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Foreword by
Carlo Bozoft,

President and Chief Executive Officer

In o year characternzed by vdatile econamic, social and
market environments, compounded by the urfortunate
natural disasters in Japan and Thailand, sustainakbility
continued to be a pricrty at 5T, Indeed, our rssilience and
ability to avercame the difficult and unpredictable conditions
resulted, in part, from the foundation we've built through cur
long-standing dedication to Sustainable Excdlence and,

in parficular, cur strong focus on Pecple and Innavation,

W truly bdieve that sustainability delivers a great retum

and makes a vital contribution to our paformance.

At BT, we have abways mcognized that cur
pecpk are the foundation of cur cormparny.
Diuring 201 1 we continued to make excellent
progess inthe fiekd of Envicnrment, Health
and Safety (EHS). Infact, mcomable casss
and ssverty rates have declined by B3%

and 84 % respectively since 2002, further
consolidating cur positicnameong the industne
kaders. Inaddition, the Company Health Plan
continued to expand towards cur aim that
100% of emplovess will bave bensfited from it
by the end of 2013 in 2011 atotal of 26500
exars and tests wers pedomned at all cur
sites, coweting 83% of cur ermployess.

In addition to health and safety, we enhanced
key prograns to further strengtben cur 5T
raragement culure, develo p futurs kadss,
and identify and rward the inncwaticnand
creativity that kesps us at the forefront of cur
industry in technologies and products.

Thess products, especially "Fesponsible
Product="", arsat the heart of ocur business.
To sharpen curfocus in 200 1, we startsd
curinterral STRR initiative, clhssitving all

rew products inte relevant envirc nmental
and socil categories suchas ensrgy

saving and heathcare. The resulting "STAR"
rating erebles us to identify and track more
effectvely those products that contributs to a
s sustainable workl. We also aimto have
100% of cur new devices eco-designed by
2015 We have made significant progress

in developing in-houss sco-design tooks
well-suited to the complesdty of cur products.
To this end, thiee woking groups as now
focused on the integrtion of envire nmental
pammeters intechnolegy and product design,
greerer matenal sskection and gresrer
packaging.

With its kesn awarsnsss of ervironmental

and ethical Bsues, 5T has kng paid special
attention to managing chemicals and minsrals.
O RS VRSN 0N FesD Anive FrOckats, Bospages 20477

In 2011, through our participation in the
Eklectronic Industry Citzership Coaliticnand
Global e-Sustairability Initiative, we reirforeed
cur efforts to ensurs that ne conflict minsrals
enter cur supphy chain by deploving the

rewly created Due Diigence Tool for 100%

of cur materal suppliers and Frent-end and
Back-end subcontmctors. This topic now
represents almost half of cur custormers' social
and sthical rguirements and, becauss of cur
proactive approach, we've maintained very
strong custormer satisfaction kevels inthis asa.

In the wider ervircnrmental fiekd, we continued
to progress on many fronts. For exarmpls, in
2011, we moveled more than 40% of water
uzed, and ore of cursites in kaly received

an Dutstanding Achisverrent Award from

the Sustainable Eectronics Manufacturing
Wiorking Group. Morsower, more than 30% of
waste generated at our facilties was moycled
and mused, while kess than 3% was sent to
lanctfill

In additicn to these emvircnmental efforts, we
alsz stengthened cur broader community
irmc ernent. We continued efforts to bridge
the digital divide through curST Foundation
with our Digital Unify progrm. By the end

of 2011, 5T volunteers had trained cwer
148,000 pecple throughout the wodd since
the program's inception. We akso enlargsd
the scope of cureducational activities by
joining the Global Enterpriss Project, & rew
thres-year initiatiee led by the Eurcpean Round
Tablke of Industrialists ([ERT) which ghves yvoung
pecple the oppotunity to develop greater
urderstanding about doing business globally
while acquiring the skils mquird to suwoesd
intoday's know ledge-based econarmy

Since cur company's creation in 1987 the
semiconductor industry hes undergone
significant changes. In fact, due to its sver-
growing pervasiensss, skectronics today

= Mo and more an imperant answer to
pecpk's growing awarsness of, and nesd for,
ncherexpenences and social irmprovernent
The semiconductor industry is increasingly
driven by the way pecple e and what they
expect technclegy o bring to their lves, both
inenhancing the quality of the way they work,
learn, interact and relaccand in belping to
addess majer sooistal challenges in eremy
=aving, healthcars and secunty. In cther
words, the pursuit of what we at 5T call "lifs.
augrnentsd”. In cur 25th year of operation,
we are especially proud of the contributions
our innovative solutizns reks to all of thess
argas and we cortinug in our determination
to kead by ssample inthe pursuit of ennching
sustainable businsss.

Carlo Bozatti
President and CEO

This report has been prepared
following the GRI G2 Guidelines.
It represents a baknced and
teascnabke presertation of

our organization's esonomis,
environmental and social
performance.

It also dermonstrates our
commitment to the LN Global
Compact, to which we have beena
signatory since 2000,
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Materiality ond (e
Sustainability Strategy

In 2017, fdlowing on extersive mataidity exarcise launched in 2010 and finalized in 20117,

5T hae refreshed ifs Sustainability shrategy to link it with business pricrities, take into account
stakehdders’ interest and expectatiors and tofocus on managing our meet material issuss.
This exercise has identified 22 top sustainakility issues that are related o our industry sector and
that reflect cur own sustainability performance.
This Sustainability strategy will determine our way fonvard and our contribution fo waorldwide
Sustainable Devdoprment over the naxt thres years.

In 20117, we worked closely with senior management and executives on each fop sustainability

issue to define:

* the glcbal context i.e. frends and regulation efc., behind each isue
* identified risks and cpportunities

* qualitative and guantitative sustainability cbjectives
* roles and resporsibiliies of owners and contributors for each top isus

For each identified areq, we validated all cbjectives with 5T's Vice Presidents. The strategy was

then cfficially appraved by ST's President and CEC, Carlo Bozatti.,

INTERVIEW 'WITH
Tjerk
Hooghiemstra,
Executive Vice
President, Chief

. Administrative
J Officer

2011 has been a challenging year from
an economic point of view, did this
impact on your commitments towards
sustainability?

The comrmitrmant of 5T to sustainability
is deeply rooted in our ways of worling.
We have recognized the valus of
sustainability sincs the early vears of
the existence of the comparny and have
rarnaingd committed during rmultiple
business cvcles which are charactaristic
for cur industry. Soit is clear that the
economis challenges do not affect our
commitment.

According to you, what are 8T’°s main
strengths in terms of sustainability?
Our Decalogue is the compass forour
ongoing progress towards ever higher
levels of perormance on the way we

sustainably run our busingss and despite
achallenging 2011 vear, we have made
ol progress asthis report describes.
With the launch of new produsts which
have baen specifically developed to
support the envirenment through for
instance lower enargy consumption
incars, we take our commitmant to
sustainabilty to a totally new level.
Incdead semiconductor technology has a
arucial roke to play in glebal sustainability
chalenges. Considering global warrning,
if state-cf-the-ant semicondustor
tachnokgies and ekctionics topologies
werg universally adopted, the world could
recuce energy consurmption in traditional
applications by around 27%! For
exarnple, in 2011, wa have extended our
Power MZSFET Family to bring energy-
saving acdvantages to solar, telecom

and consumar applications and also
devalopad new softwars toolsfor STh32
microcontrollers to simplify design and
speed up development of energy-saving
irtelligent motor drives for applications
such as whits goods, air condtioners,
industrial autornation, power tools and
fitness equipment.

With these new products, sustainability
becormnes the very objpctive of our
offering to the market. This excites marny
peopk in 5T and | am also very proud of

it. It's atrue procf point of life augrmentad,
olr naw brand prormise.

Do you think sustainability can be seen
as a competitive advantage for 5T?

“fes, certainly. | am convinced that for

all stakzholder groups: smplyess and
potential onas), customers, investors,
analysts, suppliers, acadermic community,
et it is clear that the kong-standing
commitment of ST to all aspacts of
sustainabiity are trug and deep-rootad
values of the company. We were one

of the first multinational companies
ermbracing sustainabilty and thus ars the
picneers in this figkd.

And what are the next challenges to
maintain this competitive advantage?
As with all aspacts of compatitiveness,
it is & matter of comparative performance
wersus other companias. By now,

maost international companies have
launched and deploved comprehansive
sustainabiity programs. | belisve

this compatition is healthy. It keeps
everybody on their toes and pulls us all
up which can only be good for society
and our planst at large!




Intenview with
Alain Denielle,
Corporate
Sustainable
Development Group
Yice Presicent

2011 has been an eventful year in
terms of sustainability, what were your
highlights?

The rmain evant is certainly the launch

of cur refreshed Sustainabilty strategy
that has involed more than 20 experts
throughout the company to defing
SMART! abjectives and appropriate
levels of deploymant. We have taken this
aopporttunity to rinforce the governance
of our sustainability rmanagement

with the description of clear rokes and
responsibilties for key strategic players
to corfirm we reach our targets. We put
particular emphasis on the ol of our
Sustainable Excelence Coordinators

to corfirm that their management is
fully supportive of their mission and wil
dedicate encugh tima and resources

to their sustainabilty activitiss, We now
hawe a robust Sustainable Excellence
comrmunity with coordinators at local,
regional and organizational levels. \We
will also maintain our expert natwork: that
provices guidance and advice, follows
results, helps overcome challenges,
reviews objpctivesets.

We also made good prograss inour
commitment to the Electronic Industny
Citizenship Coaltion program. As part of
our strategy, we have proactively defined
acomprehensive internal and third party
audit read map for our Asian and Back-
end manufasturing sites. After one year,
we have already seen concrete postive
outcormes from this program, as detailed
in the Labor Rights and Social lssuss
pages of this report. Dur objective is
also to capitalze on our strong expartiss
in management systems for quality,
environment, health and safety domains
and to strengthen our social and ethics
management, We are doing the same
across other domains like chemicals,

greenhouse gases emissions and energy
managgarment. | am pleased that 5T

is maving ahead on this with ongoing
ceployrment of several standards; 150
1000, 130 16464 and IBSG02000
HEPM.

Where do you think ST still has potential
for improve ment?

Actually in 2011 5T has not besn
insluded inthe Dow Jones Sustainability
Inckex ([DJS), for the first time after 12
continuous vears of inclusion. This

rews has raally baen a warning to 5T

We did not expect that we would

fall cut of the DJSI, one of the rmain
Socially Responsiblk Investment indices.
Howewar, | do believe that it is important
to accept such chalengss from the
extarnal world to question oursehes

and mact acsordingly So we turned this
evant into a great opportunity to stronghy
raaffirm our cormmitrnent to sustainability
A rmulti-dissiplinary task force has been
formad to address our main areas for
improvemant: risk & crisis managgerment,
inncvation management, product
stewardship, water relatad risks, climate
strategy, hurnan capital developrment and
cotporate citizenship & philanthropy.

With the support of ST's top
managgarment, we have launchad sevaral
projects and intistives that wil be
ceplovad in 2012 to make progress on
these dentified domains. Cn Product
Stewardship we will keep on deploving
aur eco-design road map and new
Fesponsible Produst program not only
tofurther progress on environmental
aspects but alsoto buikd a major
competitive achvantage for ST

| arn also convinced that we naed

to maintain our efforts and a key
comritment in other dormains whaere we
have positive results. A good example
here is safety, despite our strong and
longerm expartise, we need to keep

on investing, conducting audits and
engaging ST managers to rmaintain our
excellence because we cannct make any
compromises on this subject.

And how are you ensuring that thesa
commitments match our stake holders’
ex pectations?

Incleed, | feal it is vital to ke able to collect
our stakehokders' feedback, and engage
with tharm. It was also identifisd as one
path for improvement in ST and we
hawe initiated] several actions to address
this. Cur 2011 Sustainability report in its
new forrmat is one exarnple with ssveral
contributions frorm stakehokders who
provicks their views on our engagement
ard results.

| dowant that we, Corporate Sustainable
Davzloprnent group, and cther
arganizations in 5T, becoms mom in
touch with our stakeholders through
participation in multi-stakehokder svents
because it is essential to sound out
sustainability trends and be able to
project ST into the future, In 2012,

we will also launch formal stakehokder
Engagement processes at corporate and
local kvels, and uss this feedback to
addjust our sustainabilty objectives and
programs.

Cin top of this, we are of course
continually in contact with cur main
stakehokdars. For example, we are
increasingly partnering with our
custormers and supplisrs on subgcts not
dirgctly related to mainstream busingss
such as conflict minerals, product lfe-
cysle asseasment, labor rights eta.

And most importantly we have taken the
apportunity of our rafeshad sustainability
strategy deployment 1o evaluste

our emplovess’ perception of ST's
engagement towards sustainability, using
the 130 28000 guidelines®. The results of
this analysis will help us better mspond
to the expedctations of this primary
stakeholder group.

Anel what about your expectations for
ST in termes of sustainability?

ST has a real and kong-term commitmart
to sustainability. It is really part of

our DMA and we owe this strong
engagement to sevaral formal networks
of exparts that ensur sites’ invohemant
in this sustainability journay but most
importantly o &l our employvees. So my
axpactation is that ST continues to be,
and to be racognizad as, aworldwice
leacker in sustainabiliby.

1 Spenic | Mezsurable, Achievable, Realisfy, Tinely
B Py o Dicrmaton, see pape S5




Governance

STMicroglectronics is registered in the Netherlands and subject
to the Dutch Caparate Govemnance Code. We are listed

on the New York Stock Exchange (NYSE), Eurcnext Paris and
the Borsa falicna in Milan, Our pdicies and practices are
designed nat anly o mest all cur statutary requirerments but
alo to Incapoaate intemdationa best practices. The company
was famed in 1987 as aresult of a decision by Thorreon—CSF
[nowy Thales) and STET (now Telecom itdlia 5.p.a) to combine
their semiconductor businesses and enter into a sharehdder
agresment!!,

Our Corporate
Governance Structure

In accordance with Dutch law, our
managerment is entrusted to the
Managing Board under the supervision
of our Supervisory Board. Carlo Bozotti
iscurrently the sole member of our
Managing Board with the function of
President and Chief Executive Cfficer.
In 2011, the Supervisory Board was
Ghaired by an independent, non-
exgcutive chairperson, Didier Lombard.
Pricr toMay 3, 2011, the Chairman of
the Bupervisory Board was Antoning
Turicchi, whe had previoushy sered on
the ST Supervisory Board as a member.
MWermbers of our Managing Board and
Supervisory Board are appointed and
disrnissad by our shareholders. 14114210

On harch 30, 2011, the French Fonds
Stratégique ' Investissemant (F3)
acquired Areva's indirect interest in
SThicroelectronics M, representing
10.9% of STMicroekctronics N 's shars
capital, and signed adaed of adharance
tothe shargholklers' agremant relating
to 5T Hokding M.

Cur corpotate governancs policies and
practices are cutlined in our Corporate
Gowernance Charter This is availabi on
ourwabsits, slong with our Superiscry
Board Charter, in the Corporate Governance
section at hifoinvestrs stcom,

Full details about the compasition of the
Committees, individual remuneration and
meeting fraquency of our Supervisory
Board ars provided in the report of our
Supervisory Board on pages 85 and

@8 of our Annual Report, which can be
daownloaded at hifodiwesiors. st com

I Detadz o the agreement andmajir shareholders can be found on pege 108 of 5T dnnoad Bepot (Fomm-208).

Sustainability is managed within 3T
as afully integrated ekrment of our
governance and opetations. As such,
it is not a separate agenda item

for etther the Supervisory Board or
MWanaging Board. Instead, speciic
aspects of sustainakilty ae addressed
whears required. Mo specific socil,
envirenmaental or ethical topiss were
formally raised by ST's sharehoklars
during 2011 1a.4¢

Supervisory Board

Cur Supervisory Board advises our
hanaging Board and is responsible for
supenising the policies pursusd by our
hanaging Board and the general courss of
our affairs and business. Cur Superisony
Board has adoptad criteria to assess

the independence of its members in
acoondance with comporate governance
listing standards of the MNew Yorl Stock
Exchange ard is esponsibe for managng
potartial of rpoted conflicts of interest
betwean the cormpany and its Board
members. (4.6t

Cur Supervisory Board is cafully sskected
based upon the combined exparence
and expertiss of its members. The nurnbar
and identity of our Superisory Board
mermbers ag approved at 5T's Gereral
Sharhokiers' Meating, based on a majority
wicte, Dur Supenisory Board is assisted by
a Secrtanat whoss responsibiities include
ensuring the continuing education and
training of Supervisory Board mermbets.
4414000




The Supenisory Board has determined
the following independence critefia for its
mermbers, based on the evaluations by

an ad-hos committes: Supewisory Board
e rmnbers must not have any material
rlationship with SThikcroskectronics M,
ot anyof our consolkdated subsidiaries, o
olr managarment. & wmaterisl relationships
can include commensial, industrial, banking,
aonsultting, legel, accourting, charitable or
farnilial relaticnships, among cthers, but
doas not include a elationship with direct or
incliect sharehokders.

Certain of our Supsrviscry Board membars,
as dischead in their biographies in cur
VaroUs comnmunication docurnents, have

Executive Officers

axisting relsticnships of pag relationships
with F5I, CEA and the ltalian Ministry of the
Eeonarmy and Finarnce, who are urrerthy
parties to the 5T Hokding Sharsholders'
Agresrment as well aswith 5T Hokding or
ST Hokding I, our major sharehokder of with
ather parties that are armong our supplists,
custormers of technology partnars.

The Supsriscry Board mat 14 times in
2011, 1 iz achvized by four Non-Executie
Committess, comphsing mermbets of our
Supsmisory Board and attended, when
ceermed recessary by the Cormmiteas,

by mernbers of the management tearn and’
af by our audiors, PWE, and cutside legal
oounzel.

As of Decamber 2010, the Head of
Intarnal Audit has repored directly
to the (hon-executive) Chairman

of the Audit Gommitee. The Head
of Intarnal Audit attends all Audit
Comrnittee meetings and has dirct
interactions with the Chairman of
the Audit Cormnmittee throughout the
vear. In addition, the Head of Internal
Audit attends quarterly meetings of
the exgcutive management.

The current functional reporting

line and the practices now in place
ensure the Head of Internal Audtt the
appropriste level of organzational
independence and unrestricted
access to executive management
and the Board.

This repotting approach is in line
with standards defined by leading
international organizations e.g.

The Institute of Intarnal Auditors.

Our executive officers support our Managing Board in its management of the company, without prejucice to our Managing

Board’s ultimate responsibility. As of March 2012, our organizational chart is as follows:
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As a company committecl

1o good governance, we
hold regular corporate meetings.
These meetings, which involve the
participation of several of our executive
officers include:

Corporate Operations Review,
which mests once per month to
review monthly results and short-tarm
forecasts and invohes the following
exgcutive officersigroups: CED,

CFD; A, ST Infrastructures and
Sarvices, Product Quality Excalence,
Manufacturing [Front-end and Back-
end); Regions; Product Groups. As
of March 1, 2012, Didier Lamouche
= hief Operating Officer) and Carko
Ferro [Exgcutive Vice Prasident) do not
pafisipate according to their current
assignmants at ST-Ericason.

Corporate Staff Meetings

ara hakd every quarter to raview the
current busingss to plan and foracast
for the naxt quarter and beyond,

The Corporate Staff Meeting includes
all Exacutive Officers.

Corporate Strategic Committes
which maets six times per year, ssts
corporate policy, coordinates strategies
of ourvarious fundtions and drives
magr cross-functional programs.

The Corporate Strategic Committes
mastings are attended by the CED, and
the following executive officers: hMario
Arlati, Crio Belkezza, Jean Mars Chary,
Faul Grimrme, Ttk Hooghiermstra, Cito
Kosgalwies, Philippe Larmbinat and
Carrnelo Papa.

New Nomination
at Board Level

The normination of Marting Verluyten to

the company's Superdsory Board, means
that, for the first time in the history of the
cormparty, the Board has a fermale member
hlarting Werlivten's acaredlited financial
background will be of great benefit as she
is poised to rplace the Chairman of the
Audit Comrmittes, Tom de Waard,

The cormpany kolks forward to having her
oh board, which was confirned af the
Annual General Meeting of shareholders on
hlay 30, 2012, in Arnstarcarm.

ST-Ericsson

The success of the ST-Ericason joint
venturs is animportant elemert in ordar
for ST to achieve its kadership in the
muttimedia convargence markat.

To strengthen our support of 3T
Ericzson, from Decermber 1, 2011,
Didier Lamouche, has bean nominated
Prasidert and Chief Exgcutive Cfficer of
ST-Ericsson. Carle Ferro, Chief Financial
Officer of 5T, has been ternporarily
assigned to ST-Ericsson asits Chief
Ciperating Officer from February 20,
2012, working closshy with Didier
Lameuche and the ST-Ericzson team
to achisve excellence in execution,
leadership and sustainable profitatbility.

Financial
ond Extra-fincancial
Performance

$T’s financial performance

In 2011, the semiconductor industry was
characterzed by a solid first half, whik
there was a significant skowdown in the
later part of the year; as a result the total
markst graw onby marginally in 2011 after
the rebound rgistersd in 2010,

This sarme year, our wholly cwned
businesses delvered a solid performance
throughout the vear They daliverad
revenues of USE 8.2bn and an operating
matgin of above 11.4%.

In 2010, the menues for our wholly-cwned
businesses were USE 2. 1bn with an
operating margin of slichthy abowe 13%.

Morecver, we expacled to see strong
arowth during 2011 in two of our kay
strategics produst areas and we are
particularty proud of cur achievernents
there. Cur MEMS sales nearly doubled
to over USE 600m. Cur automotive
busingss reported racord revenues,
with sakes up 18% during 2011, on top

of sales growth of cver 409 during 2010,

In both areas, revenus growth was also
accompanied by a significant expansion
of the operating profitability of thase
product groups.

We also continued to maintain a striong
financial position and sharp focus on
capital management. Exiting the vear,

>

our financial resources totaled USE 2.3bn
and our nat financial posttion was about
USE 1. 17bn, as adjusted, excluding the
USE 400m ban provided by our partner
to fund ST-Ericsson SA. As anticipated,
we saw an improvement in the fourth
quarter in imentory levels and inmentony
turns and capital expenditures returnad
to ruch kwer levels as planned.

()
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ST's extra-financial performance

ST pursues a strategy of open discksur
of its sustainakility management,

tisks and perormance. Our annual
Sustainability Report is our major means
of reporting the company's sustainakbiliby
achisvermnants and chalenges to our
staleholders, including the investment
and Socially Responsibk Investment
(SR communities. We also respond
directly to rquasts from rating agendies
and extra-financial anabests.

In 2011, 5T was included in nine of the
rajor sustainability incdexes (e abe
but fell out of the Dow Jones

compEison anang the difemnd perbds ey be afected by shifls i arder shipment fimn one

locaiion o wnathen, a5 requested by our customers,

Sustainabilty Indiczs, World and STOXx
Eurzpe). In msponss to this, we have
clesly analyzed our parformancs and
have identified opportunities to further
strengthen a nurnber of kay sustainability
amas. Many of these have alrsady

been identiied in our new Sustainability
strategy where we have defined some
pracise objectives. The format of this
annual Sustainabiity Beport is aligned to
this new strategy.

wiorkd,

ST's Sustainability Mission is "to be
recoghized as world kader in innavation
for sustainable development through
excellencs in our paople, our products,
the environment and the community "

In order to remain a world leader we
need to proactively focus on our maost
matarial issugs, listen and respond to
our stakeholders' expectations and so
it is important that we mspond to the
avolving requiremants of the axtarnal

We have maintained a strong position in
the remaining sustainability indices and
were included in the Global 100 hMost
Sustainable Cormpaniss in the Werlkd
{tanked 83100 in 2011). 5T was also
classified as B Prime by the OEKDM
rating agency which places us amongst
the workd's best companias in the sactor

Ethical
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Our People




Recruitment, Learning

& Development

Marny specific skill-sets are needed to suppart 5T stratedic
objectives and technical requiraments. 5T carefully anticipates
skill requirerments and plans the matching of skills with the needs
of he bueiness. We pravide our employiess with opportunities to
experiance life-long leaming through professional develoorment

and caresr evdution,

Why are recruitment, leaming
and development key for ST?

High technology companies opetate in
very commpetitive environments at the
leading-adge of inncvation. The ability
to attract, develop and retain takents is a
kay success factor and so one objective
of 5T Peopk Developrment and Learning
Organizations isto ensure the company's
skills profies are anticipated and fulfilled.
This is achigved through sophisticated
recruitrnent, integration and parsonal
devaloprnent. Ancthar objective is to
support the company in incraasing its
profitability and productivity through
programs and inttistives that enhance
peopk pedormance.

+ Increase the percentage of open
positions for exempts” filed by
internal candlidates by 5% per year
fcomparsd with a 2010 bassling),
with a long term-target of B0%

+ Ensure that mom than 50% of
emplyees have a developrment
plan, linked to their annual
peformance

+ Increase employes ratention -
percentage of employees with
mote than two vears service

+ Further align ST's kearning with its
business strategy to contribute
to company transformation,
employes productivity and being
an ‘emplover of choice!

Meeting hoth employee
and company needs

ST isconstantly strengthening aspects
of its Peopk managemeant in order to
achieve its lbng-term vision; attracting
and integrating new talent into the
business, developing and engaging
emplyess, building compeatitive
advantage and attaining high
petformancs:

+ 5T has recently launched a new brand
that, under "lfe. augmantad”
rzinforces its postioning as an
innowative company that is committed
and contributes to enhanced social and
environrmental capital.

+ T further improve emploves
petrformancs, annual appraisals asssss
indiviclual cbjpctives, professional
competencies and behaviors and
also how the emplkoyves fuffils the
accountabiities of the job. They provide
the oppottunity for emplyess and
managers to discuss carger direction
and cevelbp coresponding personal
devaloprment plans.

+ In complkrment, the people review
process s deploved to exempts
population in oder to assess employes
potential, identify talent pools and
kay esources and then define their
professionsl development plans (hew
skills, potential carer dirction, internal
mekility suscassion ) in respect to the
future organization needs. Thisis a key
cormponent of our strategic staffing
prograrm and has a strong influsnce
oh the company's mid- and long-term
SUCORSS.

+ Tofaciitate personal developrnent, ST has
ceveloped programs that are decdicatad
to specific populations and needs. These
incluck 5T kadership rodel for managers
(5= g 1), CRVElOpITENL boostars for
high performars in phase of carser
growth, coaching, mentoring, 2607
assessments and tutoring for experts.

Expertise managerment has been a key
focus in 2011, We have built a strong
tachnical camer path and created local,
regional and corporate Technical Advisory
Comrittees to dentify, recognize and
assist experts who have the key skills
and experience necessary to meet 5T's
business needs.

ST's Learning Crganization supports thess
programs by addressing the needs of:

+ Organzations and stes, to achieve
annual obctives and deploy their
strategy;

+ Managers and emplyess, to improve
their competences and parformancs,
and to develop their long-tarm
ermployability.

ST's approach to karning has baen
reinforsed to more automatically

assess these needs and then turn

tham into appropriste learning offer and
ceployrment. Learning is a key tool to
enhance individual and organizational
petormance, 5o a key corporate
obpctive is to ensurs that every

vear, more than B0% of employees
have developad and engaged in a
developrnent plan. b s also important
that we rmeasure the sucoess and impact
of these peopk developrment and kearning
prograrms on quality, emplayees and
COMpary perormance.
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Forus on 5T Janpan and

v Kored's deployment of

Sales and Marketing
Learning Program

From 2002, 5T deployved FutureReady,
acomprehensive arning program, to
enhance the way we sell and markst

our products. ST Japan and Korea
(&K Fegion has been exemplary in the
ceplyment of this program, considaring
karning as a sales and markating
process with:

+ Managers and emplovess as
Customers who defing their needs in
terms of skills

+ Training courses as Products that
respond o the above needs

+ Corpotate Learning organization as
Marketers who designs the products

+ Hurnan Resources HR) as Sales who
compik the custorners' needs for the
marketers and promote the products to
the customars.

Adricrys Bosils FhD
Application Enginesr, specialist
in Human System Interaction,
Robotics and Healthcars,
Cataniadtalyy

*I have been a member of the
Technical Stoff community

for three vears. This hos
represented a great oppor hanity
for me, offaring the possikbility

o put my exparience cnd
know-how into practics within
the compony. To be part of
highly skilled comnmunity iz
helping me continue to mprove
my know-how; {or excampla
lrepreszanted the compomy

at Micro Machine Sumrnit in
Teogwion and, following Total
Snality cnd Corporate Sociol
Responsibility I'm corrying out
o educatconal program on
Fobotics in ltolion high schools”

ST JEK began with an address by

the region's Executive Vice President,
Marco Cassis, who personally explained
the importance of the program

to emplovess and asked them to
participate. Subssquent to this launch,
kcal HR played a key roke, interacting
with managets to assess their neads
ard to defing a FutureReadhy three-year
roadmag.

Since the launch, HR have remainad

in contact with the managers and
emmplyees involved in the program and
also with Corporate Learning in order to
collect feedback, fine tune the program

and rvigw the implernentation roadmap.

ST J&K Ragion is theretore benefiting
from a leaming plan that is always
consistent with the needs of the
comparny its managers and its
emmpkyess. Corporate Learming ensures
that company expectations and neads

are taken into ascount whan buikding and

updating these learning programs.

Ermpliyees' feedback onthe
effectiveness of the FutureReady course
is obtained after each learning sassion.
Then the cverall impact of the course

is later assessed through managars'
feadback Emplovess’ developrnent
needs ars further defined during Annual
Emplyes Pedormance Appraisals. s-
page 12

This feedback providas the opportunity
to check the roadmap intarms of the
emplyes population coverad and the
type of deployment modes used,

This continuous improverment virtuous
avcle is the bast way to make kaming a
key perormance tool and is in ling with
ST's Corpotate Learning approash.

I vy wha haold positions nomals mouing gradiate o
ot ; " e for vt
camypanEEtan

Chees XIANG

Enginesr, Molkding Process and Enginesning.

Shenzhen (Chindg)

“With alght vears of molding mantenoncos expetience,

[ nomincated to be a utor cnd attended the Technical Tutoring

fraining o acquire a new set of skills 1o tansfer

my expertize to others. I'm convinced that the Tutoring Progrom
will helpus to tonsfar expertize more quickly, systamatically
cmd efficiently. The advantages for 3T is to have o largear pool of
experts to raly on. As for me, [woe glad © be entusted with the
responsibility to shoare my expertiza”

Internal mobility %

ST wmnts to 52t up 3 cormpetive and atracive nemal raket to poside anployess with ntans pespedtive, hus enga-
gngand Ewining fian; and menager with boeder rifes or recniing people with 5T adequete expaiaos and
aanpetances. In ode o rech our objeative, ST Intama hiobiity pofoy and rdated patizes will berevdewedin SHE.

Ernployess having a formal individual developrrant plan / wz 5

In 20 , e have upgraded our s process, inchicing cur way to collectinomation on devslcpment plans and ther
azzodated sandsnds . With its new Leadarship odd, 5T is ming marages’ swaraness on e imporznoeot people
dewdoprnant himuigh specific canruniceion and trRining.

e recuits

¥ refrs i whohetd
oy mreting conypensation.

g gracimie or post gadiak edinaton and whoane notelgibe




Employee

Engagement

5T is committed to emplayes engagament to help them
understand ST strategy and future direction as a business,
haow they can confiibute to the campanys success,

and to mativate therm to make this corfribution.

Why is employee engagement
key for ST?

The sermiconductor industry faces several
amployment challenges™

+ it requires highly qualfisd
and expetienced employees;
+ high pace of innovation;
+ it is a cyalical businass;
+thera is a significant employee turnaver
in some Asian countries.
Engaged emplyess can help overcome
these challenges. Accotding to essarch,
“srnployess who are commifted perforn
20% batter and are B7 % kess kel o
iaave the organization’®",

ST's aim isto actively engage with all its
armplovess to help thern develop their
potential. Since ts inception, ST has
bezn monitoring employees’ morak
through ragular opinion and engagemeant
surveys. The feedback provides a
unigua insight that enables constant
improvarnent of the working environment
and management effectivenass.

+ Annually increase the percentage
of ermployess who demonstrate
the highest kevel of dissetionary
affort

+ Cormpany-wide action planning in
ESpONsE 1o ENgagement SUVeys
to acdress keyissuss

+ Increase ST emploves engagerment
r2lative to the benchrark

Continued commitment to
increasing employee engagement

In a recent communication, 5T Executive
Vice Presicent and Chief Administrative
Cficer, Tierk Hooghiemstra, remarled
that "Employes engageament s
evarybody's business". For emplovees
it is about helping and supporting your
colleagues, being a good team player
and being proud of their worle, For
rmanagers, engagement means being
constantly supportive to their team and
encouraging professional growth.

For the past four years, 5T has been
using an emplyes engagement modke!
that evaluates four aspects:

+ Diszretionary Effort: employees’
willingness to excesd expectations
o their objsctives;

+Intent to Stay empkyess’ commitrment
to further their caresr with ST

+ Ernotional Commitrment: the extent
to which emplovess value, enjoy
and belisve in their pbs, collzagues,
managers, and organizations;

+ Rational Commitment: the extent
to which emplovess feel that their
managers, tearns, departrments or
the company itself provids financial,
devaloprnental or professional mwards.

In 2011, 26% of cur smplovess
participatad in the survey, 5T's cverall
engagerment scores decreased by 1%,
bt still cutperormed the benchrmark,
an aggregate of companias with similar

inclustry profies and geographies, which
declined by 5% duringthe same period,

In avery difficult economic climats,

two key arsas where ST improved are
manager perormance and the link
betwaen emplovess’ daily pbs and 5T's
strategry Cur managers were bettar
evaluated fortheir kadership skils and
their abilty to manags their teams and
peopk perormance; they were able

to cescribe how individual emploves
obpatives are tied to the company
prictities and they were supported in
thair action by increasingly dynarmic and
relevant internal comrmunications

As aconsequencs, the Discrationary
Effort score improved by 2% compared
to last year. The nurnber of emplovees
willing to celiver the highest levals of
discrationary effort has progressively
increased from 3.8% in 2008, to €.6%
in 2010 and to 10.8% in 2011,

In 2011, all organizations prepared and
communicated action plans. Hurman
Resources professionals at every kel of
the organization faciltated the process,
providing managers with the necessary
support to communicate results and
impkmant intistives. In 2012,

the company will maintain its prograss

in this direction, incorporating two new
arsas: carser development and custormer
focus.

1A change of pace for the senion dusioe Rosyg
PwiC [Movenmber,

B Cyiving Pedormancs snd Retention through e
Engagerrent Corparate Leadershin Cound! B00)




ST's leadership model unites
leaders under a common
leadership ‘hanner’

A new program launc hec

by People Development

& Learning in 2011

To support managers in their rok, in
2011 5T developad a leadership model
that describes the qualities needed
at 5T to ke mcognized as a leadsr
with the ability to provide solutions to
insreasingly complex challenges, to
cdevebp a sense of bekonging and to
stirmulate engagement amongst their
tearn members.

This madel is also beneficial for the
company becauss it unites leaders
actoss ST arcund a cormman managerial
language and culture, crating the basis
for batter organizational pedormance.

ST's leadership model is founded on

18 behavioral compatencies, arranged
into five dimensions, each defined
through three drivers. This model

has become part of cur perormance
appraisal systern to support kadership
cdevebprnent in relation with a complate
set of tools such as a dedicated
keadetship course readmap as wall as
a specific 280 assessment.

Menmic Renchi

28 0|

Articulate and communicate a compelling vision
+ Dizvelop a vision that fits with the company direction;

+ Enthuse peopk by making therm feel part of the wision;

+ Plan for both the ong- a5 well as the short-term.

Align actions to 3Ts shategy cnd deliver results

+ Act as an ambassador for ST'svalues and goals;

+ Implerment solid processes for deployrment and exacution;

+ Dernonstrate personal responsibilty and commitment to deliver results.

Foster a climate of entreprensurshup

+ Faster thoughtiul risk-taking,

+ Empower people and ensure accountability,

+ Promote excellence, agilty and a can-co spirtt towin.

Drive innovaton with o forword-sensing mindset
+ Anticipate markets and technokegical opportunities;

+ Encourage a positive, open-mindad and challenging sttitude;
+ Focus to gain speed.

Care for people growth and engagament

+ Build engaged and diverss tearmns;

+ Azsess peopk accurately and take action accordingly,
+ Advance professional depth.

Cedvin Geh Chin Boon
Section Manager Production Control
and Industrial Enginesnng, Ang Mo Kio

Mo ufacturing Technician, Agrate (tabyd

*l kmew about the latest survey resuls in the
cuarter Iy Momagement Communication Mesting
and in o talk with my boss, One action lounched
after the pravious aurvey that comes o my mind is
the "Proorconma 2%, o campoicn thot encourages
wiotkers to make suggestions to reduce waste and
increcse quality . This compoaign & o way o hear
the opinicns of the workers who are the ones that
deal on-site with production problams.

[ think cnother action that confiibutes to
amployes engogement, is the recognition of
amplovess” suggestions duing owr Monogament
Communication Meetings, in the prasence of the
enfire site organization ”

(Singapored

“The ovearall results of the 2011 Engogement
Survey were shared during the Production
Confrol @naarter by Foram.

MWy manager and the HR managear then
orgomized a sharing session, dedicated to the
presentation of my tecm results.

Thiz seszion wos alzo the cpporbunity for us to
azk cquestions cnd get clorificotion

In response o these last two vaors’ surveys,

[ feel that there has been more effort to
communicate with the people at owr site
After the 2010 survay, within my depcr tmeant,
one-on-one sessions were infated by my
maoncger o provide dedicated ime to
address impartant work-related issues ”




Global |

Diversity

& Equal Opportunities

51 is camimitted to ensuring equal coparunities and
appropriate representation ot all levels of the aganization,
including dirmersions such as gender, age, race, disabllity

and naticnality.

Why is ST committed to global
diversity and equal opportunity?

Companies are incrasingly witnassing
the added-valus of diversity in mary
WaYS:

+ "Pacple with disabiifies are productive,
relizble ermployess who brng banelifs
fo the workpiace™t"

+ "Sanoremployess have key fechnical
competanceas and offer iong-tarm
axpanance fo young employeas and fo
the company at lange "®

"Greafar diversily in crganizafions,
Inciuding more women, leads fo higher
perforring feams and betfer bushess
resulis" stated Carlo Bozotti, 5T's Chief
Exgcutive Officer, for the Europaan
Round Tabk's Advancerment of worman
in business initiative (s Chairman of the
ERT Societal Changes Worldng Giroup).

At ST, we are convinced that diversity is
a competitive achantage allowing us o
provide inncwvative responsss to giobal
issues through muli-angled approach
{outtural, gender, genaration, etc.).
Across our sites we have developed
manmy programs o benefit more from our
large cultural divarsity.

With our new sustainability strategy,
wa made commitrments in three

argas; gender, seniority and disability,
Furthermars, 5T Principles for
Sustainable Excellence, our top-lavel
raference for guiding our behavior and
decision-rmaking, state our commitrment
to aculture free of discrimination;
ensuring respect for hurman rights

and fair treatrment in recruitrment,
rernunetation, carser daveloprment and
promaotion.

A progressive approach
to diversity

Because countrizs’ kgislation and
cultural norms can vary, ST rmainly
provides genetal guidelings that enable
ST's sites to respond ascording to their
local context. Dur manufacturing sites

in France and ltaly have demonstrated a
proactive and solid approach over rmary
vears, utiizing dedicated committaas
andfor departrments to address these
issUEs.

Gencer equality

Wery roently, ST's CBC, Carlo Bozatt,
madke a public commitment to increase
the percentage of womsan in kadership
postions (UG 17 and above) to 15% by
2015, In 2012, several corporate HR
processas will be reviewsd to boost the
devaloprnent of high potential women,
The intiative will be cascaded to sites for
local implementation.

To maintain this inttistive in the kbnger-
termn, many 3T sites already partner
with schools to promate technical jobs
o young Women, encouraging more
girls to enrcll in engineering schools and
unwersities. 5T's objective 1s now to
ensure that, at all kocations, the femalke
hiring ratic is equivalent to the graduate
gender ratie in partner sshools and
universities.

hany sites already exceed kgal
requirements regarding maternity

and paternity programs. In the Czach
Republic for instance, our ST site offers
fathers the sarne rights as mothers, ie.
eight weeks of paental lkave on 80% of
salary, alongwith part-time and home
office working where possible. Italian
sites have also developed many intiatives
inthis area, such as a Matemity at Work
ranual, adoption guide, tutoring for
rnethers who want to remain informed
during their rmatermity keave, coaching
after return from maternity leave eto.

Seniority

It is irmportant for ST to ensurs that key
competencies and expartise ar not
lostwhen people kave the company.
ST considers that it is essential to
maintain senior people's empkyability
taking into account their expectations in
tarms of carssr evolution, compatency
developrnent and possible adjustrment
in their ok, It is 5T's aim for all stes to
akefing a seniotity plan, adapted to their
local contexts that responds to thase
commitments.

Disability

We have obsesrved various existing
situations at our ST sites on this
sublat, mainly because of differences
in kgislation. Cur objective is to share
best practices, ensure sites offer fair
emplyment to disabled people and
progressively increase the percentage
of disablad people emploved by ST Our
Franch and talian sites have the most
ackanced programs inthis areawhich
include partnerships with recruitrment
agencias to hire disabkd peopk,
programs to train disabled people in
tachnical obs, quantitative ermployment
obpctives ete.

+ Ensure that the hiting ratio of
woman to man is equivalent to the
gender ratio of graduated students
in partner schools and universities

+ Incraase the proportion of wormen
in leadership postions worldwids
from 9.8% to 15% by 2018

+ Ensure that all sites have a senicrity
plan to maintain employvability in
the second part of peoplk's carsers

+ Ensure that all ST sites have disability
plans to keep increasing the
petcentage of disabled employess
in ST




Foc.:us on 5T France's
progress towards gender
ecpuality

In 2006, 5T France signed its first
collective agreemant on gender equality,
making cornrmitments in terms of
racruitinent, rernunaration, maternity
and adoption kave, training and
devaloprnent,

In 2011, two task forces worked on
rarnunatation and career inequality

to analyze ST France's situation and
ackdess any inequalitiss. The task force
oh remunatation anakzed the salary at
each job grade, correlating twith the
annual performance appraisal score,
seniotity in 5T and seniority in the job
gracke. A global average has been
calculated for each of these variables
to cefine a reference profile. Bach case
was then comparad against this profile.
At the end of 2011, 120 cases have
been corrected and specific astions
established to avoid any furthar unfair
discrepancies. Thess include new
rules to define objectives for part-time
emmployess and to set afair pay rise for
wornen on rmaternity eave.

The second task force was launched
atthe end of 2011 to identify potential
career inequities and to analyze their
undethying causes. At the end of the vear,
the conclusions showed that on a job
gracke scale from 910 18 and above, both
man's and wormen's avarage job grade

iz 14 but there are many more wormen a
14 and below. Several potential causes
were reseached such as the choice of
career path igxpert, projpct managerment,
peopk management), the proportion of
waornen working part-time, the influsnce
of maternity and the female labor market
avarthe past 20 years.

Basad on this analysis, three main
causes were entified:

+ structural causes: considering
seniotity, the current percentage of
women in job grades 1510 181s
equivalent to the fermak recruitrment
rates from 10 to 20 years ago;

+ societal causes: very few men are
working part-time compared to womean
and wary faw maen take parental kave,
even If French kgisktion allows them to;
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+choice of carear path: during their
annual performance appraisal, womean
mastly choose expart of project
rmanagerment career paths, whik 5T
has mote needs of senior positions
from managetial career paths.

However several positive aspects

hawve been highlighted: in France, the

percentage of womean in executive

postions has doubled in the past 20

wears and mors wormnan ag maoving from

non-executive to executive postions

through internal mobiity This task force

will be maintained in 2012 to propose

appropriate action plans.

I Dby i the Workpace: Canpany Fracties, ILO @2010)

& Sanior Emp : jes are bav oo of
the admntagas?, Movedhic (008

¥ ng(ggag,e ioation, see ST Sustanabifty rper 010,

3€
N
WCPE

Lr. Reomina Beortelo,

Executive Dirsctor

of Matess MNational

Commission for the

FPromotion of Bguality

(MNCPE)

The NCEE, wit the soppont of the gwqieaa Sooi Fund

commitmant toward gendlr equally.

“In several aurveys cround
the world, organizations that
promote gendar aquality in
their practices have shown a
merked competiive advaniage
over businesses in their sector.
Thiz has been athibuted

to several factors such as
acoaszing the most creative
cnd skilled individuals, more
innovative cpproach basad
on the different skills and
expetience of both gendars,

or reducad costs due to higher
retention of employeas.

Cme should proise 3T Malto for
their inifiafives in enhoncing
their workplace thombks to
family friendly environment,
where employess with coring
respongibiliies con beneft from
telework, reduced and flexible
howurs”

Far more bfanmation, resd the report Gender equaly,
enonoinic g and enslownent, A5 Lo'srom
hittpen eumna. i =, =




Employee

Safety

Why is safety key for ST?

Three factors are mainly responsible for
the ever-increasing fosus of companies
oh their health and safety pedformance:

+ stronger international guidance and
national polisiest;

+escalating direct and indirect costs of
work-rlated accidents and illhesses;

+ increased scrutiny from external
stakehoklers e.g. custormners’
requiraments, investrent and financial
questionnaires, attention from the press
eta.

ST cares about its emplovess and
wants to ensurs they are protected,

so safety has been a key part of its
culture for cvar ten vears, with a firm
comrmitment to strive for zew accidents
in the workplace. Today, 5T's 22 stes
fincluding all its rmanufacturing sites and
its largest non-manufacturing sites) are
certified to CH3AS 18001 and 100% of
our sites are engaged in the reporting of
safety pedformance. 5T is now adopting
a mome granular approach, adapting its
programsto bcal context, focusing on
specific groups, such as contractors, and
armpoweting emplovees and managers
through training and awarsnass.

+ Continucusly reduse worle-related
injuries, ilnesses rate (recordable
case rate) and severity rate by 5%
per year

+ Ensure that, by 2012, 5T ermplovees
hawe an awvarage of four hours of
training and awarensss per year on
environment, health and safety [EHS)

5T is committed to ersuning the health, safety and well-being
of its employees, including achievernent of waorklife bdance,
safe warking conditions, the mitigation of risk and danger and

access o healthcare,

Maintaining our focus on safety

Safety managerment is robust
companmywide, both at corporate and
local levels with decreaszes of 89% in
recordable cases and 24% in sevetity
rates since 2002, These raults have
also resuted in savings estimated at USE
43rm since 2002,

As anticipated, the 2011 results were
similar to 2010 because once a certain
level of performance has baen mached,
further reductions becorme increasingly
difficult to sustain, After ten years of
annual 10% reductions, the annual
recustion target has been reduced to
5% this vear.

To continue striving for zero accidents,
ST isfocusing on two main intistives:
continuously raising employess’

and managers' awarness, and the
deplyrnent of programs adaptad to
sites’ speciic requirements.

In 2011, 5T provided 167,000 hours

of EHS training and awareness to
employess, exceeding its 2011 corporate
target with an average of 2.8 hours

per empkoves. All 3T manufacturing
sites have also completed a szif-
assessment through a dedicated tool
that helps identify opportunities for
improvernent in sites' EHS managerment
systerns. 15 topics, such as kadarship,
communications and promation, hurman
resources and risk monitoring were
evaluated allowing sites to obtain a
detailed analysis of their performance in
arder to help them define and develop
talored programs.

Siee Crofes Sysarabk Sk anproech on pagel 9.

In addition to this self-evaluation,

tha Corporate Safety organization
conducts manufasturing site visits to
review the implementation of cormpany
rukes and procedurss. In 2011, six

vists were conducted and a further
eight are planned for 2012, Thess
inspections provide an opportunity

for sross-fertilization through extarnal
benchrnarking and the sharing of good
practices between sites. Some stes are
alzo involed in national or kocal intiatives
whara they shamr their successes and
chalkenges, and banafit from other
companies’ experiences. Bxtending a
strong safety culture to wider audisnces
is important and 5T is contributing to
this by involing its on-site contractors
in its safety programs. Since 2007, 5T
has successfully tracked contractors’
kot work: day cass rate and s pleased to
obsene that it is continuoushy redusing.

Despite its ongoing strong
petormance, ST will continue to

strive for improverment, taking into
account the feedback from axtarnal
stakeholders such as the Intarnational
Lakour Crganization'™ that are helping
cofmpanies to raise international
standards. We are also mindful of the
potential risks to safety arising from
tha current sconomic orisis and want
to massure all stakehokders that ne
commpromises have been or will be made
regarding ST's commitrent.

1 A0 Wl Congress on S and Heakh = Wek - 100
Ftvodution repart : Globs Trends snd Challnges m
Cecopagional Safy and Heath, Sentennber 2011




Foc.:us on 5T Crolles for

"o g Sustaincble Safety

In 2010, 5T Croles (France] initisted

a new approach to safety, aiming at
medifying safety-related behaviors.

They realized that past safety programs
brought positive results but that these
were hot always sustained, also that 90%
of the causes of accidents were mor

the result of human and crganzational
factors than technical reasons.

To ensure permangnt low levels of
tecotdable cases, 5T Crolles has vested
managets of operational teams with
clarly defined safety rasponsibiltiss:
condusting safety visits twice a month
to chearve safe and unsafe behaviors;
cdevebping safety dialog with their
tearns; and pikoting detailed analysis of
accicents. 320 managers have been
trained on safety fundarmentals and on
how to implernent these new aspects
of their responsibilitiss, with a focus on
safety visits.

During these visits, the manager
obsares ong person, who has been
informed beforehand. Follwing this
obsarvation, they analyze together the
postive and negative behaviors that have
been seen and jointly develop corrective
actions. This is an ideal opportunity for
tha rmanager tor dissuss the findings with
tha tearn, recognize positive aspects
and raise awarenass of any unsafe acts
or dangerous sonditions that have been
obsared. It also provides a catabest for
adjustrents in satety standards and
policies.

The site safety departmant also
arganized a communication campaign

to raise every emplyee's awarensss
throughout the vear with a four-week
focus on one safety thamea e.g. behaviors
and habits, housskeeping, moverment

and posturs, work: at height, safety reflex,
shared viglance, etc. A 'conclusion’
safety card is then sent to sach
emmplyes'’s home.

In 2011, rmore than 1,600 satety visits
wers complkted. Atone manufacturing
plant that adoptad this new approach
particularly thoroughly, the rate of all
accidents decreased by 39%.

The 2012 cbjective for the two ST Croles
plants is to habe the accidant rate,
compared to 2010,

The benefits of the Sustainable Safety
approach are manifold: reinforcing a
positive safety culture; dermonstrating
managers' safety excelence,
commitment and leadership; incraasing
emmplyess’ mativation and team spirt;
recdusing the numbser of accidents
through the analysis and corection of
unsafe behaviors; and saving costs for
the company (aquivakent to € 360,000

in 2011}, In addtion to this, mary
managers and operators have noticed
positive impacts that go bavond this, with
improvameants in guality, maintenance,
productivity of manufacturing processes.

Sherlym Loscton

Warehouse Shift Leader Slobal Logistics and
Warzhousing Srganization, Cakimba (Philippines)

"Atouar site, we have the Hoazood Hunting program that
is cbout cwaraness. It results in o non-oudit findings
wotkplace. [tseems o be the step-bystap closwre to
simple issues that we encountered n owr daily lives.

s
O

Bacousze of this, we now mantan and sustoin safety in

o wiorkplace.

We horve alzo applied what we've learned hare in ouar
company oo home to enaure safety of evarvbody. One
good excmple is the propear segregation ond labeling on
even simple chemicals, this is significomt to us”.
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Employee Health
and Well-being

Why is ST committed to enhance
employees’ health and well-
being?

Attention toworking conditions has

been extended over recent vears to
encompass not only physicsl risks but
alsoemplovess’ health and wall-baing.
Mew legislation, notakly on smeking and
stress, combingd with studies conducted
by gowarnments [European Worlking
Conditions surey for instancet™) has also
prompted increassd attention from extra-
financial anabysts and the media

For 5T, employesas' haalth is vary
important, both within and beyvond the
workplace. It isthersfors part of our
Corpotate Health Policy to provide
voluntary health promation programs
designad to enhance employess’
wel-baing. ST's Haalth Plan setsan
ambitious target to provide the same
level of medical car toall 5T employvess,
whemvar they are koated.

A global framework for local
actions

In tarms of heatth and well-being,
legislation and cultural aspects diffar
significantly from one country to ancther.
ST's approach is to provide guidance

at corporate kevel, enabling countries
and sites to design programs that are
well-adapted to their local needs and
racuirernents.

Since 2006 5T has opsrated a company-
wide Health Plan with a dedicated group
budget to support sites’ programs.

The company obigctive is for all 3T
employees to recee ot kast one
madlical chack-up avery 18 months.

5T is committed to ersure the health, safety and wall-being

of its employess, including wak-life balance, waking
conditions, mitigation of risk and danger o employess and
subcontracton, employes access o healthcare,

Thess chack-ups arg conducted ether
on-site with external professionals or
externally whers the site has partnarad
with qualified health centers. In addition
tothis, sites are offering a variaty of
ather medical tests and exarninations,
depending on their employvees’ needs
and preferences, such as blood
analysis, marmmography, chest X-rays or
cokorectal cancer tests. For ermplovees
warking on some specific maintenance
aperations in manufacturing agas, bio-
meonitoring tests are also provided o
measure potential exposurs to hazardous
substances.

In 2011, 8500 medical examinations
wete petformed, including more than
35,000 check-ups covering 83% of
employess.

Through this Health Plan, ST also trachks
six health and wall-baing indicators:
physical inactivity, smoking, bleod
pressure, cholestaral, cverweaight and
obesity. Based on these results, sites
are conducting specific awarensss
carmpaigns. Forinstance, ST Ang Mo Ko
(Singapore) is organizing Lunch Talks, at
least once per month on diverse subjgats
such as 'chiropractic and ergonomics’,
‘stress management’ and "alkergies

and sinusitis'. Ancther exarmple at 5T
Agrate (fabd is a nutrition campaign at
the site cartzen to help employees eat
a balanced diet. This was developed in
partnership with kocal health institutions
Asross all stes, the main subjects

addressed are sports exeriss and
smaoking, with programs helping smokers

toquit. To support emplvees in balancing

thair work and personal ves, some sites
am also providing concierge services such
as; nursary, banking, ckaning or shipping
and postal facilties. Several of our major
sites also have sport facilties, allowing

ermplyees to sasily practice sport during
lunch tirme o aftar their working days.

In 2011, ST Agrate (taly) was the

first rmajor site to tast a 'mobile work!
program, which offers certain groups of
emplyvess the oppotunity to carry cut
ekments of their work at home.

The scharme is voluntary and requires
the agreement of ling management. The
program was pioted by 28 emplovees
in 2011 with positive rasults. Some of
the benefits that were fed back included
irmproved focus and time management,
recluced distactions, greater efficiency,
elimination of cormmuting and associatad
stress. In 2012, 5T Italy Hurnan
Fesourcas will invoke national unions to
reach acommon understanding befor
officially launching the mobile worls
prograrm to sl alian sites.

Thesz intiatives to promaote employes
well-being illustrate ST's dedication to
share best practices and offer increased
site-basad support,

+ Enzure all employess have
benefited from the Haalth Plan by
the end of 2013

+ Promote employees’ health and
well-being through local intiatives
and carmpaigns on the following
aspects: sport practices, tobacco,
overweight & obasity, blood
prassure, cholastarcl

+ Expand and promots the
wel-being services offerad to
employess at ST sites to facilitate
day-to-day life
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ST US sites participats in the company
Health Plan but do not dissloss any
information about their activities because
of the US Federal Haalth Care Laws

that prohibit the sharing of madical
information with emplovers.

As part of this Health Plan, US sites offer
afull complernent of employer health,

cental, life, vision and disability programs
and also cover full preventative care such
as routing physical and dental checkups.

Fromoe and Italy address
e gtress at work '

Stress is increasingly a global
phenomanon affecting a growing number
of peoplk across the world in all aspects
of medern life, including at work, mainhy
because of fast-paced context®. ST's
Franch and Italian sites have initiated
campalgns with external independant
pantnars o evaluate emplovess’ kvels of
stress, identify the nature and intensity
of stress factors and develop a map

of strass by gender, age, organization
and b role through anonymous
questionnaires and interviews. Thereafter
the objpctive isto defing appropriate
individual and collective intiatives to
prevent and address this important
health issue.

This madical program extends bavond
physical health to emoticnal health and
provices services such as the Employves
Assistance Program [EAF) in which
empliyees can access outside services
to help bettar manage their work-ife
balance. This includes support on
several issues like marriage, family and
relationship issues, stress and anxiety,
depression, grief and loss, st

In France, stress evaluation is dong
during rmedical visits which offer
employess an opportunity to batter
unckrstand how to measure and

cetact stress and o speak about their
problems with an external professional.

In 2012, French sites will launch quarterhy
pevchosocial risk committess to workon
collective solutions and address the most
impottant cases.

ST ltaly has asked a Milan University
Departrent that specializes in
workplace-related ilness to proposs
solutions for managing conflicting
situations at work, and supporting
affected managers and emplovess.

An expett from the University is available
to analze stuations with several

This service also provides assistance for:
chikdcare and elderly care assistance,
financial and kgal services, identity theft
recovery assistance and daily Iving
SUppott.

The US Medical Program incorporates a
proactive dissase management program
that offers services such as annual flu
vacsinations.

Some sites proposs additional services
to emplovess such asfithess reoms
and yoga of other sport classss, which
enablk emplovess to practics activities
during lunch or break: time.

participants such as HR, doctors and 11 vaveve ncch
managers. They can then interveng gither 2 [0, e cost afviskrostress o ok ?’f;&m*ﬁ af
g

as an advisor or mediator to develop and
offer solutions.

Health and employ.ee
wellness services at 5T =
Calamlba

ST Calarmba (Philippines) has developed
‘Comprehansive Heakh and Employess’
Welness Services' [CHEWS) with the
objective tochange employesas’ mindset
about health and to encourage them

to adopt a preventive approach under
the slogan "CHEWS to be fit, becauss
wellness is achoie!”. By the end of
2011, the sick leave rate has been
rdused by 49%. The program is based
around three sarvice pillars: Patient Care,

Cocupational Health, Emploves Wellness.

It offers several services, including:

Veliness Helpline

This helpling allows emplyess toask
specific medical questions to healthcare
prefessionals in cases of iness.

ST Health Index

This index is composed of eight
incicators such as smoking, body mass
inckex of trighycarices, with three kvels of
risks: bad, borderline, good. After their
annual medisal exarnination, emplovess
receie their health soorecard with
rcommendations on how to improve
their lowest-scoring indicators.

Happy Hearts Club

This club is open to all emplovees who
airn to improve the haalth of their heart.
Awelness guidebook was created
and distributed to the members to
monitor their blood pressure and body
mass incex. It has been extended

to family members who becorme the
employee's 'home partner’ in the use
of the guidebook to monitor their haalth
condtion outside work

Pregnancy information

‘Marna Conterences’ are hald quarterly
and a mini-likbtary for maothers has besn
set-up. A study was conducted on the
health conditions of pregnant emplovess
and policies wers written in ordar to
ensure asafe and healkthy worlglace.




Labor Rights
& Social Issues

As a signatory of the UN Gobal Compact and a full memiber
of the EICC, ST s committed to respect its workers” rights and
cantinucusly imprave labar conditions in its opeatiors.,

Linking policy to practice

Ot recent vears, a number of kay
interrational standards and guidelines
covating labor rights and social issugs,
have been released. The elctronic
industry has experienced increased
attention from civil society organizations,
investors and media on these issues.

At BT, thesa trends have resulted in

a significant increass in our customer
requirernents on related topks, which
have more than doubled over the last five
YBars.

ST is cormmitted to ensure it aligns

with ke intarnational standards and
guidance, including the UN Global
Cormpact, the UN Guiding Principlks on
Busingss and Hurnan Rights, the OECD
Guidelines for Multinational Enter prises
and 150 26000, 5T stes at all kbcations
must meet national labor and social
regulations and go bevond kegislation
by adharing to the provisions of the
Ekctronic Industry Citzenship Coalition
[EICC) Code of Conduct and 5T's cwn
Principlesfor Sustainabls Excelence.

ST's internal program focuses on the
practizal activities that will ensure we
mast this goal of all 5T oparations,
respecting, the basic rights of workers
to freedom of association and collective
bargaining, the elimination of all forms
of forced and compulsory lakor, the
effective abaolition of chikd lakor, fair
wages, falr treatment, fair working and
living conditions, and the elimination of
disarirmination.

Continuing implementation of the
EIGC Approach

Since 2007, when =T formally adopted
the Electronic Industry Citizenship
Ceoaltion Code of Conduct as applicable
to its own operations, the comparry has
bezn driving a continuous improverment
process with two main axes:

+ ldentify our major risks relating to labor
rights and working condlitions in our
apetations and activities; and

+ Strengthen formal labor managemant
systems for our operations within a clear
frarmework of policies and procedures.

In sponss to international trends and
our customer requirmeants, including

a 100% increase in requests for audits
{frorn six in 2010 to 12 in 2011), in 2011
we focused on masting and exceeding
the requirmants of the naw BCC
MWermbership Compliance Program.

All ST sites successfully complatad the
EICT Self-Azsessment Cuestionnaire
(SACH and all results ware transfarrad to
the new EICC-CN ekctronis platform.
Ewvan though our sites maintained their
"kow risk! SACH status, we chose to audi
all 5T sitas in Asia and other developing
countries every two vears on a rolling
basis to reflact the expectations of our
customers and other stakzholders with
regard to perceied higher risk in thess
countries. Cur Shenzhen site in China
had already undergone an EICC third
party “alidated Audlit' (VAP in April
2010, 50 in 2011, further EISC VAPs
were conducted at ST huar (Malaysia)
and 5T Calamba (Philippines). VAPs
are planned for 2012 at ST Shenzhen
Ching), ST Longgang (China), ST Ang
o Kio (Singapor) and ST Bouslkoura

Morocco). The results of EICC audits
have been surnmarzed in the graphs
shown oppaosite. In addition, non-EICC
customer audits were hekd in 2011 at
ST Ang Mo Kio (Singapors) and 3T
Shenzhen [Ching).

With an average of four magor non-
corformances and four minor non-
conformances per audit, we have baen
able to identity and follow relevant paths
forimpraverment through both local
cotrective action plans and corporate-
level action plans aimed at rinforcing our
cofmpany-wide management systems

(e fois o0 pege 23, The top three major
non-conformances from a combination of
WAPs and customear audits wer on fraely
chosen employmert, food, santation and
housing, and working hours,

For i 1 OF of labor g =
s b our supol chal, see peges B8-EQ

+ Ensure 100% of 5T manufacturing
sites update their EICC Sek-
Assessment Quastionnaire (SAZ)
on an annual basis

+ Ensure 100% of 5T Asian and
Back-end sites are audited every
two years versus the EICC Code
of Gonduct and that the other sites
are proastively engaged in the
EICC approach

+ Ensure that all ST organizations
have a continuous improvement
plan versus ST's Hurnan
Resourses Policy to reinforce their
rnanagemant of secial issuas




; Ad'dreasing latlzor rights
“eand social issues cutside
desreloping countries

Inthe second half of 2011, measures
wars undertaken at ST's sites in faly and
in France to minimeze the impact of the
BCONCIME Grisis on employvess.

In Italy, in order to cope with a reduced
leading of our production fagilitiss in
the last quartar, negotiations were hald
with unions representing 5T emplovess
to find solutions that would avold or
minirmize 'cassa integrazions' (short-
term unemplkeyment subsidized by the

govemment), which has an impact on the -

income of affected employees.

At ST Agrate ([taly), unions agreed to '
the measure of forced' use of remaining "

days of vacation. At 5T Catania (taly),
unichs opted for the measure of 'cassa
integrazione' (with related reduced
income) to maintain ST empkyees right
to their remaining days of vacation.

In France, a 'chomage partiel (short-term
unermplkymant) scherme was agreed with
the government to insrease the legal
sompensated salary from B0% to TEY%
foremplovess during periods in which
production ceased due to the economic
cisis. As part of this agreement,

ST France offered employees the
possibility to participate in training
courses for their professional
developrment during the period of site
clksures, thus benefiting also from an
additional salary compensation. This
activity was highly successful with

2,300 tranees and 47,000 training hours
recordad, acoompaniad by excellent
faadback on the quality of the training
and a satisfaction score of 90%.

All French sites Croles, BWS Grenoble,
Rousset and Tours) adopted this
program in the second half of 2011,

EICC qudit resulfs

W Miner nar-cofomiances
B Makr reorecorfomances

W Fricityroreconfomnss

Focus on updates to
—~policies and procedures

In 2011, 5T launched the process to
update its Hurnan Fesourses Policy,
including hurnan rights, as a first step

in the process of aligning with the

new UM Guiding Principles on Hurnan
Rights and Business. Cur audit activitias
deacribed opposite have also contributed
significanthy to the decision to update
this policy. The new HE Policy will be
rnote detailed and specific on those
labor rights and social issues that are
maost ekvant to the company and its
empkyees. The policy will be finalzed

in 2012 and a cysk of staleholder
engagement will ke launched to further
svaluate the policy's alignment with the
UM Guiding Principles.

As a specific result of the audit
activities in 2010-2011, 5T created
anew procedure or ' specification’

on dormitories to address the non-
aonformances that were identified in
several ST sites in Asia. The new ST
Dormitory Specification is based on
the rast stringent requirsmants of our
customers, on the BICC standard and
on best practice within 5T sites. The
process to develop the specification
was extensive, invohing intervisws

of the Hurnan Resources and Safety
managers involved inthe managemeant
of dormitories and the raview and
comments of HRE departrments at the
concerned sites. The spacification will be
formalized in sarky 2012

W NATIXIS

Leosdislcs Srnicr |

SRIARbyst, MNatixis AM

“Matixis AM offers socially responsible investment (GRD
funds that focus on companies we believe adaquately
addraszs their sustoincbility challenges . Cur internal
rezecrch tecam cssesses Environmentol, Social and
Carporate Govarnance (B33 izsuss in order to identify
sustainable business models for these funds.

“Labowr right cnd social issues” is part of our analysis.
Aninteresting trend we see on thiz mattar is increased
fromsporency by companias, even on confrovarsial
izgues such cs working condiicns in countries with wecls
labowr stondards. We consider that 3T has a high level
of dizclosure and an advonced approach to mitigoate
these risks on its most sensitive sites cnd at its suppliers:
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cudit policy, specific work on dormitories. .. Howesver, for
2T as for other industial companies with monufachring
sites or suppliers in “high risk” countries, there iz sill room
far improvements (cudits, tainings, negofiations.. )
inorder o avoid majpr non-complicnce, egpacially
regar ding worldng howrs, wages and housing.”




Our Products




Customer -

Satisfaction

5T is committed to ensuring it products meest custamer
expectatiore in al respects, including senices, fimely delivery
and appropriate management of quality.

What are ST's strengths
and weaknesses in terms
of customer satisfaction?

ST regularly evaluates customer
satisfaction through different means
such as soor cards, customer mestings
and ST site audits. We have identified
five areas of excellence that contribute
to customer satisfaction; technology
{innawvation, technical suppo, ets.),
busingss [competitiveness, change
managerment, stc.), supply chain idelivery
performancs, flaxibiity, etc.), quality
(fobust products, preventing quality
issues, ete.) and sustainabilty fvision

& stratagy, stakehokder engagerment,
stc) In 2011, 5T launched acustomer
perception suney, collecting more than
1,300 responses that were fed into our
continuous improvernent initistives.
Responses indicated that 24% of our
clignts were satisfied towork with 5T,
cur main strengths being busingss
relations and our product offering.

We icentified two main improverment
cpportunities: our supply chain delivery
petformance and the quality of our
products and processes. Customars
hawe rermarked on the improverments we
hawe made to date in terms of quality,
but we know that continual improvement
must be sustained.

+ hairtain performance
irmprovemeants for Just in Times on
Committed Date and Just in Time
on Requested Date (see graph)

+ Feduce customar complaints per
million units by 5% by Q4 2012
compared with a 201 1 baseling

Everyone involved in enhancing
customer satisfaction

“Duality is not negoiiable”
CED, Caro Bozotti

In 2011, 5T mviswed its quality strategy
and forrmed a crossfunctional quality
organization consisting of quality groups
that are able to network more effectively
actoss the company. The groups have

a single common mission "o prowics
5T's custorners with the highest level of
qualify excelence in our hdustny”. Fabio
Gualandris, Exacutive Vice President,
Product Cuality Excellence, said that "the
major change o this new struciure is that
itz vary cperationa!, clsely lnked fo

the day-by-day actiifies of 5T and cur
cusiomers.”

ST's rew quality strategy engages
everyong at 5T in continuous
improvarmant, aiming towards flawlkess
impkmantation of business processes,
zaro faiures and zero excursions!”, 2012
will be the vear of execution but several
programs have already been launched
during 2011 which have provided
prommising rasults. Excursions were

ohe of 5T's main focus aras in 2011,
reinforzing both proactive and reactive
interventions. We intially analyzed details
of previous excursions and categorized
roct causes, dentifying commonalities
and solutions that would create the long-
termn eradication of excursions. A senior
cross-functional team was then formed
toimplerment effective, systermatic and
permanent solutions, and to becorme the
rain point of contact when an excursion
aacurs, By the end of 2011, the numbser
of exgursions had aleady been redused
by 0%,

lh

During 2011, 5T faced several
unpredictable events that had the
potential to impact our customer
semice; the nuckar disastar in Japan,
floading in Thaiand and Morocoo, and
typhoons in Hong-Keng. Due to the
quality of our business continuity plan,
we ware able to avold any interuption
in our customer services despite these
unpredictable global events. In several
situations we also sucsessfully deploved
our ermergenay logistics services to our
customers and suppliers,

To build rasiliznce to the cyclical nature
of our business, 5T has worked with
Front-end subcontractors to increass
flexibility and rmaintain levels of maponss
to customer dermand, including strategic
parnerships with sslected companies.

Ancther kay objgctive that has

been clossly monitored by ST top
management in 2011 was the
reclustion of cyale tirme at our Front-
end sitgs. Dug to the high complexity
of this manufacturing phase, Front-end
processes aocount for between B0%
and 85% of the total cyck time. In
response to customers’ needs, Cysle-
time Charnpions kd dedicated working
groups fo deliver a reduction of 25% by
the end of the year. 5T is committed to a
furthar 15% reduction in 2012,

1A, sudiden and cnenpected event penermiig abnoall

T




ST quality strategy

In February 2011, Fabio Gualandris
frined 5T as BExecutive Vice Prsident

of the Product Qluality Excellence
crganization. Within one vear, he has
intreduced and put into execution a

new company quality strategy and
readmap to strengthen ST leadership

in this dormain and help us provids our
customers with the highest kvelof quality
excallence in the industry. We have thrae
strategic oblctives for reaching thess
goals:

+We must achieve the lowest kbvels of
cefective parts per milion for sach
industrial domain with the ultimate goal
of zero failures.

+We rmust pravent any impact to our
custormers dug to excursions through
TER-EXCUNSICN Managemant.

+We must flawlessly execute business
processes to prevent problems and
continually improve the way we work,

The ST quality strategy is built on ssven
fundarmental pillars with global targets
and a roadmap for execution.

07 ZO0E Z00D EON0 EA1 ZOER(Rargd)

—Diefivery date in e with custbmer raquest
{Eramine 100 - Discarmber 31, 2007)

Con-tirme delivery to 5T comitrment

0T Z00E EOD Z0W B EOE(Targd)
== Diadivery dute in line with ST com mith ent
(Emsdne 100 - Decambear 21, 2007

[Delight our custormers by prowiding best-in-dass qua lity suppart, communication a nd

LR ma ragement of custamer mquirements.
Tl Engage emplovess in the pursuit of quality excellence by ensuring peopiea e
P empowvered, conneded, competent and dedicated to quality.
Guamntes pmduct qua lity excellence taour custome s for any poduct, fora m
Change managerment  process, inany factory through full visibility 2 nd teoeability ofa ll changes and robust

Iz tand mitigation processss.

Arhieve zem excursions for our customers thougha practive apprea chand active
conta inment and correction of excursons.

technoiogy dewe oprent.

#iehiewe built-in qua ity through iftegrated prevention at every step of product and

Pmwide the quality framework for the company business model through @ metrics-
driven appmach and integrated quality rma nagernent.

(Ontinental =

Guide Boveremenn
Supph Chain
Management
Autormotive (3C MA),

Continental

"The ultirnate goal of the 3CMA s to
mcke Continenta the most reliakde
partner for owr custornests through
optirna fulfillment of their supply
dernands. For that, we need highly
flexible partners with leading-edge
supely chain processes.

For a central logistics function
wiorking with ST, like owur SCMA, it
is highly appreciated to have one
cormpatent contact whe isinvelved
in sevearal logistics programs, e.q.
Legistics Improvernent Program
(LIF). Begides this, 5T offers memy
proactive solutions like its world-
wide-meodal or the ranning of IT
medifications.

5T is alwerys on board at an

early stage with o high level

of engagement to support us

in our goal to drive continuous
improvernent and to recct even
mere rapidly to sudden market
chemges, which have ncreased
frequently over the past few

years. Thanks to open and honest
corrrmunication, many issues are
resolved sucosssfully.”

Customer and Supplier
Process Harmenization,

Consider quality a5 an investment by using an economics appmach that measumes the
walueot guality toour botiom line.

(Ontinenfal =

Christells Turosk
Supplier Sualiy
Monagement Plant
Toulouse, Continental

'n the challenging sermiconductor
merket, quality is daying a key role
within the kusiness conteatd.

Conti's esqoectation is to awveid or it
ary potential custorner rnpact due to
cuatity issuss. A preventive strategy
amd fast regronss are the tweo main
cheractenistios Conti is expeacting
frarn its suplisrs, Stemderdization

of relictzdity quedificetions,
rremutachaing processes and
continuous quality mnprovernent
plans cre the basis for preventive
processes while ropnid cmd preciss
corrrnrication via cormnprehensive
20 rethodelogy ensures o fast
responss,

Whett wee particulonly aprecicte
with 5T is the opjporbunity o sst a
corrrnon ouality strotegy. Thembes to
ST procuct portfolio, strong technical
krwiw-howw cnued worldhwide supgoort,
we are abble to develop and deploy
new solutions thet mest high-cuality
ket dernemd

Sevaral jeint Conti /5T cuality
ErogranTes are in place with clecr
clectives and targets. We work well
with 3T thanks to cormmrmunicertion
flowes estaddlished both at regiona
lewvel, vic 3Tslocal guality contacts
and at momagerment level. Although
the medn drivers cre located

within the @udlity Deportrnent.
deployment cmd execntion nvolves
the whole of 3T."




5T is committed to ensunng compliance with legislation and
alignment with custormer requirerneants relating to corflict

rminerals, avdding procurement of 371G metals (tamtalurm, tin,
tungsten and gold) that are directly o indirectly associated with
serious human rights vidations o environmental damage in the
Damocratic Republic of Congo and its nelghboning countries,

Why is the conflict minerals issue
key for ST?

In the Demactatis Republic of Congo
DRC) and reighkoring countries,
tantalurn, tin, tungsten and gokd
{collectively called 3TG) ars often
produced by artizans and small-scals
miners. The mines and their associated
tradling routes are frequently controlled
by illegal local military forces™ . Mining
revenuas are a mapr sourse of funding
for armed groups who ae responsible
for violence and other serious hurnan
tights abuses in the region, as well

as environmantal issues such as
deforestation®.

Onduby 21, 2010, the US Prsident
signed into law the Dodd-Frank Act,
drafted by the Sscurities and Exchangs
Comrmizsion (SEZ), which requires
manufacturers of skctronics devicas

to uncertake due diigence on their
TG supply chains, to publicly discloss
their conflist minetals policy and to
enforse conflict-free measures in their
procuremant processes.

The ekctronic industry is one of the

mast impasted by this issue because

of the need for 3TG matals in electronic
components®. 5T products contain
mary rmetals, including TG, Since 2007,
ST has ked actions to pravent conflict
minerals ertering its supply chain and
has significartly inceased its efforts over
racent years to obtain a mors complats
and reliable rmap of our minerals supply
chain, tracing it back to the mine of origin.

An industry-wide approach

ST began to address the conflict minerals
issue in 2007 by requiring its tantalum
suppliers to confirm they ware not
providing metals from conflict arsas.
Since then we have participated in the
Ekctionic Industry Citzenship Coalition
(EISC) and Global e-Sustainability
Initistive [GeS0) programs and ars

now uiting all our suppliers and
subcontractors to provide evidence
that they are not soursing 3TG metals
that contribute to the funding of armed
groups.

Since 2002, EICC Ge5l has been
warking jointly to develop a commaon
approach for a conflict-free mineral
supply chain within the electronic
industry. In 2010, BICC-Ge 3l launchad
its Corflict-Frae Srmeter (T F3) Prograrm,
inconformanse with the OECD Due
Diligence Guidance for Besponsible
Supply Chains of Minerals from Conflict-
Affected and High-Risk Aras. The
program consists of the independent
validation of the effactivenass of supply
chain due diigensce programs and
processas through third party audits

of sreltars and refiners. Through this
program, BICC-Gesl also provides
guidance to smelters to support in-region
soursing schemes that enable kegitimate
and safe trade from DRC .

In Juby 2011, EISC-GeSl issued a Dueg
Diligence reporting termplate, in line
with the US Securitiss and Exchange
Cormrmission requirements, to create a
single reporting format that wil enable

ekctronics companies to consolidate
tha anaksis and raporting of data
throughout the sector's supply shain
and bevond. As aresult, 3T was ablke
to improve the wisibilty of its minzrals
supph chainin 2011 by deploving the
Due Diligence termplats to all its materials
suppliers, replasing the pravioushy-used
ranual tracking process. We have also
required our subcontrastors todeploy
tha template for their own downstream
suppliers.

Completing this templats is now
mardatory for our suppliers and
subcontractors and is part of their annual
evaluation, the maximum appraisal
score being given when they provide full
traceakbility back to the mine of origin.
Arcund 170termplates have so far baen
colected and aggregated.

Due to the complexity of our supphy
chain, a single feedback can contain
information originating from as many as
eight separats tiers of the supply chain.

With this complets view of our supply
chain, wa ar now able to validate avery
smekar's name and identity against

the EICC-GeS list. Carrving out &
reasonsbk kvel of inquiry that delivers
accurate information is complex dug

to the nurmber of companies invohed.
The ultimate objective is to engage all
smekars in the CFS program and we
contribute tothis goal by encouraging
our smelers to participate, contasting
tham both dirsctly and through our first-
tier supplisrs. By the end of 2011, the
CFS program had focused on tantalum
smehters with 11 smeters certified.




ST identified six tantalurn smelters in its
materials supply chain, and four have
alreadly passed the CFS certification.

Like ST, mary of our customers are

alzo listed on the MNew York Stock
Exchangg and thersfore fall within the
Dodd Franck-Act. As a consequence,
customear requirements received by ST
relating to conflict minerals quadruplked
in 2011. Thistopic now represents
almost half of cur customers' social and
ethical requiramants. There was also
increased customar focus on our supply
chain coverage and data reliability. Cur
customar satisfaction levels in this area
have been very good, and we have
benefited from working closehy with some
custormers to conduct mos in-depth
analyses,

ST remains wel-informed on conflict
mingtals through its mermbership of the

Mineral sourcing in ST's supply Chain

EICC and participation in its working
groups. In September 2011, we attended
the GeSl-EICT workshop in Brussals
ard participated in a dislogue that

includad stakeholdars from civil sociaty + Define and dleploy systems ancl
companies at avery leval of the supply processes to provide trustworthy
chain and govermment institutions. These evidanca that our products are
meetings are vital to maintain a global conflist-free. In 2012 we wilk
perspective of the issue; they also offer - Maintain the EICC-GeS| Due
cpportunitiss to share experience, creste Diligence TOO| upd_ate for 100% of
cohnections with the different participants our material supplers, Frent-end
and continue collective industry progress, and Back-and subaontrastors
Through cur membatship in the EICC, - engage all the smelters identified
we are also supporting the TR s Tin inour supply chain to join the
Supphy Chain Initiative (TSCH), aimed at EICC-Ge Sl Conflist-Free Srelter
developing the responsibl supply of tin Program

from DRC and adjsining countries.
USRS 2008 Mt earbod: - The Mierl oty of
Congo

2 Cordlict Mhemk zndthe B0 Gell appoach, M 2011

A Unied Matons repart on the Democratt Repubdc of the
n Deceennber 2011

A ntematbna T Research hatiue

Adapted from EICC-Sell Extractive Wokk Soup
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open and collaborative sionce of 3T concarning

aupply chain investigotions and tansporency .

= Wa encourage 2T to continue this importont affort

o take the next steps in engagir_lg all identifiad

SETLSPR ameltars in the EICC-Z23] Conflict Free Smelter
4
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ELECTROHIC
PRODUCTS:

ELECTROMC PRODUCTS
PURCHASING

PHILIPS

Joor Willemn Schefjorand
Benior Director Envilonment, Health & Safety,
Philips Corporate Sustainabiity Office

“Fhilips iz concerned about the sitication in
Eqstern Congo, and belisves that cn industry-
wide cpprocach is crucial to effectvely addrass
the conflict mineral Bsue. We need owr suppliars’
cooperaton to avold that minerals thot directly or
indirectly finonce the Congolese conflict entar our
aupply chain. Philps welcomes the norecsingly

progroom

FHNAL PRODUCTS
201




Eco-design

5T is committed to designing its products systarmatically,
taking into carsideration the emrvronmentdl impact of the
device durng its whde life cycle, including raw materials,

frareportation, manufactuning, wsage, end of life

Why is eco-design key for ST?

As the developrmeant of electionic goods
continues to increase, it is imparative

to understand the incraasingly stringent
environment, health and safety product
raquirernents along with opportunities for
sustainable production and consurmption.

Since 1993 and the first stages of its
environmental strategy, 5T has been

fully committed to reducing any negative
effects of its activites and its products
oh humans and the planst as a wholk
Innewvation is a key element in sco-design
and ST isimplkmearting an eco-design
strategy based on a life-cyck approach
that will better-inform customers of the
environmental footprint of its products.

ST’s approach to Life Cycle
Assessment and eco-design

In 2010, 5T published the fourth
version of ts EHS Decalogue with a
target to achieve sco-dasign of 100%
of its new products by 2015, Life
Cycle Assessment (LTA) is away of
highlighting opportunitias forecolgical
improvarmnents in product design. Since
2008, 5T has cevelboped a bespole
mathodology and carried out LCA on a
tange of products in accordance with

150 14040 and 150 14044, In 2011, we
continued to make good progresses on
our path o successfully integrate this
approach within the companmy

Perforring full LS A on a semiconductor
devics is a lengthy process dus tothe
complexity of processes, matarials and
final applications. Based on complete
LCA studies perormed through the wears
at ST, we have developed a simplified
LCA methodology that provides a

clkar product foctprint within a shorter
timefrarmne, enabling us to assess the
rmain environmental impacts of 100% of
ST's internally-rnanufacturad products.

Cur eco-design roadmap cutlines key
miestones to reach our 2015 objactive.
We launched three working groups

on the integration of environmental
parameters in technolkegy and product
design. As a result, three eco-design
tools, using LOA, are being developed to
irtegrate envircnmental criteria into each
stage of chip design. The first cutput is
acirsuit design tool developed by ST
Casteletto Bessarch and Developmant
{Ttahk) that cormpares dasign options for
ekctrical cirzuitry and highlights greener
aptions. 5T Front-end tachnology
ideveloped in Rousset - France) and
Back-end package teols (developad in
Grencble - France) will enable designers

to kentify the main contributions to
impacts, minimize the environmental
impacts of both tachnologies and
packages and compar the evolutions
betwaen product generations. 5T
Crolles (France) has been abk to map
tha 45 nanometer tachnology through
an in-depth study of chermical flows
and is currently working on a model
to eco-design the next genaration of
technologias

A rasponsible productworking group

i locking into a comrmunisation plan
dedicated to eco-dasignad products,
including the creation of eco-profiles and
labels.

We ar also working on remaving
polluting and hazardous substances
from our products vis our BDOPAC K2
program which was launched in 2000,
based on 5Ts hazardous substances
list. From 2012, our systems wil traghk:
products eligible for ECOPACK®Z and
align packing materials with ECORACK®
levals.

1 Far mom Wfomation, see regponshie prodits peges
52-33

+ Ensure 100% of new ST products
are eco-dasigned by 2015 through
deployrment of :

- eco-cesign strategy
- hew eco-design tools
- product eco-labeling

+ ECOPACK®2

- 90% of new packages
impkemented in ECOPACER2 by the
end of 2012

- 80% of produsts in ECOPACKE2
in financial value by the end of 2012

+ Start tracking produsts eligibe for
ECOPACKEZ (hakgen-free and no
RaoHS exernption) in 2012

+ Start alignment of ST packing
materials to ECOPACK® evals 2 and
Fin 2012




Foc.:us on 5T partnerships

s with academic institutions

ST is convincad that its strategic
resgarch partnerships are contributing
to its overall perormance through the
blending of different experiences and
visions. This combines day-to-day
inclustry practics, petormance targets
and theoretical studies with a kong-tarm
vision that is built through collaboration
across several industries. Dug toits
very technical and inncwvative naturs,
eco-design in particular benafits from
such partnerships, which inject the
competencies and experences neaded
to develop LOA and other complex
tachnical aspects of eco-dasign.

Since 2009, the Fessarch and
Developmant departrments of 5T Rousset
and Crolles (France) are working with two
PhD students from Granoble University,
Thisis in partnership with the Grenoble
laboratory G-300P specialzed in design
issuss in industrisl enginseting. Through
thair meticulous work, they develboped
our eco-dasign methodology and
strategy for products and processes. The

Bodks Eilken

DS represent otive
Irfineon Technol ogies
AG [Fernany]

Crolles thesis is sttached to the Mano
2012 Program, a strategic approach
toincreass semiconductor innovation,
including environmertal aspacts.
Following on from this success, several
engingaring students from the Politecnico
i Milano fitaby) are also engaged in LCA.
In 2011, two of them have worked to
validate the methodology in improving
the cverall data quality and have also
helpad to develop the eco-design

tools. Furtharmere, ST Tours (France) is
working with the Uniersity of Tours and
Orleans, the Mational Center for Scientific
Feszarch (CMNES) and the Atomic and
Aternative Energy Cornmissionarship
CEA) for several years through a
Scientific Interest Group called CERTeM
Plus Micreskectronis technokgy resesarch
and study center) to davelop new eco-
design technologies.

Through this collaborative approach, ST
aims to buik long-term partrerships and
contribute o research at a global level

Gicwremird Diotelli
Azsociote Professor
of Metericls Science.
Poltecnico di Milano

(et

"The need to re-think products to
reduce their envircnrmental bardsn
is spreading very rapidly, fuelled
by cm incredse in environmental
staternents that assess the
"gresnness” of almest everything.
Life Cycle Ancdysis is one of the
rnost rokust worys to answeer
stakeholders requests for more
cormprehensive envirorrmentcl
evaluctions of products and
rmatericls.

Themiks to its collazoration with
3T, the Politecnico di Milano has
kroadened its experiencs in the
specific fisld of ssrniconducter
remufacturing and its associated
cutting edge technelogies. 5T has
also offered unique nternship
opportunities for Politecnico
students who have been able

to undertake thesis projects in
collaboration with highly qualified
5T personnel.”

The Die Attach & (DAL Consortiurm wos formed in 2009 by several semiconductor industry leaders: Bosch
(serniconductor division), Fresscale, Infinecn Technologies A, MEP cand 5T, The ohjective of the Consortium
is to identify sustcinalzle, enduring, standoardized, reliable and dependable lead-free solders for attaching die
to packages during monutacturing. The DAS consortivrm airmes to reduce the qualification time nesded by its
custamers and provide lead-free and envirenmentaly-friendly alterncatives through:

+joint developpment camong semiconductor monutacturers to develop lead-free die attach technology

+joint work programs between DAS mernbers and their matericd suppliers
+ encowraging suppliers to develop and offer innovative solutions

The colladbsoration combines the technical expertise and experience of the five leading semiconductor companies
with their roain material supplisrs to demenstrate to the Burepenn Cormmission and the consulting Oko Institute
that the industry is cormmitted to an ecoly solution.”
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Responsible
Products

Advances in semiconductor tfechnaogy offer exciting
oppatunities to address global sustainability issuss with

inncvative products that respond to environmenital and safety
challenges, as wall cs the ageing population and micre
affordable and accessible healthcare,

What are ‘responsible products’?

We use the term 'responsibe products’
to refer to the design, development, sake
and markating of 5T products that:

+ Reduce enargy consumption and
enable sustomer applications to reduce
thair energy consurmption andfr are
intended to provide naw snvironmental
solutions (g.g. smart grid, start/stop
systermns, convarters to manage sokr
cells and wind turbines, ete.);

+ A intended to provids new social
solutions and improve end-user quality
of life 9. all health-relatad products,
satety applications, environmental
and social solutions for developing
countries etc.).

In T, we have known for vears that we
hawe numerous products that fit this
description but wa didn't previously have
a clear systern to dentify and classify
thern. Prompted by inestors' quastions
rzlating to the percentage of products
with enargy-saving charactaristics and
their associated revenuss, our aim

oh this subjgct is to translate the real
socistal value of thase products into
fazts and figures that clearly demonstrate
the contribution of our products to key
socistal chalenges.

ST’s STAR Responsible Products
Program

The STAR program is just one element
of 5T's averall approash to product
stewardship, which includes complisnce
with legislation (2.9 5T's EDOPACKE label)
and eco-design strategies to reduce the
environmeantal impact of the technolkgy
used in production, measured in terms
of the product's environmental foctprint
actoss the whok of ts life cycle.

e on pages 2029

Launchad in 2011, the STAR program
=gt out to chart new territory in ST,
explating the boundaries of eco-design
and pushing thern further in some
respects. The goal of the program, within
the context of ST's new Sustainability
strategy and the key issue of
'‘Fesponsible Products', is to classify &ll
new products into relevant environmental
and social categores and give a 1, 2 or
3 STAR rating according to the level of
innovation of the product in quastion.

Atask force was formad including
representatives from all ST Product
Giroups to defing the approach and
formalize it in relevant compary
processas (such as the Product
Dieveloprment Process) and [T systems.
The focus in 2011 was to clarify the
conceptual pramise of the approach
within the context of existing programs.
What characterzas the STAR program,
as the taskforce dafined it, is its sttarmpt
to classify responsibl characteristics of
the product the 5T chip) in use in S5T's
customers' final applications. The ruke the
task forse used to define the categories
is: if the design functionalities of the chip
enable an application or result that is
evidently 'responsible’ (e, bringing clkar

social or environmental benefits) then it is
eligible for a STAR rating.

In 2012, the task force will perorm an
initial classification of all ligible new
products for the wear 2012 and fine-tune
the classification criteria and rules for
assigning a STAR rating. They will then
be abk toformalize their 2012 targst

for the petsantage of new products

that have a STAR rating and review the
associsted parcentage of saks for thoss
products each quarter. 2012 will ke our
baszling and will enable us to measure
any increass in dermandfrevenuas for this
category of product.

The ultimate goal is value creation for
ST and bensfits for scciety at largs in
ling with our Sustainability strategy and
ST's overall strategy of «ife augrmentads.
In paralkel, afocus on the formal
communication processes and activities
that accompany the STAR program wil
ansurg that custometrs, investors and
emplyess (and stakeholders in genaral)
understand the value craated and banefit
from it accordingy.

+In 2012, track the percentage
of 'responsible produsts’ in ST's
overall Produst Portfolio and
associated revenues following
STAR environmental and social
criteria) for the wear

+ Prepare a complete
comrmunisations plan for
responsible products in 2012




Foc.:us on 5TAR responsible

e preduct categories

The task force working on STAR
Rasponsible Products created two
macto categoties for the classification

of products with clear social and
environmeantal benefits: energy-

saving products and social products,
which includes those products with
envircnmental benefits not related to
enatgy-saving. For sach of thess two
macto categories thers is a star rating
from 110 3 The STAR rating for social
produsts focuses on the innovation of an
ST chip enabling a final application that
is owned by an 5T customer) versus the
offering of the market. For energy-saving
products, the STAR rating cormbings an
evaluation of ST technology versusthe
market offering and varsus the previous
cenaration of the product in question.

Social Products

Health, Madical & Fithess

Examples of products that fall into this
categony:

+ the Nanopurnp, which is a
brealkthrough concapt that allows a tiny
pump to be mounted on a disposablke
skin patch to provide continuous insulin
infusicn for diabetes treatrment, using
our misrofluidic MEMS Micro-Electra-
Mechanical Systarn) technokgy,

+ 2 "smart" contact kBns that usss atiny
embedded strain gauge to monitor
the curature of the eve over a pericd,
typically 24 hours, providing valuable
disease managerment data that is not
currently cbtainabk using conventional
aphthalmic equipment. This solution
enabks batter management of
dlaucoma patients via earlier disgnosis
and treatrmant that is optimally tailored
to the individual patignt.

Enemgy Saving Products

ST chips contribute to energy savings
in two fundarnental ways, which

are often connectad: 1) the 5T chip
tself saves energy compared to the
pravious genaration and 2)the design
functionalities of the ST chip enabl a
significant energy saving within the final
application fowned by the ST custormer).
In sorme cases, it is the enargy saving
of the T chip itself that permits an
energy saving in the final application.
Cur data-gathering sats out to capture
the energy-saving characteristics of
both categorias so that we will be ablke
to measure the growth in demand for
these products and associated revenues
separately, but as part of the same
bigger picture. Enargy saving products
include products for smart grids which
comprise interconnacted equiprnent

such as appliancas, energy meaters and
infrastructure monitors, These products
are conceived to reduce peak kbads,
improve network stability, encourage
kewer consumption and better manage
awidker varety of renewable enargy
sources such as wind and solar. Cur
power Sonversion devices - another
category of enargy saving products -
celiver a dramatis reduction of energy
aconsumnption in homes and other
buildings, enabling appliances that are
less power hungry ot lighting systems
that exploit the most up-to-date
technologies to deliver optimurm lighting
conditions with the lowest possible
enatgy 8.9, chips for driving high-
efficiency LED for lighting applizations,
which save as much as 40%, compared
to okder technologies).

Sustainable Bxcelence Manager, IMS Systems
Lab & Technical Marketing, Catania (taked

Ramends Rormisi

*Resporsihble products cre an integral elemeant of

o approcch to sustoingble desvelopmeant: they cre
odvemeced devices with o high degree of innowvation
which moy have a posiive impact on the envircnment

nd on pecplas ives”

Social Products Associated STAR rating

1 STAR: Incerental improve et
BB previous generation (at
lzast in ling with standard markst
offering

2 STARS: significant irnprovernent
eI pravious generation{abowe
standard market offering

3 STARS: drarratiz improverment vs
prEvioLE gensration OR providing a
solution for ensrgy saving that does
ret vet axist on the rmarket

* HealthMedical/Fitness
Ernbedded inapplications
dedicated to physicalwell-being

+ Safety/Security:
Contributes to transportation’
car safety or safety ingeneral,
of to peraonal security

1 STAR: incrarmental changes
toa solution aleady onthe
rmarket

2 STARS: not just improve an
exiting solution, add to # in
W WEYS

3 STARS: solves a problem
for which ther B not et a
solution on the markst

+ Energy saving
ofthe ST chip itseff

+ Energy saving

) of the application thanks
+ Social (general) to the ST chip
Products supporting ageing
population, disabilities; to
impreve quality of lite in
developing countries et




Intellectual Property

& Innovation

It is acknowledged that inncvation in micre-alectronics has the
potential to offer pecple bettar, longer and mare enjayable
lives through techndogy develcorment inimportant areas such
as enagy efficiency, hedlthcare and the management of

SCArCe resolrces.

Innovation’s contribution
to business and society

The sermiconductor industry isa key
enabler for the ekctronics industry
which craates growth in information
technokgies plus awide rangs of
manufasturing and service industries. It
providas improved solutions for existing
applications and also enables new
applications and markets to develop.

A significant proportion of the goods
and services that will be availablz in the
markat in 10 years time have not wet
besn developed oreven conceied, but
microgkctronics is bound o be a key
enabling technology underlying most
of them. Major progress is antisipated
in figkds such as communications,
heatthcars, energy consarvation,

digital content and entertainment,
transportation and security. Digital
multirmedia convergence, sensing and
power managermeant are segments of
microgkctronics that are likely to have
the deepest impact on the future of our
socisty.

Muttimedia corvergence and Sense

& Powsar applications are central to
5T's vision, which drives product and
technokgy developrmant. Examples
inclucke advanced audiofvidec
processing, multi-comre achitactures,
lowy power technology, radio frequenay,
micro-glctro-mechanical systems
MEMZ) andd 20 integration.

As the complexity of our products grows
and their econormis lifespan shortens, it
becomes essential for 5T to continuoushy
aszess how best to allocate its meoures
actoss ever increasing demands for
reszarch and developrmant. The potential
benefits of tapping into the rapidly
ermerging market for semiconductor

technokgy, intellectual property or
reacdy-rade circuitry nesds to be
carefully balanced against the risks e.g.
dependency and product diffsrentiation
capability. Conversely, business
aopportunities may ariss from the licensing
of certain intellectual property o know-
how to partners or 3rd parties.

Innewation is the critical link that convers
aur portfolic of IP and inventions, into
products and ultimately into business
apportunities.

This process is underpinnad by rigorous
IP portfolio management, which protects
ST's interasts.

ST'S APPROACH TO INNOVATION

3T's approach to innovation focuses
on three key areas:

+ RAD investrment: we devote an
average of cver 20% of our nat
ravenues to RAD. In an industry whers
the speed of bringing new technology
to market is ritical, t is important that
ST maintaing momenturn. An acdvanced
Systern On Chip (500) sush as an
application processor or a multimadia
consumer device can typically contain
aver 1 billion transistors and millions
of lines of embedded software. The
aggregate effort neadad to bring sush
products to market is the squivaknt of
hundrdsof man-years. A similar scak
of input is required to develop a stata-
cf-the-art technology platform for smart
power devices or MEMS.

+ Intellectual Property sourcing and
research alliances: to complment
internal R&D, 5T also sources
technokgy, IPsand IP blocks from
strategic partners, customars and third
parties. This process stats with top-

level technaology inteligence and the
identification of future business needs.
We then evaluate the maost efficient way
to acquire the 1P One model involvas
the acquisition of IP through lizensing
transactions with a worldwide network:
of partners.

Alternatively it may esult from produst
devaloprnent with key customers,
tachnokgy development with other
sermiconductor manufacturars

and aliances on Blestronic Dasign
Automation tool developmant

with mager suppliers. Aliances are
supported by ressarch programs
conducted with leading institutions
which contribute to several of
Europe's advanced technology
resgarch programs such as

CATREME (Cluster for Application

and Technology Fesearch in Europes
oh MancEkctronics, a successor to
MEDEA+), and industry intiatives such
as EMIAC Europsan Nano-slectronics
Initistive Advisory Council).

+Increase creativity:
MNurnber of patents for fundarnental
inncvations filed per year

+Increase efficiency of product
development:
- Average age of developrent
propcts
- Proportion of projects younger
than 1 year

+Increase RAD partnerships:
% of R&D spending incurred
wia partnarships or external IP
soursing




+ Intellectual Property portfolio
management: the thousands of
patentable ideas that msult every
wear from the ressarch activities
above are carefully protectad against
unauthorzed thiid party use or
infringement. ST's portfclio represents
approximately 17000 patents™ and
pending patent applications. These
assets, inturn, are used to develop
further partnerships and alliances,
of aktamatively are incorporatad into
lizansing programs.

+

Intellactual Property training:

ST uses intellectual property to protect
and support everghing we do. All

ST empkoyess have responsibility

to protact our intangiblke assets,
including their strategic and economic
importance plus legal aspects. This
covers the tools and processes that
ST'sIP and Lisensing Departrmant has
put in place to help create a workd-
Glass patent portfolio.

Ermployves P training is delivarad by the
IP & Lizensing Department in coopatation
with Corporate Learning.

The IP & Licensing Departrment also
invites several key reprasentatives of ST's
divisions for a full day of training, covering
tha majer phases of 5T's patent lfe cvcle.

COMBINING HIGHLY COMPLEX
TEGCHNOLOGY WITH THE MOST
INNOVATIVE MULTIMEDIA
FEATURES

In 2011, 5T urveiled details of Orby,

its forthcorning high-parormance
broadband set4op box systerm-on-chip
Integrated Cinsult (1G] for extracrdinarny
home entertainment that wil deliver
market-leading enargy efficenay

high petormance as well as best-
in-class sacurity faatures, akongwith
support for awids variesty of open-source
environmants.

The chip's supatior processing powsar
will suppont value-added services such
as state-of-the-an gaming, Cwer The
Top 2TT) video playback via 3rd-parties

Jecnbore Chery,

Executive Vice President, Chief Manufocturing

& Technology Officer

“BErilicmt comparies invent
and protect their inventons,
auccasshul compomiss innovicte
cnd leverage their own and
their parnars’ inventons to
cracte product that make o
difference. . ”

avatthe Internat, the new generation
of application stores and secure
High-Definition streaming to tablkets,
smartphonss, PCs and TWs throughout
the home.

This isthe first 5T IC in the 32/28
nanarmater technokgy family and,

with aver 1 billion transistors, is among
the most cormplex conceived to date.
On developing the chip, 5T has
rasponded to end users' damands for
a fully-connected home.

GREENNET: A SMART WIRELESS
SENSOR NETWORK

5T's Busingas Innovation Process

has given bith to a highly inncwative
projact from Grenoble (Francs), narmead
GraanMet. GreenMet is a natworl

of wirgless sensors that can datect
erwironmeantal parametars such as
ternpetature, movemant, ssif-rmotion,

presence of polutants in the atmosphere

eta. It is able to respond to sensory
information by enabling an embedded
awitch which acts on the surrcunding
systemns, e.g. by switching on a light,

closing a gate, etc. Ministurization of

the device results in a stamp-seed
product. A photovoltaic oell delivers
enargy to each network nods, where it is
stored in an embedded battery, allowing
continucus operation. The application
has the potential for uss in a vast array
of innovative applications and multipls
dornains, such as industrial applications,
home autormation and personal
assistance. It helpsto uss enargy mores
efficiently and wil increase consurmer
safety though better monitoring of the
environmeant, 2.9 monitoring of arbon
menoxids.

The data from GireenMat can be
transmitted to a mobile device such as
asmartphong of tabkt to enablk remote
menitoring and control

(s 5T
Erizzzmn]
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Water

Management

5T is committed to reducing water use and ensuring high
standards of effluent and waste water freatrment. Ve are also
camnmitted toidertifving and managing water-raelated risks
and cppatuniies, including impacts on local communities.

Why is water management key
for §T?

Clirmate changs is the major factor
impacting world water resourses, with
direct effects on ecosystems, peopk
and businesses™. 22% of the world's
fiesh water is used for industrnd”,

making water management a priotity
issue for responsible companies. The
semiconductor industry has an obligation
1o respond wia:

watsr governance and regulatory
compliance

the developrment of inncwvative inttistives
to diminish water dependency and
ensure busingss and supply chain
continuity

the rnitigation of acherse impactson
watsr supply and cormmunities

The sustainable managemeant of

this essential resource is of oritical
importance for ST and its stakehokders.
Cur water foctprint has baen reduced
by 73% since 1994 through continuous
improvament programs undertaken at
all our ranufacturing stes. 5T is now
taking a more comprehensive approach
to water management, covaring both
our workd-wide sites and their related
communities.

ST management of water

Water management at operations
The serniconductor industry requirs
watar with 2 very high level of purity
for sensitive manufacturing processes,
especialy at our Front-end sites. 5T
icentified water consenation asa key

issue for sustainabl growth in the first
release of its Environment Health and
Safety Decalogus in 1985 and developed
a strategy covering &l stages of
operations. Since then we have achisved
our yearly rduction target of 5% for
watar draw-cown, in cubic meters per
production unit

ST's consarvation stratagy is based on
the 2R matto 'Feduce, Reuss, Fecyck'
Water conseration features in the design
of our fazilities, and manufacturing
processas are constantly upgraded to
rneet cur more stringent water reduction
targets. Bach site measures and
assesses its patterns of water usage

to ko which amas of the production
process to focus on. We have developed
innovative measures to further save
watar, and oparating procedures are
consaquently reviewsd to be aligned with
the best equiprnent and processes. In
2011, 5T reaycled 405% of its water,
re-using it for different purposes such

as sorubbers, cooling towers o civil use
such as lawn wataring.

Waste water istreated in dedicated
treatment plants, either located on-
site o developed in collaboration with
local authorties to remaove polluting
substances such as fluorids, which
cannct be treated by muricipal plants.
Cince it has obtained a suffisient level
of purity, and when any risk of pollution
iselirminatad, t is discharged into the
natural enviksnrment.

Assessing impacts on resources and
communities

ST s conscious that it has a significant
impact on water esources. To oversee the
related risks and harmonize ST's practices,
we have started to meonitor this aspect

centrally and hane implemerted guidelines
to review the quality, avallability and
selection of the water sources we use.

To assess and rmap the watar risks
related to our opatations, 5T conducted
a pikot evaluation using the Global Water
Tl of the Werd Busingss Coundil for
Sustainable Development. W firsthy
anabved whether 5T stes were bcated
in water-scare arsas, and how this might
impact 5T activities and communities in
the futura. In 2012, 5T will perform adsep
water risk assessrnent with Cuartis at al
rnanufacturing sites and will evaluate its
awerall water foctprin fiom operations,
supph-chain and the lfetime of product
LS8,

ST has ahistorical engagement with its
surcurding cormrmunitiss. Cur stes have
ahways worked with kocal stakehokders to
recuce water extraction and consumption,
and ensure avisble deveboprent of all
actors of the amas. In 2011, 5T Agrate
received the Electronics Day Award for

its responsible approach to redusing the
aonsurmption of the desp water aquiter,
thus rinimizing its impacts oh communities
inthe Agrate basin®,

1 S Lo Wt Waier desessment Prograon (WARD
5 See artizk on Water managemant & ST Agrre, paged] of
ST Sustanabily repert 2010

+ Reduce water draw-down [cubic
rneters per predustion unit) by
5% per year

+ Achisve an overall Comparny
reayaling rate of 459 by 2015

+ Condust a water risk and
apportunity assessment for each
rnanufacturing site by 2012




In March 2011, a naw local ragulation
raquirad ST Tours™ to limit its water
consurnption and to subrmit a report of
the site water use by Octobar 2011,
Tours decided to seize this opportunity
to undertake an in-depth analysis to
aptimizs its watar consumption.

With the help of a specialized consulting
agency, and suppotted by Franch
govarnmental organzations, agroup

of ST experts from partisipating
manufasturing departments began the
stucly in April. It evaluated the current
technicues used by the Tours site against
the 33 technical guicklines of the EU
Commission, referred to as Best Avallable
Techniques Reference. Daily flow-meter
readings actoss multiple areas provided
a precise and complete inventory of ST
Tours' water consumption and helped
ientify areas for further improvemant
and optimization.

Following on from this analysis,

in Mowvernber 2011 thres working
groups started to optimize the water
consurmption of equipment during both
active and stand-by modes and also
koled at ways of incrasing the use of
recycled water.

Initial resuts showed a significant
dectease of Bm? of utra-pure water per
hour. These best practices will be shared
with other 5T sites and we hope some
will be recognized for their innovative
aspacts and adopted by the French
Ministry of Environrment.

In Makta, as is the case on many islands,
water is a scarce natural resource. To
abtain freshwater, the country needs to
desalinate incraasingly more ssawater to
sustain the rising demand, while quality
of groundwater is worsening dus to
intensie agricultural usage. This impacts
watar supply and results in an elevated
price. Fully aware of this issus, Matess
peopk form elaborate plans to use water
responsibly and not waste i,

ST Kitkop, as one of the largest
industries of the country, traats the water
situation very seriously, Facing thess
geographical and economical issues,

ST Malta has developad an ambitious
program to improve the efficiency of
water managerment, including bath
cohsurmption and recycling, Two

@

Inciust gl Program Manager, Water Agency,
Brittany-Loire region (France)
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Hekirn Todels

“The Water Agency, port of the French Ministry of
Environment, has adopted a renewed cind ambitious
wittar monagameant stategy, sipuloting thot two thirds of
witter resorces must regoin o good aenvironmentol quality
by 2015, Industries cre required o take all necessary
prevantve measures toreduce thelr water withdroowcl,
congumpion, and emissions . Cplimum water management
oo be achissred if all locdal por ticipants municipaliies,
companies, iIndividuals) collaborate cnd cre part of the
decision-making process. Tecoms at 3T Tows cre engaged
cnd committed to making environmental improvements,
as demonstated by the innovative study they conductad
in 2011 cn the site water consumption and usage, with the
fincmcial suppert of the Water Agency

Consurnption of watker

{per unit of produc fion:

Faecycled and reused total watar

rormdiEd wilues £ BYS 7 @2 JEMIOYS @ 22
™
“
w
™
o =10
w
0 Totalwaker
i wsed {1 poor) 29567 | 27791 | 25622 | 2RRe [ HA1E
i ‘iater recycling
TeSEERIasiATEANAEE (MR = | = | =n | o 8
EEL S ey

Total water dischange e

‘itater dischange (1,000n7) 17004 | 14031 | 12857 | 14000 | 12,650
Teated i ST waste water freatment plant (%) 54 76 7% 7 74
Teated i edemalwaste watr treatment plnt” (%) =] i1 43 a7 55

* Pt of this weater bas dready been reated b STswask water tmatment plnt, reanhg that 100% of watkr discharge
& eiher reated ntemall; axtemally o both

rnisrcittration rmedules have been

Since 1997, 5T Kirkop has redused

installed along with a kinstic plant to fiter
waste watar from wafer and package
tefining operations

Water then undergoss further purification,
with removal of metals and neutralization
of acidity, Bverse osmosisto excluds
irmpurities, and finally ion-exchangs to
achizve debonized water quality for reuse
in tactory oparations.

its water consurmnption per produstion
unit by 87% and attained a notable
water recycling rate of 7E%. The water
consgrvation program saves water
equivakent to the domastic average use
of 5,000 people, around 1.3% of Maka's
population.

F Crcfer from the Frnch Prefeciune o ihoe et Loie
aifMarch 1, 2011




Why is energy management key
for §T?

In 2008, the EL adoptad an integratad
climate change policy including targets
1o redluce energy consurmnption by 20%,
and to supply 20% of energy demand
frorn rengwable sources by 202000, Since
the 1920s, ST has besn working to
mitigate s indirect Greenhouse Gases
{EHG) emissions under scope 2 of the
GHG Protocol. These intiatives have
alrzachy halved our energy consumption
per production unit, and work is
ongeing to make further improvements
in manufacturing efficiency. 5T is now
broadening ts scope by adopting a

tull Total Cost of Cwnership (TS0
approach in its facities and energy
purchasing processes, which includes
the procurment of renewabls energy.

ST's approach to energy
purchase, consumption
and conservation

Sourcing stratecy

ST's rain sourse of energy is skatricty
with onby relatively b quartities of fusl
and natural gas needed for air heating,
abatemnent devices and general facilities.
5T both generates and purchases green
ekctricity. Cur global ensrgy sourcing
departrnent monitors and anticipatas
local regulations and the specific

energy needs at each of ourstes.
When purchasing energy, we consider
proposals that offer the optimurm
balance between cost and environmental
impact. 5T encourages stes to adopt

51 s comimitted to reducing its energy consurmption and

carbon footorint fram its oparations through energy efficiency
and conservation programs along with the purchase of CO,-
free and renawable engrgies. To mitigate s business expcaure
to climate changs, 5T carefully monitors and anficipates

changss in the energy market.

and install renewabls energy sourcas
wherver possibl; for exarmple, 5T Catania
(Sicih) has installed 10,300 m of
photovoltaks panels. In 2011, 5T wind
farm kecated in the south of France

has contributed to 1.13% of cur total
energy requirsments, To complemant
this approach, we selected a new energy
provider in France able to provide 25%
of the energy contract from renswable
sourses. We pursue our efforts to further
increase the percentage of green energy
we purchase, also dependent on us
being abk to negotiate a commarsialy
acoeptable price with cther green energy
suppliers.

Alzo, to mitigate its businass risks relating
toenergy and climate changs and to
increase stability in avolatie market, ST
pays particular attention to market price
wvolatility and GOy, emissions taxation
regulations.

Consumption, conservation

and energy-efficiency

ST's EHS Decalogue targst is to achieve
acumulative rduction of energy
consumption of 5% par vear (per unit of
production). As aresult of the economic
daownturn and the decreass production
output during the vear, we have been
unabls to meet thistarget in 2011,
However, we have major programs in
place to further improve energy-etficiency
inour processes, including some
aopportunities at our nen-manufacturing
sites. For example, in 2011, 5T Genava
headkuarter (Switzatland) added a
requirment into ts boller maintenance
contract to reduce enargy by a minimurm
of 10% per yvear. Results wars above
expectations, with 2 19% reduction in

gas and a 8% reduction in electricity
consurmnption, mainly dus to batter
matching of consumption with need.

ST alzo developed a Total Cost of
Crwnership (TCOO) approach for all
Front-end and Back-end facilities, linked
to the Company's total costs across all
projects and processes. All 5T contracts
are now assessed on the total costs of
acquisition, maintenance and energy
consumption over aten-year perniod.

ST Croles (France) purchased two air
compressors in 2011 based on the
TCOD approach. Energy cost represents
eight tirmes the price of the equiprnent
aver aten-year usage pericd. TOOD wil
save arcund USE 373k and 470 tons
GOy, per compressor ovar ten years.

ST also continues to focsus on energy-
saving in our manufasturing fasilties

and the construction of erergy-efiicient
buikings in order to mest cur Decalogue
targets.

1 Euimpesn Conmenission, Clivate aolion, Energyiora
changing w ot

+ Reduce enargy consumption by
5% per unit of production per year

+ Achieve an increase of 7% in the
purchase of green energy by 2012

+ Formally include criteria on
energy efficiency and use of GO,
emission-free andfor renewable
enetgy in the sekection of enargy
and facilties contracts by 2012




BY PEOPLE FOR PEDP!

Michel Curtil
Inclustrial sector Director GDF5uez (France)

"Burope advocctes the move towards o low-ccrbon economy by
2050 with o decrecse of between 8080 and 95% in CO, emissions.
GDF-3uez hos developed sustoinale energy offers coming from
guarantesd renewable sowrces aming to cnswer both GDF-Suez
and it stakeholders” expectaticons.

In toddng up the offar AlpEnergie?s, 3T France choszse a
sustaincble cpproach o reduce its greenhouse gos emissicns.
AlpEnergiels provides energy ganarated from dooms we operate
along the Fhone river. Thonbks to the proposal from GDEF-Euez,

ST demonstiates 1 engagement for o more responsible use of
resources. One quor ier of its elachicity consumption comes thus
from renewable smrces whose origin iz car fified by the SGerman
organizaton, TUV SUD"

P ST Agrate (Qtaly) certified to
e IS0 50001

The enargy management Standard
150 BO001E, details the requirermants
for establishing, implkrmenting,
maintaining and improving an ensrgy
rmanagement systern to increass
enargy efficency reduce costs and
improve enargy performance. Since
mid 1990s, ST Agrate has integrated
enatgy petformance targats into its
emvironmantal management practices
and rmade strong efforts on energy
consumption, consenvation and
management. In 2011, ST Agrate was
cettified 1o 150 50001, only the third
compary in ltaly to achieve certffication.

150 BO0O1 certification helped ST to

meet several energy challenges through:

+ the identification and managerment of
ekctricty consurmption; analzing and
planning our electrical consumption
enabks us to secure the ensrgy
provisioning with power supplisrs

+the optimization of manufacturing
equiprment and the inclusion of
enargy efficency pararmetets in the
procurement of naw equipment

+ the optimzation of indirect GO,
ermissions (Scops 2 and 3).

Agrate commissioned external 150

E0001 certification which incluced

an assessment of the ste's energy

managermeant tools and systems.

The site was commended for their
vary high level of performance, while
ikentifving two arsas of improvemant;
the nead to improve the reliabiity of
ronitoring tools by putting in place
systems to measure the kesof Freon
gas from chillers, and the introduction
of the latest electrical performance
avaluation mathodology in our new
buildings.

Thanks to 150 0001, 5T now has

an additional instrurment to improve
energy consumption and environmantal
petformance. Catania (taly) and
Fousset (France) sites will undertake the
certification in 2012, and the Standard
will be further adopted by other 5T sites
in 013

B0 B replaced S0 16000 from wme 2011,
ST Agmie was cediled S0 16000 & 20

Consurmption of energy (per unit of produc ion):

norrnalized Volues end s @2

1m

5 & & &3 & o & 8§

Tendars that incorporate criteria on energy
afficiancy and the use of COzemission-free
and/or renewable energy %




Transport
& Logistics

5T is committed to managing the social, safety and
ervironmmental impacts resutting from frarepotation and
logistics for products, matenials and employess, corsidaing
overall efficiency and reduction of CO, emissions.

Why are transport and logistics
key for ST?

Transport accounts for 23% of global
enargy-ralated CO, emissions and trends
progct an increase of nearty B0% by
20300, For global companies, the safe
and efficient transport of products and
peopk is a priotity. Energy supply and
price, natural or man-macde events,
pollution and congastion issues can all
destabilize transport flows, which, in
turn, can have a major impact upon a
company's peformance.

At ST, transport represents 7.4% of

our total GO, emissions and we have a
range of initistives and programmes to
minimizz both curdirect and indirect GO,
ernissions, as covered by Scope Zofthe
Kyoto Protocol We have implementad
saveral company-wide programs to
racuce our transport-related carbon
foctprint while maintaining the operational
raquirernents of our internal and extarmal
stakeholdsrs. We also offer a rangs of
local inttiatives to develop sustainablke
transport options for our employees.

+ Feduce the carbon footprint of 3T
preduct transportation by 15% by
2014

+ Ensure that all stes have a
formalized mobility plan to promote
alternative and greener modes of
transportation and evaluate the
benafits

Our approach to products and
people transportation

Pmodluct transportation

and logistics

Product transportation insorporates

the transportation of sarmi-finishad and
finished goods betwaen ST sites and to
clstometrs, and the transfer of equiprment
during manufasturing procssses.

We optimize routas and regularhy
update these to align with busingss
strateqy, socnomic fluctuations and
customer dermand. ST has developed 2
comprehensive and accurate record of
its SO, emissions by using a dedicated
irforrmation sharing systermn defined

with our logistics service providers. In
2011, we reduced the distance for each
kilgram of product transported via the
ST natwork by 11%.

The =T transportation network is
fine-tunad by

rminimizing produst weight and volurme
during packing and shipping to ensure
that more products are shipped par
cubic meter

optimizing internal transport through
efficient planning that considers freight
foctprint efficiency and frequenay
alignrnant with interral custorners'
needs

ensuring that the selactad mode of
transport isthe most appropriate for
the requestad routing, in terms of

cost, speed, quality and environmental
impact

menitoring for changes in customar
dermand patterns or delivary points and
engaging the sales organization in the
optimization process

intreducing direct shipmant routas and
taking avery opportunity to reduce the

nurnber of kikometers for each kilogram
of product travelled.

In 2010, 5T launchad a Lean Packing
Program to redefine packing guidelines,
=gt naw quality, safety and environmental
ariteria, and speciisd new ruks for the
use and reuse of boxes. Ong benefit is
that t has delvered improvements in
data relisbility, enabling us to accurately
manitor efficiency on aquartey basis

In 2011, we edused the shippedwolume by
3.3% comparad to 2010 This epresents at
least 30 containers.

In 2012, we will continug to restructurs
aur routings and will switch the transfer of
internal equiprment from air-freight to sea-
freight wharever the decormmissioning or
installation kad times permit.

Employee commuting

At abocal kel many of our stes deploy
innovative emplkoves mobility programs,
developing greenar transport options and
offering alternative sclutions to the uss of
inclivicual cars. Green transport intiatives
ara frequently promoted through spacific
campaigns and awarsness-raising
events. Incentives are also offered to
enaourage employees to use public
transport, coaches or car-pooling
netwotls. Furthermore, some sites

ara testing electrical cars, motorcycles
of bicycles. Some sites &.9. Grancble
{Francg), have gone further than this

to encourage the deplovrent of graen
transport plans by their bocal catering,
Gleaning and security subcontrastors.

I Accordng to the intemagoned erge Agency




Fo::us on 5T Calamba
(Philippines) finished goods

Fexibility and adaptation ars key
attributes for ST to ensure that its
legistics modals are adequate and
aligned with business nesds.

As aresult of a 20% increase of
outsourced Back-end operations in

the Philippines, ST Global Logistics

& Warzhousing Crganization [GLWD)
completed the optimization of s kbogistics
netwaork, Taking ackvantage of existing

ST infrastructures and compatences

in Calarnba, ts central location in Asia,
and anticipating further site growth over
the next five years, GLWC decided that
Calarnba would be the best location

for the addtional inventory storage and
opetational capacity requirad for the
increased logistics and warshousing
activities.

Several ST business units and
afganizations worked together during
asix month pericd to find the best

way to simplify shipping flow, utilzs
subcortractors’ skills and exparience and
unckerstand the constraints on the overall
supply chain, in order to further improve
efficiency while maintaining an effective
celivery service to our customars,

The newly craated hub has enabled
savings of over USE 1.3m on freight
costs and a two-day reduction in

aycle time as a result of freight routing
optimization, and a 5% reduction in GO,
emissions, equivakent to 1,400 tons of
GO, peryear.

Foous on package
redesicn

The 12 inch Front-Cpening Shipping Box
(FOSE) is the biggaest cuter box used

b 5T to pack its devices. 5T Glebal
Logistics & Warehousing Crganization
ELWE) developed a Lean Packing
Program to re<design and optimize its
packing and increase the efficiency of its
use and transportation.

The 12 inch FOSE packing was identified
asa key contributor of waste due to
matarial consurnption, excessive freight
costs and GO, emissions. To find an
econamic and environmentally friendly

alternative, five models with different sizes
and materials were designad.

Testswere basad on the following critaria
quality (drop tests msults), environment
{less polluting material),

and cost of transportation (valume).

The volume ofthe =-designed FOSE
packing has been reduced by 35%, while
its robustness has baen improved to
avoid wafer breakage. This design is also
lighter and makes manual handling sasier
and safer.

Through this prograrm, ST generatad
sanings per year of USE 450k in freight
and material costs, a reduction of 725 m®
in volurme and 220 tons of SO, emission
redluction.

PROVINCIA
MONTA BRIANI &

Antonic Infoeini
Infrestructure Sector Director, Strmg?ic Interventions and
Iobilty. Provincia di Morza e Briarza [foby)

"To reduce the taffic and environmentoal impact generated by
pecple tonsportaton in the critical crea of Milon and

Monza e Bionaa, we developed o sustoinable mobility plan
colled Moving Better. This project created a collaborative netwerk
between municipaliies and companies cnd as o result, more than
120,000 people are using public tcnspor totion and the iInnovatve
technologies, such as elechic tomspor totion.

More them 50% of 3T Agrate emplovess hove participated in
mswearng d specifiic questionnaire aoout commuting, which has
encbled us o build a precize pictue of the loool situation and
define smart actions to improve local mobility

Carbon footprint of 5T's products
per mode of fansportation

Carbon footprint of 8T's produc t transportation®

Road 1%
Doean 1%
—

r < 20006 10%:

Ajr > 20006 2094

Poc king censity reduc tion

a1

1o

* W reviewed oo sequesterad valves b 200 0 aler 3 revision of our meth odology tsed e
estimate he annuy carbon sequestatio.

Employes mobility plan @




Waste

Management

5T is committed to continuausly reducing, re-using, recycling
and managing waste strearrs from manufactuing sites
including hozardols substances, metals, packing, plastics and
other non-bicdegradable materials.

Why is waste management key
for §T?

The achvance of science and technology,
alongwith the developrnent of a mass
markst with an increasing dermand for
the latest acvanced electronics and
ekctrical devices, has generated a large
tange of Information and Comrmunication
Technolkgy (1CT) products and this

has kd to an ever increasing quantity

of electronic waste. Several pieces of
legislation require companies to obssre
the strist managerment of hazardous
waste, including treatrment, transportation
and elimination, as well as managing
products at the end of their life.

Waste managemernt is a key arsa for
avary 5T site. Very strict controls are
maintained cvar the whole process

and the 5T Ervironment Health and
Safety [EHS) Decakgue contains
arnbitious targets to increass re-use and
racyaling ratios; also toidentify the most
appropriate solution for final disposal,
thus avoiding sending waste to landfill.

+ Feduce the generation of waste
by at st 5% per vear (g par
production unif)

+ Feduce the generation of
hazardous waste by af least 5%
peryear (kg per production unit)

+ Re-use and recycle at lkast 96 %
of waste

+ Redluce landfill waste to less than 206

Management on the overall
waste chain

Strategic management of waste

Sinoe 1996 and its first EHS Decalogue,
ST has set stringert targets to reduce
wasts generated from operations and to
re-use of recyclke materials. At 5T aven
though waste is managed according

to country prrequisites and local
spedificities, our EHS Decalogue edquires
that all sites mast the most stringent

of either their national/local regulations
of the company procedures. In 2011,
more than 90% of waste generated was
recycled and re-used, whik ksas than 3%
was sent to landill

ST's waste strategy oovers all waste
strearmns, from operations, surrounding
activities (officas, canteen, eta), and
productsih. 5T developed a Waste
Lackler methodology to ensure an
appropriste end-cf-lite treatment for sach
waste stream, based on its economic
valug and ecological impacts. Significant
results have been achisved on: waste
prEvention; recycling and re-use; final
disposal, monitoring, and auditing.

Operational waste manage ment

Waste from operations is our more
artical issug, as it may contain
hazardous materials. We established an
integrated process for the environmental
managerment of waste covaring
compliance, monitoring of the guantity
of waste produced each vear, data
collection and repotting. This was
accompanied by the detailed assessment
of the potantial snvirenmental impacts of
aperational waste genaration. Dedicatad

arzas have baen built into all our

rnanufacturing sites for waste collection,
segregation and disposal. Bach site
ensures that waste is segregated and
than managed as a distingt waste
strearn. These processes are aligned with
national and kcal lws and regulations.

ST pays particular attention to hazardous
waste resulting from the production
process which includes, for example,
chemical substances, contaminated
plastics and light-bulbs. hWost hazardous
waste is recvcled of re-used and the
rermaining wasts is safely disposed of

by spesially-authorzed companies.
Wherever it is possible, our hazardous
waste is traated in the country where it
was produced. In 2011, in accordance
with the Basel Convention, none of our
sites exported hazardous wasts.

ST sites seek ard share best practices
in anumbsr of arsas, for exampl

tha environmentally responsible
transformation of waste, parnerships
with local recycling companies,
rinimization of transportation, increased
traoeakility, and the use of tachnological
innovation.

ST goes bevond EHS Decalogue targets
through intistives to revalorze office and
canteen waste, We worked closely with
several of our partners to improve their
practices, and have especially worked
with our canteen subcontractors to
increase organic waste composting and
tha recycling of cardboard, bottles and
Gans. We also regularly raise employves
awarengss on their individual contribution
to roysling.

11 Prohut-refated vaste s detaled b the eve disign pages
]




ST carries out recycling programs to
comphy with, and somatimes excead, the
waste disposal and recycling regulations
in countries where we operate. In 2011,
ST Muar ickentified new opportunities to
minimize waste and Boyck of re-use
matatials and attained a recycling rate of
DE%, the best parformance across ST
Back-end sites.

One of Muar's main achievernents rlates
to electronic waste, representing 21%

of the total ste waste. To rovck the 35
tons of scraps and framas ganerated

per month and ensurs that the entire
waste lfe-cyck is taken into accourt,

ST Muar appointed a dedicated scrap
metal recycling cormpany Blectronic
wastes follow several recycling process
stages from scrap reception, burning,
arushing and segragation, unti the final
step whare the matals (gold, palladiurm,
silver and copper) are recoverad in ingots
ar bars and then sold. In 2011, to check
the efficency of waste processing, the
EHS tearn at Muar conducted an audit

of the recydling company's management
systemn and practices against regulations
and ST standards.

Inorder to reoover the 4% remaining,
Muar continues the ssanch for
imptovamant actions and potential
cooperation with new partners.

Landfill waste e

Solvents are mainly usad in the
semiconductor industry for the cleaning
of water suface and of manufacturing
equipment. The resulting used solvent is
consierd as hazardous waste, At 3T
Agrate, around 1500 fons of sohents
have been consumed in the past five
wears. The recycling of these solents has
been the main area of focus for the site's
waste rmanagement activities

During the manufacturing phass, the
portion of solvents that evaporate

is collected and treated by spacific
abaternent systems. The remaining liquid
part, approximately 70% of the initial
consumption, is segregated, colected
though dedicated pipelines and disposed
of in specific steel tanks designed to
colect solents safely. Sokents are then
collested by a spesialzed company and
transported to the final chermical plant
whera they are treated and recoverad
without the need for incineration. Spent
sohents are re-used attar undergoing

a process of fractional distillation that
purifies therm without using additional
rnaterials. The produsts can be =-used
in cthar industries e.g. the wood or
plastics incustries.

100% of the solvents used and not
evaporated are recycled and this intiative
cenerates other postive environmental
impacts with kss pollutants and leas
G0, discharged. The site estimates
these measures akone have saved the
aquivalent of 400,000 kg of 5O,
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Fremb Hen
CEC Falin Internctional
[Taiwan)

“Falin has por thered with

ST and othear semiconductor
industries for several veors.
Wafers cre collected and
recycled o molee solor calls
which are re-uzed in the
photovolioic market. Falin
re-processes silicon using
techricques which do not
generdate cny hoarmiul by-
products or woste.

Firatly, we arcee all infor mation
from used wiofers using
scndblasting. Secondly, we
mix the used wolars with new
silicon to produce ingots which
are cut o moke soloy wofers
for solar cells. This initiaiive is
an example of how industiss
con work together fo reduce
oozt and environmental impoact.
The amount of energy saved
through this recvycling iz the
ecuivalent of approximately
12.6 million liters of dissel fuel
pear yvear "
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Manaogement
of Chemicals

5T is commmitted to reducing and managing its environmental,
health and safety risks, and o achieving legislative complionce
and dignment with customer requiremeants. We boase the
salection, use and substitution of materials on the precautionany
prnciple along with our relevant specifications and procedurss,
We also aim for suppliers and subconfractans to be compliant
with 5T specificaficrs and procedurss.

Why is management of chemicals
key for ST?

The Fegistration, Evaluation, and
Authorization of Chermicals BEACH)M
regulation imposes a 2018 rgistration
date for all substances produced or
imported in Burope, according to spacific
timeframes that =late to the hazardous
nature and quantity of each substance.
Legislation on hazardous substance
managerment is becoming rmore and
matre stringent, which is also eflected

in 5T's custormers' requirerments.
Cormpanies have to go bevond technical
requirernents to reduce consurmption,
substitute chemicals and ensure
employes and environmeantal safaty.

Sermiconductor manufacturing processes
use several chemicals, especially in Front-
and activites, which are classfied as
Substances of Very High Concarn (SWHC).

+ Reduge total consumption of
chemicals by &% par vear fweight
per production unit)

+ Strive towards continuous
reduction and glimination of
Substances of Very High Concern
in Qur processes

+ Ensure 100% of key suppliers and
subcontractors fully commit to
ST specifications and procedures
{through ST Banned and Exemptad
Substances specification)

+ Strengthen our managemant
of materials of concern in our
manufacturing processes through
Chernical Risk Asszssments

Thesz are cefined as carcinogenic,
mutagenic of toxic for reproduction
(CMRE), bio-accurnulative, persistant, or
crone-ceplkting substance (203). 5T
has an integrated and proactive strategy
to manage chemicals throughout its
rnanufacturing activities and supphy-
chain to reduce the consurmption of
SVHCs and to substitute them whenavar
possible. We consider this as a key
izsug, and have worked suscessfully so
far to anticipats kgisktion and develop a
comprehensive policy that involes many
ST departrments.

ST approach to hazardous
material management

REACH regulation addresses the
production, importation and use of more
than 30 000 chemical substances into
Europe. As a downstrearn user and
producer of artisles four davicas), ST
rnust natify custorners of the presence
of SWHC in its produsts. In its path

of compliance to REACH, 5T has
devalopad a substances substitution
strategy. During recent years, we

hawe baen working on integrating

the precautionary principkes into the
early stages of the sekection of new
chernicals. Substituting chamicals isvery
complex becauss we need to find visble

atternatives which can take several years.

Compliance with material standards
has been coordinated by a dedicated
warking group since 2007, To mest
REACH requirernents, we replaced four
SVHC substances that wers included
inthe 2008 and 2011 lists and plan to
replace a further two substances. 5T is
also working alengside the European
Chermical Agency (ECHA) and several
industry bodies toensurs the alignment
of the sermiconductor industry sector to
REACH regulation.

ST has historically continually sought

to rduce chemical usage and has
developad corporate and local reduction
plans, which include waste treatment®
shared across all ST sites. Since

2000, the trend for chamicals usage
recluction has been maintained with an
averall percentage decreass of more
than £% per year. Intistives include

the substitution of the most hazardous
substances, chemical recysling,
process optimization and hardware
medification to dilute chemicals and
recduce the quantity needed. To eliminate
Perflucroocty Sulfonate [PROS)which is
used for photolithography applications
in semisonductor manufasturing, ST is
working with the World Semiconductor
Council (W3C) to eliminste them across
tha industry. In the meantime, and
going bevond current kgal Burcpean
exemptions, 5T Crolles (France)is
already in the final stages of eliminating
PROS from its processes.

ST requires that chemical risk
assessments are pedormed at al ST sites
betore introducing any new substance. In
2011, this procedure was strengthenad to
align it with mcent changes in substance
classification introduced under Buropean
regulation. Chemicals are screened and
evaluated based on strict enginsering
cortrols, hazard identification, akong with
an assessment of any collective and
personal protective equipment needed to
presgnt any risk to Environment, Health or
Safety.

Further coverage of chemical components
in 5T's procducts is detaikd in the sco-
cesign pages.

15 EU REACH weas implenented 2007,

B Favmnore detals on hamrdois waste and resyoing,
=0 arfiles on washe menagement pagE 4445




In 2011, 5T published its saventesnth

list of banned, exemptad and declarable
substances which now includes cver
1,800 substances. This list is reviewed
annually to incorpotate the most stringent
workdwice regulations and standards,
akong with our custormers requirernents.
Its deployment cver 5T's supphy-chain

is coordinated by a dedicated team of
internal experts.

ST hasimplementad a robust process
assessing the complisncs of key
matatials supplers and Baclk-end
subcortractors’ partners against this

list. The list is thus communicated

to all relevant ST suppliers and
subcortractors, who are required to
provicke ST with legal statements and
avidence that supports compliance.
Exarnples of evidence include centfficates
of analysis, legal registrations and
permits, material safety data sheets and
due diligence surveys. Besponses are
reviewad and validatad. The finalzed

list is issued to relvant exparts for
integration into chemisal managemant
processes throughout our supphy-chain,
In 2011, we received the best satistaction
rate =2 far in the response provided

from our business parrers, despite the
increasing complexity of compliance.

The managerment of chemicals is also
integrated into the Suppler Perdormance
Evaluation (SPE) perormed at kast
annually, with improvemant plans
gystematically mquested if the evalustion
indicates that the supplier does not mest
ST standards.

The Eurcpean Chernicals Agency
included Boric Acid in the candidats

list of substances of very high concern,
effective from 12 June 2010, in relation to
the EL REACH ragulation.

Antizipating legislation, 5T included

Boric Acid in its banned, exermptad

ard declarable substancas list from

2009, One of our suppliers, Atotech,
ceclared that Boric Ackd was present

in a chemical substance used for the
claning process perormed on some
manufacturing machinas, so we engaged
the collaboration to develop a greenar
substitute. ST Longgang (China) folkowed
by ST Shenzhen (China), the two only

ST sites using Boric Ackd, have mads
progess to phase this substance from
thair ranufacturing processes. In early
2010, they conducted several tests with
the substitute proposed by Atotach to
ensure that it was not affecting process
reliability. Several months wete necessary
toreach afinal qualification. From

Jung 2010, 5T ensured its compliance
towards applicable legal REACH
reqquirsrnents specified in Annex XV, and
went bayond this by complately phasing
out Boris Acid in 2011,

Toencourage crossfertilization

among sites, the phass-out process,
including technical details and process
amendments, has now been shared
across ST, to assist other sites that may
face a similar situation. 5T is currently
working on othar chemical substitution
projacts with its supplier Atotach in a
collaborative approach

Elirnination of Substances of vary High Concermn (SWHC)

Total rurrber of action plans for e limination and reduction of Substances

of Yary High Concam (SH)
Action plans corrpleted on-ime (%)

15

100

Deployrrent of ST substances specification fo key supplars

and subcontractors

PResspons rate from key parniers

Fullcornrritrrent fromkey parners to 5T substances spacilication
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'e‘ ATOTECH

Worldwide Business
Manoger. Functionol
Electronic Cootings.
Atotech [Germnory]

VA

“To anticipate and build
regulatory requirements into
new substcnces and products,
Atotech clozaly monitors EHS
legislation that impacts upon its
business . [t constomtly aesassas
the new products needs from
local entifies cnd initictes
corresponding resecrch and
development projects. Also,

to generate new ideas and
find altzrnative substomices,
we closely coopearate with
suppliers, original ecuipment
manufachrers cnd external
institutes Janiversiies.
Collabaration iz also proposed
with owr customers to test new
product and technologlias
using pilot sites. The main
advomtage with 3T is thot
itindepandently drivas
chonge and is willing to test
new, greanar materials and
technologies with Atotech.

In the gpirit of coopercticn,
customer safisfaction is
imperative for o success”

Consurnphion of chernicak

{per unit of produc tion:
rormalized wolaes / BN/l 22
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GHG Emissions
fromn Operafions

5T is committed o managing
and reducing its direct and
indirect greenhose gos
aermissicrs, including PFCs,
from its rmanufactuning and
other business gperations, in
accodance with scopes 1 1o
3 of the Kyoto Profocd.

Why is the reduction of GHG
emissions important for ST?

Clirnate change is considerad as the
greatest environmental challenge

that we face as a human famibd™.

The Information, Sommunication and
Technology 1CT) sector is responsible for
about 2.5% of global carbon emissions,
rasutting from the production and use of
ICT produsts and services®. Cur actions
to reduce our carbon footprint cover both
product and service areas, as detailed in
the environment and products sections
of this report.

Ewzn though the semiconductor industry
is a relatively minor cortributor to overall
GHG emissions, it emits high Global
Warming Potantial (GWF) substances.
ICT industry associations have st
thermnsehes ambitious targets to reduce
perfluctinated compounds (PRCS) in their
manufacturing processes, inantisipation
of further expansion of both national and
international regulations and ermissions
targets.

Since the early 1920z, ST has integrated
climate change as a keyekment of its
environmental policy and has consistenthy
delivered annual reductions in the kevel

of greenhouss gases (GHGS) emitted
frorm ts manufacturing activitiss. This has
been achisved through a mutti-faceted
strategy that takes all aspects of the
valug chain into consideration and sesks
to gain results through collaboration with
our stakeholders.

Our approach to mitigating direct
emissions

Reducing environmental impacts at
aperational level has been a major focus
since our first Dacalogue in 1925, We
measure, manage and report our dirsct
and indirect emissions in ascordance
with the GHG Protocol and the Global
Reporting Initistive (ZR).

For Scope 1 of the Kyoto Protocal (&l
direct GHG ernissions), we developed
acarbon roadmap, sstting a target of
carbaon neutrality of cur direct emissions
by 2015, 5T's largest direct emissions
result from the use of PFCs in our
rnanufacturing processes. The rduction
of these emissions can be achieved
through the installation of PRC abatzrnent
systarns for both new and existing
equipment. To achieve our 2015 target
and roadmap, we defined the priorities
foreach site that factored-in ST's growth
rate. In 2011, we invested approximately
USE & 3millon in ackitional abatement
devices for newly acquired equipmant

to meet 3T's standards. PFC reductions
have also bean achisved through the
devzloprnent of greener manufacturing
techniques, the optimization of process
recipes, and the replacement of high
GWP gases with lower or GWP frae
attzrnatives. We compensate the
reraining ermissions through eforestation
programs in Texas (USA), Australia and
horocsco.

5T is also an active member of the
Butepean Samiconductor Industry
Aszsociation (ESIA) and signed avoluntary
agrasrment in 1999 with the Workd
Semiconductor Councl (WSC) to reduse
PRCs. Afterten years of very positive
prograss, the WG released a pint
staternent in May 2011 on the post-2010
agresrment on PFC emissions rduction,
with new targets set for the next decade.
ST has comrmitted to these targets

For 2012, 5T will underge third party
validation of ts entire GHG emissions and
will continue to install further abatement
devices on its Ang Mo Kio (Singapore)
and Crolles (France) mature factories.

ST's programs on Scope 2 and Scope 2
of the Kyoto Protocol ae detaikd in the
Enargy Managameant, and Transport and
Logistics pages of this report.
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+ Reduce absclute PRC emissions
by 2086 in 2020 from 1926
baseling

+ Offzet the remaining direct GO,
emissions through reforestation or
other sequestration methads, to
reach carbon-neutrality of direct
GO, emissions by 2015




The Carbon Disclesure Progst (CDF)

is a UK-based initiative to monitor the
graenhouse gas emissions perormance
of major corpotations. Since 2006, 5T
has patticipatad in the CDP Burope 300
Inckex that appraises the 300 largest
Eutopean companies on their carbon
ermissions, energy use, reduction

and risk management rlatad

to climate change.

ST values the CDP's analysis and
feadback as a driver to further embed
carbon managerment in our corporate
strategy manufacturing processes,

and product developmeant. In 2011,

we refrashed our approach to better
evaluate our risks and opportunities. We
strengthened the communication of our
data and programs and improved the
acsuracy and quality of informaticon. In
2011, the CDP Irvestor was atop priotity
for ST, and we substantially improved

the COP Investor score to REACH an
"above average” rating of 73100, We
ae conssious that wa still have room

for improvernent and ong of our main
actions for 2012 will be to conduct

an in-depth climate change risk and
apportunity assessmant. To broaden
our commitrment, we also commenced
participation in the COP Supply Chain (n
2010) and COP Water (jn 2011) programs
on avoluntary basis

One of ST's intiatives to reduce ts GHG
emissions is to install PFC abatemant
systems. Despite the economic crisis,

ST Fousset installed 11 Thermal Process
Unit abatement systems on its new
machines batwesn 2010 and 2011,

The Rousset sight-inch wafer factory

Front-end Manufacturing Sroup Vice President,
Cperations and Site Director of 5T Roussst

was originally designed to incorporate
environmeantal point-of-use systermns.
Since then, the site has consistently
endeavorad to improve the treatment of
its atmospharis emissions.

In 5T's Frort-end sites, PFCs are mainhy
used in small quantities at two spacific
stages of the manufacturing process.

At these stages, dedicated abatermnent
systemns are impkemented to divert
alarge part of the gases through a
network of aqueous scrubbers, which
capture them into a state whera they
can be treated appropriately To avoid
the risk of accidertal polution, 5T has
buit in safeguards that automatically halt
production processes if any ssrubber is
malfunctioning o not opetating.

The capital investmant in thess
solutions has been USE 2m. Had the
equiprment not been installed, our PRC
emissions would have baen double
their surrent value. Roussat is now ST's
best parforming site in tarms of PRC
emissions.

Clenide Moramt

(France)

“The Rousszat 8-inch wafer plomt wos designed from the start to be a ‘grean samiconductor plont’

We selacted the best avalable technologry for PRC elimination to achissre cnd maintoin full PRC
abatement. Any new investment in manufachring ecuipment includes the installation of a Thermal
Processing Unit, along with facilifies for ulbo-pure woter reclamaotion ond flucride woste woter
freatment. To pursue thizs conkitious goal, we hoave put in place improvemeant programs that involve
all parties to target the sowrce of pollution as far as possible by developing alternative chamicols and
procaszses (with lowear or zero Global Wor ming Potential gases) and by increasing the afficlency of PRC

Surnrnary of net COy ermissions
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The Community
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In foday's world, engagement behvesn campanies and thalr local communities s millti-
faceted, faking info account many diverse views and interests, Effective engagement has

the potertial to benefit many stakeholders, including the local community popuation,
government and general civil sociaty, Within ST, community engagement fornme a cenfral pillar
of our culture with mony site-based initiatives and activities providing social and envirenmental
support. The ST Foundation is also one of the ways inwhich STMicroselectonics contributes to

communities,

s EET——

How does ST engage at local
level?

Currently, 5T's engagement with
comrmunities consists of two main
threads; local inttiatives directly managed
by sites and initiatives that ars managed
through the ST Foundation.

ST's workhwide prsence is highly
diverse and rmutticultural, ranging frorm
small sales offices to B&D and dasign
centers of majer manufacturing sites
located actoss a range of countrias and
contingnts. It is our aim to genarate
positive local cormmunity impacts ina
variety of ways, sconomic 2.g. through
invastments in infrastructure, kcal
purchasing), social (e.g. employmant,
aducation and charitable activitias),
and envirenmeantal (g.g. reforestation,
environmental protection).

ST's kaal cormmunity engagemant

and voluntesring encompasses raising
awareness on environmental protection,
disability, science and education to young
cenetations, fund raising and chartabl
activities, to name a few

Cur objective is to professionalize our
approach sowe have decided to draw
on the availble expeartise and will
therefore use the examplk of the London
Benchrmarking Group's methodokgy to
help us better evaluate our comrmunity
ivestments, improve and simplify our
reparting and help share good practices.

The ST Foundation

Since 2003, the ST Foundation has helped
reduce the digital divide the gap between
thase who have acsess to modermn digital
tachnokgies, and those who do nat) in
both developing and developed countries
through aworkhwide cormputer literacy
prograrm, Digital Unify (DL,

The ST Foundation's govarning body, its
Ecard of Directors, takes decisions on
amas such as financisl management and
approval of propats. The Board mests
three times a yvear and its agendaincludes
the review of past activty and plans for
future work

The Board 15 chaired by Pietio Fox,
Prasicent, and is composad of both

ST ard non-5T mermbers: WMario Arlati
(Mreasurer), Mauro Decca, Alain Duthai,
Terk Hooghiermstra, Ctto Kosgalwies,
Guy-Philippe Rubsli. Pasquale Pistoro,
STstformer CED, is Honarary Chairrman
A Genava-based tearm tales cars of
profct management and day-to-clay
adrministration, with kocal support in India
and Morooso to ensue a closs overseeing

of the many intistives taking place in
those two countriss. Significant support
is provided by anetworks of BT volunteers
wheowotk on ssvetal aspects of the Digital
Unify (DU prograrn.

Digital Unify has cffered free computer
acoess and training to over 148,000
bereficiares since ts incaption. In 2011,
the 5T Fourdation's Board of Dirctors
validated a rew roadrmap for Digital Unify,
baszad on two themes:

+ the development of a Losal Community
program, based on a natwork of 5T
volunteers at each major ST ste. This
was successiully launched with the
support of ST'stop management

+ the developrnent of Digital Unify in
Sub-Saharan Africa, starting with
strengthening the existing progctsin
Burundi and the Democratic Bepublic
of Congo.

In addltion, all 3T site managers give
prictity to the 5T Foundation when
disposing of computets from the ST
pool The reoovered computers and
associsted hardware ars used to equip
laboratories set up in partnership with

ST Foundation as part of the Digital Unify

prograrm.

+ Support 5T Foundation's initistives

+ Formalize a company comrmunity
engagement strategy and evaluate
its impact




Foc‘:us on =T Calamlxa's
We Belisve program

ST Calarmba (Philippines) has a strong
rcord of community engagemeant

ot many years, providing short-tarm
Ivelihood programs to communities in
need. Fecently Calamba's managerment
team has launched a new intiativa to
broaden and reinforcs its community
engagemant.

Four strategic objectives have been sat:

+ 1o buikd mor beneficial and sustainable
COMMuUnity programs

+ inttiste close partnerships with
cormmunitiss neighboring the site

+ promote simple acts of goodwill

+ provice exciting opportunities to
promete emploves voluntearing

This program, called “We Believe’,

is built around three pillars:

+ Environmental recovery and
sustainability: A partnership has baan
formed with the Haribon Foundation
and the kcal farmer's coopetative in
Caliraya (Laguna) to plant or adopt
20,200 trees by 2020, Through the
active involvement of the employes
volunteers and the direct engagemant °

of the comrmunity, this objective willbe ™.

achieved in kess than five vears.
To date, in 2011, 9,100 trees have
alreacly been planted.

+ Hurnanitarianism: A partnership
with the Chikdren's Joy Foundation
helps crphanad childen with
their educational needs. A further
partnarship with the Cancer Warrors
Foundation helps impoverished children
with canzer to have acoess to timely

and appropriate diagnosis, proper
treatrnent and high-cquality cars. ST
also works with the Philipping National
Red Cross to support a prograrm to
provice disaster response and elief
dlistribution.

+ Ernployes voluntaering: Employee
clubs various clubs are active at st
level with annual budget and plan) across
ST Philippines participats in &t kast two
cofmmurity activities svery wear.

By the end of 2011, the total nurmber

of community volunteers reached 245
Comrunity activities are now conductad
outside office hours, but all programs
that were launched still benefit from the
participation of volunteers. The targat
nurnker of voluntear hours for the vear
was 1,800 but this was exceedad with
2,032 total hours being volunteerad.
Such programs have a very significant
positive impact, both on employees’
motake and on the kbcal communities,
who recognize the contributions mads by
ST ermplovess. ST Calamba has received
several external recognitions over the wears
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Foc'us on the impact of

sEThicroelectronics on the

Grenoblelsére cormnmunity

The fast-growing, high-tech and
investrent-intensive microgkctronics
industry is a major driving force behind
kcal economizs. It contributes to regional
developrnent through salaries and

taxas, also by supporting and prometing
varous kocal services such as information
gystemns and consultancy companies,

Total cash donated to cheritah

Estirrated value of in-kind donatio

o corrroun ity and society

50 | 188 | 268 | 4255 | 8

* The ncreased h-kind dmations b 2010 3 result o the Caralton mandfaciinhg sie clsure which generated USH 3 5m
through the donation of fumiore, equipnnent (no onger of wee fo 5T), ofice accessoves snd most naably the lnd i Exst
Tewms (iree faoms) which was donated inthe Skephen B Austin Sate Uniemdy

AT Foundation President

femporary employrment agencies or
SECUMItY Gompanies.

In 2011, the Grenchble Charnber of
Cornrnerse and Industry cormmissionsd
and financed a study in the contaxt of the
economic development of the tarritory
and to this end evaluated ST'simpact
anthe cormmunity. With the help of the
Grenoble Chamber of Commense and
Industry, and by gatharing and analyzing
data from saveral ST Departmants,
subcontracior companies, ressarch
institutes and French State sewices,
Feverdy came to the conclusion that
SThlicroslkectronics, who employs 6,000
peopls in lsére, generates a flow of
€480 million annually into the Bhéne-
Alpes region. Bach b at 3T Grenoble
and 5T Crolkes creates at keast ong

job at one of 5T's subcontractors or
suppliers and four additional jobs inthe
service industry. 5T Crolles and Grenoble
therefore contributes in total to sustain
approximately 26,000 jobs in France.

ST Crolles ranks second in France in
terms of industrial jobs craatad over the
past 20 years. The report also highlights
the intangible bensfit of the presence

of industrial leaders such as 5T in the
Grenoble area, as pioneers that built

an internationally rencwned high-tech
establishment, giving a boost tothe 120
innovative companies within the Granoble
ecosystem that can attract custormnets
from around the world.

Fistre Fax

"After withessing the impact
of computer literacy courses
on d technical school in
Eurundi while wiorldng for
WITAR, o Tholicn WNGD, |

wie pleczed to become the
president of ATMicroelactonics
Foundation. My first hand
expearience ingpires me o lead
the Foundation to expand its
actvity cnd aim for greater
efficiency while helping to
bridge the digital divide "

“Aszochrbne IRite Tecnion Alessandio Ressine Mands
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Public Affcirs

& Industry Networking
s LI>T=

Taday, in developing thair strategies, leading campaniss, including ST, proactively engage
at a global, naticnal and local leval with o range of stakehdders such as frade associations,
industry groups and standard-sefing badies. This engagerment contributes 1o 5T's enhanced

caompetitivensss,

Everywhere, a dual vision based
on development and parinerships

ST has the key objective to promote
the electronic industry's potential in
all seuntries in which the company is
located.

Mo mattar the kocation, the strategy is
the same even if the approash may vary
accotding to the country, culturs, local
raality and existing infrastructure.

+ Strengthen our networl of public
and industrial affairs activities
workdwide; create and observe
good sustainability practices
as well as efficiently manage
sustainability-related risks and
oppottunities

Focus on Europe

The mistoslectronics industry in Burops
must constantly adapt and inncvate

to remain competitive. Although the
Eurcpean Commission offers support fo
Ressarch and Developrnent, this stops
short of industrial investrments. It rests
with companies to find innovative ways
to enhance their compatitiveness and
ensure their kong-term sustainability.

Eurcpean electronics companies are
cften at acormmercial disadvantage
compared with their compstitors in cthar
continents and support is needed from
the European authorities to maintain the

competitiveness of these companies
intheir policy-rmaking akengside the
interests of European end-users of
ekctionics goods.

According to Gérard Matheron, Site
Director of 5T Crolles (France) and
Presickent of SITELESCM one of the
maost significant events in this area

has been the formation of a High

Level Group tto which Carle Bozotti
participatad), nominatad by thrae
European Cornmissioners. The Group
delivered a report in June 2011 on the
KETs, Ky Enabling Technologies for
Europe, including nanc-glectronics and
semiconductors. |t isexpected that this
report will positively influsnce the future
landszape of our industry, in particular
inthe areas of industrial scak pikt lines
for manufacturing and public support for
industrial investrnent, in thoss regions
that will benefit frorm the rew Srmart
Specialization of the region's policy.

In Franca, ST is plaving a leadership
role across al koations whers we
aoperate, forming partnerships with
universities, laboratories and avaristy
of large and small cormpanies in Tours,
Paris, Rousset, Grenoblk and Crolles.
hulti-annual programs ag set up and
adrministared by 3T, such as Mano2012
for Grenoble-Crolles and, more recently,
Tours 2015 and MAGE® for Rousset.
ST's kaal teamns also contribute expartiss
to many Euopean profgcts within the
Cluster for Application and Technolkogy
Ressarch in Burcpe on ManoBlectronics
[CATREME), the Joint Intiative for
European Nancekctronics EMIAC and
the Framawork Programs 7 (FPT).

ST's engagement is also focused on
environmeantal protaction, safety and

security and in thess fiskls, partnarships
ars also important.

ST is recognized for its leading roke in
emvironmental preseration; cooperating
with other French companies

and laboratones to develop new
emvironmentally-frisndly technologies
and to disseminate best practices.
Envirenmantal initiatives in the ragion
surounding Crolles often reczive the full
support of ST environmental experts.

Ciur safety and security officers also
meet with colleagues from compatitors
to analyze past incidants, promote best
practices and share expertise, within the
framaworlk of SITELESC.

In ltaby, Pistro Paklls, Managing Dirsctor
of ST hicroelectronics ltaly, believes that
we have a dual engagemant:

+ contribute to devaloping local
ecosystems by both forming and
participating in clustars to develop new
programs and ideas with univarsity
R&D centers, suppliers and start-up
companies. The key aras of focus
arg: innowation, safety, energy saving,
R&D and the transter of technology:
Cinenvironmental issues, ST shares its
geod practices through professional
serninars and working groups within
the Confindustria, the ltalisn employers
fecleration, the mast important
federation of industrial cormpanies.

For safety, 5T has been identified as
best-in-class within the whole ltalian
industry. Cur local safety experts ars
rmermbers of a spacial teamn, created by
agevarnment to help falian companies
recuce injuries and improve their safaty
practices.

+ elicit talian funding for BED projects




and partnetships. In our industrial ¢
zector, BED demands awide sstof &
competencas so it is very oritical to
launch partnarships with the acadermic
cornmunity, which invohes the
application for public grants to promaote
the industry's economic and social
contribution tothe local communtty:

1 Sincivat des hofustries e Tibes Elestroniues & Seo-
Concintears [FRnch madtate o the semivan distoy

nduztyl B
2 Wiorooonirdlens pour FAuttnomi 3 Grande Eficacee
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Focus on Asia

In Asia, Frangois Guibar t, Executive
YWice Presicent, President, Greater China
and South Asia Bagion strongly believes
in the value of strategic partnarships,
whether with universities, government,
trade associations, standards boards,
industry groups, eta. It is assential for the
success of any company. Mo comparny
Gan opetats in isolation. This strategic
engagerment makes good business
senge and ensures long-term business
sustainability

Thiz is especially critizal in Asia where
ST has established strong ressarch
partnerships with top universities in
China, Tawan, India and Singapomr to
collaborate on advanced R&D progots
and next-genetation tachnologies. This
helps to advance inncvation and also
postions ST at the forefront of acadermnic
and technical achisvemant in the minds
of students, who are our future hurman
capital Exarmples include ST's eight-year
partnership with top Tsinghua University,
ong of China's top uniersities which is
ong of the maost sucsessful at forging
links with foreign companies. Also in
Indlia our partnarships include the Indian
Institute of Technokgy Delhi Technology
Unpezrsity and the Indian Instituts of
Sciences.

We have also formed mutually-beneficial
partnerships with many government
agencias, including, Bsonomic
Developrnent Board (Singapore), Agenay
for Science, Technology and Ressarch
(Singapore), China Electric Power
Ressarch Institute, Industrial Technology
Ressarch Institute of Taiwan, The Energy
and Fesourses Institute (ndis), Bureau
of Indian Standards, Mational Electronics
and Computar Tachnokgy Canter
{Thailandd).

Furthermore, several trade association
partnerships have been formed around
arzas of sustainakility i.e. energy

saving, emvironmant, water, heatthcare,
education, culture and the arts. Exampks
include the European, ltalian and French
Chambers of Comrmetce, the Indian and
Philippines Ssmiconductor Associations.

5 , ‘
How can an innowvative

" technical breckthrough

turn into o national
regrlation?

Hee is avery concrete exampls of how
acompany like ST can contribute to
propagate technical geod practics within
tha inclustry. ..

French law requires the regular health
and safety certification of pressurzed
equipment, following procedures defined
by the Ministry of Industry:

Semiconductor facilities use pressurzed
purifiers to deliver ultra-high-purity
{UHF) gases to the manufacturing units.
The catalysts used in this process are
paticularly sensitive to de-activation

it they corne into contast with watar,
making it impossibl to conduct
corwentional watsr pressur tasting,

as required by the law. To address this
problerm, atearn from ST Roussat and
ST Crolles (France) developed a safe and

ervirenmantal aternative. They brought
together a multi-site team that worked on
the project along with local government
environmentalists.

Firt of all, the teams obtained an
agreerment from the kbcal authorities to
provice relevant data needed to prove
the absence of corrosive conditions
insick the equiprnent. Then, they
formed a partnership with the French
group "Institut de Soudurs” who had
an inncvative, non-invasive examination
technique calked acoustis emission,
which applies a mechanisal pressurs to
avessel, and monitors the elastic energy
that is released. This ingenious method
detects potential fatigue cracking or
brittlenass in the wekds or on the steel
structure of the wassel This solution
was adopted by the authorities and
incorporated into national regulation by
the French Ministry of Industry for all
manufacturers who deal with ultra-high-
purity gases.

5T'z executives participate in many

industry initiatives:

+ lean-Marc Chéry sits on the boards of
ST-Encsson SA, CATRENE, the Eurcpean
micreekectronics RE&D programme and
AR EBLE [Asscciption for Eurcpean
MancEkctronics Actiitiss)

+ Carrmeke Papa is Chaimman of EPeSS
[Eurcpean Techne gy Platfomn on Srrart
Systerns Integrmtion)

+ Lok Listar i President of Minakaic,
the Gencble asa microekctronics and
applicatione competitvensss cluster

+ Roberto Zafalen is mermber of the steering
cormmittes of ARTEMISIA (Industral
Azzociation of ARTBVIS), 2 Eurcpean
technology pletfomn, of EPeSS and
ARMERS

+ Deminigue Themes, Manc Diaz -Nava,
Maro Maueli, Mauzic Zuffada ars
steering group merrbers in CATRENE

* Gilles Casanova wotks with Eurcpean
Acaderis, Institutes and industrialists
to implement 2 new pan-Eurcpean
intiative, BN 2 (Burcpean Mancekectonic
Infrast nucture for Innovation), inorder to
better addess joint R&D activites

*+ B lin Astier is rmember of the board
of SEMI Eurcpe, a glebal industry
associticn seming the menufacturing
=upph chain for the micre- and renc-
ekectonics industies, and kEads the
coopetation intiative betwesn Grenchle
and Dresden Micmekctronics Clusters

* A in Denielle and Piere Jacquemier
are members of ESW, the Eurcpean

Semicenducter Industry Association and
of WEC Workl Sermicenductor Council

* Pierre Ollivisr contibutes to AFER the

Azzociption Frangaise des Entreprizes

Privées

Gerard Matheron is President of

SITELESC and Vice President for Eucps

of FIEEC (Fedémtion des Industhss

Ekectriques, Eectroniguess et de

Communication). He i alse the Chairrman

of the Board of the Grencble Institut

Maticrnal Pobytechnique, and a support

group member at ABNBAS, ENIAC and

CATRENE

+ Pietro Pakella is & rember of Confindustria

ard Vice President of The Assocition of

Electrical and Electronic Industries

Frangois Guibert, former President of

Eurzpsan Charnber of Cormmrerce in

Singapore, i stil a board rmember;

board rermber of Aliance Frangaize

de Singapour; board member as well

as chairmman of Finance cormmittes of

Econoric Developrment Board, Singapore

+ Olwier Larncurews participates in MEDEF
[Mowerment des Ertreprises de France)
and AFEP (A=scciation Frangaiss des
Ertreprizes privees)

+ 5T also contributes to: the Frarmewerk
Pregrarnme 7 [FPY); the TRE (Industry,
Ressarch and Energyd Cormmittes of
the Eurcpean Padiament activities;
CRSALIME, the Europsan federation of
the natiznal industrial faderatio s

I3
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Partnerships in R&.

& Education

Direct contribution to R&D programes can help ST create
value for its custamens and remain among the industry's micst
innovative companies. Moeover 5T's ability to attract the
vounger generation is animportant indicator of ifs successful
irvolverment in local R&D and acadamic ecaeyeterns.

Why are partnerships in R&D
and education important for ST?

for ST, strategic aliances create many
aopportunities for cross-fartilization and
synergistic ways of working.

In the global semiconductor industry,
resgarch & daveloprment RED) is
arganized in clusters. Corpotate R&D
investments may reach levels of an
avarage of over 20% of turncvar and,

Irvestment in, and partnerships with,
local universities and cther institutions
help to provice sustainable, long-term
engineering and technical resources in
the wicinity of 5T's operations.

ere ey

- France _
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funded projects
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There are five workdwide clustars

that have developed comprehensive

R&D ecosystermns whish include marny
uniersities, engineering schools and
laboratories. To ke efficient, such clusters
nesd to reach a critical size and be linked
through an intelligent cornmunication
networle. 5T leads the French / ltalian
cluster.

In addition to these global clustars,

ST has developed its own B&D clusters
around its major BED kaations: ST
Croles and 5T Grenoble (France),

ST Agrate (taly) and 5T Dehli (ndia).
Thesz clusters correspond tothe 2 main
pillars of ST's BAD strategy kvetaging
technical rescurces (manufacturing,
process B&D and design) that are then
supported by B&D aliances with key
partners.

In addition to developing its ecosystem,
ST ensures the growth of its internal
technical and experts’ population via

a program called "Technical Lackdar”.
Throughout atechnical career path,
specific roognition systems are applied
to strengthen ST's technical capability,
increase innovation and promote
tachnical achisvernent. This promctes
the engagement and retention of our
best technical experts by:

+ promoting a clar technical career path
and liked evolution

+ craating an environment to support and
stirmulate cortinuous shared knowledge
and inncvation

+ providing visibility, recognition and
reward to key technical contributors

Anintegrated program has baen
developad to structure tachnical
specialists’ career paths and technical
cdeveloprnent under the guidance of
tachnical advisory committees. The
program includas aspests sush as
levels of expertise, eligibility criteria, and
anormination process up to company
Fellow.

ST raises young peopks’ emplovability
by providing student access to PhDs,
apprnticeships and internships'
expatisncas around the world, Each year,
hundreds of studerts join ST stes for

a period of between 3 to 8 months for
interns, 1to 2 years for apprantices and
1to 2 years for PhD's, to bring, share
and develop their eas for innovation
within ST,

An award for innovation, the 5T's
Inncvation Cup launched in 2011 in
partnership with French, ltalian and Swiss
universities, is also a further example of
ST's cormmitment to the next generation.

(’jln SMHO, we esructued our dita fo parnarships with e soademic cormunity doing 3 split betwesn e parnerships fo
{manrmon reemsmmh lsbe, lmg tamn eesmnh conrmcts (CFRE, BO), any mesmmh and devwdoprant programs,
e\:,l and thise dedieated 10 eaching programs, intamship programes andrecnitnant

Inereasing the young
generation’s awareness of
science and entrepreneurship

ST participates in various partnarships to
promate technical and scisntific carsars,
inncvation and entrepransurial spirt
armongst young people and students.

Launched in Septarmber 2011, the Global
Enterprise Projgct is a thiee year pan-
Buropean initiative to promote graatar
AWarsnsss amongst voung peopk about
ertraprengurship and globalization.

It is intiated by the European Round
Tabk of Industrialists [ERT), a forum of
about 50 Buropsan industrial aders,
including the President and CEO of
SThiicroekectonics. The program is

et up by the Societal Change Working
Group of ERT which iscurrantly chaired
by 5T. The intiative is supported by
Junior Achisvernent-Young Enterprise
Burope, Butope's largest provicer of
ertrapreneurship adusation programs,
and BEuropean Schoolnet, a natworls of
30 ministries of education.

Throughout the school vear, woung
pecple aged 15 to 18 are given the
apportunity to develop and apply
ertrapreneurial skils. Assisted by their
taachets, the students are exposad

toa variety of learning-by-doing
approaches that include contact time
with professionals and voluntaers from a
tange of industries. They also have the
apportunity to create and run a mini-
cormpany of their cwn, apphing valuable
skils such as tearm-building and business
awarensss ina giobalzed econormy.

A one-day inncration workshop narmed
Global Enterprise Challenge is organized
once ayear, Coached by voluntesrs

Mz Androulla Vegsiliou
European Commissioner for BEducation, Culturs,
Multilingualism, Sport, Media and Youth

frorm industry, students from different
raticnalities overcome language barriers
and cultural differences to sole a spacific
chalenge, designed and prasented by
industry expents. They then present their
finclings in public. This vear's challenge
was hosted in Paris and included €0
secondary school students from 11
oountries.

inGenious is a Buropean coordinating
baody for science, technology, engineeting
and mathernatics, aiming at triggering
woungsters' interast in sciences and
technology to encourage them to join
engineeting schools and engage in
technical carers. inGenious was founded
ki the ERT and Buropean Schoolnet in
December 2011, Based on an innovative
partnership between major Europsan
inclustrial cormpanies and the academic
community, this initistive has the objective
to improve young people's know lkedge

of sckence carmers andto better prepars
thern to join the industry Best practices
are colected and avaluated by the
inGenious partners and tested in 180
pikot schocls befor implkmenting them
actoss 1,000 clhssrooms in 15 Buropsan
countrigs. 5T Crolles (France) collected
and submitted best practices from vanous
kecations, such as High Tech U and ST3s,
the Week: of Industry, From Silicon to Wi,
and The Robaotic Exhibition

For rnove hioeration, see 5T Corpote respansibily repart

SO0, page 2R
For rnore Siomoatio, see 5T Sustahably rapot 5010 pam 37

Teelisve it is irmpportemt to estaldizh the right conditions in school for children
to egoress thelr crectivity, while ot the sarme time confronting thern with
the reclity of the world of work [ o also convinesd thed rmuch needs to

ke done to make science cnd technelogy mere attractive for children by
promoeting, for nstemce, mere pracical experiences, [tis only by combining
entreprensurship education and interaction with kusiness that young people
will develop the practical skills, knowledge cmd atfitudes thet will inspire them
to ke nnovative. We wornt thermn to ke alde o put idecs into practios, to
irmprove thedr local cormmumities, to steot upo o lusiness, to

initicrte cmd implerment an nnovation process at wotk, and soon”




munity

Manoagement
of Sustainability
iNn Supply Chain

5T suppliers and subcontractos are required to commit o ST
and EICC pdicies and standards, comply with legislation and
mest custamer requirameants, This includes managing health,
safety and the environment, along with social and ethics
aspect. These parfnerships contribute to raising the averall
levels of copaate resparsibility across the dectonic industrys

suUpply chaira.,

Why is ST engaging its suppliers
and subcontractors?

Sustainability not only includes managing
the ervironmental and social impacts

of a company's own activities, but also
incorpotatas accountability for the
cohsaguences of its decisions. The
racantly published 150 28000 standard,
Guikdance on Social Responsibility,
emphasizes this point by encouraging
arganizations to examing oparations,
pravent risks, create awarenass, promote
positive actions and build capacity
throughaout their spheres of influence.

Building mutualy beneficial partnerships
with suppliers and subcontractors

is extremaly important to ST to help

us incorporats the latest advances in
process teshnologies that are necessary
to remain cormpetitive. Parnarships ag
also beneficial ways to ensure bbng-term
and reliabk acoess to raw materials

in a very volatile market. 5T has built

a track record of positive engagerment
with suppliers and subcontractors on
environmental, health, safety, social

and ethical topics. We are convinoad
that supply chain pedormance in these
argas is closely linked to ST's cverall
performancs.

A multi-faceted approach

For a large muttinational compsary

like ST, monitoring and improving

the sustainability of supplers and
subcontractors poses a major challenge.
ST procuras materials, goods and
services from thousands of sources
around the workd, managed from both
central organizations and kcal stes.

In cent years, we have worked to
strengthen and develop environment,
heatth, safety and social mouiements for
aur supply chain.

At corporate level, a supply chain team
promotes sustainabilty and develops
long-term relationships by: choosing
suppliers and subcontractors with reliable
social and environmental standards and
practices; assessing risks to ensure ST
busingss sustainability, and apphing
stringent social and environmantal
criteria.

These programe are split into four main
areas:

1/ Social responsibility

Since 2008, 5T has been a member

of the Electronic Industry Citzenship
Cealtion [EICC) and is committad

to deploving the EICC Corporate
Responsibility model throughout its
supply chain. By 2011, mom than 90%
of our main supplisrs and subcortractors
had signed the BICC engagement ketter
(S none detals on page AR,

Theteafter, significant suppliers and
subconttactors ware invited to complets
the EICC online Ssif-Assessmant
Cuestionnaire (3AC). By the end of
2011, 124 3A0s had been completed,
an increase of 25 compared to 2010,
ST compiles detailed analysis of these
assessments and requires suppliers
and subcontractors to address major
nen-conformities with improvement
plan proposas. To gain knowledgs of
tha EICC approach and industry issuss,
100% of suppliers have also been
engaged in speciic e-karning.

Since 2009 we ars pleased to report a
steacly increass in SAC average scores.
The next step of the EICC program

is validatad supplier assessment
through third party audits. By the and
of 2011, twehe of our suppliers and
suboontractors had been audited.

A further critical area of social
responsibility, conflict minerals, is also
covgred by the EICC-Ga3| program.

For o mfarmagion on hizaes, see pages ST

2/ Environment, health and safety

ST requires &l its supplisrs and
subconttactors to comphy with the
banned, exempted and declarable
substances list to ensure our
compliance with all legal and customers'
recuirements  se page 47 We collect and
collate data certificates and Materials
Daclaration forms from suppliers and
subcontractors and use thess to compile
our own product Waterials Declarations.
Thess product chermical dentity cards
ara then provided to our customers so
that they, inturn, are sble to demonstrate
tha compliance of their products, We
alzo carfuly monitor and check the
compliance of our materials supplisrs
and subcontractors to the EU REACH
and cther applicable regulation such as
RoHSim.

1 Restriztion of Hamedous Sabsances, Europesn drecive

an e restrition of the use of vertahn harardes
L F elecirical E i i




We also encourage supplisrs and *
subcortractors to gain certification te

Sus'tcxincxble purchasing

190 14001 for EMAS) and OHEAS 1a001 "att 5T France

to provide evidence of the robustnass
of their environmental, health and safety
management systems.

3/ Risk management

ST has an integrated approach to risk
ertification and mitigation that includes
tisks relating to sustainabilty but also
busingss performance of suppliers and
suboontractors. We want to be sure that
alr suppliers and subcontractors support
sustainable growth for ST, cur employees
and our customers.

To assess busingss continuity risks

in the supply chain, we request our
suppliers and subcontrastors to
provick avidencs of business continuity
planning, including disaster moovery
and contingenacy plans, multi-sourcing
and geographical diversification of
production. In 2011, 95.5% of key
suppliers and subcontrastors had
provided comprehensive responses to
this survey In addition, key supplisrs’
and subcontractors' financial risks are
rmonitored on a monthly basis. At the end
of 2011, 92 2% were classified as ow
risk and 7.2% as madium risk

Cur global risk managemeant approach
cermonstrated ts effectivenzss during the
2011 major natural disasters in Japan
igarthquake and Fulkushima nuckar
disaster)and in Thailand theawy flooding).

4/ Sustainable purchasing
Responsibilty in our supphy chain is

not only about having responsible
suppliers and subcontractors, but also
about being responsible oursahes.

In 2011, 5T launched a Sustainable
Procurement Policy which cutlined our
arbitions to: promote green supplies

for non-rmanufacturing procurements;
reinforce EHS requirerments in facilities
and energy supplies e pee 0 introduce
areen guicklines to promate eco-labels
and green certifications; integrate EHS
indicators (such as GO, emissions,
energy and water consumption, waste
ceneration and safety esults) into

ot sourcing activities and deploy our
Sustainable Purchasing Chartar to ShEs.
The SME Charter is an inttiative from the
French Ministry of Economy, Industry and
Ermpleyrnent and has been endorsed

by marny large French companies.
Signatories pledoe to improve their
relations with suppliers, espedcially with
small and mediurm-szed companies. 5T
has norminated Alain Denielle, Sustainakle
Development Group Vice President,

as the intermal mediator in charge

of faciltating the problm resclution
betwean 5T and its suppliers, when both
parties, e suppliers and purchasing
cepartmant, have aleady attermpted

to rsohe the situation through norrmal
diszussion, without any success.

Fornoe hiEvnmiin on the SUE charer, vistwie 2oom pages

In 2011, ST France was involad in two
major programs linked to our Sustainable
Procurement Policy.

It has baan apilct for the promation

of green procurement of non-
manufacturing itermns that are kess harmful
tothe environment and hurman health,
including criteria such as greenhouss
gas ernissions and water consurmption
during the manufacturing phases, use

of hazardous matarials, recyalability of
products eto. A worlgroup that includes
end-user employess has been working
akngsice ST office materials supplisr
toincreass the percentage of green
products pushased by 3T, For that

we have rationalized the product offer
avallable in the cataleg and at the end

of 2011, we went from 2,000 tems to
650, Cur target now is 1o increase graen
products purchased in France from the
curent kevel of 10% to BD% by the and
of 201 2. Thisinitiative will be extended to
cther Burcpean sites next vear.

ST France has also joined Pacte PME,
an industry-ked initiative to encourags
coopetation betwesn small and rmedium
enterprises (SMES) and big industrial
companies. The objective is to share
good practices, intly build industrial
programs, and propose solutions to
govarnmentsl bodiss that meet the
neads of both small and large entitiss
ST has already pledged to diversity,
extend and increase our coopatation with
innovative SMEs, business organizations
and competitiveness clusters.

+ Ensure 20% of suppliars by
purchasing velurme) ar involved
in the EICC complisnce program
fannually)

+ Ensure none of these supplists are
classified "high risk" based on Seff-
Assassment Quastionnaires (3AQS)

+ Continuously reduce the numbsr
of nen-conformancas arising from
SACs and audits

+ Ensure all of ST's major sites
deply the EICC approach to kaal
supplisrs

+In 2012, deploy the Green
Procurement guidelines in ltaly

+In 2012, deploy the "Charter for
Sustainable Purchasing” to French
supplisrs

+ Promote fair ascess to business
appottunities for Small and
Medliurn-sized Enterprises (SWEs)
by encouraging purchasing
departmeants at French sites to
include SMEs in tencers

* W hawe visibidy for thiee of oor four Frong-end sub

ke ane




Bribery
& Corruption

5T is committed to uphdding and promating the highest
standards of integrity and business conduct acrees ifs glcbal

bueines cpaatiors.

Attaining the highest standards
of integrity and business conduct

We ar committed at the highest level
to fighting all forms of corruption and
to promating the highest standards of
businzss ethics wherever we operate.
This principk applies to all people
working for, and on behalf of, 5T,

5T's Code of Conduct, cur Principlas

for Sustainable Excellence, defines our
cotporate policy on business conduct
and ethics (P11). We have robust
processes in place to ensure that all 3T
emmployess ar awars of thess Standards,
insluding formal signature. rsos

ST provices formal channels for
emmployess and business partners to
raise oonoerns relating 1o aspects of
business conduct; either via an external
arnbudsman of through a confidential
channel diractly to the Corporate Ethics
Comrmittee. Bmplovess are made aware
of thesa via the internat, intranst and
supporting internal communications.
The contact details are also sent to
suppliers on request. All reports recaived
through thess channels are raised at

the Corporate Ethics Commitee and all
valid concerns that fall within scope are
imestigated.

During 2011, 22 casss wers reported
through thess channels resulting in four
imeestigations. Allegations are classified
aosording to 10 categories. The nature
of allegations and imestigations during
2011 included: conflict of interast,
bribery, tong af the top, oode of conduat
interference, discrimination, harassment,
improper use of company assets and
securty. Mot all reported incidents result
in full investigations. The Corporate
Ethics Comrmittee may detarmine that
athorough review or audit wil suffics.
Further concarns are raised through

ather routas, including Corporate emplyees of afictitious organization. As
Security, Hurnan Resources and kcal the situations unfold, trainees are asked
ling managemeant. These are raviewsd to make ethical business decisions. At
and investigated at an appropriate every decision they receive feedback
level There were no epottad cases of which includes important messages.

cortuption during 2011 ¢os: The completion of both courses was

Fegicnal Bthics Cormmittees have baan mandatory for emplovees of job grades
introduced in India, United States and 18 and above with a complketion deadling
Japandorea in order to overses the of danuary 2012, The courses helpad to

implementation of corporate policies and reinforse ST s fundamental values and
to provide local compliance support and responsibilitiss.
mehitoring.

Raising senior management
awareness

Toimprove emplovess’ knowledge of

compliance risks and to better-equip = T“'?“n 7,000 employees in anti-
thern to deal with potential situations, bribary and anti-corruption f&.g
onling training has been given to FCPA, InsnderT_radmg, Code of
employess of b grades 18 and above, Condust, Genflicts of Interest) and
coveting Gonflicts of Interest and reinforog intemal controls
Compliance with the Forsign Corrupt + Communicate updated whistls
Practicas Act (FOPA), 2 US law that blwing channgls to 1,000
prehibits the bribery of foreign officials emploveas in EMEA region in 2012
and establishes cartain accounting and employess from rermaining
recquirarnents: regions in 2013

+ "Avoiding Conflicts of Interest’ presents
several types of conflicts of interest
and how to react when facing thase
situations. It is based on two modules:
Introcduction to Conflicts of Interest and
Maintaining Intagrity. It concludes with
ashort assessment on the concepts
covered in the two modukes

+ 'Compling with the Foreign Corrupt
Practices Act' helps employees
uncerstand the types of activities
prohibited undar the Act. This moduke
axplores the FCPA, the indicators of
potential FOPA viclations and the type
of gifts and entertainment that coukd
violate the Act.

Eazh module contains situations faced by




Reinforcing our risk-
management approach

In 2011, 5T craated a specific Entarprise
Risk: Managerment (ERM) Steering
Committes with the =mit to support the
Strategic Committas in the identification,
assessment and management of risks
and tooversee the company's ERM
processes.

The ravised ERM systam incorporatas all
business functions at every level of the
company.

The ERM Stearing Committes
responsibilities includea:

+ validating the ERM frarnewaork,
guicklines and associated managerment
processes

+ ckfining annual ERM obctives and the
impkmantation schedule

+ validating the corporate ERM reporting
system

+ reviswing outputs of ERM processes

+ ensuring risk management good
practices ars promated and shared
throughout the company

+ supporting managerment in achieving
ERM goals

+ monitoring progress through
management reviews

+ Kentifving and proposing to Strategic
Committes where and how risk
management responsibiities and
activities can be further integrated.

The ERM Cornmittes will slso drive 5T's

alignrment with the nisk managemant

standard, 150 21000 which will provice

a framawaork for the formal monitoring

and ongoing evolution of the ERR

management systems and processes.

eighis = O of bl 5T,

Aliga Grenvills
. ST Chief Compliance Oficer

“Parfar mance with integrity has been a man
staple of the 3T culhure for 25 yveors. 4As the
company contnues o expand i global reach,
wa must be cogrnizant of the comparny's risk
exposure to bribery and corrupton. Froudulent
actvity con be coveart cnd indirect. [tz up to
all of us to work to ensure that we are aware
that these potential risks exist and do all we
ccmn to mitgote tham ™




Sustainability

Awards

January

Carnet Sanitaire award

This vear again, ST Creles (France) has
been awarded with the Carret Sanitaie
labsl by Bumau Ventas, for the healthy
quality of its water and air networks. This
recognizes the woluntary approach taken
by the site to ensure a safe and healthy
workplace by dirminishing riste ezpecially
regarding kegicndla.
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ET Longgang (Chire) has been rewarded
by Lenggang District Gowernment for

its sotial perormance, including its
actions to develop good mhticnships
with employees and avcid any bbor
disputes, to create a strong =snss of
belenging armeng employees, and for
camfully following Chire Labor laws and
regukticns.

Philippines National
Red Cross award

An eleven year ssrvice award was

given by the Philippines Naticnal Fed
Cross to ST Calarmba (Philippines) as
recognition for its continuous support and
patticipation in blood donation act ity

Foxconn Supplier's Energy
Conservation and Greenhouse Gas
Emigsions Reduction contest

ET Eherzhen IChire) won the Foxoonn
Supplier's Erergy Consenation and
Greenhouse Gas Emissions Reduction
contest following the site's audit. This
was due to the site's energy savings
prograns deplyrnent, started in 2010
with such implermentations as high?
low pressure vaguLIm System program,
rmembrane humidifier, new heat exbaust
systers, sto. These instalkbtions have
resulted inannual erergy savings of
32472837 KWH and a reduction in
carbonemission of 2,008 tonnes.

Transportation prize

June

2011
THE COMPUTERWORLD
HONORS PROGRAM
LAUREATE

Computerworkl Honors

and Wall Street Journal
Technology Innovation awards
ST was awarded inthe 2011

Pierre Berquin, product engiresr inthe
Atormctive Products Group Bessarch
and Develeprient Departrrent of

ET Roussst (France), rmceived the
Trarepottation prize fromthe Grencble
Urban Public Traneport Authority for
his inncvative Trevel to City' sclution
az part of the STM22 Open Workl
Design Contest on hurman assistance
applications. 'Travel to City' airs to
help the visually impairsd pecple uss
public trarspo it netwerks.

Computerworkd Honos Progam for

its iNEMO™ (iNErtial MOdulks) srrart
rulti-eenscrtechno ooy, INEMO™ = a
smart combiraticn of multiple MEMS
SENE0IE N 2 unigue inettial reasuernent
unit[IMU}) cormpleted by an embedded
=sensor fusion algorithmthat provides

2D space orientation. This progmm
rewards ST for promcting positive social,
economic and educational change
thiough this technolkoy that provides
advances for a wide rangs of applications,
including heatthcars. Inaddition to the
Computersorkd ecognition, iINEWO™ has
recetved a Wall Strest Joumal Techre logy
Innowvation award.

Alignment Supplier of the Year awand
Hewlkett Packard awardsd 5T Rousset
[France) with the Alignrrert Supplier

of the Year HP Vice Presidents, Meal
Woods and Rick Van Flest, rewarded
ETand Mane-France Flerentin in charge
of the Microcontrollers, Mernories and
Srrarcards Securs Microco rtreller Division
in ST Fousset, for consistently providing
strong suppert to HP through the regular
engagerment of its executive maragement
team

Outstanding Company award

ST Eherzhen IChine) has been awardsd
Outstanding Cormpany by Shenzhen City
Erwirz nrrental Protection Bueau (BPE).
ST Eherzhen has successfully achiswsd
the mguirsments developed by Sherzhen
EFE in driving the city erergy conssnation
prograns aimed at enco uraging
cormpanies to develop energy -saving and
pallutic n-reducing obiectives.




Unitecd Workers of Electrical and
Electronics Industries (UWEEI) 30th
Anniversary Commemorative award
2011

The UWEHB congratulstes companies
that have takena kong-termvisw of their
imestrnent and e-investrrent palicy in
Singapote. ST Front-end Manufacturng
Asia-Pacific (FEM AP) has been
rewarded for its work with the UWEE
on progress e employrment and fair
practices.

November

Sustainability Summit award

Duting the ID WORLD Intematicnal
Congress, Rerato D Stefanc, General
Sewices Director and Energy Manager

in 5T Agrate (ltaly), received the
Sustairability Surnmit award for his
cormitrrent to Sustainable Baslence.
Thiz award has been created to gve
wokee and visibility to the leaders
spearheading adoption of sustainable
technokegy. Over a pencd of 20 vears the
A grate facilities team has mduced the
avemmge energy needed to manufacture a
wafer by 75%.

National Safety and Security Watch
Group award

ET Frent-end Manufactuing Asia-Pacific
[FEM AR receted the Matioral Safety and
Secunty Watch Group award 2011 from
the Singapaore Police and Singapore Civil
Deferse Fores in recognition of sscurity
execizes, tightening of security at their
premizes and the improverrent of their
contingency 1Bsponses

Electronics Day Jutstanding
Achievement award

Dwuring the Electronics Day awards,
Mlessandro Beretta, Water Marager of ST
Agrate (ltaly, received the Ouistanding
Az hiewerrent award for diving the
'Ocean of Crops' projct at ST This
award isassigned fo the persenwhe

has produced the most concrete results
inapphing ervircnmentaly-corscious
strategies for competitiveness. The project
aired at rducing, recveling and reusing
the water used inthe production of
semiconductor chips at its Agrate facility,
The prograr hes wesulted in the moycling
of 45% of the water used at the plant
and inthe reduction of 33% of the water
purrped from the ground.

Gelansk Technical University award
Professor Henryk Krawezyk, the Fector
of Gdarsk University of Techno ooy,
Faculty of Mechanics, awardsd the

gokd medal to ST Warsaw [Polandh

in recognition of its engagement in
educatizn. ST provides evaluation boards
for moter cortio | iINEMO™ and STMZ2
for the use of about B0 students svery
year.

Environmental awards

Jose Alrendras, the Secretary
of the Philippires' Departrrent

of Erergy, awarded 5T Calambsa
[Philippires) with the Outstanding
award for energy management
performmance insaving &, 752 (085
kg of GO, Juan Migusl Cuna
the Dirsctor of the Envire nrnental
Management Bursau, swarded
the site with the Ssal of Approval
for superior ervircnmental
petformmance and continucus
cormplance with emvicnrental
lws, rules and egulsticns.

Safety Milestone Recognition
ET Calarrba (Philippines) and its
=afsty practiticrers, Celso Lopez,
CQuerice Meketa Jr. and Elzabeth
Bercnic, received moognition

frormn the Maticral Departrment of
Labor and Empleyrrent [DOLE

for achieving a safety mikstone of
3,478 306 safe rman-hours in 2070,

Kabalikat Special Citation award

5T Cakmba (Philippires receted the
Kabalikat Special Citation award frorm

the Regicnal Wz luntary Bleod Services
Prograr for its support and contribution in
promcting woluntary blecd donation and its
achisverrent linked to the 1984 Naticral
Blood Sewices Act.

Eruality Mark award

ET Kirkep (Matta) received the
special natioral meognition Bguality
Mark by the hMaltess Naticral
Commission for the Promotion of
Equality at the wok-place. This
award i= furtherexphlined in Glebal
Chversity and Bgual Opportunity
pages.

ET Longgeng (Chine) hes been rewarded
by Sherzhen kcal government for its
performance on health and safety and its
industry accident preventicn.
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Custorrer Social & Ethics / EHS requirements
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Indicators

INndex

The following table shows the cardation between the SIMicrodectronics Sustainability Repaort
and the ten Principles of the Gobal Cormpact, the Glabal Reparting Initictive (GRI] gements and

the 15O 26000 standard.,

GH Indicalrs

21,23 24,29;31-38 310, 311;
313;49,4144.16

Global Compact Principles

| 150 26000 core subjects and issues

2.3 24,2527, 2.5 36, 41-4.3;

45434717, 414417 62
EG1; EC9; LA13; 506, PRI
63,64
LA, L1, LATT, L 2 GL6 647
416,417 623
L3 BGT; GGG 637
LA, Laa 645
L 33 B4 B4 6
4.5 412 i :
L HFS: HAE: HRT: 516 B0T; GGE; GG4; GOS 6310645
67
416,417 BT3ETE
417
HRz: HRT: Phs BT, B2 635,664
EMZ; ENE; ENE; EMEE; ENET, PRI PR3 BGT; GGS; BGCD BE3ET4ETE
ERES; EREFS; PR BT BLA; BED BRAET4RTA
667
The Environrmeant 4.8, BN1; EN2; EN1E; EBN2S 65
EG2: NS, ENTO, ENET; EMDS; 51 BCT; BC3; 609 g
EG2; EGE; EM3; Eb; ENS; ENT LT, BLS; BED 554
EGZ; EGE; EN4; ENG; ENT; EMTE; . .
ENIT; ENES BGT; GGS; GCD 653,655
EMZ; ERER; M LT, BLS; BED 653
413 m e
BN PR3 BGT; GGS; BGCD 653
EE2; EN3; ENT; EM17; ENTS; ENSS:; BGT; GGS; BGCD 653,655
501
The Cornrunity 416;4.17 6668
SO EGT; ECS; EC9; 500 643,655,686 657,659
413
ECO; 505 688
413
501; EC1 .54
4.8, 4.9;412 T
EGE: WA HRZ: PR3 BOT; BGE; GG4; GOS; GOG; B09 665
Gormuption S04 KRS H‘;i;?e T 610 663
210 62
239,312

Additional Indi

E(1; ECE; ECT, LA ; LAZ; LA4; LG
LAT; LATO; LATY ; LA12; L1 3; BN
EM:; EM4; ENS; ENTE; ENI T; NI,
EMAD; EM22; EN23; ENZGEM25;
ENAL; PRS




Evaluating our practices
against ISO 26000

Det Norske Veritos Business Assurance France S AR L. DNV Business Assurancef) hos been
comimissioned by the management of STMicrodectronics NV (the Cormmpany’) to caonduct a
gap analysis on the curent status of the Management of Key Sustainability lssues and how thaey
are infegrated within the aganisafion’s practices In accordance with clause 5.2.2 of the 15O
26000 "Guidance for Social Respaonsibility™

To that respect the scope of work agreed
upon with the Cormpary did include the
following tasks:

+ Review of Principles and Corg
Subjests and how their implementation
contributesto the Company's
Sustainability Strategy and the
achieverment of Sustainability
Objectives;

+Wisits tothree sites (Rousset-France,
Arg Mao Klo-Singapore, huar-
hlalsysia) and interviews with intarnal
stakehokders. Thess vists took place in
April 2012,

As a keading service provider in the
fizkd of sustainability solutions, DNY
Business Assurance promctes the uss
of 150 28000 toward companies willing
to be mote efficiznt in contributing to
Sustainable Developrment.

To facilitate this DNY Busingss Assurance
uses atool that

- Allows stakeholders to share their visws
with the organisation;

- Prornates the importance of
stakeholders' dialogue ;

- Fecognizas the principles of Social
Responsibility,

- Faciltates the review of Core Subpds
=0 as to kentify rekvant issuss;

- Istransparent with regard to the
activities performed, the subjgcts
incluced in the scope of work and

the Stakeholkders invoked and their
contribution to the impreverment of the
MWanagerment of Key Sustainability lssues.

Since the tool is aimed at apphying the
130 28000 standard the reports and
comments mack have to be understood
as opporunities for improvements

inthe way best practices are being
implermantad

During our visits on the Company's

sites we have inferviewed employess

at different levels in the organisation
about their peroeption on the Company's
Strategy and how the Principlks and the
relevant Core Subject of the 130 26000
standard wars being applied in rzlation
tothe Sustainakility Strategy and in the
particular context of the organisation.

Mo interview with Exdernal Stakeholders
was conducted. Parficipation of External
Stakeholders to the definition of the
Company's Sustainabilty Stralegy was
checked through records and docurments
revigw.

As Principal Considerations we can state
that as STMicroekctronics’ Sustainability
Strategy and objectives ars just being
rolled out a particular emphasis was

put on the actual implementation of

the 150 26000 Standard through the
organisation. We found best practices
alrzacky wel implementzad in the fiskls of
Gicvernance, Labour Practices (Health

& Safety issues), The Envircnmant
{managernent of GHG emission);
Custormar lssues and Fair Operating
Practices (anti-corruption practices).

Ointhe other hand it was perceived that
somme actions were implemanted but
neaded strongar internal awarngss to
better follow the guidance provided by
the 130 28000 standard on the Cors
Subjects of Human Rights (particulary
inthe supply chain), The Envirenmant
(Enargy & Water management) and

Fair Dparating Practices (promating
sustainability in the sphare of influsnce).

This decurmnant represents a meaningful
synthasis of the complete report provicded
to SThicreekctionics in April 2012 and

which statesthe robust implermentation
of bast practices for reaching the
Company's Sustainabe Objectives.

We acknowledge the efforts made by
the Management of SThMisroelectronics
to use 190 26000 as a framework: to
integrate social responsibility into their
valugs and practices.

DMV iz not involved in the actual
management of Sustainability lasue

for the organzation. It is kft tothe
responsibility of the organization to
ilentify and implamant opportunities for
improvernent in this domain.

DY Business Assurance exprasshy
disclaims any liabilty or co-responsibiity
for any decision a parson or antity
woukd make based on the content

of this lettar to the Management of
STMicroelectronics MY

With Best Regards.

For DMNY Business Assurance,

Jean-Christophe CARRAL
Glebal Service Besponsible 150 268000

DET NORSKE VERITAS
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Pursuant to the requirements of the Securities Exchange Act of 1934, STMicroelectronics N.V. has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.
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