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Christmas Celebration organised by Unisem's Indonesian
Christians employees.

Health & Safety

Unisem places great importance on the welfare, health
and safety of our employees. We regard our employees as
our most valued assets and it is our policy to promote high
safety and health standards in order to provide a safe and
healthy working environment for our employees and the
public.

We conduct our work and maintain our workplace in a
manner consistent with the principles and guidelines in the
Safety and Health Policy.

It is our policy to:

® Promote a conducive environment for persons at work,
which isadapted to their physiological and psychological
needs.

® Promote continual improvement on the standards of
the safety and health.

e Conform to statutory requirement, codes, guidelines
and standard for occupational health and safety and
liaise with all responsible authorities concerning future
development.

® |[nform, instruct and train all employees to help them
develop an understanding of the workplace, its hazards,
and the need to work within established practices.

e Consult with employees on health and safety hazard,
and once identified, on their rectification.

Official Launching of Zero Defects Culture.

e Advise visitors to the Company's premises of any safety
precaution, which are necessary in the areas they are
entering and inform them that they will have to comply
with these requirements.

® Recognise the Company's obligation to consumers
and the public by endeavoring at all times to provide
products, which are safe, if properly used for the purpose
for which they were made.

® |mplement and maintain systems for the management
of all major aspects of occupational health and
safety, including accident reporting, recording and
measurement against objectives.

This is achieved through periodic review of safety and
health system by the management in connection with the
operation, handling, storage and transportation procedures
relating to all employees.

The Company has an in-house clinic with full-time industrial
nurses to provide medical consultation and treatment for
its employees. Talks on safety and health issue and health
screening for employees and their family members are also
conducted.

In November 2007, the Company together with the medical
staff from Kinta Health Office, Batu Gajah, Perak organised
a health exhibition and HIV screening such as blood test,
Body Mass Index (BMI) and blood pressure for all employees
of the Company to create awareness and understanding of
the certain diseases such as tuberculosis and precaution
and prevention of such diseases.
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Corporate Social Responsibility Report (Cont’d)

1. Environment

Unisem's packaging and test operations
are subject to regulatory requirements
and potential liabilities arising under laws
and regulations of the country where
its facilities may be, governing among
other things: air quality; emissions;
wastewater discharge; waste storage,
treatment and disposal; and remediation
of releases of hazardous materials.

Unisem has an environmental
management system to measure its
environmental  performance  through
periodic monitoring on the emission
of pollutants. In addition, waste and
chemical management system are put
in place to ensure that the environment
are being protected. We treat most
of the pollutants on-site with our
wastewater treatment plant and send
other waste substances (such as waste oil,
spent solvent and metal hydroxide
sludge) to government-licensed waste
disposal units or specialist contractors.
Any hazardous materials stored on-
site are stored in the chemical store
(which includes a flame-proof room
for flammable materials) separate
from the manufacturing plant. The
Company is also subject to reqular
review by the Department of Environment
of its wastewater discharge and air
emissions. The Company believes that
it is in compliance with all applicable
environmental laws and regulations.
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All of Unisem sites are ISO 14001 certified. Annual environmental audits covering,
among other things, noise levels, levels of employees' exposure to hazardous substances,
air emissions, wastewater discharge quality and radiation are conducted.

Resource Conservation

We have systems in place to measure, benchmark, monitor and set targets for
improvements in energy consumption, water consumption, waste production and other

Greenhouse gases.

We have carried out the following programmes to reduce the impact to its
surrounding environment:

* Energy savings programme to reduce electricity usage.

e Water recycling programme to reduce water usage by recycling the water used by
production.

e Shipping tubes recycling programme to reduce usage of new shipping tubes.
®  Paper recycling programme to reduce the amount of papers used.

Product Ecology

Materials

Each of Unisem sites has achieved the third party certification to the Sony Green Partner
certification. Unisem is compliant to the European Union Restriction of Hazardous
Substances (RoHS) Directive, which sets limitations on the use of six materials (harzadous
substances), including lead.
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Corporate Social Responsibility Report (Cont’d)

I1l. Community

Education

Every vyear, the Company takes on
industrial trainees and provide them
placement in various functions such as
Assembly, Final Test, Quality Assurance,
Engineering,  Maintenance,  Finance,
Management  Information  Systems
and Human Resources. In additional to
earning some daily allowance, trainees
are provided with opportunity in
associating their academic learning with
on-the-job training.

In 2007, the Company has taken in a
total of 83 students from various local
polytechnics and universities in Malaysia
as trainees, of which 89% are pursuing
Electronic and Electrical courses and
1% are from Business/Information
Technology.

Direct Employee Involvement

The Company's employees get involved
in the local community. We organise
visits to orphanages and homes for the
elderly in conjunction of the local festive
celebration. Typically, a half-day is
spent at the homes and the Company's
employees entertain, socialise and present
gifts to the residents of the homes.

In February 2007, the Company visited
the old folks home at Lucky Village
Home, Jalan Gopeng, Ipoh, Perak. Kitchen
supplies and mineral water were donated
to the old folks home.
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To meet its social responsibilities to the community in a fair and
consistent manner, the Company has certain donation programmes
aimed at supporting organisations and institutions involved in health
and welfare, education, culture, recreation and civic activities designed
to enhance quality of life. These donation programmes will be reviewed
annually to ensure that distribution of corporate contributions
continues to effectively address the community's changing needs.

Our objectives are three-fold:-

1. Be recognised as a responsible corporate citizen that reinvests in the
society and communities it operates in;

g

Promote recognition and awareness of the less fortunate in the
community; and

w

. Support programmes that promote the well being of the community
in general and of our employees living in the community.



Requests for donations are considered from national organisations and institutions, and
from those operating locally in Perak where the plant is situated. The corporate office in
Kuala Lumpur will handle all donations, national and local.

Community organisations or activities in which our employees are involved will be given
special consideration. In addition, projects that support our business objectives and/or
enhance our visibility in the community are given particular attention.

In 2007, Unisem made donations to the following organisations:

Hospis Malaysia, Kuala Lumpur

Mount Miriam Hospital Cancer Centre, Tanjung Bungah, Penang

National Kidney Foundation, Kuala Lumpur

Negeri Sembilan Chinese Maternity Hospital Medical Centre, Seremban

Pusat Harian Kanak-kanak Spastik Ipoh, Ipoh, Perak

Riding For The Disabled Association Malaysia, Kuala Lumpur

Rose Virginie Good Shepherd Centre, Ipoh, Perak

Selangor and Federal Territory Association For The Retarded Children, Selangor
Tabung Pembinaan Christian Community Centre, Sungai Ara, Penang

Unisem Charity visit to Lucky Village Home, annual report 2007
Jalan Gopeng, Ipoh.



The Board of Directors supports the objectives of the Malaysian Code on Corporate Governance (“the Code") and also
acknowledges its role in protecting and enhancing shareholders' value. The Directors believe that good corporate governance
results in quantifiable long-term success and creation of long-term shareholders' value as well as benefits for all other
stakeholders. Hence, the Board affirms its policy of adhering to the spirit of the Code.

The Company has complied with the Best Practices of Corporate Governance as set out in the Code throughout the financial
year ended 31 December 2007. Set out below is a description of how the Company has applied the Principles of Corporate
Governance as set out in the Code throughout the financial year ended 31 December 2007.

PRINCIPLES OF CORPORATE GOVERNANCE
1. THE BOARD OF DIRECTORS

The Board of Directors (the “Board”) has the overall responsibility for the performance of the Group by maintaining full
and effective control over strategic, financial, operational, compliance and governance issues. There are no changes in
the composition of the Board of Directors for the financial year ended 31 December 2007 except for the appointment
of Mr Bruno Guilmart as executive director of the Company on 2 August 2007. Presently, there are 10 Board members
in Unisem (M) Berhad comprising 4 executive directors and 6 non-executive directors. Out of the 6 non-executive
directors, 3 are independent directors. The members of the Board possess a wealth of experience in the semiconductor
and other industries. 5 members have been with the Company for more than 15 years. The profiles of the Directors are
provided in pages 33 to 38 of the Annual Report. All these skills and experience enable the Board to effectively lead
and control the Company.

Other than the 3 representatives of the major shareholder, the Board consists of a number of Directors which fairly
reflects the investment in the Company by shareholders other than the major shareholder. Due to the active participation
of all the Directors including the 3 independent directors, no individual or small group of individuals can dominate the
Board's decision making process.

Board Meetings

A total of seven Board meetings were held during the financial year ended 31 December 2007. The attendance of each
Director to the Board meetings held during the year are summarised as follows:-

Mr John Chia Sin Tet 7/7
Mr Bruno Guilmart (Appointed on 2 August 2007) 2(7
Mr Ang Chye Hock 7(7
Mr Francis Chia Mong Tet 77
Y.Bhg. Prof. Tan Sri Dato' Dr. Mohd. Rashdan bin Haji Baba 7(7
Y.Bhg. Tan Sri Dato' Samshuri bin Arshad 7[7
Y.Bhg. Tan Sri Dato’ Wong See Wah 7[7
Mr Yen Woon @ Low Sau Chee 77
Mr Sundra Moorthi s/o V.M. Krishnasamy 77
Mr Tee Yee Loh 6/7
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All the directors have complied with the minimum 50% attendance requirement in respect of Board meetings as
stipulated by the Listing Requirements of the Bursa Malaysia Securities Berhad (“Bursa Securities").

The Board has committed to meet at least four times in a financial year, usually at the end of each financial quarter
before the quarterly announcement to the Exchange. Board meetings are convened as and when the need arises.

During the financial year, the Board also resolved and approved the Company's matters through circular resolutions.
Board members are provided sufficient detailed information for approvals via circular resolutions and are given full
access to senior management to clarify any matters arising. These circular resolutions related mainly to procedural or
administrative matters previously deliberated at a Board meeting.

Supply of Information

At least 7 days prior to Board meetings, all Directors are provided with the necessary information which often
includes the monthly management accounts, manufacturing performance and marketing reports, annual budget and
business plans, updates on statutory requlations and requirements and other administrative matters. This is to enable
the Directors to participate actively in the overall management of the Company and to discharge their duties and
responsibilities.

The Directors have access to the advice and services of the Company Secretaries and other professionals so as to ensure
that Board meeting procedures are followed and that applicable rules and regulations are complied with.

The Memorandum and Articles of Association of the Company provide for the Chairman to have the casting vote in the
event of an equality of votes arising over an issue in question.

Appointment and Re-election of Directors

In accordance with the Memorandum and Articles of Association of the Company, one-third of the Directors retire from
office every year at the Annual General Meeting and subsequently offer themselves for re-election. Directors who are
appointed by the Board are subject to election by the shareholders at the Annual General Meeting held following their
appointments.

Executive Committee

The Executive Committee was established in August 2007. The charter and the composition of the Executive Committee
are as follow:-

Charter

The Executive Committee is empowered and responsible for implementing the strategies approved by the Board and
for managing the affairs of the Group.

The charter of the Executive Committee encompasses:-

e corporate strategy development;

® approving major plans of action and policies and procedures; and
e the monitoring of operational performance.

This includes identifying risks which impact on the Group's sustainability and monitoring risk management and internal
controls, corporate governance, business plans, key performance indicators, including non-financial indicators and
annual budgets. It monitors major capital expenditures, acquisitions and disposals and any other matters that are
defined as material.
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Composition

The Executive Committee is chaired by the Group Managing Director. Membership of the Executive Committee includes
1) Group Managing Director, (2) Group Chief Executive Officer (“Group CEQ"), (3) Group Chief Operating Officer (“Group
C00") and (4) Group Finance.

The Executive Committee comprises of the following Directors:-

Mr John Chia Sin Tet (Group Managing Director) (Chairman)
Mr Bruno Guilmart (Group CEO)

Mr Ang Chye Hock (Group C0O0)

Mr Francis Chia Mong Tet (Group Finance)

Hwnh -

Nomination Committee

The Nomination Committee was established in December 2001. There were three meetings held during the financial

year ended 31 December 2007. It consists of wholly Non-Executive Directors, of whom are also independent directors.

The Nomination Committee is empowered with the following specific tasks:-

° recommend candidates to the Board for directorships;

° consider, in making its recommendations, the candidates’ skills, knowledge, expertise, experience, professionalism
and integrity and evaluate the candidates' ability to discharge responsibilities/functions for the position of

independent directors;

° assess the effectiveness of the Board as a whole and the committees of the Board, and the contribution of each
individual Director;

° consider, in making recommendations, candidates proposed by the Group Managing Director for directorships,
nomination by any senior executive, Director or shareholder; and

° recommend to the Board, Directors to fill the seats on board committees.
The Nomination Committee comprises of the following Directors:-

1. Y.Bhg. Prof. Tan Sri Dato' Dr. Mohd. Rashdan bin Haji Baba (Chairman)

2. Y.Bhg. Tan Sri Dato’ Samshuri bin Arshad

3. Y.Bhg. Tan Sri Dato' Wong See Wah

The Board, through the Nomination Committee, reviews annually its required mix of skills and experience and other
qualities, including core competencies which Non-Executive Directors should bring to the Board.

Directors’ Training
As an integral element of the process of appointing new Directors, the Nomination Committee ensures that new

recruits to the Board are provided appropriate orientation and education programme. The training needs of Directors
are reviewed on a regular basis.
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All Directors have attended and successfully completed the Mandatory Accreditation Programme ("MAP") organised by
Research Institute of Investment Analysts Malaysia (now known as Bursatra Sdn Bhd).

Set out below are the courses attended by all directors:-

Date of Training Type of Training Attended by

23 to 24 October 2007 MAP for Directors of Public Listed 1) Mr Bruno Guilmart
Companies
31 October 2007 In-House Directors' Training Programmes 1)  Mr John Chia Sin Tet
include: 2)  Mr Bruno Guilmart
e Controversies in financial reporting in 3)  Mr Ang Chye Hock
Malaysia 4)  Mr Francis Chia Mong Tet
® Highlights on changes to disclosure of 5)  Y.Bhg. Prof. Tan Sri Dato' Dr. Mohd.
directors' interest, directors’ powers and Rashdan bin Haji Baba
fiduciary duties, transactions and 6)  Y.Bhg. Tan Sri Dato' Samshuri bin
arrangements under the Companies Arshad
(Amendment) Act 2007 with effect from 7)  Y.Bhg. Tan Sri Dato’ Wong See
15 August 2007 Wah
e Directors' and officers' liabilities 8)  Mr Yen Woon @ Low Sau Chee

9)  Mr Sundra Moorthi sfo V.M.
Krishnasamy

10) Mr Tee Yee Loh

11)  Mr Chua Khing Chiew

10 December 2007 Adopting Corporate Social Responsibility 1) Y.Bhg. Tan Sri Dato' Samshuri bin
Initiatives Arshad

The Directors will continue to attend other relevant training programmes as may be determined by the Board to
keep themselves abreast with the latest developments in the securities industry, particularly in areas of corporate
governance and regulatory changes.

DIRECTORS' REMUNERATION
The Board as a whole determines the remuneration of each Director. The Executive Directors do not participate in
decisions regarding their own remuneration packages. Directors' fees are disclosed in the annual report and approved

by the shareholders at the Annual General Meeting.

Aggregate remuneration of the 4 Executive Directors and 6 Non-Executive Directors during the financial year ended 31
December 2007 can be categorised into the following components:

Category Director's Salaries Bonus Others Total
Fees (RM) (GLY)] (RM) (RM)
(RM)

Executive Director 596,333 3,821,037 2,852,120 870,076 8,139,566
Non-Executive Director 922,500 - - 6,138 928,638
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Statement on Corporate Governance (Cont’d)

Directors' remunerations are broadly categorised into the following bands:

Number of Directors
Range of remuneration

Below RM50,000

RM50,001 to RM 100,000 - =
RM100,001 to RM150,000 - 3
RM150,001 to RM200,000 - 3
RM200,001 to RM 1,200,000 = =

RM1,200,001 to RM1,250,000 1

RM1,250,001 to RM1,500,000 = =
RM1,500,001 to RM 1,550,000 1 =
RM1,550,001 to RM 1,950,000 = =
RM1,950,001 to RM2,000,000 1 =
RM2,000,001 to RM3,400,000 = =
RM3,400,001 to RM3,450,000 1 -

Remuneration Committee

The remuneration committee was formed in December 2001, had two meetings held during the financial year
ended 31 December 2007. It consists of mainly Non-Executive Directors and is responsible for setting the policy
framework and for making recommendations to the Board on all elements of the remuneration and other terms of
employment of Executive Directors and top management.

The following Directors sit on the Remuneration Committee:

Mr John Chia Sin Tet (Chairman)

Mr Ang Chye Hock

Mr Yen Woon @ Low Sau Chee

Mr Sundra Moorthi sfo V.M. Krishnasamy
Mr Tee Yee Loh

SAE S

Executive Directors will abstain from the deliberations and voting decisions in respect of his remuneration. Non-
Executive Directors' remuneration will be a matter to be decided by the Board as a whole with the Director concerned
abstaining from deliberations and voting decisions in respect of his individual remuneration. An Executive Director
plays no part in decisions on his own remuneration. The determination of remuneration packages of Non-Executive
Directors, is a matter for the Board as a whole.

3. SHAREHOLDERS

The Company aims to keep its shareholders and interested public informed of the developments and performances of
the Company and the industry, through the following channel of communications:

e timely quarterly results announcements and various disclosures and announcements made to the Exchange and
posted on the Company's website at www.unisemgroup.com;

e quarterly analyst briefing after release of the quarterly financial results;
e plant visits, discussions or telephone conference with fund managers and analysts at their request;
® participate in investors conferences organised by local and international stockbroking houses;
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e (distribution of annual reports and circulars to shareholders;
® meeting with shareholders at general meetings;
® meeting with members of the press after general meetings.

We encourage all shareholders to attend the Company's Annual General Meeting and to participate in the proceedings.
Shareholders are given the opportunity to ask questions on the business and financial performance of the Company.
Notices of Annual and Extraordinary General Meetings of the Company and related papers are distributed to shareholders
within a reasonable and sufficient time frame. Adequate time is given during the Annual and Extraordinary General
Meetings to allow shareholders to seek clarifications or ask questions on pertinent and relevant matters.

The Company values dialogues with its shareholders, potential investors, institutional investors and analysts and is
willing to explain or further clarify any information already disclosed in its annual report or Bursa Securities
announcement. The Board has also identified Y.Bhg. Prof. Tan Sri Dato' Dr. Mohd. Rashdan bin Haji Baba, a senior
independent director, to answer any queries or clarify any matters concerning the Company. Y.Bhg. Prof. Tan Sri Dato'
Dr. Mohd. Rashdan can be contacted at the following correspondence address:

Letter Box #95

9™ Floor UBN Tower
10 Jalan P Ramlee
50250 Kuala Lumpur

Tel : (603) 2072 3760
Fax: (603) 2072 4018

ACCOUNTABILITY AND AUDIT

Financial Reporting

The Board aims to present a balanced, clear and meaningful assessment of the Company's financial positions and
prospects in all their reports to the shareholders, investors and regulatory authorities. This assessment is primarily

provided in the Annual Report through the Chairman’s Statement and the audited financial statements.

The quarterly results announcements also reflect the Board's commitment to give regular updated assessments on the
Company's performance.

Internal Control

The Board acknowledges that it is responsible for maintaining a system of internal controls, which provides reasonable
assessment of effective and efficient operations, internal financial controls and compliance with laws and regulations
as well as with internal procedures and guidelines, to safequard the shareholders' investment and the Company's
assets.

Key elements of the Company's systems of internal control are:
e  Operations Manuals and Guidelines issued and updated from time to time;

° Monitoring of monthly results against the comprehensive annual budgets and business plans prepared by the
business units; and

° Regular internal audit on the business units by in-house internal audit department together with the external
auditors' reports provide reasonable assurance to the Board that the internal control system of the Company and
its subsidiaries are properly in place.
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The Company's operations involve the acceptance and management of a wide range of risks. The nature of these risks
means that events may occur which could give rise to unanticipated or unavoidable losses. The Company's systems of
internal controls are designed to provide reasonable but not absolute assurance against the risks of material errors,
fraud or losses occurring. It is possible that internal control may be circumvented or overridden. Furthermore, because
of changing circumstances and conditions, the effectiveness of an internal control system may vary over time. The
rationale of the system of internal controls is to enable the Company to achieve its corporate objectives within an
acceptable risk profile and cannot be expected to eliminate all risks.

The Statement on Internal Control are set out on pages 31 to 32 of the Annual Report provides an overview of the state
of internal control of the Company.

Relationship with the external auditors
The Company has through the Audit Committee established a transparent and appropriate relationship with the
external auditors. The role of the Audit Committee in connection with its relationship with the external auditors is
demonstrated in the Audit Committee Report under “Specific Duties" and “Activities of the Audit Committee” stated
on pages 27 to 29 of the Annual Report.
Directors’ Responsibility Statement on Annual Audited Financial Statements
The Directors are responsible for preparing the annual audited financial statements and the Board ensures that the
financial statements and other financial reports of the Company are prepared in accordance with the applicable
approved accounting standards in Malaysia and the provisions of the Companies Act, 1965.

ADDITIONAL COMPLIANCE INFORMATION

To comply with the Bursa Securities Listing Requirements, the following additional information is provided:-

During the financial year under review,

(i) Share buybacks
The Company does not have a share buyback programme in place.

(ii) Issue of shares
The Company issued and allotted 24,516,124 new ordinary shares of RM0.50 each pursuant to the conversion of
US$12,000,000 principal amount of the US$150,000,000 nominal value Guaranteed Convertible Bonds through its
wholly-owned subsidiary, Unisem International (Labuan) Limited.

(iii) Options, warrants or convertible securities
The Company did not issue any options, warrants or convertible securities.

(iv) Options offered and exercised by Non-Executive Directors
There were no options offered to and exercised by the non-executive directors during the financial year.

(v) American Depository Receipt (ADR) or Global Depository Receipt (GDR) programme

The Company does not have an ADR or GDR programme in place.
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(vi) Imposition of sanctions/penalties

There were no sanctions and/or penalties imposed on the Company or its subsidiaries, Directors or management by the
relevant regulatory bodies.

(vii) Non-audit fees

The amount of non-audit fees incurred for services rendered to the Company and its subsidiaries for the financial year
by the Company's auditors amounted to RM374,221.

(viii) Profit estimate, forecast or projection

There were no profit estimates, forecasts or projections or unaudited results released which differ by 10 per cent or
more from the audited results.

(ix) Profit guarantee
There were no profit guarantees given in respect of the Company.
(x) Material contracts or loans involving Directors or Major Shareholders

There were no material contracts or loans between the Company and its subsidiaries that involve Directors' or major
shareholders' interests.

(xi) Aggregate value of recurrent related party transactions conducted pursuant to shareholders’ mandate
There were no recurrent related party transactions conducted pursuant to shareholders’ mandate.
Please refer to Note [19] under Notes to the Financial Statements for additional information.

(xii) Revaluation policy on landed properties

The Company does not have a revaluation policy on landed properties.
BEST PRACTICES OF CORPORATE GOVERNANCE

The Company has complied with the Best Practices of Corporate Governance as set out in the Code throughout the financial
year ended 31 December 2007 with the exception of the following:

° At Unisem, the roles of the Chairman and Group Managing Director are combined. The Chairman/Group Managing
Director is primarily responsible for the effective functioning of the Board and related corporate affairs and for
formulating general Company policies and making strategic business decisions sanctioned by the Board of Directors.
He is supported by the 3 Executive Directors who are responsible for the execution of these decisions and policies and
the day-to-day operations of the Group. Hence, there is a clear and defined division of responsibilities between the
Chairman/Group Managing Director, and the Executive Directors of the Company. The presence of the non-executive
directors and the independent directors on the Board, ensures that no individual has unrestricted power or influence over
any board decision. The practice of a combined role of a Chairman and Chief Executive is common in the semiconductor
industry and among multinational corporations.

° The Audit Committee of the Company consists of 3 independent directors, 1 executive director and 1 non-executive
director. Currently, the executive director is the only director who is a member of the Malaysian Institute of Accountant

as required under the Listing Requirements of Bursa Securities.
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Audit Committee Report

MEMBERS OF THE AUDIT COMMITTEE

The Audit Committee consists of:-

Name __ ___________|Designation| __Directorship

Y.Bhg. Prof. Tan Sri Dato' Dr. Mohd. Rashdan bin Haji Baba Chairman Independent Director
Y.Bhg. Tan Sri Dato’ Samshuri bin Arshad Member Independent Director
Y.Bhg. Tan Sri Dato' Wong See Wah Member Independent Director
Mr Francis Chia Mong Tet Member Executive Director
Mr Sundra Moorthi sfo V.M. Krishnasamy (Appointed on 1 November 2007) Member Non-Executive Director
MEETINGS AND ATTENDANCE

During the financial year ended 31 December 2007, the Committee held six meetings. The details of attendance of the
Committee members are as follows:-

Name of Committee Member Number of meetings attended

Y.Bhg. Prof. Tan Sri Dato’ Dr. Mohd. Rashdan bin Haji Baba 6/6
Y.Bhg. Tan Sri Dato' Samshuri bin Arshad 6/6
Y.Bhg. Tan Sri Dato' Wong See Wah 6/6
Mr Francis Chia Mong Tet 6/6
Mr Sundra Moorthi s/o V.M. Krishnasamy (Appointed on 1 November 2007) 1/6

TERMS OF REFERENCE
1.  Composition
a.  The Committee shall be appointed by the Board from amongst the Directors and shall consist of no fewer than

three (3) members.

b.  The majority of the members including the Chairman of the Committee shall be Independent Directors as defined
in Chapter 1 of the Listing Requirements of the Bursa Malaysia Securities Berhad ("Bursa Securities”).

c.  The members of the Committee shall elect a Chairman from amongst their number.

d.  The Committee shall include at least one person who is a member of the Malaysian Institute of Accountants or
who must have at least 3 years' working experience and have passed the examinations specified in Part | of the
1st Schedule of the Accountants Act, 1967 or is a member of one of the associations of accountants specified in
Part Il of the 1st Schedule of the Accountants Act, 1967.

e.  No alternate Directors shall be appointed as a member of the Committee.

f. If a member of an Audit Committee resigns, dies or for any other reason ceases to be a member with the
result that the number of members is reduced below three (3), the Board shall, within three (3) months of that
event, appoint such number of new members as may be required to make up the minimum number of three (3)
members.

g.  All members of the Committee shall be financially literate.
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Authority

a.  The Audit Committee shall be granted the authority to investigate any activity of the Company and its subsidiaries
and all employees shall be directed to co-operate as requested by members of the Committee.

b.  The Committee shall be empowered to retain persons having special competence as necessary to assist the
Committee in fulfilling its responsibilities.

Responsibilities

a.  The Audit Committee shall serve as a focal point for communications between Non-Committee Directors, the
external auditors, internal auditors and the management, as their duties relate to financial accounting, reporting
and controls.

b.  The Audit Committee shall assist the Board of Directors in fulfilling its fiduciary responsibilities as to accounting
policies and reporting practices of the Company and its subsidiaries and the sufficiency of auditing relating
thereto.

c.  The Audit Committee shall be the Board's principal agent in assuring the independence of the Company's external
auditors, the integrity of management, and the adequacy of disclosures to stockholders. The opportunity for the
external auditors to meet with the entire Board of Directors as needed is not to be restricted, however.

d.  The Chairman of the Audit Committee shall engage on a continuous basis with senior management such as the
chairman, the chief executive officer, the finance director, the head of internal audit and the external auditors in
order to keep informed of matters affecting the Company.

Meeting
a. The Audit Committee shall meet at least three (3) times per year, and as many times as the Committee deems
necessary.

b.  The quorum for the Audit Committee shall be two (2) members, the majority of whom must be Independent
Directors.

c.  As necessary or desirable, the Chairman may request that members of management, the internal auditors and
representatives of the external auditors be present at meetings of the Committee.

d.  The Audit Committee shall meet with the external auditors without executive board members present at least
twice a year.

e.  The Company Secretary of the Company shall be present at all meetings to record minutes.

f. Minutes of each meeting shall be prepared and sent to Committee members, and the Company's Directors who
are not members of the Committee. A copy of the minutes shall be filed with the Company.

Specific Duties

The Audit Committee shall be guided by Chapter 15 Part C of the Bursa Securities Listing Requirements and in particular
shall:-

a. Inform the external auditors, the internal auditors and management that the external auditors, internal auditors
and the Committee may communicate with each other at all times and the external auditors and internal auditors
have the right to appear and be heard at any meeting of the Committee and shall appear before the Committee
when required to do so by the Committee; and the Committee Chairman may call a meeting whenever he deems
it necessary or upon the request of the external auditors or internal auditors.
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b.  Review with the management, external auditors and the internal auditors, the Company's general policies and
procedures to reasonably assure the adequacy of internal accounting and financial reporting controls.

c.  Have familiarity, through the individual efforts of its members, with the accounting and reporting principles
and practices applied by the Company in preparing its financial statements. Further, the Committee shall make,
or cause to be made, all necessary inquiries to management and the external auditors concerning established
standards of corporate conduct and performance, and deviations therefrom.

d.  Review, prior to the annual audit, the scope and general extent of the external auditors' audit examination,
including their engagement letter. The auditors’ fees are to be arranged with management, and annually
summarised for Committee review. The Committee’s review should entail an understanding from the external
auditors of the factors considered by the auditors in determining his audit scope, including:

° Industry and business risk and characteristics of the Company.

. External reporting requirements.

° Materiality of the various segments of the Company's consolidated and non-consolidated activities.
° Quality of internal accounting controls.

° Extent of involvement of internal audit in the audit examination.

° Other areas to be covered during the audit engagement.

e.  Review the extent of non-audit services provided by the external auditors in relation to the objectivity needed in
the audit.

f. Review with management and the external auditors, the quarterly results and financial results for the year upon
completion of their audit, prior to their submission to the Board and release to the public. This review shall
encompass:-

° The Company's annual report to shareholders including the financial statements, and supplemental
disclosures required by the provision of the Companies Act, 1965 and in compliance with the applicable
Malaysian Accounting Standards Board approved accounting standards in Malaysia.

° Significant transactions not a normal part of the Company's operations.
° Changes, if any, during the year in the Company's accounting principles or their applications.
° Significant adjustments proposed by the external auditors.

g. Evaluate the co-operation received by the external auditors during the audit examination, including their
access to all requested records, data and information. Also, elicit the comments of management regarding the
responsiveness of the external auditors to the Company's needs. Inquire of the external auditors whether there
have been any disagreements with management which if not satisfactorily resolved would have caused them to
issue a non-standard report on the Company's financial statements.

h.  Discuss with the external and internal auditors the quality of the Company's financial and accounting personnel,
and any relevant recommendations which the external and internal auditors may have. Topics to be considered
during this discussion include improving internal financial controls, the audit plan, the audit report, the selection
of accounting principles, any related party transaction that may arise within the Company and management
reporting system. Review written responses of management to “letter of comments and recommendations” from
the external auditors.
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i. Review all related party transactions and the Company's procedures for monitoring and reviewing of related party
transactions to satisfy itself that the procedures were sufficient to ensure that the related party transactions were
not more favourable to the related parties than those generally available to the public and also not detrimental
to the interests of minority shareholders.

j. Discuss with management the scope and quality of internal accounting and financial reporting controls in
effect.
k. Inform the Board of Directors, through minutes and special presentations as necessary, of significant developments

in the course of performing the above duties.
I Recommend to the Board of Directors any appropriate extension or changes in the duties of the Committee.

m. Recommend to the Board of Directors the retention or non-retention of the external auditors, and provide a
written summary of the basis for the recommendations.

n. In relation to internal audit function:-

()  review the adequacy of the scope, functions, competency and resources of the internal audit function and
that it has the necessary authority to carry out its work;

(i)  review the internal audit programme, processes, the results of the internal audit programme, processes or
investigation undertaken and whether or not appropriate action is taken on the recommendations of the
internal audit function;

In compliance to the Malaysian Code on Corporate Governance, the Audit Committee shall also:-

(iii) review any appraisal or assessment of the performance of members of the internal audit function;

(iv) approve any appointment or termination of senior staff members of the internal audit function;

(v)  take cognisance of resignations of internal audit staff members and provide the resigning staff member an

opportunity to submit his reasons for resigning.

ACTIVITIES OF THE AUDIT COMMITTEE

The Audit Committee met six times during the financial year ended 31 December 2007. The activities of the Audit Committee
for the financial year were summarised as follows:-

a.  The Committee reviewed with management, the external auditors and internal auditors the Company's general
policies and procedures to reasonably assure the adequacy of internal accounting and financial reporting
controls.

b.  The Committee reviewed the unaudited quarterly financial results and the annual audited financial statements
of the Company prior to their submission to the Board for approval and release to the public.

c. The Committee reviewed with internal auditors the overall scope of the internal audit plan, the findings
and recommendations emanating from the quarterly risk-based audit work carried out by the internal audit
function.

d.  The Committee reviewed, prior to the annual audit, the nature and scope of their engagement, their fees as well as
findings arising from their examination of the annual financial statements. It also considered the reappointment
of the external auditors for recommendation to the Board and the shareholders for their approval.

e.  The Committee reviewed with internal auditors the related party transactions to ensure that the related party
transactions were not favourable to the related parties than, those generally available to the public.

annual report 2007



INTERNAL AUDIT FUNCTION

The Company has set up an Internal Audit Department in March 2007, replacing the previously outsourced internal audit
function. This in-house Internal Audit Department will continue to independently assess the system of internal controls
and report to the Audit Committee, so as to provide reasonable assurance that the system of internal controls continue to
operate satisfactorily and effectively.

The Internal Audit function independently focuses on the key areas based on the internal audit plan approved by the
Audit Committee and reports on a quarterly basis to the Audit Committee. The Internal Audit function adopts a risk-based
approach in the planning and conduct of its audits.

The primary responsibilities of the Internal Audit function include reviewing the adequacy, integrity and effectiveness of the
system of internal controls, compliance with the established policies, guidelines, laws and regulations and reliability and
integrity of information.

Internal Audit reports, incorporating agreed audit findings, recommendations and management responses, were issued to
the Audit Committee and the management of the respective operations. The Internal Audit function also followed up with

management on the status of implementation of the agreed actions to ensure satisfactory controls is maintained.

The cost incurred for the internal audit function of the Company in respect of the financial year amounted to RM179,256.
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INTRODUCTION

Pursuant to paragraph 15.27(b) of the Bursa Malaysia Securities Berhad (“Bursa Securities") Listing Requirements, the Board
of Directors (“the Board") of Unisem (M) Berhad is pleased to provide the following statement on the state of internal control
of the Group comprising Unisem (M) Berhad and its subsidiaries for the financial year ended 31 December 2007, which has
been prepared in accordance with the “Statement of Internal Control - Guidance for Directors of Public Listed Companies”
issued by the Institute of Internal Auditors Malaysia and adopted by Bursa Securities.

BOARD RESPONSIBILITY

The Board acknowledges the importance of good practice of corporate governance and is committed to maintaining a sound
system of internal control, and for reviewing its effectiveness, adequacy and integrity. This includes the establishment of an
appropriate control environment and framework, and review of the effectiveness, adequacy and integrity of the system.

The Board is responsible for reviewing the Group's system of control based on an ongoing process designed to identify
principal risks to the achievement of strategic goals and business objectives, and to manage those risks efficiently, effectively
and economically.

Due to the limitations that are inherent in any system of internal control, these systems are designed to manage, rather than
totally eliminate, the risk of failure to achieve business objectives. Accordingly, such systems can only provide reasonable but
not absolute assurance against material misstatement or loss.

KEY ELEMENTS OF INTERNAL CONTROL

The principal features of the Group's internal control structures which are conducive toward achieving a sound system of
internal control are summarised as follows:

e  Organisational structure with defined roles and responsibilities

The Group has in place an organisation structure with key responsibilities clearly defined as well as clear reporting lines
up to the Board and its Committees.

° Formalised strategic planning processes

The Group has formulated the appropriate business plans within which the business objectives, strategies and targets
are articulated. Business planning and budgeting is undertaken annually, to establish plans and targets against which
performance is monitored on an ongoing basis. Key business risks are identified during the business planning process
and are reviewed regularly during the year.

° Reporting and review

The Group's management team carries out monthly monitoring and review of financial results including monitoring
and reporting thereon, of performance against the operating plans. The Group's management team communicates
regularly to monitor operational and financial performance as well as formulate action plans to address any areas of
concern. There is regular reporting by senior management of the Group to the Board of Directors on significant changes
in the business and the external environment in which the Group operates.
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° Documented Policies and Procedures

Internal policies and procedures which are set out in a series of clearly documented standard operating manuals
covering a majority of areas within the Group are maintained and subjected to review as and when necessary.

° Continuous employee education

All employees are encouraged to improve themselves through adequate training and continuous education. The Group
has put in place a continuous training programme to motivate and improve the leadership quality of employees in the
Group in order to better conduct themselves at work and in relationship with external parties, such as customers and
suppliers.

° Quality Control

The Group emphasises continuous effort in maintaining the quality of products. The Directors have ensured that safety
and health regulations, environmental controls and all other legislations in connection with the industry have been
considered and complied with.

° Financial performance

The preparation of period and full year results and the state of affairs, as published to shareholders, are reviewed and
approved by the Board. The full year financial statements are also audited by the external auditors.

° Internal Audit

The in-house Internal Audit Department is to continuously provide independent assessment on the adequacy,
effectiveness and reliability of the Group's system of internal controls. The internal audit function advises executive and
operational management on areas for improvement and subsequently reviews the extent to which its recommendations
have been implemented. The reports are submitted to the Audit Committee and risk and control issues were discussed
during the Audit Committee meetings. In assessing the adequacy and effectiveness of the system of internal controls
and accounting control procedures of the Group, the Audit Committee reports to the Board of Directors its activities,
significant results, findings and the necessary recommendations or changes.
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Bruno Guilmart
Executive Director, French

Mr Bruno Guilmart, aged 47, is the Executive Director/Group
Chief Executive Officer of the Company. He was appointed
to the Board of the Company on 2 August 2007 as an
Executive Director. Mr Bruno Guilmart holds a Master Degree
in business and electronics management and a Bachelor
Degree in electrical engineering from the University of Paris
South, University Institute of Technology in France. He is
also a member of the Executive Committee.

Mr Guilmart was the President and Chief Executive Officer
of Advanced Interconnect Technologies Limited (now known
as Unisem (Mauritius) Holdings Limited) from September
2003 to July 2007. Prior to that, Mr Guilmart comes from
Chartered Semiconductor Manufacturing Limited, Singapore,
one of the world's leading silicon foundries, where he held
the position of senior vice president for worldwide sales and
marketing. Mr Guilmart was vice president of professional
services for Cadence Design Systems, Inc., Hong Kong where

John Chia Sin Tet
Chairman/Group Managing Director, Malaysian

Mr John Chia Sin Tet, aged 58, was appointed Chairman
of the Company on 13 June 1991, Managing Director on
11 March 1998 and the Group Managing Director on 1
November 2007. He is also the Chairman of the Executive
Committee and Remuneration Committee.

Mr John Chia Sin Tet is a Barrister at Law and a Member of
the Lincoln's Inn, United Kingdom.

Mr John Chia Sin Tet is a brother to Mr Francis Chia Mong
Tet.

he managed operations in the Asia Pacific region. He was
managing director (Asia Pacific) of Temic Semiconductors
GmbH, Hong Kong, a member of the Daimler Benz Group.
He also held marketing and business development positions
with Hewlett Packard in Europe, United States and Asia.
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Ang Chye Hock
Executive Director, Singaporean

Mr Ang Chye Hock, aged 58, is the Executive Director/Group
Chief Operating Officer of the Company. He was appointed
to the Board of the Company on 28 November 2002 as an
Executive Director. He graduated from Salford University,
England in 1972 with a Bachelor of Science in Electronics
(Honours). He is also a member of the Executive Committee

Francis Chia Mong Tet
Executive Director, Malaysian

Mr Francis Chia Mong Tet, aged 56, is the Executive Director/
Group Finance of the Company. He was appointed to the
Board of the Company on 19 June 1989 as a Non-Executive
Director and subsequently appointed as Executive Director
on 1 February 2006. He is one of the founder members of
Unisem (M) Berhad. He is also a member of the Executive
Committee and Audit Committee.

Mr Francis Chia Mong Tet is a Fellow of the Institute of
Chartered Accountants in England and Wales and is also a
member of the Malaysian Institute of Accountants. He was
with an international accounting firm from 1976 to 1979. In
1980, he started his own accounting practice in Seremban. He
also sits on the board of several private limited companies.

Mr Francis Chia Mong Tet is a brother to Mr John Chia Sin
Tet.

unisem (m) berhad (183314-V)

and Remuneration Committee. Mr Ang was the Chief
Operating Officer of the Company from 2001 to 2005 and
President from 2001 to 2007.

Mr Ang began his career with Motorola Malaysia Sdn Bhd,
Kuala Lumpurin 1973 as a process engineer. He subsequently
held positions as chief engineer, engineering manager and
product manager between 1975 to 1979. Mr Ang was
promoted to General Manager of Motorola Semiconductor
Sdn Bhd, Seremban at the age of 29 in 1979. He was
responsible for starting up a new factory for Motorola in
Seremban and was responsible for total factory operations
with over 2,000 employees. He held the position for 5 years
before leaving for Singapore in December 1984.

Mr Ang brings with him more than 25 years of experience in
the electrical and electronic industry. Prior to joining Unisem
(M) Berhad in 2001, he was in Singapore for 16 years. His
experience in Singapore includes being the General Manager
of Magnetic Data Technologies Singapore in 2000; Managing
Director of Wizard Multimedia, a software retail company,
between 1993 and 1999; 6 years with Applied Magnetics
Singapore Pte Ltd, where he was the Managing Director
before he left in 1993; and 2 years at managerial positions
with Motorola Electronics Pte Ltd.




Prof. Tan Sri Dato' Dr. Mohd. Rashdan Bin Haji Baba
Independent Director, Malaysian

Y.Bhg. Prof. Tan Sri Dato' Dr. Mohd. Rashdan Bin Haji Baba,
aged 72, was appointed to the Board of the Company on
26 March 1998 as an Independent Director. He is also
the Chairman of the Audit Committee and Nomination
Committee.

Y.Bhg. Prof. Tan Sri Dato’ Dr. Mohd. Rashdan holds a Bachelor
of Science degree from the University of Reading, United

Tan Sri Dato' Samshuri Bin Arshad
Independent Director, Malaysian

Y.Bhg. Tan Sri Dato' Samshuri Bin Arshad, aged 65, was
appointed to the Board of the Company on 26 March 1998
as an Independent Director. He is also a member of the Audit
Committee and Nomination Committee.

Y.Bhg. Tan Sri Dato’ Samshuri has been with the Polis DiRaja
Malaysia for over 33 years, from 1963 to May 1997 and
retired as the Deputy Inspector-General. He was the non-
executive Chairman of Avenue Capital Resources Berhad
from 2001 to 2006 and the Chairman of Java Incorporated
Bhd from 1997 to 2004.

Y.Bhg. Tan Sri Dato' Samshuri is currently the non-executive
Chairman of Comintel Corporation Bhd. He also sits on the
board of several private limited companies.

Kingdom and a Doctorate (PhD) from the University of Leeds,
United Kingdom. He also completed the 83rd Advanced
Management Programme at Harvard University, USA. Y.Bhg.
Prof. Tan Sri Dato’ Dr. Mohd. Rashdan also received an
honourary Doctor of Science (DSc) from the University of
Reading, United Kingdom and an honourary Doctor of Laws
(LLD) from the University of Leeds, United Kingdom.

Y.Bhg. Prof. Tan Sri Dato' Dr. Mohd. Rashdan was the
Executive Chairman of Telekom Malaysia Berhad from 1987
to 1995. Prior to this, he was the Executive Chairman of
Kumpulan Guthrie Berhad and sat on the board of several
subsidiary companies of Kumpulan Guthrie Group from
1982 to 1987. He was the founding Vice-Chancellor of
Universiti Kebangsaan Malaysia from 1969 to 1971 and
Universiti Pertanian Malaysia from 1971 to 1982. He was
an independent non-executive director of Far East Holdings
Berhad (1990 to 2002), AMFB Holdings Berhad (1996 to
2003), AMMB Holdings Berhad (1996 to 2005), AmInvestment
Group Berhad (2005) and AmcorpGroup Berhad (2000 to
2007). He also sat on the board of AMBB Capital Berhad and
AmMerchant Bank Berhad from 1996 to 2005.

Currently, Y.Bhg. Prof. Tan Sri Dato’ Dr. Mohd. Rashdan is
the Chairman of Computer Systems Advisers (M) Berhad,
an appointment which he has held since 1995. He is the
Director of Global Carriers Berhad since June 2007. He also
sits on the board of several private limited companies.
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Tan Sri Dato' Wong See Wah
Independent Director, Malaysian

Y.Bhg. Tan Sri Dato' Wong See Wah, aged 62, was appointed
to the Board of the Company on 28 November 2002 as an
Independent Director. He holds a Certificate in Teaching
from the Malayan Teachers College, Pulau Pinang. He is
also a member of the Audit Committee and Nomination
Committee.

Yen Woon @ Low Sau Chee
Non-Executive Director, Malaysian

Mr Yen Woon @ Low Sau Chee, aged 60, was appointed
to the Board of the Company on 10 July 1991. He is also a
member of the Remuneration Committee.

Mr Yen Woon has more than 15 years of experience in the
timber and plantation business. He sits on the board of
several private limited companies.
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Y.Bhg. Tan Sri Dato’ Wong began his political and ministerial
careers in 1982. From 1982 to 1986, he was elected as the
State Assemblyman for Kuala Klawang Constituency, Negeri
Sembilan and the Negeri Sembilan State Government
Executive Councilor (State EXCO) responsible for the Water
and Electricity Supply Portfolios.

From 1986 to 1990, Y.Bhg. Tan Sri Dato' Wong was elected
as the State Assemblyman for Peradong Constituency, Negeri
Sembilan and remained as the State EXCO responsible for
the Water and Electricity Supply Portfolios. From 1990 to
1995, he was a Member of Parliament, Rasah Constituency,
Negeri Sembilan and Deputy Minister in the Prime Minister
Department. From 1995 to 1999, he remained as a Member
of Parliament, Rasah Constituency, Negeri Sembilan and
was appointed as Deputy Minister of the Finance Ministry.
Since October 2001, Y. Bhg. Tan Sri Dato' Wong has been the
Chief Administrative Director of MCA Headquarters.

Y.Bhg. Tan Sri Dato' Wong is currently the Independent Non-
Executive Director of 1JM Plantations Berhad and Ewein
Berhad since August 2006 and January 2008 respectively. He
also sits on the board of several private limited companies.




Sundra Moorthi s/o V.M. Krishnasamy
Non-Executive Director, Malaysian

Mr Sundra Moorthi sfo V.M. Krishnasamy, aged 64, was
appointed to the Board of the Company on 13 June 1991.
He graduated with a Bachelor of Arts degree from University
Malaya. He is a Barrister at Law and a Member of the Grays
Inn, United Kingdom. Mr Sundra Moorthi is also a member
of the Audit Committee and Remuneration Committee.

A lawyer by profession, Mr Sundra Moorthi is a senior partner
of a legal firm in Kuala Lumpur. He was called to the Bar
of England & Wales in 1970 and subsequently called to the
Malaysian Bar in 1971. Mr Sundra Moorthi is currently a
Director of F3 Strategies Berhad since March 2007. He has
been a director of several public listed companies over the
past 20 years. He also sits on the board of several private
limited companies.

Tee Yee Loh
Non-Executive Director, Malaysian

Mr Tee Yee Loh, aged 53, was appointed to the Board of the
Company on 13 June 1991. He is one of the founder members
of Unisem (M) Berhad. He holds a Diploma in Mechanical
Engineering from Federal Institute of Technology, Selangor
Darul Ehsan. He is also a member of the Remuneration
Committee.

Mr Tee carries with him more than 20 years of experience
in the contamination control technology which includes
the design and building of clean room facilities,
process integration and facilitisation of microelectronic
manufacturing factories. He also sits on the board of several
private limited companies.
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Chua Khing Chiew
Alternate Director to Yen Woon @ Low Sau Chee,
Malaysian

Mr Chua Khing Chiew, aged 50, was appointed Alternate
Director to Mr Yen Woon @ Low Sau Chee on 10 July
1991. He is a Company Director and Company Secretary by
profession. Mr Chua also sits on the board of several private
limited companies.

Save as disclosed in Note 19 under Notes to the Financial Statements none of the Directors has any conflict of interest
with the Company. None of the Directors has been convicted of any offence other than a traffic offence within the last ten

years.
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