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Chairman’s Statement (cont’d)

SIGNIFICANT DEVELOPMENT (cont’d)

Carsem Group has now been advised by its lawyers that the ALJ has found
that some but not all of Carsem Group’s devices infringed on Amkor’s patents.
Carsem Group has filed a petition for review by the ITC and the motion to
extend the target date for completion of this investigation by three months
pending ASAT, Inc. subpoena enforcement proceeding (“ASAT Proceeding”).

Carsem Group’s motion is granted to the extent that the target date for
completion of the investigation is extended to a date that is three months after
completion of the pending ASAT Proceeding.

As at the date of this report, the ASAT Proceeding is still pending.

FUTURE AND PROSPECTS

In view of the volatility and challenging business operating environment
ahead, the management is focusing on cost restructuring, implementation of
lean management concept to enhance operational efficiency and cost
management effectiveness to maintain the Group’s competitive edge in the
semiconductor industry.

Barring any unforeseen circumstances, the Board expects the Group to
perform better in the new financial year ending 30 June 2009.

DIVIDEND

The Company had declared and paid a first and second interim dividend of
13 sen per share tax exempt and 24 sen per share tax exempt respectively
during the financial year under review. The Board does not recommend any
final dividend for the financial year ended 30 June 2008.

APPRECIATION

On behalf of the Board, | would like to express my sincere appreciation to
each and every member of the Group for their contribution, commitments and
dedication to the Group.

Our appreciation also goes to our valued customers, business associates,
vendors, financiers, shareholders and the Government for their continuous
support and confidence in the Group.

KWEK LENG SAN
Chairman
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Group Managing Director’s Review (cont’d)

OPERATION REVIEW (cont’d)

| wrote in last year’s report about the price reviews for low margin products, the discontinuation of certain low volume products and
the conversion to more productive equipment. This first phase of Carsem’s cost restructuring has been completed and the second
phase in which all leaded plastic products are to be manufactured using a leadframe design and equipment that are the same
irrespective of the product’s body size and leadcount, is now entering its qualification stage. These products will also be consolidated
at Carsem M’s airport site, leaving the larger Jelapang site to focus on MLP, modules and test.

Dynacraft’s high speed etching lines installed during this past year are now full and plans are in place to add more capacity. The
conversion to Nickel Palladium Gold leadframes has stalled as the high price of gold has caused assembly companies to evaluate
copper as an alternative to gold. However, bonding copper to Nickel Palladium Gold is not easy and still under development.

RESEARCH AND DEVELOPMENT

This past year saw the opening of Carsem’s assembly and test technology centres. The assembly technology centre has been
resourced with equipment to the value of USD7 million and over 100 technologists developing Carsem’s new products and
processes and evaluating new materials. An investment of USD3 million has been made in equipment for the test development
centre to support the development engineers in writing test programmes for the many hundreds of products tested by Carsem.

Carsem'’s copper bonding process is now in production, thanks to the support from our customer, Integrated Device Technology,
and finally receiving attention from other customers.

Research and development efforts are almost entirely focused on the MLP family, modules and test.

OUTLOOK

The challenge for the Group is one of cost and one that can only be addressed by a major business restructure. In the next few
years, the Company is expected to achieve significant cost reduction to maintain its competitiveness. My optimism for the future
remains firm.
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Corporate Social Resposibility

Long before corporate social responsibility as a single concept was promulgated into guidelines for companies to follow, the Group
was well on its journey. Corporate Social Responsibility (CSR) for the Group has always been more than just about community
welfare. It is about having a sustainable business strategy in the face of global demands and challenges. It is also about conducting
business with a conscience - caring for the community, the environment, the customers, employees and stakeholders.

Economic Sustainability

For many years now, the Group has had in place internally generated best practices to ensure the economic sustainability of all
its companies. Some of these best practices are:

> An established Financial Management Discipline intended to drive excellence in financial management with the objective of
preserving and enhancing the quality of business as a going concern.

> An established Enterprise Risk Management structure to ensure that a systematic process and delegation of responsibility is
clearly set out to guide management. The Group sees Enterprise Risk Management as a serious consideration to protect the
company from defaults that could fundamentally damage enterprise value.

> A strict code of business conduct and ethics which the Group abides by in all types of transactions and interactions.

> Public communications, like financial reports, contain disclosures that are fair, accurate, timely and understandable.

> In choosing its directors, the Group seeks individuals of high integrity, have shareholder orientation and a genuine interest in
their respective company’s businesses. They are tasked with the responsibility of exercising their business judgment to act in

what they reasonably believe to be in the best interest of the company and the shareholders they represent.

> The strict practice of responsible selling and marketing of products and services, in a global market that is increasingly becoming
even more aggressive and competitive.
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Corporate Social Resposibility (cont’d)

Social Sustainability

A ITLEY

e Employee Development and Welfare

The Group follows structured development programmes
to help develop both technical and soft skills of
employees.

The Group’s Total Achievers’ Group Programme, initiated
in Fiscal Year 2006/2007, is a structured 10-month
programme to develop managerial talents into future
leaders of the Group. This programme currently involves
36 managers from the various Group companies.

The Group’s Graduate Development Programme aims to identify and develop young graduates into engineering talents to
support the growth of the Group. This programme entails classroom training, on-the-job familiarisation, learning assignments
as well as mentoring.

For the non-executives, various in-house and external programmes were conducted to enhance their technical competencies
as well as supervisory skills in order to develop a competent workforce.

The Group has also embarked on a Quality and Productivity Programme since 1991, with the aim to inculcate a continuous
improvement culture amongst the workforce in the Group. Employees at various levels are trained in using the necessary
problem solving tools as a way of employee development and improvement to their workplace.

e Diversity and Inclusion

The Group develops talent regardless of race, gender or
religious belief. Staff advancement is based on merit and
we believe that it is this variety of persuasions and culture
that fuel creativity, entrepreneurship and openness.

The Group also actively promotes work-life balance
through various sports, family, social events initiatives. In
this regard, various initiatives such as sports activities,
social events and family day, were carried out with the full
support and commitment of the employees throughout the
fiscal year.

e Environmental Preservation

As part of our commitment to our employees and to
society as a whole, we practise environmental
preservation and maintain high standards of
Occupational Society and Health management practices.
Environmental management programmes such as
recycling campaigns, air pollution controls and waste
management programmes are continuously deployed to
achieve the Group’s objectives.

In addition, we conduct regular occupational safety and
awareness programmes for our employees.
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Corporate Social Resposibility (cont’d)

Community Investment

The Group conducts most of its philanthropic activities
through Hong Leong Foundation, the charitable arm of
Hong Leong Group. Since its incorporation in 1992, the
Foundation’s programmes have been funded by the Group
companies’ contributions. The Foundation focuses on
education and community welfare as its key thrusts and
responds to appeals for aid of victims of natural disasters
such as floods, tsunamis and others. Among its focus areas,
education in particular, takes top priority. Indeed, the children
and youth are our future — and one day soon they will be
captains of industries, government leaders and heads of
families nurturing generations to come. We must do as much as we can to ensure they have our full support today.

e Scholarship

The Foundation has, as part of its donation framework, designed a Scholarship Programme to benefit Malaysian students from
low-income families. The Foundation believes that providing scholarships is about providing opportunities — giving deserving
students the chance to have the higher education necessary to become tomorrow’s leaders.

At least one million Ringgit is allocated each year for
scholarship grants for the public for diploma and
undergraduate studies at local universities and selected
institutions of higher learning. Invitations are also
extended to the scholars for industrial training at Group
companies to help ensure that scholars graduate into the
workforce with sufficient knowledge and relevant
experience.

Apart from these, a separate fund is set aside for
scholarship grants for deserving children of Group staff.
Both grants for the public and Group staff’s children are
unconditional.

The Group has been providing on-the-job industrial trainings for students of various technical institutes, colleges and universities
to expose them to real life industrial scenarios and impart to them relevant skills and knowledge. Selected students are given
a three to six-month attachment programme with our factory operation, undergoing various trainings according to the technical
syllabus developed in collaboration with the technical institutes, colleges and universities. The main objective of the programme
is to produce skilled workers that are equipped with employable knowledge and industrial know-how.
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