dashboard of key
indicators for human
rights

HIGH LEVEL OBJECTIVE

Proceed to deeper integration of human rights issues in and beyond ST

Working time & overtime

The increase of the standard working time in Malaysia is due
to an organization change in production shifts. The global
organization changed from four crews with four shifts to three
crews with three shifts.

Collective bargaining | LA41STHR5 |

The following is sourced from an article published in The
Straits Times, Singapore, January 2009.

“At least 2,000 manufacturing, electronics workers expected to
be laid off in Q1.

The United Workers of Electronic and Electrical Industries, or
UWEEI, is expecting another 2,000 to be laid off in the first
quarter of this year alone.

The union said that in comparison, about 2,300 workers in the
unionised electronics sector lost their jobs over the whole of
last year.

This time around, some companies are taking extra steps to
help their affected workers.

57-year-old Madam Gayah Sarimon is one of 215 workers
STMicroelectronics retrenched less than a month ago.

She and other colleagues are now undergoing training cour-
ses at the Employable and Employability Institute (e2i) to help
them gain new skills and possibly land a new job.

Itis part of STMicroelectronics’effort with UWEEI to help
affected workers even after retrenchment and to expose them
to other job opportunities.

Madam Gayah said:“l am confident | can gain new skills.
Nowadays in Singapore, there are so many (job) vacancies like
(in) healthcare, customer service, and hotels. So, why shouldn't
I try?”

Halimah Yacob, executive secretary of UWEEI and NTUC
deputy secretary general, said: “We have been working very
closely with companies... ST (STMicroelectronics) is a good

and positive example, because they gave us ample notice
(before workers were retrenched).

“We worked in advance with them, we prepared the workers.
We have a plan as to what to do with them to help them find
jobs!

Apart from the training courses, affected workers also received
retrenchment pay-outs of one month’s salary for each year of
service and can continue to enjoy medical benefits for one
year.

STMicroelectronics will also pay their union membership fees
for a year.

As the economic crisis deepens, Madam Halimah hopes more
companies will adopt the responsible attitude of working clo-
sely with their unions and e2i to explore ways to help affected
workers, even after retrenching them

Freedom of association

Freedom of association is part of the Principles for Sustainable
Excellence, STMicroelectronics' Code of Conduct:

“Our employees have the right to join or form collective bo-
dies, within the framework of local legislation. These rights are
balanced by the duties of employees to the company and by
the individual responsibilities of employees to each other”

In January 2007 we launched a social policy called Sustainable
Excellence in Human Resources Management which expres-
ses very specifically the fact that:

“Employees at ST are free to choose whether or not to lawfully
organize and join associations including trade unions. ST does
not restrict or interfere with employees’ efforts to join a lawful
association of their choice, and this includes any behavior that
involves threatening, interrogating, spying on, penalizing or
discriminating against employees.

In 2008, 75% of ST's employees are covered by union or other
representation.

Working time in selected countries | STHR4 | STHR6 |

Working time and overtime hours | STS36 | STHR7 |

2004 2005 2006 2007
North America 40 STS36 Employees with
regular work time
China 40 less than 48 hours 100 100 100 100
355 58 per week (%)
Malaysia — 5 ,
5.02 STHR7 Average overtime
Singapore 43.98 per week (hours per 1.79 124 417 3.12
. employees)
Fance [ S 325
0.37
Ital 40
ta yl 123
40
Malta Communication meetings | © STS34al
Morocco | 44 2005 2006 2007
Average number of meetings per year in
0 10 20 30 40 50 each organization or site during which
[0 ST standard working time [ Overtime management presents company/ 10 9 10
organization/site results to all employees
allowing time for open questions
Working time lost to strikes | STS38 | %
2004 2005 2006 2007 2008
Ratio time lost to strikes / 004 015 0.04 004 0.02

time worked
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HIGH LEVEL OBJECTIVE

Engage proactively with local community and society to create mutual value

ST’s commitment to the local community
Engaging with the local community at each of our sites
around the world has been a strong aspect of our culture
since the 1990s. Many site-based initiatives and activities have
a charitable aim, either social or environmental. Many our sites
also participate heavily in ST's Digital Unify program, led by
the ST Foundation (see below).

For more information on the Digital Unify program, see page 29

For more examples of local community initiatives, see page 28
However, many other initiatives involving the academic
community are closely connected to our core activities (e.g.
research and development). Engaging with the local commu-
nity in a variety of different ways is considered a vital activity
by all of our sites in order to make business sustainable in
every sense.

Partnerships with the academic community

As mentioned above, our stakeholder engagement in the
local community includes strong, strategic partnerships with
academic institutions, including for joint research and hiring
purposes. In 2008, the number of partnerships in this area
increased for the third consecutive year, reflecting the impor-
tance of this kind of activity for ST's success. The important
increase is mainly due to additionnal partnerships on most of
ST sites.

Charitable donations

In 2008 our charitable donations increased from US$444,000
to US$463,000. Our in-kind donations dropped from an esti-
mated equivalent of US$250,000 to US$189,000.

Donations are made directly by ST sites and both their
amount and nature depend on the site’s annual priorities and
resources. We feel that the data for the average number of
hours donated per employee per year to non-business related
activities is not reliable enough to publish.

Corporate Responsibility awards

In 2008, many ST sites received Corporate Responsibility

awards in various fields such as energy saving, waste reduc-

tion, health protection, community, best supplier, human

resources, quality, safety and security, accountability and

Corporate Social Responsibility.

These awards reflect our company commitment to Corporate

Responsibility through the culture of Sustainable Excellence.

Specific awards this year include:

« a Health Protection Award in Shenzhen by Shenzhen Futian
Family Planning association;

- the Best Exporter Award in Rousset (France) and Bouskoura
(Morocco) by National Council of Foreign Trade CNG;

« Environmental Distinction Award in Carrollton (US) by City of
Carrollton;

« Accountability and CSR in Agrate (Italy) by SCS Consulting
(Italian Partner of AccountAbility).

ST Foundation

The ST Foundation's capital is CHF11m (approximately
US$10m), provided entirely by ST, and the foundation nor-
mally receives from the Company a yearly donation between
$500,000 and $1,000,000 for its operations.

Volunteers work on ST Foundation activities, partly on their
own time and partly on ST's time.

See more on page 29

In 2008, ST's contribution is estimated at around 4,000 hours,
with over 120 active volunteers in seven ST countries.

Digital Unify courses started in 2003, and by 2008 more than
55,000 trainees had profited from them. More than 60 compu-
ter labs have been equipped in Bolivia, Cambodia, Democratic
Republic of Congo, Ethiopia, India, Italy, Malaysia, Malta, Mo-
rocco, Nepal, Rwanda, Senegal, Sierra Leone, Thailand, Tunisia
and Uganda.

New initiatives for 2009 include supplying equipment and
training of trainers for new centers in France and Burundi.

Partnerships with the academic community
1S011EC11Q STS441

Objective 08

%)

(reate a methodology
for evaluating the
effectiveness of local
community programs
and initiatives

Our
objectives

Support local creation
of operational action
plans based on the
Employee Engage-
ment Survey results

Improve the internal
communication of
our strategy and
results, involve the
managers in its
deployment

Create a set of high-
level social objectives
and targets to guide
local activities

Encourage all ST
sites to have a
formal program for
equal opportunities,
and document best

2005 2006 2007 2008 practices
S
ogy for evaluating
the effectiveness of
local community
programs and
STMicroelectronics donations | S01 | EC1 | Usks$ initiatives
2005 2006 2007 2008
OSTS Brable ssociions 1645 271 aas [
STS39a Estimated value of in-kind
donations to community 655 772 250 1tE8  STMicroelectronics Foundation 1501 1 EC11
and society
2005 2006 2007
Total new trainers 12 171 645
Corporate Responsibility awards 1 2.1 1 STS43 | Zcf)?rlot;;nrirs from beginning 393 264 1,209
2005 2006 2007 2008 Total trainees 7,945 12915 15118
Number of recognitions or awards 85 68 76 87 Total trainees from beginning 12060 24975 40,093

received for excellence in CR

of program
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Local actions | Health & Safety

A new approach to improve safety at work:

ehavioral RiSklmprovement

propose tailored solutions.

In 2005, STMicroelectronic’s site at Tours, France,
implemented an innovative program, known

as Behavioral Risk Improvement (BRI) to help
reduce its recordable cases rate. Impressive
results have been achieved with a 44% decrease
between 2005 and 2008. In 2006 and again in
2008, ST's site at Rousset, France, has used the
same method.

The basis of the BRI program is the observation
of employees by their peers within groups. The-
se groups are organized so that each includes
an observer. Importantly, the observers and the
observed must be colleagues at the same grade
and not, for example, on differing management
levels. The safety team provides each observer
with a grid — developed taking into account
past accident records and trends — that lists
both safe and unsafe behavior.

Twice a week, each observer has to notify his
group that he will observe them during a 45
minute period. Regularly the grids are compiled
anonymously by a senior manager defined as
the project coordinator, who then gives the
results to the safety department. Coordinator

Interview with

Corporate Safety Manager is always looking for new
methods to improve ST's safety records. When solutions
implemented across the company do not lead to
satisfactory decreases at specific sites, even if these sites
already have low severity and recordable cases rates, his
role is to analyze activity at these sites more closely and

and observers analyze together the collected
data and may decide to create a working group
to solve any problems observed.

The success of this program relies on coordi-
nation between several teams: staff involved

in safety, quality, manufacturing, training and
communication roles. Management support is
essential to this method. They need to accept
that some of their employees will devote part of
their working time to observations.

Communication and training — behavior com-
prehension, observation and feedback techni-
ques, and instructions for using the grid — are
extremely important. People need to unders-
tand that it is not a question of evaluation but
just of common sense.

As the program develops, the grids will change
according to the progress made. Ideally this
program’s principles should become the norm
and part of the company’s safety culture. Every
employee should be comfortable to point out
to their colleagues when he or she observes
unsafe behavior.

Francois Bonnot Safety Manager, Rousset, France

Why do you believe this method is so successful?

The success of this method is due in part to the fact that
10% of the workforce observes their peers twice a week
which means that on average there is always someone in
observation. Another point is that once employees have
agreed on the method’s principles, it brings everyone closer
together and creates better teamwork.

Apart from employees, are there other stakeholders
positively impacted by this program?

Customers are benefiting. Once this method’s values
become the norm, meaning that people are used to respec-
ting the health and safety rules, employees will naturally
apply these principles in other areas, which implies a very
positive impact, especially for quality.

Apart from safety, what are the other positive impacts
for the company?

There’s a positive impact in terms of corporate image, for
example in terms of how we are viewed by representatives
of local authorities, such as factory inspectors. An indica-
tion of positive reaction to the BRI program is through the
fact that other companies have asked ST for presentations
about the BRI program.

The costs related to workplace injuries are decreasing as
the BRI program continuously reduces the number of acci-
dents. And, as already mentioned, this process is changing
the mindset of our employees, which means a very positive
impact on personal behavior, thus improving quality.

Extract of the BRI awareness
campaign with the illustration of
one unsafe and safe behavior

o

b
s
e

Unsafe
behavior -

Safe
behavior

Recordable Cases Rate Benchmarks*
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2007 US Manufacturing (Source BLS)
2007 All US semiconductor (Source BLS)
[T 2006 SIA OHS
9 2008 ST

(*) Latest data available.

This chart shows ST's Recordable Cases rate
compared to US manufacturing and US semi-
conductor industry.

In 2008, ST Recordable Cases rate kept on
decreasing (-20%) meaning that ST still has
results greatly better than the sector averages.

The source of data is the US Bureau of Labor Statistics
(BLS) and the Semiconductor Industry Association (SIA).
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Health & Safety Performance overview 08

Objectives 08

©

Reduce Recordable
cases rate by 10%

©

Reduce Severity
rate by 10%

©

Reduce the rate of injuries
with days lost for our
contractors by 10%

©

Deploy a new tool to
record, share and
investigate work-related
injuries and illness

7N
L
L9

Ensure 35,000 employees
benefit from available
tests and services

Our objectives

« Reduce Recordable
cases rate to 0.37
and Severity rate
to5

« Reduce the rate of
injuries with days
lost for our
contractors by 10%

38

HIGH LEVEL OBJECTIVE
Ensure a safe and healthy workplace

Disclosure on management approach

We manage our Health and Safety performance using OHSAS
18001, which is widely seen as the most rigorous international
standard for occupational Health and Safety issues. Twenty of
our sites, including all 14 manufacturing sites, where 89% of
our employees work, are certified OHSAS 18001 compliant.

O You can find the full disclosure on management approach in the html
version of this report

This safety performance data covers 93% of our employees.
The remaining 7% work in functions and locations unrelated
to manufacturing. In 2008 we extended the scope of our
reporting thanks to a new online company reporting tool. This
new device is used to track, record and investigate all injuries.
It also allows internal benchmark.

2008 safety results

We are pleased to report that since we began keeping com-
pany-wide records in 2004, there have been no work-related
fatalities within ST. There was a strong improvement of our
performance in 2008, with a 20% decrease in the recordable
case (RC) rate for work-related injuries and illness, bettering
our 10% target. The overall improvement since 2002 is close to
60%, or around 10% per year.

Our severity rate decreased by 18% in 2008, which also beats
our 10% target. The overall improvement since 2002 is an
impressive 65%.

The impact of these results can be seen in the decrease of the
estimated cost (see graph) to the company by 23% in 2008

HIGH LEVEL OBJECTIVE

compared with 2007. In total, the improvements since 2002
have resulted in savings of US$23 million.

In 2008, we continued actions and programs carried over from
previous years, in particular in the areas of communication
and training. Each year we also continue to improve our ha-
zard identification, risk assessment and risk control manage-
ment systems. This has resulted in a 18% decrease in the rate
of industrial recordable cases involving chemicals, machines
or electrical current, for example, and a 23% decrease in
domestic cases, which relate to a fall or slip, or hitting a door
or building, etc.).

For more details on safety program, see page 39

Contractor’s safety indicator

In 2007 we started to track injuries incurred by our contractors
and the resulting time lost at all our manufacturing sites and
our three main non-manufacturing sites. There was a decrease
in injuries during 2008 of 12%, exceeding our 10% target. This
includes more than 5,700 contractors.

Chemical workstation risk | STEV67 | STEV68

Each workstation using chemicals has been assessed using an
internal methodology called ST Chemical Risk Assessment. ST
has a comprehensive approach to ensure the prevention of
significant risk.

H&S topics covered in formal agreements with trade
unions | LA9

O For more details, see the html version of this report

Give all employees access to the same level of medical care

In 2008, we maintained our company-wide Health Plan which
was launched by our CEQ, Carlo Bozotti, in 2005 and imple-
mented at the end of 2006.

During 2008 the first 18-month round of medical examina-
tions was completed with 47,000 tests undertaken, following
the 63,500 carried out in 2007.

The Health Plan covers all ST sites with the main objective of
offering a check-up every 18 months and a set of complemen-
tary medical tests every three to five years, depending on age
and the exam, to each ST employee.

In 2008 more than 17,000 employees took up this opportu-
nity which means that at least 60% of the employees took an
exam during the past 18 months.

In 2008, our Health Plan expenses increased from US$820,000
to US$Tm. This increase meant we could finance additional
medical staff and new equipment, such as electrocardiograms
and audiometers.

We won two Health AV\/a rdS

in 2008.

Loyang, Singapore
Certificate of Healthier Canteen Award 2008-2009 by
the National Health Promotion Board.

Screening examinations were continued in 2008 with gyne-
cological visits, audiometric tests and eye tests. During the
year, nine specific illnesses were targeted by immunization
campaigns.

To better measure the health program’s efficiency over the

year, we recently launched five new health indicators:

« smoking;

- blood pressure - to highlight incidence of hypertension;

+ body mass index — to indicate problems relating to weight
and obesity;

- regular sport practice;

- cholesterol.

Taking account of these indicators will also allow us to spon-
sor local health campaigns that relate to our most worrying
issues. Our campaigns to help employees stop smoking — as
described on page 38 - are one of these.

Ang Mo Kio, Singapore

The Singapore Platinum HEALTH
Award: the highest level of national
recognition, following our 2006 Gold award win,
for our longstanding dedication to encouraging a
culture of healthy living among our employees.



Recordable cases rate -

Severity rate

Recordable cases rate

Injuries / illness cost
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— 10% per year using 2002 as a

" Industriel Domestic
baseline (Decalogue target) .

Lost work day case rate (LWDC) for ST subcontractors | LA7 | STHS13

2007 2008
Lost work day case rate 0.99 0.87

EHS fines

Among the EHS inspection we had this year by various EHS regulatory agencies, the following
fine was recorded.

Location | Type | Violation Fine Corrective
action(s)

Europe  Safety The Department of Pre- USS3k All'issues were Closed
Italy vention and Safety issued a corrected and

notice of non-compliance non-compliances

for a missing safety risk cleared.

assessment and other safety A written answer
issues (including electrical was provided
issue, mission protection, within the allotted
and some inadequate emer- time.

gency exit signs).

Health Plan - Medical examinations

2007 2008 Total
Medical Examination 62,500 35,536 98,036
+ Check up with a physician 23,700 13,863 37,563
+ Blood analyses 17,000 8,094 25,994
« Chest X rays 8,500 3,788 12,288
- Colorectal cancer immuocult test 1,400 754 2,154
- ECG/ EKG 6,300 5019 11,319
+ Mammography 1,700 1,160 2,860
« Pap smear tests 2,800 1,488 4,288
- Prostate cancer screening PSA 1,100 470 1,570
Screening test 0 8,337 8,337
Biomonitoring 0 70 70
Immunization 1,041 3,121 4,162

— 10% per year using 2002 as a
baseline (Decalogue target)

«=+ Result without action

Interview with

an occupational health representative,
Bouskoura, Morocco

For medical experts, prevention is the key to good health
and this is particularly true in the workplace.

I have never seen initiatives similar to ST's corporate health
plan anywhere else. It allows us to raise awareness on pre-
vention and to instill the idea that prevention can save lives.
Initially, we faced a number of problems as people were
apprehensive and fearful of visiting clinics for medical exa-
minations. Most of them had never performed any control.
So, the main activity for medical staff when launching the
program was to accompany, communicate, inform and
explain to help people overcome their fear. We conducted
several awareness campaigns and many workplace
meetings.

After several months, the health plan has been effectively
deployed with many employees taking part on a voluntary
basis.

Interview with

Xiao Jun LUAN,
Health Manager, Shenzhen, China

In Shenzhen, China, ST’s corporate health plan has been
welcomed by all employees, who consider it as a sign that
their management cares for them, especially as the medical
tests and procedures proposed go further than Chinese legal
requirements.

After a large communication campaign through the site’s
bulletin board, a health tests bus visited the site and the
dormitories, for more comfort and convenience for the
employees.

For more information on the indicators presented in this
section, please refer to the Reader’s Guide at the beginning
of this report
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Ecopack®

For ten years, ST has developed a wide
program called Ecopack® to devise

and implement solutions leading to
environment friendly chip-packaging.
What we call packaging refers to the
black plastic containers that house

the microchip and provide four major
functions: interconnection of electri-
cal signals, mechanical protection of
circuits, distribution of electrical energy
(that is, power) for circuit function, and
dissipation of heat generated by circuit

function.

We have both favored greener mate-
rials and removed polluting and hazar-
dous substances from our devices, like
progressively banning lead and other
heavy metals from our manufacturing

lines.
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We are deploying this program
through:

» Ecopack 1
= RoHS compliant” + lead-free

 Ecopack 2
= Ecopack 1 + halogen -free

» Ecopack 3
= RoHS compliant + lead-free
+ halogen-free + fluor-free

» Ecopack 4
= Ecopack 3 + Phthalate-free

We are now proposing to our custo-
mers Ecopack 2 grades packaging and
by default all products delivered today
by ST are RoHS compliant.

(*) Including exemptions

D For more information on our hazardous substances

management, see page 41 and www.st.com/stonline/
leadfree/index.htm

B

nvironment

Our results™ from
1994 to 2008

frergye= D | .0 /0
woer:= 1 2./ Y0

Chemicals (2000-2008):

- 44.4%

(*) Consumption per unit of production



Chemicals management

Environmental performance

The semiconductor industry uses many different
chemicals; most of them in very low volumes,
but some contain substances of very high
concern (SVHC).

For ten years, we have been deploying many
programs to reduce risks related to the handling
of chemicals, waste management and final
products in use. The result is a comprehensive
policy that involves many ST departments.

Chemical saving and recycling programs
Since 1993, ST has been working on programs
to reduce its hazardous substances consump-
tion and improve the resulting waste treatment.
The evolution of our Decalogue helped us

to successfully challenge our performance in
these areas. Thus we have been reducing our
chemical consumption by more than 5% a year,
on average, since 1998.

Through corporate and local chemical saving
plans, many initiatives have been implemented
and shared across ST to outperform this goal,
such as substitution of the most hazardous
substances, chemical recycling, process optimi-
zation or hardware modification to dilute che-
micals and lower their flow rates. In 2008 a focus
was given to tend to the elimination of PFOs
compounds in Front-end and the conversion to
halogen free materials in Back-end applications.

Chemical management and risk
management

Health and safety risks have been monitored
very soon, starting with the creation of emer-
gency response teams and specific EHS training
programs. To limit employees’ exposure to
hazardous substances and other risks, since the
mid-1990s, ST has implemented a total chemical
management program, in partnership with its

Suppliers
Subcontractors
Foundries

« Purchasing E
(Corporate and

Banned, exempted
local)

and declarable

. Outsourcing substances list

and wafer
Foundries
outsourcing

departments Material

Declarations

ST considers the management of chemicals as its second
key issue, after climate change. So far we have successfully
anticipated increasingly stringent legislation as well as
keeping up with our customers’ requirements.

suppliers. As suppliers provide us directly on
site with chemicals, most hazardous substances
are used in closed systems without exposure to
employees and the environment.

In 2003, local and corporate teams worked
together to define a strict methodology for che-
mical risk assessment. Each chemical is assessed
in use at every stage from storage to waste
treatment. A risk prevention program is deve-
loped for each situation in order to eliminate or
reduce the risk as much as possible.

ST initiatives and compliance to
international standards and regulations

Ecopack®

For more information, see page 40 and www.st.com/
stonline/leadfree/index.htm

RoHS (Restriction of Hazardous
Substances) compliance
Closely linked to the Waste Electrical and Elec-
tronic Equipment Directive (WEEE), this EU di-
rective was adopted in 2003 to fix the maximum
concentration level of six hazardous materials
and took effect in 2006. ST was compliant in the
due date thanks to our Ecopack® program, with
legal exemptions for some products with no
acknowledged technical alternative to lead.
www.st.com/stonline/leadfree/index.htm

REACH (Registration, Evaluation, and
Authorization of Chemicals) compliance

The REACH 2006 European legislation addres-
ses the production, importation and use of
chemical substances, to mitigate their potential
impacts on both environment and human
health. Major efforts have been done internally
to comply with this regulation.

For more details, see page 62

ST documentation systems

Corporate and sites EHS departments

azardous materia management

ST plays two main roles in REACH: downstream
users and producers of articles (our finished
goods). As producers of articles we have the
duty to notify our customers of the presence

of SYHC in our products, if above the defined
concentration. The next steps for us, as for all
semiconductor companies and associations, will
be to contribute to the elaboration of exposure
scenarios as defined in REACH and ensure appli-
cation of all viable risk management measures.

Management throughout the supply chain
In 1999, we announced in the second version
of our Decalogue our intention to publish and
update information about the chemical content
of our products. In 2008, ST has published its
14" list of banned, exempted and restricted
substances™. This list is reviewed annually to
take into account the most stringent worldwide
regulations and standards, and includes our
customers'requirements.
Our suppliers and subcontractors have to
comply with it and produce lab analyses to this
effect. They also have to certify their compliance
to our programs and in-force legislation and to
ensure they have adequate EHS management
systems (such as OHSAS 18001, 1SO 14001 or
EMAS).
In 2008, a major improvement has been carried
out with the creation of a new documentation
system database to store and share this
information internally. Thus we can guarantee
our compliance to worldwide regulations and
standards, and give details about the content of
our products to our customers.
- ECOPACK® brand;
- Material Declaration, for our compliance to
RoHS and other worldwide regulations and
standards (covers all our products since 2008);

- REACH letters for our compliance to this
legislation and details about the SYHC (2008).

For more details, see page 62

(*) REACH terminology

(**) substances may be regulated via various ways: some
substances are completely banned; some are used and
accepted, due to regulatory exemption or lack of alternative
solutions.

Corporate Chemical commitee ECOPACK® products

sites Chemical commitee and Material + Sales and
Declarations and EHS marketing Customers
communication departments

Product group divisions
Material Declaration Champions

and letters
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Environmental performance | Waste management

Partnering with suppliers for

Despite an environment of increasing raw material
prices, developing creative partnerships with our
suppliers has kept actual purchase costs low and
made more efficient use of resources.

Interview with

Lionel Simmonet
Procurement manager, Rousset, France
(left on picture)

Alain Broc
Facilities Process Fluids manager, Rousset,
France (right on picture)

Efficient procurement of raw materials in the
semiconductor industry is critical as we use high
volumes of expensive metals. In recent months
the cost of these resources has continued to rise.

Some concrete achievements on

Front-end sites

Lionel Simonnet is Procurement Manager at

our Rousset site in France. When he worked on
targets and coils supply with his major suppliers,
he discovered that ST could benefit from a
reduced price if ST could guarantee the return of
used parts for recycling.
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As part of the Front-End production process,

in the CVD-PVD" workshop we use targets and
coils as part of the microchip manufacturing
process that may be made of several materials
—tantalum™, titanium and copper — that we buy
from Honeywell, Praxair and Nikko.

In our industry, the materials we use are highly
purified and produced to be compliant with all
semiconductor quality standards.

Acids used in manufacturing processes are also
recovered and recycled. Alain Brog, Facilities
Process Fluids Manager at the Rousset site, works
on reducing the quantities of chemicals used
while trying to find less-polluting alternatives for
any dangerous chemicals.

At the Rousset site, phosphoric acid is now
completely recycled. It is bought by an external
company and used in water recycling systems.
As with other products we use, the phosphoric
acid is in such pure state that even as a waste it is
still very valuable for other industries.

material recyding

Recycling tantalum™

The Rousset site has taken part in a tantalum
recycling program with local steelworkers since
mid-2007. This has achieved the twin objectives
of getting lower prices from suppliers and
limiting environmental impact as used products
are completely recycled.

The most critical issue is to guarantee
traceability of the products. To ensure this
each used part is assigned a specific reference
within the accounting system so that suppliers
can be confident that we return to them

the correct products. This project has been
achieved through efficient teamwork between
the production workshop, and the logistics,
purchasing and procurement teams.

To save on transport costs and emissions, the
parts are collected and stored onsite and sent
back to the suppliers every three months.

Over 18 months, the recycling of tantalum has
meant a saving of US$38,000 for the Rousset site
with an additional US$28,000 gained with the
recycling of other materials. This good practice
has now also been implemented at the Crolles
site in France.

(*) Chemical Vapor Deposition-Physical Vapor Deposition.
(**) STrequires its suppliers to sign a statement ensuring

that the tantalum they provide does not come from
Congo.



The special case of silicon

Shortage of supply and the high price of
polysilicon have forced many companies to
look at any solutions to recycle silicon. At a
global level, ST took the decision to recycle
its silicon wafers.

A project was started in July 2008 to
recycle our stock of patterned wafer scraps.
Previously, ST had been recycling only its
non-patterned wafer scraps.

The process involved identifying all
available wafers, defining a controlled

and secure process to remove sensitive or
confidential information, and selecting the
right subcontractor to collect, package,
identify and ship all wafers stored at ST sites.

It was decided to sandblast the wafers
to erase any information on them, in
partnership with a secure subcontractor

in Taiwan, before selling them to the
photovoltaic industry to be turned into solar
cells. High levels of security are required

in the process to protect our intellectual
property. Logistically it is also challenging
to organize the transport of more than ten
tons of silicon from our warehouses to our
subcontractor.

This project has been initiated and
coordinated from Rousset, by Gérard
Stehelin, Silicon, Mask, Wafer Packing Global
Purchasing Manager, Global Purchasing
Organization, Front-End Materials and
Equipment, who received an ST Bronze
Award on behalf of all the people involved
from many ST sites and organizations.

This major project led to a number of benefits.

311,000

wafers weighting

ten tons have been
treated by sandblasting
in Taiwan and turned
into solar cells
producing 460kW of
pOWer.

Development of
useful knowledge that
can be put to usein
other similar projects.

Contribution to
while reducing

and eliminating
waste.

renewable energy

energy consumption

Real financial
benefit, with

USS1.3m

saved.

Environmental awards 2008 stevio

In 2008, ST sites won eight environmental
awards, demonstrating good results in the key
areas of environmental protection.

Waste management:

- Tours, France, won the Trophée du Déchet
issued by the Chamber of Commerce for its
high-performance waste management.

« Shenzhen, China, won a waste reduction prize
issued by the local environmental protection
agency.

Waste water:

Phoenix, USA, won the 100% Compliance Award
from the City of Phoenix for zero violations in
waste water discharge.

Saving energy:
« Shenzhen, China, won an Energy Saving prize
from the Shenzhen Energy Saving Committee.

Transportation:

- Grenoble, France, won two prices for its
Mobility Management Plan, contributing to
reducing CO, emissions.

Environmental protection:

« Carrollton, USA, won the 2008 Environmental
Distinction Award from the City of Carrollton.

- Ang Mo Kio, Singapore, won an award from the
National Environmental Agency Corporate and
School Partnership Program.
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Environmental performance

Climate Change

Around the world
oftransport initiatives

Transport is a major contributor to climate
change according to scientists, representing
18.4% of global greenhouse gases emissions
(source: International Energy Agency). For
STMicroelectronics, it represents a small part of
our total emissions (around 6%) but despite this,
many of our sites have decided to tackle this
issue, proposing alternative solutions to their
employees.

Our sites have taken many initiatives locally.
Every site has strong support from local mana-
gement and a motivated team to make progress
in this area.

Employee transportation is a sensitive issue to
address because it deals with employees' privacy
(for home-work journeys). ST cannot compel
anyone to use greener means of transportation
but the company can give incentives and help
raise employees'awareness of the issues.

A successful mobility management plan has

to take account of local factors, including the
workforce’s size, where employees live, local and
national regulations and subsidies and public
transportation infrastructure.

Any mobility plan management has to respect
certain requirements:

- safety (road infrastructure and equipment);

- cost-effectiveness for both ST and employees;
- availability, flexibility and comfort;

ST shuttles

« low environmental impact;

- reduced traffic congestion;

« car parking.

Several ST sites have developed local initiatives
that offer relevant transport solutions.

Communication and awareness
Communication is indispensable to a sucessful
mobility management plan. Its aim is threefold:
a dialogue between management and em-
ployees; awareness about the benefits of
alternative transportation; and information
about the existing solutions.

Castelletto (Italy): tailored solutions communi-
cated to each employee.

Grenoble (France) and Paris (France): online
description of advantages and practical informa-
tion for each mode of transport (such as cycling,
walking, carpooling or public transport).

Crolles (France): online CO; calculator to
measure individual impacts, which are calcula-
ted from means of transport, distances traveled
and number of people traveling.

Kirkop (Malta): training for new employees
includes a module on transportation.

Public transport and coaches

Public transport and buses are one of the most
standard solutions for ST sites. Their success
depends on the fares, frequency of service and
its coverage.

Car pooling

Grenoble and Paris: bus tickets offered to
cyclists and walkers for rainy days or other occa-
sions when walking or cycling is impractical.
Grenoble, Paris, Rousset and Tours (France):
partnership with local authorities and neigh-
bouring companies to improve public transport
services.

ST shuttles

Some of our sites are rather close to each other.
To reduce the number of trips for employees
traveling to and from some sites have organized
daily shuttles.

Rousset/Grenoble/Crolles, Castelletto/Agrate:
daily shuttles between ST sites.

In several countries there are also daily shuttles
with ST or private coaches because there is no
public transport available.

Bouskoura (Morocco): a private coach company
assigned to ST, free of charge for employees.
Kirkop, Ang Mo Kio (Singapore) and Shen-
zhen Sales and Marketing Office (China): ST
buses free of charge for employees, taking into
account shift schedules for operators.

Greater Noida (India): 38 ST buses, running on
compressed natural gas transport 80% of the
site’s employees.

Energy-efficient driving




Car-pooling

Car-pooling can complement public transport
and may be convivial and safer, cheaper and less
polluting.

Grenoble, Phoenix (USA) and Rousset: parking
places dedicated to carpoolers close the site
entrance.

Tours: breakfasts organized for employees from
a same district so that they meet each other and
then carpool.

Rousset: employees’ subscription to a carpoo-
ling association paid by ST. Employees are put

in touch with all the members and benefit from
some commercial advantages.

Phoenix: quarterly fuel card offered by ST to
carpoolers.

Cycling and walking incentives
Cycling and walking are the cheapest, healthiest

and most environment friendly transport option.

For them to be practical, safe and convenient
access to ST's sites are required, and the sites
themselves cannot be located too far from
surrounding cities.

Phoenix: quarterly gift cards offered by ST to
walkers and cyclists.

Tunis (Tunisia): 10 bikes available for ST em-
ployees to borrow.

Grenoble and Paris: packages offered to bikers
and walkers (such as public transport tickets,
backpacks, bike lights and maintenance kits).

Biking and walking
incentives >

Energy-efficient driving

A mobility management plan can never encom-
pass every employee. ST is also willing to find
solutions for people who cannot avoid using
their cars. They can move towards greener vehi-
cles and drive safely and in a more fuel-efficient
manner.

Grenoble: ST provides financial support for
employees to buy electric cars or transform their
vehicle to be powered by LPG (liquid petroleum
gas) or CNG (compressed natural gas).

Paris: real time information about traffic for
employees so they can avoid congestion.

Paris and Tours: training sessions on economic
and safe driving.

Greener business

STis also developing solutions to limit CO, emis-
sions during the course of business. In addition
to shuttles between sites we also limit business
travel as far as possible using conference calls,
net-meeting conferences and other e-learning
solutions.

Geneva (Switzerland): meeting rooms
equipped with sophisticated communications
equipment including microphones, cameras
and speakers for video conferencing.

Grasbrunn (Germany): salesmen’s company cars
consume less than 6 liters/100km and emit less
than 140g of CO,, which is below the company
requirements.

STUniversity: virtual classrooms with webcams,
headphones and software for remote interactive
training between several employees.

Greener business

ST Grenoble - exemplary in
mobility management

In 2008, ST Grenoble (France) was recognized twice
for the excellence of its mobility management plan.
The site won a prize from the European Platform

on Mobility Management and another from CIPRA,
an international non-governmental organization
campaigning for Alps protection. The Grenoble site
has been active in this area since 2000 and has rea-
ched exceptional results thanks to a comprehensive
package of measures and constant collaboration with
neighboring companies and local authorities.

In 2008, more than 54% of ST Grenoble employees

were using alternative transport methods that contri-
buted to saving more than 1,000 tons of C0,.

A Mobility Management

Commission in France

At the end of 2008, ST France (six sites) decided to
combine their efforts on mobility management and
create a national commission.

The commission suggests that every ST employee should
be offered several solutions of alternative transport.
Best practice and lessons learned from each site will be
shared.

In 2009, local commissions will be implemented to col-
lectindividual sites'needs and expectations and locally
implement decisions taken by the national committee.

Public transport
and coaches
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HIGH LEVEL OBJECTIVE

Maintain top class management systems for environment

Disclosure on management approach | #10.3 | #10.4

At STMicroelectronics, we manage our environmental perfor-
mance using ISO 14001 and EMAS, which are widely seen as the
most rigorous relevant international standards. Our environmental
reporting covers 80% of our employees, including all 14 of our
manufacturing sites. Performance indicators for environment
matters cover all our manufacturing sites.

In early 2008, ST changed its environmental reporting tool and
migrated to a much more flexible system.

Environmental Burden methodology | EN16 | EN20

Since 2001, net emissions to air and water have been reported
using Environmental Burden methodology, to give a complete
overview of the environmental impact of ST's activities, indepen-
dently from the growth in production capacity.

In 2008, some of these indicators have been significantly impacted
by the carve-out activity conducted with the creation of Numonyx
and progressive production reduction at manufacturing sites that
have planned to close.

For more details on the creation of Numonyx, see page 8

Emissions to air |[EN16 |EN17 |EN19 | EN20

In 2008, most of the indicators related to emissions to air showed
a significant decrease.

Our global warming indicator showed a significant decrease, of
15.6%, half due to a sharp reduction in direct emissions, related to
manufacturing activities, and indirect emissions due to energy-
saving activities. And half results from the carve-out effect.

For more detail on the reduction in greenhouse gas emissions, see page 50

HIGH LEVEL OBJECTIVE

In 2008, we succeeded in eliminating some Ozone Depleting
Substances (still used at one site) which led to a substantial reduc-
tion of these emissions.

Use of Volatile Organic Compounds (VOC) significantly decreased,
mainly because of the installation of a new abatement system at
one site.

Overall Air Emission Toxicity slightly decreased due to the carve-
out activity.

In 2008, results obtained from Atmospheric Acidification and
Photochemical Oxidant Creation measurements reverted to the
trends we had observed in 2005 and 2006.

In fact, based on a study conducted in 2007, we identified two
analytical issues in the evaluation of our emissions:

- methods' standardization from one site to the other;

« detection limits of the monitoring tools.

We have decided to update our company specification giving
more precise corporate guidelines.

And from 2009, we will be able to disclose more reliable data.

Emissions to water | EN21

In 2008, Eutrophication and Aquatic Oxygen Demand showed a
significant increase because we decided to change our calculation
methods. In previous years we first measured waste water at the
point of measurement A (as indicated on diagram page 47) and
then used a 50% abatement estimation to evaluate Eutrophication
and Aquatic Oxygen Demand at the exit point B of the external
waste water treatment plant. Starting in 2008 we decided to
report on waste water at point A only to really take into account
ST's impact on the environment and the community.

Contribute to company efficiency and financial performance

Environmental accounting

Expenses

The table page 47 presents the total costs versus savings for the
three key resources used in our industrial processes (energy, water
and chemicals).

The costs include all environmental expenses for water, waste
water and air treatment, recycling of water and chemicals, waste
transportation and disposal, as well as costs related to environ-
mental management systems, audits, permits and remediation.
They also include sampling and analysis of water, waste water,
recycled chemicals, ground, air and external noise as well as the
depreciation of equipments and investment in the upgrading of
environmental facilities. The 2007 costs were underestimated and
we report in 2008 the cost we did not report last year.

Savings

On an annual basis, we calculate our savings as follows: a baseline
is set every year and the expected consumption for the following
year is determined with the assumption that there are no impro-
vement actions taken. Every year, the real consumption (including
energy, water and chemical saving programs) is measured against
the projection to show actual savings.

In 2008, our total savings was US$303m with net savings of
US$262m once costs are deducted. The decrease in total saving is
linked to the decrease of production volume.

Environmental investments

Despite the fact that our environmental investments have
decreased compared to 2007, we have continued to upgrade our
infrastructure.

In order to achieve our objectives for a reduction in carbon emis-
sions from Perfluorinated Compounds (PFCs), during the process
of transferring from one site to another, all the abatement systems
of the receiving sites have been upgraded.

In order to reach our objectives in energy savings we continuous-
ly upgrade our manufacturing equipments.

Programs for the reduction of natural resources i 2.1

ST's programs to reduce the use of energy, water and chemicals

at all sites are the foundation of our longstanding eco-efficiency

approach to environmental stewardship and they have saved the

company around US$1,200m over eight years. Once established

and identified in any given site, environmental good practices are

deployed in other manufacturing plants and building installa-

tions across the company. Most of the projects have a pay-back

threshold below three years, meaning that the money invested to

increase equipment-related and other kinds of efficiency should

be recouped within a three-year period.

As part of our culture of spreading good practice across the com-

pany, many resource-efficient projects have been implemented in

other sites in 2008:

- water and heat recovery was put in place to reduce water draw
down and natural gas consumption at Agrate, Italy;

- a new VOC abatement system was also installed at Agrate;

- a water reclaim project was completed at Bouskoura, Morocco;

- an ultra filtration water plant was installed at Muar, Malaysia;

- a water recycling system and a die saw waste water recovery
were installed at Shenzhen, China;

« a micro filtration and water recovery plant was installed at
Kirkop, Malta.



Environmental burden: net values
IEN161EN17 |IEN 19 |EN 20 |EN26 ISTEV21 1 @ 4.11 @ 431 @ 4.41

Emissions to air indicators Units 2005 2006 2007 2008
Global warming* MTCE 626,420 563,363 478,884 FULZFEHL)
Ozone depletion KgR11 Eq 78 135 171 62
VOCs Tons 311 290 262 244
Atmospheric acidification Kg SO, Eq 81,509 72,951 58,178 BEER LY
Photochemical Oxidant Creation = Kg ethylene Eq 46,767 65974 15,761 BRCERELE)
Air emission toxicity™ Kg PHs Eq 7,532 3,737 4,881 4,720
Emissions to water***

Eutrophication Kg [P+N] 387,051 385,031 381,889 BEN el
Aquatic oxygen demand Kg COD**** 443870 354,965 351,967 BCELIEY;
Heavy metals to water Kg heavy metals 17,522 13,279 13,277 BLEELS
Aquatic ecotoxicity KgCuEq 11,490 13,964 10,398 7,598

Environmental incidents 2008 | EN23

A minor case of soil contamination by solvents occurred in Tours,
France, in 2006. Investigations were completed in 2007 and
remediation is ongoing.

A groundwater organic contamination identified at our site in
Rennes, France, in 2006 has been investigated in collaboration
with local authorities. A remediation plan was launched in early
2008 and is still on going. An incident occurred in June 2008 at
the Ang Mo Kio site in Singapore (as detailed below).

Compliance with environmental laws and regulation
EN28

Location |Violation Corrective
action(s)

(*)  Includes direct greenhouse gas (GHG) emissions from our manufacturing plants and indirect emissions from
energy consumption and transport, reported in Metrics Tons of Carbon Equivalence (MTCE). Does not include
GHG emissions from controlled manufacturing sites, subcontractors and foundries.

() Emissions of substances are considered only if they exceed the minimum threshold of 3ppm, expressed in
phosphine equivalent. For Volatile Organic Compounds, Atmospheric Acidification, Photochemical Oxidant
Creation and Air Emission Toxicity the Particulate Matter is not covered.

(+**) Domestic waste water is included.

(»exx) Total Chemical Oxygen Demand (COD).

Ang MoKio InJune2008,an  US$S Implementa- Closed
(Singapore) ammonia scrubber 3.3k  tion of a quar-

has been out of terly audit by a

control during a third party on

short period of the scrubber’s

time. As a result, performance.

a white irritating
powder has been
emitted with no
major damage to
people, nor perma-
nent pollution on
ground.

A fine has been
issued by the Sin-
gapore Authority.

Emissions to water
Water losses through
evaporation

ST waste water

ST Site

Water from
wells on suppliers

D!

‘—

Water
recycled
and reused

v

Water content
of liquid waste

treatment plant ' '

T~

—— ST sites with internal Water
Waste Treatment Plant
ST sites without internal Water
Waste Treatment Plant

Clean water
discharged

: Point of
{ measurement

. Former pomt of
i abatment estimation

Environmental costs versus savings | EN30 | STEV8 | STEV35 | STEV58 | US$m

Indicators 2004 2005 2006 2007
Total costs 35 34 35 28
Energy savings 91 107 129 201
Water savings 19 22 26 27
Chemical savings 64 74 82 920
Total saving 174 203 237 318
Balance (cost savings) 139 179 202 290

The method used to calculate the savings shown in this table is the following:

1) we set a baseline using the 1994 model with the assumption that there are no installation enhancements;

2) this baseline is projected each year (in relation to the quantities produced);

3) each year, the actual value is compared to this projection; and

4) the result shows the theoretical benefits due to the installation improvements concerning the savings for
energy, water and the use of chemicals.

Total costs cover expenditure of environmental management areas (including waste and remediation) and
yearly net investment and equipment depreciation.

Environmental investments | EN30 | STEV6 |
30
25

20

15

10

05 ©
o =

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

B % of total company investments

47



Environmental Performance overview 08

Objectives 08

O]

Reduce energy consumption
by 5%*

©

Reduce water consumption
by 5%*

O]

Reduce chemical
consumption by 5%*

(¥) Per unit of production/year
compared to the 1994
baseline

Our
objectives

Start a change

of mindset in
STMicroelectronics’
ecological
approach by:

- evaluating the
balance between
the energy
consumption
induced by our
products and the
energy saved
thanks to them;

performing Life-
Cycle Assessments
(LCA) studies for at
least four products;

introducing the
concept of eco-
design.
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HIGH LEVEL OBJECTIVE

Continuously improve our eco-footprint according to Decalogue target

Overall reduction in consumption of resources

In 2008, for all ST manufacturing sites, electricity use decreased by
14.2%, water use by 16.3% and use of chemicals by 12.8%. These
trends should be compared to a production decrease equivalent
t0 9.6% and an estimated carve-out effect of about -7% for electri-
city, -9% for water and -4% for chemicals.

Energy saved

Savings include the global energy efficiency improvements in
manufacturing processes and facilities management within our
manufacturing sites. The overall energy consumption (natural gas
and electricity) in kWh per unit of production expressed in norma-
lized value (baseline 100 in 1994) reaches the value of 48.5 in 2008.
Consumption of electricity per unit of production

In 2008, the overall trend since 1994 for electricity consumption
reduction, based on our Environment, Health and Safety Decalo-
gue target to achieve a cumulative reduction of 5% per year (per
unit of production), has been maintained. The global reduction in
2008 versus 2007 is at 5.2%. This result is partially due to upgrades
to manufacturing processes, with more sophisticated and com-
plex technology.

Consumption of natural gas

Natural gas is mainly used for air heating purposes and for coo-
king at on-site canteens, representing only approximately 10%

of our total energy use. We are focusing on reducing natural gas
consumption as part of our commitment to reduce CO, emissions.

The graph on page 49 summarizes the results achieved over the
years through energy saving programs, including electricity and
natural gas.

Consumption of chemicals | 8 5.1 |

Our manufacturing processes require significant amounts of
chemicals, especially in Front-end activities. Since some chemicals
have a potential impact on the environment and also carry health
and safety risks, we work hard to keep their use as low as possible.
D For more detail about our chemical management, see page 41

In 2008, despite the global consumption of chemicals has
decreased by 12.8% in absolute value, compared to 2007, the
consumption per production unit is deteriorating due to a de-
crease in production.

However, since 2000, the average reduction in chemical use has
been over 7.8% per year, compared to the annual target of 5%
reduction per unit of production.

Consumption of water

This is an area where we continue to make good progress. We
have consistently exceeded our Environmental, Health and

Safety Decalogue target, reducing water consumption per unit of
production by an average of 8.9% per year since 1994. The chart
on page 49 plots our performance against the EHS Decalogue
target of 5% reduction since 1994 and shows that the reduction of
water consumption per unit produced has been much faster than
anticipated.

The reduction in water consumption is achieved through conti-
nuous improvements in our processes and through a reduction

in water draw down, but also thanks to recycling practices that
are shared between different sites. As a company, our water
recycling and reuse rate is 34.5%, but reaches 40% to 50% in some
Front-end plants (Rousset and Catania) and 75% in some Back-end
plants (Malta).

We monitor our complete water cycle, which consists of a number
of stages. Water is drawn from relevant sources and is used, reused
and recycled for our manufacturing processes and services at our
sites. During these processes some water is lost through evapora-
tion and the remaining water is discharged in waste water sewage
systems or as part of liquid waste (such as salt water solutions,
solvent solutions or sludge).

All of our water is treated either internally with a waste water
treatment plant or externally. Since 2008, we disclose the percen-
tage of waste water treated internally.

D For more details on this new calculation, see page 46

While none of our manufacturing sites is located in sensitive biolo-
gical areas, or in any special wetland environments, every care is
taken to keep the environmental impact of our activities on our
surroundings to a minimum. [ EN12 |

Interview with

Marie-Anne De Nerville
Diffusion Engineering manager, Rousset, France

Rousset Front-end
tackling consumption
of chemicals

Reducing chemical consumption was a focus of the
Front-end manufacturing team at at Rousset site,
France, in 2008.

« A major project focused on sulfuric acid used for wet
resist strip with the objective to better load equip-
ments by rationalizing recipes (from 16 to 10). Such
program allowed to gain productivity, reduce reduce
chemicals consumption by 10% and by then reduce
costs and final emissions.

Another project focused on oxalic acid use with the
primary objective of reducing its consumption, and
secondly to develop alternatives. A possibility is to
use a more diluted solution of the acid that has the
additional benefit of providing an 80% cost
reduction.

And so, even in mature production units we still find
ways to reduce chemical use and then reduce our
impact on the environment.




Consumption: absolute values
IEN11EN31EN41EN8ISTEV64 | @ 3.1 2.31

2004 2005 2006 2007
Electricity (GWh) 2,148 2,341 2462" 2,482
Water (1,000m?) 20,550 21,834 22215 21,729
Chemicals (tons) 16938 18669 21,378 20,498

Natural gas (GWh) 268 307 277 279

(*) There was a typing error in the Corporate Responsibility report 2007
(the right value is 2462 instead of 2469)

Consumption of electricity (per unit of production):
normalized values | EN4 1 Q STEV311 [@3.11
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Recycled and reused total water | EN10 |

2007 2008
Total water used (1,000m3) 29,567 BVl
Water recycled and reused rate (%) 26.51 34.53

Total water discharge | EN21 |

2007
Water discharge (1,000m?) 17,934

Water treated in ST waste water
54
treatment plant (%)

Going beyond our environmental targets

At ST Tours, France, following two years of hard work, our company
restaurant has been certified 1ISO 14001.

Since 2005, the Tours site has had the objective of reducing its landfill
waste. However, the environment department had been concerned at
the low level of waste recycling from the company restaurant, which
was managed by a subcontractor, that was negatively impacting our
environmental performance. When the restaurant was renovated, it
was designed with ease of recycling in mind.

Alongside an employees’ awareness campaign, now the majority of
organic waste is composted and cardboard, glass bottles and other
such materials are recycled.
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Objectives 08

©

80% of waste to be reused
or recycled

©

<5% landfill waste versus
total waste

©

Reduce pollution from VOCs
by 10%*

©

Reduce pollution from
acidification by 5%*

©

Reduce pollution from
eutrophication by 5%*

(%)

Reduce pollution from
heavy metals by 10%*

(%)

Reduce our eco-footprint
below 0.95

() Perunit of production/
year compared to the 1994
baseline

©

Reduce net PFC emissions to
10% versus 1995 by 2008

(%)

Increase use of renewable
energy to 15% of total
energy use by 2010
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HIGH LEVEL OBJECTIVE

Continuously improve our eco-footprint according to Decalogue target

Waste

In 2008, only 3.6% of total waste produced by ST went to
landfill. All other waste was reused, recycled or burned to
produce energy. The overall downward trend over time
continues to be very positive, with an impressive decrease

of landfill waste of 78% over the last eight years. The
reduction of landfill waste has been achieved by selecting
appropriate waste recycle and reuse activities. We organize
regular audits to control the waste recycling conducted by
our subcontractors.

As a result of our program to reduce landfill waste, reused
and recycled waste (measured as a percentage of total waste)
has increased steadily over the years. In 2008, we reused

or recycled about 89% of waste generated. Recycled and
reused waste at our sites varies between 47% and 98%
according to the local technologies available and specific
waste characteristics.

Hazardous waste, in very general terms, is the waste resulting
from the production process, which can include such things
as chemical substances, some plastics and lightbulbs.

This waste showed a reduction of about 3.4% between 2007
and 2008.

Most hazardous waste is recycled or reused and the remai-
ning waste is disposed off safely by specially authorized com-
panies to avoid environmental contamination. Most of our

HIGH LEVEL OBJECTIVE
Progressively achieve carbon neutrality

Summary of greenhouse gas emissions | § 8.1

We consider global warming as a critical issue and work hard to
decrease the level of greenhouse gases (GHG) released into the
atmosphere through our manufacturing activities. In our EHS De-
calogue, we have defined an ambitious Carbon Roadmap which
targets CO, neutrality for ST by 2010. With impressive results — a
reduction of 31% in total emissions over the five past years — we
should be able to reach this objective for our direct emissions.
Also based on guidelines from the Global Reporting Initiative (GRI)
and the Greenhouse Gas Protocol’, we decided to disclose our
CO, emissions in a different way that better focuses on our direct
emissions CO, neutrality.
Thus, our net direct emissions have decreased by 39% since 2004
thanks to our management program to reduce CO, emissions
from perfluorinated compounds (PFCs), and our carbon offset and
emissions reduction programs.
The net emissions of PFCs were reduced only by 11,000 Metric
Tons of Carbon Equivalent (MTCE) instead of our objective of
50,000 MTCE because much investment in PFCs abatement was
delayed due to process transfer from one site to another.
Nevertheless we have been able to reach the objective reported
in our EHS Decalogue to reduce net PFCs emissions to 10% versus
1995 by 2008.

For more information on our initiatives to reduce greenhouse gases (EN18)

see the html version of the report

(*) This protocol arose from a partnership between the World Resources Institute and
the World Business Council for Sustainable Development (WBSD).

hazardous waste is treated in the same country that it was
produced, unless there is no authorized treatment plant. The
safe transportation of hazardous waste to a location where it
can be treated occurs for two of our sites, in full accordance
with the Basel Convention.

The total waste figure shows an increase between 2007 and
2008 mainly due to one of our site new waste water treat-
ment plant sludge’s production. This sludge is recycled as
fertilizer and as a nutritional agent for biological masses.

ST'’s Eco-footprint 2008

The Eco-footprint is an environmental composite indicator
that allows ST to monitor a number of key aspects of the
environmental performance of our manufacturing plants.
The ten parameters that compose this indicator and the cor-
responding GRI G3 indicators we use to report our progress
in detail are shown in the table on page 51.

In 2001, we defined the value of 1 as our target for each pa-
rameter, generally based on the best performance achieved
by an ST site at some point, or based on the best projected
performance for the coming years.

In 2008, we slightly missed our objective of reducing our eco-
footprint below our new target of 0.95, with a global result of
0.96 compared to 0.97 in 2007.

A study conducted in 2007 on transportation emissions, using a
standard methodology developed in Europe and financed by the
European Environment Agency (EEA), concluded that we were
over estimating our emissions. This was because we were using
emission factors for old technology and higher polluting means of
transport. In 2008, all our calculations have been done with these
new emission factors, meaning we are reporting lower transporta-
tion emissions results.

Under the old calculation methods, total transportation emission
of about 100 ktons CO, would have resulted in 89 ktons CO..

Green energy

Our wind farm located in the south of France produced only
21.7GWh in 2008, as damage to some of the equipment from
particularly strong gusts of wind meant that the turbines were
only operational for part of the year.

The total green energy used by ST consists of electricity that is
either purchased or generated by renewable sources and
accounts for about 3% of total energy consumption. The electri-
city produced by ST's wind farm accounts for about 1% of total
energy consumption, while the small contribution of photovoltaic
and solar thermal energy accounts for about 0.01%. In addition to
this, the electricity purchased from nuclear sources is about 29%,
making the total energy used without CO, emissions of 32%

in 2008.



Landfill waste | EN22 1 © STEV711 | 3.41 Eco-footprint | STEV23 |

2005 2006 2007

80
20 EN4  Electricity 1.15 1.10 1.01
o EN8  Water 112 1.02 0.95
EN1T  Chemicals 1.08 1.13 1.03
>0 EN16 Global warming 1.64 1.29 1.07
40 EN22 Waste R+R 129 125 121

Front-end
30 ENT  Material intensity 118 1.17 1.08
20 EN20 VvVOC 0.88 0.75 0.65
10 EN20 Acidification 22 144 1.17
0 EN21 Fluoride 221 305 2.72
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 EN21 Eutrophication 197 184 176
B 9 of total waste — Target Total 1424 1353 1226
EN4  Electricity 0.96 0.86 0.74
Waste | EN22 | Tons EN8  Water 100 105 100
2006 2007 ENT  Chemicals 061 051 036
Total hazardous waste 15647 13,205 EN16 Global warming 1.00 0.89 0.80
Total waste 44364 43,628 EN22 Waste R+R 1.06 1.11 1.01
Back-end

EN1T  Material intensity 133 1.20 1.06
EN20 VvOC 1.04 0.53 043
Recycled waste | EN22 | STEV72 | | 6.11 % EN20 Acdifcation 190 — 046
2004 2005 2006 2007 2008 EN21 Heavy Metals 0.98 1.28 046
Waste recycling 80 78 30 83 89 EN21 Eutrophication 0.88 0.50 045

and reuse

Total 0.992 0960 0.706

Waste under Basel Convention | EN24 |

2007 2008
Hazardous waste transported %
of total hazardous wastpe ’ 0.09 g2 A
Summary of net CO, emissions | EN16 | EN17 | EN29 | 3.4 | kTons
2005 2006 2007
Direct and indirect energy consumption by primary source Direct Emissions 808 792 532
IEN3 | EN4|STEV37| 3.3 STEV46 Direct emissions due to PFCs 747 728 481
E:re‘asll(;ri:v::::‘f(zr‘\;;?y 2006 2007 Direct emissions due to boilers 61 64 51
P Indirect Emissions 1096 975 1029
Electricity consumption 2,462 2,482 (purchased electricity) ! !
Natural gas consumption 274 279 STEV48 Other indirect emissions
El P (transportation®) 242 242 107
Others sources - 4 1 © STEV47 Total emissions™ 2,146 2,009 1,668
Total energy consumption 2777 2,762 STEV52 Sequestration due to the imple- 0 8 %
Electricity % 88.66 89.86 mentation of reforestation projects 4 ! !

Breakdown of energy sources (%) Total Direct net emissions 768 711 406

Green electricity purchased 9.51 3.01 (*) The transportation emissions value is a global estimate of employees' transportation and transport of goods.

(**) Transportation emissions are integrated in the total emissions.

Electricity produced by ST's windfarm 0.96 1.10

Photovoltaic and thermal solar

electricity produced by ST 0.004 001

Electricity purchased from nuclear 29.84 25.60 €O emissions: normalized values | EN16 |

Electricity purchased from non
renewable sources

Natural gas 9.87 10.10
Other fuels 147 0 5

: ~
(=)}
]
B
Total 100 100 N
6 ~N ~N
&
Electricity produced by windfarm | EN3 | 4
STEV401 | 3.3 GWh o
2
2004 2005 2006 2007 2008
lectricity 305 331 237 300 217 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

48346 60.18 120

B KkTons CO,/wafer out

100

o

o

o

o

o
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Product responsibility

Innovating in product packing

In 2008, 450,000 canisters containing
8" wafers were sent from Front-end

to Back-end sites or to our customers.
Before 2007, ST used to pack-up these
wafers in standardized outer boxes
that had just a capacity of four

canisters.

Taking into account the fact that
logistic companies often consider the
volumetric weight (reflecting the den-
sity of the package) for their invoicing,
it meant that when we were sending
less than four canisters, we effectively

paid for emptiness.

In 2006, local Global Logistic and
Warehousing (GLWO) departments
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in our Front-end sites evaluated the
content of their boxes. In conclusion,
there was a real economic and ecolo-

gical interest in asking ST suppliers to

design new boxes for smaller contents.

Prototypes were proposed and tested
with scraps first and then wafers. As
results were positive, for the past two
years local GLWOs use boxes that can
contain one, two or four canisters,
which has resulted in yearly savings of
US$278,000 and material reductions
equivalent to 89,000 kg in volumetric
weight.

u 3 O % decrease

in customer returns thanks
to launch of major quality

programs

Electronic ballast used
for light bulbs allows

8 O % of energy saving
1 5 % of fuel saved

thanks to'start & stop’

system in cars



Responsible products design I Product Responsibility

Towardsa J reene(
AUTOMOTIVE market

Climate change and more particularly CO, emissions are
key issues for the automotive market. But increasing energy
prices should lead to the development of new solutions.

Herbert Sax

Technical Marketing Principal Engineer,
Marketing and Application, Automotive
Business Unit, Europe

Reaching a greener automotive market is

not such an easy subject for manufacturers

as well as for final consumers. In fact, even if
new technologies for CO; reduction already
exist, time may be running out for automotive
manufacturers to integrate them into cars and
for a change in consumers'mentality.

For example, in the industry today, even if a
consumer wants to buy a greener car, he might
not be willing to pay more for a car that has less
performance than he is used to.

Existing technical solutions
There are many different ways to reduce

drastically fuel consumption and CO, emissions.

- Start-stop systems can reduce urban fuel
consumption by 8% to 10%. This technology
has an outstanding price-performance ratio;
we expect virtually all of European vehicles to
be equipped with such a system in just a few
years'time.
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« Electric power-steering, enhanced computer
control of the engines, and piezoelectrically
and magnetically-controlled fuel injection for
gasoline and diesel cars can all increase engine
efficiency.

- New designs of engine fans, and oil and water
pumps can cut fuel consumption by between
5% and 10%.

The hybrid solution

There are great opportunities for developing
hybrid technology further. State of the art
battery technology allows the best hybrid
vehicles to travel for 50 to 80 kilometers on
electricity alone.

The cost for a short trip is only around one third
of thatincurred by a combustion engine at
fuel prices at the end 2008. In this view, hybrid
cars would require the integration of a lot more
electronic components mainly for Powertrain,
but also for charging, heating, air conditioning,
etc...
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ST has developed a wide product portfolio to
respond to these increasing needs and will need
to do more to complete its range as the market
for hybrid cars develops.

ST can provide a wide range of low-energy
semiconductor components and other
optimized products. Our designers and
developers collaborate closely with our
customers in this field to support the launching
of new solutions on the market.

For more detail, see page 55
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Product Responsibility | Responsible products design

Working foran €MNergy-
efficient world

With the development of electronics and their inclusion
in so much of the equipment we use in our personal or
professional lives, energy efficiency is vitally important.

The slogan “We work for your energy efficient
world”was the main theme for ST's participa-
tion in the Electronica Exhibition in Munich,
November 2008.

At ST's booth, we presented numerous applica-
tions, in partnership with our customers, where
ST's products contribute to reducing energy
consumption.

Our CEQ, Carlo Bozotti, participated in a round
table discussion about the contribution of the
semiconductor industry to climate protection,
with the objective to show what contribution
the semiconductor industry and its companies
can make to reduce worldwide emissions of
CO..

Looking back...

Although the semiconductor industry makes a
relatively small contribution to climate change
compared to many other industries, it must
minimize its own impact on the environment,
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especially regarding greenhouse gas emissions.
Based on its structured Environmental Health
and Safety Decalogue approach, ST has
decreased its global energy consumption per
unit of production by 50.4% since 1994, an
average of over 5% per year. In the last two
years, although the number of wafers we pro-
cessed increased 15%, our total CO, emissions
decreased in absolute value by 27%.

Our efforts have demonstrated that investment
in reducing consumption of energy, water and
chemicals can lead to financial savings, proving
correct the slogan we have adopted: Green is
Black. We have showed that there is no conflict
between the moral pressure to be environmen-
tally responsible and the commercial pressure
to maximize the bottom line - the two can go
hand in hand.

Some of the energy saving measures we have
developed in our manufacturing units could be
considered as industrial secrets as they sharpen

our competitive edge — but we do not keep
them confidential. We call this responsible
competition’ Unlike strictly commercial compe-
tition, where we not only want to be the leader
but also to be as far ahead of our competitors
as possible, in the field of energy savings we
want to be the leader but also we want our
competitors to be close behind us.

Innovating for energy-efficient products
The semiconductor industry can play a key role
in reducing energy consumption, both in terms
of the energy used by the component and the
energy-saving characteristics that the ST com-
ponent brings to the final electronic appliance.
For example, as part of our determination to
be an undisputed leader in the area of power
solutions, many of our products are dedicated
to power management — from components in
domestic electronic appliances like refrige-
rators, televisions and washing machines to
industrial power management, lighting and
automotive applications.

While our components are sold to be used in
products that consume energy, very often ST
technology makes a substantial difference by
ensuring considerable reductions in overall



corresponding to 5 million tons CO, saved per
year the same as 1 million cars each running
30,000km per year.

Lighting (CFL): using electronic ballast for light
bulbs reduces energy consumption by 80%.

- Cars

Power steering: electronic control replacing
hydraulic pumps reduces fuel consumption by
0.17 liters per 100km.

Fuel pumps: if electronic control replaces belt-
driven systems, fuel consumption is 0.12 liter per
100km less.

'Start and stop’system: this helps save energy
in urban cycles with a reduction of 15% in fuel
consumption.

- Solutions for alternative energy

The increasing demand for alternative energy
(such as solar and wind power), with high pres-
sure on cost and efficiency, drives innovation in
power electronics. In this field, we have started
to develop new solutions to manage solar cells
or wind turbines, including converters, rectifiers
and microcontrollers.

Looking at the world’s figures on energy
consumption we are really aware of the fact that
there is room for improvement in this field and
that by designing low power components we
can significantly contribute to energy efficiency
in appliances and equipment at home, at work
and when traveling.

energy consumption. For example, almost
anything that uses an electric motor, whether
it is a refrigerator or a vacuum cleaner, can be
made more efficient by accurate electronic
control. The challenge is to make these electro-
nic solutions competitive and easy to use, so
that equipment manufacturers can build more
environmentally responsible products without
financial penalties.

This means not only designing products that
inherently reduce energy consumption but also
supporting the customers with clear instruc-
tions and guidance, encouraging them to take
advantage of the energy-reducing potential of
electronics solutions. For example, ST recently
introduced a free library of motor control
software for use with its low power STM32
microcontrollers.

Where ST products play a key role

- Device consumption

Power MOSFET: the evolution from Power MESH
(1996) to MDmesh (2005) meant a reduction of
82% in energy consumption of the device for
the same function. Around 2 billion units are
sold per year.

« Home appliances

Washing machines: new technology for motor
control means a consumption reduction from
600kWh per year to 350kWh per year.
Refrigerators: inverter driving and electronic
thermostats provide an energy saving of
250kWh per year. If this were applied to all
refrigerators in Europe, it would contribute

to save the equivalent to 9,000GWh per year,

Some key figures

(Source: Energy Information Administration)

World energy consumption is projected

to increase by 5 O /O from 2005 to 2030
3 3 /O of energy consumption in 2004

was electrical energy

Energy consumption for lighting represents 1 9 A)

of total electrical energy worldwide

5 5 /O of electrical energy is used in motors
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Testing activity for N Ig her gud | Ity

Since the early 1990s, the focus for ST's strategies and
policies has been‘quality’ The company'’s testing activities
have fully contributed to this.

In 1991, STMicroelectronics adopted a Total Qua-
lity Management approach that embeds quality
in all our processes across the company. In 2005,
ST extended the scope of its values with the
Principles for Sustainable Excellence and a focus
on quality and customer satisfaction supported
by two programs: Quality Excellence in Mind
(2006) and Quiality Excellence in Practice (2008).
One of the key activities for ensuring quality
and customer satisfaction in manufacturing is
the wafer testing program, Electrical Wafer Sort
(EWS). When wafers come out from Front-end
plants, they are sent to EWS workshops by
product groups with dedicated test programs
to guarantee that customers' requirements are
fulfilled.

Eligible microchips” for the EWS phase receive
electrical stimuli to test their functionalities and
resistance to ageing and specific environmental
conditions, such as extreme temperature or high
voltage.
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Anne Prunier, EWS Quality Manager, Rousset site,
France, says that some products also have strin-
gent security and/or safety requirements and are
tested in EWS sites with enhanced facilities. The
final test phase consists in localizing defective
dice, by inking them or by registering them on a
wafermap.

Wafers are then sent to Back-end sites for chip
assembly and packaging. This activity is critical
for the company since any failing at this phase
directly impacts the customers'applications

and business. EWS not only has to ensure the
highest quality of ST products but also that the
customers are satisfied, which means avoiding
delay and keeping costs low.

To meet these challenging objectives, EWS has
to go further than merely testing dice:

« Employees are trained and re-qualified each
year on quality programs (Failure Mode and
Effects Analysis, 8D, Zero excursion, etc.). They

are required to quickly identify and solve poten-
tial problems.
- Each year, ST develops new products which
induce new qualifications of the equipments
and very often installation of new equipments.
Consequently, innovation is key for EWS, chal-
lenging suppliers to develop state-of-the-art
devices. EWS also works closely with ST product
groups (design and products engineering
teams) for continuous improvement on defec-
tive dice fixing, for example.
- EWS is regularly audited by customers who
want to test its facilities in order to check how
quality is ensured throughout product manu-
facture. Their feedback and requests also lead to
internal improvements and developments.

For details about Quality Excellence in Practices,

see page 57

For details about Quality Excellence in Mind, see our 2006
report: www.st.com/stonline/company/cr/2006/product/
quality.htm

Principles for Sustainable Excellence: www.st.com/stonline/
company/cr/2006/social/pdf/principles.pdf

(%) Wafers either receive a EWS (100% of microchips tested),
skip EWS (a sample of microchips tested) or NO-EWS
(no test after Front-end manufacturing) test. 100% of
microchips are tested after assembly (at Back-end sites)
with other testing methods.

Interview with
Marcella 'Ambrossa,

APG Operations Product
Engineering Support Manager,
Rousset, France

What do you believe is the added value of the EWS
activity?

This activity is simply crucial for ST and especially for APG
(Automotive Product Group) because we have to meet a
zero defects objective for our challenging customers.

And what are your customers’ requirements in terms
of quality?

We work for automotive sector customers. As final consu-
mers of cars are very demanding when buying a car,
because it affects their safety, our customers require
products of very high reliability. They expect very robust
processes. We have to detect and remove not only defec-
tive dice but also those that might become unreliable. In
addition we have to monitor our costs and delays.

So how do you work with EWS to ensure this high
quality?

EWS is a real partner and supports us when developing the
most advanced screening and testing methods to try and
achieve zero defects. In 2008, we also collaborated with
manufacturing teams on a new program to improve our
customer service, focusing on quality, cost and delays.

In our daily business, we really do work closely with EWS.
We meet as soon as a problem occurs to find quickly the
root causes and take decisions with the objective to stop
the same problem happening again.
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Quality (baseline 100 in 2004) | PR5 | © STPR2 | @ STPR3 | © STPR4

Q4'04 Q4’05 Q4’06 Q4'07 Q1'08
Customer complaints* 100 86.2 71.6 64.2 65.1
Cycle time to process failures analysis 100 727 62.6 71.9 74.0
Customer returns 100 411 383 40.0 286

(*) The indicators related to customer complaints and returns are calculated as the ratio of the number of complaints or returns received during a period, to the quantities of products shipped or invoiced during the
same period. However, the complaints or returns received are generally related to shipments made a few weeks or months before; as a consequence, when volumes shipped drop sharply (as it was the case at the

end of 2008 due to the market crisis), this ratio increases significantly.

Quality Excellence

The Quality Excellence in Mind (QEM) program,
completed in 2007, was launched to reinforce
the engagement and commitment of ST people
to excellence in product quality and custo-

mer satisfaction. The objective was to get a
breakthrough in ST quality levels, with the goal
of reaching zero failures for our customers. The
QEM program, and associated quality initiatives,
helped us reduce customer returns by 30% and
improve management commitment to quality,
as perceived by employees in the employee
engagement survey.

In 2008, ST began a related campaign cal-

led Quality Excellence in Practice (QEP). This
program is designed to ensure that ST people
have the required skills and knowledge about ST
quality tools, methods and procedures and that
they apply them with discipline in their daily
jobs. The QEP program starts with an awareness
session demonstrating the impact that ST tools,
methods and procedures can have on customer
satisfaction and ST's profits. Each organization
then nominates participants to attend specific
elearnings based on the key processes they
must master in their job. Participants are then
evaluated and receive certification in their area
of competence.

QEP will be extended more widely through ST in
2009 and more information on the program will
follow next year.

Product Stewardship

Our product stewardship focuses on three main
categories: responsible environmental and
social applications of our products, including in
particular energy-saving® products and health;
the chemical content of our products; and
responsible military use of our products.

Products for Energy Saving | EN26 | EC2
STPR1

This is a field on which we have decided to
focus from now on. Several internal studies and
evaluations are on-going or should be launched
soon to help us better identify where and how
our products can contribute to the energy
consumption reduction.

We have already identified 4 fields on which
semiconductor components could help: stand-
by, lighting, electric engines, air conditioning
and heating.

For example, ‘Stand-by' mode for domestic
appliances has been identified as a high energy
consumer where major reduction’s achie-
vements could be reached with the help of
semiconductor chips.

Many of our products may help reduce residen-
tial energy consumption.

ST is also developing:

« products to obtain the maximum from solar
energy such as components integrated in
inverters to get higher efficiency in photovol-
taic panels;

- an hydrogen microfuel cell that can be used in
portable equipment with the capacity to
extend the operating time by five.

See more on pages 54-55

(*) As we are currently working on a more accurate
method to identify energy-saving features, this year
again, we have decided not to publish the amount of
our sales related to energy-saving devices.

Products for Health

The first Lab-on-Chip for rapid molecular

flu detection

During 2008, ST and Veredus Laboratories an-

nounced the commercial availability of VereFIlu™,

a portable Lab-on-Chip application for rapid

detection of all major influenza types.

VereFlu™ is a breakthrough molecular diagnostic

test that can detect infection with high accuracy

and sensitivity within two hours, providing
genetic information of the infection that tradi-
tionally would take days or weeks to learn. With
its high level of automation, users outside the
traditional lab environment can easily perform
the tests where needed.

Combining STs'In-Check™ Lab-on-Chip platform

with Veredus'bioapplication capability, VereFlu

is the first test available on the market that has

integrated two powerful molecular biological

applications in a Lab-on-Chip the size of a fin-
gernail. It can identify and differentiate human
strains of Influenza A and B viruses, including the

Avian Flu strain H5N1, in a single test.

Furthering innovation in humanoid

robotics

ST and the Waseda University Humanoid Ro-
botics Institute (HRI) in Japan, a global leader in
state-of-the-art robotics research, announced in
2008 the development of a high-performance
two-wheel inverted pendulum robot, furthering
innovation in both humanoid robotics and
medical research.

ST and HRI are cooperating to use leading-edge
semiconductor knowledge to promote the

speedier development of innovative ‘humanoids’

and medical-care robotic systems, involving
researchers and development engineers from
both ST and HRI. ST will become a supplier to
HRI for semiconductor products, while also
providing HRI with leading-edge semiconductor
prototypes on a cost-free basis. This will make it
possible for HRI to conduct advanced evalua-
tions of possible humanoid and medical-care
robotic applications.

In addition, future cooperation between ST and
HRI'is expected to include the establishment
of an ST-sponsored scholarship system for HRI
students.

Military use of our products
STMicroelectronic’s position on military use of its
products is stated in our Code of Conduct, the
Principles for Sustainable Excellence: “We will not
sell products that we know are to be included in
weapons.

To give some guidance, our Corporate Ethics
Committee (CEC) published in 2007 a position
paper on weapons detailing the definition of
what we consider as a weapon and how we can
check the end uses of our products. The com-
mittee is aware that situations may be complex
or sometimes very specific, and in case of doubt
the CEC is available to provide advice, as was
done twice in 2008.

Material declaration | PR1 | STEV78
STEV79

New process for Materials Declaration in place.
In 2008, to enhance customer satisfaction and
support supply chain demand for environmen-
tal, health and safety regulatory compliance
and to achieve the standards our customers
expect, STMicroelectronics defined appropriate
responsibilities, tools and methods to provide
customers with the full chemical composition of
delivered products.

ST decided to use the IPC 1752-2 Class 6 stan-
dard to avoid multiple form filling and report
management, so reducing time and costs. At
each stage we took into consideration world-
wide customer and stakeholder expectations.
For each product group a Materials Declaration
Champion has been assigned and trained to
provide standard full and accurate chemical
composition documents for our products.

In order to ensure full document traceability
and to organize worldwide data exchange, we
developed a new documentation management
system for our Materials Declaration process.

WEEE 1EN27 |

As a supplier of components to the elec-
tronics industry (and not manufacturers of

electronic equipment), we are not directly
affected by the European Directive 2002/96/
EC Waste of Electrical and Electronic
Equipment (WEEE).
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Suppliers and subcontractors management

Supply chain

Our PIrogress within the Electronics

ST decided to get involved in the Electronics
Industry Citizenship Coalition (EICC) to
participate to a standardized approach to
Corporate Responsibility management within
the electronic industry supply chain.

The EICC approach is composed of five steps:
Phase 1: Code of Conduct introduction and
Risk-Assessment level 1;

Phase 2: Self-Assessment;

Phase 3: validation through audit assessment
and corrective action activities;

Phase 4: reporting;

Phase 5: sustaining engagement.

Since 2006, we have been implementing the
EICC approach with our key material suppliers
and subcontractors. Phases 1 and 2 are almost
achieved. In 2008, we took the decision to move
ahead and support these companies in phase 3.

For details about where we and our suppliers and subcontrac-
tors stand in the EICC program, see below and pages 62 and 63

In ST, the Corporate Responsibility department
is responsible for deploying the EICC program.
To manage the suppliers and subcontractors
involvement in this initiative, it works in
collaboration with the Purchasing and Sourcing
department which has created a new central
role in 2008 to manage the Quality and
Sustainable Excellence programs.

This person has worked in close collaboration
with the purchasing and outsourcing managers
to prioritize the first companies to be contacted.
A Self-Assessment Questionnaire package

has been prepared that includes a process
presentation, an official invitation letter from ST,
a questionnaire and a connection to the online
tool E-TASC.

In total, 17 suppliers and nine subcontractors
have been contacted by ST with this package
in order to subscribe to E-TASC. This web portal,
accessible to electronic industry members,

is a comprehensive device for a company to
check its Corporate Responsibility performance
and share its results with its customers upon
request. A very comprehensive Self-Assessment
Questionnaire (SAQ) has to be filled in online

at central and local levels to assess their Ethical,
Labour and Environment, Health and Safety
management systems and practices.

A critical issue in this process is the fact that

ST works with hundreds of suppliers and
subcontractors and that the products we buy
come from several of their manufacturing sites.
This then requires the completion of many Self-
Assessment questionnaires.

As we are among the first companies to
launch this phase at the supply chain level, we

decided to adopt a temperate approach. For the

moment, our objective is to promote the EICC
initiative rather than imposing it. Purchasing
and Sourcing department managers have spent
several months negotiating with each company
to agree on subscribing to E-TASC and filling

in the questionnaire for their main sites, and
then to share their Corporate Responsibility
perfomance. The spirit of the approach is to

2005
ST becomes member of the EICC.

ST adopts EICC's Code of Conduct.
2006

ST deploys an internal risk assessment”.

2007
ST organizes a joint EICC audit at our Shenzhen site.

STis elected to the EICChoard of directors.

2008

Questionnaires.

ST sites update their results in E-TASC

STinvites local suppliers to join the EICCinitiative.
For details, see page 58

STintroduces the EICC to our wider supply chain.

ndustry Citizenship Coalition

In 2008, ST was among the very first companies to implement the EICC's phase 3
validation process. After having filled in the Self-Assessment Questionnaire (SAQ) about
our own sites in 2007, we have proposed to our key material suppliers and
subcontractors that they do the same.

explain that as it is an industry initiative, if they
complete the SAQ once, they will be able to
share their results with other customers that
might be EICC members too.

In 2009, we will keep on inviting new companies
to complete their SAQ and integrate these
specific criteria in our suppliers /subcontractors
performance evaluation tools (SPE).

F7/44

ELECTRONIC INDUSTRY CmZEnsHIP COALTION

ST deploys the EICC compliant code within our Principles and training programs.
ST starts to introduce the EICC Code of Conduct to key material suppliers and Back-end subcontractors.

15 ST manufacturing sites complete EICC’s Self-Assessment Questionnaire.
Our key material suppliers and Back-end subcontractors perform the risk assessment level 1.

ST starts inviting suppliers and Back-end subcontractors to join E-TASCand to perform online Self-Assessment

For details on programs launched in 2008, see pages 62 and 63

(*) Based on EICC methodology, we adapted a gap analysis to measure our internal risks.
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Jean-Philippe Martin

Customer management

Both companies have agreed to maintain ST's
supply chain processes in the JV. ST has worked
as a service supplier and dedicated a full-time
team to ensure this integration happens
smoothly.

A six-month preparation program has been
undertaken to achieve a challenging target: that
this huge change management be putin place
within three days.

Several projects have been launched to cover all
the program’s requirements, including:

. converting one NXP plant to ST systems and
processes;

- recreating the portfolio of NXP products into
ST systems;

- setting the process for NXP plants to become
JV subcontractors; and

- training the new members of the JV's supply
chain to use new processes and applications.

ST, NXP and the JV have been creating and
establishing new roles. The JV will take the
responsibility of developing a products portfolio,
with manufacturing done at ST, NXP and the
foundries, using services and supply chain
applications from ST. This definition of roles was
especially important for financial and corporate
responsibility reporting reasons.

In the meantime, new ST-NXP customers were
contacted to keep them up to date with the JV's
progress and on the specific changes that may
affect them, such as sales contacts or products
references and packaging. Sales departments
have had special assistance in order to help
them get ready for the JV's full launch in 2009.

This JV will benefit customers as they will have
just one contact for a larger range of products.
And this will be further enhanced with the next
step, the development of the ST-NXP/Ericsson
Mobile Platforms JV.

Arsiea Marman~ar NN
>ervice Manager, MMC,

> Site, France

Central

(*) Now STEricsson

Grenoc




Supply Chain Performance overview 08

HIGH LEVEL OBJECTIVE

Continuously aim to satisfy and exceed our customers’ Corporate

Responsibility requirements

Customer service performance

In 2005, ST decided to focus on improving on-time deliveries

to meet customer expectations of our service performance. A
huge program was launched in 2006, since when we have made
impressive progress thanks to a successful collaboration between
every tier of our supply chain: purchasing, manufacturing,
logistics, product groups and sales. Objectives have been agreed
jointly and communicated through the company, and service
quality indicators have been reinforced to follow our progress.

We make public details of two of these indicators and are very
pleased to publish our positive results for 2008. As expected, we

have reached and even exceeded our initial objectives in both
our ability to commit on delivering our products on the date
requested by our customers and in reducing our delivery delays.
These complementary indicators provide evidence of a net
improvement in our customer management service (graphs take
a baseline of 100 in 2006 to show the actual improvement).

In 2009, we want to maintain these high levels of performance

and continue to deploy our training programs, currently attended
by about 1,000 employees out of the 4000 targeted employees.

ST ability to meet customer demand
Delivery date in line with customer request (baseline 100)
120

116
112
108

104

100

2006 2007 2008 2009
(target)

Customer Social & Ethics and Environment Requirements

A customer requirement is a specified demand formally stated
by a customer, implied or obligatory, as part of the process
establishing the rules necessary to conduct business. It may be
a contract, letter of agreement, questionnaire or other form of
agreement or contractual commitment whether or not legally
binding.

We report here only requirements related to social, ethical and
environmental issues that arise from ST's customer requirement
review process. These requirements have been reviewed at cor-
porate level before Sales Representatives provide the customers
with the agreed customer requirements. In 2008, the Corporate
Responsibility and Corporate Environment teams received 58%

On-time delivery
Reduction of delivery delays (baseline 100)
100

80
60
40

20

2005 2006 2007 2008 2009
(target)

more requirements than in 2007, with 277 specific requests from
customers.

They manage and analyze each of these requests individually
and formulate detailed and personalized responses vs. customers’
expectation.

Dealing more specifically with social and ethical requirements,
we try to co-ordinate the process within our engagement with
the EICC. As an EICC full member, we promote this initiative as
the industry approach in terms of corporate responsibility; we
progressively apply the EICC Code of Conduct to our first tier sup-
pliers, and encourage them to use the EICC practices and tools.

Customer Social & Ethics and Environment Requirements | STSC9 |

2005 2006 2007 2008

Number of customer requirements for Social & Ethics and Environment

received at company level®

165 144 157 277

(*) This data includes all customer environmental and Corporate Responsibility requirements from our customers, received
by our corporate-level departments for support and validation. Many more are dealt with directly at local and regional level.

Customer requirements review process

Efficient and timely response cycle
time is essential to enhancing
customer satisfaction. In 2008

we have deeply focused on the
improvement of the customer
requirements review process.

This process clearly defines the
rules and responsibilities for
the review of external customer
requirements to match with ST’s
rules and referential systems
from information collection to

agreement reached between the

two parties.

Training will be deployed in 2009
to highlight the process flow, and
introduce methodology and tools.
The objective is to make sure that

any ST employee dealing with

our customers has the relevant
and accurate information to
quickly respond to the require-
ments in line with corporate rules.

Objectives 08

0]

Obtain best-in-class
performance in on-time
delivery

©

Reach our target of 110
in meeting our customer
demand (baseline 100
in 2006)

I__L‘ For more information on
the indicators presented in
this section, please refer
to the Reader’s Guide at the
beginning of this report

Our
objectives

« Maintain our level
of performance
in on-time delivery

« Maintain our level
of performance in
meeting our
customer demand
while optimizing our
inventory turns
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Objectives 08

©

Support key corporate
suppliers in preparing to
comply with EU REACH
program

ek Y
L
N7

Ensure 100% of our
Back-end subcontractors
are certified 150 14001
and OHSAS 18001

Tk
1
.7

Strongly encourage ST
suppliers to be certified
to OHSAS 18001

Our
objectives

« Suppliers and Back-

HIGH LEVEL OBJECTIVE

Achieve efficient and socially and environmentally beneficial partnerships with

our suppliers and subcontractors

Chemicals management

A very important part of the 2008 Quality and Sustainable Excel-
lence programs activities was dedicated to the reinforcement of
the control of hazardous materials in our global supply chain.

A new release of our technical specification defining our requi-
rements related to the control of hazardous materials — banned,
restricted and declarable substances lists — was published in June
2008, and it has been successfully deployed to our partners for full
integration and compliancy verification. At the end of 2008, 92%
of our key material suppliers and 84% of our Back-end subcon-
tractors had sent a complete answer to our requests.

D For more details on our hazardous substances management, see page 41

Registration, Evaluation, Authorisation and Restriction of
Chemicals (REACH)

Implementing the European REACH regulation on chemicals

has required a major effort from our teams in order to secure the
procurement of substances for our European sites. We have conti-
nuously tracked our chemicals and articles suppliers in order to
get a formal engagement to pre-register the relevant substances
used in purchased materials.

All our Front-end and Back-end materials suppliers have been re-
quested to carefully check their REACH registration requirements,
and to send back all necessary documentations and evidence. By
end of 2008, 96% of all ST suppliers had completed the documen-
tation we requested. Extensive training has been introduced to
educate our internal communities and partners about this very
demanding European regulation.

D For more details, see page 41

Material declaration

In 2008, ST adopted the IPC 1752 Standard for Material Decla-
ration. In addition to the internal program described page 41,

we took the decision to extend this initiative to our Back-end
subcontractors. Thanks to the collaboration of our key Back-end
subcontractors, 1200 materials declarations forms have been
completed. This will help our products divisions and sales depart-
ments to better serve our customers.

Certifications

ST supports its suppliers and subcontractors through its SPE
(supplier/subcontractor performance evaluation) when EMAS,
ISO14001 or OHSAS 18001 certified.

At the end of 2008, 84% of our materials suppliers were EMAS or
ISO 14001 certified and 37% OHSAS certified.

In 2008, we reconsidered the number of equipment suppliers.
Our target decreased from 61 to 40 due to mergers among our
suppliers and because we decided to include only key suppliers.
In 2008, 85% were 15014001 certified and 6% OHSAS 18001. Our
Front-end and Back-end subcontractors have also largely adopted
the ISO 14001 standards (100% and 97% respectively) and the
OHSAS 18001 (82% and 92%).

Suppliers’ and subcontractors’ environmental performance | © STSC1|STEV17 1

Number of suppliers/
sub-contractors

1SO 14001 certified/

EMAS validated (%) Certification in progress (%)

endlsubcontractors: 2005 2006 2007 2006 2007 2005 2006 2007
compliance to new Suppliers of materials 97 108 112 73 82 6 6 3
ST hazardous mate- Suppliers of equipment 61 61 61 76 76 21 21 21
rlals requirements Total 158 169 173 741 799 18 114 9
(target 80%) Subcontractors Back-end NA  NA 56 NA 91 NA  NA 0

+ Keep on encouraging Subcontractors Front-end” NA NA 22 NA 100 NA NA 0

our suppliers

and subcontractors
(Front-end, Back-end)
to be certified

1SO 14001 and
OHSAS 18001
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(*) Starting 2008, total Front-end subcontractors can change from one year to another, because to be reactive to market events, we implement the ‘active foundries’
concept. This list is updated each quarter using planning data.

Suppliers’ and subcontractors’ health and safety performance | STSC2 |

Number of suppliers/ OHSAS
sub-contractors validated (%) in progress (%)
2007 2008

2007 2008 2007 2008
Suppliers of materials 112 107 30 37 NA NA
Suppliers of equipment/facilities 61 40 NA 6 NA NA
Total 173 NA NA
56 80 92 0
| R

(*) Starting 2008, total Front-end subcontractors can change from one year to another, because to be reactive to market
events, we implement the ‘active foundries’ concept. This list is updated each quarter using planning data.

Certification

Subcontractors Back-end

Subcontractors Front-end”




HIGH LEVEL OBJECTIVE

Actively contribute to the EICC initiative by supporting suppliers and subcontractors

in reaching compliance

Our road-map to comply with the EICC program involves key
materials and equipments suppliers, Front-end and Back-end
subcontractors and local suppliers.

108 material suppliers were asked to comply with the EICC Code
of Conduct and 81.5% signed the code (an increase of 56.7% com-
pared to 2007). The process was launched in 2008 for Front-end
subcontractors, inducing hard work to include EICC phases in ST
processes. We were pleased to obtain an engagement of 86.4%.
The Back-end subcontractors'engagement also increased since
2007 (up to 40.5%).

We started to invite our equipment, facilities and IT suppliers to
join this initiative in October 2008 and we are pleased to see that
34% already agreed to comply with the EICC by the end of the
year.

Local suppliers have also been invited to adopt the EICC code (see
below).

In 2008, we completed the second phase of the EICC program, the
Risk-Assessment, for all our material suppliers, and Back-end and
Front-end subcontractors. The local suppliers and the equipment
makers were invited to perform this step at the end of 2008 and
to comply with the EICC Code of Conduct.

Extending the EICC
campaign to local
suppliers

By the end of 2008, the Quality
and Sustainable Excellence mana-
ger supported the sites to prepare
an EICC package to be sent to their
local suppliers.

Japanese. These translations had
been approved by the EICC board
before the full packages were
launched on site. The packages
included the EICC Code of Conduct,

The third step, EICC's Self-Assessment questionnaire (SAQ), was
launched in 2008 with a selection of materials suppliers and Back-
end subcontractors. Significant effort was necessary to achieve
the completion of 29 SAQs by the end of the year.

In 2009 we will extend our invitation to join this program to more

companies. The audit step has been postponed this year because
we focused on the SAQ process with the suppliers/subcontractors
and we wish to perform the audits based on the analysis of these

results.

O Reference: for more details about the SAQ, see page 59

Our objectives

« Double the number of
SAQs completed

« Invite suppliers and
subcontractors (Front-end,
and Back-end) to the EICC
Shenzhen supplier
membership event

« Obtain completion of SAQs
by additional ten Back-end
subcontractors and the
two major Front-end
subcontractors

Launch a training for
internal departments to
reinforce knowledge

Launch one or two EICC X
on requirements

audits

Progressively integrate
additional EHS

Extend the agreement to

comply with EICC for L X
X i indicators in the supply
material suppliers (target . X
) chain evaluation based
85%) and equipment

) on customers’ needs
suppliers (target 50%)

Integrate EICC criteria in
the evaluation process
(score card) for Front-end

Obtain commitment to
the EICC from our
Front-end newcomers

Objectives 08

2k
] 1
.

Obtain completion of the
EICC Self-Assessment Ques-
tionnaire by the 15 highest
risk key suppliers

(%)

Start the EICC audit process
on the two highest risk
suppliers

©

Deploy the EICC supplier
engagement model to local
suppliers

©

Obtain commitment to
EICC from key Front-end
subcontractors

©

Perform EICC Risk-Assess-
ment level 1 on key Front-
end subcontractors

Tk
1
L

Ensure 30 highest risk Back-
end subcontractors perform
EICC Self-Assessment
Questionnaire

(%)

Start the EICCaudit process
on the three highest risk
Back-end subcontractors

©

Implement the subcontrac-

The first step was to translate the N engagement letter and the subcontractors tor performance evaluation

i Risk-Assessment level one subcontractors 4
EICC Code of Conduct in French : tool, including EICC criteria
and Italian, complementing the The program is now under deve- « Deploy the EICC (for Back-end subcontrac-
versions already available in lopment, focusing on each site’s supplier engagement o
English, Chinese, Spanish and top 30 local suppliers. model with logistic

suppliers
Suppliers’ and subcontractors’ compliance with EICC
Agreement to EICC Risk- EICC Self-Assess- . Key suppliers
Target Number comply with EICC Assessment ment questionnaire Elccl‘:::':h‘:;xess checked against

(%)

completed**

1 performed (%)

Suppliers of materials

Suppliers of equipment/facilities/IT

Subcontractors Back-end

Subcontractors Front-end”

EICC

(*) Starting 2008, total Front-end subcontractors can change from one year to another, because to be reactive to market events, we implement the ‘active foundries' concept. This list is updated each quarter using

planning data.

(**) The number of SAQs is not the number of suppliers/subcontractors that have filled in SAQs. One supplier or subcontractor has to fill in one company level SAQ and SAQs for all their manufacturing sites that

produce materials, equipment or products for ST.
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Company performance | Independent verification statement

Bureau Veritas verification statement to
the management of STMicroelectronics NV

Bureau Veritas Certification France has been engaged to provide assurance

services to STMicroelectronics

Introduction

This Attestation Statement applies to the STMicroelectronics 2007 Corporate
Responsibility Report (the ‘Report’). The preparation of the Report and its
content is the responsibility of STMicroelectronics. The responsibility of Bureau
Veritas Certification France is to attest the validity of the data reported herein
within the confines of the scope of work set out below.

Scope of work

The scope of work for Bureau Veritas Certification France was determined
following discussions with STMicroelectronincs, as follows:

1. Review of the environmental and social performance data for the
period 1 January 2007 to 31 December, 2008;

2. Information reported, including the GRI indicators;

3. Review of systems and procedures for the collection, compilation and
consolidation of health & safety, environmental and social data;

4. Review of internal quality and consistency controls against such data;

5. An overview of the complete Corporate Responsibility Report to
ensure its consistency with the findings of our work.

Exclusions from the scope of our work
The following exclusions apply to the scope of our work:
« The data falling outside the 2008 reporting period, as defined above.

+ The information hyperlinked from the 2008 Corporate
Responsibility Report.

Basis of our opinion

The work of Bureau Veritas Certification France was planned and carried out
to provide reasonable, rather than absolute assurance and we believe that the
work conducted as described in the scope of work above provides a reasona-

ble basis for our conclusions. We relied on the presentations made to us during

the course of our work by STMicroelectronics’ personnel through interviews,

selective sampling and review of documentary evidence including visits to the

Geneva headquarters and the Tours site of STMicroelectronics.

Assurance conclusions
Itis our opinion that:

- The management of health & safety, environmental and social data
for inclusion within the Report is based on systematic procedures
and controls.

« Such systems are adequately embedded at the STMicroelectronics
sites that we visited, to ensure quality and consistency of the reported
information.

« During the course of our work nothing came to our attention to indi-
cate that there was any material error, omission or misstatement.

« The reported data is reliable and free from significant error or bias and
provides a fair representation of STMicroelectronics’environmental,
health & safety and social performance.
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Areas for ongoing improvement

The corporate level should ensure that the corporate tool are useful and add
value to the local tools, then impose the most efficient way.

Considerations and limitations

In relation to our work and conclusions, the following considerations and
limitations should be noted:

« Certain information is excluded from the scope of our work, as
stated above.

Environmental, health & safety and social data are subject to inherent
limitations due to their nature and the methods used for determining,
calculating or estimating such data. Therefore this independent
attestation statement should not be relied upon to detect all errors,
omissions or misstatements in the reported data.

- Attestation of data relating to greenhouse gas emissions does not
provide a level of verification sufficient for the purpose of emissions
trading.

Statement by Bureau Veritas of independence, impartiality and
competence

Bureau Veritas is an independent professional services company that speciali-
ses in quality, health, safety, social and environmental risk management with
over 180 years history in providing independent assurance services.

Bureau Veritas has implemented a code of ethics across the business which is
intended to ensure that all our staff maintains high ethical standards in their
day to day business activities. We are particularly vigilant in the prevention of
conflicts of interest.

Our team completing the work has extensive experience in conducting
assurance over environmental, social, ethical and health and safety information,
systems and processes and have over ten years combined experience in this
field.

Bruno LABARRE
Vice President, Bureau Veritas Certification France

BUREAU

Social, H&S, Environment indicators verified by Bureau Veritas Certification France.



Company performance | Key performance indicators

2008 Key Performance Indicators

ST’s indicators 2006 2007 2008
Percentage of eligible employees who signed the Business Conduct and Ethics Policy (%) STSO1 NA 88 92
Net revenues (USSm) ST 9,854 10,001 9,842
Net earnings (US$m) ST2 782 (477) (786)
Gross profit (USSm) ST3 3523 3,536 3,560
Earnings per share (diluted) (US$) ST4 0.83 (0.53) (0.88)
Gross profit as a percentage of sales (%) ST5 35.80 3540 36.20
Market share versus SAM (Serviceable Available Market) (%) ST6 570 5.70 6.10
R&D expenditures (USSm) STE4 1,668 1,802 2,152
R&D overall headcount evolution STE5 10,300 10,341 11,162
R&D engineers and technicians STES 7,195 10,253 11,084
ST patent applications filed by region STE6 607 497 485

Rate of employee turnover ST12 8.79 8.81 10.12
Job creation / hires by job type ST12 7,554 6,212 11,889
People recognized STS26 77,390 50,171 38,805
Accepted suggestions which were implemented (%) STS34 39 62 61
Average number of meetings in each organization or site during which management presents STS34a 9 10 10
company/organization/site results to all employees allowing time for open discussion

Average training hours for professionals STS15 30 35 27
Employee having received > 35 hrs training/year STS18 37 48 36
Professionals by gender (Men /Women) STS10 80/20 79/21 78/22
Number of partnerships with universities, colleges, schools STS44 236 335 437
Total cash donated to charitable associations STS39 271 444 463
Recordable case rate STHST 0.59 049 039
Severity rate STHS2 86 6.7 55

Environment

Consumption of electricity (per unit of production): normalized values (kWh) STEV31 543 523 49.7
Consumption of water (per unit of production): normalized values (m?) STEV56 313 295 273
Landfill waste (m:/production unit) STEV71 4.8 55 36

CO. emission (PFC+energy-+transportation) (kTons) STEV47 2,009 1,668 1,453

Product Responsibility

Customer complaints (per million units shipped) (baseline 100 in 2004) STPR2 716 64.2 82.6
Cycle time to process failure analysis (in days) (baseline 100 in 2004) STPR3 62.6 719 62.2
Customer returns (as a percentage of billings) (baseline 100 in 2004) STPR4 383 40.0 337

Supply Chain
Suppliers environmental performance (% of suppliers certified) STSC4b 74.1 799 84.1

UV,
FUVEN
|12
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Performance indicators (Social, H&S, Environment) found in this report are verified by Bureau Veritas Certification France.
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This index shows where to find full or partial information relating to the Global Reporting Initiative (GRI) core elements and indicators in this report.
GRl'indicators are shown in the color of the section in which they belong. This index also shows where to find information relating to ST's own
performance indicators. These are all prefixed ‘ST’ and shown in black print.

ST has identified a number of Key Performance Indicators (KPIs), which are shown as . All KPIs have been verified and validated by Bureau Veritas
Certification, France. &,

Information about the Global Compact principles can be found in the html version of this report.

Indicator reference Content Pages

1.1 Chief executive statement 3,4

1.2 Key impacts, risks and opportunities 3,4,5,9

2 Organizational profile Reader’s guide, 1,11, 18,
24-25,30,35,41,43

3.1-34 Report profile Reader’s guide

3.5-3.11 Report scope and boundary Reader’s guide, inside front

cover, 1,4-5,18-21, 22-24,
30-35,46-51,57,61-63

3.12 GRI content index Inside flap

3.13 Assurance 64

4.1-43,4.6,4.8,49 Governance 10-13,58

4.12-4.13 Commitments to external initiatives 5,58

414-4.17 Stakeholder engagement Reader’s guide, 4-5, 16,
28-29,58-63

S01 Community 24-25,28-29, 35, 39,47

502,503, S04, HR4, © STSO1 Corruption 10-13

505, SO8, HR3 Public Policy and compliance 26-27, 36, 58-59, 63

EC1,STE7, STES, STE9, STE11 Economic performance 19-20, 37

EC2 Financial implication and other risks and 46,52-53,57
opportunities due to climate change

EC6, © STE1,STE10 Market presence 20,59, 62-63,

ECS8, EC9, © STS39, STS39a, STS43 Indirect economic impacts 15, 20, 28-29, 37

STE3, © STS44, © STE4, © STE5, © STE6 Sustainable Innovation 21,35

LAT,LA2,ST12,STS6 Employment 31

A4, STHR4, STHRS5, STHR6, € STS36, STHR7, € STS34a, STS38 Labor and management relations 34

LA6, LA7,LA8, € STHS1, € STHS2, STH6, STHS 11, STHS12, STSHS13, Occupational Health & Safety 37-39

STEV67, STEV6S, [l 9.1,9.3

LAT0, LATT, LAT2, € STS15,STS16, STS17, € STS18,STS214a, STS21b Training and Education 23,25,33

(0 STS26, STS28, (5 STS28a, STS28b, () STS34, STS47 Employee empowerment and engagement 32

.A13,STS8, STS9, € STS10, STS11, STS12,STS12a, STS12b Diversity and equal opportunity 31

EN1, EN3, EN4, EN5, EN7, EN8, EN10, EN30, STEV6, STEVS, © STEV31, Material, energy, water; expenditure and 42-43,44-45, 46-51
STEV35, STEV37, @ STEV56, STEV58, STEV64, i 2.1,2.2,23,3.1,5.1 investment

EN12,EN16,EN17,EN18, EN19, EN20, EN21, EN22, EN23, EN24, EN28, Emissions, effluents and waste; Compliance; 44-45, 46, 48-51
EN29, EN30, STEV19, STEV21, STEV27, STEV40 STEV46, © STEV47, Transport

STEV48, STEV52, © STEV71, STEV72, i 3.3,34,4.1,43,44,8.1,103,104

ENG6, EN26, STPR1 Products and service 41,54-55,57

Product Responsibility

EN27, PR1, PR3, PR5, STEV78, STEV79, © STPR2, © STPR3, © STPR4 Customer Health & Safety; product and 41,57,60, 62
service labeling

HR2, €3 STSC1, STSC2, STSC9 Supply chain management 61-63

O The html Indicator Index gives more detailed information with: (GRI) G3 Guidelines, with an A+ self-declared rating checked and

« additional references to these indicators (html report, 20-F, www.st.com) confirmed by GRI.
- references to additional ST and GRI indicators CJ For more information on the GRI Application levels, see: www.globalreporting.org/
- explanation when GRI indicators are not reported on. GRIReports/ApplicationLevels/

. This report is in accordance with the 2006 Global Reporting Initiative
GRI REPORT



Glossary

APG
APM
ASD
ASIC
beStick
cd

Ccbp
CEA
CEC
CEO
CMOS

CMR

COoD
COO
CPG

CR
CvD-PVD

DART

DNA
Ecopack®

EFQM

EFTA
EICC
EHS
EMAS

EMS

ePA

EWS
GeSlI
GHG
GRI

HED
HPC

HR
H&S
IC
ICB
ICT

ILO

IMS
In-Check™
IP

IPAD

ISO

KPI
LOP
MEMS

Automotive Product Group

Analog, Power and MEMS
Application Specific Discrete
Application Specific Integrated Circuit
Internal self-assessment tool

Computer & Communication
Infrastructure

Cassa Depositi e Prestiti
Commissariat a I'Energie Atomique
Corporate Ethics Committee

Chief Executive Officer

Complementary MOS
(Metal Oxide Semiconductor)

Carcinogenic, Mutagenic, toxic for
Reproduction

Chemical Oxygen Demand
Chief Operating Officer
Computer Peripherals Group
Corporate Responsibility

Chemical Vapor Deposition-Physical
Vapor Deposition

Days Away from work, job Restriction,
job Transfer

Deoxyribonucleic acid

Lead-free labelling for RoHS-
compliance (the EU Directive on
Restriction on Use of Hazardous
Substances)

European Foundation of Quality
Management

European Free Trade Association
Electronics Industry Code of Conduct
Environmental, Health & Safety

Community Eco-Management and
Audit Scheme

Electronic Manufacturing Services
providers

Online performance appraisal tool
Electrical Wafer Sort

Global e-Sustainability Initiative
Greenhouse Gases

Global Reporting Initiative

Home Entertainment & Display

Home, Personal and Communication
(ST Product Group)

Human Resources

Health & Safety

Integrated Circuit

Informatics & Computer Basics

Information and Communication-
Technologies

International Labor Organization
Industrial & Multisegment Sector

ST Lab-on-Chip platform

Intellectual Property

Integrated Passive and Active Devices

International Organization for
Standardization

Key Performance Indicator
Local Operating Procedures
Micro-Electro-Mechanical Systems

MMS

MOSFET

MPG
MTCE
NAND
NGO
NOR
NOX
ODM
0oDS
OEM
OHS
OHSAS

OSHA

PFCs
PFOs
R&D
R11

RC
REACH

RoHS
SAM
SE
SIA
SoC
SOP
SOX
SR
SRI
STU
TCE
TQoM
USAs
US GAAP

UWEEI

VOCs
WBCSC

WEEE

WSC
20-F

Microcontrolers, Memories & GRIindicator prefixes

Smartcards EC Economic Impact

Metal Oxide Semiconductor Field EN Environment

Effect Transistor HR Human Rights

Memory Products Group LA Employment

Metric Tons of Carbon Equivalent PR Product Responsibility

Not And SO Society

Non-Governmental Organization

Not Or ST indicator prefixes

Nitrogen Oxides ST Company

Original Design Manufacturers STE Economics

Ozone depleting Substances STEV Environment

Original Equipment Manufacturers STHR Human Rights

Occupational Health & Safety STHS Health & Safety

Occupational Health & Safety STS Social

Assessmgnt Series (OHSAS 18001) STSC Supply Chain

Occupational Safety & Health $TSO C

Administration in the United States ompany -

Perfluorinated Compounds STPR Product Responsibility

Perfluoro-octane Sulfonate

Research & Development

ChloroFluoroCarbon (CFC) and is also

called CFC 11. Itis an Ozone

Depleting Substance. Its chemical

name is Trichlorofluoromethane.

Recordable case rate

Registration, Evaluation and

Authorization of Chemicals

Restriction of Hazardous Substances

Serviceable Available Market

Sustainable Excellence

Semiconductor Industry Association

System-on-Chip

Standard Operating Procedures

Sulfur Oxides

Severity Rate

Socially Responsible Investment

ST University The ST Corporate Responsibility Report 2008 is printed
X on paper produced by factories whose environmental

Tons of Carbon Equivalent management system is ISO 14001 certified.

Total Quality Management The paper used is entirely chlorine free, and the high

recyclability and renewability of the raw material,

Unvested Stock Awards together with production processes, are optimized for

US Generally Accepted Accounting maximum reduction of impact on the environment.
Principles .

. . Furthermore the paper used is certified with the
Umted Workers O.f Electronic and Program of Endorsement for Forest Certification
Electrical Industries (PEFC), meaning that the wood used to produce
Volatile Organic Compounds it (minimum 30%) has come from forests that are

; . well managed according to strict environmental,
World Business Council for social and economic standards. The forests of origin
Sustainable Development have been independently inspected and evaluated

Waste of Flectrical and Electronic according to the principles and criteria that have been
Equipment agreed and approved by PEFC.
World Semiconductor Council

Annual report filed with the
Securities and Exchange Commission

\ Certificate Chain of -
Q ‘ custody of forest q%“ M |'.-"'¢<\
\ / Based products @-
- N°: PEFC/14-33-00002-B
PEFC wwwpefcorg e A

This book is printed on Creator Silk 350g/m*

(cover pages) and 135g/m: (inside pages) -
IQnet and AEONOR certify that the

organisation Torraspapel, S.A. (Motril) as

implemented and maintains an ISO 14001

Environmental Management System.



N

I

\.

sustainable Excellence reflects the belief

we have in our ability to evolve, to improve
and to respond to the expectations of our
stakeholders, which will make our company
‘sustainable’and enable us to contribute

to sustainable development at a
global level.





