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CAUTIONARY STATEMENT FOR PURPOSES OF THE “SAFE HARER” PROVISIONS OF THE PRIVATE
SECURITIES LITIGATION REFORM ACT OF 1995

This interim report contains, in addition to histatt information, “forward-looking statements” withthe meaning of the
“safe harbor” provisions of the U.S. Private SettesiLitigation Reform Act of 1995. These forwambking statements are
based on SMIC’s current assumptions, expectatindgeojections about future events. SMIC uses wbkds'believe,”
“anticipate,” “i estimate,” “expect,” “prejct” and similar expressions to identify forwardking statements, although

" u ” ”ou

intend,
not all forward-looking statements contain thesedsoThese forward-looking statements are necégsstimates reflecting
the best judgment of SMIC’s senior management anadlve significant risks, both known and unknowncertainties and
other factors that may cause SMIC’s actual perfageafinancial condition or results of operatioondé materially different
from those suggested by the forward-looking statemimcluding, among others, risks associated aytticality and market
conditions in the semiconductor industry, intensepetition, timely wafer acceptance by SMIC’s custos, timely
introduction of new technologies, SMIC’s ability tamp new products into volume, supply and demandémiconductor
foundry services, industry overcapacity, shortage=juipment, components and raw materials, av#itiabf manufacturing
capacity, and financial stability in end markets.

In addition to the information contained in thisenm report, you should also consider the infoioratontained in our other
filings with the SEC, including our annual repontBorm 20-F filed with the SEC on April 27, 2018pecially in the “Risk
Factors” section and such other documents that aefite with the SEC or SEHK from time to time, inding on Form 6-K.
Other unknown or unpredictable factors also coaldehmaterial adverse effects on our future respétfprmance or
achievements. In light of these risks, uncertafntssumptions and factors, the forward-lookingessdiscussed in this
interim report may not occur. You are cautionedtogtlace undue reliance on these forward-lookiatements, which speak
only as of the date stated or, if no date is statedf the date of this interim report.

Except as required by law, SMIC undertakes no alibgy and does not intend to update any forwar#if@pstatement,
whether as a result of new information, future ésem otherwise.




ADDITIONAL INFORMATION

References in this interim report to:
“2012 AGM” are to the Company’s Annual General Miegtheld on June 7, 2012;
“Board” are to the board of directors of the Compan

“China” or the “PRC” are to the People’s Republicihina, excluding for the purpose of this inter@port, Hong
Kong, Macau and Taiwan;

“Company” or “SMIC” are to Semiconductor Manufaétuy International Corporation;

“EUR” are to Euros;

“Group” are to the Company and its subsidiaries;

“HK$" are to Hong Kong dollars;

“Listing Rules” are to the Rules Governing the lrigtof Securities on the Stock Exchange of Hong dkbimited;
“NYSE” or “New York Stock Exchange” are to the Néfwrk Stock Exchange, Inc.;

“RMB” are to Renminbi;

“SEC” are to the U.S. Securities and Exchange Casiomn;

“SEHK”, “HKSE" or “Hong Kong Stock Exchange” are Tthe Stock Exchange of Hong Kong Limited; and

“US$” or “USD” are to U.S. dollars.

All references in this interim report to silicon feaquantities are to 8-inch wafer equivalentseaslotherwise specified.
Conversion of quantities of 12-inch wafers to 8Hmeafer equivalents is achieved by multiplying thenber of 12-inch
wafers by 2.25. When we refer to the capacity diewtabrication facilities, we are referring to timstalled capacity based on
specifications established by the manufacturethe@tquipment used in those facilities. Referetcé®y process technology
nodes, such as 0.35 micron, 0.25 micron, 0.18 mj@d.5 micron, 0.13 micron, 90 nanometer, 65 nagterrand 45
nanometer include the stated resolution of thege®technology, as well as intermediate resolutiomen to but not including
the next key process technology node of finer te¢gm. For example, when we state “0.25 micron pssdechnology,” that
also includes 0.22 micron, 0.21 micron, 0.20 miczad 0.19 micron technologies. “0.18 micron prod¢esbnology” also
includes 0.17 micron and 0.16 micron technologieferences to “U.S. GAAP” mean the generally aaxptcounting
principles in the United States. Unless otherwigkdated, our financial information presented iis thterim report has been
prepared in accordance with U.S. GAAP.
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LETTER TO SHAREHOLDERS
DEAR SHAREHOLDERS,

We embraced the challenges as well as opportuniti2812 during the first six months of the yeartdndem with stronger-
than-expected growth in the global semiconductdugtry during the first six months of 2012, SMIGHined stable
development and achieved double-digit growth fahlibe first and the second quarters, twice regidi& revenue forecasts
upwards. For the recently concluded second quaineiCompany achieved record-high quarterly revemeereverted to a
positive bottom-line in terms of operating profitdanet profit. Gross profit margin hit double digés a result of continued
improvements, while our capacity utilization clindot® 95.2% for the second quarter of the curreat,yg from 65.6% for
the fourth quarter of the previous yeatr.

The foremost task of the new SMIC management te@srbben to enhance the Company’s profitabilitynbyroving its
capacity utilization and operating efficiency irrieais ways, striving to deliver excellent perforroarin customer service,
product mix and defect density, etc. Our outstamdéimprovement in the second quarter is a fine testd to the effective
implementation of this range of measures. In tesfriroducts, strong efforts were devoted to thecetien of our product line
differentiation strategy, which added value to progducts and earned them higher average sellicggrFor those products
which were competitive and commanded higher profitgins, we leveraged our specific strengths acldigogical

resources to introduce optimized specificationslnsizes or lower energy consumption ratios eding to customers’
requirements. The higher utilization rates at oimdh shanghai fab since the beginning of the geara clear indication of our
steady progress in this area. Meanwhile, we haa@dglivered strong performance in production oraaded processes at our
12-inch fabs, as revenue from the 65/55 nm busifeeshe second quarter increased to account fariyene-third of our

total revenue, and we target continued growth wemee from our 45/40 nm process for the seconddifidlfe year.

During the first quarter of the year, we signecagreement with IBM providing for cooperation in thevelopment of 28 nm
technology. We believe that this collaborative dffeill reduce our risk exposure in the developmaii28 nm technology and
also shorten the development cycle, such that SdEzidership in China’s wafer foundry industry Wil enhanced and its
gap with global industry leaders narrowed. In M8y 2, we signed a Cooperation Framework Documeiht widependent
third parties of Beijing, expressing our mutuakimtto establish a joint venture to facilitate tevelopment of new, more
advanced production facilities at the existing SNB€ljing production. We believe that this move wpitbvide a relief to the
financial pressure we are subject to in pursuirgddvelopment of advanced processes and capapéygion in Beijing. The
joint venture is an integral part of our long-testrategy, while the actual scale of expansion amddtment will depend on
prevailing market conditions, our level of techrgiial sophistication, and customers’ requiremefts.now, we remain
focused on the acceleration of technological reteand development, rather than capacity expansion.

In terms of strengthening corporate governancheaBbard level, we have formulated terms of refeeeand rules of
proceedings for the committees under the Boardiedisas the roles and responsibilities of the Divex The new Nomination
Committee has started performing its duties, witetings convened on a regular basis. We are sdssed to welcome

Dr. Chen Datong, who has joined the Board as &nrelte Director to Professor Lawrence Juen-Yee Hawealth of
experience in the semiconductor industry and iestment will surely benefit SMIC’s future developme




We have made solid strides towards fundamentalaugnents, and we will continue with prudence arré tagrow our
business with strong customer partnerships focusingustomer demand and technology readiness awitbw to serving the
best interest of shareholders.

Once again, we express sincere gratitude to alllvelve offered continued commitment and supporiMbCS

Zhang Wenyi Tzu-Yin Chiu
Chairman of the Board and Executive Director Chief Executive Officer and Executive Director

Shanghai, China
August 30, 2012




MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The Board of Directors (the “Board”) of Semicondwdlanufacturing International Corporation (the t@gany”) would like
to announce the unaudited interim results of operatof the Company and its subsidiaries for tkersnths ended June 30,
2012, and would like to express their gratitudéheshareholders and their staff for the suppoth®@iCompany.

SALES

Sales increased by 4.4 % from US$722.9 milliorttier six months ended June 30, 2011 to US$754.5%miibr the six
months ended June 30, 2012, primarily due to arease in wafer revenue during this period as vgedl aignificant increase
in American sales. The number of wafer shipmerdseimsed 8.7% from 922,783 8-inch wafer equivalftthe six months
ended June 30, 2011 to 1,003,372 8-inch wafer atgrits for the six months ended June 30, 2012.

COST OF SALES AND GROSS PROFIT

Cost of sales increased by 1.5% from US$603.9aniflor the six months ended June 30, 2011 to US$&18lion for the six
months ended June 30, 2012.

The Company had a gross profit of US$141.6 milfimmnthe six months ended June 30, 2012 comparadjtoss profit of
US$119.1 million for the six months ended June281,1, an increase of 18.9%. Gross margins incoe@s£8.8% for the six
months ended June 30, 2012 from 16.5% for the sinths ended June 30, 2011. The increase in groggmveas primarily
due to a higher utilization rate in the first siomths of 2012.

OPERATING INCOME, EXPENSES AND LOSS FROM OPERATIONS

Operating expenses increased by 40.2% from US$1iflion for the six months ended June 30, 201U8%178.1 million
for the six months ended June 30, 2012.

Research and development expenses increased byf@ort%S$101.1 million for the six months endedd30, 2011 to
US$110.3 million for the six months ended June28,2, primarily due to an increase in depreciaéiopense.

Selling and marketing expenses decreased by 7 &% {S$15.9 million for the six months ended June28d1 to US$14.7
million for the six months ended June 30, 2012nprily due to a decrease in commission fees antbppa@xpenses related to
selling activities.

General and administrative expenses increased 43%0from US$10.5 million for the six months endedie 30, 2011 to
US$53.0 million for the six months ended June 1,22 primarily due to a recovery of certain badtdet2011, which
reduced the expense.

Income from the disposal of properties increasethfa loss of US$0.1 million for the six months ethdane 30, 2011 to a
gain of US$0.4 million for the six months ended€l30, 2012.

The Company’s operating loss was US$36.5 milliarttie six months ended June 30, 2012 comparedei@abipg loss of
US$8.0 million for the six months ended June 3,120

The Company’s operating margin was negative 4.8%h# six months ended June 30, 2012 and negatl¥é for the six
months ended June 30, 2011.




OTHER INCOME (EXPENSES)

Other expense was US$12.4 million for the six memthded June 30, 2012 compared to other incom&$812 million for
the six months ended June 30, 2011.

The Company'’s net foreign exchange gain and lostyding operating, financing, and investing atigg, was a loss of
US$1.9 million for the six months ended June 3@, 26ompared to a gain of US$7.9 million for the mianths ended June
30, 2011.

INCOME FROM DISCONTINUED OPERATIONS

Income from discontinued operations of US$14.7iarlrepresents both the results of operations ofiSenductor
Manufacturing International (AT) Corporation (“ATdr the period from January 1, 2011 to March 1112Qhe date it was
deconsolidated, and a gain on deconsolidation of AT

NET INCOME

Due to the factors described above, the Companyhe loss attributable to holders of ordinaryrebaf US$35.8 million
for the six months ended June 30, 2012 comparadtt income of US$6.5 million for the six montinsled June 30, 2011.

LIQUIDITY AND CAPITAL RESOURCES

As of June 30, 2012, the Company incurred capipérditures of US$266.7 million compared to US$6diillion for the
six months ended June 30, 2011. The Company hasdéu capital expenditure substantially with cémlvg generated from
operations and financing activities.

The Company had US$290.7 million in cash and cgsiivelents as of June 30, 2012. These cash ancegaséalents are
held in the form of United States Dollars, Japanésge Euros, and Chinese Renminbi. The net cas¥iged by operating
activities decreased by 4.97% from US$152.8 milksrof June 30, 2011 to US$145.2 million as of Bhe2012.

Net cash used in investing activities was US$3&dlllon for the six months ended June 30, 2012nprily attributable to
purchases of plant and equipment for the fab im§hai and fab in Beijing. For the six months endiede 30, 2011, net cash
used in investing activities was US$757.7 milliommarily attributable to purchases of plant andipment for the fab in
Shanghai and the fab in Beijing.

The Company’s net cash provided by financing adtivivas US$216.0 million for the six months endede 30, 2012. This
was primarily resulting from US$604.5 million inqmeeds from short-term borrowings, US$475.0 miliimproceeds from
long-term debt, US$15.0 million in the repaymenpadmissory notes, US$731.4 million in the repayhwérshort-term
borrowings, and US$109.5 million in the repaymefribag- term debt.

As of June 30, 2012, the Company’s outstanding-tengp liabilities primarily consisted of US$629.2llilon in secured bank
loans, and US$148.6 million classified as the aurpertion of long-term loans. The long- term Ieame repayable in
instalments which commenced in June 2006 and wilttude with the last payments due in March 2019.




2009 USD & RMB Loan Facility (SMIC Shanghai). In June 2009, SMIC Shanghai entered into the §arJSD & RMB
loan, a new two-year loan facility in the princigathount of US$80 million and RMB200 million respeety with The
Export-Import Bank of China. This facility is seedrby the manufacturing equipment located in SMb@rfghai's 12-inch
fab. This two-year bank facility was used to finarfisture expansion and general corporate need8MdC Shanghai's
12-inch fab. The Loan was fully repaid in 2011. Timerest rate on this loan facility ranged from@®s to 4.86% for the six
months ended June 30, 2011. The interest expeasgead for the six months ended June 30, 2011 v&&1LF million, of
which US$0.6 million was capitalized as additioosissets under construction for the six monthsaddaee 30, 2011.

2011 USD Loan Facility (SMIC Shanghai). In April 2011, SMIC Shanghai entered into the&jhai USD loan, a two-year
trading facility in the principal amount of US$6918llion with The Export-Import Bank of China. Thiwo-year bank facility
was used to finance future expansion of SMIC Shargyh2-inch fab. As of June 30, 2012, SMIC Shamndjaa drawn down
US$69.5 million and repaid US$1 million on thishdacility. The principal of US$2 million will beepayable within 2012
and US$66.5 million payable in June 2013. The egerate on this loan facility ranged from 4.3094 180% for the six
months ended June 30, 2012. The interest expeoaseed for the six months ended June 30, 2012 aadl @as US$1.55
million and US$0.03 million, respectively, of whi€i5$0.62 million and US$0.01 million was capitatizes additions to
assets under construction for the six months eddad 30, 2012 and 2011, respectively.

2012 USD$268M Loan Facility (SMIC Shanghai). In March 2012, SMIC Shanghai entered into a l@a&ility in the aggregate
principal amount of US$268 million from a consontiwf international and Chinese banks. This thres-pank facility was
used to finance future working capital for SMIC 8bhai’s 8-inch fab. The facility is secured by thanufacturing equipment
located in the SMIC Shanghai 8-inch fabricatiorilfies, plants and land use right of SMIC Shanghas of June 30, 2012,
SMIC Shanghai had drawn down US$152 million on thé facility. The principal amount is repayahiem September 2013
to March 2015. The interest rate on this loan figcibnged from 4.10% to 4.24% for the six monthded June 30, 2012. The
interest expense incurred for the six months edded 30, 2012 was US$2.08 million, of which US$Gr8dion was
capitalized as additions to assets under consbruédir the six months ended June 30, 2012.

Any of the following in respect of SMIC Shanghaiwle constitute an event of default during the tefrthe loan agreement:
1. (Short term loans + Long term Debt Current Portidmong term Bank Loans)/Total Equity is more th&@¥& or

2. (Net profit + Depreciation + Amortization + Incorifax Provision + Financial Expenses)/Financial Exgesnis less
than 500% before December 31, 2012, and less ®@dPA after January 1, 2013; or

3. (Total Equity — Acquired Intangible Assets Net)aes$ than US$800 million before December 31, 2042 Jess than
US$1000 million after January 1, 2013; or

4 Debt Service Coverage Ratio is less than 2.0X dutie term of the loan repayment. Debt Service G Ratio
means trailing four quarters EBITDA ( Net ProfiDepreciation + Amortization + Income Tax Provisiofrinancial
Expenses) divided by scheduled repayment of lorg kean and related financial expense for all bhoikrowings
(including hire purchases, leases and other bomlanenies, but not including medium/short term regirgy bank
loans) for the same period.

SMIC Shanghai was in compliance with these covenasibf June 30, 2012.




2005 Loan Facility (SMIC Beijing). In May 2005, Semiconductor Manufacturing Inteioaal (Beijing) Corporation (“SMIC
Beijing”) entered into the Beijing USD syndicatelq a five year loan facility in the aggregate pipal amount of US$600
million, with a syndicate of financial institutiod@sed in the PRC. This five-year bank loan wad tsexpand the capacity of
SMIC Beijing’s fabrication facilities. The facilitwas secured by the manufacturing equipment Iddatéhe SMIC Beijing
12-inch fabrication facilities. The Company hasmguéeed SMIC Beijing’s obligations under this fagilThe principal
amount was repayable starting from December 208ikiaqual semi-annual instalments. On June 289, 28MIC Beijing
and the syndicate amended the syndicated loanragred¢o defer the commencement of the three renmggmi-annual
payments to December 28, 2011. As of June 30, 28M2C Beijing had repaid US$519.9 million accordioghe repayment
schedule. The amendment includes a provision fordatory early repayment of a portion of the outditag balance if SMIC
Beijing’s financial performance exceeds certaingetrmined benchmarks. The amendment was accoianted a
modification as the terms of the amended instrumeamé not substantially different from the origit@ims. The interest rates
as a result of the amendment, changed from 2.933®@%. The interest expense incurred for therginths ended June 30,
2012 and 2011 was US$3.1 million and US$4.5 milli@spectively, of which US$0.9 million and US$&dlion was
capitalized as additions to assets under consbruéor the six months ended June 30, 2012 and 28%fectively.

The Beijing USD syndicate loan contains covenamisaintain minimum cash flows as a percentage of nash expenses
and to limit total liabilities, excluding shareheldoans, as a percentage of total assets. SMijih@®as in compliance with
these covenants as of June 30, 2012.

2011 USD & RMB Loan Facility (SMIC Beijing). In September 2011, SMIC Beijing entered intottf8D & RMB Loan, a
two-year working capital loan facility in the pripal amount of US$25 million & RMB150 million (equalent to
approximately $24 million) with The Export-ImporaBk of China. This two-year bank facility was usedworking capital
purposes. As of December 31, 2011, SMIC Beijing thadvn down all of US$25 million & RMB 150 milliofequivalent to
approximately $24 million) on this loan facilityh& principal amount is repayable in September 20h8.interest rate on this
loan facility ranged from 6.34% to 6.71% for the sionths ended June 30, 2012. The interest expeaseed for the six
months ended June 30, 2012 was US$1.6 million,ha¢lvUS$0.5 million was capitalized as additionassets under
construction for the six months ended June 30, 2012




2012 EXIM USD Loan Facility (SMIC Beijing). In March 2012, SMIC Beijing entered into the ne®D Loan, a two-year
working capital loan facility in the principal amouof US$30 million with The Export-Import Bank 6hina. This two-year
bank facility was used for working capital purpasgs of June 30, 2012, SMIC Beijing had drawn ddys20 million on
this loan facility. The principal amount is repaigaim March 2014. The interest rate on this loanility ranged from 6.53% to
6.60% for the six months ended June 30, 2012. fiteedst expense incurred for the six months ended 30, 2012 was
US$0.3 million, of which US$0.1 million was capitd as additions to assets under constructiothéosix months ended
June 30, 2012.

2012 USD$600M Loan Facility (SMIC Beijing). In March 2012, SMIC Beijing entered into the Begj USD syndicate loan, a
seven-year loan facility in the aggregate princgrabunt of $600 million, with a syndicate of finaldnstitutions based in the
PRC. This seven-year bank facility was used to edphe capacity of SMIC Beijing’s 12 inch fabriaatifacilities. The loan
facility is secured by the manufacturing equipmenated in the SMIC Beijing and SMIC Tianjin fatat®on facilities. As of
June 30, 2012, SMIC Beijing had drawn down US$2@0am, on this loan facility. The principal amouistrepayable from
March 2014. The interest rate on this loan facilitgged from 6.23% to 6.30% for the six months dniime 30, 2012. The
interest expense incurred for the six months eddee 30, 2012 was US$3.7 million, of which US$lillion was capitalized
as additions to assets under construction forithmenths ended June 30, 2012.

Any of the following in respect of SMIC Beijing wiiliconstitute an event of default during the tefthe loan agreement:
1. Total liabilities/total assets is more than 65%téldiabilities do not include shareholder’s Logrs)

2. (Net Profit + Depreciation + Amortization + Inteté&penses + Cash flow from Financing)/(Principahterest
expenses) is less than 100%.

SMIC Beijing was in compliance with these covenag®f June 30, 2012.

2006 Loan Facility (SMIC Tianjin). In May 2006, SMIC Tianjin entered into a loaxifity in the aggregate principal amount
of US$300.0 million from a consortium of internata and Chinese banks. This facility was securetheynanufacturing
equipment located in our Tianjin fabrication faa#ls, except for the manufacturing equipment pwebausing the EUR
denominated loan. The Company has guaranteed SMIGiTs obligations under this facility. As of Jei30, 2011, SMIC
Tianjin had drawn down US$259.0 million on thisddacility. The principal amount was repayable tatarfrom February
2010 in six semi-annual installments. As of JuBeZ®11, SMIC Tianjin had repaid US$215.9 millidie interest rate on the
loan ranged from 1.65% to 1.71% for the six morthded June 30, 2011. The interest expense inciaréide six months
ended June 30, 2011 was US$0.5 million, of whicl$@@&7 million was capitalized as additions to asseider construction
for the six months ended June 30, 2011. In Aug0#i 2the facility was fully repaid.




2005 EUR Loan Facility. On December 15, 2005, the Company entered iEldR denominated long-term loan facility
agreement in the aggregate principal amount of BBRillion (equivalent to approximately $105 mitijpwith ABN Amro
Bank N.V. Shanghai Branch. The drawdown periocheffacility ended on the earlier of (i) thirty shonths after the
execution of the agreement or (ii) the date on Wiihe loans have been fully drawn down. Each drewrdmade under the
facility shall be repaid in full by us in ten eqs&mi- annual instalments. SMIC Tianjin had drawwd in 2006 and SMIC
Shanghai had drawn down in 2007 and 2008. In MayJame 2012, SMIC Shanghai repaid the remainingnical of EUR 6.4
million. The interest rate was variable from 2.58%4.71% for the six months ended June 30, 2012.iflerest expense
incurred for the six months ended June 30, 201228dd were US$0.23 million and US$0.4 million, resipvely, of which
US$0.09 million and US$0.1 million was capitalizesladditions to assets under construction forithmenths ended June
30, 2012 and 2011, respectively.

Short-term Credit Agreements. As of June 30, 2012, the Company had short-teedittagreements that provided total credit
facilities up to approximately US$889.0 million amevolving credit basis. As of June 30, 2012,Gbenpany had drawn
down approximately US$480.5 million under thesalitragreements and approximately US$408.5 milloawvailable for
future borrowings. The outstanding borrowings uritie credit agreements are unsecured, except38125.3 million,

which is secured by term deposits of US$122.9 amilliand an additional balance of US$52.0 milliohjcl is secured by real
property with an original cost of US$17.5 million.

The interest expense incurred for the six montldeddune 30, 2012 and 2011 were US$12.8 millionl®$0.7 million,
respectively. The interest rate on the loans raifigen 2.00% to 7.22% for the six months ended Bhe&012.

CAPITALIZED INTEREST

Interest cost incurred on funds used to constriactt@nd equipment during the active constructienqa is capitalized, net of
government subsidies received. The interest cag®this determined by applying the borrowing ins¢rate to the average
amount of accumulated capital expenditures forageets under construction during the period. Cligggthinterest is added to
the cost of the underlying assets and is amortzed the useful life of the assets. Capitalizedriest of US$9.1 million and
US$8.7 million has been added to the cost of thedying assets during the six months ended Jun2@®® and June 30,
2011, respectively, and is amortized over the respeuseful life of the assets. For the six merghded June 30, 2012 and
June 30, 2011, the Company recorded amortizatipereses related to capitalized interest of US$4lBomiand US$3.4
million, respectively.

COMMITMENTS

As of June 30, 2012, the Company had commitmenttsS§37.8 million for facilities construction obligans in Beijing,
Tianjin, Shanghai and SMIC (Wuhan) Development @aapon and US$350.9 million to purchase machirgery equipment
mainly for the Beijing, Tianjin and Shanghai falation facilities in the coming 18 months.

DEBT TO EQUITY RATIO

As of June 30, 2012, the Company’s debt to eqaitip was 50.1% calculated by dividing the sum efshort-term
borrowings, current portion of long-term debt, dowlg-term debt by total shareholders’ equity.




FOREIGN EXCHANGE RATE FLUCTUATION RISK

The Company'’s revenues, expenses, and capital dxpenare primarily transacted in USD. Howevengcsithe Company has
operations consisting of manufacturing, sales #igts/and capital purchasing conducted in currenctber than USD, the
Company is exposed to the effect of changes inan@d rates primarily related to the Euros, Japavieseand Chinese
Renminbi.

To minimize these risks, the Company purchasesdioreurrency forward exchange contracts with casttterms normally
lasting less than twelve months to protect agadhrestidverse effect that exchange rate fluctuatioeng have on foreign
currency denominated activities. These forwarcharge contracts are principally denominated in €grRenminbi,
Japanese Yen or Euros and do not qualify for hedgeunting in accordance with ASC 815. As of June2B12, the
Company had outstanding foreign currency forwarcherge contracts with an aggregate notional amafuds$147.1

million, all of which will mature before June 2018otional amounts are stated in USD equivalent sparket exchange rates,
as of the respective dates.

For the period ended June 30, 2012, the effectaskimg the foreign currency forward exchange cangr#o fair value was a
loss of approximately US$0.65 million. The Compames not enter into foreign currency exchange aoctsrfor speculative
purposes.

CROSS CURRENCY SWAP FLUCTUATION RISK

On December 15, 2005, the Company entered inta@sElenominated long-term loan facility agreemarthe aggregate
principal amount of EUR 85 million (equivalent tpproximately $105 million) with ABN Amro Bank N.\&hanghai Branch.
To minimize risk, the company entered into a cmssency swap contract with contract terms fullytching the repayment
schedule of the long-term loan to protect agaimstadverse effect of exchange rate fluctuatiorssrayifrom the foreign
currency denominated loan. The cross currency seapact does not qualify for hedge accountingcicoadance with ASC
815.

As of June 30, 2011, the Company had outstandimgsaurrency swap contracts with an aggregatemadtamount of
US$8.2 million. Notional amounts are stated in USfDiivalent spot market exchange rates, as of #peotive dates.

The effect of marking the foreign currency forwasdthange contracts to fair value was a loss ofamately US$0.12
million for the period ending June 30, 2011. Then(any does not enter into foreign currency exchaogéracts for
speculative purposes.

At June 30, 2012, the Company had no outstandimgsazurrency swap contracts which have maturedhegwith the above
mentioned Euros long-term loan facility agreemaritliay 2012.

INTEREST RATE RISK

The Company’s exposure to interest rate riskseslptimarily to the Company’s long-term debt oliigas, which the
Company generally assumes to fund capital expemrditand working capital requirements. The Compalayig-term debt
obligations are all subject to variable interes¢sa The interest rates on the Company’s USD-déraied loans are linked to
the LIBOR. The interest on the Company’s Euro-deinated loans are linked to the EURIBOR. As a iiesiné interest rates
on the Company’s loans are subject to fluctuatiorthe underlying interest rates to which theylarieed.




As of June 30, 2012, the Company had outstandiegest rate swap contracts with an aggregate ratamount of US$24
million all of which will mature before December22)

EMPLOYEES EQUITY INCENTIVE PLAN

Save as disclosed in this interim report, thereisnaterial change to the information disclosetha2011 annual report of the
Company in relation to the number and remuneraif@mployees, remuneration policies, bonus andesbption schemes of
employees.

PROSPECTS AND FUTURE PLANS

We are pleased by our progress to date in 2012vdhcontinue our strategic execution in capturgrgwth opportunities via
technology advancement and value-added differémial ooking into the second half of 2012, we anerently expecting the
overall macro growth momentum to be relatively stothan the first half of 2012, due to an uncleacrmeconomic
environment, but we believe that our much strenmggldeposition in value-creation through improvedliggaenhanced
operational efficiency, product differentiationdafaster turn-around, as well as our solidifiedparship with both
international and domestic customers, will leadouseing the preferred foundry service provideChina for the long term.




CORPORATE GOVERNANCE REPORT

The Company is committed to remaining an exempdarporate citizen and maintaining a high level afporate governance
in order to protect the interests of its sharehmslde

CORPORATE GOVERNANCE PRACTICES

The HKSE's Corporate Governance Code (the “CG Cpadg'set out in Appendix 14 of the Listing Rulebjak contains code
provisions to which an issuer, such as the Compamkpected to comply or advise as to reasondduiations (the “Code
Provisions”) and recommended best practices whiclssuer is encouraged to implement (the “Recomme iitactices”).
The Corporate Governance Policy of the Company datoeeffect on January 25, 2005 after approvatligyBoard (and was
subsequently updated by the Board on July 26, 20@5April 24, 2009, November 7, 2011 and MarchZB3,2, respectively)
(the “CG Policy”). The CG Policy, a copy of whichrcbe obtained on the Company’s website at wwwsgoe under
“Investor Relations > Corporate Governance > Pddiegt Procedures”, incorporates all of the Code iBiavs of the CG Code
except for paragraph E.1.3 which relates to theeagteriod for general meetings of the Company,raady of the
Recommended Practices.

In addition, the Company has adopted or put ingplarious policies, procedures, and practices finptiance with the
provisions of the CG Policy.

None of the Directors is aware of any informatiomat would reasonably indicate that the Compampis or was not, during
the period from January 1, 2012 to June 30, 2012oinpliance with the CG Code.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTOR®- LISTED ISSUERS

The Company has adopted an Insider Trading Congai&mnogram (the “Insider Trading Policy”) which engasses the
requirements of the Model Code as set out in Appeh@l of the Listing Rules (the “Model Code”). TB®mpany, having
made specific enquiry of all Directors, confirmatthll Directors have complied with the Insiderdirg Policy and the Model
Code throughout the six months ended June 30, ZU2senior management of the Company as well affiakrs,

Directors, and employees of the Company and itsidigries are also required to comply with the Bimns of the Insider
Trading Policy.

THE BOARD

The Board has a duty to the Company’s sharehotdeigect and oversee the affairs of the Comparoriter to maximize
shareholder value. The Board, acting by itself tandugh the various committees of the Board, abtiparticipates in and is
responsible for the determination of the overalitegy of the Company, the establishment and momi@f the achievement
of corporate goals and objectives, the oversiglth@fCompany’s financial performance and the pgjar of the accounts,
the establishment of corporate governance practicdgolicies, and the review of the Company’seapsdf internal controls.
The management of the Company is responsible éintplementation of the overall strategy of the @any and its daily
operations and administration. The Board has adogbe senior management of the Company to disengsiries on
management information.

The Board consists of nine Directors and one AlitgrDirector as at the date of this interim repditectors may be elected
to hold office until the expiration of their respiee terms upon a resolution passed at a duly aewshareholders’ meeting
by holders of a majority of the Company'’s issuedrsh being entitled to vote in person or by praxyugh meeting. The
Board is divided into three classes with one ctdd3irectors eligible for re-election at each anrgeneral meeting of
shareholders.




Each class of Directors will serve a term of thyears. The Class | Directors were re-elected term of three years at the
2011 AGM (except Mr. Zhang Wenyi and Dr. Tzu-YiniClwhose appointment as Directors took effect areJ80, 2011 and
August 5, 2011 respectively) to hold office unti&t2014 annual general meeting of the CompanyCI&ss Il Directors were
re-elected for a term of three years at the 20h2ialingeneral meeting to hold office until the 2@tkual general meeting of
the Company. The Class Il Directors were re-elgeticthe 2010 annual general meeting (except Frofésiwrence Juen-Yee
Lau, whose appointment as Director took effect flame 30, 2011) for a term of three years to héildeountil the 2013
annual general meeting of the Company.

For the six months ended June 30, 2012, the Bassdbdmplied with the minimum requirements of thgtihg Rules relating
to the appointment of at least three Independent&i@cutive Directors on the Board, and complietth wie requirement that
these should include one such Director with appatg@professional qualifications or accountingealated financial
management expertise.

As of the date of this interim report, the roleghe Chairman and Chief Executive Officer are sgated and such roles are
exercised by Mr. Zhang Wenyi and Dr. Tzu-Yin Chiegpectively.

The following table sets forth the names, classescategories of the directors as at the dateistéiport:

Name of Director Category of Director Class of Director
Zhang Wenyi Chairman, Executive Director Class |
Tzu-Yin Chiu Chief Executive Officer, Executive Director Class |
Gao Yonggang Non-executive Director Class |
Chen Shanzhi Non-executive Director Class Il
Lip-Bu Tan Independent Non-executive Director Class Il
Frank Meng Independent Non-executive Director Class Il
Tsuyoshi Kawanishi Independent Non-executive Director Class llI
Zhou Jie Non-executive Director Class Il
Lawrence Juen-Yee Lau Non-executive Director Class Il
Datong Chen Alternate Director to Lawrence Juen-Yee Lau

On an annual basis, each Independent Non-exeddiigetor confirms his independence to the Compang, the Company
considers these Directors to be independent astsuthis defined in the Listing Rules. There araelationships among
members of the Board, including between the Chairafahe Board and the Chief Executive Officer.

The Board meets in person at least on a quartadistand on such other occasions as may be redaidiscuss and vote
upon significant issues affecting the Company. Bhard meeting schedule for the year is plannetiémteceding year. The
Company Secretary assists the Chairman in preptranggenda for meetings and the Board in complyiitig relevant rules
and regulations. The relevant papers for the Boadtings are dispatched to Board members in agooedwith the CG
Code. Directors may include matters for discusgiaihe agenda if the need arises. Upon the coieclus the Board meeting,
minutes are circulated to all Directors for thesnmament and review prior to their approval of theatés at the following or
subsequent Board meeting. Transactions in whicadrs are considered to have a conflict of intevesaterial interests are
not passed by written resolutions and the intedeBiesctors are not counted in the quorum and abftm voting on the
relevant matters.




All Directors have access to the Company Secretdry, is responsible for assisting the Board in clging with applicable
procedures regarding compliance matters. EverydBweember is entitled to have access to documeotséded at the Board
meeting or filed into the Company’s minute-bookrtharmore, the Board has established the procegurssiant to which a
Director, upon reasonable request, may seek indigmeprofessional advice at the Company’s expanseder for such
Director to exercise such Director’s duties. Thenpany Secretary continuously updates all Direaborshe latest
development of the Listing Rules and other appleabgulatory requirements to assist the Compatoispliance with and
maintenance of good corporate governance practiEash new Director is provided with training wigspect to such
Director’s responsibilities under the Listing Rulessd other regulatory requirements and the Compargrporate governance
policies and practices.

Please refer to the section entitled “Changes iedddrate and Update of Directors’ Information”ldwve for further details on
the changes in certain information relating toBtectors during the course of their respectiventeof office.

BOARD COMMITTEE

The Board has established the following princimahmittees to assist it in exercising its obligatioThese committees
consist of a majority of Independent Non-execubiectors who have been invited to serve as membEne committees are
governed by their respective charters setting [mar¢erms of reference.

Audit Committee

As of June 30, 2012, the Company’s Audit Commiftee “Audit Committee”) consisted of three membe@mnely

Mr. Lip-Bu Tan (Chairman of Audit Committee), Mra@ Yonggang and Mr. Frank Meng. None of the membktise Audit
Committee has been an executive officer or emplayd¢ee Company or any of its subsidiaries. In &iddito acting as Audit
Committee member of the Company, Mr. Lip-Bu Tare ofithe members of the Audit Committee, curreatip serves on the
audit committee of another publicly traded comp&@iNA Corporation. In general and in accordancé\séction

303A.07(a) of the Listed Company Manual of the Ndwk Stock Exchange, the Board considered and uhitted that such
simultaneous service would not impair the abilityv. Tan to effectively serve on the Company’s Au@ommittee.

The responsibilities of the Audit Committee includenong other things:

making recommendations to the Board concerningipointment, reappointment, retention, evaluatmersight and
termination of the work of the Company'’s indeperidarditor,

reviewing the experience, qualifications and perfance of the senior members of the independentarutdam;
pre-approving all non-audit services to be providgdhe Company’s independent auditor;

approving the remuneration and terms of engagenfehe Company’s independent auditor;

reviewing reports from the Company’s independeuitauregarding the independent auditor’s inteuality-control
procedures; and any material issues raised imtigt recent internal or peer review of such prooesiwor in any
inquiry, review or investigation by governmentabfgssional or other regulatory authority, resperindependent

audits conducted by the independent auditor, agdstaps taken to deal with these issues; and ¢esaghe
independent auditor’s independence) all relatiqgpsbietween the Company and the independent auditor;




pre-approving the hiring of any employee or forraeployee of the Company’s independent auditor was &'member
of the audit team during the preceding three yaadsthe hiring of any employee or former employetne independent
auditor for senior positions regardless of whethat person was a member of the Company’s audit;tea

reviewing the Company’s annual and interim finahstatements, earnings releases, critical accogipiticies and
practices used to prepare financial statementsnaltive treatments of financial information, ttieetiveness of the
Company’s disclosure controls and procedures apditant trends and developments in financial répgrractices
and requirements;

reviewing the scope, planning and staffing of ineraudits, the organization, responsibilitiesnplaesults, budget and
staffing of the Company’s Internal Audit Departménd defined and discussed below), the qualitygaaley and
effectiveness of the Company'’s internal controld any significant deficiencies or material weakessg the design or
operation of internal controls;

reviewing the Company’s risk assessment and managfgmolicies;

reviewing any legal matters that may have a mateniact and the adequacy and effectiveness o€tirapany’s legal
and regulatory compliance procedures;

establishing procedures for the treatment of comfdaeceived by the Company regarding financipbréng, internal
control or possible improprieties in other matteasid

obtaining and reviewing reports from managemet,Gbmpany’s internal auditor and the Company’s jredelent
auditor regarding compliance with applicable leyadl regulatory requirements.

The Audit Committee reports its work, findings aedommendations to the Board regularly.

The Audit Committee meets in person at least fisnes a year on a quarterly basis and on such otftarsions as may be
required to discuss and vote upon significant issliie meeting schedule for the year is planneédempreceding year. The
Company Secretary assists the chairman of the Aalitmittee in preparing the agenda for meetingsaasists the Audit
Committee in complying with the relevant rules aedulations. The relevant papers for the Audit @Gottee meetings were
dispatched to the Audit Committee in accordancé tie CG Code. Members of the Audit Committee nmajude matters for
discussion in the agenda if the need arises. Withigasonable time after an Audit Committee measiigeld, minutes are
circulated to the members of the Audit Committeetfi@ir comment and review prior to their approoiihe minutes at the
following or a subsequent Audit Committee meeting.

At each quarterly Audit Committee meeting, the A@ibmmittee reviews with the Chief Financial Offi@d the Company’s
independent auditors, the financial statementshi®ifinancial period and the financial and accaumprinciples, policies and
controls of the Company and its subsidiaries. drtipular, the Committee discusses (i) the chamyascounting policies and
practices, if any; (ii) the going concern assummidiii) compliance with accounting standards apglicable rules and other
legal requirements in relation to financial repagtand (iv) the internal controls of the Compang #re accounting and
financial reporting systems. Upon the recommewdati the Audit Committee, the Board approves tharfcial statements.




Compensation Committee

As of June 30, 2012, the members of the Compamyragensation Committee (the “Compensation Committeete
Mr. Lip-Bu Tan (chairman of Compensation Commitiéd). Tsuyoshi Kawanishi and Mr. Zhou Jie. Nondh#se members
of the Compensation Committee has been an exeafficer or employee of the Company or any of itbsidiaries.

The responsibilities of the Compensation Commiittekide, among other things:

approving and overseeing the total compensatiokgogcfor the Company’s executive officers and ahgioofficer,
evaluating the performance of and determining gpd@ving the compensation to be paid to the Compadiyief
Executive Officer and reviewing the results of @t@ef Executive Officer’s evaluation of the perfante of the
Company’s other executive officers;

determining the compensation packages of exechiineetors and making recommendations to the Boattd rgspect to
non-executive Director compensation, including ggbased compensation;

administering and periodically reviewing and makiegommendations to the Board regarding the logigr incentive
compensation or equity plans made available t®ihectors, employees and consultants;

reviewing and making recommendations to the Boaganding executive compensation philosophy, styadegl
principles and reviewing new and existing employmeansulting, retirement and severance agreenpeoposed for
the Company'’s executive officers; and

ensuring appropriate oversight of the Company’s &munesources policies and reviewing strategiedkstied to fulfill
the Company'’s ethical, legal, and human resouregsonsibilities.

The Compensation Committee reports its work, figdiand recommendations to the Board periodicallynbuess than four
times per year.

The Compensation Committee meets in person atfieastimes per year and on such other occasionsagsbe required to
discuss and vote upon significant issues affedtisgcompensation policy of the Company. The meetatgedule for the year
is planned in the preceding year. The Company &agrassists the chairman of the Compensation Ctewrin preparing the
agenda for meetings and assists the Compensatimm@ze in complying with the relevant rules angulations. The
relevant papers for the Compensation Committeeineate dispatched to Compensation Committee mesriberccordance
with the CG Code. Members of the Compensation Cdteenmay include matters for discussion in the dgefithe need
arises. Within a reasonable time after a Compams&@bmmittee meeting is held, minutes are circdl&wethe members of the
Compensation Committee for their comment and reyigar to their approval of the minutes at thedaling or a subsequent
Compensation Committee meeting.

Nomination Committee

As of June 30, 2012, the Company’s Nomination Cottemi(the “Nomination Committee”) comprised of Mhang Wenyi
(Chairman of Nomination Committee), Mr. Frank Meargd Mr. Lip-Bu Tan.

The responsibilities of the Nomination Committeelue:
reviewing the structure, size and composition (idaig the skills, knowledge and experience) ofBbard at least

annually and making recommendations on any propdsadges to the Board to complement the Companyfsocate
strategy;




identifying individuals suitably qualified to becenBoard members and making recommendations todhed®n the
selection of individuals nominated for directorship

assessing the independence of independent nonteseedirectors; and

making recommendations to the Board on the appeintror re-appointment of Directors and successianrning for
Directors, in particular the Chairman of the Boardl the Chief Executive Officer.

Internal Audit Department

The Company’s Internal Audit Department (the “ImrAudit Department”) works with and supports @@mpany’s
management team and the Audit Committee to evaaratecontribute to the improvement of risk managgmeontrol, and
governance systems. The risk-based audit plappioaed by the Audit Committee. Audit results aparted to the CEO and
the Audit Committee every quarter and throughoatytbar.

Based on this annual audit plan, the Internal ADdipartment audits the practices, procedures, ekjpea and internal
controls of the various departments in the Compa@hg. scope of the audit includes:

reviewing management’s control to ensure thelvéifg and integrity of financial and operating armation and the
means used to identify, measure, classify, andrtapah information;

reviewing the systems established or to be esheaiso ensure compliance with policies, plans, @doces, laws, and
regulations that could have a significant impacbperations and reports, and determining whetreCihmpany is in
compliance;

reviewing the means of safeguarding assets and) afyeropriate, verifying the existence of assets;
appraising the economy and efficiency with whicbowgrces are employed;

identifying significant risks, including fraud riskto the ability of the Company to meet its businebjectives,
communicating them to management and ensuringrihaagement has taken appropriate action to guaidsighose
risks; and

evaluating the effectiveness of controls supportiregoperations of the Company and providing recemndations as to
how those controls could be improved.

In addition, the Internal Audit Department will audreas of concern identified by senior manageroeobnduct reviews and
investigations on an ad hoc basis. In conductiege audits, the Internal Audit Department hasdreefull access to all
necessary functions, records, properties and peeton

After completing an audit, the Internal Audit Defmaent furnishes the Company’s management teamanmigtysis, appraisals,
recommendations, counsel, and information concgrtiia activities reviewed. Appropriate managerthefCompany will be
notified of any deficiencies cited by the InterAaidit Department, which will follow up with the ingmentation of audit
recommendations. In addition, the Internal AudipBxtment will report their findings directly to t#eidit Committee on at
least a quarterly basis.




The Internal Audit Department has direct accegtheédBoard through the chairman of the Audit ComeeitfThe Internal Audit
Department may upon request meet privately withAheit Committee, without the presence of membéth® Company'’s
management or the independent accounting firm.liiteenal Audit Department consists of members ef@ompany’s
management team.

CODE OF BUSINESS CONDUCT AND ETHICS

The Board has adopted a code of business conddeithits (the “Code of Conduct”) which providesdarce about doing
business with integrity and professionalism. Thel€of Conduct addresses issues including amomgptiiaud, conflicts of
interest, corporate opportunities, protection ¢éliectual property, transactions in the Compasgsurities, use of the
Company'’s assets, and relationships with custoaraighird parties. Any violation of the Code ofr@act is reported to the
Company’s Compliance Office, which will subsequgméport such violation to the Audit Committee.

U.S. Cor porate Gover nhance Practices

Companies listed on the New York Stock Exchanget musply with certain corporate governance stanslardler

Section 303A of the New York Stock Exchange LisBminpany Manual. Because the Company’s American Sy
Shares are registered with the United States Si=suaind Exchange Commission and are listed ohéwe York Stock
Exchange, the Company is also subject to certgt tbrporate governance requirements, includingyméthe provisions of
the Sarbanes-Oxley Act of 2002. However, becaus€timpany is a “foreign private issuer”, many @& torporate
governance rules in the NYSE Listed Company Mararahe NYSE Standards, do not apply to the Comp&ing Company
is permitted to follow corporate governance pragim accordance with Cayman Islands law and thregHkong Stock
Exchange Listing Rules in lieu of most of the cogie governance standards contained in the NY SkdlStes.

Set forth below is a brief summary of the signifitdifferences between the Company’s corporate mavee practices and
the corporate governance standards applicableSodémestic companies listed on the NYSE, or Uo&asktic issuers:

The NYSE Standards require U.S. domestic issudnave a nominating/corporate governance committegosed
entirely of independent directors. We are notacibijo this requirement, and we have not estaldishe
nominating/corporate governance committee. InsteadBoard has established a nomination committeeiew the
structure, size and composition (including thelskiknowledge and experience) of the Board at leastially, make
recommendations on any proposed changes to thel Bmaomplement the Company’s corporate strategptify
individuals suitably qualified to become Board memsbconsistent with criteria approved by the Boassgess the
independence of Independent Non-executive Direcinake recommendations to the Board on the sefeofio
individuals nominated for directorships, and mad@mmendations to the Board on the appointmergagpointment
of Directors and succession planning for Directorgarticular the chairman of the Board and thé&€hExecutive
Officer. However, such nomination committee is responsible for developing and recommending tdBib&rd a set of
corporate governance guidelines applicable to hrgany and overseeing the evaluation of the Boaddhaanagement.

The NYSE Standards provide detailed tests that tbBwestic issuers must use for determining indégece of
directors. While we may not specifically apply th¥SE tests, our Board assesses independencedrdacce with
Hong Kong Stock Exchange Listing Rules, and indage of audit committee members in accordanceRuita 10A-3
under the U.S. Securities




and Exchange Act of 1934, as amended, and considiether there are any relationships or circumssimhich are
likely to affect such director’s independence froranagement.

We believe that the composition of our board aaddmmittees and their respective duties and redipitities are
otherwise generally responsive to the relevant N'¥&hdards applicable to U.S. domestic issuersveider, the
charters for our audit and compensation committesg not address all aspects of the NYSE Standardsexample,
NYSE Standards require compensation committees ®f lbmestic issuers to produce a compensation d@teemeport
annually and include such report in their annuakprstatements or annual reports on Form 10-K. Wenat subject to
this requirement, and we have not addressed tlugricompensation committee charter. We disclos@athounts of
compensation of our directors on a named basightanfive highest individuals on an aggregate biasisir 2011 annual
report in accordance with the requirements of tbedgdiKong Stock Exchange Listing Rules.

The NYSE Standards require that shareholders neugiven the opportunity to vote on all equity comgegtion plans
and material revisions to those plans. We compti e requirements of Cayman Islands law and tvegHKong Stock
Exchange Listing Rules in determining whether shaldger approval is required, and we do not take @uinsideration
the NYSE's detailed definition of what are consetefmaterial revisions”.




OTHER INFORMATION

1.

DIVIDENDS

The Board of the Company proposed not to declaiatarim dividend for the period of the six mon#reded June 30,
2012.

SHARE CAPITAL

During the six months ended June 30, 2012, the @osnjssued 18,374,700 and 14,152,865 ordinary sludrine
Company (“Ordinary Shares”) as a result of the eserof equity awards granted pursuant to the Coyip2004
stock option plan (the “Stock Option Plan”) and @@mpany’s 2004 equity incentive plan (the “2004uiEy Incentive

Plan”), respectively.

Number of Shares Outstanding

Outstanding Share Capital as of June 30, 2012:
Ordinary Shares 31,975,662,740

Under the terms of the Company’s 2004 Equity IneerPlan, the Compensation Committee may granticesd share
units (“Restricted Share Units”) to eligible paipi@ants. Each Restricted Share Unit representsghéto receive one
Ordinary Share. Restricted Share Units grantettto employees and existing employees generallyatestate of
25% upon the first, second, third, and fourth aarsaries of the vesting commencement date. Updimges the
Restricted Share Units and subject to the terntkeofnsider Trading Policy and the payment by thdigipants of
applicable taxes, the Company will issue the raleparticipants the number of Ordinary Shares Uyihgy the awards
of Restricted Share Unit.




For the six months ended June 30, 2012, the CorapensCommittee granted a total of 62,670,000 Reett Share Units.
The remaining vesting dates of these RestrictedeStiaits (after deducting the number of Restri&dre Units granted but
cancelled due to the departure of eligible paréinip prior to vesting) approximately are as follows

Approximate no. of Restricted Share Units (the actual number of
shares eventually to beissued may change due to departure of

Vesting Dates digible participants prior to vesting)
2012
1-Jan 8,386,563
4-Feb 1,679,399
23-Feb 1,679,399
12-Mar 125,000
31-Mar 125,000
24-May 1,684,992
30-Jun 2,330,023
5-Aug 9,320,093
1-Sep 187,500
27-Oct 50,000
2012 Total 25,567,969
2013
1-Jan 8,386,561
4-Feb 1,679,398
23-Feb 1,679,398
12-Mar 125,000
31-Mar 125,000
1-May 15,667,500
24-May 1,684,992
30-Jun 2,330,023
5-Aug 9,320,093
1-Sep 187,500
2013 Total 41,185,465
2014
1-Jan 8,386,563
4-Feb 1,679,399
23-Feb 1,679,399
12-Mar 125,000
31-Mar 125,000
1-May 15,667,500
24-May 1,684,993
30-Jun 2,330,024
5-Aug 9,320,093
1-Sep 187,500
2014 Total 41,185,471
2015
1-Jan 4,339,009
1-May 15,667,500
24-May 1,684,992
30-Jun 2,330,023
5-Aug 9,320,093
2015 Total 33,341,617
2016
1-May 15,667,500
2016 Total 15,667,500




SUBSTANTIAL SHAREHOLDERS' INTERESTS

Set out below are the names of the parties (nogteidirector or chief executive of the Company)chiwere
interested in five percent or more of the nomiredle of the share capital of the Company and thgeetive relevant
numbers of shares in which they were interesteaf dane 30, 2012 as recorded in the register kggtdo Company
under section 336 of the Securities and Futuregn@nde (Cap.571 of the Laws of Hong Kondg3gO”).

Per centage of
Number of Shares/ Issued Share
Name of Shareholder Underlying Shares Held(1) Capital
Datang Telecom Technology & Industry Holdings Cad. 6,213,468,341 19.43%
(“Datang”) (long position)(2)
China Investment Corporation 3,605,890,530 11.28%
(long position)(3)
Shanghai Industrial Investment (Holdings) Compaiyited 145,008,000 0.45%
“scn) (long position)(4)
1,833,269,340 5.74%
(long position)(5)
Total 1,978,277,340 6.19%
(long position)
Taiwan Semiconductor Manufacturing Company LimitefSM C”) 1,789,493,218 5.60%
(long position)(6)
840,141,387 2.63%
(long position)(7)
Total 2,629,634,605 8.23%

(long position)

Notes:
(1) Basedon 31,975,662,740 Ordinary Shares in issaéame 30, 2012.

(2) All such shares are held by Datang Holdings (Hongkdénvestment Company Limited which is a whollyred
subsidiary of Datang Telecom Technology & Indusinidings Co., Ltd. The warrants to subscribe for
16,991,371 convertible preferred sharers have edince the filing of Datang’'s Form 2 (CorporatdSantial
Shareholder Notice) dated September 16, 2011.

(3) All such shares are held by Country Hill Limite@ountry Hill Limited is wholly-owned subsidiary &ridge
Hill Investments Limited, which is a subsidiary ¢talled by China Investment Corporation.

(4) All such shares are held by SIIC Treasury (B.\Lithited which is a wholly-owned subsidiary of SIIC.

(5) All such shares are held by S.I. Technology Pradndtioldings Limited (“SITPHL”") which is an indiréc
wholly-owned subsidiary of SIIC. SITPHL is a whelbbwned subsidiary of Shanghai Industrial Financial
(Holdings) Company Limited (“SIFHCL") which in turis a wholly-owned subsidiary of Shanghai Industria
Financial Holdings Limited (“SIFHL"). By virtue ahe SFO, SIIC and its subsidiaries, SIFHCL arfeH&!l are
deemed to be interested in the 1,833,269,340 OndBiaares held by SITPHL. As at June 30, 2012, the
Company’s Director, Mr. Zhou Jie, is an executiirector and a president of SIIC. He is also agceative
director, the vice chairman and the chief executiffieer of Shanghai Industrial Holdings Limitedid the
Company’s understanding that voting and investmentrol over the shares beneficially owned by Sit€
maintained by the board of directors of SIIC.




(6) All such Ordinary Shares are held by TSMC.

(7) This represents the warrant held by TSMC to subscin aggregate, up to 840,141,387 ordinary shaudgect
to adjustment, at an exercise price of HK$1.30gbare, as recorded in the register kept by the @asnpnder
section 336 of the SFO. As at the date of thismtepo portion of this warrant has been exercised.

SHAREHOLDING INTERESTS OF THE DIRECTORS OF THE COMPY
As of June 30, 2012, the interests or short passtif the Directors in the Ordinary Shares, undeglghares and

debentures of the Company (within the meaning of R¢ of the SFO, as recorded in the register regfito be kept
under section 352 of the SFO or as otherwise edtifdo the Company and SEHK pursuant to the ModdeLwere as

follows:

Per centage of
Number of Aggregate
Shared Intereststo
Long/Short Nature of Underlying Total Issued
Board Member Position Interest SharesHeld Share Capital
Executive Directors
Zhang Wenyi Long Position Personal Interest(1) 21,746,883
Long Position Personal Interest(2) 9,320,093
Total 31,066,976
Tzu-Yin Chiu(12) Long Position Personal Interest(3) 4,006,666
Long Position Personal Interest(4) 86,987,535
Long Position Personal Interest(5) 37,280,372
Total 128,274,573
Non-executive Directors
Chen Shanzhi Long Position  Personal Interest(6) 3,145,319
Gao Yonggang Long Position  Personal Interest(6) 3,145,319
Independent Non-executive Director
Tsuyoshi Kawanishi Long Position Personal Interest(7) 3,134,877
Long Position Personal Interest(8) 1,000,000
Long Position Personal Interest(9) 500,000
Personal
Long Position Interest(10) 1,500,000
Total 6,134,877
Frank Meng Personal
Long Position Interest(11) 4,471,244
Lip-Bu Tan Personal Interest(7) 3,134,877
Personal Interest(8) 1,000,000
Personal Interest(9) 500,000
Total 4,634,877

* Indicates less than 1%.




Notes:

1)

(2)

(3)
(4)

()

(6)

(7)

(8)

(9)

(10)

(11)

(12)

On September 8, 2011, Mr. Zhang was granted aprmopti purchase 21,746,883 Ordinary Shares at a pfielK$0.455
per share pursuant to the Stock Option Plan. Tbhpsens will expire on the earlier of Septembe2@21 or 120 days
after termination of the Director’s service to Beard. As of June 30, 2012, none of these optiane een exercised.

On September 8, 2011, Mr. Zhang was granted andaefdd,320,093 restricted share units (each repteggthe right

to receive one Ordinary Share) pursuant to the Gmyip 2004 Equity Incentive Plan. 25% of theseriestd share units
will vest on each anniversary of June 30, 2011,Aang’s date of appointment as Director, and élfully vested on
June 30, 2015.

Dr. Chiu has an interest in 4,006,666 Ordinary 8saif the Company.

On September 8, 2011, Dr. Chiu was granted anmpbigurchase 86,987,535 Ordinary Shares at a pfiEd<$0.455
per share pursuant to the Stock Option Plan. Thpsens will expire on the earlier of Septembe2@21 or 120 days
after termination of the Director’s service to Beard. As of June 30, 2012, none of these optiane fbeen exercised.

On September 8, 2011, Dr. Chiu was granted an awfa3@d,280,372 restricted share units (each reptieggthe right to
receive one Ordinary Share) pursuant to the Conip@®p4 Equity Incentive Plan. 25% of these restdcshare units
will vest on each anniversary of the August 5, 2@ Chiu’'s date of appointment as CEO, and wélifblly vested on
August 5, 2015.

On May 24, 2010, each of Dr. Chen and Mr. Gao waatgd an option to purchase 3,145,319 OrdinaryeShat a price
per share of HK$0.64. These options will expirethom earlier of May 23, 2020 or 120 days after teation of each of
the Directors’ service to the Board. As of JuneZIL2, none of these options have been exercised.

On February 23, 2010, each of Mr. Kawanishi andTdn was granted with an option to purchase 3,734®@dinary
Shares, at a price per share of HK$0.77, purswaiet Stock Option Plan. These options will expinethe earlier of
February 22, 2020 or 120 days after terminatioeauth of the Directors’ service to the Board. Aswie 30, 2012, none
of these options have been exercised.

On February 17, 2009, each of Mr. Kawanishi andTdn and was granted an option to purchase 1,00@@@8inary
Shares at a price per share of HK$0.27. Theseraptidl expire on the earlier of February 17, 2@t920 days after
termination of each of the Directors’ service te Board. As of June 30, 2012, none of these optians been
exercised.

On September 29, 2006, each of Mr. Kawanishi andTisin was granted an option to purchase 500,00lha&xdShares
at a price of US$0.132 per share. These optionse fully vested on May 30, 2008 and will expire be earlier of
September 29, 2016 or 120 days after terminaticgaoh of the Directors’ service to the Board. ASurfie 30, 2012,
none of these options have been exercised.

Mr. Kawanishi has been granted options to purchasgggregate of 1,500,000 Ordinary Shares, if ®igrcised.
Options to purchase 500,000 Ordinary Share exmineduly 11, 2012, and options to purchase 1,0000@Mhary
Shares will expire on January 14, 2014, none otWwhiave been exercised as of June 30, 2012.

On November 17, 2011, Mr. Meng was granted an onfbgurchase 4,471,244 Ordinary Shares at a pfiek$0.4
per share pursuant to the Stock Option Plan. Thpgens will expire on the earlier of November 2621 or 120 days
after termination of the Director’s service to Beard. As of June 30, 2012, none of these optiane been exercised.

On July 6, 2012, Dr. Tzu-Yin Chiu purchased 1,788,@rdinary Shares and 34,700 American Deposithayes
(“ADSs”, each ADS represents 50 Ordinary Sharesheropen market.




2001 STOCK OPTION PLANS

Weighted Weighted
Average Average
Closing Price  Closing Price
Options of Shares of Shares
Lapsed Due immediately immediately
to before Dates  before Dates
Repurchase on which on which
Exercise Options Options  of Ordinary Options  Options Options Options Options
No. of PricePer Outstanding  Lapsed Shares Exercised Cancelled Outstanding were were
Name/Eligible Date Period during which Options Share as of During During During During asof Exercised Granted
Employees Granted Rights Exercisable Granted (USD) 12/31/11 Period Period* Period Period 6/30/12 (USD) (USD)
Employees 2002/1/24  1/24/2002-1/23/2012 47,653,000 $ 0.01 2,990,000 — — 2,990,000 — — $ 0.04 $ 0.03
Employees 2002/1/24  1/24/2002-1/23/2012 7,684,500 $ 0.02 326,900 135,900 — 191,000 — — % 0.06 $ 0.03
Employees 2002/4/10 4/10/2002-4/09/2012 48,699,000 $ 0.02 4,002,900 549,400 — 3,453,500 — — 0.06 $ 0.05
Employees 2002/6/28 6/28/2002-6/27/2012 39,740,000 $ 0.02 2,464,000 112,000 — 2,252,000 — 100,000 $ 0.07 $ 0.06
Employees 2002/6/28 6/28/2002-6/27/2012 18,944,000 $ 0.05 3,229,000 3,229,000 — — — — $ 0.06 $ 0.06
Kawanishi Tsuyoshi 2002/7/11  7/11/2002-7/10/2012 500,000 $ 0.05 500,000 — — — — 500,000 $ 0.00 $ 0.07
Employees 2002/7/11  7/11/2002-7/10/2012 2,780,000 $ 0.05 30,000 — — — — 30,000 $ 0.00 $ 0.07
Service Providers 2002/9/26 9/26/2002-9/25/2012 50,000 $ 0.05 50,000 —_ — — — 50,000 $ 0.00 $ 0.03
Employees 2002/9/26  9/26/2005-9/25/2012 5,770,000 $ 0.02 1,205,000 — — — — 1,205,000 $ 0.07 $ 0.08
Employees 2002/9/26  9/26/2005-9/25/2012 65,948,300 $ 0.05 8,719,400 625,100 — 262,000 — 7,832,300 $ 0.08 $ 0.08
Employees 2003/1/9  1/09/2003-1/08/2013 53,831,000 $ 0.05 3,781,400 924,000 — 200,000 — 2,657,400 $ 0.08 $ 0.10
Employees 2003/4/1  4/01/2003-3/31/2013 18,804,900 $ 0.05 3,087,374 93,604 — 45,000 — 2,948,770 $ 0.08 $ 0.14
Employees 2003/4/24  4/24/2003-4/23/2013 58,488,000 $ 0.05 7,078,000 24,000 — — — 7,054,000 $ 0.08 $ 0.14
Employees 2003/7/15 7/15/2003-7/14/2013 59,699,900 $ 0.05 7,455810 127,800 — 1,100,000 — 6,228,010 $ 0.08 $ 0.17
Employees 10/10/2003-10
2003/10/10 /09/2013 49,535,400 $ 0.10 9,962,500 972,200 — — — 8,990,300 $ 0.00 $ 0.29
Employees 2004/1/5 1/05/2004-1/04/2014 130,901,110 $ 0.10 33,154,717 1,237,699 — — — 31,917,018 $ 0.10 $ 0.33
Kawanishi Tsuyoshi 2004/1/15 1/15/2004-1/14/2014 1,000,000 $ 0.10 1,000,000 — — — — 1,000,000 $ 0.00 $ 0.33
Service Providers ~ 2004/1/15 1/15/2004-3/01/2005 4,100,000 $ 0.10 100,000 — — — — 100,000 $ 0.00 $ 0.14
Senior Management 2004/1/15 1/15/2004-1/14/2014 2,700,000 $ 0.10 1,755,000 700,000 — — — 1,055,000 $ 0.00 $ 0.14
Others 2004/1/15 1/15/2004-1/14/2014 4,600,000 $ 0.10 1,500,000 500,000 — — — 1,000,000 $ 0.00 $ 0.35
Employees 2004/1/15 1/15/2004-1/14/2014 20,885,000 $ 0.10 3,724,000 200,000 — — — 3,524,000 $ 0.00 $ 0.33
Senior Management 2004/2/16 2/16/2004-2/15/2014 900,000 $ 0.25 300,000 — — — — 300,000 $ 0.00 $ 0.33
Employees 2004/2/16 2/16/2004-2/15/2014 14,948,600 $ 0.10 3,607,700 72,800 — — — 3,534,900 $ 0.00 $ 0.33
Employees 2004/2/16 2/16/2004-2/15/2014 76,454,880 $ 0.25 23,078,210 1,813,500 — — — 21,264,710 $ 0.00 $ 0.33
2001 PREFERENCE SHARE PLANS
Weighted Weighted
Average Average
Closing Price  Closing Price
Options of Shares of Shares
L apsed Due immediately immediately
to beforeDates  before Dates
Repurchase on which on which
Exercise Options Options  of Ordinary Options  Options Options Options Options
No. of PricePer Outstanding  Lapsed Shares Exercised Cancelled Outstanding were were
Name/Eligible Date Period during which Options Share asof During During During During asof Exercised Granted
Employees Granted Rights Exercisable Granted (USD) 12/31/11 Period Period* Period Period 6/30/12 (USD) (USD)
Employees 2002/1/24 1/24/2002-1/23/2012 58,357,500 $ 0.11 2,598,700 2,598,700 — — — — $ 0.00 $ 0.12
Employees 2002/4/10 4/10/2002-4/09/2012 52,734,000 $ 0.11 1,774,900 1,774,900 — — — — $ 0.00 $ 0.13
Employees 2002/6/28 6/28/2002-6/27/2012 63,332,000 $ 0.11 5,258,000 5,258,000 — — — — $ 0.00 $ 0.14
Service Providers 2002/7/11  7/11/2002-7/10/2012 462,000 $ 0.11 202,000 —_ — — — 202,000 $ 0.00 $ 0.14
Employees 2002/7/11  7/11/2002-7/10/2012 4,530,000 $ 0.11 55,000 25,000 — — — 30,000 $ 0.00 $ 0.14
Service Providers ~ 2002/9/26 9/26/2002-9/25/2012 50,000 $ 0.11 50,000 — — — — 50,000 $ 0.00 $ 0.15
Employees 2002/9/26 9/26/2002-9/25/2012 73,804,800 $ 0.11 8,424,900 770,100 — — — 7,654,800 $ 0.00 $ 0.15
Employees 2003/1/9  1/09/2003-1/08/2013 12,686,000 $ 0.11 667,000 470,000 — — — 197,000 $ 0.00 $ 0.17




