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SMIC REPORTS UNAUDITED RESULTS FOR THE THREE MONTHS ENDED MARCH 31, 2017

* Revenue was $793.1 million in 1Q17, a decrease of 2.7% QoQ from $814.8 million in
4Q16 and an increase of 25.0% YoY from $634.3 million in 1Q16.

= Gross profit was $220.8 million in 1Q17, compared to $246.0 million in 4Q16 and $153.8
million in 1Q16.

= Gross margin was 27.8% in 1Q17, compared to 30.2% i



Dr Hailun Zhao. SMIC's Chief Executive Officer. cosmmented. “Our tean, deivered a good quarter
with year on year growth, isproved operating income. and strong EBI DA in Q! 2 17 Revenue grew
2 °\year over year. representing a sequentig, decine of 27°\ Operating profit grew 17 °\YoY
and #7°<°\QoQ EBI DA was a record high of *s!2 s,i ion, an Increase of 2g°\YoY and s -2\
QoQ and representing an EBI DA margin of &= *\ ¢ ¢

In the first haf of 2 17, we are confronting the cha enges of custoser changes insar gt positioning.
seasona inventory adiustments, and overa suted handset smar gt growth in China however, we
have active y pursued new incrementa revenue fros, a variety of chst%ers and mar gts to sitigate
the ispact of such headwinds be ieve we are in a great position. both strategica yénd financia y
to weather this cycica downtufh and are positioned to benefit fron, some exciting future trends,
inc uding autosmotive, industria . internet of things. and others

Our 28, is rasping up and reached ® °of wafer revenue in Q! representing a growth of s °\
QoQ continue to wor  with our custo;ner's on 2gn» new tape outs for a diverse set of app ications ¢
", v«gfer revenue sequentia y grew 2=~1°\YoY and -~1°\QoQ continue to ramp 2gmy,. 1Mnm
and numerous products on g inch and from a'device perspective, wé'are pursuing growth in areas in
which we are seeing »,eaningfu desand such as NOR f ash, RF gpnnectivity. Power IC. and others

Conference Call / Webcast Announcement

Date May Il 2 17

»



About SMIC

Sesiconductor Manufacturing Internationa Corporation .'SMIC.” NYSE SM| SEHK -—g!) is one of
the eading sesmiconductor foundries in the word and khe argest and smost advanced foundry in
mainand China SMIC provides integrated circuit 1C) foundry and techno ogy services on process
nodes fron, &% sicron to 2§ nanosmeter Heddquartered in Shanghai. China, SMIC has an
internationa sanufacturing and service base In China, SMIC has a » a, wafer fabrication faci ity
fab) and a 2 s fab in Shanghaj a » a» fab and a salority owned » s, fab for advanced
hodes in Beiling 2 sy fabs in. ianlin and Shenzhen and a salority owned loint venture & A
busmping faciity in Jiangyin additiona y. in ltay SMIC has a malority owned 2 apn fab SMIC a so
has sar gting and customer service offices in they S . Europe, Japan. and . aiwan, and a
representative office in Hong Kong

For aore information, p ease visit www saics com

Safe Harbor Statements
\h nder the Private Securities Litigation Refora, Act of |-~4)

. his press re ease contains, in addition to historica inforsation, .forward oo jng statements.” within
the meaning of the .'safe harbor." provisions of thé; S Private Securities Litiyation Refors, Act of
|-~# . hese forward oo jng statements, incuding statements under “Second Quarter 2 |7
Guidance’. “CapEx Susmmary and the statements contained in the quotes of our CEO are based on



About Non-Generally Accepted Accounting Principles (“Non-GAAP”) Financial
Measures

. 0 supp ement SMIC's conso idated financia resuts presented in accordance with IFRS, SMIC uses
in this press re ease non GAAP seasures of operating resu ts that are adiusted to exc ude finance
cost. depreciation and asmortization, income tax benefits and expenses. the effect of esp oyee bonus
accrua . government funding and gain fron, the disposa of iving quarters . his earnings re ease a so
inc udes second quarter 2 |7 guidance for non GAAP operating expenses . he presentation of non
GAAP financia measures is not intended to be considered in iso ation or as a substitute for the
financia inforation prepared and presented in accordance with IFRS . his earnings re ease inc udes
EBI DA EBI DA smargin and non GAAP operating expenses which consist of tota operating
expenses as adiusted to exc ude the effect of esp oyee bonus accrua . governsent funding and gain
fron, the disposa of iving quarters . hese non GAAP financia measures are not cacuated or
presented in accordance with, and are not a ternatives or substitutes for financia »easures prepared
in accordance with IFRS, and shou d be read ony in conlunction with the Group's financia »easures
prepared in accordance with IFRS . he Group's non GAAP financia seasures smay be different from
simiary tited non GAAP financia s easures used by other companies

SMIC beieves that use of these non GAAP financia s easures faciitates investors and
management s comparisons to SMIC s historica performance . he Group s management regu ary
uses these non GAAP financia seasures to understand. »yanage and eva uate the Group's business
andma gfinancia and operationa decisions

. he accompanying tabe has sore inforation and reconciiations of each non GAAP financia
smeasure to its most directy comparabe GAAP financia seasure A reconciiation of non GAAP
guidance seasures to corresponding GAAP seasures is not avaiabe on a forward oo {{19 basis



Summary of First Quarter 2017 Operating Results
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Revenue decreased by 27°\QoQ fro»l ! §miionin Q¥ to 7w | smiion in 1Q17
mainy due to a product aix ¢hange in 1Q17 and the headwinds described in our CEO's
quotes above

Cost of sa es was $x
Gross profit was $;

Q%

Gross margin was 27 a°\|n Q17 as co;npared tos 2°Nn Q% dueto ower fab utii atlon
Operating expenses weré Y1 o sjiionin Q17 a decrease of 27 2° \QoQ from
smiionin Q¥  sainy due to the reasons stated in Operating Expenses \Inco;ne) Ana v3|s
be ow

172 omiionin 1Q17 up & °QoQ fro»] Sy é&miioni
22 g miionin 1Q!7 a decredse of | 2°\QoQ from "t mi ion in

n
A




Other income expense). net was P i ion ossin 1Q17 as compared to $ " si ion gain
in Q% . he &hange was mainy due to the reasons stated in Other Income Expense), Net
be ow

Income tax expense was $ & miion in 1Q17 as compared to income tax benefit of $s n
miion in Q% . he change in income tax benefit expense) was zlainy due to the
recognition of deferred tax asset for deductib e te;nporary‘differ ncesin QW%

Exchange differences on trans ating foreign operations were ¥2 g mi ion gain in 1Q!7 and




Analysis of Revenue

Revenue Analysis
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Capacity*

| Fab 1Q17 4Q16
Shanghai 2 s Fab - Y



Operating Expenses (Income) Analysis

A oun.s .n US$ . ousad s 1Q17 4Q16 QoQ 1Q16 YoY

Operating expenses s on I8 2~ 27 2° \. Py R T 7°\.
Research and deve opment. net 76" g n2® é -‘9\. "o % I ‘!°\.
Genera and adsinistrative s~ W o &° \. 27. 2 ) n°\.
Se ing and smar gting YL ~ &7 lz° N 7 LI
Other operating r\i come) 0ss ,\' A & & r\@. é) g 1o\

R&D expenses decreased by $i i fon QoQ to $1 74 i ionin 1Q17. compared to $lign
mifon in Q#, Excuding the fungjng of R&D contracts fros, the governs,ent, R&D expenses
decreased by $1~ i ion QoQ to ¥12! =i ionin 1Q17 . he change was main y que to higher
eve of R&D activities &1 Q% Funding of R&D contracts fros, the government was ¥ 1 | ai ion
in 1Q!7. compared to ¥227ami ionin Q#

genera and adwinistrative expenses decreased by % s° Mo $on miionin 1Q17. compared to
' »iionin Q% . he change was mainy due to a detrease in accrued emp oyee bonus in
lQl7

. he change in other operating oss income) was main y due to !) govern,ent funding received
in |Q!7 and 2) oss arising from thehisposa of equipment in Q¥

Other Income (Expense), Net

A oun,s .n US§ “ousad s 1Q17 4Q16 QoQ 1Q16 YoY
]

Other income expense), net 12s71) 75 I &) ~~m°\.
Interest income N 8- .7 =7 | 7% 222 2%\
Finance costs ) -~ o) 2~2°\ & mmy) é2 °\
Foreign exchange gains or osses 28 9 el " 1g2) " ‘9\.
Other gains or osses, net 2% 7 "% LIEY AN N e
Share of oss of investsent using ¢ y

equity »ethod Aa7l) 1 ls) 2 I°\  mmg7) 26°\
\ \ v \

. he decrease in other gains or osses, net was »main y due to the gain in the fair va ue recognized
in reating to the put option in Q% . which was granted by Jiangsu Changliang E ectronics
. echnoogy Co . Ltd “JCE ). to the Group to se the shares of Suzhou Changliang E ectric
Xin g Investnent Cd. L ‘Changliang Xin g') to JCE . pursuant to an investment exit
agreeément entered into by si\ech Shanghai a subsidiary of SMIC). JCE and Jiangsu Xinchao
. echno ogy Group Co . Ltd Ra substantia shafeho der of JCE )

- he change in share of oss of investwent using equity »ethod was sain y due to an increase of
the oss attributab e to Changliang Xin ‘Q




Depreciation and Amortization
A ouns.nUS§ , ousad s 1Q17 4Q16 QoQ 1Q16 YoY

Depreciation and amortization 207 zlm ng ~2°\ 1 g 7 °\

. he increase in depreciation and amortization in 1Q!7 was prisariy due to an increase in the
capacity of our malority owned Beiling » sy fab and Shanghai o s fab

Liquidityﬂ
A ounys -n U8$t ousad s 1
L,



Capital Structure

A ouns .n US$ t"ousad s 1Q17 4Q16

Cash and cash equiva ent lmme 5 2le |l

Restricted cash current 26 77! OO A

Restricted cash non current lg.27¢ 2.8

Other financia assets " LLYA NS

Short ters, borrowings 2 s 217

Long ters, borrowings &~ g2 | 2000~

Short ters notes /. v ¥ >

Mediun, ter, notes % 172 21 7 2

Convertib e bonds current o=t |

Convertib e bonds non current g7~ o~ 2l

Corporate bonds s A A

. ota debt 2771 ~7 o M 2gs

Net debt ? w2y ¥ 772~

Equity Re~ e~ " o227

. ota debt to equity ratio” 710N ® o\

Net debt to equity ratio ' 1152\ LA
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Convertib e bonds current decreased to zero at the end of Q17 from, $. i ion at the end of Q%

. he change was because the bondho ders of the bunch of convertibe bonds due 2 lg the “Bonds’)
exercised their conversion options to fu y convert the outstanding Bonds into the SMIC s ordir‘ary shares in
IQl7

Cash Flow
A ouns.n US$, ousad s 1Q17 4Q16
Net cash fron, operating activities ) "
Net cash used in investing activities @ 887 ) l2g |~
Net cash froa, financing activities I 2% -2 20l &
Effect of exchange rate changes R, L= 7.7
Net change in cash and cash equiva ent 758 g) \-4, M-~

\

Capex Summary

Capita expenditures were $7'27 i ionin 1Q17, compared to $ &% siionin Q¥
. he panned 2 |7 capjta expenditures for foundry operations are approxisatey ¥2 » bi ion, of
which approximatey © -~bi ion is expected to be spent for the expansion of capacity in our
snalority owned Beiling » s fab

= . he panned 2 |7 capita expenditures for non foundry operations are approximatey $7
#i ion, »ainy for the construction of emp oyees iving quarters




Recent Highlights and Announcements

Circuars Notification Letter and Request Fors, for Non registered Shareho ders 2 17 27)
Circuars Notification Letter for Registered Sharehoders 2 17 27)
Circu ars Notification Letter and Change Request Form t& Registered Hoders 2 17 27)
Circuars Letter and Rep y Fora, to New Registered Shareho ders E ection ofWMeans of Receipt
and Language of Corporate Cospnunication 2 17 27)
C arification Announcement 2 17 2))
Proposed Increase in Autholsed Share Capita 2 17 21)
Proposed Share Premius Reduction 2 17 &)
Notification of Board Meeting 2 17 \ 2)
Compensation Conpmittee Chlirter 2 17 1g)
[} Grant of Share Options and 2) Non exespt Connected. ransactions Proposed Grant of
Restricted Shara nits to Directbrs and Chief Executive Officer 2 17 ")
Grant of Options 2 17 ") \
Announcementoh2  Annua Resuts 2 17 » 27)
SMIC Signs License Agreesent For Invhnsas DBIRR). echno ogy \Q 7 » 1%)



Sesiconductor Manufacturing Internationa Corporation
CONDENSED CONSOLIDA ED S A EMEN § OF PROFI OR LOSS AND O HER COMPREHENS | st SONE y

\Ih S¥ thousands except share data)
For the three months ended
March 31, 2017 December 31, 2016
(Unaudited) (Unaudited)
Revenue 7. &" ¢ & 2
Cost of saes n72%% ) * g.7~)
Gross profit \oo ol ~ A U2
Research and deve opsent expenses. net 767 g »2%)
Genera and administration expenses \ o) W)
Saes and mar gting expenses A 57%) A\~ 57)
Other operatlng\nco»ne expense). net Ao \’ 8
Operating expenses | s o) I ~~)
Profit fros, operations \ 77 o8 VoL
Other income expense). net l2671) 7s
Profit before tAx & n -~
Income tax expense) benefit é 2 e 7
Profit for the period 645213 58,038
Other 9omprehen5|ve income
De ,6c ass;d s s uen, 0 Poﬁo 0SS
Ekcﬁang’é%fferences on trans ating forJgn operatlorns 277s (27
Change in va ue of avai ab e for sa e financia assets é Lalz
Cash fow hedges * 2 \25~ s =g
te statw not»’e ec ass..d oPo 0 0SS \
Aftuaria gains and osses on deflned {)eneflt p ans 2 | ~g
Total comprehensive income for the period 90,616 13,931
Profit for the period attributab e to
Owners of the Cosmpany * a7 I e
Non contro ing interests " "74) )
84,213 \58,038
. ota comprehensive incosme for the period attributab e to
Owners of the Company “” oo~ . 7.
Non contro ing interests L) vy )
30,616 V13,931

Earnings per share attributab e to Ses,iconductor Manufacturing

o



Sesiconductor Manufacturing Internationa Corporation
CONDENSED CONSOLIDA ED S A EMEN $S OF PROFI OR LOSS AND O HER COMPREHENS | s==ipSOME y
Rm S*¥ thousands except share data)

2) Non GAAP operating expenses are defined as operating expenses adiusted to exc ude the effect of esp oyee
bonus accrua. government funding and gain fros, the disposa of iving quarters SMIC reviews non GAAP
operating expenses together with operating expenses to understand. »,anage and eva uate its business and »ma g
financia and operationa decisions . he Group a so be ieves it is usefu supp ementa inforsation for investors anh
anaysts to assess its operating performance However, the use of non GAAP financia s easures has »ateria
imitations as an ana ytica too One of the initations of using non GAAP financia seasures is that they do not
incude a iters that inqpact our net profit for the period In addition, because non GAAP financia seasures are
not cacuated in the same manner by a companies, they may not be comparabe to other simiary tited
seasures used by other companies In ight of the foregoing imitations. you shou d not consider the non GAAP
operating expenses in iso ation fros, or as an aternative to operating expenses prepared in accordance with IFRS

. he fo owing tabe sets forth the reconciiation of the non GAAP operating expenses to its sost directy
comparab e financia aeasure presented in accordance with IFRS. for the periods indicated

For the three months ended

March 31, 2017 December 31, 2016 March 31, 2016
(Unaudited) (Unaudited) (Unaudited)
Operating expenses | » os) [#n ) FY. R ]
Esp oyee bonus accrua Lo 7ls \ 2 "2
Government funding ® 77) 24 %) g )
Gain from the disposa of iving quarters \ | os) | 28) ® 5 )
Non GAAP operating expenses A " 5) I%,:@I) -‘«z,\:* ¥
\ \ \

s) EBlL DA is defined as profit for the period exc uding the ismpact of the finance cost. depreciation and amortization,
and income tax benefit and expense EBI DA sargin is defined as EBI DA divided by revenue SMIC uses
EBl DA smargin as a measure of operating perforsmance for p anning purposes. inc uding the preparation of the
Group's annua operating budget to a ocate resources to enhance the financia performance of the Groups
business to evauate the effectiveness of the Group s business strategies and in cospunications with SMIC s
board of directors concerning the Group s financia perforsmance Athough EBI DA is wide y used by investors to
smeasure a company s operating perforsance without regard to itesms. such as net finance cost. income tax benefit
and expense and depreciation and asortization that can vary substantia y froa, company to company depending
upon their respective financing structures and accounting po icies, the boo  va ues of their assets, their capita
structures and the »ethods by which their assets were acquired. EBI DA has ¥ itations as an ana ytica too . and
you shoud not consider it in iso ation or as a substitute for ana ysis of the Groups resuts of operations as
reported under IFRS Som e of these initations are it does not ref ect the Group s capita expenditures or future
requirements for capita expenditures or other contractua cosmitments it does not ref ect changes in, or cash
requirements for, the Groups wor jng capita needs it does not refect finance cost it does not refect cash
requirements for income taxes that‘athough depreciation and amortization are non cash charges. the assets
being depreciated or amortized wi often have to be rep aceg”#® Ra) 7 ~‘§7'.!7\v Ll Rs) |2Ri) l'§e)7-2 ghew Rs) |2Ri)



Sesiconductor Manufacturing Internationa Corporation
CONDENSED CONSOLIDA ED S A EMEN $S OF PROFI OR LOSS AND O HER COMPREHENS | s==ipSOME y
Rm S*¥ thousands except share data)

) For the purpose of hedging against the foreign exchange ris  re ating to the RMB denosinated iabi ities inc uding
ban . oans, short tets, notes and »,ediun, ters, notes, the Group entered into cross currency swap contracts with
a ter;‘y‘1 fu y matching the repaysment schedu e of these RMB denosinated iabi ities . hese cross currency swap
contracts were designated as hedging instrument of cash fow hedges since Q% . he effective portion of
changes in fair va ue of the cross currency swap contracts is recognized in other comprehensive income. which
are rec assified to profit or oss in the period when the RMB denosinated iabi ities affect profit or oss in response
to foreign exchange f uctuation




Sesmiconductor Manufacturing Internationa Corporation
CONDENSED CONSOLIDA ED S_A EMEN S OF FINANCIAL POSI ION

SSETS
on-cu_en, asse
Property. p ant and equipment
Land use right
Intangib e assets
Investiments in associates
Invesisments in Joint ventures
Deferred tax assets
Derivative financia instrusent
Restricted cash
Other assets
. ota non current assets
Cu, en, asse
Inventories

Prepaysent and prepaid operating expenses

. rade and other receivab es
Other financia assets
Restricted cash

Cash and cash equiva ent

Assets c assified as he d for sa e
. ota current assets
TOTAL ASSETS

EQUITY AND LIABILITIES
CaP _ad ,ese ées

Ordlnary shares par vaue, %

\In S$ thousands)

shares authorized,

& 7 & 717and M2-22 " *shares issued and outstanding at
March »! 2 17 and December sl 2 &  respective y

Share premium
Reserves
Accumu ated deficit
Equity attributab e to owners of the Company
Non contro ing interests
.,ota equity
~on -cu_en, .& -4 65
Borrowings
Convertib e bonds
Bonds payab e
Mediun, ters notes
Deferred tax iabi ities
Deferred government funding
Other financia iabi ities
Other iabiities
. ota non current iabiities
Cu,en & ...es
. rade and other payab es
Borrowings
Short ters notes
Convertib e bonds
Deferred government funding
Accrued iabiities
Other financia iabi ities
Current tax iabiities
. ota current iabiities
. ota iabiities
TOTAL EQUITY AND LIABILITIES

As of
March 31, 2017 December 31, 2016
(Unaudited) (Unaudited)
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Sesmiconductor Manufacturing Internationa Corporation
CONDENSED CONSOLIDA EE S A EMEN S OF CASH FLO

\Ih S¥ thousands)

Cash flow from operating activities
Profit for the period
Depreciation and as ortization
Share of oss of invesinent using equity »method
Changes in wor {{19 capita and others

Net cash from operating activities

Cash flow from investing activities:
Paysents for property, p ant and equipment

Payments for intangib e assets

Net proceeds after netting offI and appreciation tax fros, disposa of
property. p ant and equipment; ) and assets c assified as he d for sae

Changes in restricted cash re ating to investing activities
Paysents to acquire financia assets

Proceeds on sa e of financia assets

Paysent to acquire ong tera, investment

Net cash used in investing activities

Cash flow from financing activities:
Proceeds frosm borrowings
Repays ent of borrowings

Proceeds fron, exercise of esp oyee stoc  options

\

Proceeds fros non contro ing interest capita contribution

Net cash from financing activities

Effects of exchange rate changes on the balance of cash held in foreign
currencies

Net increase in cash and cash equivalent

Cash and cash equivalent, beginning of period

Cash and cash equivalent, end of period

For the three months ended

March 31, 2017

December 31, 2016

(Unaudited) (Unaudited)
o 2ls e &
207, 2lm ng:
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(848,870) (128,199)
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Sesmiconductor Manufacturing Internationa Corporation
CONDENSED CONSOLIDA EE S A EMEN S OF CASH FLO
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[)" In 1Q17. the asmount inc uded $on o miion Q% 2 —~2,i ion) of net proceeds under three easing contracts
entered into by the Group with Sino IC Leasirb - ianlin) Co , Ltd a who y owned subsidiary of Sino IC Leasing
Co . Ltd. an associate of the Group) in the for, & a sae and easebac  transaction with a repurchase option . he
sublect sod and eased bac . under the easing contract is a batch of p??oduction equipment of the Group As the
repurchase prices are set at the expected fair va ue and the Group is not reasonab y certain that it wi exercise
the repurchase options. the above transaction have been accounted for disposa of property. p ant and equip»ent
fo owed with an operating ease
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