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CAUTIONARY STATEMENT FOR PROVISIONS OF THE PRIVATEECURITIES LITIGATION REFORM ACT OF 1995

This interim report contains, in addition to histat information, “forward-looking statements” withthe meaning of the “safe harbor”
provisions of the U.S. Private Securities LitigatiReform Act of 1995. These forward-looking statateere based on SMIC'’s current
assumptions, expectations and projections aboutf@vents. SMIC uses words like “believe,” “amgate,” “intend,” “estimate,” “expect,”
“project” and similar expressions to identify fomsldooking statements, although not all forwardkiog statements contain these words. These
forward-looking statements are necessarily estim@giecting the best judgment of SMIC’s senior agement and involve significant risks,
both known and unknown, uncertainties and othepfadhat may cause SMIC'’s actual performancenfired condition or results of operations
to be materially different from those suggestedHhsyforward-looking statements including, amongeahrisks associated with cyclicality and
market conditions in the semiconductor industrigrise competition, timely wafer acceptance by SklkTistomers, timely introduction of new
technologies, SMIC'’s ability to ramp new productivolume, supply and demand for semiconductondioy services, industry overcapacity,
shortages in equipment, components and raw mateaiailability of manufacturing capacity, finarig#ability in end markets and intensive
intellectual property litigation in high tech indos

In addition to the information contained in thiseinm report, you should also consider the infororatontained in our other filings with the
SEC, including our annual report on Form 20-F fildgth the SEC on April 14, 2014, especially in tRésk Factors” section and such other
documents that we may file with the SEC or SEHKxfriime to time, including on Form 6-K. Other unknowar unpredictable factors also could
have material adverse effects on our future respétformance or achievements. In light of theskstiuncertainties, assumptions and factors,
the forward-looking events discussed in this imeréport may not occur. You are cautioned not &e@lundue reliance on these forward-looking
statements, which speak only as of the date statéfino date is stated, as of the date of thiisrim report.

Except as required by law, SMIC undertakes no alibg and does not intend to update any forwar##apstatement, whether as a result of
new information, future events or otherwise.




Table of Contents

SMIC

ADDITIONAL INFORMATION

References in this interim report to:

“2014 AGM" are to the Company’s annual general nimgeteld on June 27, 2014;
“Board” are to the board of directors of the Compan

“China” or “PRC" are to the People’s Republic ofi@d excluding for the purpose of this interim rgpblong Kong, Macau and
Taiwan;

“Company” or “SMIC” are to Semiconductor Manufadhg International Corporation;
“EUR” are to Euros;

“Group” are to the Company and its subsidiaries;

“HK$” are to Hong Kong dollars;

“Hong Kong Stock Exchange Listing Rules” are to Bides Governing the Listing of Securities on Thec® Exchange of Hong Kong
Limited, as amended from time to time;

“IFRS” are to International Financial Reporting ®lards as issued by the International Accountieg&irds Board;
“JPY” are to Japanese Yen;

“NYSE” or “New York Stock Exchange” are to the N&fork Stock Exchange, Inc.;

“Ordinary Share(s)” are to the ordinary share(s)y6%0.0004 each in the share capital of the Company

“RMB” are to Renminbi;

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

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

“US$” or “USD” are to U.S. dollars;

“U.S. GAAP” are to the generally accepted accounfinnciples in the United States.

All references in this interim report to silicon feaquantities are to 8-inch wafer equivalentseasalotherwise specified. Conversion of
quantities of 12-inch wafers to 8-inch wafer eqléwss is achieved by multiplying the number of b2k wafers by 2.25. When we refer to the
capacity of wafer fabrication facilities, we aréereing to the installed capacity based on speatifims established by the manufacturers of the
equipment used in those facilities. Referencesjoptocess technology nodes, such as 0.35 micr@s,micron, 0.18 micron, 0.15 micron, 0.13
micron, 90 nanometer, 65 nanometer and 45 nanomnetade the stated resolution of the process taldyy, as well as intermediate resolutions
down to but not including the next key process medtgy node of finer resolution. For example, whenstate “0.25 micron process
technology,” that also includes 0.22 micron, 0.2trom, 0.20 micron and 0.19 micron technologies ‘@nil8 micron process technology” also
includes 0.17 micron and 0.16 micron technolodié® financial information presented in this interieport has been prepared in accordance
with IFRS. The financial information presentedtie tinnual reports prior to 2011 was prepared iordence with U.S. GAAP.
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LETTER TO SHAREHOLDERS
DEAR SHAREHOLDERS,

We are pleased to report that SMIC has register@fit for nine quarters in a row, achieving recdrigh revenue (excluding contributions from
Wuhan Xinxin) for the second quarter of 2014 witk highest gross profit margin since 2005. Durlrgdecond quarter, revenue from PRC
customers exceeded revenue from other regionfédiirst time in SMIC's history, as we continuedctpture growth opportunities by
leveraging our unique position in China. Our 8-ifietilities are operating at full capacity; howewee have secured some second-hand 8-inch
equipment and will begin to expand our 8-inch cépac Shenzhen to meet the future demand for difiéated technologies from global and
domestic customers. Meanwhile, to responsively mats customers’ demand for 28nm, we will convedd apgrade part of our 40nm capacity
in Shanghai for 28nm capacity readiness by theoé2014.

Over the past six months, our Company has madéncmnis progress in the research and developmerthainced processes; we have begun
28nm customer tape-out and in the second quar@0bf, we reached an agreement with Qualcomm éseatooperation in 28nm process
technology and wafer fabrication. These developmesgresent a significant milestone of SMIC. SMHES Further proved its strengths and
commitment to meet customers’ requirements accgrtirtheir product features and provide the advéimoele technologies required. The
Company also achieved fruitful results in completagncooperation with other leading players ing$keeniconductor industry chain. In
February 2014, SMIC entered into an agreement Jigthgsu Changjiang Electronics Technology Co. ihtespect to the establishment of a
majority-owned subsidiary for the 12-inch bumpiegridry service and ancillary testing capabilityiangyin, aiming to provide foreign and
domestic customers IC design in China with one-propluction services offering premium quality, @ffincy and convenience.

To fund the expansion of our 8-inch and 12-inch afacturing facilities, the Company successfully pbéeted another financing exercise in the
capital market on 4 June with proceeds of US$296omi Together with the capital commitment providey Datang and CIC, an aggregate of
US$396 million has been raised. The financing @gerwas received with enthusiastic market respandeactive participation of investors as
total subscription significantly exceeded the Conyoriginal target, reflecting market recognitiohand confidence in the track records of the
Company’s management team and its development fgalse future. | would like to thank in particulaur major shareholders including
Datang, CIC and SIIC for their active participateomd great support. The Company will continue toagrce its effort in the forthcoming years,
with the goal of delivering good operating perfono@ and return on investment.

To accelerate the development of the semicondactdrelated industries, the PRC government hasylgated the “Outline on promoting the
development of semiconductor and related industtie st 52 S5 B RS = FE oS EHEAIEE ) ). As the largest and most advanced
semiconductor foundry in China, SMIC is set to biéfieom the overall expansion of semiconductor aeléted industries driven by such policy.
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In addition, the Company continued to activelyiflifs social responsibility during the first haif 2014. SMIC has donated an additional
RMB2 million (including staff donation) to fund kv transplants for impoverished children at Remjspital in Shanghai in May 2014, taking
the accumulated donation from SMIC to RMB4 milli@MIC plans to support such charitable progranthénfuture.

All'in all, we are making preparations in termsapacity and technology for the many exciting n@partunities. We continue to emphasize the
priority of sustained profitability and carefullygmned growth, and we would like to reiterate auemtion to diligently and carefully execute our
business plan with the interests of our sharehslolemind. We would like to again express our siaggatitude to all of our shareholders,
customers, suppliers, and employees for their ooat interest and support for the development ofCGSM

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

Shanghai, China
August 28, 2014
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION AND RESULTS OF OPERATIONS

The Board of Directors (the “Board”) of Semicondudtlanufacturing International Corporation (the f@oany”) would like to announce the
unaudited interim results of operations of the Campand its subsidiaries for the six months endee B0, 2014, and would like to express its
gratitude to the shareholders and its staff foir thepport for the Company.

SALES

Sales decreased by 7.7% from US$1,042.9 millioriifersix months ended June 30, 2013 to US$962libmibr the six months ended June 30,
2014, primarily because there had been no wafengts from Wuhan Xinxin Semiconductor Manufactgr@orporation (“Wuhan Xinxin”)
since the first quarter of 2014. The number of wafépments decreased by 6.7% from 1,319,427 8swafkr equivalents for the six months
ended June 30, 2013 to 1,230,385 8-inch wafer atgrits for the six months ended June 30, 2014.

COST OF SALES AND GROSS PROFIT

Cost of sales decreased by 10.6% from US$809.4omiibr the six months ended June 30, 2013 to US$7aillion for the six months ended
June 30, 2014.

The Company had a gross profit of US$239.2 milfimmthe six months ended June 30, 2014 comparadytoss profit of US$233.5 million for

the six months ended June 30, 2013, representingcerase of 2.4%. Gross margin increased to 24d8%he six months ended June 30, 2014
from 22.4% for the six months ended June 30, 20h8.increase in gross margin was primarily becajyseere were no wafer shipments from
Wuhan Xinxin which had lower gross margin sinceftrst quarter of 2014, and 2) of improved fab @éncy in the first half of 2014.

PROFIT FOR THE PERIOD FROM OPERATING

Profit from operations decreased from US$130.5ionilfor the six months ended June 30, 2013 to USaifllion for the six months ended
June 30, 2014 primarily due to 1) the gain arigiogn the partial disposal of the living quartersShanghai in the first half of 2013 and 2) the
gain arising from the disposal of the Company’altotvnership interest in SMIC (Wuhan) Developmeatgration (“WHDM") which was
mainly engaged in the construction, operation andagement of the Company’s living quarters andasho Wuhan in the first half of 2013.

Research and development expenses increased 19 82:% US$61.5 million for the six months ended€)30, 2013 to US$81.7 million for
the six months ended June 30, 2014. The increasenamly due to an increase in R&D activities.

General and administrative expenses decreased.6%Z8m US$76.8 million for the six months endede 30, 2013 to US$58.7 million for
the six months ended June 30, 2014. The decreaspnmaarily due to a decrease in accrued emplogeesin the first half of 2014.

Sales and marketing expenses increased by 3.9%U&®H18.0 million for the six months ended June2®,3 to US$18.7 million for the six
months ended June 30, 2014.

Other operating income were US$7.8 million and WES$5nillion for the six months ended June 30, 28dd 2013, respectively, and the
decrease was due to 1) the gains arising fromahépdisposal of the Company’s living quartersSimanghai in the first half of 2013 and 2) the
gains arising from the disposal of the Companytaltownership interest in WHDM which was mainly aggd in the construction, operation
and management of the Company'’s living quarterssehdols in Wuhan in the first half of 2013.
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As a result, the Company’s profit from operatioesr@ased to US$87.8 million for the six months entiene 30, 2014 from US$130.5 million
for the six months ended June 30, 2013.

PROFIT FOR THE PERIOD

Due to the factors described above, the Companyhmdfit attributable to holders of Ordinary Steoé US$76.1 million for the six months
ended June 30, 2014 compared to US$115.8 millinthfosix months ended June 30, 2013.

FUNDING SOURCES FOR MATERIAL CAPITAL EXPENDITURE INHE CURRENT YEAR

In 2014, the Company plans to spend approximat&$21J1 billion in capital expenditures for foundpyesations which are subject to
adjustment based on market conditions. The capifanditures are mainly for 1) Semiconductor Maatwfiang North China (Beijing)
Corporation (“SMNC”), the Company’s majority ownsdbsidiary in Beijing, which is 55% funded by ther@pany and 45% funded by other
shareholders of the entity, 2) the acquisitions#diequipment for the Company’s Shenzhen 8-inch3fathe product- mix change including
conversion from 40/45nm to 28nm in the Company’ar§jfnai 12-inch fab, and 4) the expansion of capatiour Tianjin 8-inch fab from 39K
to 42K.

In addition, the Company budgeted approximately 1183million in 2014 as capital expenditures for nfmundry operations. This is mainly for
the construction of living quarters for employesgart of the Company’s employee retention progféime. Company plans to rent out or sell
some of these living units to employees in theriitu

The primary sources of capital resources and liguidclude cash generated from operations, bamkolongs and debt or equity issuances and
other forms of financing.

LIQUIDITY AND CAPITAL RESOURCES

For the six months ended June 30, 2014, the Comipanyred capital expenditures of US$250.8 milleampared to US$486.5 million for the
six months ended June 30, 2013. The Company hascid capital expenditures substantially with dksts generated from operating and
financing activities.

The Company had US$573.3 million in cash and cgsivelent as of June 30, 2014. These cash andecpstalent are held in the form of
United States Dollars, Japanese Yen, Euro, andeGhiRenminbi. The net cash from operating activitiereased by 6.0% from US$263.0
million for the six months ended June 30, 2013 86P78.7 million for the six months ended June 8042

Net cash used in investing activities was US$35&lBon for the six months ended June 30, 2014narily attributable to 1) purchases of plant
and equipment for the fabs in Shanghai and Beigingl, 2) the net result of proceeds from and payfieershort-term investments carried at fair
value through profit or loss. For the six monthdeshJune 30, 2013, net cash used in investingitiasiwas US$325.2 million primarily
attributable to purchases of plant and equipmenthi® fabs in Shanghai and Beijing.
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The Company'’s net cash generated from (used iahéiimg activities were US$188.8 million and US$833nillion for the six months ended
June 30, 2014 and 2013, respectively. They weragrify 1) the net result of proceeds from new baokowings and repayments of bank
borrowings and 2) net proceeds from the issueettnvertible bonds and net proceeds from the isbonew Ordinary Shares in the first half of
2014.

As of June 30, 2014, the Company'’s outstanding-teng liabilities primarily consisted of US$592.8llion in secured bank loans, US$50.5
million in unsecured bank loans and US$352.3 nmiliio convertible bonds. Of which, US$212.9 milliaas classified as the current portion of
long-term loans. The long- term loans are repayihilestallments which will commence in Septemb@t4£2 and will mature in February 2018.

2012 USD Loan (SMIC Shanghai)

In March 2012, Semiconductor Manufacturing Inteioral! (Shanghai) Corporation (“SMIS”) entered iat@ban facility in the aggregate
principal amount of US$268 million with a consontiwf international and Chinese banks. This thres-pank facility was used to finance the
working capital for SMIS’ 8-inch fab. The facilityas secured by the manufacturing equipment lodatéte SMIS’ 8-inch fabs, buildings and
land use right of SMIS. As of June 30, 2014, SM&fl Hrawn down US$268 million and repaid US$134iarilbn this loan facility. The
outstanding balance of US$134 million is repayddyléMarch 2015. The interest rate on this loan fgaianged from 3.64% to 3.87% for the six
months ended June 30, 2014.

SMIS was in compliance with the related financ@enants as of June 30, 2014.
2013 USD Loan (SMIC Shanghai)

In August 2013, SMIS entered into a loan facilitythe aggregate principal amount of US$470 millioth a syndicate of financial institutions
based in the PRC. This seven-year bank facility wezsl to finance the planned expansion for SMISinth fab. The facility was secured by the
manufacturing equipment located in the 12-inch fafd buildings of SMIS. As of June 30, 2014, SM#8 ldrawn down US$260 million. The
outstanding balance of US$260 million is repaydimen August 2015 to February 2018. The interest cat this loan facility ranged from 4.33%
to 4.89% for the six months ended June 30, 2014.

SMIS was in compliance with the related financ@enants as of June 30, 2014.
2012 USD Loan (SMIC Beijing)

In March 2012, Semiconductor Manufacturing Inteioval (Beijing) Corporation (“SMIB”) entered intbé Beijing USD syndicate loan, a
seven-year loan facility in the aggregate princgrabunt of US$600 million, with a syndicate of ficéal institutions based in the PRC. This
seven-year bank facility was used to expand thaagpof SMIB’s 12 inch fabs. The facility was seed by the manufacturing equipment
owned by the SMIB and Semiconductor Manufacturimtgrnational (Tianjin) Corporation (“SMIT”) fabshd the 100% equity of SMIB and
SMIT. On September 26, 2013, SMIB and the syndiaatended the loan facility amount to US$260 millids of June 30, 2014, SMIB had
drawn down US$260 million and repaid US$61.2 millio respect of this loan facility. The outstandbajance of US$198.8 million is
repayable by September 2017. The interest rathistoan facility ranged from 5.83% to 5.88% foe tix months ended June 30, 2014.

SMIB was in compliance with the related financiavenants as of June 30, 2014.
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2013 EXIM USD Loan (SMIC Beijing)

In June 2013, SMIB entered into a new USD Loamenty-six-month working capital loan facility inetprincipal amount of US$60 million
with The Export-Import Bank of China, which was easred. This twenty- six-month bank facility wagdisor working capital purposes. As of
June 30, 2014, SMIB had drawn down US$40 milliorttas loan facility. The principal amount is repbigin August 2015. The interest rate on
this loan facility ranged from 3.33% to 3.35% fbe tsix months ended June 30, 2014.

2013 China Investment Development Corporation (“CICC”) Entrusted Loan (SMIC Beijing)

In June 2013, SMIB entered into a new RMB Loarweryear working capital entrusted loan facilitytie principal amount of RMB70 million
(approximately US$11.2 million) with CIDC througthi@a CITIC Bank, which was unsecured. This two-yaarusted loan facility was used
for working capital purposes. As of June 30, 28M|B had drawn down RMB70 million (approximately $8.2 million) and repaid RMB4.5
million (approximately US$0.7 million) on this lodacility. The outstanding balance of RMB65.5 noitli (approximately US$10.5 million) is
repayable in June 2015. The interest rate onahis facility was 12% for the six months ended J®e2014, which was set in accordance with
the living quarter investment & co-development agnent entered into with CIDC and Zhongxin Xiechémgestment (Beijing) Co., Ltd.

Short-term Credit Agreements

As of June 30, 2014, the Company had 21 short-teealit agreements that provided total credit faesiup to US$922.4 million on a revolving
credit basis. As of June 30, 2014, the Companydnad@n down US$152.4 million under these credit egrents. The outstanding borrowings
under these credit agreements were unsecured,tdrcép5$20.0 million, which was secured by timgadsits of US$18.8 million. The interest
rate on this loan facility ranged from 1.98% to&4for the six months ended June 30, 2014.

In May 2012, SMIS entered into a four-year stratdgaimework credit facility in the aggregate amoofiRMBS5 billion with China
Development Bank. The 2013 USD Loan (SMIC Shangtmiftituted part of this strategic framework créaitility.

COMMITMENTS

As of June 30, 2014, the Company had commitmentsS$f137.8 million for facilities construction obdiions in Beijing, Tianjin, Shanghai and
Shenzhen, US$199.0 million to purchase machinedyegiuipment mainly for the Beijing, Tianjin, Shaaghnd Shenzhen fabs and US$23.2
million to purchase intangible assets.

DEBT TO EQUITY RATIO

As of June 30, 2014, the Company'’s debt to eqaitip was approximately 39.7% which was calculatedibiding the sum of the short-term
and long-term borrowings and convertible bondsdbgltshareholders’ equity.

FOREIGN EXCHANGE RATE FLUCTUATION RISK

The Company'’s revenue, expense, and capital exjpeesliare primarily transacted in U.S. dollars. Teenpany also enters into transactions in
other currencies. The Company is primarily expdsethanges in exchange rates for the Euro, Jap&eesend RMB against the US dollar.
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To minimize these risks, the Company purchasesdgioreurrency forward exchange contracts with cattarms normally lasting less than
twelve months to protect against the adverse efffettexchange rate fluctuations may have on fareigrency denominated transactions. These
forward exchange contracts are principally denotethin RMB, Japanese Yen or Euro against the Urdahd do not qualify for hedge
accounting in accordance with IFRS.

EMPLOYEES EQUITY INCENTIVE PLAN

Save as disclosed in this interim report, ther@isnaterial change to the information discloseth@2013 annual report of the Company in
relation to the number and remuneration of emplsyssmuneration policies, bonus and share optibarses of employees.

PROSPECTS AND FUTURE PLANS

The Company reached a quarterly record high inmeeén the second quarter when excluding wafemséigs from Wuhan Xinxin, and
improved on its gross margin. The Company will aount its strategic execution to capture growth eppities via technology advancement
and value-added differentiation, while focusingsoistained profitability.

With regard to SMIC's future plans, demand for @@mpany’s differentiated technology and advancaeth®grocess are key growth drivers for
its business.

Demand for the Company'’s differentiated applicagioontinues to be strong, especially in the aréaswer management integrated circuit
(“PMIC™), CMOS image sensors (“CIS"), and EEPROMeVRNue from the Company’s differentiated applicatispecifically PMIC, CIS, and
EEPROM, account for around one-third of the Comfsargvenue; meanwhile growth has been constraigduiiited capacity growth this year.
At the same time, the Company continues to expamdifferentiated portfolio offerings, which alswclude MEMS, fingerprint IC technology,
back-side illumination CIS, embedded-EEPROM, embkddeash, and others.

In response to the strong capacity demand, the @oyngontinues to search and evaluate all oppoigsrid expand its 8-inch capacity. The
Company plans to install 10,000 wafers per mongacay in its Shenzhen 8-inch fab by the end of tkgar.

In terms of advanced capacity, the Company plaesteert 6,000 wafers per month of its existingmQrapacity for 28nm readiness in its
Shanghai 12-inch fab; and install 1,000 wafersmpenth capacity in SMNC by the end of 2014.

The Company continues to emphasize the priorisustained profitability and carefully planned growkurthermore, the Company has
confidence in its strategy to capture growth opydties in China and stay committed to sustainabdditability and building value for all
stakeholders.
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ISSUE OF US$86.8 MILLION ZERO COUPON CONVERTIBLE PEEMPTIVE BONDS DUE 2018

On December 18, 2013, the Company entered intbscaption agreement (“Datang Original Pre-empBaemds Subscription Agreement”)
with Datang Holdings (Hongkong) Investment Comphamyited (“Datang”), a substantial shareholder af tbompany. Pursuant to the Datang
Original Pre-emptive Bonds Subscription Agreemtrg,Company conditionally agreed to issue and Ratamditionally agreed to subscribe
for the zero coupon convertible bonds due 201&iaggregate principal amount of US$54,600,000 @DPatOriginal Pre-emptive Bonds”)
upon the exercise of the pre-emptive rights asiipddn the share purchase agreement (“2008 DaBirage Purchase Agreement”) dated
November 6, 2008 entered into between the Compadyatang Telecom Technology & Industry Holdings,C¢d. (“Datang Telecom”)
which holds 100% equity interests of Datang. Théabg Original Pre-emptive Bonds are convertible 581,481,129 Ordinary Shares,
assuming full conversion of the Datang Original-Eneptive Bonds at the initial conversion price ¢&€$0.7965 per Ordinary Share
(“Conversion Price”) (which represented a premidragproximately 35.00% over the closing price of $8k59 per Ordinary Share as quoted on
the Hong Kong Stock Exchange on October 24 201i8ghkibe date on which the terms of the issue ofdhginal Bonds (as defined below)
were fixed).

On December 18, 2013, the Company also entereaistdoscription agreement (“Country Hill OriginaeRemptive Bonds Subscription
Agreement”) with Country Hill Limited (“Country Hil), a substantial shareholder of the Company. Pamsto the Country Hill Original
Pre-emptive Bonds Subscription Agreement, the Comppanditionally agreed to issue and Country Hbthditionally agreed to subscribe for
the zero coupon convertible bonds due 2018 in greggte principal amount of US$32,200,000 (“Couktity Original Pre-emptive Bonds”)
upon the exercise of the pre-emptive rights by @guHill pursuant to the share subscription agreenf®011 Country Hill Share Subscription
Agreement”) dated April 18, 2011 entered into betwthe Company and Country Hill. The Country Hitiginal Pre-emptive Bonds are
convertible into 313,437,589 Ordinary Shares (agsgifull conversion of the Country Hill Original &emptive Bonds at the initial Conversion
Price of HK$0.7965 per Ordinary Share).

As each of Datang and Country Hill is a substasti@reholder of the Company, the execution of thgfy Original Pre-emptive Bonds
Subscription Agreement and the Country Hill OrigiRee-emptive Bonds Subscription Agreement as athe transactions contemplated
thereunder (including the issue of the Datang @abPre-emptive Bonds and the Country Hill OrigiRat-emptive Bonds (collectively, the
“Original Pre- emptive Bonds”) and the allotmentassue of any Ordinary Shares on conversion ofGginal Pre-emptive Bonds)
constituted non-exempt connected transactionseo€thimpany under Chapter 14A of the Hong Kong SEbahange Listing Rules, and were
subsequently approved by the independent sharekalfiethe Company at the extraordinary general mgetf the Company held on February
17, 2014 (the “EGM").

The Original Pre-emptive Bonds are non-interestibgaand will mature on November 7, 2018. The Conypeonsiders that the issue of the
Original Pre-emptive Bonds has strengthened tlaioeiship between Datang, Country Hill and the Canypand has provided the Company
with an additional source of funding. The net pext=®(net of fees and expenses) from the issued@tlyginal Pre-emptive Bonds were
approximately US$86.8 million which would be usedthe Company’s capital expenditures in capacifje@sion associated with 12-inch
manufacturing facilities. The completion of theuisf the Original Pre-emptive Bonds took placévay 29, 2014.
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The Original Pre-emptive Bonds have been conseéland from the date of their issue have formadglesseries with the US$200 million

zero coupon convertible bonds issued by the Compariyovember 7, 2013 (the “Original Bonds”). Thedidary Shares on conversion of any
Original Pre-emptive Bonds will be allotted anduisd pursuant to the specific mandate granted bintdependent shareholders of the Company
to the Directors at the EGM and will rank pari passall respects with the Ordinary Shares theissoe on the relevant conversation date.

ISSUE OF 2,590,000,000 NEW ORDINARY SHARES

On June 4, 2014, the Company entered into a plagidgsubscription agreement (the “Placing and Sigisn Agreement”) with J.P. Morgan
Securities (Asia Pacific) Limited and Deutsche Batk Hong Kong Branch (the “Joint Placing Agentat)d Datang, pursuant to which Datang
agreed to appoint the Joint Placing Agents, antl eathe Joint Placing Agents has agreed, seveaalliynot jointly, to act as agent for Datang,
to purchase or procure no less than six purchasgnsrchase 2,590,000,000 Ordinary Shares heldatgrig (“Sale Share(s)”) at the price of
HK$0.60 per Sale Share (the “Placing Price”) (thepg-up Placing”). The Placing Price representedseotint of approximately 4.76% to the
closing price of HK$0.63 per Ordinary Share as gdain the Hong Kong Stock Exchange on June 4, 2i4g the date on which the terms of
the Placing and Subscription Agreement were fixed.

Following the completion of the Top-up Placing amd 9, 2014, Datang applied to subscribe for 230000 new Ordinary Shares (the
“Subscription Share(s)”) at the price of HK$0.60 Beabscription Share (which was the same as thengl&rice) according to the Placing and
Subscription Agreement (the “Top-up Subscriptiomhe Subscription Shares were allotted and issyegdebCompany to Datang on June 12,
2014 pursuant to the general mandate granted bshdmeholders of the Company to the Directorseatitinual general meeting of the Company
held on June 13, 2013 (2013 General Mandate”)ranled pari passu in all respects with the exigbndinary Shares in issue.

The Company is of the view that the Top-up Pla@nd the Top-up Subscription represent a good oppitytfor the Company to broaden its
shareholder base. The net subscription monies fabgiDatang to the Company were approximately HE$@er Subscription Share after the
deduction of the relevant expenses and the neepdsc(net of fees, commissions and expenses) frefsgue of the Subscription Shares were
approximately US$197.2 million which would be mainked for the Company’s capital expenditures pacdy expansion associated with
8-inch and 12-inch manufacturing facilities anddeneral corporate purposes.

ISSUE OF US$95 MILLION ZERO COUPON CONVERTIBLE BOMNIDUE 2018

On June 4, 2014, the Company entered into a spliscriagreement with J.P. Morgan Securities Plcedtsche Bank AG, Hong Kong Branch
(collectively, the “Joint Managers”) in respecttbé issue of US$95 million zero coupon convertibads due 2018 (the “Further Bonds”),
pursuant to which each of the Joint Managers agieedbscribe and pay for, or to procure subsaibesubscribe and pay for, the Further
Bonds to be issued by the Company in an aggregateigal amount of US$95 million. The issue pridate Further Bonds is 101.5% of the
aggregate principal amount. Assuming full conversibthe Further Bonds at the initial Conversioic®pf HK$0.7965 per Ordinary Share, the
Further Bonds will be convertible into 924,738, Z3finary Shares which will be allotted and issuatspant to the 2013 General Mandate and
will rank pari passu in all respects with the OedinShares then in issue on the relevant conversdtte. The issue of the Further Bonds was
completed on June 24, 2014.
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The Further Bonds are non-interest bearing andmaliure on November 7, 2018. The Company consttierssue of the Further Bonds as a
good opportunity for the Company to further broadsshareholder base. The net proceeds (net sf éeenmissions and expenses) from the
issue of the Further Bonds were approximately USB&dllion which would be mainly used for the Comp® capital expenditures in capacity
expansion associated with 8-inch and 12-inch manwifimg facilities and for general corporate pugss

The Further Bonds have been consolidated and loeweetl a single series with the Original Bonds dwed@riginal Pre-emptive Bonds from the
date of their issue.

PROPOSED ISSUE OF US$22.2 MILLION ZERO COUPON CONRIBLE PRE- EMPTIVE BONDS DUE 2018 AND 938,111, 4NEW
ORDINARY SHARES

On August 22, 2014, the Company entered into acsit®on agreement (“Datang Further Pre-emptive ®o8ubscription Agreement”) with
Datang, pursuant to which the Company has condilipagreed to issue and Datang has conditionaitged to subscribe for the zero coupon
convertible bonds due 2018 in an aggregate prihaipaunt of US$22,200,000 (“Datang Further Pre-éredonds”) for a total cash
consideration of US$22,533,000 upon the exercideatéing’s pre-emptive rights as specified in the®Datang Share Purchase Agreement.
The issue price of the Datang Further Pre-emptiwedB is 101.5% of the aggregate principal amoume. Datang Further Pre-emptive Bonds
are convertible into 216,096,723 Ordinary Sharssy@ing full conversion of the Datang Further Rrgtve Bonds at the initial Conversion
Price of HK$0.7965 per Ordinary Share.

On August 22, 2014, the Company also entered istdbacription agreement with each of Datang anch@piill (‘2014 Datang Share
Subscription Agreement” and “2014 Country Hill Sh&ubscription Agreement”, respectively) in relatio the proposed subscription of
669,468,952 Ordinary Shares by Datang upon theeeeof Datang’s pre-emptive rights pursuant to2d@8 Datang Share Purchase
Agreement and 268,642,465 Ordinary Shares by Cpititirupon the exercise of Country Hill's pre-enyg rights pursuant to the 2011
Country Hill Share Subscription Agreement at thiegpof HK$0.60 per Ordinary Share (which is the saa the Placing Price). The total
consideration payable by Datang under the 2014riDeshare Subscription Agreement amounts to HK$411371.20, and the total
consideration payable by Country Hill under the2Cbuntry Hill Share Subscription Agreement amoutotdK$161,185,479.

As each of Datang and Country Hill is a substarstigreholder of the Company and thus a connecrsdmpef the Company, the execution of
the Datang Further Pre-emptive Bonds Subscriptigreément, the 2014 Datang Share Subscription Agrreand the 2014 Country Hill Share
Subscription Agreement as well as the transactongemplated thereunder (including the issue ofxhtang Further Pre-emptive Bonds, the
allotment and issue of any Ordinary Shares on asiove of any Datang Further Pre-emptive Bondsattement and issue of 669,468,952
Ordinary Shares to Datang and the allotment anetie§ 268,642,465 Ordinary Shares to Country Hdifstitute non-exempt connected
transactions of the Company under Chapter 14A@Hbng Kong Stock Exchange Listing Rules, and abgest to the approval of the
independent shareholders of the Company at theaxdinary general meeting of the Company so cordiene

The Datang Further Pre-emptive Bonds are non-istéearing and will mature on November 7, 2018. Chepany considers that the proposed
issue of the Datang Further Pre-emptive Bonds lagtoposed issue of a total of 938,111,417 nevin@rg Shares to Datang and Country Hill
will further strengthen the relationship betweeriddg, Country Hill and the Company and has provitiedCompany with an additional source
of funding for the Company’s needs. The net prosdadt of fees and expenses) from the issue of
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the Datang Further Pre-emptive Bonds and the isbagotal of 938,111,417 new Ordinary Shares tabBgiand Country Hill are approximately
US$22.4 million and HK$562.5 million respectivebpth of which will be used for the Company’s capégpenditures in capacity expansion
associated with 8-inch and 12-inch manufacturimjifes and general corporate purposes.

The Datang Further Pre-emptive Bonds will be cadatéd and from the date of their issue form alsisgries with the Original Bonds. The
Ordinary Shares on conversion of any Datang FuRheremptive Bonds and a total of 938,111,417 QugiShares to be subscribed by Datang
and Country Hill will be allotted and issued punstig the specific mandates granted by the indegrrghareholders of the Company to the
Directors at the extraordinary general meetindhef@ompany so convened and will rank pari passil iespects with the Ordinary Shares then
in issue on the relevant issue date.
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CORPORATE GOVERNANCE REPORT

The Company is committed to remaining an exemptarporate citizen and maintaining a high stand&bgorate governance in order to
protect the interests of its shareholders.

CORPORATE GOVERNANCE PRACTICES

The Corporate Governance Code (the “CG Code”) aswgen Appendix 14 to the Hong Kong Stock Exchahgsting Rules contains code
provisions (the “Code Provisions”) which an issiseich as the Company, is expected to comply withdeise as to reasons for deviations from
and recommends best practices which an issuec@iegiged to implement (the “Recommended Practicési® Company has adopted a set of
Corporate Governance Policy (the “CG Policy”) side@uary 25, 2005 as its own code of corporaterganee, which is amended from time to
time to comply with the CG Code. The CG Policypayof which can be obtained on the Company’s welziwww.smics.com under

“Investor Relations > Corporate Governance > Pddiegl Procedures”, incorporates all of the Code iBians of the CG Code except for Code
Provision E.1.3, which relates to the notice penbdeneral meetings of the Company, and many@Rbcommended Practices. In addition, the
Company has adopted or put in place various psligieocedures, and practices in compliance witlptbeisions of the CG Policy.

During the six months ended June 30, 2014, the @ampas in compliance with all the Code Provisisesout in the CG Code except as
explained below:

Code Provision A.4.2 of the CG Code requires thatieectors appointed to fill a casual vacancyultide subject to election by shareholders at
the first general meeting after appointment. Acowydo Article 126 of the Articles of Associatiofithe Company, any Director appointed by
the Board to fill a casual vacancy or as an additiothe existing Directors shall hold office onlgtil the next following annual general meeting
of the Company after appointment and shall thealigéble for re-election at that meeting. As sukh, Sean Maloney, who was appointed as an
independent non-executive Director by the Directorslune 15, 2013 to fill the casual vacancy agifiom the retirement of Mr. Tsuyoshi
Kawanishi on June 13, 2013, and Mr. William TudooBn, who was appointed as an independent non-&xedbirector by the Directors on
August 8, 2013 as an additional Director to therBpeetired and, being eligible, were re-electethat2014 AGM held on June 27, 2014 rather
than the extraordinary general meeting of the Coweeld on February 17, 2014 (the “EGM”) pursuanthie Articles of Association of the
Company.

Code Provision A.6.7 of the CG Code requires thdependent non-executive directors and other netutive directors should attend general
meetings and develop a balanced understandingofithivs of shareholders. Mr. Sean Maloney, an iedéent non-executive Director, was not
able to attend the EGM as he was having overseggements during the meeting time.

Save as the aforesaid and in the opinion of theddirs, the Company has complied with all othereCBrbvisions set out in the CG Code
during the six months ended June 30, 2014.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS- LISTED ISSUERS

The Company has adopted an Insider Trading Congai&nogram (the “Insider Trading Policy”) which empasses the requirements of the
Model Code for Securities Transactions by Directdrkisted Issuers as set out in Appendix 10 toHbag Kong Stock Exchange Listing
Rules (the “Model Code”). The Company, having mgglecific enquiry of all Directors, confirms thak Birectors have complied with the
Insider Trading Policy and the Model Code througttha six months ended June 30, 2014. The seninagamnent of the Company as well as
all officers, directors, and employees of the Conypand its subsidiaries are also required to comyitly the provisions of the Insider Trading
Policy.

THE BOARD

The Board has a duty to the Company’s sharehotdetsect and oversee the affairs of the Compargrder to maximize shareholder value.
The Board, acting by itself and through its varicommittees, actively participates in and is resjiwa for the determination of the overall
strategy of the Company, the establishment and torimg of the achievement of corporate goals arjdatives, the oversight of the Company’s
financial performance and the preparation of treants, the establishment of corporate governaraipes and policies, and the review of the
Company'’s system of internal controls. The managemithe Company is responsible for the implemioreof the overall strategy of the
Company and its daily operations and administrafidre Board has access to the senior managem#r Gompany to obtain information
about the operation of the Company.

The Board consists of ten Directors and two alteriarectors as at the date of this interim repditectors may be elected to hold office until
the expiration of their respective term upon a liggm passed at a duly convened shareholders’ingeby holders of a majority of the
Company'’s issued shares being entitled to votersgn or by proxy at such meeting. The Board igldiVinto three classes with one class of
Directors eligible for re-election at each annusthgral meeting of the Company. Each class of Diregincluding all non-executive Directors)
serves a term of three years.

Class | Directors are Mr. Zhang Wenyi, Dr. Tzu-@hiu, Dr. Gao Yonggang and Mr. William Tudor BrowAl Class | Directors were
re-elected at the 2014 AGM to hold office until #renual general meeting of the Company to be mekD17.

Class Il Directors are Dr. Chen Shanzhi, Mr. Fritdng and Mr. Lip-Bu Tan. All Class |l Directors veere-elected at the annual
general meeting of the Company held in 2012 to béfide until the annual general meeting of the @amy to be held in 2015.

Class Il Directors are Mr. Zhou Jie, Professor tewee Juen-Yee Lau and Mr. Sean Maloney. Mr. ZmaliRrofessor Lau were
re-elected at the annual general meeting of thegaomheld in 2013 to hold office until the annuahgral meeting of the Company to
be held in 2016 (“2016 AGM”). Mr. Maloney, whosaétial appointment as a Director took effect fronmdul5, 2013, was re-elected at
the 2014 AGM to hold office until 2016 AGM.

As of the date of this interim report, the roleGdfairman and Chief Executive Officer are segredjated such roles are performed by Mr. Zhang
Wenyi and Dr. Tzu-Yin Chiu, respectively.
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The following table sets forth the names, classelscategories of the Directors as at the dateisfitterim report:

Name of Director Category of Director Class of Director
Zhang Wenyi Chairman, Executive Director Class |
Tzu-Yin Chiu Chief Executive Officer and Executive Director Class |
Gao Yonggang Chief Financial Officer, Executive Vice PresideBtrategic Planning and Class |
Executive Director
William Tudor Brown Independent 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
Sean Maloney Independent Non-executive Director Class lll
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 —
Li Yonghua Alternate Director to Chen Shanzhi —

On an annual basis, each independent non-exedditigetor confirms his independence to the Compang,the Company considers these
Directors to be independent as such term is defiméte Hong Kong Stock Exchange Listing Rules.r€rere no relationships among members
of the Board, including between the Chairman ofBbard and the Chief Executive Officer.

The Board meets at least four times a year at appately quarterly intervals and on such other smm@s as may be required to discuss and
vote upon significant issues affecting the Compaimg schedule of Board meetings for a given yeplasned in the preceding year. The
Company Secretary assists the Chairman in preptrénggenda for the Board meetings and also asisesBoard in complying with applicable
laws, rules and regulations. The relevant paperthéoBoard meetings are dispatched to Board mesibexccordance with the CG Code.
Directors may include matters for discussion indgenda if the need arises. Upon the conclusitheoBoard meeting, minutes are circulated to
all Directors for their review and comments priotheir approval of the minutes at the followingsabsequent Board meeting. Transactions in
which any Directors are considered to have a adrdfiinterest or material interests are dealt Wigiphysical Board meetings rather than
written resolutions and the interested Directoesraut counted in the quorum of such Board meetamgisabstain from voting on the relevant
matters.

All Directors have access to the Company Secretdry, is responsible for assisting the Board in dging with applicable procedures
regarding compliance matters. Every Board membentisled to have access to documents tabled &dled meeting or filed into the
Company’s minutes book. Furthermore, the Boardelséablished the procedures pursuant to which aireupon reasonable request, may
seek independent professional advice at the Con'gpargense in order for such Director to dischdmgéher duties. The Company Secretary
continuously updates all Directors on the latesetgpment of the Hong Kong Stock Exchange ListingeR and other applicable regulatory
requirements to ensure the Company’s compliande avitt maintenance of good corporate governancéigegscEach new Director is provided
with training with respect to his/her responsitgitunder the Hong Kong Stock Exchange Listing Raled other regulatory requirements and
the Company’s corporate governance policies anctipes.
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Board Diversity Policy

The Board has adopted a Board Diversity Policyesiftogust 8, 2013 to comply with Code Provision 8.6t the CG Code on board diversity
which has become effective from September 1, 2068.Nomination Committee of the Company gives adersition to that policy when
identifying suitably qualified candidates to becomembers of the Board. Nonetheless, Board appoitstae always made on merit against
objective criteria, taking into account factorsdzhsn the Company’s business model and specifidseem time to time, as well as the benefits
of diversity on the Board, and the Board reviewsBoard Diversity Policy on a regular basis to easis effectiveness.

Procedure regarding the Appointment of Directors

The standard procedure regarding the appointmebire€tors, which was adopted by the Board on Sapég 22, 2005, sets forth the process
by which individuals are appointed as members @Bbard. Under the policy, the Board considers,ragrather factors, (i) the skills,
qualifications and experience of the nominee, idiclg other directorships held in listed public camjes in the last three years and other major
appointments; (ii) the nominee’s shareholding & @ompany; (iii) the independence of the nominedeuiNew York Stock Exchange and/or
Hong Kong Stock Exchange listing rules; and (i\@ tlmpact with respect to the Company’s status‘ésreign private issuer” under the United
States securities laws. The Board then decidesheh&t appoint such nominee to fill a casual vagancthe Board or to add the nominee to the
existing Directors and to appoint such nominee amte of the three classes of Directors as stiptilat¢he Articles of Association of the
Company.

BOARD COMMITTEE

The Board has established the following princigahmittees to assist it in performing its functioBach of these committees consists of a
majority of independent non-executive Directors wiave been invited to serve as members. The coeesitire governed by their respective
charters setting out clear terms of reference.

Audit Committee

As of June 30, 2014, the Company’s Audit Commifte “Audit Committee”) consisted of three membe@nely Mr. Lip-Bu Tan (chairman
of Audit Committee), Mr. Frank Meng and Mr. Zhoe.JNone of the members of the Audit Committee lentan executive officer or
employee of the Company or any of its subsidiafiresddition to acting as an Audit Committee memb#r Lip-Bu Tan currently also serves
on the audit committee of another publicly tradechpany, SINA Corporation. In general and in accnegawith section 303A.07(a) of the
Listed Company Manual of the New York Stock Exchartge Board considered and determined that snulitsineous service would not
impair the ability of Mr. Tan to effectively serem the Company’s Audit Committee.

The responsibilities of the Audit Committee includenong other things:

making recommendations to the Board concerningip@intment, reappointment, retention, evaluatimeysight and termination of
the work of the Company’s independent auditor;

reviewing the experience, qualifications and perfance of the senior members of the independentcaudam;

pre-approving all non-audit services to be providgdhe Company’s independent auditor;
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approving the remuneration and terms of engagenfehe Company’s independent auditor;

reviewing reports from the Company’s independenitau regarding the independent auditor’s inteqality-control procedures; and
any material issues raised in the most recentriat@r peer review of such procedures, or in anuiity, review or investigation by
governmental, professional or other regulatory auith respecting independent audits conductechbyindependent auditor, and any
steps taken to deal with these issues; and (tesfise independent auditor’s independence) alisakhips between the Company and
the independent auditor;

pre-approving the hiring of any employee or forreeployee of the Company’s independent auditor was aamember of the audit
team during the preceding three years and theghiirany employee or former employee of the indepenauditor for senior positions
regardless of whether that person was a membéedompany’s audit team;

reviewing the Company’s annual and interim finahsiatements, earnings releases, critical accayiptiticies and practices used to
prepare financial statements, alternative treatsehfinancial information, the effectiveness of thompany'’s disclosure controls and
procedures and important trends and developmeffitsaincial reporting practices and requirements;

reviewing the scope, planning and staffing of inééaudits, the organization, responsibilitiesnplaesults, budget and staffing of the
Company'’s Internal Audit Department (as defined disdussed below), the quality, adequacy and éffsmtss of the Company’s
internal controls and any significant deficienaiesnaterial weaknesses in the design or operafiarternal controls;

reviewing the Company’s risk assessment and managfgpolicies;

reviewing any legal matters that may have a matienpact and the adequacy and effectiveness oftrapany’s legal and regulatory
compliance procedures;

establishing procedures for the treatment of comgdaeceived by the Company regarding financipbréing, internal control or
possible improprieties in other matters; and

obtaining and reviewing reports from managemertGhmpany’s internal auditor and the Company’s petielent auditor regarding
compliance with applicable legal and regulatoryuiegments.

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

The Audit Committee meets at least four times a geaa quarterly basis and on such other occasismsay be required to discuss and vote
upon significant issues. The meeting schedule fyiven year is planned in the preceding year. Thm@any Secretary assists the chairman of
the Audit Committee in preparing the agenda fortmgs and also assists the Audit Committee in cgimplwith the relevant rules and
regulations. The relevant papers for the Audit Cdtte® meetings are dispatched to the Audit Committeaccordance with the CG Code.
Members of the Audit Committee may include matfersdiscussion in the agenda if the need arisethiiVa reasonable time after an Audit
Committee meeting is held, minutes are circulateithé members of the Audit Committee for their caentrand review prior to their approval
of the minutes at the following or a subsequentiAGdmmittee meeting.
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At each quarterly Audit Committee meeting, the Abmmittee reviews with the Chief Financial Offiesd the Company’s independent
auditor the financial statements for the finanpitiod and the financial and accounting princippegicies and controls of the Company and its
subsidiaries. In particular, the Committee discaggethe changes in accounting policies and prastiif any; (ii) the going concern
assumptions; (iii) compliance with accounting stmad and applicable rules and other legal requingsrie relation to financial reporting; and
(iv) the internal controls of the Company and thecainting and financial reporting systems. Uponrdeammendation of the Audit Committee,
the Board approves the financial statements.

Compensation Committee

As of June 30, 2014, the members of the Company’eggnsation Committee (the “Compensation Committeete Mr. Lip-Bu Tan
(chairman of Compensation Committee), Mr. Sean kyoand Mr. Zhou Jie. None of these members o€ttrapensation Committee has been
an executive officer or employee of the Compangror of its subsidiaries.

The responsibilities of the Compensation Committekide, among other things:

approving and overseeing the total compensatiokgugcfor the Company’s executive officers and ahgioofficer, evaluating the
performance of and determining and approving thepemsation to be paid to the Company’s Chief Exee@fficer and reviewing
the results of the Chief Executive Officer’s evdiom of the performance of the Company’s other etige officers;

determining the compensation packages of exechiireetors and making recommendations to the Boatld respect to non-executive
Directors’ compensation, including equity-based pensation;

administering and periodically reviewing and makirgommendations to the Board regarding the laziga incentive compensation or
equity plans made available to the Directors, eyg#s and consultants;

reviewing and making recommendations to the Boagamding executive compensation philosophy, styaéegl principles and
reviewing new and existing employment, consultiegirement and severance agreements proposedef@dmpany’s executive
officers; and

ensuring appropriate oversight of the Company’s diunesources policies and reviewing strategiebksttad to fulfill the Company’s
ethical, legal, and human resources responsisilitie

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

The Compensation Committee meets at least fousstipee year and on such other occasions as mayjbieae to discuss and vote upon
significant issues affecting the compensation gabicthe Company. The meeting schedule for a gixear is planned in the preceding year. The
Company Secretary assists the chairman of the Qosagien Committee in preparing the agenda for mgetand also assists the Compensation
Committee in complying with the relevant rules aedulations. The relevant papers for the Compems&bmmittee meeting are dispatched to
Compensation Committee members in accordance étiCG Code. Members of the Compensation Committeintlude matters for
discussion in the agenda if the need arises. WithiEasonable time after a Compensation Commitessing is held, minutes are circulated to
the members of the Compensation Committee for tweimment and review prior to their approval of thiautes at the following or a
subsequent Compensation Committee meeting.
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Nomination Committee

As of June 30, 2014, the Company’s Nomination Cottemi(the “Nomination Committee”) comprised Mr. AgaWenyi (chairman of
Nomination Committee), Mr. Frank Meng and Mr. Lip-Ban.

The responsibilities of the Nomination Committeelinle:

reviewing the structure, size and composition (idoig the skills, knowledge and experience, as agHtliversity of perspectives) of the
Board at least annually and making recommendatioreny proposed changes to the Board to completiner@ompany’s corporate
strategy;

monitoring the implementation of Board Diversityliey (including any measurable objectives and tragpess in achieving those
objectives), and ensuring that appropriate discEsare made regarding board diversity in the GatpdSovernance Report set out in
the Company’s Annual Report;

identifying individuals suitably qualified to becenBoard members, consistent with criteria apprdusethe Board, and making
recommendations to the Board on the selectiondi¥igiuals nominated for directorships;

assessing the independence of independent nonteseeBirectors; and

making recommendations to the Board on the appeintmor re-appointment of Directors and successianning for Directors, in
particular the Chairman of the Board and the Chiafcutive Officer.

Internal Audit Department

The Company'’s Internal Audit Department (the “Int@rAudit Department”) works with and supports @@mpany’s management team and the
Audit Committee to evaluate and contribute to theriovement of risk management, control, and goveaaystems. The risk-based audit plan
made by the Internal Audit Department is approvethle Audit Committee. Audit results are reportgdie Internal Audit Department to the
Chairman of the Board, the Chief Executive Offiaad the Audit Committee every quarter and throughizaiyear.

Based on its annual audit plan, the Internal ADdipartment audits the practices, procedures, expeadnd internal controls of the various
departments in the Company. The scope of the adlitdes:

reviewing management'’s control to ensure the rigiigland integrity of financial and operating infoation and the means used to
identify, measure, classify, and report such infation;

reviewing the systems established or to be estaulito ensure compliance with policies, plans, @daces, laws, and regulations that
could have a significant impact on operations ambrts, and determining whether the Company isimptiance;

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

identifying significant risks, including fraud riskto the ability of the Company to meet its businebjectives, communicating them to
management and ensuring that management has tafmpsdate action to guard against those risks; and
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evaluating the effectiveness of controls supportivggoperations of the Company and providing recendations as to how those
controls could be improved.

In addition, the Internal Audit Department auditsas of concern identified by senior managemenbnduct reviews and investigations on an
ad hoc basis. In conducting these audits, therlat&udit Department has free and full accessltoedessary functions, records, properties and
personnel.

After completing an audit, the Internal Audit Defoaent furnishes the Company’s management teamamilysis, appraisals, recommendations,
counsel, and information concerning the activitsewed. Appropriate managers of the Company afiied of any deficiencies cited by the
Internal Audit Department, which follows up withetimplementation of audit recommendations. In aaidithe Internal Audit Department
reports their findings directly to the Audit Comtei on at least a quarterly basis.

The Internal Audit Department has direct acceshedBoard through the chairman of the Audit ComeeitfThe Internal Audit Department may
upon request meet privately with the Audit Comneitt&ithout the presence of members of the Compangisagement or the independent
auditor.

CODE OF BUSINESS CONDUCT AND ETHICS

The Board has adopted a code of business conddi@thits (the “Code of Conduct”) which providesdarice about doing business with
integrity and professionalism. The Code of Condultiresses issues including among others, frauéljaterof interest, corporate opportunities,
protection of intellectual property, transactionghe Company'’s securities, use of the Companystasand relationships with customers and
third parties. Any violation of the Code of Condisteported to the Company’s Compliance Officeictwill subsequently report such
violation to the Audit Committee.

U.S. Corporate Governance Practices

Companies listed on the New York Stock Exchangéh@NYSE, must comply with certain corporate goagice standards under Section 303A
of the New York Stock Exchange Listed Company MarBacause the Company’s American Depositary Shenesegistered with the SEC and
are listed on the New York Stock Exchange, the Gomgps also subject to certain U.S. corporate guaeee requirements, including many of
the provisions of the Sarbanes-Oxley Act of 200@wklver, because the Company is a “foreign privegeer”, many of the corporate
governance rules in the NYSE Listed Company Marwrathe NYSE Standards, do not apply to the CompEing Company is permitted to
follow corporate governance practices in accordavitte Cayman Islands law and the Hong Kong Stockhaxge Listing Rules in lieu of most
of the corporate governance standards containgtiNYSE Standards.

Set forth below is a brief summary of the signifitdifferences between the Company’s corporate mawee practices and the corporate
governance standards applicable to U.S. domestipanies listed on the NYSE, or U.S. domestic issuer

The NYSE Standards require U.S. domestic issudnate a nominating/corporate governance committegosed entirely of
independent directors. We are not subject to #gsirement, and we have not established a nomgiatirporate governance
committee. Instead, our Board has established tmeihation Committee to review the structure, sizé eomposition (including the
skills, knowledge and experience as well as dityersfiperspectives of the Board) at least annuadiynitor the implementation of
Board Diversity Policy, make recommendations on@mposed changes to the Board

22




Table of Contents

to complement the Company'’s corporate strategptifyeindividuals suitably qualified to become Bdanembers consistent with
criteria approved by the Board, assess the indegmeedof independent non- executive Directors, nnekemmendations to the Board
on the selection of individuals nominated for diceships, and make recommendations to the Boatti@appointment or
reappointment of Directors and succession planfan@irectors, in particular the Chairman of theaBa and the Chief Executive
Officer. However, such nomination committee is responsible for developing and recommending t@Biberd a set of corporate
governance guidelines applicable to the Companyoapdseeing the evaluation of the Board and managem

The NYSE Standards provide detailed tests that dbBestic issuers must use for determining indepecel of directors. While we
may not specifically apply the NYSE tests, our Bbassesses independence in accordance with Horg 8took Exchange Listing
Rules, and in the case of Audit Committee membeexcordance with Rule 10A-3 under the U.S. SeaeariExchange Act of 1934, as
amended, and considers whether there are anyorahtps or circumstances which are likely to affeath director’s independence
from management.

We believe that the composition of our Board and@mmittees and their respective duties and redipitities are otherwise generally
responsive to the relevant NYSE Standards appkcabl.S. domestic issuers. However, the chartersdr Audit Committee and
Compensation Committee may not address all aspéthie NYSE Standards. For example, NYSE Stand&aisire compensation
committees of U.S. domestic issuers to producamgpensation committee report annually and incluaé saport in their annual proxy
statements or annual reports on Form 10-K. We arsubject to this requirement, and we have notesded this in our Compensation
Committee charter. We disclose the amounts of cosat®n of our Directors on a named basis anditieehighest individuals on an
aggregate basis in our 2013 annual report in aacarlwith the requirements of the Hong Kong StaakhEnge Listing Rules.

The NYSE Standards require that shareholders neugivien the opportunity to vote on all equity comgagion plans and material
revisions to those plans. We comply with the rezmients of Cayman Islands law and the Hong KongkStachange Listing Rules in
determining whether shareholder approval is redu@ed we do not take into consideration the NYSEtmiled definition of what are
considered “material revisions”.
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OTHER INFORMATION
1. DIVIDENDS

The Board did not propose to declare an interindéivd for the six months ended June 30, 2014 (simths ended June 30, 2013: Nil).

2. SHARE CAPITAL

During the six months ended June 30, 2014, the @omfssued 69,800,684 and 59,752,553 Ordinary Stzera result of the exercise
of equity awards granted pursuant to the Compa@@! stock option plan (the “2004 Stock Option Plamd the Company’s 2004
equity incentive plan (the “2004 Equity Incentivia®?), respectively. During this period, there wa@Ordinary Shares issued as a
result of the exercise of equity awards grantedyamt to the Company’s 2014 stock option plan ‘@44 Stock Option Plan”) and the
Company'’s 2014 equity incentive plan (the “2014 iglncentive Plan”) which have replaced the 20@dcg Option Plan and the 2004
Equity Incentive Plan, respectively, upon theintaration.

Number of Shares Outstanding

Outstanding Share Capital as of June 30, 2014:
Ordinary Shares 34,831,860,338

Under the terms of the Company’s 2014 Equity IneerPlan, the Compensation Committee may granticest share units
(“Restricted Share Units”) to eligible participanEach Restricted Share Unit represents the rigtedeive one Ordinary Share.
Restricted Share Units granted to new employeeggisting employees generally vest at a rate of 2p#n the first, second, third,
and fourth anniversaries of the vesting commencenteie. Upon vesting of the Restricted Share Uit subject to the terms of the
Insider Trading Policy and the payment by the pgdints of applicable taxes, the Company will isthgerelevant participants the
number of Ordinary Shares underlying the awardResgitricted Share Unit.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS

Set out below are the names of the parties (nogheedirector or chief executive of the Companyjolvtwere interested in five percent
or more of the nominal value of the share capitéhe Company and the respective numbers of slargbich they were interested as
of June 30, 2014 as recorded in the register keftido Company under section 336 of the SecuritiesFutures Ordinance (Cap.571 of

the Laws of Hong Kong) (“SFO”).

Percentage of
Ordinary Shares
Held to Total
Issued Share

Percentage of
Aggregate Interests
to Total Issued

Number of Capital of the Share Capital of the
Long/Short Ordinary Company Total Company
Name of Shareholder Position Shares Held (Note 1) Derivatives Interest (Note 1)
Datang Telecom Technology & Industry Long Position 6,116,138,341 17.56% 531,481,129 6,647,619,470 19.08%
Holdings Co., Ltd. (Datang Telecont) (Note 2) (Note 3)
China Investment Corporation&fC”) Long Position 3,605,890,530 10.35% 313,437,589 3,919,328,119 11.25%
(Note 4) (Note 5)
Notes:
1) Based on 34,831,860,338 Ordinary Shares in issaehame 30, 2014.
2) All such Ordinary Shares are held by Datang Holgliftgongkong) Investment Company Limited (“Datanghich is a wholly- owned subsidiary of Datang Telec
3) The Company issued US$54,600,000 zero coupon dilsieebonds due 2018 (“Datang Original Pre-empBemds”) to Datang on May 29, 2014 pursuant to titessription
agreement dated December 18, 2013 entered intebatthe Company and Datang. The Datang Originaéfugtive Bonds are convertible into 531,481,129i@wy Shares
(assuming full conversion at the initial converspmite of HK$0.7965 per Ordinary Share). In thigawl, Datang and Datang Telecom are deemed tddrested in these 531,481,129
underlying shares of the Company.
4) All such Ordinary Shares are held by Country Hithited (“Country Hill"). Country Hill is wholly-owred subsidiary of Bridge Hill Investments Limitedhieh is a subsidiary
controlled by CIC.
(5) The Company issued US$32,200,000 zero coupon dilsieebonds due 2018 (“Country Hill Original Pre-gtive Bonds”) to Country Hill on May 29, 2014 pussi to the

subscription agreement dated December 18, 2018eehigo between the Company and Country Hill. Teeintry Hill Original Pre-emptive Bonds are conie into 313,437,589
Ordinary Shares (assuming full conversion at tfiteairconversion price of HK$0.7965 per Ordinarya®). In this regard, Country Hill and CIC are deerno be interested in these
313,437,589 underlying shares of the Company.

25




Table of Contents
4. SHAREHOLDING INTERESTS OF THE DIRECTORS

As of June 30, 2014, the interests or short postif the Directors in the shares, underlying sharel debentures of the Company
(within the meaning of Part XV of the SFO), whiclkene notified to the Company and the HKSE pursuaitivisions 7 and 8 of

Part XV of the SFO (including interests or shorsitions which they are taken or deemed to have rusutsh provisions of the SFO),
and as recorded in the register required to be legér section 352 of the SFO or as otherwiseiadtib the Company and the HKSE
pursuant to the Model Code were as follows:

Percentage of
Aggregate Interests

Number of to Total Issued
Ordinary Share Capital of
Long/Short Nature of Shares Derivatives Total the Company
Name of Director Position Interests Held Options Other Interest (Note 1)
Executive Director
Zhang Wenyi Long Position Beneficial — 21,746,883 9,320,093 31,066,976 0.089%
Owner (Note 2) (Note 3)

Tzu-Yin Chiu Long Position Beneficial 26,119,852 86,987,535 18,640,186 131,747,573 0.378%
Owner (Note 4) (Note 5)

Gao Yonggang Long Position Beneficial — 19,640,054 — 19,640,054 0.056%
Owner (Note 6)

Non-executive Director

Chen Shanzhi Long Position Beneficial — 3,145,319 — 3,145,319 0.009%
Owner (Note 7)

Lawrence Juen-Yee Lau Long Position Beneficial — 4,492,297 — 4,492,297 0.013%
Owner (Note 8)

Zhou Jie — — — — — — —

Independent Non-executive

Director

William Tudor Brown Long Position Beneficial — 4,492,297 — 4,492,297 0.013%
Owner (Note 9)

Sean Maloney Long Position Beneficial — 4,490,377 — 4,490,377 0.013%
Owner (Note 10)

Frank Meng Long Position Beneficial — 4,471,244 — 4,471,244 0.013%
Owner (Note 11)

Lip-Bu Tan Long Position Beneficial — 4,634,877 — 4,634,877 0.013%
Owner (Note 12)

Notes:

1) Based on 34,831,860,338 Ordinary Shares in issaehme 30, 2014.

2) On September 8, 2011, Mr. Zhang was granted optmpsrchase 21,746,883 Ordinary Shares at a pfied<$0.455 per Ordinary Share pursuant to the 2Btk Option Plan.
These options will expire on the earlier of Septenih 2021 or 120 days after termination of Mr. Zifia service as a Director to the Board. As of 382014, none of these options
have been exercised.

?3) On September 8, 2011, Mr. Zhang was granted andawid#,320,093 Restricted Share Units (each reptiggthe right to receive one Ordinary Share) pans to the 2004 Equity

Incentive Plan. These Restricted Share Units, 26%hah vest on each anniversary of June 30, 264l| fully vest on June 30, 2015. As of June 30,4 75% of Mr. Zhang's
Restricted Share Units were vested, but none sktiRestricted Share Units have been settled.
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®)

(6)

@)

®)

9)

(10)

(11)

(12)

On September 8, 2011, Dr. Chiu was granted optimpsirchase 86,987,535 Ordinary Shares at a pfie&k$0.455 per Ordinary Share pursuant to the 28tk Option Plan. These
options will expire on the earlier of SeptembeR@21 or 120 days after termination of Dr. Chiu'svgze as a Director to the Board. As of June 3@L2®one of these options have
been exercised.

On September 8, 2011, Dr. Chiu was granted an aofeé8d,280,372 Restricted Share Units (each reptiggthe right to receive one Ordinary Share) pans to the 2004 Equity
Incentive Plan. These Restricted Share Units, 26%hah vest on each anniversary of August 5, 2@hal fully vest on August 5, 2015. As of June 3014, 50% of Dr. Chiu’s
Restricted Share Units were vested and settlediharsd18,640,186 Ordinary Shares were issued t€u.

These options comprise: (a) options which weretgghto Dr. Gao on May 24, 2010 to purchase 3,146@Minary Shares at a price of HK$0.64 per Ordirg@rare pursuant to the
2004 Stock Option Plan and will expire on the eartif May 23, 2020 or 120 days after terminatiodofGao’s service as a Director to the Board offtjons which were granted to
Dr. Gao on June 17, 2013 to purchase 13,608,24m&@ydShares at a price of HK$0.624 per Ordinargr8lpursuant to the 2004 Stock Option Plan andexpire on the earlier of
June 16, 2023 or 120 days after termination of@20’s service as a Director to the Board, and jtipos which were granted to Dr. Gao on June 12426 purchase 2,886,486
Ordinary Shares at a price of HK$0.64 per Ordirgimare pursuant to the 2014 Stock Option Plan aliéxypire on the earlier of June 11, 2024 or 12¢sdafter termination of

Dr. Gao’s service as a Director to the Board. Adwfe 30, 2014, none of these options have beenises®.

On May 24, 2010, Dr. Chen was granted options tolmse 3,145,319 Ordinary Shares at a price of Hi$per Ordinary Share pursuant to the 2004 Stqatlo® Plan. These options
will expire on the earlier of May 23, 2020 or 124yd after termination of each of Dr. Chen’s serdgise& Director to the Board. As of June 30, 20b#gerof these options have been
exercised.

On September 6, 2013, Professor Lau was grantéshspb purchase 4,492,297 Ordinary Shares ata pfiHK$0.562 per Ordinary Share pursuant to 9@2Stock Option Plan.
These options will expire on the earlier of Septentl) 2023 or 120 days after termination of Prafesswu’s service as a Director to the Board. Adwie 30, 2014, none of these
options have been exercised.

On September 6, 2013, Mr. Brown was granted optiomairchase 4,492,297 Ordinary Shares at a pfielK$0.562 per Ordinary Share pursuant to the 28tk Option Plan. These
options will expire on the earlier of Septembe2@23 or 120 days after termination of Mr. Browres\sce as a Director to the Board. As of June 8142 none of these options have
been exercised.

On June 17, 2013, Mr. Maloney was granted optiormutchase 4,490,377 Ordinary Shares at a prietk$0D.624 per Ordinary Share pursuant to the 2004KSDption Plan. These
options will expire on the earlier of June 16, 2@2320 days after termination of Mr. Maloney's\gee as a Director to the Board. As of June 3042@bne of these options have
been exercised.

On November 17, 2011, Mr. Meng was granted optiormurchase 4,471,244 Ordinary Shares at a prietkK@D.4 per share pursuant to the 2004 Stock OfRlan. These options will
expire on the earlier of November 16, 2021 or 1&@scafter termination of Mr. Meng’s service as &bior to the Board. As of June 30, 2014, nonéesé options have been
exercised.

These options comprise (a) options granted to kin. dh September 29, 2006 to purchase 500,000 @yditeres at a price per share of US$0.132 pursadhe 2004 Stock Option
Plan which fully vested on May 30, 2008 and wilpa®r on the earlier of September 28, 2016 or 13@ ddter termination of Mr. Tan's service as a bice to the Board, (b) options
granted to Mr. Tan on February 17, 2009 to purcliz3@0,000 Ordinary Shares at a price of HK$0.27Quelinary Share pursuant to the 2004 Stock Ogilam, which will expire on
the earlier of February 16, 2019 or 120 days aéemnination of Mr. Tan’ service as a Director te BBoard, and (c) options granted to Mr. Tan on &atyr 23, 2010 to purchase
3,134,877 Ordinary Shares at a price of HK$0.77Qmelinary Share pursuant to the 2004 Stock Optlan,Rvhich will expire on the earlier of Februard, 2020 or 120 days after
termination of Mr. Tan’s service as a Directortie Board. As of June 30, 2014, none of these optiawe been exercised.
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2001 STOCK OPTION PLANS

Options

Weighted Weighted
Average Closing Average Closing
Price of Shares Price of Shares
immediately immediately

Exercise Options Lapsed Dueto  Options Options before Dates on before Dates on
No. of Price Per  Options Lapsed Repurchase of Exercised Cancelled Options which Options  which Options
Name/Eligible  Date  Period during which ~ Options Share  Outstanding During  Ordinary Shares  During During Outstanding were Exercised were Granted
Employees Granted Rights Exercisable  Granted (USD) as of 12/31/13  Period During Period* Period Period as of 6/30/14 (USD) (USD)
Employees  1/5/2004 1/05/2004-1/04/2014 130,901,110 0.10 29,618,335 29,618,335 — — — — — $ 0.33
Service
Providers 1/15/2004 1/15/2004-1/14/2014  4,100,000$  0.10 100,000 100,000 — — — — — $ 0.14
Employees  1/15/2004 1/15/2004-1/14/2014 20,885,000$  0.10 3,294,000 3,294,000 — — — — — $ 0.33
Employees  2/16/2004 2/16/2004-2/15/2014 14,948,600$  0.10 3,508,200 931,100 — 2,577,100 — — 3 0.10% 0.33
Employees  2/16/2004 2/16/2004-2/15/2014 76,454,880$  0.25 _ 18,742,440 18,742,440 — — — — — $ 0.33
55,262,975 52,685,875 — 2,577,100 — —
2004 STOCK OPTION PLAN
Weighted Weighted
Average ClosingAverage Closing
Options Price of Shares Price of Shares
Additional Lapsed Due to immediately immediately
Exercise Options  Options Repurchase of Options Options before Dates on before Dates on
No. of  Price Per  Options Granted Lapsed Ordinary  ExercisedCancelled Options  which Options which Options
Name/Eligible Date  Period during which  Options Share Outstanding as During During Shares During During  During Outstanding were Exercised were Granted
Employees Granted Rights Exercisable Granted  (USD) of 12/31/13  Period Period Period* Period  Period as of 6/30/14
Employees 3/18/2004 3/18/2004-3/17/2014 49,869,706  0.35 13,943,900 — 13,943,900 — — — — —$ 0.35
Employees 4/25/2004 4/25/2004-4/24/2014 22,591,800  0.28 4,417,400 — 4,417,400 — — — — —$ 0.28
Employees 7/27/2004 7/27/2004-7/26/2014 35,983,000  0.20 10,062,000 — 95,000 — — — 9,967,000 —$ 0.20
Employees 11/10/2004-11
11/10/2004/09/2014 52,036,140  0.22 10,380,160 — 81,000 — — — 10,299,160 —$ 0.22
Employees 5/11/2005 5/11/2005-5/10/2015 94,581,300  0.20 23,492,836 — 826,670 — — — 22,666,166 —$ 0.20
Employees 8/11/2005 8/11/2005-8/10/2015 32,279,500  0.22 5,316,500 — 72,000 — — — 5,244,500 —$ 0.22
Employees 11/11/2005-11
11/11/2005/10/2015 149,642,006  0.15 21,336,000 — 3,182,000 — — — 18,154,000 —$ 0.15
Employees 2/20/2006 2/20/2006-2/19/2016 62,756,470  0.15 17,344,294 — 284,600 — — — 17,059,694 —$ 0.15
Employees 5/12/2006 5/12/2006-5/11/2016 22,216,096  0.15 2,567,000 — 24,000 — — — 2,543,000 —$ 0.15
Employees 9/29/2006 9/29/2006-9/28/2016 40,394,000  0.13 10,692,000 — 108,000 — — — 10,584,000 —$ 0.13
Lip-Bu Tan 9/29/2006 9/29/2006-9/28/2016 ~ 500,000$  0.13 500,000 — — — — — 500,000 —$ 0.13
Others 11/10/2006-11
11/10/2006/09/2016 2,450,0006  0.13 150,000 — — — — — 150,000 —$ 0.13
Employees 11/10/2006-11
11/10/2006/09/2016 33,271,006  0.11 6,535,000 — 98,000 — — — 6,437,000 —$ 0.11
Employees 5/16/2007 5/16/2007-5/15/2017122,828,0006  0.15 36,982,000 — 1,229,000 — — — 35,753,000 —$ 0.15
Others 5/16/2007 5/16/2007-5/15/2017 5,421,0006  0.15 300,000 — — — — — 300,000 —$ 0.15
Employees 12/28/2007-12
12/28/2007/27/2017 89,839,006  0.10 21,556,800 — 280,000 — 58,000 — 21,218,800 0.10% 0.10
Employees 2/12/2008 2/12/2008-2/11/2018126,941,0006  0.08 39,208,625 — 1,668,700 — 6,329,625 — 31,210,308 0.10% 0.08
Others 2/12/2008 2/12/2008-2/11/2018  600,000$  0.08 300,000 — — — — — 300,000 —$ 0.08
Employees 11/18/2008-11
11/18/2008/17/2018 117,224,096  0.02 24,203,320 — 124,000 — 8,231,490 — 15,847,830 0.09% 0.02
Employees 2/17/2009 2/17/2009-2/16/2019131,943,0006  0.03 36,129,000 — 400,000 — 8,487,000 — 27,242,000 0.10% 0.03
Lip-Bu Tan 2/17/2009 2/17/2009-2/16/2019 1,000,000  0.03 1,000,000 — — — — — 1,000,000 —$ 0.03
Others 2/17/2009 2/17/2009-2/16/2019  400,000$  0.03 50,000 — — — — — 50,000 —$ 0.03
Employees 5/11/2009 5/11/2009-5/10/2019 24,102,002  0.04 5,330,000 — — — 525,000 —  4,805,000% 0.10% 0.04
Lip Bu Tan 2/23/2010 2/23/2010-2/22/2020 3,134,877  0.10 3,134,877 — — — — — 3,134,877 —$ 0.10
Senior
Management 2/23/2010 2/23/2010-2/22/2020 49,498,3646  0.10 15,674,388 — 15,674,388 — — — — —$ 0.10
Employees 2/23/2010 2/23/2010-2/22/2020337,089,4666  0.10 145,594,760 — 4,890,407 — 3,557,659 — 137,146,694 0.10% 0.10
Yonggang Gao 5/24/2010 5/24/2010-5/23/2020 3,145,31%  0.08 3,145,319 — — — — — 3,145,319 —$ 0.08
Shanzhi Chen  5/24/2010 5/24/2010-5/23/2020 3,145,31%  0.08 3,145,319 — — — — — 3,145,319 —$ 0.08
Senior
Management 5/24/2010 5/24/2010-5/23/2020 15,726,595  0.08 15,726,595 — — — — — 15,726,595 —$ 0.08
Employees 5/24/2010 5/24/2010-5/23/2020 18,251,614  0.08 6,606,700 — 3,387,700 — 9,000 —  3,210,000% 0.10% 0.08
Employees 9/8/2010 9/8/2010-9/7/2020  46,217,577%  0.07 10,013,455 — 65,510 — 620,687 — 9,327,258 0.10% 0.07
Employees 11/12/2010-11
11/12/2010/11/2020 39,724,56%  0.08 27,901,006 — 711,374 — 3,052,787 — 24,136,845 0.10% 0.08
Employees 5/31/2011 5/31/2011-5/30/2021148,313,801%  0.08 99,931,474 — 2,136,427 — 9,426,832 — 88,368,215 0.10% 0.08
WEN YI
ZHANG 9/8/2011 9/8/2011-9/7/2021 21,746,883  0.06 21,746,883 — — — — — 21,746,883 —$ 0.06
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Weighted Weighted
Average ClosingAverage Closing
Options Price of Shares Price of Shares
Additional Lapsed Due to immediately immediately
Exercise Options  Options Repurchase of Options Options before Dates onbefore Dates on
No. of  Price Per  Options Granted Lapsed Ordinary  Exercised Cancelled Options  which Options which Options
Name/Eligible Date  Period during which Options Share Outstanding as During During Shares During During  During Outstanding were Exercised were Granted
Employees Granted Rights Exercisable Granted (USD) of 12/31/13  Period Period Period* Period Period as of 6/30/14 (USD) (USD)
TzuYin Chiu  9/8/2011 9/8/2011-9/7/2021 86,987,533  0.06 86,987,535 — — — — — 86,987,535 —$ 0.06
Employees 9/8/2011 9/8/2011-9/7/2021 42,809,083  0.06 23,514,390 — 624,938 — 3,647,348 — 19,242,104 0.10% 0.06
Frank Meng 11/17/2011-11
11/17/2011/16/2021 4,471,244  0.05 4,471,244 — — — — — 4,471,244 —$ 0.05
Employees 11/17/2011-11
11/17/2011/16/2021 16,143,14%  0.05 11,238,286 — 92,136 — 557,505 — 10,588,645 0.09% 0.05
Employees 5/22/2012 5/22/2012-5/21/2022252,572,708  0.04 202,078,054 — 2,142,748 — 19,284,779 — 180,650,523 0.10% 0.04
Senior
Management5/22/2012 5/22/2012-5/21/2022 5,480,006  0.04 5,480,000 — — — — — 5,480,000 —$ 0.04
Employees 9/12/2012 9/12/2012-9/11/2022 12,071,250  0.04 8,454,116 — 250,333 — 728,041 — 7,475,742 0.09% 0.04
Senior
Management9/12/2012 9/12/2012-9/11/2022 3,500,006  0.04 3,500,000 — — — — — 3,500,000 —$ 0.04
Employees 11/15/2012-11
11/15/2012/14/2022 18,461,006  0.05 15,634,333 — 326,792 — 1,990,956 — 13,316,585 0.09% 0.05
Employees 5/7/2013 5/7/2013-5/6/2023  24,367,201%  0.08 20,501,263 — 338,000 — 716,875 — 19,446,388 0.10% 0.08
Employees 6/11/2013 6/11/2013-6/10/2023102,810,006  0.08 99,490,000 — 2,824,376 — — — 96,665,624 —$ 0.08
Senior
Management6/11/2013 6/11/2013-6/10/2023 74,755,756  0.08 74,755,756 — — — — — 74,755,756 —$ 0.08
Yonggang Gao 6/17/2013 6/17/2013-6/16/2023 13,608,24%  0.08 13,608,249 — — — — — 13,608,249 —$ 0.08
Sean Maloney 6/17/2013 6/17/2013-6/16/2023 4,490,377  0.08 4,490,377 — — — — — 4,490,377 —$ 0.08
LAU Lawrence
Juen-Yee  9/6/2013 9/6/2013-9/5/2023 4,492,297%  0.07 4,492,297 — — — — — 4,492,297 —$ 0.07
WILLIAM
TUDOR
BROWN 9/6/2013 9/6/2013-9/5/2023 4,492,297%  0.07 4,492,297 — — — — — 4,492,297 —$ 0.07
Employees 9/6/2013 9/6/2013-9/5/2023 22,179,076  0.07 18,379,070 — 3,111,950 — — — 15,267,120 —$ 0.07
Employees 11/4/2013 11/4/2013-11/3/2023 19,500,006  0.07 19,136,000 — 648,000 — — — 18,488,000 —$ 0.07
1,265,120,878 — 64,059,349 — 67,223,584 — 1,133,837,945
2004 EQUITY INCENTIVE PLAN
Weighted Weighted

Average Closing Average Closing
Price of Shares Price of Shares

RSUs immediately immediately

Additional Lapsed Due to before Dates on before Dates on

Exercise RSUs Repurchase of RSUs RSUs which Restricted which Restricted

Price Per RSUs Granted RSUs Lapsed Ordinary  Exercised Cancelled RSUs  Share Units wereShare Units were

Name/Eligible Date Period during which No. of RSUs Share Outstanding During During  Shares During During  During Outstanding Vested Granted
Employees Granted Rights Exercisable Granted (USD) as of 12/31/13 Period Period Period* Period  Period as of 6/30/14 (USD) (USD)

Senior

Management2/23/20102/23/2010-2/22/2020 21,459,14%  0.00 1,679,399 — — — 1,679,399 — —$ 0.08% 0.10

Employees 2/23/20102/23/2010-2/22/2020139,933,81%  0.00 3,619,634 — — — 3,428,510 — 191,124% 0.08% 0.10
Senior

Management5/24/20105/24/2010-5/23/2020 6,739,96%  0.00 1,684,993 — — — 1,684,993 — —3 0.08% 0.08

Employees 5/31/20115/31/2011-5/30/2021 21,212,536  0.00 7,228,265 — 111,188 — 3,614,132 — 3,502,945 0.08% 0.08
WEN YI

ZHANG 9/8/2011 9/8/2011-9/7/2021 9,320,093 0.00 9,320,093 — — — — — 9,320,093 —$ 0.06

Tzu Yin Chiu  9/8/2011 9/8/2011-9/7/2021 37,280,372  0.00 18,640,186 — — — — — 18,640,186 —$ 0.06

Employees 5/22/20125/22/2012-5/21/2022 60,750,006  0.00 40,455,000 — 255,000 — 13,425,000 — 26,775,000 0.08% 0.04
Senior

Management5/22/20125/22/2012-5/21/2022 1,920,0006  0.00 1,440,000 — — — 480,000 — 960,000% 0.08% 0.04
Senior

Management9/12/20129/12/2012-9/11/2022 2,500,006  0.00 1,875,000 — — — — — 1,875,000 —$ 0.04

Employees 6/11/20136/11/2013-6/10/2023133,510,006  0.00 129,390,000 — 3,172,500 — 32,040,000 — 94,177,500 0.09% 0.08
Senior

Management6/11/20136/11/2013-6/10/2023 17,826,161  0.00__ 17,826,161 — — — 3,400,519 — 14,425,64% 0.09% 0.08

233,158,731 — 3,538,688 — 59,752,553 — 169,867,490
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2014 STOCK OPTION PLAN

Weighted Weighted
Average ClosingAverage Closing
Options Price of Shares Price of Shares
Additional Lapsed Due to immediately immediately
Exercise Options  Options Repurchase of Options Options before Dates on before Dates on
No. of  Price Per Options Granted Lapsed Ordinary Exercised Cancelled Options  which Options which Options
Name/Eligible Date Period during which Options ~ Share Outstanding as During During Shares During During  During Outstanding were Exercised were Granted
Employees Granted Rights Exercisable Granted (USD) of 12/31/13 Period Period Period* Period  Period as of 6/30/14 (USD) (USD)
Yonggang Gao 6/12/20146/12/2014-6/11/2024 2,886,486  $0.08 — 2,886,486 — — — — 2,886,486 — $0.08
Employees 6/12/20146/12/2014-6/11/202426,584,250  $0.08 — 26,584,250 1,424,000 — — — 25,160,250 — $0.08
— 29,470,736 1,424,000 — — — 28,046,736
5. REPURCHASE SALE OR REDEMPTION OF SECURITIES

The Company has not repurchased, sold or redeenyeaf és securities during the six months endateJs0, 2014.
6. UPDATE TO DIRECTORS’ INFORMATION
Changes in, and updates to, previously disclosedf@drmation relating to the Directors

As required under Rules 13.51B and 13.51(2) oHbeg Kong Stock Exchange Listing Rules, certaimges in, and updates to, the
information previously disclosed regarding the Bioes during their respective term of office areaé below:

Mr. Zhang Wenyi gradually ceased to be a directdh® subsidiaries of the Company during the pefioth the date of the
Company’s 2013 annual report to the date of therim report.

Dr. Tzu-Yin Chiu was appointed as the chairmanamheof the following subsidiaries of the Company:
CEFERE (FE) BRAE (Siltech Semiconductor (Shanghai) Corporation tealf) on April 14, 2014.

o B EE R B R B () APR/AE] (Semiconductor Manufacturing International (ShaxipBorporation*) on
April 21, 2014.

JUREISER ERREE (5] AR/ E (Semiconductor Manufacturing International (ShemHCorporation*) on
May 6, 2014.

ot B E R R RS (dEs) AR E] (Semiconductor Manufacturing International (BegjirCorporation*) on
May 23, 2014.

o EIPR R R BE (K ) AR E] (Semiconductor Manufacturing International (TiapjCorporation*) on
July 11, 2014.
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7. WAIVER FROM COMPLIANCE WITH THE HONG KONG STOCK EXBANGE LISTING RULES

Save as disclosed in the prospectus of the Comgiategl March 8, 2004, the Company has not receingdvaivers from compliance
with the Hong Kong Stock Exchange Listing Rulesahhare still in effect.

8. REVIEW BY AUDIT COMMITTEE

The Audit Committee of the Company has reviewedh Wit management of the Company the accountingiphas and practices
accepted by the Company and the interim finantéments of the Company for the six months endad 30, 2014.

By order of the Board

Semiconductor Manufacturing International Corporation
Dr. Tzu-Yin Chiu

Chief Executive Officer and Executive Director

Shanghai, PRC
August 28, 2014
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CONDENSED CONSOLIDATED STATEMENTS OF PROFIT OR LOSSID OTHER COMPREHENSIVE INCOME

For the six months ended June 30, 2014 and 2013

(In USD’000, except share and per share data)

Revenue
Cost of sales
Gross profit
Research and development expenses
Sales and marketing expenses
General and administration expenses
Other operating income
Profit from operation
Interest income
Finance costs
Foreign exchange gains or losses
Other gains or losses, net
Share of profits of associates
Profit before tax
Income tax expense
Profit for the period
Other comprehensive income
Item that may be reclassified subsequently to profit or loss
Exchange differences on translation of financiateshent of foreign operations
Total comprehensive income for the period
Profit for the period attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income for the period attriblgdo:
Owners of the Company
Non-controlling interests

Earnings per share
Basic
Diluted

32

Six months ended

Notes 06/30/14 06/30/13
(unaudited) (unaudited)

6 962,427 1,042,911
(723,256 (809,396

239,171 233,515
(81,733) (61,494)
(18,726) (18,029)
(58,721) (76,839)

7 7,786 53,300
87,777 130,453

4,859 2,288
8 (12,861) (19,930)
(14,454) 5,094

10,711 (240)

1,451 1,223

9 77,483 118,888
10 (1,360 (3,049
76,122 115,842

(1,953 321

74,169 116,163

77,062 116,005

(940 (163

76,122 115,842

75,109 116,326

(949 (163

74,169 116,163

12

0.00 0.00

0.00 0.00
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CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POBION

At June 30, 2014 and December 31, 2013

(In USD’000, except share and per share data)

Assets

Non-current assets
Property, plant and equipment
Prepaid land use right
Intangible assets
Investments in associates
Deferred tax assets

Other assets

Total non-current assets
Current assets

Inventories

Prepaid operating expenses
Trade and other receivables
Other financial assets
Restricted cash

Cash and cash equivalent

Assets classified as held-for-sale
Total assets

Equity and liabilities

Capital and reserves
Ordinary shares

Share premium

Reserves

Accumulated deficit

Equity attributable to owners of the Company
Non-controlling interests
Total equity

Non-current liabilities
Borrowings

Convertible bonds

Deferred tax liabilities
Deferred government funding
Total non-current liabilities
Current liabilities

Trade and other payables
Borrowings

Deferred government funding
Accrued liabilities

Current tax liabilities

Total current liabilities

Total liabilities

Total equity and liabilities
Net current assets

Total assets less current liabilities
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Notes

06/30/14

12/31/13

14

15

17

18
16
19

13

20

23
24

22
23

(unaudited) (audited)
2,515,105 2,528,834
136,623 136,725
198,952 215,265
30,820 29,200
44,161 43,890
7,228 6,237
2,932,889 2,960,151
319,089 286,251
42,261 43,945
458,765 379,361
358,417 240,311
181,573 147,625
573,332 462,483
1,933,437 1,559,976
1,543 3,265
4,867,869 4,523,392
13,933 12,845
4,296,190 4,089,846
87,004 74,940
(1,616,797 (1,693,859
2,780,330 2,483,772
108,715 109,410
2,889,045 2,593,182
430,520 600,975
352,317 180,563
122 167
192,325 209,968
975,284 991,673
474,268 393,890
365,269 390,547
31,484 26,349
132,273 127,593
246 158
1,003,540 938,537
1,978,824 1,930,210
4,867,869 4,523,392
931,440 624,704
3,864,329 3,584,855
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CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQLY

For the six months ended June 30, 2014 and 2013

Balance at January 1, 2013 (audited)
Profit for the period
Other comprehensive income for the period

Total comprehensive income for the period

Exercise of stock options
Share-based compensation

Sub-total

Balance at June 30, 2013 (unaudited)

Balance at January 1, 2014 (audited)
Profit for the period
Other comprehensive income for the period

Total comprehensive income for the period

Issuance of ordinary shares

Exercise of stock options

Share-based compensation

Capital contribution from non-controlling
interest

Recognition of equity component of
convertible bonds

Sub-total

Balance at June 30, 2014 (unaudited)

(In USD'000)
Equity-
settle Convertible
employee Foreign bonds Attributable
Ordinary benefits currency equity to owner Non-
shares Share reserve translation reserve Accumulated of the controlling Total
(Note 20) premium (Note 21) reserve (Note 24) deficit Company interest Equity

12,800 4,083,588 42,232 3,916 — (1,867,036) 2,275,500 952 2,276,452
— — — — — 116,005 116,005 (163) 115,842

— — — 321 — — 321 — 321

— — — 321 — 116,005 116,326 (163 116,163

30 4,483 (2,395) — — — 2,118 — 2,118

— — 9,005 — — — 9,005 — 9,005

30 4,483 6,610 — — — 11,123 — 11,123
12,830 4,088,071 48,842 4,237 — (1,751,033 2,402,949 789 2,403,738
12,845 4,089,846 55,177 4,553 15,210 (1,693,859) 2,483,772 109,410 2,593,182
— — — — — 77,062 77,062 (940) 76,122

— — — (1,953 — — (1,953 — (1,953

— — — (1,953 — 77,062 75,109 (940 74,169

1,036 196,161 — — — — 197,197 — 197,197

52 10,183 (6,187) — — — 4,048 — 4,048

— — 7,491 — — — 7,491 — 7,491

— — — — — — — 245 245

— — — — 12,713 — 12,713 — 12,713

1,088 206,344 1,304 — 12,713 — 221,449 245 221,694
13,933 4,296,190 56,481 2,600 27,923 (1,616,797 2,780,330 108,715 2,889,045
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the six months ended June 30, 2014 and 2013

(In USD’000)

Cash flow from operating activities
Cash generated from operations
Interest paid
Interest received
Income taxes paid
Net cash from operating activities
Cash flow from investing activities:
Payments for property, plant and equipment
Payments for intangible assets
Payments for land use right
Net changes in restricted cash relating to invgsiittivities
Payments to acquire financial assets
Proceeds on sale of financial assets
Net proceeds after netting off land appreciation(Bayments to) from disposal of property, plant
and equipment and assets classified as held fer sal
Proceeds from disposal of subsidiary
Others
Net cash used in investing activities
Cash flow from financing activities:
Proceeds from borrowings
Repayment of borrowings
Proceeds from issuance of ordinary shares
Proceeds from issuance of convertible bonds
Repayment of promissory notes
Proceeds from exercise of employee stock options
Proceeds from non-controlling interest — capitaltdbntion
Net cash from (used in) financing activities
Net increase (decrease) in cash and cash equivatent
Cash and cash equivalent, beginning of period
Effects of exchange rate changes on the balanceocakh held in foreign currencies
Cash and cash equivalent, end of period
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Six months ended

06/30/14 06/30/13
(unaudited) (unaudited)
291,335 285,383
(15,202) (25,642)
3,327 3,977
(786 (720
278,674 262,998
(227,246) (311,140)
(11,312) (29,494)
(1,123) (61,391)
(13,531) 33,667
(710,701) (4,379)
592,593 20,181
16,002 (863)
— 28,639
(16) (407
(355,334 (325,187
150,798 362,614
(345,093) (383,068)
197,604 —
181,230 —
— (15,000)
4,048 2,118
245 —
188,832 (33,336
112,172 (95,525)
462,483 358,490
(1,323 (10
573,332 262,955
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STANEENTS
For the six months ended June 30, 2014

1.

GENERAL INFORMATION

Semiconductor Manufacturing International Corpamtivas established as an exempt company incorposatter the laws of the Cayman
Islands on April 3, 2000. The address of the ppatplace of business is 18 Zhangjiang Road, Putimvg Area, Shanghai, China, 201203.
The registered address is at PO Box 309, Uglandséidarand Cayman, KY1-1104 Cayman Islands. SemimtadManufacturing
International Corporation is an investment holdiognpany.

Semiconductor Manufacturing International Corpanmatand its subsidiaries (hereinafter collectivelferred to as the “Company” or
“SMIC”) are mainly engaged in the computer-aidedigie, manufacturing, testing, packaging, and tradihintegrated circuits and other
semiconductor services, as well as designing antifaaturing semiconductor masks.

BASIS OF PREPARATION

The unaudited condensed consolidated financiasints of the Company have been prepared in actdeith International Accounting
Standard 34 “Interim Financial Reporting” issuedtlhg International Accounting Standards Board {tASB”) as well as with the
applicable disclosure requirements of Appendixd.the Rules Governing the Listing of SecuritiesTtie Stock Exchange of Hong Kong
Limited. The interim condensed consolidated finahstatements should be read in conjunction wighGbmpany’s annual financial
statements as at December 31, 2013.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements baen prepared on the historical cost basis exoepertain financial instruments
which are measured at fair values.

Except for the application of new or revised actmgnstandards as described below, the accountfigigs and methods of computation
used in the condensed consolidated financial sesyas of and for the six months ended June 324 2@ the same as those followed in
the preparation of the Company’s annual finandetesnents as of and for the year ended Decemb@03B,

In the current interim period, the Company has iagpfor the first time, the following standardglaamendments that are relevant for the
preparation of the Company’s condensed consolidatadcial statements.

Amendments to IFRS 10, IFRS 12 and IAS 27 Investment Entities

Amendments to IAS 32 Offsetting Financial Assets and Financial Liabggi
Amendments to IAS 36 Recoverable Amount Disclosures for Non-Financiadets
Amendments to IAS 39 Novation of Derivatives and Continuation of HedgecAunting
IFRIC 21 Levies

The application of the above new or revised IFRS$S & current interim period has had no materfalcéon the amounts reported in these
condensed consolidated financial statements adéolosures set out in these condensed consolifiatattial statements.
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4.

ESTIMATES

The preparation of condensed consolidated finasti@éments requires management to make judgenestiteates and assumptions that
affect the application of accounting policies ane teported amounts of assets and liabilities,nimeand expense. Actual results may differ
from these estimates.

In preparing this condensed consolidated intermarftial information, the significant judgements mag management in applying the
Company'’s accounting policies and the key sourfestimation uncertainty were the same as thogeatbiee applied to the consolidated
financial statements for the year ended Decembge2(B3.

FINANCIAL RISK MANAGEMENT

The Company'’s activities expose it to a varietfimdncial risks: market risk (including currencgkj fair value interest rate risk, cash flow
interest rate risk and price risk), credit risk dindidity risk.

The condensed consolidated financial statementotmclude all financial risk management informatand disclosures required in the
annual financial statements, and should be readnjunction with the Company’s annual financiatetaents as at December 31, 2013.

There have been no changes in the risk managerapattthent since year end or in any risk managepwities since the year end.
SEGMENT INFORMATION

The Company is engaged principally in the compateed design, manufacturing and trading of integtaircuits. The Company'’s chief
operating decision maker has been identified a€ttief Executive Officer, who reviews consolidatedults when making decisions about
resources allocation and assessing performante agompany. The Company operates in one segmemim&asurement of segment
profits is based on profit from operation as préseétin the statements of profit or loss and otleenrehensive income. The Company’'s
operating revenue from customers by geographytéldé below.

Revenue from external

customers
Six months ended

06/30/14 06/30/13

USD’000 USD'000
United States 424,553 519,422
Mainland China and Hong Kong 410,143 415,309
Eurasia* 127,731 108,180
962,427 1,042,911

*  Not including Mainland China and Hong Kong
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6. SEGMENT INFORMATION (CONTINUED)
The following table summarizes property, plant agdipment of the Company by location.

Property, plant
and equipment

06/30/14 12/31/13

USD'000 USD'000
United States 27 33
Europe 3 4
Taiwan 11 14
Hong Kong 3,342 3,440
Mainland China 2,511,722 2,525,343
2,515,105 2,528,834

7. OTHER OPERATING INCOME

Six months ended

06/30/14 06/30/13
USD’000 USD'000
Gain on disposal of property, plant and equipmentassets classified as held-for-sale 7,593 24,996
Gain on disposal of subsidiaries — 28,304
Others 193 —
7,786 53,300

The gain on disposal of property, plant and equiptraed assets classified as held-for-sale forithemenths ended June 30, 2014 was
primarily from the sales of the staff living quagén Beijing to employees.

The gain on disposal of property, plant and equiptraed assets classified as held-for-sale forithmenths ended June 30, 2013 was
primarily from the sales of the staff living quagén Shanghai to employees.

The gain on disposal of subsidiaries for the sixnths ended June 30, 2013 arose from disposal @ dngpany’s total ownership interest in

SMIC (Wuhan) Development Corporation (“WHDM"). Psearefer to the Company’s annual financial statésnes at December 31, 2013
for details.
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8.

10.

FINANCE COSTS

Six months ended

06/30/14 06/30/13
USD'000 USD'000
Interest on:

Bank and other borrowings — wholly repayable witfiie years 16,444 26,743
Interest on convertible bonds 3,429 —
Accretion of interest to preferences shareholdéessubsidiary — 764
Total interest expense for financial liabilitiest mtassified as at FVTPL 19,873 27,507
Less: amounts capitalized (7,012 (7,577

12,861 19,930
The weighted average interest rate on funds bodayemerally is 4.61% per annum (2013: 5.02% pet=mn
PROFIT BEFORE TAX
Six months ended
06/30/14 06/30/13
USD'000 USD’000
Profit before tax has been arrived at after takig account:

Depreciation and amortization of property, plard agquipment 254,926 250,740

Amortization of prepaid land use rights 1,060 730

Amortization of acquired intangible assets 19,348 19,994

Impairment loss (reversed) recognized on inventory 6,651 (4,884)

Impairment loss recognized in respect of availétesale investments included in other

assets — 2,479

Impairment loss recognized in respect of tradeathdr receivables 1,241 658

Foreign exchange gains or losses 14,454 (5,094)
INCOME TAX EXPENSE

Six months ended
06/30/14 06/30/13
USD’000 USD'000
Current tax — Enterprise Income Tax 750 747
Current tax — Land Appreciation Tax 927 2,904
Deferred tax (316 (605
Total income tax expense 1,361 3,046
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10. INCOME TAX EXPENSE (CONTINUED)

Under the Law of the People’s Republic of Chingamterprise Income Tax, or the EIT Law, the prodita foreign invested enterprise
arising in 2008 and beyond that distributed tontmediate holding company who is a non-PRC taxdesgiwill be subject to a withholding
tax at the rate of 10%. A lower withholding taxeratay be applied if there is a favorable tax tréatyveen mainland China and the
jurisdiction of the foreign holding company. Foreexple, holding companies in Hong Kong that are &gaesidents in Hong Kong are
eligible for a 5% withholding tax on dividends undiee Tax Memorandum between China and the HongkSpecial Administrative
Region.

Semiconductor Manufacturing International Corpanafis incorporated in the Cayman Islands, wheigeribt currently subject to taxation.

Prior to January 1, 2008, the subsidiaries incatgatin the PRC were governed by the Income Tax dfalve PRC Concerning Foreign
Investment and Foreign Enterprises and varioud Incame tax laws (the “FEIT Laws”).

The PRC enterprise income tax law (became effectivéanuary 1, 2008) applies a uniform 25% entsgpricome tax rate to both foreign-
invested enterprises and domestic enterprisespexdere a special preferential rate applies.

Pursuant to Caishui Circular [2008] No. 1 (“CirauNo. 1") promulgated on February 22, 2008, intégplacircuit production enterprises
whose total investment exceeds RMB8,000 milliorpfagimately US$1,095 million) or whose integratéaaits have a line width of less
than 0.25 micron are entitled to a preferentialrtete of 15%. Enterprises with an operation pecibchore than 15 years are entitled to a full
exemption from income tax for five years startingnf the first profitable year after utilizing altipr years’ tax losses and 50% reduction of
the tax for the following five years. Pursuant @ishui Circular [2009] No. 69 (“Circular No. 69the 50% reduction should be based on
the statutory tax rate of 25%.

On January 28, 2011, the State Council of Chinzedssuofa [2011] No. 4 (“Circular No. 4"), the Ne#tion Certain Policies to Further
Encourage the Development of the Software and fated Circuit Industries which reinstates the Eigeintives stipulated by Circular
No. 1 for the software and integrated circuit gpises.

On April 20, 2012, State Tax Bureau issued Caignd2] No. 27 (“Circular No. 27"), stipulating thiecome tax policies for the
development of integrated circuit industry.

On July 25, 2013, State Tax Bureau issued [201348d"“Circular N0.43"), clarifying that the acciigation and preferential tax policy of
integrated circuit enterprise established beforeeber 31, 2010, is applied pursuant to CircularlNo
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10. INCOME TAX EXPENSE (CONTINUED)

11.

12.

The detailed tax status of SMIC’s principal PRGterg with tax holidays is elaborated as follows:

1

2)

Semiconductor Manufacturing International (Shangha) Corporation (“SMIS”) and Semiconductor Manufactur ing
International (Tianjin) Corporation (“SMIT")

Pursuant to relevant tax regulation, SMIS bega@-gehr tax holiday (five year full exemption folled by five year half reduction)
from 2004 after utilizing all prior years’ tax le&ss The income tax rate for SMIS was 12.5% in 20h&.income tax rate is 15% since
2014.

In accordance with Circular No. 43 and Circular HpSMIT began a 10-year tax holiday (five yeat éxemption followed by five
year half reduction) from 2013 after utilizing ptior years’ tax losses. The income tax rate foiBMas 0% from 2013 to 2017 and
12.5% from 2018 to 2022. After that, the incomerie will be 15%.

Semiconductor Manufacturing International (Beijing) Corporation (“SMIB”)
In accordance with Circular No. 43 and Circular NipSMIB is entitled to the preferential tax rafel6% and 10-year tax holiday (five

year full exemption followed by five year half radion) subsequent to its first profit-making ye#teautilizing all prior tax losses.
SMIB was in accumulative loss positions as of JB®e2014 and the tax holiday has not begun to efeet.

All the other PRC entities of SMIC were subjecthe income tax rate of 25%.

DIVIDEND

No dividend has been paid or declared by the Cogngaring the six months ended June 30, 2014 an8,2@%pectively.

EARNINGS PER SHARE

The calculation of basic and diluted earnings pere attributable to the owners of the Companyg&el on following data.

Six months ended
06/30/14 06/30/13
uUsD’000 USD’000

Basic earnings per share 0.00 0.00
Diluted earnings per share 0.00 0.00
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12.

13.

EARNINGS PER SHARE (CONTINUED)

Six months ended

06/30/14 06/30/13
USD'000 USD’000
Earnings
Earnings used in the calculation of basic earnpegsshare 77,062 116,005
Interest expense from convertible bonds 3,429 —
Earnings used in the calculation of diluted earsipgr share 80,491 116,005
Number of shares
Weighted average number of ordinary shares ustitbinalculation of basic earnings per
share 32,469,087,242  32,032,802,837
Effect of dilutive potential ordinary shares
Employee option and restricted share units 298,601,846 206,129,393
Convertible bonds 2,100,863,279 —
Weighted average number of ordinary shares usttkinalculation of diluted earnings per
share 34,868,552,367  32,238,932,230

As of June 30, 2014, the Company had 669,278,983amding employee stock options and warrants whigte excluded from the
computation of diluted earnings per share becéwesexercise price was greater than the averageetranike of the common shares.

As of June 30, 2013, the Company had 1,832,325%883anding employee stock options and warrantsiwivere excluded from the
computation of diluted earnings per share becawesexercise price was greater than the averageeinanike of the common shares.

ASSETS CLASSIFIED AS HELD FOR SALE

06/30/14 12/31/13
USD'000 USD’000
Assets related to employee’s living quarters 1,543 3,265

Non-current assets are classified as held forittieir carrying amount will be recovered prindigahrough a sale transaction rather
than through continuing use. This condition is rdgd as met only when the sale is highly probabéethe non-current asset is
available for immediate sale in its present conditManagement must be committed to the sale, wsfiolild be expected to qualify
for recognition as a completed sale within one yeman the date of classification. The Company iskéay to sell these self-constructed
living quarters to its employees.
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14.

15.

PROPERTY, PLANT AND EQUIPMENT
Construction in progress

The construction in progress balance of approxiln&i&€$497 million as of June 30, 2014, primarilynsisted of US$130.8 million
and US$116.5 million of the manufacturing equipmeguired to further expand the production capaatithhe 12-inch fab in Beijing
and Shanghai, respectively, US$17.4 million ofrirenufacturing equipment acquired to further expiedproduction capacity at the
8-inch fab in Shanghai, and US$111.9 million redatethe ongoing 8-inch wafer construction proggcEemiconductor Manufacturing
International (Shenzhen) Corporation. The Compa8ffenzhen project which commenced in 2008 has gsegd more slowly than
expected due to changing market conditions andinggeegotiations with relevant parties. The Compuaitlyclosely monitor the
progress of the project and evaluate any additicosts to complete the project. In addition, US$4 26illion was related to various
ongoing capital expenditure projects of other SMiMsidiaries, which are expected to be completdddnember 31, 2014.

Assets pledged as security

As of June 30, 2014, property, plant and equipméifit carrying amount of approximately US$857 mifli(2013: approximately
US$1,000 million) have been pledged to secure bongs of the Company (see Note 23). The plant ajuibenent have been pledged
as security for bank loans under a mortgage. Theg2ay is not allowed to pledge these assets asityefom other borrowings or to
sell them to another entity.

INVESTMENTS IN ASSOCIATES

Details of the Company’s associates, which arardisted companies, at the end of the reportingpdeare as follows:

Proportion of ownership Proportion
Place of interest and voting power of voting
establishment Class of held by the Company power
Name of company and operation share held 06/30/14 12/31/13 held
Toppan SMIC Electronic (Shanghai)  Shanghai Ordinary 30.0% 30.0% 30.0%
Co., Ltd (“Toppan”)
Zhongxin Xiecheng Investment Beijing Ordinary 49.0% 49.0% 49.0%
(Beijing) Co., Ltd (“Zhongxin”)
Brite Semiconductor Corporation* Cayman Island Ordinary 49.8% 48.7% 49.8%

Above associates are accounted for using the emétirod in these condensed consolidated finantzrments.

* As of December 30, 2013, the Company lost confr@riie Semiconductor Corporation and its subsid&(“Brite”).
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16. OTHER FINANCIAL ASSETS

Short-term investments carried at fair value thtopgofit or loss

17. INVENTORIES

Raw materials
Work in progress
Finished goods

18. TRADE AND OTHER RECEIVABLES

Trade receivables
Allowance for doubtful debts

Other receivables and refundable deposits

30/06/14 12/31/13
USD'000 USD'000
358,417 240,311
06/30/14 12/31/13
USD'000 USD'000
63,180 56,242
191,480 180,710
64,429 49,299
319,089 286,251
06/30/14 12/31/13
USD'000 USD'000
432,457 352,872
(45,490 (44,643
386,967 308,229
71,798 71,132
458,765 379,361

The Company determines credit terms ranging gdgdram 30 to 60 days for each customer on a cgsease basis, based on its

assessment of such customer’s financial standiddasiness potential with the Company.

The following is analysis of trade receivable presd based on the invoice date at the end of fiertiag period.

Within 30 days
Between 31-60 days
Over 60 days

Total
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06/30/14 12/31/13

USD'000 USD'000
216,890 166,117
113,451 110,470
102,116 76,285
432,457 352,872
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18.

19.

20.

TRADE AND OTHER RECEIVABLES (CONTINUED)

The following is analysis of trade receivable (akallowance of doubtful debt) by age, presentesktdaon due date.

06/30/14 12/31/13

USD'000 USD'000
Current 324,877 269,740
Past due but not impaired
Within 30 days 30,450 24,480
Between 31-60 days 18,249 10,068
Over 60 days 13,391 3,941
Total 386,967 308,229

RESTRICTED CASH

As of June 30, 2014 and December 31, 2013, remtricash consisted of US$54.9 million and US$35Iliomj respectively, of bank
time deposits pledged against letters of creditsmit-term borrowings, and US$126.7 million andsWEL.9 million, respectively, of
government funding received for the various redearal development projects.

SHARES AND ISSUED CAPITAL

Ordinary shares of US$0.0004 each issued and fulbaid

Six months ended Six months ended
June 30, 2014 June 30, 2013
Number of Share Number of Share
shares capital shares capital
USD’000 USD'000
Balance at January 1 32,112,307,101 12,845 32,000,139,623 12,800
Issuance of shares under the Company’s

employee stock incentive plans 129,553,237 52 75,491,777 30
Ordinary shares issued at June 12, 2014 2,590,000,000 1,036 — —
Balance at June 30 34,831,860,338 13,933 32,075,631,400 12,830

On June 4, 2014, the Company, J.P. Morgan Seau(hisia Pacific) Limited, Deutsche Bank AG, HongrigaBranch (the “Placing
Agents”) and Datang Holdings (Hongkong) Investn@aipany Limited (“Datang”) entered into a placimglaubscription agreement
(the “Placing and Subscription Agreement”). Pursdarhe agreement, Datang appointed the Placirensgo place 2.59 billion shares
of the Company’s Common Stock at a price of HK$@60share, which represents a discount of appieiyn4.76% to the Company’s
Closing Price of HK$0.63 per share as quoted orHitreg Kong Stock Exchange on the Last Trading Diag (Placing Price”) (the
“Top-up Placing”). Following the completion of tAiep-up Placing, Datang applied to subscribe fo® ilion new ordinary shares (the
“Subscription Share(s)”) at the price of HK$0.60 Bebscription Share (which was the same as therigl#&rice) according to the
Placing and Subscription Agreement (the “Top-ups8tiption”). The Top-up Subscription was completéth net proceeds of
approximately US$197.2 million on June 12, 2014.
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20.

21.

SHARES AND ISSUED CAPITAL (CONTINUED)

Ordinary shares of US$0.0004 each issued and fulbaid (Continued)

The net proceeds are recorded as share capitapofxdmately US$1 million and share premium of apimately US$196.2 million in
the statements of financial position. Net procesdssue are measured after deducting directljbatible transaction costs of the share
issue.

SHARE-BASED PAYMENTS

Share options schemes

The Company has adopted the two share option schentier which options to subscribe for the Compmaskares have been granted
to certain employees, officers and other serviceigers.

The expense recognized for employee services mteiuring the period is shown in the following &bl

Six months ended

06/30/14 06/30/13
USD'000 USD’000
Expense arising from equity-settled share-basethpaytransactions 7,491 9,005

Movements during the period

(i) The following table illustrates the number and égl average exercise prices (WAEP) of, and movisrnienshare options
during the period (excluding Restricted Share UfiRSUs")):

2014 2014 2013 2013
Number WAEP Number WAEP
Outstanding at January 1 1,320,383,853 US$ 0.09 1,285,367,372 US$ 0.09
Granted during the period 29,470,736 US$ 0.08 220,031,583 US$ 0.08
Forfeited and expired during the period (118,169,224) US$ 0.16  (103,541,541) US$ 0.12
Exercised during the period (69,800,684 US$ 0.06 (50,115,328 US$ 0.04
Outstanding at June 30 1,161,884,681 US$ 0.08 1,351,742,086 US$ 0.09

In the current interim period, share options wasnted on June 12, 2014. The fair values of thmopgtdetermined at the dates
of grant using the Black-Scholes Option Pricing eladere US$0.04.

The weighted average closing price of the Compastyeses immediately before the dates on whichhbeesoptions were
exercised was US$0.09.

The following table lists the inputs to the Blach®les Option Pricing model used for the optiorenggd during the six months
ended June 30, 2014 and 2013:

2014 2013
Dividend yield (%) — —
Expected volatility 58.49% 63.18%
Risk-free interest rate 1.66% 1.10%
Expected life of share options 1-5 years 1-5 years
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21. SHARE-BASED PAYMENTS (CONTINUED)
Movements during the period(Continued)
(i) (Continued)
The risk-free rate for periods within the contrattife of the options is based on the yield of & Treasury Bond. The expected
term of options granted represents the periocheé that options granted are expected to be ouistnixpected volatilities are
based on the average volatility of the Companysisprices with the time period commensurate withéxpected term of the

options. The dividend yield is based on the Comjsainyended future dividend plan.

The valuation of the options is based on the betghates from the Company by taking into accoumimber of assumptions and
is subject to limitation of the valuation model.a®iges in variables and assumptions may affecaihedlue of these options.

(i)  The following table illustrates the number and viatégl average fair value (WAFV) of, and movement&Ri8Us during the
period (excluding share options):

2014 2014 2013 2013
Number WAFV Number WAFV
Outstanding at January 1, 2014 233,158,731 US$ 0.07 125,358,288 US$ 0.06
Granted during the period — — 151,336,161 US$ 0.08
Forfeited during the period (3,538,688) US$ 0.08 (4,271,623) US$ 0.06
Exercised during the period (59,752,553 US$ 0.07 (25,376,449 US$ 0.06
Outstanding at June 30, 2014 169,867,490 USS$ 0.07 247,046,377 US$ 0.07

There were no RSUs granted in the first half of201

The weighted average closing price of the Compastyeses immediately before the date on which thdsR@ere exercised was
US$0.08.

The following table lists the inputs to the BlaakhBles Option Pricing model used for the RSU grduaigring the six months
ended June 30, 2013:

2013
Dividend yield (%) —
Expected volatility 47.03%
Risk-free interest rate 0.34%
Expected life of RSUs 1-2 years
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21. SHARE-BASED PAYMENTS (CONTINUED)
Movements during the period(Continued)
(i)  (Continued)
The risk-free rate for periods within the contrattife of the RSUs is based on the yield of theTw&asury Bond. The expected
term of RSUs granted represents the period of timeRSUs granted are expected to be outstandkppdied volatilities are
based on the average volatility of the Companyslsprices with the time period commensurate withexpected term of the

RSUs. The dividend yield is based on the Companyended future dividend plan.

The valuation of the RSUs is based on the beshat#s from the Company by taking into account abmmof assumptions and
is subject to limitation of the valuation model.aBlges in variables and assumptions may affeceihedlue of these RSUs.

22. TRADE AND OTHER PAYABLES

06/30/14 12/31/13

USD’000 USD’000
Trade payables 325,342 285,967
Advance receipts from customers 69,933 41,164
Deposit received from customer 60,049 48,976
Other payables 18,944 17,783
474,268 393,890

Trade payables are non-interest bearing and amaligrsettled on 30-day to 60-day terms.

The following is an aged analysis of accounts pegmpresented based on the invoice date at thefehe reporting period.

06/30/14 12/31/13
USD'000 USD'000
Within 30 days 247,096 214,219
Between 31-60 days 26,427 20,295
Over 60 days 51,819 51,453
Total 325,342 285,967
An aging analysis of the trade payables is asvialo
06/30/14 12/31/13
USD'000 USD’000
Current 270,553 237,337
Overdue:
Within 30 days 21,470 9,493
Between 31 to 60 days 3,317 12,299
Over 60 days 30,002 26,838
325,342 285,967
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23. BORROWINGS

24.

06/30/14 12/31/13
USD'000 USD’000
At amortized cost
Short-term commercial bank loans 152,416 219,727
152,416 219,727
2012 USD Loan (SMIC Shanghai) 134,000 201,000
2013 USD Loan (SMIC Shanghai) 260,000 260,000
2012 USD Loan (SMIC Beijing) 198,840 260,000
2013 EXIM USD Loan (SMIC Beijing) 40,000 40,000
2013 China Investment Development Corporation EtédiLoan (SMIC Beijing) 10,533 10,795
643,373 771,795
Less: current maturities of long-term debt 212,853 170,820
Non-current maturities of long-term debt 430,520 600,975
Borrowing by repayment schedule:
Within 1 year 365,269 390,547
Within 1-2 years 181,020 209,965
Within 2-5 years 249,500 367,990
Over 5 years — 23,020
795,789 991,522

As of June 30, 2014, property, plant and equipraedtland use right with carrying amount of appreadiety US$864 million (2013:
US$1,007 million) have been pledged to secure bongs of the Company.

CONVERTIBLE BONDS

@

Issue of US$200 million zero coupon convertible bals due 2018

The Company issued zero coupon convertible bondgat value of US$200,000 each with an aggregateipal amount of
US$200,000,000 on November 7, 2013 (the “Originahds”). The issue price was 100% of the aggregateipal amount of the
Original Bonds. The Original Bonds is a compourstrinment that included a liability component ancegnity component. There are
embedded derivatives in respect of the early reciemfeatures of the Original Bonds, which are dedro be clearly and closely
related to the host contract and therefore, doaet to be separately accounted for. The fair vafltiee liability component of the
Original Bonds was approximately US$179.4 milliodahe equity component was approximately US$15lfom determined by
deducting the amount of the liability componentirthe fair value of the compound instrument as aleth

USD’000
Principal amount 200,000
Transaction cost (5,400)
Liability component at the date of issue (179,390
Equity component 15,210
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24. CONVERTIBLE BONDS (CONTINUED)

@

(ii)

Issue of US$200 million zero coupon convertible bais due 201§ Continued)

Please refer to the Company’s annual consolidateadial statements as at December 31, 2013 fauriheipal terms of the Original
Bonds.

Subsequent to the initial recognition, the liapitbomponent of the Original Bonds was carried abiized cost using the effective
interest method. The effective interest rate ofliddglity component of the Original Bonds was 36®er annum. The movement of the
liability component of the Original Bonds for therd ended June 30, 2014 is set out below:

Liability Equity
Component Component Total

USD’000 USD'000 USD'000
As at November 13, 2013 179,390 15,210 194,600
Interest charged during the year 1,173 — 1,173
As at December 31, 2013 180,563 15,210 195,773
Interest charged during the period 3,241 — 3,241
As at June 30, 2014 183,804 15,210 199,014

The equity component will remain in convertible Haquity reserve until the embedded conversioroops exercised or the bonds
mature.

Issue of US$86.8 million zero coupon convertible bds due 2018

The Company issued convertible bonds at a par WS $200,000 each with an aggregate principaluarnof US$54,600,000 to
Datang and an aggregate principal amount of US$82P0 to Country Hill Limited (“Country Hill") oiMay 29, 2014 (collectively,
the “Original Pre-emptive Bonds”). The issue prcas 100% of the aggregate principal amount of thigial Pre-emptive Bonds and
the terms and conditions of the Original Pre-emgBwonds are the same in all respects as thoskddtiginal Bonds except for the
issue date. The Original Pre-emptive Bonds is apmmd instrument that included a liability compoinand an equity component.
There are embedded derivatives in respect of thg ememption features of the Original Pre-emp®ands, which are deemed to be
clearly and closely related to the host contradttherefore, do not need to be separately accotiote@he fair value of the liability
component of the Original Pre- emptive Bonds was@gmately US$81.2 million and the equity companeas approximately
US$5.6 million, determined by deducting the amafribe liability component from the fair value &fetcompound instrument as a
whole.

USD’000
Principal amount 86,800
Transaction cost —
Liability component at the date of issue (81,235
Equity component 5,565
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24. CONVERTIBLE BONDS (CONTINUED)

(ii)

(i)

Issue of US$86.8 million zero coupon convertible bds due 201§ Continued)

Subsequent to the initial recognition, the liapitbmponent of the Original Pre-emptive Bonds wasied at amortized cost using the
effective interest method. The effective interasé rof the liability component of the Original Rreptive Bonds was 2.78% per annum.
The movement of the liability component of the @réa Pre-emptive Bonds for the period ended Jun@B04 is set out below:

Liability Equity
Component Component Total
USD'000 USD’000 USD’000
As at May 29, 2014 81,235 5,565 86,800
Interest charged during the period 188 — 188
As at June 30, 2014 81,423 5,565 86,988

The Original Pre-emptive Bonds have been conse@ldlahd have formed a single series with the Orig@pads from the date of their
issue.

Issue of US$95 million zero coupon convertible borsddue 2018

The Company issued convertible bonds at a par \@lWs$200,000 each with an aggregate principaliarnof US$95,000,000 on
June 24, 2014 (the “Further Bonds”). The issueepnias 101.5% of the aggregate principal amourtte@further Bonds and the terms
and conditions of the Further Bonds are the sanadl nespects as those for the Original Bonds eixiepihe issue date. The Further
Bonds is a compound instrument that included aliipltomponent and an equity component. Thereeanbedded derivatives in
respect of the early redemption features of theéheniBonds, which are deemed to be clearly anckblaslated to the host contract and
therefore, do not need to be separately accountedlie fair value of the liability component ottRurther Bonds was approximately
US$87.1 million and the equity component was apipnately US$7.1 million, determined by deducting #mount of the liability
component from the fair value of the compound umsnt as a whole.

USD’000
Principal amount 95,000
Premium of convertible bonds 1,425
Transaction cost (2,187)
Liability component at the date of issue (87,090
Equity component 7,148

Subsequent to the initial recognition, the liapitbmponent of the Further Bonds was carried atrared cost using the effective
interest method. The effective interest rate ofligigility component of the Further Bonds was 3.79886 annum. The liability
component of the Further Bonds for the period erldeet 30, 2014 was as the same as the date of issue

The Further Bonds have been consolidated and loeweefl a single series with the Original Bonds dedQ@riginal Pre-emptive Bonds
from the date of their issue.
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25.

26.

COMMITMENTS FOR EXPENDITURE
Purchase commitments

As of June 30, 2014, the Company had the follovemgnmitments to purchase machinery, equipment anstagtion obligations. The
machinery and equipment is scheduled to be detivier¢he Company'’s facility by December 31, 2014.

06/30/14 12/31/13

USD’000 USD'000
Commitments for the facility construction 137,813 114,878
Commitments for the acquisition of property, pland equipment 199,005 178,382
Commitments for the acquisition of intangible asset 23,216 10,147
360,034 303,407

FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company considers that the carrying amounfigpanfcial assets and financial liabilities recoguiZn the condensed consolidated
financial statements approximate their fair values.

Valuation techniques and assumptions applied for th purposes of measuring fair value
The fair values of financial assets and finandailities are determined as follows:

the fair value of financial instruments based oatgd market prices in active markets, valuatiohnégues that use observable
market-based inputs or unobservable inputs that@reborated by market data. Pricing informatioe €ompany obtains from third
parties is internally validated for reasonabler@gs to use in the condensed consolidated findstaements. When observable
market prices are not readily available, the Corgrmerally estimates the fair value using valuatechniques that rely on alternate
market data or inputs that are generally less gabservable from objective sources and are estichbased on pertinent information
available at the time of the applicable reportiegqds. In certain cases, fair values are not stljeprecise quantification or
verification and may fluctuate as economic and ref&ctors vary and the Company’s evaluation oféhfactors changes.
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26. FAIR VALUE OF FINANCIAL INSTRUMENTS (CONTINUED)
Fair value measurements recognized in the consolitid statement of financial position

The following tables provide an analysis of finaiénstruments that are measured at fair value @earring basis subsequent to initial

recognition, grouped into Levels 1 to 3 based endibgree to which the fair value is observablerdfeno transfer within different levels
of the fair value hierarchy in the period endedelg@, 2014.

Level 1 fair value measurements are those derinard §uoted prices (unadjusted) in active marketdentical assets or liabilities;

Level 2 fair value measurements are those derinard fnputs other than quoted prices included wittemel 1 that are observable for
the asset or liability, either directly (i.e. agcps) or indirectly (i.e. derived from prices);

Level 3 fair value measurements are those deringd faluation techniques that include inputs fer &sset or liability that are not
based on observable market data (unobservablesiput

06/30/14
Valuation technique(s) and key input Level 1 Level 2 Level 3 Total
USD'000 USD'000 USD’000 USD’'000
Financial assets at FVTPL
Short-term investment carried at Discounted cash flow. Future cash flows
fair value through profit or loss  are estimated based on contracted

interest rates, discounted at a rate that

reflects the credit risk of various

counterparties. — 358,417 — 358,417
Total — 358,417 — 358,417

12/31/13
Valuation technique(s) and key input Level 1 Level 2 Level 3 Total
USD'000 USD'000 USD’000 USD’'000
Financial assets at FVTPL
Short-term investment carried at Discounted cash flow. Future cash flows
fair value through profit or loss  are estimated based on contracted

interest rates, discounted at a rate that

reflects the credit risk of various

counterparties. — 240,311 — 240,311
Total — 240,311 — 240,311
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27.

RELATED PARTY TRANSACTIONS

Trading transactions

During the period, group entities entered intoftilwing trading transactions with related partieat are not members of the

Company:

Datang Microelectronics Technology Co., Ltd**

Leadcore Technology Co., Ltd**
Toppan

Brite Semiconductor (Shanghai) Corporation***

Toppan
Zhongxin

Brite Semiconductor (Shanghai) Corporation***

Purchase of goods
Six months ended

Sales of goods
Six months ended

06/30/14 06/30/13
USD'000 USD’000

5,254 7,753

964 30

2,194 2,136

16,248 NA

Purchase of services
Six months ended

06/30/14 06/30/13 06/30/14 06/30/13
USD’000 USD’000 USD'000 USD’000
3 — 12,626 12,358
— — 1,934 1,103
— NA 2,175 NA

The following balances were outstanding at theadrttie reporting period:

Datang Microelectronics Technology Co., Ltd**
Datang Telecom Company Finance Co., Ltd**

Leadcore Technology Co., Ltd.**
Toppan
Zhongxin

Brite Semiconductor (Shanghai) Corporation***

Amounts due from
related parties

Amounts due to
related parties

06/30/14 12/31/13 06/30/14 12/31/13
USD'000 USD'000 USD'000 USD'000
5,378 6,124 — —
— — 64,322* 65,884
703 405 7 140
369 370 — 2,397
J— 6 J— J—
4,747 683 99 645

* Short-term borrowing, the principal amount will tepaid in November 2014. The interest rate is 3%.

**  Members of Datang Group. (as defined below).

**  As of December 30, 2013, the Company lost confr@rite and Brite became an associate of the Compan
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27.

28.

RELATED PARTY TRANSACTIONS (CONTINUED)
Trading transactions (Continued)

On February 18, 2014, the Company entered int@m&work Agreement with Datang Telecom Technologypdustry Holdings

Co., Ltd. (“Datang Telecom”), a substantial shatdéoof the Company. Datang Telecom is a memb&aténg Telecom

Technology & Industry Group (“Datang Group”). Puaatito the agreement, the Company (including ibsisliaries) and Datang
Telecom (including its associates) will engageusibess collaboration including but not limiteddandry service. The effective
period of the Framework Agreement is two years. fitiging for the transactions contemplated underapreement will be determined
by reference to reasonable market price.

On May 29, 2014, the Company issued the zero coapowertible bonds to Datang and Country Hill whigk substantial
shareholders of the Company. Please refer to Nbferdletails.

On June 4, 2014, the Company, the Placing Agemt$atang entered into a placing and subscriptisaeeagent for the placing and
subscription of 2.59 billion new ordinary shareleaBe refer to Note 20 for details.

On August 22, 2014, the Company entered into acsigiti®n agreement with Datang regarding to thesstiption of the zero coupon
convertible bonds. Please refer to Note 29 forildeta

On August 22, 2014, the Company entered into acsijgh®n agreement with each of Datang and Coumthyregarding to the
subscription of ordinary shares. Please refer tt®126 for details.

Sale of self-developed living quarter unit

Amount of sale of self-developed living quartertunione of the key management, which was prewoagproved by the Board, was
US$0.8 million in six months ended June 30, 2013.

OFFSETTING A FINANCIAL ASSET AND A FINANCIAL LIABILITY

(i) On May 12, 2014, five financing agreements (“FinagaAgreements”) were entered into under whichGoenpany totally
borrowed US$3.6 million from Bank of China to setthe accounts payable of suppliers, and the Coynpélinthen repay such
borrowing to Bank of China according to repaymetitesiule and interest rate in the agreements.

A pledged deposit agreement (“Pledged Deposit Agese”) was entered into simultaneously, under wiithCompany pledged
with Bank of China US$3.6 million to guarantee thpayment under the Financing Agreements to Bai@hafa. The interest
income from the pledged deposit is also pledgedused as guarantee. If the Company fails to repayporrowings under the
Financing Agreements as scheduled, Bank of Chilidhawe the right to use the pledged deposit tayepe related borrowings.

An offsetting agreement was entered into in conaeatith the Financing Agreements and Pledged Dieépagseement, under
which the Company shall have the legal right totheepledged deposit under Pledged Deposit Agreetoafifset the
borrowings under the Financing Agreements at ang tiuring the financing period specified in thedficing Agreements, and
the amount of the pledged deposit should cover potitipal and interests.
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28.

29.

OFFSETTING A FINANCIAL ASSET AND A FINANCIAL LIABILITY (CONTINUED)

(i)  On June 10, 2014, seven financing agreements (iEing Agreements”) were entered into under whiehGompany totally
borrowed US$4.0 million from Bank of China to setthe accounts payable of suppliers, and the Coynpélinthen repay such
borrowing to Bank of China according to repaymetitesiule and interest rate in the agreements.

A pledged deposit agreement (“Pledged Deposit Agese”) was entered into simultaneously, under wiithCompany pledged
with Bank of China US$4.0 million to guarantee tapayment under the Financing Agreements to Bai@hafa. The interest
income from the pledged deposit is also pledgedused as guarantee. If the Company fails to repayporrowings under the
Financing Agreements as scheduled, Bank of Chilidhawe the right to use the pledged deposit tayepe related borrowings.

An offsetting agreement was entered into in conaeatith the Financing Agreements and Pledged Dépagseement, under
which the Company shall have the legal right totheepledged deposit under Pledged Deposit Agreetafifset the
borrowings under the Financing Agreements at ang tiuring the financing period specified in thedficing Agreements, and
the amount of the pledged deposit should cover potitipal and interests.

SUBSEQUENT EVENT

On August 22, 2014, the Company entered into acsigiti®n agreement with Datang, pursuant to whigh@ompany has conditionally
agreed to issue and Datang has conditionally agresdbscribe for the zero coupon convertible bahds2018 in an aggregate
principal amount of US$22,200,000 (“Datang FurtAez-emptive Bonds”) for a total cash consideratibt/S$22,533,000 upon the
exercise of Datang’s pre-emptive rights as spetifiethe share purchase agreement (“2008 Datang $hachase Agreement”) dated
November 6, 2008 entered into between the Compadybatang Telecom. The issue price of the DatamthEuPre-emptive Bonds is
101.5% of the aggregate principal amount. The QpEanther Pre-emptive Bonds are convertible int6,236,723 ordinary shares,
assuming full conversion of the Datang Further &rgstive Bonds at the initial conversion price of $k7965 per ordinary share.

On August 22, 2014, the Company also entered istdbacription agreement with each of Datang anch@ptill (“2014 Datang
Share Subscription Agreement” and “2014 Country $filare Subscription Agreement”, respectively)alation to the proposed
subscription of 669,468,952 ordinary shares by Batgpon the exercise of Datang’s pre-emptive rigitsuant to the 2008 Datang
Share Purchase Agreement and 268,642,465 ordihargsby Country Hill upon the exercise of Coumdilys pre-emptive rights
pursuant to the share subscription agreement dgigd18, 2011 entered into between the Company@adntry Hill at the price of
HK$0.60 per ordinary share (which was the sambaa®tacing Price). The total consideration payapl®atang under the 2014
Datang Share Subscription Agreement amounts to IBK$81,371.20, and the total consideration payapl€ountry Hill under the
2014 Country Hill Share Subscription Agreement antetio HK$161,185,479.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

Semiconductor Manufacturing International Corporation

Date: September 15, 2014 By: /s/ Dr. Tzu-Yin Chiu

Name: Dr. Tzu-Yin Chiu
Title: Chief Executive Officer, Executive Director




