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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended November 30, 2011

or

o TRANSITION REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from                      to                     

Commission File Number: 001-34992

SemiLEDs Corporation
(Exact name of registrant as specified in its charter)
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Delaware 20-2735523
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)

3F, No. 11 Ke Jung Rd., Chu-Nan Site,
Hsinchu Science Park, Chu-Nan 350,
Miao-Li County, Taiwan, R.O.C. 350

(Address of principal executive offices) (Zip Code)

+886-37-586788

(Registrant�s telephone number, including area code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No o

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act. (Check
one):

Large accelerated filer o Accelerated filer o

Non-accelerated filer x Smaller reporting company o
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes o No x

Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable date:27,322,271 shares of
common stock, par value $0.0000056 per share, outstanding as of January 6, 2012.
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PART I � FINANCIAL INFORMATION

Item 1.    Financial Statements

SEMILEDS CORPORATION

Unaudited Consolidated Balance Sheets

(In thousands of U.S. dollars and shares, except par value)

November 30,
2011

August 31,
2011

ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 73,954 $ 83,619
Accounts receivable, net of allowance for doubtful accounts of $1,276 and $1,339 3,962 4,655
Accounts receivable from related parties 1,334 825
Inventories 16,843 16,217
Prepaid expenses and other current assets 1,642 1,542
Total current assets 97,735 106,858
Property, plant and equipment, net 51,892 51,804
Intangible assets, net 1,716 1,853
Goodwill 1,058 1,106
Investments in unconsolidated entities 13,771 15,579
Other assets 1,152 1,126
TOTAL ASSETS $ 167,324 $ 178,326
LIABILITIES AND EQUITY
CURRENT LIABILITIES:
Notes payable to banks $ 961 $ 972
Current installments of long-term debt 942 981
Accounts payable 3,914 4,464
Accrued expenses and other current liabilities 7,664 7,361
Deferred income, current portion 51 51
Total current liabilities 13,532 13,829
Long-term debt, excluding current installments 5,602 6,105
Deferred income, net of current portion 428 441
Total liabilities 19,562 20,375
Commitments and contingencies (Note 6)
EQUITY:
SemiLEDs stockholders� equity
Common stock, $0.0000056 par value�32,143 shares authorized; 27,315 and 27,285 shares
issued and outstanding as of November 30, 2011 and August 31, 2011, respectively � �
Additional paid-in capital 165,047 164,370
Accumulated other comprehensive income 4,016 6,982
Accumulated deficit (22,695) (14,974)
Total SemiLEDs stockholders� equity 146,368 156,378
Noncontrolling interests 1,394 1,573
Total equity 147,762 157,951
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TOTAL LIABILITIES AND EQUITY $ 167,324 $ 178,326

See notes to unaudited consolidated financial statements.
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SEMILEDS CORPORATION

Unaudited Consolidated Statements of Operations

(In thousands of U.S. dollars and shares, except per share data)

Three Months Ended November 30,
2011 2010

Revenues, net $ 6,747 $ 13,016
Cost of revenues 7,569 6,376
Gross profit (loss) (822) 6,640
Operating expenses:
Research and development 1,689 447
Selling, general and administrative 3,905 1,287
Total operating expenses 5,594 1,734
Income (loss) from operations (6,416) 4,906
Other income (expenses):
Equity in losses from unconsolidated entities, net (1,526) (222)
Interest income (expense), net 4 (12)
Other income, net 48 �
Foreign currency transaction gain (loss), net 59 (576)
Total other expenses, net (1,415) (810)
Income (loss) before income taxes (7,831) 4,096
Income tax expense � 276
Net income (loss) (7,831) 3,820
Less: Net loss attributable to noncontrolling interests (110) �
Net income (loss) attributable to SemiLEDs stockholders $ (7,721) $ 3,820
Net income (loss) attributable to SemiLEDs common stockholders:
Basic $ (7,721) $ 847
Diluted $ (7,721) $ 884
Net income (loss) per share attributable to SemiLEDs common stockholders:
Basic $ (0.28) $ 0.11
Diluted $ (0.28) $ 0.11
Shares used in computing net income (loss) per share attributable to SemiLEDs common
stockholders:
Basic 27,303 7,455
Diluted 27,303 7,988

See notes to unaudited consolidated financial statements.

2

Edgar Filing: SemiLEDs Corp - Form 10-Q

6



Table of Contents

SEMILEDS CORPORATION

Unaudited Consolidated Statements of Cash Flows

(In thousands of U.S. dollars)

Three Months Ended November 30,
2011 2010

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) $ (7,831) $ 3,820
Adjustments to reconcile net income (loss) to net cash provided by (used in) operating
activities:
Depreciation and amortization 1,964 1,384
Stock-based compensation expense 651 107
Provisions for inventory write-downs 994 140
Equity in losses from unconsolidated entities, net 1,526 222
Income recognized on patents assignment (13) �
Changes in operating assets and liabilities:
Accounts receivable, net 178 (2,426)
Inventories (2,352) (1,486)
Prepaid expenses and other (164) (1,198)
Accounts payable 980 324
Accrued expenses and other current liabilities 611 682
Net cash provided by (used in) operating activities (3,456) 1,569
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property, plant and equipment, including interest capitalized (5,808) (8,240)
Payments for development of intangible assets (103) (33)
Other investing activities, net (2) 15
Net cash used in investing activities (5,913) (8,258)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from exercise of stock options 26 47
Proceeds from line of credit � 2,571
Payments of long-term debt (234) (182)
Net cash provided by (used in) financing activities (208) 2,436
Effect of exchange rate changes on cash and cash equivalents (88) 604
NET DECREASE IN CASH AND CASH EQUIVALENTS (9,665) (3,649)
CASH AND CASH EQUIVALENTS�Beginning of period 83,619 13,520
CASH AND CASH EQUIVALENTS�End of period $ 73,954 $ 9,871
NONCASH INVESTING AND FINANCING ACTIVITIES:
Accrual related to property, plant and equipment $ 765 $ 2,305

See notes to unaudited consolidated financial statements.
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SEMILEDS CORPORATION

Notes to Unaudited Consolidated Financial Statements

1. Business

Business�SemiLEDs Corporation (�SemiLEDs�) was established on January 4, 2005 as a Delaware corporation and is a holding company for
various wholly and majority-owned subsidiaries and joint ventures. SemiLEDs and its subsidiaries (collectively, the �Company�) develop,
manufacture and sell high performance light emitting diodes (�LEDs�), consisting primarily of LED chips and LED components. A portion of the
Company�s business conducted in the three months ended November 30, 2011 consisted of the sale ofcontract manufactured LED components.
The Company�s customers are located in Asia, Russia and North America.

On December 8, 2010, SemiLEDs completed its initial public offering in the United States and sold 6,038 thousand new common shares. The
Company�s common shares are listed on the NASDAQ Global Select Market under the symbol �LEDS.�

As of November 30, 2011 and August 31, 2011, SemiLEDs had the following consolidated subsidiaries:

Jurisdiction of November 30, August 31,
Subsidiaries Main Activities Incorporation 2011 2011
SemiLEDs Optoelectronics Co., Ltd.
(�Taiwan SemiLEDs�)

Research, development, manufacturing,
marketing and sale of LED products,
consisting primarily of LED chips and
LED components

Taiwan 100% 100%

Helios Crew Corporation (�Helios
Crew�)

Sale of LED components through the
Taiwan branch office

Delaware 100% 100%

SemiLEDs International
Corporation Ltd. (�Hong Kong
SemiLEDs�)

Investment holding Hong Kong 100% 100%

Silicon Base Development, Inc.
(�SBDI�)

Sale of LED components Taiwan 100% 100%

Ning Xiang Technology Co., Ltd.
(�Ning Xiang�)

Research, development, manufacturing,
marketing and sale of lighting fixtures and
systems

Taiwan 51% 51%

Xuhe Guangdian Co., Ltd. (�Shenzhen
SemiLEDs�)

Sales and support services China 100% �

The most significant of these consolidated subsidiaries is Taiwan SemiLEDs located in Hsinchu, Taiwan where substantially all research,
development, manufacturing, marketing and sales activities currently take place and where substantially all of the assets are held. In
August 2011, the Company, through a wholly owned subsidiary, acquired 51% of the outstanding shares of Ning Xiang. The results of Ning
Xiang are included in the Company�s consolidated financial statements from the date of acquisition. In September 2011, the Company, through a
wholly owned subsidiary, established Shenzhen SemiLEDs to conduct sales and to provide services to the Company�s customers in China.
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SemiLEDs also has unconsolidated joint venture entities incorporated in China, Malaysia and Taiwan; see Note 4 for further details. The most
significant of these partially owned joint ventures entities is Xurui Guangdian Co., Ltd. (�China SemiLEDs�), in Foshan, Guangdong Province,
China, which is engaged in the research, development, manufacturing and sale of LED chips in China.

2. Summary of Significant Accounting Policies

Basis of Presentation�The Company�s unaudited interim consolidated financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America (�U.S. GAAP�) and applicable provisions of the U.S. Securities and Exchange
Commission (�SEC�) regarding interim financial reporting. Certain information and footnote disclosures normally included in financial statements
prepared in accordance with U.S. GAAP have been condensed or omitted as permitted by rules and regulations of the SEC. Accordingly, these
unaudited interim consolidated financial statements should be read in conjunction with the consolidated financial statements and notes thereto
contained in the Company�s Annual Report on Form 10-K filed with the SEC on November 22, 2011. The unaudited consolidated balance sheet
as of August 31, 2011 included herein was derived from the audited consolidated financial statements as of that date.

The unaudited interim consolidated financial statements have been prepared on the same basis as the audited consolidated financial statements
and include all adjustments, consisting only of normal recurring adjustments, necessary for the fair presentation of the Company�s statement of
financial position as of November 30, 2011, the Company�s results of operations for the three months
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ended November 30, 2011 and 2010, and its cash flows for the three months ended November 30, 2011 and 2010. The results for the three
months ended November 30, 2011 are not necessarily indicative of the results to be expected for the year ending August 31, 2012.

Principles of Consolidation�The unaudited interim consolidated financial statements include the accounts of SemiLEDs and its consolidated
subsidiaries. All intercompany transactions and balances have been eliminated during consolidation.

Use of Estimates�The preparation of unaudited interim consolidated financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the unaudited interim consolidated financial statements and the reported amounts of revenues and expenses during the reporting period.
Significant items subject to such estimates and assumptions include the collectibility of accounts receivable, inventory net realizable values,
realization of deferred tax assets, valuation of stock-based compensation expense, the useful lives of property, plant and equipment and
intangible assets, the recoverability of the carrying amount of property, plant and equipment and intangible assets, the fair value of acquired
tangible and intangible assets, income tax uncertainties and other contingencies. Management bases its estimates on historical experience and
also on assumptions that it believes are reasonable. Management assesses these estimates on a regular basis; however, actual results could differ
materially from those estimates.

Concentration of Supply Risk�Some of the components and technologies used in the Company�s products are purchased and licensed from a
limited number of sources and some of our products are produced by a limited number of contract manufacturers. The loss of any of these
suppliers and contract manufacturers may cause the Company to incur transition costs to another supplier or contract manufacturer, result in
delays in the manufacturing and delivery of the Company�s products, or cause it to carry excess or obsolete inventory. The Company relies on a
limited number of such suppliers and contract manufacturers for the fulfillment of its customer orders. Any failure of such suppliers and contract
manufacturers to perform could have an adverse effect upon the Company�s reputation and its ability to distribute its products or satisfy
customers orders, which could adversely affect the Company�s business, financial position, results of operations and cash flows.

Concentration of Credit Risk�Financial instruments that subject the Company to concentrations of credit risk consist primarily of cash, cash
equivalents and accounts receivable.

The Company keeps its cash and cash equivalents in demand deposits and/or certificates of deposits with prominent banks of high credit quality
and invests only in money market funds. Deposits held with banks may exceed the amount of insurance provided on such deposits. As of
November 30, 2011 and August 31, 2011, cash and cash equivalents of the Company consist of the following (in thousands):

Cash and Cash Equivalents by Location
November 30,

2011
August 31,

2011
United States:
Denominated in U.S. dollars $ 55,318 $ 75,348
Taiwan:
Denominated in U.S. dollars 13,283 3,382
Denominated in New Taiwan dollars 5,030 4,669
Denominated in other currencies 222 119
Hong Kong:
Denominated in U.S. dollars 100 100
Denominated in H.K. dollars 1 1
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Total cash and cash equivalents $ 73,954 $ 83,619

Substantially all of the Company�s revenues are derived from the sales of LED products. A significant portion of the Company�s revenues are
derived from a limited number of customers and sales are concentrated in markets in Asia, particularly in China and Taiwan, as well as in Russia
and North America. Management performs ongoing credit evaluations of its customers and generally does not require collateral on accounts
receivable. Management evaluates the need to establish an allowance for doubtful accounts for estimated potential credit losses at each reporting
period. The allowance for doubtful accounts is based on the management�s assessment of the collectibility of its customer accounts. Management
regularly reviews the allowance by considering certain factors such as historical experience, industry data, credit quality, age of accounts
receivable balances and current economic conditions that may affect a customer�s ability to pay.
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Net revenues generated from sales to the top ten customers represented 58% and 66% of the Company�s net revenues during thethree months
ended November 30, 2011 and 2010, respectively.

The Company�s revenues have been concentrated in a few select markets, in particular, China and Taiwan, as well as in Russia and North
America. Net revenues generated from sales to customers were relatively evenly distributed in these markets for the three months ended
November 30, 2011, which in aggregate, accounted for 86% of the Company�s net revenues. For the three months ended November 30, 2010, net
revenues were relatively concentrated to sales to customers in Taiwan and China (including Hong Kong), which accounted for 59% and 16% of
the Company�s net revenues, respectively.

Recently Issued Accounting Standard Update

Presentation of comprehensive income�In June 2011, the Financial Accounting Standards Board (�FASB�) issued Accounting Standards Update
(�ASU�) No. 2011-05, �Presentation of Comprehensive Income.� ASU 2011-05 increases the prominence of other comprehensive income in the
financial statements. Under ASU 2011-05, the Company will have the option to present the components of net income and comprehensive
income in either one or two consecutive financial statements. ASU 2011-05 eliminates the option to present other comprehensive income in the
statement of changes in equity. ASU 2011-05 is effective for fiscal years, and interim periods within those years, beginning after December 15,
2011. Early adoption is permitted. When ASU 2011-05 is adopted, the Company will be required to apply ASU 2011-05 retrospectively. The
Company has elected not to early adopt ASU 2011-05 and has not yet decided whether to present the components of net income and
comprehensive income in one single financial statement or two consecutive financial statements when ASU 2011-05 is adopted. In
December 2011, the FASB issued ASU No. 2011-12, �Deferral of the Effective Date for Amendments to the Presentation of Reclassifications of
Items Out of Accumulated Other Comprehensive Income in Accounting Standards Update No. 2011-05,� which defers the effective date to
present separate line items on the statement of operations for reclassification adjustments of items out of accumulated other comprehensive
income into net income. The deferral of the presentation requirements does not impact the effective date of other requirements in ASU 2011-05.

Goodwill impairment test�In September 2011, the FASB issued ASU No. 2011-08, �Intangibles�Goodwill and Other (Topic 350): Testing
Goodwill for Impairment� to simplify the current two-step goodwill impairment test. The new guidance permits entities to first perform a
qualitative assessment to determine whether it is more likely than not that the fair value of a reporting unit is less than its carrying amount before
applying the two-step goodwill impairment test. ASU 2011-08 is effective for the Company beginning in the first quarter of fiscal 2013.

6

Edgar Filing: SemiLEDs Corp - Form 10-Q

12



Table of Contents

3. Balance Sheet Components

Inventories

Inventories as of November 30, 2011 and August 31, 2011 consist of the following (in thousands):

November 30,
2011

August 31,
2011

Raw materials $ 3,252 $ 3,450
Work in process 4,569 3,287
Finished goods 9,022 9,480
Total $ 16,843 $ 16,217

Inventory write-downs to estimated net realizable values for the three months ended November 30, 2011 and 2010 were $994 thousand and
$140 thousand.

Property, Plant and Equipment

Property, plant and equipment as of November 30, 2011 and August 31, 2011 consist of the following (in thousands):

November 30,
2011

August 31,
2011

Buildings and improvements $ 13,037 $ 12,924
Machinery and equipment 51,624 50,669
Leasehold improvements 3,088 3,123
Other equipment 2,276 2,136
Construction in progress 7,874 8,159
Total property, plant and equipment 77,899 77,011
Less: Accumulated depreciation and amortization (26,007) (25,207)
Property, plant and equipment, net $ 51,892 $ 51,804

Intangible Assets

Intangible assets as of November 30, 2011 and August 31, 2011 consist of the following (in thousands):
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November 30, 2011
Weighted
Average

Amortization
Period (Years)

Gross
Carrying
Amount

Accumulated
Amortization

Net
Carrying
Amount

Patents and
trademarks 17 $ 507 $ 117 $ 390
Acquired technology 4 165 69 96
Customer
relationships 5 1,318 88 1,230
Total $ 1,990 $ 274 $ 1,716

August 31, 2011
Weighted
Average

Amortization
Period (Years)

Gross
Carrying
Amount

Accumulated
Amortization

Net
Carrying
Amount

Patents and
trademarks 17 $ 500 $ 114 $ 386
Acquired technology 4 172 61 111
Customer
relationships 5 1,379 23 1,356
Total $ 2,051 $ 198 $ 1,853

Amortization expense recognized for the three months ended November 30, 2011 and 2010 was $85 thousand and $15 thousand, respectively.

7
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The estimated amortization expense for the Company�s intangible assets as of November 30, 2011 for the next five years is as follows (in
thousands):

Years Ending August 31, Total
Remainder of 2012 $ 253
2013 338
2014 320
2015 289
2016 267

4. Investments in Unconsolidated Entities

The Company�s unconsolidated entities are joint ventures that the Company accounts for as investments on an equity or cost method basis. The
equity method investments consist of SILQ (Malaysia) Sdn. Bhd. (�SILQ�), China SemiLEDs, and SS Optoelectronics Co., Ltd. (�SS
Optoelectronics�). The Company�s ownership interest and investments in unconsolidated entities as of November 30, 2011 and August 31, 2011
consist of the following (in thousands, except percentages):

Percentage
Ownership

November 30,
2011

August 31,
2011

Equity method investments:
China SemiLEDs 49% $ 11,839 $ 13,434
SILQ 50% 641 833
SS Optoelectronics 49% 247 253
Cost method investments Various 1,044 1,059
Total investments in unconsolidated
entities $ 13,771 $ 15,579

There were no dividends received from unconsolidated entities through November 30, 2011.

Equity Method Investments�The following joint ventures are partially owned by the Company or its whollyowned subsidiaries; however, the
Company has determined it does not control the entities but can exercise significant influence over the operating and financial policies of the
joint ventures. The Company accounts for these joint ventures using the equity method of accounting.

In December 2009, the Company entered into an agreement to establish China SemiLEDs in Guangdong, China for the purposes of conducting
research and development and producing LED epitaxial wafers and chips to be sold in China. The Company contributed $14.7 million to acquire
a 49% ownership interest in China SemiLEDs. The excess of the Company�s share of net assets of China SemiLEDs over the carrying value of
this investment was $6.9 million as of November 30, 2011. This negative basis difference is being amortized to income and the investment in
China SemiLEDs over the weighted average useful life of the tangible assets used in the operations of China SemiLEDs, which is 11 years
beginning in the period those assets are put in place and ready for their intended use. Such amortization commenced during the year ended
August 31, 2011. For the three months ended November 30, 2011, the Company recorded a $167 thousand increase to the Company�s investment
in China SemiLEDs and a corresponding reduction in the Company�s equity in the net loss of China SemiLEDs.
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In September 2009, the Company, through a wholly owned subsidiary, contributed $570 thousand to form SILQ, a joint venture in Malaysia. In
April 2011, the Company participated in SILQ�s capital increase and contributed $662 thousand. The Company and the other investor in the joint
venture each hold a 50% ownership and voting interest in SILQ�s common stock. The Company entered into the joint venture agreement that
established SILQ to design, manufacture and sell lighting fixtures and systems.

In December 2009, the Company, through a wholly owned subsidiary, entered into the joint venture agreement that established SS
Optoelectronics to facilitate sales of the Company�s LED chips to the other investor in the joint venture. In November 2010, the Company made a
determination to dissolve the joint venture in accordance with the joint venture agreement when the joint venture did not receive approval from
the Hsinchu Science Park Administration of its application for entry into the Hsinchu Science Park. See Note 12 for further details. Management
does not expect that dissolving this joint venture will have a material impact on the Company�s interim consolidated financial statements.

The aggregate fair value of the Company�s investments in the non-marketable stock of its equity method investees is not readily available. These
investments are assessed for impairment when events or changes in circumstances indicate that the carrying amounts may not be recoverable.

8
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The following is a summary of the financial information for China SemiLEDs and the Company�s other equity method investees (in thousands):

November 30, 2011 August 31, 2011

Summary Balance Sheet Information
China

SemiLEDs Others Total
China

SemiLEDs Others Total
Current assets $ 26,865 $ 1,644 $ 28,509 $ 24,236 $ 1,959 $ 26,195
Noncurrent assets 65,380 512 65,892 63,620 538 64,158
Current liabilities 22,419 351 22,770 13,874 285 14,159
Noncurrent liabilities 31,561 � 31,561 32,139 � 32,139
Shareholders� equity 38,265 1,805 40,070 41,843 2,212 44,055

Three Months Ended November 30,
2011 2010

Summary Statement of Operations Information
China

SemiLEDs Others Total
China

SemiLEDs Others Total
Revenues, net $ 153 $ 60 $ 213 $ � $ 24 $ 24
Gross loss (2,805) (40) (2,845) � 13 13
Loss from operations (3,568) (166) (3,734) (423) (194) (617)
Net loss (3,276) (159) (3,435) (243) (199) (442)

Cost Method Investments�The Company held investments in nonmarketable common stock of three unaffiliated companies with a carrying
amount of $1,044 thousand and $1,059 thousand as of November 30, 2011 and August 31, 2011, respectively. The fair value of these
investments is not readily available. These investments are assessed for impairment when events or changes in circumstances indicate that the
carrying amounts may not be recoverable.

5. Deferred Income

In March 2011, the Company received a one-time payment of $540 thousand, net of related costs of $60 thousand for the assignment of 13
patents to China SemiLEDs pursuant to a patent assignment and license agreement. In addition, China SemiLEDs has granted the Company a
royalty-free, transferable and exclusive license to use the assigned patents globally except in manufacturing LED wafers and chips in China and
agreed to license all future patents acquired by China SemiLEDs to the Company for the use in manufacturing or selling LED products globally.
Income of $509 thousand on such assignment was initially deferred and is being recognized in other income over the life of the assigned patents.
For the three months ended November 30, 2011, the Company recognized $13 thousand in other income.

6. Commitments and Contingencies

Operating Lease Agreements�The Company has several operating leases with unrelated parties, primarily for land, plant and office spaces in
Taiwan, which are noncancellable and which expire at various dates between February 2012 and December 2020. Lease expense related to these
noncancellable operating leases was $200 thousand and $168 thousand during the three months ended November 30, 2011 and 2010. Lease
expense is recognized on a straight-line basis over the term of the lease. The aggregate future noncancellable minimum rental payments for the
Company�s operating leases as of November 30, 2011 consist of the following (in thousands):
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Years Ending August 31,
Operating
Leases

Remainder of 2012 $ 579
2013 812
2014 798
2015 871
2016 836
Thereafter 495
Total $ 4,391

Purchase Obligations�The Company had purchase commitments for property, plant and equipment in the amount of $9.2 million and
$10.9 million as of November 30, 2011 and August 31, 2011.

Litigation�The Company is subject to various claims arising in the ordinary course of business.

9

Edgar Filing: SemiLEDs Corp - Form 10-Q

18



Table of Contents

On October 14, 2010, Cree, Inc., (�Cree�), a competitor and a major manufacturer of LED products, filed a complaint against the Company in the
United States District Court of Delaware asserting infringement of certain of their patents. The complaint seeks injunctive relief, unspecified
monetary damages, pre- and post-judgment interest and attorneys� fees. The Company filed an answer to the complaint on November 3, 2010,
denying all allegations of infringement. Cree filed a motion on December 10, 2010 to amend its initial complaint to add additional United States
patents that it alleges the Company has infringed. On March 22, 2011, the court granted Cree�s motion to amend and the second amended
complaint was placed on file. Cree then filed a third amended complaint, based on the same Cree patents and adding a subsidiary of the
Company as a defendant. The third amended complaint similarly alleges that the Company has infringed certain of Cree�s patents in the United
States and seeks injunctive relief, unspecified monetary damages, pre- and post-judgment interest and attorneys� fees. The Company answered
the third amended complaint on May 16, 2011, denying all allegations of infringement. On November 1, 2011, Cree filed a motion for leave to
file a fourth amended complaint adding a claim of willful infringement on one of the six patents-in-suit. On December 21, 2011, the court
granted Cree�s motion for leaveto amend. Accordingly, Cree will be seeking treble damages on its claim that the Company has willfully
infringed one of the six patents-in-suit. The Markman hearing in this case is scheduled for January 24, 2012. On August 15, 2011, the Company
filed a complaint for patent infringement against Cree in the United States District Court of Delaware seeking injunctive relief, damages, pre-
and post-judgment interest, costs, expenses and attorneys� fees for infringing a number of the Company�s patents. On October 11, 2011, Cree filed
an answer and counterclaims to the Company�s complaint, denying all allegations of infringement, alleging that the Company and Taiwan
SemiLEDs have infringed certain of its patents and seeking injunctive relief, unspecified monetary damages, pre- and post-judgment interest and
attorneys� fees. The Company and Taiwan SemiLEDs filed their answer to Cree�s counterclaims on November 4, 2011. On November 22, 2011,
Cree filed an amended counterclaim adding a claim of willful infringement on one of the patents-in-suit, pursuant to which Cree will be seeking
treble damages. The Company answered the amended counterclaim on December 5, 2011. The court will hold an initial scheduling conference
in this case on January 24, 2012. Management believes that the Company has meritorious defenses and the Company intends to contest this
lawsuit vigorously. The Company records a liability when it is probable that a loss has been incurred and the amount is reasonably estimable.
There is significant judgment required in both the probability determination and as to whether an exposure can be reasonably estimated. In the
opinion of management, the likelihood of an unfavorable outcome in the Cree matters described above that would result in a material loss to the
Company is less than probable, and the amount of potential losses for claims against the Company in the matters described above are not
currently reasonably estimable. However, the outcome of legal proceedings and claims brought against the Company are subject to significant
uncertainty. Therefore, in the event that Cree is successful in obtaining some or all of the relief it seeks, it could have a material adverse effect
on the Company�s financial condition and results of operations.

Third parties have from time to time claimed, and others may claim in the future, that the Company has infringed their past, current or future
intellectual property rights. These claims, whether meritorious or not, could be time-consuming, result in costly litigation, require expensive
changes in the Company�s methods of doing business or could require the Company to enter into costly royalty or licensing agreements, if
available. As a result, these claims could harm the Company�s business, operating results, cash flows and financial position.

7. Stock-based Compensation

As of August 31, 2010, the Company had one stock-based compensation plan (the �2005 Plan�). In November 2010, SemiLEDs� board of directors
and its stockholders approved the 2010 Equity Incentive Plan (the �2010 Plan�), discussed further below, which became effective upon the
completion of the initial public offering on December 8, 2010.

The total stock-based compensation expense consists of stock-based compensation expense for stock options and restricted stock units granted to
employees, directors, nonemployees and also includes stock options to purchase Series E shares issued, which were converted into common
stock on a one-for-one basis, as part of an employment agreement related to the Company�s acquisition of SBDI. A summary of the stock-based
compensation expense for the three months ended November 30, 2011 and 2010 are as follows (in thousands):
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Three Months Ended
November 30,

2011 2010
Stock options and stock units to employees $ 289 $ 60
Stock units to directors 334 �
Stock options to nonemployees 1 9
Other stock-based compensation activity 27 38

$ 651 $ 107
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Stock-based compensation expense is recorded net of estimated forfeitures such that expense is recorded only for those stock-based awards that
are expected to vest. A forfeiture rate is estimated at the time of grant and revised, if necessary, in subsequent periods if actual forfeitures differ
from initial estimates. A forfeiture rate of zero is estimated for stock-based awards with a vesting term that is less than one year from the time of
grant.

Equity Incentive Plans�A total of 3,849 thousand shares of common stock was reserved for issuance under the 2005 Plan and 2010 Plan. After
the initial public offering, awards shall be made from the 2010 Plan. The 2010 Plan provides for awards in the form of restricted shares, stock
units, stock options or stock appreciation rights to the Company�s employees, officers, directors and consultants. Options outstanding under the
2005 Plan will continue to be governed by its existing terms.

Determining Fair Value of Stock Options�The fair value of each grant of stock options during the three months ended November 30, 2011 and
2010 were determined by the Company using the methods and assumptions discussed below. Each of these inputs is subjective and generally
requires significant judgment to determine.

Valuation Method�Management estimates the fair value of stock options granted using the Black-Scholes option-pricing model.

Expected Term�The expected term represents the period that the Company�s stock options are expected to be outstanding. The expected term for
options granted to employees of the Company is derived from historical data on employee exercises and post-vesting employment termination
behavior after taking into account the contractual life of the award. The expected term for nonemployee options is equal to the contractual life of
the option.

Expected Volatility�The expected volatility was based on the implied stock volatilities of several of the Company�s publicly-traded peers over a
period equal to the expected terms of the options as SemiLEDs does not have a sufficient trading history to use the volatility of its own common
stock.

Fair Value of Common Stock�The fair value of the common stock underlying the stock options was based on the trading price of SemiLEDs�
shares on the date of grant. Prior to SemiLEDs� initial public offering, the fair value of common stock at the date of grant was determined by the
board of directors by considering a number of objective and subjective factors including independent valuation reports, valuations of comparable
companies, sales of convertible preferred stock to unrelated third parties, operating and financial performance, the lack of liquidity of capital
stock, and general and industry specific economic outlook, among other factors.

Risk-Free Interest Rate�The risk-free interest rate was based on the U.S. Treasury yield curve in effect at the time of grant for zero coupon U.S.
Treasury notes with maturities approximately equal to the expected term of the related options.

Expected Dividend�The expected dividend has been zero for the Company�s option grants as SemiLEDs has never paid dividends and does not
expect to pay dividends for the foreseeable future.
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Determining Fair Value of Stock Units�Grant date fair value is based upon the market price of SemiLEDs� common stock on the date of the
grant. This fair value is amortized to compensation expense over the vesting term.

11

Edgar Filing: SemiLEDs Corp - Form 10-Q

22



Table of Contents

8. Net Income (Loss) Per Share of Common Stock

The following tables set forth the computation of the Company�s basic and diluted net income (loss) per share of common stock for the three
months ended November 30, 2011 and 2010 (in thousands, except per share data). The two-class method was used for the period through
December 8, 2010, a period in which shares of several series of SemiLEDs� convertible preferred stock were outstanding.

Three Months Ended
November 30,

2011 2010
Numerator:
Basic:
Net income (loss) attributable to SemiLEDs stockholders $ (7,721) $ 3,820
8% noncumulative dividends on convertible preferred stock � (1,409)
Undistributed earnings allocated to convertible preferred stockholders � (1,564)
Net income (loss) attributable to SemiLEDs common stockholders, basic $ (7,721) $ 847
Diluted:
Net income (loss) attributable to SemiLEDs common stockholders, basic $ (7,721) $ 847
Undistributed earnings re-allocated to common stock � 37
Net income (loss) attributable to SemiLEDs common stockholders, diluted $ (7,721) $ 884
Denominator:
Basic:
Shares used in computing net income (loss) per share attributable to SemiLEDs common
stockholders, basic 27,303 7,455
Diluted:
Shares used in computing net income (loss) per share attributable to SemiLEDs common
stockholders, basic 27,303 7,455
Add: Weighted average effect of dilutive securities:
Stock options � 533
Shares used in computing net income (loss) per share attributable to SemiLEDs common
stockholders, diluted 27,303 7,988
Net income (loss) per share attributable to SemiLEDs common stockholders:
Basic $ (0.28) $ 0.11
Diluted $ (0.28) $ 0.11

The following securities were excluded from the computation of diluted net income (loss) per share of common stock for the periods presented
because including them would have been anti-dilutive (in thousands):

Three Months Ended
November 30,

2011 2010
Convertible preferred stock � 13,719
Stock units and stock options to purchase common stock 11 �
Common stock subject to repurchase 1 �

12
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9. Income Taxes

The Company�s income (loss) before income taxes for the three months ended November 30, 2011 and 2010 consist of the following (in
thousands):

Three Months Ended
November 30,

2011 2010
U.S. operation $ (2,359) $ (242)
Foreign operations (5,472) 4,338
Income (loss) before income taxes $ (7,831) $ 4,096

As of November 30, 2011 and August 31, 2011, the Company had $316 thousand and $330 thousand of unrecognized tax benefits related to tax
positions taken in prior periods, all of which would impact the Company�s effective tax rate if recognized.

Accrued interest and penalties related to unrecognized tax benefits were immaterial. The Company files income tax returns in the United States,
various states and certain foreign jurisdictions. The tax years 2005 through 2010 remain open in most jurisdictions. The Company is not
currently under examination by income tax authorities in U.S. federal, state or foreign jurisdictions.

10. Related-Party Transactions

The following material related-party transactions are reported in the Company�s unaudited interim consolidated statements of operations during
the three months ended November 30, 2011 and 2010 (in thousands):

Three Months Ended
November 30,

Related Parties Transactions 2011 2010
China SemiLEDs Sales of goods(1) $ 26 $ 120
China SemiLEDs Rendering of service(2) 240 �
China SemiLEDs Gain on disposal of patents(3) 13 �

(1) The Company sold products to China SemiLEDs pursuant to standard purchase orders.

(2) The Company provided technical, engineering and operational support services to China SemiLEDs. The Company also provided
sapphire wafer recycling services to China SemiLEDs. Service fees were negotiated on an arm�s length basis.
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(3) See Note 5 for further details.

During the three months ended November 30, 2011, the Company sold equipments to China SemiLEDs for a total consideration of
$244 thousand, determined based on net book value of equipments; no gain or loss was recognized.

The Company also paid certain costs on behalf of China SemiLEDs. As of November 30, 2011 and August 31, 2011, amounts due from China
SemiLEDs of $1,279 thousand and $780 thousand, respectively, were recorded as accounts receivable from related parties on the consolidated
balance sheets. China SemiLEDs also paid certain costs for the Company. Amounts due to China SemiLEDs of $5 thousand as of both
November 30, 2011 and August 31, 2011 were recorded in other current liabilities.

11. Comprehensive Income (Loss)

The components of comprehensive income (loss) attributable to SemiLEDs were as follows (in thousands):

Three Months Ended
November 30,

2011 2010
Net income (loss) $ (7,721) $ 3,820
Foreign currency translation adjustment (2,966) 2,810
Comprehensive income (loss) $ (10,687) $ 6,630
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12. Subsequent Events

In December 2011, the dissolution of SS Optoelectronics was approved by the Company�s whollyowned subsidiary and the other shareholder.
This subsequent event has not resulted in any changes to management�s assessment regarding the impact of dissolving this joint venture on the
Company�s interim consolidated financial statements.
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Item 2.  Management�s Discussion and Analysis of Financial Condition and Results of Operations

Forward Looking Statements

This Quarterly Report on Form 10-Q (this �Quarterly Report�) contains forward-looking statements within the meaning of Section 21E of the
Securities Exchange Act of 1934, as amended, or the Exchange Act. All statements other than statements of historical facts contained in this
Quarterly Report, including statements regarding the future results of operations of SemiLEDs Corporation, or �we,� �our� or the �Company,� and
financial position, strategy and plans, and our expectations for future operations, are forward-looking statements. Any statements contained
herein that are not statements of historical facts may be deemed to be forward-looking statements. The words �believe,� �may,� �should,� �plan,�
�potential,� �project,� �will,� �estimate,� �continue,� �anticipate,� �design,� �intend,� �expect� and similar expressions are intended to identify forward-looking
statements. We have based these forward-looking statements largely on our current expectations and projections about future events and trends
that we believe may affect our financial condition, results of operations, strategy, short-term and long-term business operations and objectives,
and financial needs. These forward-looking statements are subject to a number of risks, uncertainties and assumptions, and actual results and the
timing of certain events could differ materially and adversely from those anticipated or implied in the forward-looking statements as a result of
many factors. These factors include, among other things,

• Our ability to successfully manage our operations in the face of the cyclicality, rapid technological change, rapid product
obsolescence, declining average selling prices and wide fluctuations in supply and demand typically found in the LED market.

• Our ability to grow our revenues generated from the sales of LED chips and LED components and to control our expenses.

• Competitive pressures from existing and new companies, including competition in China from Xurui Guangdian Co., Ltd., or China
SemiLEDs.

• Intellectual property infringement or misappropriation claims by third parties against us or our customers, including our distributor
customers.

• The failure of LEDs to achieve widespread adoption in the general lighting market, or if alternative technologies gain market
acceptance.

• Our ability to improve our gross margins.

• The loss of key suppliers or contract manufacturers.
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• Our ability to effectively expand or upgrade our production facilities or do so in a timely or cost-effective manner.

• Difficulty in managing our future growth and the associated changes to our operations.

• Adverse development in Asia, particularly in China and Taiwan, as well as in Russia and North America, where our revenues are
concentrated.

• Our ability to cost-effectively produce LED chips using larger wafer sizes.

• Our ability to implement our product innovation strategy effectively.

• Loss of customers.

• Failure of our strategy of marketing our LED components in jurisdictions with limited intellectual property enforcement regimes to
provide sufficient markets to allow successful sale of our LED components.

• Loss of any of our key personnel, or our failure to attract, assimilate and retain other highly qualified personnel.

• Lack of marketing and distribution success by our third-party distributors.

• Our customers� ability to produce and sell products incorporating our LED products.
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• Our failure to adequately prevent disclosure of trade secrets and other proprietary information.

• The reduction or elimination of government investment in LED lighting or the elimination of, or changes in, policies in certain
countries that encourage the use of LEDs over some traditional lighting technologies.

• Ineffectiveness of our disclosure controls and procedures and our internal control over financial reporting.

• Our ability to profit from existing and future joint ventures, investments, acquisitions and other strategic alliances.

• Undetected defects in our products that harm our sales and reputation and adversely affect our manufacturing yields.

• The availability of adequate and timely supply of electricity and water.

• Our ability to comply with existing and future environmental laws and the cost of such compliance.

• Reallocation of our taxable income among our subsidiaries that increases our consolidated tax liability.

• U.S. federal income tax legislation that negatively impacts our effective tax rate.

• Our failure to execute our China strategy through China SemiLEDs.

• The non-compete provisions between us and China SemiLEDs constraining our ability to grow in China.

• Actions by China SemiLEDs� management that are detrimental to us.
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• Any significant reduction in the scope or discontinuation of government incentives or subsidies offered to China SemiLEDs.

• The ability of SemiLEDs Optoelectronics Co., Ltd., or Taiwan SemiLEDs, and China SemiLEDs to make dividends and other
payments to us.

• Our ability to obtain necessary regulatory approvals to make further investments in Taiwan SemiLEDs and China SemiLEDs.

• Catastrophic events such as fires, earthquakes, floods, tornados, tsunamis, typhoons, pandemics, wars, terrorist activities and other
similar events, particularly if these event occur at or near our operations, the operations of China SemiLEDs or those of contract manufacturers.

• The effect of the legal system and in particular new labor laws in China.

• Labor shortages, strikes and other disturbances that affect our and China SemiLEDs operations.

• Deterioration in the relations between the People�s Republic of China, or PRC, and Taiwan.

• Fluctuations in the exchange rate between the U.S. dollar, the New Taiwan, or NT, dollar and other currencies in which our sales,
raw materials, component purchases and capital expenditures are denominated.

• China SemiLEDs failure to obtain requisite PRC governmental approvals for, or register with the PRC government, for import and
export of technologies, and any resulting sanctions.

• Our success in obtaining additional equity capital or credit when necessary for our operations.

• Our ability to satisfy certain customer orders for which we rely on contract manufacturers.

Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results, levels
of activity, performance or achievements. We have not assumed any obligation to, and you should not expect us to, update or revise these
statements because of new information, future events or otherwise.
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For more information on the significant risks that could affect the outcome of these forward-looking statements, see Item 1A �Risk Factors� in
Part I of our Annual Report on Form 10-K for the fiscal year ended August 31, 2011 (the �2011 Annual Report�) and those contained in
Part II, Item 1A of this Quarterly Report, and other information provided from time to time in our filings with the SEC.

The following discussion and analysis of our financial condition and results of operations is based upon and should be read in conjunction with
the unaudited interim consolidated financial statements and the notes and other information included elsewhere in this Quarterly Report, in our
2011 Annual Report, and in other filings with the SEC.

Company Overview

We develop, manufacture and sell LED chips and LED components that we believe are among the industry-leading LED products on a lumens
per watt basis. Our products are used primarily for general lighting applications, including street lights and commercial, industrial and residential
lighting.

Utilizing our patented and proprietary technology, our manufacturing process begins by growing upon the surface of a sapphire wafer, or
substrate, several very thin separate semiconductive crystalline layers of gallium nitride, or GaN, a process known as epitaxial growth, on top of
which a mirror-like reflective silver layer is then deposited. After the subsequent addition of a copper alloy layer and finally the removal of the
sapphire substrate, we further process this multiple-layered material to create individual LED chips.

We sell blue, green and ultraviolet (UV) LED chips under our MvpLED brand to a customer base that is heavily concentrated in Asia, in
particular China and Taiwan, as well as in Russia and North America. We sell our LED chips to packagers or to distributors, who in turn sell to
packagers. In addition, we package a portion of our LED chips into LED components, which we sell to distributors and end-customers in
selected markets. We also contract with other manufacturers to produce for our sale certain LED components products based on our design and
technology requirements and under our quality control specifications and final inspection process.

We were incorporated in Delaware on January 2005 and sold our first LED chips in November 2005. We are a holding company for various
wholly owned subsidiaries and joint ventures. Our most significant subsidiary is our wholly owned operating subsidiary, Taiwan SemiLEDs,
where substantially all of our assets are held and located, substantially all of our employees are employed and located, and where substantially
all of our research and development and sales activities take place. Taiwan SemiLEDs owns a 100% equity interest in Silicon Base
Development, Inc., or SBDI, which was acquired on April 1, 2010. SBDI sells some of our LED components. In August 2011, we acquired a
51% interest in Ning Xiang Technology Co., Ltd., or Ning Xiang, which is engaged in the design, manufacture and sale of lighting fixtures and
systems. In September 2011, we established Xuhe Guangdian Co., Ltd., or Shenzhen SemiLEDs, to conduct sales and to provide sales and
support services to our customers in China.

At November 30, 2011, we also had a 49% interest in China SemiLEDs, a joint venture entity that manufactures and sells LED chips in China.
In addition, we own a 50% interest in SILQ (Malaysia) Sdn. Bhd., or SILQ, a joint venture established in Malaysia to design, manufacture and
sell lighting fixtures and systems, although it has not had any substantial business or operations to date.
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Key Factors Affecting Our Financial Condition, Results of Operations and Business

The following are key factors that we believe affect our financial condition, results of operations and business:

• General economic conditions and geographic concentration. The global financial crisis that began in late 2007 caused extreme
disruption in the financial markets. Although the disruption in the global financial markets moderated thereafter, the global recession and
disruption of the financial markets has led to concerns over the solvency of certain European Union member states. In addition, on August 5,
2011, Standard & Poor�s downgraded the U.S. credit rating to AA+ from its top rank of AAA, which had a material adverse effect on the
financial markets throughout the world. Credit downgrades of other significant countries have followed. Continued concerns over European
Union member solvency, further credit-rating agency downgrades of the U.S. or other countries and failures by the U.S. or other important
markets to sustain economic recovery could have a significant impact on the LED industry and our financial results. When the global economy
slows or a financial crisis occurs, consumer and government confidence declines, with levels of government grants and subsidies for LED
adoption and consumer spending likely to be adversely impacted. Our revenues have been concentrated in a few select markets, in particular,
China and Taiwan, as well as in Russia and North America. Given that we are an early-stage company operating in a rapidly changing industry,
our
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geographic sales may fluctuate from quarter to quarter. Therefore, our financial results will be impacted by general economic and political
conditions in such markets. In addition, we derive a significant portion of our revenues from a limited number of customers. Some of our largest
customers and what we produce/have produced for them have changed from quarter to quarter primarily as a result of the timing of discrete,
large project-based purchases and broadening customer base, among other things. For the three months ended November 30, 2011 and 2010,
sales to our three largest customers, in the aggregate, accounted for 36% and 42%, respectively, of our total revenues.

• Average selling price of our products. Our financial performance is affected by the average selling price of our LED chips and
LED components. The price that we charge to our customers is subject to a variety of factors, including prices charged by our competitors, the
efficacy of our products, our cost basis, the size of the order and our relationship with the relevant customer, as well as general market and
economic conditions. Increased competition, which began in calendar year 2011, and continued through the first quarter of our fiscal year 2012,
created a highly aggressive pricing environment. Some of our competitors have in the past reduced their average selling prices, and the resulting
competitive pricing pressures have caused us to similarly reduce our prices, accelerating the decline in the gross margin of our products.
Average selling prices are also affected by the mix of products that we sell in any given period. In particular, as the LED industry develops and
technical specifications and market standards change, we must continue to develop and offer competitive products that meet our customers�
specifications and pricing requirements. Average selling prices for our LED chips and LED components are also impacted to a significant extent
by the stage of our products� lifecycles, with average selling prices being higher early in the life cycle of a product and prices decreasing over
time as products age and new products with higher efficacies are introduced. Therefore, our ability to continue to innovate by introducing higher
efficacy LED chips at lower costs will have a material influence on our ability to improve our product margins.

• Our ability to reduce cost to offset lower average prices. Competitors may reduce average selling prices faster than our ability
to reduce costs, and competitive pricing pressures may accelerate the rate of decline of our average selling prices. To address increased pricing
pressure, we have invested in the development of larger wafer sizes, in particular using 4� wafers, which we believe should lower our production
costs. We have substantially converted our manufacturing of LED chips based on 4� wafers technology. We have also improved and increased
our production yields to reduce the per-unit cost of production for our products. However, such cost savings currently have limited impact on our
gross profit, as we suffered from lower capacity utilization during the three months ended November 30, 2011 and must absorb a high level of
fixed cost such as depreciation. While we intend to focus on managing our costs and expenses, over the long term we expect to be required to
invest substantially if we are to grow.

• Industry growth and demand for products and applications using LED chips. The overall adoption of LED lighting devices to
replace traditional lighting sources is expected to influence the growth and demand for LED chips and impact our financial performance. As a
substantial portion of our LED chips and LED components are used by end-users in general lighting applications, the adoption of LEDs into
these applications will have a strong impact on the demand of LED chips generally and, as a result, for our LED chips and LED components.
Growth in demand for lighting products will also affect the results of Ning Xiang.

• Intellectual property issues. Competitors of ours and other third parties have in the past and will likely from time to time in the
future allege that our products infringe on their intellectual property rights, such as is currently occurring with Cree. Defending against any
intellectual property infringement claims would likely result in costly litigation and ultimately may lead to our not being able to manufacture,
use or sell products found to be infringing. Third parties may also assert infringement claims against our customers with respect to our products,
or our customers� products that incorporate our technologies or products. Any such legal action or the threat of legal action against us, or our
customers, could impair such customers� continued demand for our products. This could prevent us from growing or even maintaining our
revenues, or cause us to incur additional costs and expenses, and adversely affect our financial condition and results of operations.
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• Our ability to achieve consistently high manufacturing yields. We measure our manufacturing yield per wafer by the number
of saleable LED chips produced, compared to the theoretical maximum number of LED chips that can be produced on such wafer. It is critical
for us to achieve high manufacturing yields in order to improve our margins. We expect to have to continually attain higher yields from our
existing wafer sizes and develop new technologies that allow us to efficiently migrate to larger wafer sizes.

• Our ability to realize our strategic initiatives, including through China SemiLEDs. Our success in China will substantially
depend on our ability to execute our strategies through China SemiLEDs, which recently commenced production at its Foshan manufacturing
facilities; however, it is in the early stages of business development and selling
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products in China. We expect that it will incur losses for the near term. In addition, our ability to execute our strategies in China will depend on
our continued good working relationship with the other shareholders of China SemiLEDs, which are all PRC entities, and which collectively
owned 51% of China SemiLEDs at November 30, 2011. The success of China SemiLEDs will also be driven by the factors listed above that
influence our own results.

Critical Accounting Policies and Estimates

There have been no material changes in the matters for which we make critical accounting policies and estimates in the preparation of our
unaudited interim consolidated financial statements for the three months ended November 30, 2011 as compared to those disclosed in our 2011
Annual Report.

Results of Operations

Three Months Ended November 30, 2011 Compared to the Three Months Ended November 30, 2010

Revenues, net

Our revenues decreased by approximately 48% from $13.0 million for the three months ended November 30, 2010 to $6.7 million for the three
months ended November 30, 2011. The $6.3 million decrease in revenues reflects a $6.8 million decrease in revenues attributable to sales of
LED chips and a $0.6 million decrease in revenues attributable to sales of LED components, offset in part by a $1.1 million increase in other
revenues.

The decrease in revenues attributable to sales of LED chips was due to a 46% decrease in the average selling price of LED chips and a 58%
decrease in the volume of LED chips sold. The average selling price for our LED chips decreased primarily as a result of increased competition
from a number of competitors that are much larger than us, as well as numerous smaller participants in the indoor lighting market, which created
a highly aggressive pricing environment and resulted in industry participants, including us, having to lower prices for existing products and
existing inventory. Increased competition had also led to a decrease in demand for our LED chips. The decrease in volume of LED chips sold
was also due to a slowdown in demand in our target markets, in particular the outdoor street lighting market in Asia primarily as a result of
reduced government spending. In contrast, our revenues attributable to sales of LED chips for the three months ended November 30, 2010 were
higher due to a higher level end-user demand as a result of greater economic activity in the calendar year 2010 than calendar year 2011, and
because we benefited from a large project-based order for sales to a customer for the three months ended November 30, 2010.

The decrease in revenues attributable to sales of LED components was due to a 76% decrease in the average selling price of LED components
primarily due to continued market competition and the general trend of lower average selling prices for our products in our product portfolio
that have been available in the market for some time and also due to sales of a category of lower-priced contract manufactured LED components
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for the three months ended November 30, 2011, offset in part by a 249% increase in the volume of LED components sold for the three months
ended November 30, 2011.

The increase in other revenues was primarily due to a $0.9 million increase in sale of lighting products reflecting our acquisition of Ning Xiang
and a $0.2 million increase in service revenue.

Cost of Revenues

Our cost of revenues increased by 19% from $6.4 million for the three months ended November 30, 2010 to $7.6 million for three months ended
November 30, 2011. The increase in cost of revenues was primarily due to increases in excess capacity charges of $0.9 million and inventory
valuation adjustment of $0.9 million to write down certain of our chips inventories to their estimated net realizable values as a result of a
continued decline in average selling prices, offset in part by a lower cost of revenues, primarily as a result of the decrease in volume of LED
chips sold. The lower capacity utilization resulted from the decrease in customer demand, in particular, for our LED chips.

Gross Profit

Our gross profit decreased from $6.6 million for the three months ended November 30, 2010 to a loss of $0.8 million for the three months ended
November 30, 2011. Our gross margin percentage decreased from 51% for the three months ended November 30, 2010 to (12%) for the three
months ended November 30, 2011 as a consequence of the reduction in revenues, primarily due to a significant decrease in the average selling
price for our LED chips, and increased cost of revenues, as more fully described above.
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Operating Expenses

Research and development.  Our research and development expenses increased from $0.4 million for the three months ended November 30,
2010 to $1.7 million for the three months ended November 30, 2011. The increase was primarily due to an increase in materials and supplies
used in research and development of $1.0 million and an increase in salaries attributable to the research and development function of
$0.1 million. Our research and development expenses were higher for the three months ended November 30, 2011, primarily as a result of our
continued research and development efforts focusing on the migration to larger wafer sizes, in particular 4� wafers, which resulted in an increased
amount of materials and supplies usage. Salary-related expenses were higher because they included the additional research and development
employees of Ning Xiang, which we acquired in August 2011, as well as an increase in stock-based compensation cost for our research and
development personnel.

Selling, general and administrative.  Our selling, general and administrative expenses increased from $1.3 million for the three months ended
November 30, 2010 to $3.9 million for the three months ended November 30, 2011. The increase was mainly attributable to an increase in
professional service expenses for legal, accounting and advisory services of $1.2 million primarily resulting from our defense against a patent
infringement lawsuit and a significantly higher level of professional service expenses as a public company. The increase was also attributable to
an increase in salary-related expenses of $0.5 million, primarily as a result of the hiring of additional employees for sales, marketing and
administrative functions to support the growth of our business and to meet our public company regulatory and financial reporting and corporate
governance requirements, and the additional sales, marketing and administrative employees of Ning Xiang, which we acquired in August 2011.
Increases in compensation to our directors of $0.3 million (primarily due to restricted stock units granted), in directors and officers� liability
insurance of $0.1 million, and in depreciation, utilities, advertising and travel related expenses of $0.3 million also contributed to the increase in
selling, general and administrative expenses.

Other Income (Expenses)

Equity in losses from unconsolidated entities, net.  Our equity in the net losses from unconsolidated entities was $1.5 million for the three
months ended November 30, 2011, as compared to $0.2 million for the three months ended November 30, 2010. The increase was primarily due
to the increase in the net loss reported by China SemiLEDs, as it commenced commercial production, began to incur research and development
expenses and higher level of costs and expenses beginning in April 2011. China SemiLEDs is still in an early stage of business development and
has not had any material sales to date.

Foreign currency transaction gain (loss), net.  We recorded a foreign currency transaction gain of $0.1 million for the three months ended
November 30, 2011, primarily due to the depreciation of NT dollar against the U.S. dollar.

We recorded a foreign currency transaction loss of $0.6 million for the three months ended November 30, 2010, primarily due to the
appreciation of the NT dollar against the U.S. dollar from time deposits held by Taiwan SemiLEDs in currency other than the functional
currency of such subsidiary.

Income Tax Expense (Benefit)
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Our effective tax rate is estimated to be approximately zero for fiscal 2012, since it is expected that Taiwan SemiLEDs, our primary operating
subsidiary, will incur losses, and as we provided a full valuation allowance on all deferred tax assets, which consist primarily of net operating
loss carryforwards and tax credits. Subsidiaries in Taiwan file their income tax returns separately.

Our income tax expense for the three months ended November 30, 2010 was $0.3 million, resulting in an effective tax rate of 6.7%. The
effective tax rate was lower than corporate statutory income tax rate, which is 17% for Taiwan SemiLEDs, as we were able to use tax loss
carryforwards, tax credits and tax exemptions to offset corporate income tax payable.

Net Income (Loss) Attributable to Noncontrolling Interests

We recorded a net loss attributable to noncontrolling interests of $0.1 million for the three months ended November 30, 2011, which was
attributable to the share of net loss of Ning Xiang held by the remaining 49% noncontrolling holders. We acquired Ning Xiang in August 2011.

Liquidity and Capital Resources

From our inception through the completion of our initial public offering in December 2010, we have substantially satisfied our capital and
liquidity needs from private sales of our convertible preferred stock and, to a lesser extent, from cash flow from
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operations, bank borrowings and credit lines. As a result of our initial public offering, we received net proceeds of $92.0 million, after deducting
underwriting discounts and commissions of $7.2 million and offering-related expenses of $3.5 million. As of November 30, 2011 and
August 31, 2011, we had cash and cash equivalents of $74.0 million and $83.6 million, respectively, which were predominately held in U.S.
dollar-denominated demand deposits and money market funds, and at August 31, 2011, also in certificates of deposit.

During the year ended August 31, 2011 and three months ended November 30, 2011, we utilized operating lines of credit with certain banks to
fulfill our short-term financing needs. The outstanding balances of these lines of credit were $1.0 million as of both November 30, 2011 and
August 31, 2011. These lines of credit had maturity dates of six to eight months from the date of draw down and bore fixed interest rates ranging
from 1.3% to 1.7% per annum as of November 30, 2011 and August 31, 2011, respectively. Unused amounts on these lines of credit were
$7.6 million and $7.3 million as of November 30, 2011 and August 31, 2011, respectively.

As of November 30, 2011 and August 31, 2011, our long-term debt, which includes long-term notes, totaled $6.5 million and $7.1 million,
respectively. These long-term notes carry variable interest rates, based on the annual time deposit rate plus a specific spread, ranging from 1.8%
to 2.0% per annum as of both November 30, 2011 and August 31, 2011, are payable in monthly installments, and are secured by our property,
plant and equipment. These long-term notes do not have prepayment penalties or balloon payments upon maturity.

• The first note payable requires monthly payments of principal and interest in the amount of $13,000 over the 15-year term of the note
with final payment to occur in May 2024 and, as of November 30, 2011, our outstanding balance on this note payable was approximately
$1.8 million.

• The second note payable requires monthly payments of principal and interest in the amount of $29,000 over the five-year term of the
note with final payment to occur in August 2014 and, as of November 30, 2011, our outstanding balance on this note payable was approximately
$1.0 million.

• The third note payable requires monthly payments of principal and interest in the amount of $27,000 over the five-year term of the
note with final payment to occur in May 2015 and, as of November 30, 2011, our outstanding balance on this note payable was approximately
$1.1 million.

• The fourth note payable requires monthly payments of principal and interest in the amount of $18,000 over the 15-year term of the
note with final payment to occur in December 2025 and, as of November 30, 2011, our outstanding balance on this note payable was
approximately $2.7 million.

We have incurred significant losses since inception, including net losses of $0.8 million, $3.7 million and $16.1 million for the years ended
August 31, 2008, 2009 and 2011, respectively. For the three months ended November 30, 2011, net loss attributable to SemiLEDs stockholders
was $7.7 million. For the year ended August 31, 2010, we generated net income of $10.8 million. We believe that, based on our current level of
operations and spending needs, the net proceeds from our initial public offering, together with our existing liquidity sources and anticipated
funds from operations, will satisfy our cash requirements for at least the next 12 months. However, if we are not able to generate positive cash
flows from operations, we may need to consider alternative financing sources and seek additional funds through public or private equity
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financings or from other sources to support our working capital requirements or for other purposes. There can be no assurance that additional
financing will be available to us or that, if available, such financing will be available on terms favorable to us.

Cash Flow

The following summary of our cash flows for the periods indicated has been derived from our unaudited interim consolidated financial
statements, which are included elsewhere in this Quarterly Report (in thousands):

Three Months Ended
November 30,

2011 2010
Net cash provided by (used in) operating activities $ (3,456) $ 1,569
Net cash used in investing activities (5,913) (8,258)
Net cash provided by (used in) financing activities (208) 2,436
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Cash Flows Provided by (Used in) Operating Activities

Net cash used in operating activities for the three months ended November 30, 2011 was $3.5 million, compared to net cash provided by
operating activities for the three months ended November 30, 2010 of $1.6 million. Cash used in operating activities for the three months ended
November 30, 2011 was higher, primarily due to an increase in cash used to pay for professional service expenses, including legal services,
primarily resulting from our defense against a patent infringement lawsuit, and accounting and advisory services primarily due to a significantly
higher level of professional service expenses as a public company; an increase in cash used to pay for salary-related expenses due to our hiring
of additional employees to support our growth and to meet our public company regulatory, financial reporting and corporate governance
requirements; and a decrease in cash collected from customers due to lower revenues as a result of decreases in average selling prices and
customer demand.

Cash Flows Used in Investing Activities

Net cash used in investing activities for the three months ended November 30, 2011 was $5.9 million, consisting primarily of the purchases of
machinery and equipment, and payments for expanding and upgrading our manufacturing facilities at our Hsinchu, Taiwan headquarters.

Net cash used in investing activities for the three months ended November 30, 2010 was $8.3 million, consisting primarily of the purchases of
the first and second floors of a building at our Hsinchu, Taiwan headquarters, and purchases of machinery and equipment.

Cash Flows Provided by (Used in) Financing Activities

Net cash used in financing activities for the three months ended November 30, 2011 was $0.2 million, consisting primarily of payments of
long-term debt of $0.2 million.

Net cash provided by financing activities for the three months ended November 30, 2010 was $2.4 million, consisting primarily of proceeds
from the draw down on lines of credit of $2.6 million, offset in part by payments of long-term debt of $0.2 million.

Contractual Obligations

As of November 30, 2011, our total purchase obligations for property, plant and equipment were $9.2 million. In addition, for the three months
ended November 30, 2011, we made regular payments on our long-term debt of $0.2 million.
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Capital Expenditures

We had capital expenditures of $5.8 million and $8.2 million for the three months ended November 30, 2011 and 2010, respectively. Our capital
expenditures consisted primarily of purchases of building, machinery and equipment, construction in progress, prepayments for our
manufacturing facilities and prepayments for equipment purchases. We expect to continue investing in capital expenditures in the future as we
expand our business operations and invest in such expansion of our production capacity as we deemed appropriate under market conditions and
customer demand.

Off-Balance Sheet Arrangements

During the three months ended November 30, 2011, we did not engage in any off-balance sheet arrangements. We do not have any interests in
variable interest entities.

Accounting Changes and Recent Accounting Pronouncements

For a description of accounting changes and recent accounting standards, including the expected dates of adoption and estimated effects, if any,
on our unaudited interim consolidated financial statements, see Note 2 in the Notes to Unaudited Consolidated Financial Statements of this
Quarterly Report which disclosure is incorporated herein by reference.
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Item 3.  Quantitative and Qualitative Disclosures about Market Risk

We are exposed to market risks in the ordinary course of our business. These risks include primarily:

Interest Rate Risk

We had cash and cash equivalents of $74.0 million as of November 30, 2011, which are invested in demand deposits and money market funds.
Such interest-earning instruments carry a degree of interest rate risk. We do not enter into investments for trading or speculative purposes and
have not used any derivative financial instruments to manage our interest rate risk exposure. We have not been exposed nor do we anticipate
being exposed to material risks due to changes in interest rates. A hypothetical 10% change in interest rates during the three months ended
November 30, 2011 would not have had a material impact on our unaudited interim consolidated financial statements.

As of November 30, 2011, we had long-term notes payable of $6.5 million and lines of credit of $1.0 million. Long-term notes payable carry
variable interest rates and these interest rates, which ranged between 1.8% to 2.0% per annum as of November 30, 2011 are based on the annual
time deposit rate plus a specific spread. A hypothetical 10% change in the note payable interest rates during the three months ended
November 30, 2011 would not have had a material impact on our unaudited interim consolidated financial statements.

Foreign Exchange Risk

The functional currency for certain of our consolidated and majority owned subsidiaries is in a currency other than U.S. dollars. For example,
the functional currency for Taiwan SemiLEDs, SBDI, the Taiwan branch office of Helios Crew and Ning Xiang, is the NT dollar. We translate
the assets and liabilities of our non-U.S. subsidiaries into U.S. dollars at exchange rates in effect at each balance sheet date and record the
resulting translation adjustments to the accumulated other comprehensive income (loss) within equity. Certain of our non-U.S. subsidiaries also
hold cash and cash equivalents in currencies other than their functional currencies, mainly in U.S. dollar-denominated demand deposits. In
addition, a portion of our revenues and expenses are currently earned and paid, respectively, by our non-U.S. subsidiaries in currencies other
than their functional currencies, mainly in U.S. dollars and to a lesser extent in Japanese Yen. We translate income and expense accounts at
average exchange rates during the applicable period. Our exposure to foreign exchange risk primarily relates to currency gains and losses from
the time we enter into and settle our sales and purchase transactions. Accordingly, we are subject to foreign currency related risks and incur
foreign currency transaction losses and gains from time to time, which are recognized in our consolidated statements of operations. If there are
significant changes in the exchange rates between NT dollar, U.S. dollar, Japanese Yen and other currencies, our consolidated financial results
could be harmed. To date, we have not used any derivative financial instruments to hedge against the effect of exchange rate fluctuations. As a
result, our consolidated financial condition or results of operations may be adversely affected due to changes in foreign exchange rates. A
hypothetical 10% adverse change in foreign currency exchange rates between the U.S. dollar and NT dollar during the three months ended
November 30, 2011 would have resulted in an adjustment to the accumulated other comprehensive loss of $9.8 million and an additional foreign
exchange loss of approximately $1.7 million.

Commodities Risk
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We utilize significant amounts of precious metals, gases and other commodities in our manufacturing processes. General economic conditions,
market specific changes or other factors outside our control may affect the pricing of these commodities. We do not use financial instruments to
hedge commodity prices.

Item 4.   Controls and Procedures

Evaluation of disclosure controls and procedures

Our management, with the participation of our chief executive officer, or CEO, and chief financial officer, or CFO, evaluated the effectiveness
of our disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended,
or the Exchange Act, as of November 30, 2011. In designing and evaluating the disclosure controls and procedures, management recognizes that
any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control
objectives. In addition, the design of disclosure controls and procedures must reflect the fact that there are resource constraints and that
management is required to apply its judgment in evaluating the benefits of possible controls and procedures relative to their costs.

Based upon the aforementioned evaluation, our CEO and CFO have concluded that, as of November 30, 2011, our disclosure controls and
procedures are designed at a reasonable assurance level and are effective to provide reasonable assurance that information required to be
disclosed in our Exchange Act reports is recorded, processed, summarized and reported within the time periods specified in the rules and forms
of the Securities and Exchange Commission, or SEC, and that such information is accumulated and communicated to our management,
including our CEO and CFO, as appropriate to allow timely decisions regarding required disclosure.
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Changes in internal control over financial reporting

There were no changes in our internal control over financial reporting that occurred during the quarter ended November 30, 2011 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II � OTHER INFORMATION

Item 1.  Legal Proceedings

Due to the complex technology required to compete successfully in the LED industry, participants in our industry are often engaged in
significant intellectual property licensing arrangements, negotiations, disputes and litigation. We are directly or indirectly involved in the
following legal proceedings, and from time to time may be named in various other claims arising in the ordinary course of our business:

Cree

On October 14, 2010, Cree, our competitor and a major manufacturer of LED products, filed a complaint against us and Helios Crew, our wholly
owned subsidiary, with the United States District Court of Delaware, alleging that we and Helios Crew have infringed certain of their patents
and seeking injunctive relief, unspecified monetary damages, pre- and post-judgment interest and attorneys� fees. We and Helios Crew filed an
answer to the complaint on November 3, 2010, denying all allegations of infringement. Cree filed a motion on December 10, 2010 to amend its
initial complaint to add additional United States patents that it alleges we have infringed. On March 22, 2011, the court granted Cree�s motion to
amend and the second amended complaint was placed on file. Cree then filed a third amended complaint, based on the same Cree patents and
adding a subsidiary of our Company, Taiwan SemiLEDs, as a defendant. The third amended complaint similarly alleges that we have infringed
certain of Cree�s patents in the United States and seeks injunctive relief, unspecified monetary damages, pre- and post-judgment interest and
attorneys� fees. We answered the third amended complaint on May 16, 2011, denying all allegations of infringement. On November 1, 2011,
Cree filed a motion for leave to file a fourth amended complaint adding a claim of willful infringement on one of the six patents-in-suit. On
December 21, 2011, the court granted Cree�s motion for leaveto amend. Accordingly, Cree will be seeking treble damages on its claim that we
have willfully infringed one of the six patents-in-suit. The Markman hearing in this case is scheduled for January 24, 2012.  We believe we have
meritorious defenses and intend to contest this lawsuit vigorously. However, in the event that Cree is successful in obtaining some or all of the
relief it seeks, we may be barred from importing or selling our products into the United States and may be subject to damages and penalties.
Moreover, Cree has an extensive patent portfolio and we cannot assure you that Cree will not assert additional claims of infringement of its other
patents. We believe that, as our visibility within the LED market increased as a result of our initial public offering, the risk that additional
infringement claims, with or without merit, will be asserted against us will increase. On August 15, 2011, we and Taiwan SemiLEDs filed a
complaint against Cree in the United States District Court of Delaware seeking injunctive relief, damages, pre- and post-judgment interest, costs,
expenses and attorneys� fees for infringing a number of our patents. On October 11, 2011, Cree filed an answer and counterclaims to our
complaint, denying all allegations of infringement, alleging that we and Taiwan SemiLEDs have infringed certain of its patents and seeking
injunctive relief, unspecified monetary damages, pre- and post-judgment interest and attorneys� fees. We and Taiwan SemiLEDs filed our answer
to Cree�s counterclaims on November 4, 2011. On November 22, 2011, Cree filed an amended counterclaim adding a claim of willful
infringement on one of the patents-in-suit, pursuant to which Cree will be seeking treble damages. We answered the amended counterclaim on
December 5, 2011. The Court will hold an initial scheduling conference in this case on January 24, 2012.
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Item 1A.  Risk Factors

There are no material changes related to risk factors from the risk factors described in Item 1A �Risk Factors� in Part I of our 2011 Annual Report,
except to the extent amended as supplemented as follows:

We derive our revenues mainly from the sale of our LED chips and LED components. Our inability to grow our revenues generated from the
sales of LED chips and LED components would have a negative impact on our financial condition and results of operation.

An increasing percentage of our revenues is generated from the sale of LED components and lighting products, as compared to the sale of LED
chips. Revenues attributable to the sale of our LED chips represented 78%, 77% and 58% of our revenues for the years ended August 31, 2009,
2010 and 2011, respectively, and 30% of our revenues for the three months ended November 30, 2011. Revenues attributable to the sale of our
LED components represented 20%, 21% and 32% of our revenues for the years ended August 31, 2009, 2010 and 2011, respectively, and 45%
of our revenues for the three months ended November 30, 2011. In addition to the sales of LED chips and LED components, our core products,
revenues attributable to the sale of lighting products, which represent an addition to our product portfolio as a result of our acquisition of Ning
Xiang, accounted for 15% of our revenues for the three months ended November 30, 2011. We expect to continue to generate our revenues
mainly from the sale of LED chips and LED components for the foreseeable future. As such, the continued market acceptance of our LED chips
and LED components is critical to our continued success, and our inability to grow our revenues generated from the sales of LED chips and LED
components would have a negative impact on our business, financial condition and results of operations.

Our gross margins could fluctuate as a result of decreases in the average selling prices of our products, underutilization of our
manufacturing capacity, changes in our product mix and other factors, which may adversely impact our operating results.

Increased competition and the adoption of alternatives to our products, more complex engineering requirements, lower demand, over-capacity in
the market and other factors may also lead to price erosion and, as a result, lower product margins and lower revenues. For example, some of our
competitors have in the past reduced their average selling prices, and the resulting competitive pricing pressures have caused us to similarly
reduce our prices, accelerating the decline in the gross margin of our products. We anticipate our competitors will continue to implement such
competitive strategies from time to time in the future. We also anticipate that our gross margins will fluctuate from period to period as a result of
the mix of products that we sell and the utilization of our manufacturing capacity in any given period, among other things.

We depend on contract manufacturing of portions of our supply chain. The inability of our contract manufacturers to produce products that
satisfy our requirements may have a material adverse affect on our business.

From time to time, we may use contract manufacturers to produce products or some parts of our products. Our reliance on such contract
manufacturers exposes us to a number of significant risks, including:
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• reduced control over delivery schedules, quality assurance, manufacturing yields and production costs;

• lack of guaranteed production capacity or product supply; and

• the possible breach of the manufacturing agreement by the contract manufacturers because of factors beyond our control.

If these contract manufacturers fail to deliver products on time and at a satisfactory level of quality, we could have difficulties fulfilling our
customer orders and our net revenue could decline. If our contract manufacturers were to become unable or unwilling to continue to manufacture
our products at requested quality, quantity, yields and costs, or in a timely manner, our business and reputation could be seriously harmed. As a
result, we would have to attempt to identify and qualify substitute manufacturers, which could be time consuming and difficult, and might result
in unforeseen manufacturing and operations problems. In such events, our customer relationships, business, financial condition and results of
operations would be adversely affected.
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Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds

Unregistered Sales of Equity Securities

None.

Use of Proceeds

On December 8, 2010, the registration statement on Form S-1 (File No. 333-168624) was declared effective for initial public offering of our
common stock. On December 14, 2010, we sold 6,038 thousand shares of common stock, and received net proceeds of $92.0 million, after
deducting underwriting discounts and commissions of $7.2 million and offering-related expenses of $3.5 million. Through November 30, 2011,
we used $19.0 million to purchase additional manufacturing space at our Hsinchu, Taiwan headquarters and partially build out existing space in
such building, and purchase additional reactors and other manufacturing equipment. We also used $2.3 million to acquire and invest in other
businesses, and $6.9 million for working capital and other general corporate purposes.

There has been no material change in the planned use of proceeds from our initial public offering as described in our final prospectus filed with
the SEC pursuant to Rule 424(b).

Repurchases

None.

Item 3.  Defaults Upon Senior Securities

None.

Item 4.  Removed and Reserved

Item 5.  Other Information
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Not applicable.

Item 6.  Exhibits

See Index to Exhibits at end of report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

SEMILEDS CORPORATION
(Registrant)

Dated: January 12, 2012 By: /s/ David Young
Name: David Young
Title: Chief Financial Officer

(Duly Authorized Officer and
Principal Financial Officer)
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INDEX TO EXHIBITS

Exhibit No. Description

31.1 Certification of Chief Executive Officer Pursuant to Exchange Act Rule 13a-14(a)/15d-14(a) as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

31.2 Certification of Chief Financial Officer Pursuant to Exchange Act Rule 13a-14(a)/15d-14(a) as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

32.1 Certification pursuant to 18 U.S.C. Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

32.2 Certification pursuant to 18 U.S.C. Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101.INS* XBRL Instance Document

101.SCH* XBRL Taxonomy Extension Schema Document

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF* XBRL Taxonomy Extension Definition Linkbase Document

101.LAB* XBRL Taxonomy Extension Label Linkbase Document

101.PRE* XBRL Taxonomy Extension Presentation Linkbase Document

*      In accordance with Rule 406T of Regulation S-T, these XBRL (eXtensible Business Reporting Language) documents are furnished and not
filed or a part of a registration statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933 or Section 18 of the
Securities Exchange Act of 1934 and otherwise are not subject to liability under these sections.
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