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1. Corporate overview
1.1. History and development of STMicroelectronics

STMicroelectronics N.V. (“STMicroelectronics” or “ST”) is a global leader in the semiconductor market serving
customers across the spectrum of Sense and Power and Automotive products and Embedded Processing Solutions.
From energy management and savings to trust and data security, from healthcare and wellness to smart consumer
devices, in the home, car and office, at work and at play, ST is found everywhere microelectronics make a positive

and innovative contribution to people’s life.

STMicroelectronics was created in 1987 by the merger of SGS Microelettronica of Italy and Thomson
Semiconducteurs of France. STMicroelectronics has approximately 48,000 employees, operates 12 main
manufacturing sites and has advanced research and development centers and sales offices all around the world. The
Company has its corporate legal seat in The Netherlands. Its corporate headquarters and the headquarters for Europe,
the Middle East and Africa (EMEA) are seated in Geneva. The headquarters for the Americas, Greater China-South
Asia and Japan-Korea are in Coppell, Texas, Shanghai and Tokyo, respectively. Our shares are traded on the New
York Stock Exchange, on Euronext Paris and on Borsa Italiana.

1.2. Strategy & objectives

We finalized our new strategic plan and announced it on December 10, 2012, setting forth our new vision and
strategy, focusing on five growth drivers where ST leads or intends to lead. Our new strategy takes into account the
evolution of the markets we are in and the environment we see in the years ahead. Our new strategy is based on
leadership in our two product segments, which were effective January 1, 2013: (i) Sense & Power and Automotive
Products (“SPA”) comprised of MEMS and Sensors, Power Discrete and Modules, Advanced Analog, Power
Management and Standard ICs, and Automotive products; and (ii) Embedded Processing Solutions (“EPS”) comprised
of General Purpose and Secure MCUs, EEPROMSs, Imaging ICs and Modules, Digital ASICs and Application
Processors and Digital Consumer products. Each segment is supported by a Sales & Marketing organization with a
particular focus on our major accounts, as well as expanding our penetration of the mass market.

Going forward we will focus on five growth drivers: Automotive Products, Application Processors, including Digital
Consumer Products, MEMS and Sensors, Microcontrollers and Smart Power. These product families are expected to
experience solid growth rates and are aligned with our market-leading positions and competitive advantages. Our
innovative products in these areas, combined with our competitive technology and flexible and independent
manufacturing capabilities, bring us even more opportunities to significantly grow and gain market share.

We intend to be more focused, leaner and better positioned to achieve our new financial model. We are targeting an
operating margin of 10% or more. Our ability to meet this financial model is based upon our objective of achieving
solid revenue growth and reducing our quarterly net operating expenses by the beginning of 2014, assuming an
exchange rate of $1.30 per Euro. Our decision to exit and to the consequent break-up of the ST-Ericsson joint venture
is part of our new strategy. We believe that our strong capital structure enables us to operate as a long-term, viable
supplier of semiconductor products and participate as a global leader in the industry.

1.3. Organizational structure
STMicroelectronics is a global independent semiconductor company that designs, develops, manufactures and
markets a broad range of semiconductor integrated circuits (“ICs”) and discrete devices. The Company offers a

diversified product portfolio and develops products for a wide range of market applications, including automotive
products, computer peripherals, telecommunications systems, consumer products, industrial automation and control
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systems. Within its diversified portfolio, the Company is focused on developing products that leverage its
technological strengths in creating customized, system-level solutions with digital and mixed-signal content. We are
organized in a matrix structure to promote revenues, with geographic regions interacting with product divisions, both
supported by shared technology and manufacturing operations and by central functions, designed to enable us to be
closer to our customers and to facilitate communication among the R&D, production, marketing and sales
organizations.

STMicroelectronics Y Semi Annual Report 2013 Corporate Overview 3
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While STMicroelectronics N.V. is the parent company, we also conduct our operations through service activities from
our subsidiaries. We provide certain administrative, human resources, legal, treasury, strategy, manufacturing,
marketing and other overhead services to our consolidated subsidiaries pursuant to service agreements for which we
recover the cost.

Our Consolidated Financial Statements include the ST-Ericsson joint ventures; in particular, we fully consolidate
ST-Ericsson SA and related affiliates (“JVS”), which is owned 50% plus a controlling share by us and is responsible for
the full commercial operations of the Wireless business, primarily sales and marketing. The other joint venture is
focused on fundamental R&D activities. Its parent company is ST-Ericsson AT SA (“JVD”), which is owned 50% plus a
controlling share by Ericsson and is therefore accounted for by us under the equity-method. In March 2013, we signed

a memorandum of understanding with Ericsson describing the principles for the break-up and wind-down of the
ST-Ericsson joint venture whose closing became effective on August 2, 2013. See 2.5 Other developments in 2013.

1.4. Products and activities

We design, develop, manufacture and market a broad range of products used in a wide variety of microelectronic
applications, including telecommunications systems, computer systems, consumer goods, automotive products and
industrial automation and control systems. Our products include discretes, general purpose and secure
microcontrollers, standard commodity components, MEMS and advanced analog products, ASICs (full-custom
devices and semi custom devices) and ASSPs for analog, digital, and mixed signal applications.

On December 10, 2012, we announced our new strategic plan, centered on leadership in Sense and Power and
Automotive Products and in Embedded-Processing Solutions, specifically focusing on five product areas: MEMS and
sensors, smart power, automotive products, microcontrollers, and application processors including digital
consumer. On March 18, we announced an agreement between ST and Ericsson on the way forward for the joint
venture (JV) ST-Ericsson. On August 5, ST announced that it has taken on the existing ST-Ericsson products, other
than LTE multimode thin modems, and related business as well as certain assembly and test facilities and that it had
started the close down of the remaining parts of ST-Ericsson. The formal transfer of the relevant parts of ST-Ericsson
to the parent companies has taken place on August 2, 2013. As announced, ST has assumed approximately 1,000
employees, to support ongoing business and new products development within ST.

1.5. Sales

In 2012, we reorganized our Sales & Marketing organization with the primary objectives of accelerating sales growth
and gaining market share in the market we serve. The changes were designed along three key drivers: strengthening
the effectiveness of the development of our global accounts; boosting demand creation through an enhanced focus on
geographical coverage; and establishing marketing organizations in our regional sales organizations that are fully
aligned with the Product Groups. Following this reorganization, the previous sales organization structured by market
segment was replaced by a new sales organization organized by a combination of country/area coverage and key
accounts coverage. Our Sales & Marketing organization is now structured into six units composed of four regional
sales organizations, EMEA which includes all of Europe, the Middle East and Africa, the Americas, Greater
China-South Asia, and Japan-Korea and two major accounts units, which include Europe Major Accounts and
Americas Major Accounts, for our established global customers, aimed at enhancing the development of our business
relationships with such clients.
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1.6. Research & Development

We believe that market-driven research and development (“R&D”) founded on leading edge products and technologies
is critical to our success. The main R&D challenge we face is continually increasing the functionality, speed and
cost-effectiveness of our semiconductor devices, while ensuring that technological developments translate into
profitable commercial products as quickly as possible.

As a consequence of our new strategy to focus on leadership in Sense & Power and Automotive products (SPA) and
Embedded Processing Solutions (EPS) announced in December, we began to report these two segments as part of our
financial earnings, starting with the first quarter of 2013. The new organizational structure based on these segments is
structured as follows: EPS includes the product groups of Digital Convergence Group (DCG), Imaging, BI-CMOS
ASIC and Silicon Photonics (IBP) and Microcontrollers, Memory & Security (MMS). EPS also includes the
Technology R&D and Front-end Manufacturing supporting the EPS products. This includes the fabs of Crolles1,
Crolles2 and Rousset, along with the advanced CMOS process development. SPA includes the product groups of
Analog & MEMS (AMS), Automotive (APG) and Industrial & Power Discrete (IPD). SPA also contains the
Technology R&D and Front-end Manufacturing supporting the SPA products and includes the fabs of Agrate,
Catania, Singapore and Tours.

We currently own approximately 16,000 patents and pending patent applications, corresponding to approximately
9,000 patent families (each patent family containing all patents originating from the same invention), including 515
original new patent applications filed in 2012.

1.7. Sustainability

STMicroelectronics was one of the first global industrial companies to recognize the importance of environmental

responsibility, its initial efforts beginning in the early 1990s. Since then we have progressively enlarged our scope of

commitments and we now address 22 top sustainability priorities that have been identified as the most significant for

our business success and for our stakeholders’ satisfaction. Today our approach to sustainability is embedded in our
business strategy with objectives in terms of product stewardship, customer satisfaction and innovation management.

Over these past 26 years, we have made remarkable progress in sustainability: we are among the leaders in safety, we

have reduced our water consumption per production unit by 72% compared to 1994, we launched in 2006 a

companywide Health Plan program to provide all our employees with the same access to healthcare and we conduct

Social and Ethics audits to ensure our major sites’ compliance to the Electronic Industry Citizenship Coalition (EICC)
Code of Conduct, to name a few initiatives implemented in the field.

Based on 2012 results, Greenhouse Gas emissions from all ST manufacturing sites have been certified under ISO
14064 standard and three of ST’s Front-end manufacturing sites, Agrate and Catania (Italy) and Rousset (France) have

achieved ISO 50001 (energy management certification).

STMicroelectronics is recognized in sustainability rankings, and is also included in some of the main Sustainability
indices (FTSE4Good, FTSE ECPI index series, ASPI, ECPI and Ethibel).

Our approach to sustainability is expressed at a high level in ST’s Principles for Sustainable Excellence, our business
code of conduct; and in a more operational way, in our Sustainability strategy that is regularly updated to ensure its

alignment with our business and stakeholders’ priorities.

On July 24, 2013, we announced the publication of our 2012 Sustainability Report.
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ST’s sixteenth annual Sustainability report contains comprehensive details of ST s Sustainability strategy, policies and
performance during 2012 and illustrates how the Company’s new Sustainability Strategy, covering its People,
Products, the Environment and the Community, became increasingly embedded throughout the business to create
value for all of its stakeholders.
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2. Report of the Managing Board
2.1. Business overview

The total available market is defined as the “TAM”, while the serviceable available market, the “SAM?”, is defined as the
market for products produced by us (which consists of the TAM and excludes certain product families such as
Microprocessors (“MPUs”), MOS DRAMs, MOS SRAMs, optoelectronics devices, Flash Memories, MOS ROMs and
EPROMs, but includes MOS Other Memory Circuits and Image Sensors).

The semiconductor market continued to be negatively impacted by the difficult conditions in the global economy in
the first quarter of 2013 and then in the second quarter of 2013 registered sequentially a solid growth in demand, while
at the same time, there is still some uncertainty in the market place, in particular in the smartphone market. Based on
the most recently published estimates by WSTS, semiconductor industry revenues increased in the first half of 2013
on a year-over-year basis by approximately 1.5% for the TAM and decreased by approximately 0.6% for the SAM to
reach approximately $145 billion and $86 billion, respectively.

Our first half 2013 revenues amounted to $4,055 million, a 2.6% decrease on a year-over-year basis. This
year-over-year revenues decrease was driven by our EPS segment and was mainly due to the decrease in Wireless.
Compared to the served market, our performance was below the SAM on a year-over-year basis, mainly due to the
Wireless wind down. Excluding Wireless, our sales increased by 2.5% in the first half of 2013 compared to the
corresponding period of 2012.

Our effective average exchange rate for the first half of 2013 was $1.30 for €1.00 compared to $1.32 for €1.00 for the
first half of 2012.

Our first half 2013 gross margin reached 27.7% of revenues, representing a slight decrease of 30 basis points
compared to the prior year period, notwithstanding lower unsaturation charges and manufacturing efficiencies,
principally due to a decrease in the selling prices and a less favorable product mix in comparison with the prior year
period.

Notwithstanding the above, our operating results improved from a loss of $408 million in the prior year to $376
million in the current year, principally due to the charge back to Ericsson of the LTE multimode thin modem
development expenses, the ST-Ericsson restructuring and also benefiting from our cost savings initiatives.

In the first half of 2013, we saw progress towards our objectives of sales growth, gross margin improvement and

expense reduction. Excluding Wireless, our sales increased by 2.5% while the Wireless sales decreased due to an

accelerated decline of ST-Ericsson’s existing product revenues. Our quarterly operating expense run rate continued to
decrease substantially. Our wholly owned business (excluding Wireless product line) sales increase came from growth

in several key product areas including Microcontrollers, Industrial and Power, Automotive and Imaging. These results

were due to both the introduction of new products and the changes we made last year to expand our geographic and

customer coverage, with new major accounts and distributors, with the latter further increasing as a percentage of

sales.

STMicroelectronics Y Semi Annual Report 2013 Report of the Managing Board 6
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2.2. Segment information
We operate in two business areas: Semiconductors and Subsystems.

In the Semiconductors business area, we design, develop, manufacture and market a broad range of products,
including discrete and standard commodity components, application-specific integrated circuits (“ASICs”), full-custom
devices and semi-custom devices and application-specific standard products (“ASSPs”) for analog, digital and
mixed-signal applications. In addition, we further participate in the manufacturing value chain of Smartcard products,
which include the production and sale of both silicon chips and Smartcards.

In the Subsystems business area, we design, develop, manufacture and market subsystems and modules for the
telecommunications, automotive and industrial markets including mobile phone accessories, battery chargers, ISDN
power supplies and in-vehicle equipment for electronic toll payment. Based on its immateriality to our business as a
whole, the Subsystems business area does not meet the requirements for a reportable segment. All the financial values
related to Subsystems including net revenues and related costs, are reported in the segment “Others”.

Effective January 1, 2013, the segment reporting reflects our strategy announced on December 10, 2012. The strategy
takes into account the evolution of the markets we are in and the environment seen in the years to come and is based
on our leadership in two product segments, focusing on five growth drivers: Automotive Products, Application
Processors, including Digital Consumer Products, MEMS and Sensors, Microcontrollers and Smart Power.

The segments are as follows:

. Sense & Power and Automotive Products (SPA), including:
o Automotive (APG);
0 Industrial & Power Discrete (IPD);
0 Analog & MEMS (AMS);
0 Other SPA; and
. Embedded Processing Solutions (EPS), comprised of:
o Digital Convergence Group (DCG);
0 Imaging, BI-CMOS ASIC and Silicon Photonics (IBP);
0 Microcontrollers, Memory & Security (MMS);
0 Wireless (WPS);
0 Other EPS.

In 2013, we revised our results from prior periods in accordance with the new segment structure. The preparation of
segment information based on the current segment structure requires us to make estimates and assumptions in
determining the operating profit (loss) of the segments for the prior reporting periods. We believe that the revised
2012 presentation is consistent with that of 2013 and we use these comparatives when managing our company.

Our principal investment and resource allocation decisions in the semiconductor business area are for expenditures on
R&D and capital investments in front-end and back-end manufacturing facilities. These decisions are not made by
product segments, but on the basis of the semiconductor business area.

For the computation of the segments’ internal financial measurements, we use certain internal rules of allocation for
the costs not directly chargeable to the segments, including cost of sales, selling, general and administrative expenses
and a significant part of research and development expenses. In compliance with our internal policies, certain cost
items are not charged to the segments, including unused capacity charges, impairment, restructuring charges and other
related closure costs including ST-Ericsson plans, certain one-time corporate items, strategic and special R&D
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programs or other corporate-sponsored initiatives, including certain corporate-level operating expenses and certain
other miscellaneous charges. In addition, depreciation and amortization expense is part of the manufacturing costs
allocated to the product segments and is neither identified as part of the inventory variation nor as part of the unused
capacity charges; therefore, it cannot be isolated in the costs of goods sold.

STMicroelectronics Y Semi Annual Report 2013 Report of the Managing Board 7
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2.3. Liquidity and financial position

We maintain a significant cash position and a low debt-to-equity ratio, which provide us with adequate financial
flexibility. As in the past, our cash management policy is to finance our investment needs mainly with net cash
generated from operating activities.

During the first half of 2013, the evolution of our cash flow produced a decrease in our cash and cash equivalents of
$667 million, due to that net cash used in investing activities and financing activities exceeded the net cash from
operating activities. Net cash used for the financing activities mainly included $455 million repayment of the residual
outstanding 2013 Senior Bonds.

The evolution of our cash flow for the comparable periods is set forth below:

(Unaudited)
June 29, June 30,

In millions of USD 2013 2012

Net cash from operating activities 266 498

Net cash used in investing activities 412 ) (358 )
Net cash used in financing activities 493 ) 205 )
Effect of change in exchange rates (28 ) 41 )
Net cash increase (decrease) 667 ) (106 )

Net cash from operating activities

The net cash from operating activities for the first half of 2013 was $266 million, decreasing compared to the prior
year period following the unfavorable changes in assets and liabilities. Net cash from operating activities is the sum of
(1) the net result adjusted for certain non-cash items and (ii) changes in assets and liabilities.

e Net result adjusted for non-cash items generated $244 million of cash during the first half of 2013 compared to $210
million in the prior year period.

eChanges in assets and liabilities generated cash for a total amount of $ 22 million in the first half of 2013, compared
to $288 million in the prior year period. The first half of 2013 changes were represented by a positive trend in all
the components of assets and liabilities except trade receivables, similarly to the prior year. While in the first half of
2012 the main item contributing to favorable change was trade payables for an amount of $285 million, in the first
half of 2013 the positive change in trade payables of $103 million was offset by a negative change in the trade
receivables for an amount of $123 million. Furthermore the first half of 2013 also included an unfavorable net cash
impact of $38 million, deriving from the sales, with no recourse, of trade and other receivables, done by
ST-Ericsson, compared to a favorable impact of $40 million in the first half of 2012.

STMicroelectronics Y Semi Annual Report 2013 Report of the Managing Board 8
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Net cash used in investing activities

Investing activities used $412 million of cash in the first half of 2013, mainly due to investment in intangible and
financial assets for $246 million of which the largest part is due to capitalization of development costs. It is also due to
the payments for tangible assets, partially offset by the net cash from proceeds from the sale and/or redemption of our
marketable securities. Payments for the purchase of tangible assets totaled $233 million, slightly higher compared to
$209 million registered in the prior year period. Investing activity in the first half of 2012 used $358 million of cash
due to payments for intangible and financial assets and tangible assets, as well as payments for purchase of marketable
securities partially offset by proceeds from the sale and/or redemption of current marketable securities.

Net cash used in financing activities

Net cash used in financing activities was $493 million in the first half of 2013 with an increase compared to the $205
million used in the first half of 2012 mainly due to the $455 million repayment of the residual outstanding 2013
Senior Bonds. Moreover, the first half 2013 amount included $23 million as a repayment of long-term debt at maturity
and $164 million as dividends paid to stockholders.

Financial position
As at June 29, 2013, our total financial resources, including cash and cash equivalents, marketable securities,
short-term deposits and restricted cash, amounted to $1,773 million and were comprised mainly of:

L $1,583 million of cash and cash equivalents
° $100 million invested in Aaa U.S. treasury bills,
¢ $89 million invested in senior debt floating rate notes issued by primary financial institutions with a minimum
Moody’s rating of Baal; both the treasury bills and the Floating Rate Notes are reported at fair value, and
o $1 million in short-term deposits.

As at June 29, 2013, the aggregate amount of our interest bearing loans and borrowings, including the current portion,
was $964 million, which included:

. $795 million in European Investment Bank loans (the “EIB Loans”),
. $15 million in other long-term loans
o $5 million in loans from other funding programs,
o $4 million of finance leases liabilities,
o $145 million of short-term borrowings lent by Ericsson to ST-Ericsson.

The EIB Loans represent three long-term amortizing credit facilities as part of R&D funding programs. The first, for
R&D in France, was drawn in U.S. dollars from 2006 to 2008, for a total amount of $341 million, of which $126
million remained outstanding as of June 29, 2013. The second for R&D projects in Italy, was drawn in U.S. dollars in
2008 for a total amount of $380 million, of which $217 million remained outstanding as of June 29, 2013. The third,
signed in 2010 as a €350 million multi-currency loan to support our industrial and R&D programs, was drawn in 2012
mainly in U.S. dollars for an amount of $321 million and only partially in Euros for an amount of €100 million. The
fourth was signed in the first quarter of 2013, as a €350 million multicurrency loan which also supports our R&D
programs; this line is currently undrawn. At June 29, 2013, the amounts available under the short-term lines of credit
were unutilized.

STMicroelectronics Y Semi Annual Report 2013 Report of the Managing Board 9
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Together with Ericsson, we had a committed facility to ST-Ericsson, which was extended at various times and in
December 2012 reached the level of $1.5 billion. In December 2012, the two parents forgave the entire facility. The
parents have agreed to extend funding for the wind down of ST-Ericsson. As of June 29, 2013, the funding provided
by each parent was $145 million.

In March 2006, STMicroelectronics Finance B.V. (“ST BV”), one of our wholly owned subsidiaries issued floating rate
senior bonds with a principal amount of €500 million at an issue price of 99.873% (“2013 Senior Bonds”). The notes,
which matured on March 17, 2013, were paying a coupon rate of the three-month Euribor plus 0.40% on June 17,
September 17, December 17 and March 17 of each year through maturity. We repurchased a portion of our 2013
Senior Bonds: (i) for the amount of $98 million in 2010 and (ii) for the amount of $107 million in 2011. The residual
portion of the floating rate senior bonds outstanding was repaid on March 17, 2013 from available cash.

2.4, Business and financial outlook for 2013

Macro trends remain uncertain but excluding ST-Ericsson, we have seen a progressive improvement in bookings in
the second quarter, although, towards the end of the second quarter, we experienced a softening in the smartphone
market also impacting our products.

We continue to expect the ramp of key products in MEMS, Automotive, Microcontrollers and Imaging in the second
half of this year, which should lead to higher sequential revenue results for both the third and fourth quarters of this
year.

In combination, we expect third quarter net revenues, excluding Wireless product line, to increase about 3.5% at the
mid-point. Including Wireless product line, we expect overall revenues to be about flat sequentially at the mid-point of
our guidance. We again expect significant reductions in our quarterly operating expenses and we are well aligned to
achieve our net operating expenses target in the first quarter of 2014.

As we look ahead, we anticipate progressive improvement in our gross margin. First, with fab utilization at a more
stable and optimal level we plan to continue to grow our business in our targeted growth drivers. Second, we are
focused on better utilizing and optimizing our technology portfolio. Third, we are now in a position to more
aggressively manage our product mix in order to prune lower margin products from our portfolio. To successfully
achieve this, we will make gradual structural changes to our manufacturing footprint to ensure that it matches our
needs, complemented by our foundry sourcing. As a result, we plan to gradually expand 8-inch capacity while
winding down certain 6-inch manufacturing lines in Singapore and Catania, Italy and consolidate our back-end
activities in China to Shenzhen.

Our policy is to modulate our capital spending according to the evolution of the semiconductor market. Based on
current visibility on demand, we anticipate our capex expenditure to be approximately $600 million in 2013, to be
adjusted based on demand thereafter. The most significant of our 2013 capital expenditure projects are expected to
be: (a) for our front-end facilities: (i) in our 300-mm fab in Crolles, technology evolution to consolidate the
capability for 20-nm processes and mix evolution to support the production ramp up of the most advanced
technologies; (ii) a few selective programs of mix evolution, mainly in the area of analog processes and imaging; and
(iii) quality, safety, maintenance, and productivity and cost savings investments in both 150-mm and 200-mm
front-end fabs; (b) for our back-end facilities, capital expenditures will mainly be dedicated to: (i) capacity growth on
certain package families, mainly in the area of microsystems, to sustain market demand; (ii) modernization of
package lines targeting cost savings benefits; and (iii) specific investments in the areas of factory automation, quality,
environment and energy savings; and (c) an overall capacity adjustment in final testing and wafers probing (EWS)
according to changes in demand.
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We will continue to monitor our level of capital spending by taking into consideration factors such as trends in the
semiconductor industry and capacity utilization. We expect to need significant financial resources in the coming years
for capital expenditures and for our investments in manufacturing and R&D. We plan to fund our capital
requirements from cash provided by operating activities, available funds and support from third parties, and may have
recourse to borrowings under available credit lines and, to the extent necessary or attractive based on market
conditions prevailing at the time, the issuance of debt, convertible bonds or additional equity securities. A substantial
deterioration of our economic results, and consequently of our profitability, could generate a deterioration of the cash
generated by our operating activities. Therefore, there can be no assurance that, in future periods, we will generate the
same level of cash as in prior years to fund our capital expenditure plans for expanding/upgrading our production
facilities, our working capital requirements, our R&D and manufacturing costs.
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In support of our R&D activities, we recently signed with the French Government a new funding program called
“Nano02017”, which will provide funding for our activities in the region of Grenoble, subject to regulatory approvals.

We intend to participate in further capital increases of up to €8 million in 3Sun. In addition to that, in case of a
negative evolution of the business, there may be a need to provide additional resources to 3Sun.

Furthermore, as a result of our exit from the ST-Ericsson joint venture, we expect total cash costs net of proceeds,
including covering ST-Ericsson’s ongoing operations during the transition period and restructuring costs related to the
ST-Ericsson wind-down, to be in the range of approximately $300 million to $350 million.

We expect our cash flow will be negative next quarter and we expect to have a positive cash flow in the fourth quarter
based on current market visibility.

We believe that we have the financial resources needed to meet our currently projected business requirements for the
next twelve months, including capital expenditures for our manufacturing activities, working capital requirements,
approved dividend payments and the repayment of our debts in line with their maturity dates.

This outlook is based on an assumed effective currency exchange rate of approximately $1.30 = €1.00 for the 2013
third quarter and includes the impact of existing hedging contracts.

2.5. Other developments in 2013

On March 11, we announced that Mr. Didier Lamouche, Chief Operating Officer, whose operational role was
suspended when he took the assignment as President and Chief Executive Officer at ST-Ericsson in December 2011,
has decided to resign from the company effective March 31, 2013 to pursue other opportunities.

On March 11, we re-asserted our MEMS technology and patent leadership with the filing, by our U.S. subsidiary,
STMicroelectronics, Inc., of a complaint with the United States International Trade Commission (ITC) requesting an
investigation into the alleged infringement of five ST patents covering all of InvenSense, Inc.’s MEMS device
offerings, as well as products from two of InvenSense’s customers, Black and Decker, Inc. and Roku, Inc. As part of
the filing, we requested that the ITC issue an order excluding InvenSense’s infringing gyroscopes and accelerometers,
as well its customers’ products that include those InvenSense devices, from importation into the United States.

On March 18, we and Ericsson announced an agreement to split up our joint venture, ST-Ericsson, that maximizes our
respective future prospects and growth plans. The main steps agreed upon are the following:

eEricsson is taking on the design, development and sales of the LTE multimode thin modem products, including 2G,
3G and 4G multimode;

e We are taking on the existing ST-Ericsson products, other than LTE multimode thin modems, and R&D design
activities in France and Italy, which will be deployed to our product portfolio, as well as certain assembly and test
facilities; and

o The parent companies are starting the close down of the remaining parts of ST-Ericsson.
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The companies have announced that the formal transfer of the relevant parts of ST-Ericsson to the parent companies is
expected to be completed during the third quarter of 2013, subject to regulatory approvals. They have proposed that
Ericsson will assume approximately 1,800 employees and contractors, with the largest concentrations in Sweden,
Germany, India and China and also proposed that we will assume approximately 950 employees, primarily in France
and in Italy, to support ongoing business and new product development within ST. In addition, we signed with
Ericsson funding commitment letters to the residual joint wind-down operations, and indemnity agreement to the
ST-Ericsson directors and officers. We and Ericsson will own equal shares of the residual ST-Ericsson wind-down
scope since we are selling our controlling shares to them. This will enable us to deconsolidate the ST-Ericsson
residual scope. This scope will be governed by a simplified shareholders’ agreement, for the purpose of winding down
all subsidiaries in an orderly and cost-effi