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Summary

In 2014, TSMC continued to reap the benefits of correct strategic 

choices made over the last several years. Not only did revenue and 

earnings per share grow significantly to record levels, but TSMC met 

customers’ demand with record speed in ramping up 20-nanometer 

technology, achieved key milestones in developing new advanced 

technologies, enabled a greener and more responsive supply 

chain, paid record taxes to governments, hired record number of 

employees with record compensation, delivered record stock prices 

for shareholders, and made possible a record level of cash dividend to 

be approved in 2015 Annual Shareholders’ Meeting. Indeed, 2014 was 

another record year for TSMC and its stakeholders.

Thanks to its strong operating performance, TSMC generated total 

income of NT$772.2 billion in 2014 (see definition in Note 2 below). After 

subtracting the costs of procured and consumed goods and services, 

depreciation, amortization, and impairments, economic value of 

NT$386.8 billion was created in 2014. Among the economic value, 30% 

was distributed to shareholders, 21% to employees, 10% to governments, 

and 1% to lenders. The remaining 38% was reserved within the Company 

to enable greater economic value creation in the future.

In order to sustain the strong economic performance, TSMC identified 

its top material issues in economic dimensions as: (1) to drive increasing 

economic value creation for stakeholders; (2) to achieve best-in-class 

customer service and customer satisfaction; and (3) to actively engage 

in supply chain sustainability management. Moreover, TSMC endeavored 

to ensure the products and raw materials supplied by its suppliers are 

conflict-free. In December 2014, TSMC joined the Electronic Industry 

Citizenship Coalition (EICC), hoping to extend its positive influence to the 

semiconductor industry and communities.

Note: 
1. Pending for shareholders' approval.
2. Total income includes net revenue, realized (unrealized) gross profit on sales to associates, other operating income and expenses, net (except impairment) and non-operating income and 

expenses (except finance costs).

Depreciation, 
Amortization and 
Impairments 
$201.2 

Employees
$81.4 (21%)

Shareholders1 
$116.7 (30%)

Lenders
$3.2 (1%)

Taxes
$38.3 (10%)

Donations in 
Community
$0.1 (0%)

Reserves
$147.1 (38%)

Material Costs/
Other Expenses 
$184.2 

Total Income2 
$ 772.2

Economic Value
$ 386.8

Unit: NT$ Billion
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Looking forward, TSMC believes its investments and focuses on 

technologies and supply chain management will continue to satisfy 

market demand with better, greener, and more cost-effective 

semiconductors, and, in return, render even greater economic value for 

all its stakeholders for many years to come. 

4.1 Company Profile

4.1.1 An Introduction to TSMC

Founded on February 21, 1987, and headquartered in Hsinchu, Taiwan, 

TSMC pioneered the foundry business model by focusing solely on 

manufacturing customers’ semiconductor designs. As a pure-play 

semiconductor foundry, the Company does not design, manufacture, or 

market semiconductor products under its own brand name, ensuring 

that TSMC does not compete directly with its customers. Today, TSMC 

is the world’s largest pure-play semiconductor foundry, manufacturing 

8,876 different products using 210 different technologies for 453 

different customers in 2014.

With a diverse global customer base, TSMC-manufactured 

semiconductors are used in a wide variety of applications covering 

various segments of the computer, communications, consumer, 

industrial and standard semiconductor markets.

Annual capacity of the manufacturing facilities managed by TSMC and 

its subsidiaries totaled 8.18 million 12-inch equivalent wafers in 2014. 

TSMC’s managed manufacturing facilities include three 12-inch wafer 

GIGAFABTM facilities, four 8-inch wafer fabs, and one 6-inch wafer fab in 

Taiwan, as well as two 8-inch wafer fabs at wholly owned subsidiaries: 

WaferTech in the United States and TSMC China Company Limited.

TSMC provides customer service through its account management and 

engineering services offices in North America, Europe, Japan, China, 

South Korea, and India. The Company employed more than 43,000 

people worldwide at the end of 2014.

By leveraging the successful mass production of 28nm, including 

28HP, 28HPM, 28HPL and 28LP, TSMC continuously delivered a highly 

competitive performance/cost solution 28HPC (High Performance 

Compact) in 2014. This process is seamlessly applicable to the 28nm 

ecosystem, accelerating time-to-market for customers. Furthermore, 

20nm System-on-Chip technology (20SoC) entered the production stage 

with smooth ramping and stable yield performance. By introducing the 

advanced patterning technique, this process provides better density 

and power value for both performance-driven products and mobile 

computing applications migration. In addition, 16nm FinFET Plus 

(16FF+) process passed full reliability qualification on schedule in the 

fourth quarter of 2014, and nearly 60 customer designs are currently 

scheduled for tape-out by the end of 2015. Due to rapid progress in 

yield and performance, 16FF+ volume ramp is expected to begin around 

July in 2015. TSMC’s comprehensive 16FF+ design ecosystem supports 

a wide variety of EDA tools and hundreds of process design kits with 

more than 100 IPs, and all have been silicon validated. Also, 10nm 

technology is under development and on track to start risk production 

in the fourth quarter of 2015. The Company anticipates customer tape-

out in the fourth quarter of 2015 and volume production in 2016. In 

addition to general-purpose logic process technology, TSMC supports 

the wide-ranging needs of its customers with embedded non-volatile 

memory, embedded DRAM, Mixed Signal/RF, high voltage, CMOS 

image sensor, MEMS, silicon germanium technologies and automotive 

service packages.

TSMC’s subsidiaries TSMC Solid State Lighting Ltd. and TSMC Solar 

Ltd. engage in researching, developing, designing, manufacturing and 

selling solid state lighting devices and related products and systems, 

and solar-related technologies and products, respectively.   In January 

2015, TSMC announced a sale of all TSMC SSL shares held by TSMC 

and TSMC’s subsidiary to Epistar Corp.  After this transaction, TSMC 

completely exited TSMC SSL.

The Company is listed on the Taiwan Stock Exchange (TWSE) under ticker 

number 2330, and its American Depositary Shares trade on the New York 

Stock Exchange (NYSE) under the symbol “TSM.”

Membership in Industry Associations

As a semiconductor industry leader, TSMC actively participates in trade 

and industry associations. TSMC executives have been nominated to and 

held senior positions in associations including the Taiwan Semiconductor 

Industry Association, the Association of Industries in Science Parks, the 

Chinese National Association of Industry and Commerce, the Taiwan 

Electrical and Electronic Manufacturers’ Association, the Taiwan Business 

Council for Sustainable Development and the Chinese National Federation 

of Industries, holding positions such as Executive Board Director or 

supervisor. In addition, many TSMC employees also serve in industry 

associations as chairman or vice chairman in various committees, aiming 

to develop Taiwan’s semiconductor industry and raise its international 

visibility through inter-industry cooperation and, and share our experience 

in sustainable business.
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from system companies, foundry segment revenue growth is expected to 

be much stronger than the projected 4% compound annual growth rate 

(CAGR) for the total semiconductor industry from 2014 through 2019.

As an upstream supplier in the semiconductor supply chain, the 

condition of the foundry segment is tightly correlated with the market 

health of the 3Cs: communications, computer and consumer.

• Communications

The communications sector, particularly the handset segment, 

posted a modest 4% growth in unit shipments for 2014. Smartphones, 

which have much stronger 25% growth and higher semiconductor 

content, have been leading the growth of the sector.

The continuing transition to 4G/LTE and LTE-Advanced handsets 

will bring double digits growth to the market. Smartphones with 

increasing performance, lower power and more intelligent features 

continue to propel buying interest for new handsets in 2015. The 

growing popularity of mid-to-low-end smartphones in emerging 

countries is also a new catalyst driving the growth of the sector.

Low power IC is an essential requirement among handset 

manufacturers. The SoC design for more optimized cost, power 

and form-factor (i.e. device footprint), plus the appetite for higher 

performance to run complicated software, will continue to accelerate 

the migration to advanced process technologies in which TSMC is 

already the leader.

• Computer

The computer sector’s unit shipments dropped 1% YoY in 2014, after 

a 10% decline in 2013. Slowing decline was driven by replacement 

cycles, Windows XP expiration, and the slowdown in tablet sales.

The personal computer (PC) market is expected to decline low to mid 

single digit in 2015, with increasing variety (e.g. Convertible, Ultrabook 

and Chromebook), the introduction of new operating systems, and 

consumer replacement expected to stimulate PC demand.

Requirements of lower power, higher performance and integration for 

key computer components such as CPU, GPU, Chipset, etc., should 

drive product design demand for leading process technologies.

•  Consumer

The consumer sector's unit shipments declined 3% in 2014, as 

growth from TV game consoles and set-top-boxes was offset by 

the decline on digital cameras, MP3 players, and handheld game 

consoles, as well as the result of smartphone cannibalization.

Consumer electronics will be flat to slightly decline in 2015. The 4K 

UHD TVs will also continue the high growth within the otherwise 

flattening TV market in 2015. TSMC will be able to capitalize on these 

trends with advanced technologies for 4K UHD TV market.

Supply Chain

The electronics industry consists of a long and complex supply chain, 

the elements of which are highly dependent and correlated with each 

other. At the upstream IC manufacturing level, it is important for IC 

vendors to have sufficient and flexible supply to support the dynamic 

market situation. The foundry vendors are playing an important role 

to ensure the health of the supply chain. As a leader in the foundry 

segment, TSMC provides leading technologies and large-scale capacity 

to complement the innovations created along the downstream chain.

4.1.2 Market/Business Summary

TSMC Achievements

In 2014, TSMC maintained its leading position in the total foundry 

segment of the global semiconductor industry, with an estimated 

market segment share of 54%. TSMC achieved this result amid intense 

competition from both established players and relatively new entrants 

to the business.

Leadership in advanced process technologies is a key factor in TSMC’s 

strong market position. In 2014, 42% of TSMC’s wafer revenue came 

from manufacturing processes with geometries of 28nm and below.

Market Overview

TSMC estimates that the worldwide semiconductor market in 2014 

reached US$354 billion in revenue, a 10% growth compared to 2013. Total 

foundry, a manufacturing sub-segment of the semiconductor industry, 

generated total revenues of US$42 billion in 2014, or 14% YoY growth.

Industry Outlook, Opportunities and Threats

Industry Demand and Supply Outlook

Following 11% growth in 2013, the foundry segment again posted 

double-digit growth, to 14% in 2014, mainly driven by fabless market 

share gains over IDM and by process technology advancement.

TSMC forecasts total semiconductor market to grow mid single digit in 

2015. Over the longer term, due to increasing semiconductor content in 

electronics devices, fabless companies’ continuing market share gains , 

and increasing in-house Application-Specific Integrated Circuits (ASIC) 
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4.1.3 Innovation Management

Innovation is the wellspring of TSMC's growth, and is a part of all 

aspects of our business, from strategic planning, marketing and 

management, to technology and manufacturing. At TSMC, innovation 

means more than new ideas, it means putting ideas into practice.

4.1.3.1 Innovation at TSMC

In 2014, TSMC continued to invest in R&D with total R&D expenditure 

amounting to 8% of revenue, a level that equals or exceeds the R&D 

investment of many other high technology leaders.

TSMC has built an innovative working atmosphere to encourage 

employees to make their innovation ideas come true. The awards from 

around the world that TSMC has received demonstrate the outstanding 

performance of our talents.

4.1.3.2 Technology Leadership

TSMC recognizes that the technology challenge required to extend 

Moore’s Law, the business law behind CMOS scaling, is becoming 

increasingly complex. The efforts of the R&D organization are focused 

on enabling the Company to continuously offer its customers first-

to-market, leading-edge technologies and design solutions that 

contribute to their product success in today’s complex and challenging 

market environment. In 2014, the R&D organization met these 

challenges by introducing into manufacture the industry leading 16FF+ 

technology, the first integrated technology platform to make use of 3D 

FinFET transistors. This enhanced version of TSMC’s 16FF technology 

consumer applications. The R&D organization continues to strengthen 

the pipeline of technology innovations that are required to maintain 

technology leadership. 10nm technology advanced development 

continues with the goal of entering risk production in 2015, while 7nm 

technology has now moved into the advanced development stage.

In addition to CMOS logic, TSMC conducts research and development 

on a wide range of other semiconductor technologies that provide 

the functionality our customers require for mobile SoC and other 

applications. Highlights achieved in 2014 include: introduction of our 

first TSV platform for fingerprint sensor applications, and expansion of 

the range of CoWoSTM 3D packaging technology to the most advanced 

Si technologies; development of ultra-low-power RF technologies in 

28nm, 40nm and 55nm nodes aimed at meeting the demand for IoT 

(Internet of Things) applications; the introduction into manufacturing 

of MEMs process technologies for accelerator and microphone 

applications, and a 100V GaN power transistor technology. 

TSMC maintains a network of important external R&D partnerships 

and alliances with world-class research institutions, such as IMEC, the 

respected European R&D consortium, where TSMC is a core partner. 

TSMC also provides funding for nanotechnology research at leading 

universities worldwide to promote innovation and the advancement of 

nano-electronic technology. In 2014, TSMC announced the formation 

of joint research centers at National Tsing Hua University and 

National Cheng Kung University, with the aim of developing greater 

understanding into the devices and materials used in manufacture of 

advanced Si technologies.

Awards Over the Years

• 7 IEEE Fellows (Incl. one life fellow)

• 1 U.S. National Academy of Engineering Member

• 1 IEEE Medal of Honor

• 1 IEEE Andrew S. Grove Award

• 1 IEEE Cledo Brunetti Award

• 1 IEEE Robert N. Noyce Medal

• 1 IEEE Corporate Innovation Award

• 1 “Stars of Asia” from Business Week

• 1 Robert N. Noyce Award from the SIA

• 1 Akira Inoue Award from SEMI

• 1 Nikkei Asia Prize for Regional Growth

• 1 Outstanding Scientific and Technological Worker Award from the Executive 
Yuan of the Republic of China

• 1 First-ever Outstanding Nano-Tech Award from the Ministry of Economic 
Affairs of the Republic of China

• 20 National Industrial/Enterprise Innovations Awards, the Taiwan government’s 
most prestigious award for innovation achievement

operates 40% faster than planar 20nm System-on-Chip technology 

(20SoC) or consumes 50% less power at the same speed. It offers 

customers a new level of performance and power optimization targeted 

at the next generation of high-end mobile, computing, networking, and 
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4.1.3.3 Open Innovation Platform® (OIP)

Innovation has long been both an exciting and challenging proposition. 

Competition among semiconductor companies is becoming more 

active and intense in the face of increasing customer consolidation, 

and the commoditization of technology at more mature, conventional 

levels. Companies must find ways to continue innovating in order to 

prosper further. Companies innovating openly from the “outside in” 

as well as from the “inside out” accelerate innovation through active 

collaborations with external partners. This active collaboration of 

TSMC with external partners is known as “Open Innovation”. TSMC has 

adopted this path to innovate via the Open Innovation Platform® (OIP) 

initiative. OIP is a key part of  TSMC’s Grand Alliance.

The TSMC OIP initiative is a comprehensive design technology 

infrastructure that encompasses all critical IC implementation areas 

to reduce design barriers and improve first-time silicon success. 

OIP promotes the speedy implementation of innovation amongst the 

semiconductor design community and its ecosystem partners with 

TSMC’s IP, design implementation and DFM capabilities, process 

technology and backend services.

A key element of OIP is a set of ecosystem interfaces and collaborative 

components initiated and supported by TSMC that more efficiently 

empowers innovation throughout the supply chain and, in turn, drives 

the creation and sharing of newly created revenue and profits. TSMC’s 

Active Accuracy Assurance (AAA) initiative is critical to OIP, providing 

the accuracy and quality required by the ecosystem interfaces and 

collaborative components.

Technology Leadership and Innovations

 Advanced Technology

• First foundry to provide 65nm and 40nm production capacity

• First foundry to offer volume production of 28nm with TSMC’s first-to-market 
28nm high-k/metal gate (HKMG) technology portfolio

• World’s first 28nm High-k/Metal Gate triple gate oxide technology (28HPT) 
which provides 10% faster speed compared to the 28HPM technology while 
keeping the same leakage power

• Introducing into manufacture the industry leading 16FF+ technology, the first 
integrated technology platform to make use of 3D FinFET transistors

Spectrum of Technology

• 55nm high voltage process entered production with the industry’s smallest 
SRAM bit cell offering to support narrow border design of Super Retina display 
driver IC for high-end mobile phones

• Successfully produced the world’s smallest CMOS-MEMS monolithic 
accelerometer for customers

• TSMC qualified for manufacture a new TSV-based platform in 2014. This is an 
important industrial milestone to integrate TSV with active devices

• The first foundry to implement GaN technology in a 6-inch fab

TSMC’s Open Innovation model brings together the innovative thinking 

of customers and partners under the common goal of shortening 

design time, minimizing time-to-volume and speeding time-to-market 

and, ultimately, time-to-revenue. The model features:

• The foundry segment’s earliest and most comprehensive EDA 

certification program delivering timely design tool enhancement 

required by new process technologies; and

• The foundry segment’s largest, most comprehensive and robust 

silicon-proven intellectual properties (IPs) and library portfolio; and

• Comprehensive design ecosystem alliance programs covering 

market-leading EDA, library, IPs, and design service partners.

TSMC’s OIP Alliance consists of 27 EDA partners, 39 IP partners, and 

25 design service partners. TSMC and its partners proactively work 

together, and engage much earlier and deeper than before in order to 

address mounting design challenges at advanced technology nodes. 

Through this early and intensive collaboration effort, TSMC OIP is able 

to deliver the needed design infrastructure with timely enhancement 

of EDA tools, early availability of critical IPs and quality design services 

when customers need them. This is critical to success in order for 

customers to take full advantage of the process technologies once they 

reach production-ready maturity.

In October 2014, TSMC hosted an OIP Ecosystem Forum at the San Jose 

Convention Center in California, with keynote addresses from TSMC 

executives as well as OIP ecosystem partners. The forum was well 

attended by both customers and ecosystem partners and demonstrated 
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the value of collaboration through OIP to nurture innovations.

TSMC’s OIP Partner Management Portal facilitates communication 

with our ecosystem partners for efficient business productivity. This 

portal is designed with an intuitive interface and can be linked directly 

from TSMC-Online.

4.1.3.4 TSMC University Collaboration Programs

TSMC University Research Centers in Taiwan

TSMC has significantly expanded its interaction with universities in 

Taiwan with the establishment of four research centers located at the 

nation’s most prestigious universities. The mission of these centers 

is twofold: to increase the number of highly qualified students who 

are suitable for employment in semiconductor industry, and to inspire 

university professors to initiate research programs that focus on the 

frontiers of semiconductor device, process and materials technology; 

semiconductor manufacturing and engineering science; and specialty 

technologies for electronic applications. Following the establishment of 

two research centers at National Taiwan University and National Chiao 

Tung University in 2013, two additional centers were set up at National 

Cheng Kung University and National Tsing Hua University in 2014. 

These centers are funded jointly by governmental agencies together 

with a commitment from TSMC of several hundred million Taiwan 

dollars and in-kind university shuttles. In 2014, several hundred high 

caliber students across Electronics, Physics, Materials Engineering, 

Chemistry, Chemical Engineering and Mechanical Engineering 

disciplines joined the research centers.

A Vehicle to Make Ideas Come True - TSMC University Shuttle Program

The TSMC University Shuttle Program was established to provide 

professors at leading research universities worldwide with access to the 

advanced silicon process technologies needed to research and develop 

innovative circuit design concepts. This program links motivated 

professors and graduate students with enthusiastic managers at TSMC 

with the goals of promoting excellence in the development of advanced 

silicon design technologies, and the nurturing of new generations of 

engineering talent in the semiconductor field.

The program provides access to such silicon process technologies 

as 65nm and 40nm nodes for digital, analog/mixed-signal circuits 

and RF design, and the 0.11μm/0.18μm process nodes for micro-

electromechanical system designs. Select research projects utilize the 

28nm technology node. Participants in the TSMC University Shuttle 

Program include major university research groups in the U.S.: M.I.T., 

Stanford University, UC Berkeley, UCLA, University of Texas at Austin, 

and University of Michigan. In Taiwan, participants are: National Taiwan 

University, National Chiao Tung University, and National Tsing Hua 

University. Other participants include: Tsing Hua University in Beijing, 

The Hong Kong University of Science and Technology, and Singapore’s 

Nanyang Technological University.

TSMC’s University Shuttle Program participants recognize the 

importance of the program in allowing their graduate students to 

implement exciting designs such as low-power memories, analog-to-

digital converters, and advanced radio-frequency and mixed-signal 

bio-medical systems. This is truly a “win-win” collaboration. In 2014, 

TSMC received specific letters of appreciation from professors at 

M.I.T., Stanford University, UC Berkeley, UCLA, University of Michigan, 

National Taiwan University and National Chiao Tung University.

4.1.3.5 Future R&D Plans

In light of the significant accomplishments of TSMC’s advanced 

technologies in 2014, the Company plans to continue to grow its 

R&D investments. The Company plans to reinforce its exploratory 

development work on new transistors and technologies, such as 3D 

structures, strained-layer CMOS, high mobility materials and novel 3D IC 

devices. These studies of the fundamental physics of nanometer CMOS 

transistors are core aspects of our efforts to improve the understanding 

and guide the design of transistors at advanced nodes. The findings 

of these studies are being applied to ensure our continued industry 

leadership at the 20nm and 16nm nodes and to extend our leadership to 

the 10nm and 7nm nodes. One of TSMC’s goals is to extend Moore’s Law 

through both innovative in-house work and by collaborating with industry 

leaders and academia. We seek to push the envelope in finding cost-

effective technologies and manufacturing solutions.

With a highly competent and dedicated R&D team and its unwavering 

commitment to innovation, TSMC is confident of its ability to deliver 

the best and most cost-effective SoC technologies for its customers, 

thereby supporting the Company’s business growth and profitability.
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4.1.4 Investor Engagement

TSMC’s business strategies and financial policies aim to uphold and 

increase shareholder value. We align ourselves with international 

standards that demonstrate our position and reputation as a 

sustainability champion. In 2014, TSMC was recognized by the Dow 

Jones Sustainability Indexes (DJSI) as the Semiconductors and 

Semiconductor Equipment Industry Group Leader for a second 

consecutive year, once again affirming the Company’s commitment to 

sustainability and corporate social responsibility. Of the Semiconductor 

and Semiconductor Equipment Industry Group companies, TSMC 

scored highest in categories including Innovation Management, 

Supply Chain Management, Environmental Policy and Management 

System, Product Stewardship, Water-Related Risks, Human Capital 

Development, and Stakeholder Engagement.

In order to serve investors and the investment communities, TSMC has 

established a highly effective communication system to disseminate 

information. Each quarter, our Co-CEOs and CFO jointly hold an 

earnings conference, which combines face-to-face interactions with an 

audio conference call, to report and discuss company performance with 

investors worldwide. Replays and transcripts of these conferences are 

then made available on the Company website for investors’ reference. 

Each year, our Investor Relations team holds hundreds of investor and 

analyst meetings and conference calls, and actively participates in 

Project Name Description

Risk Production 

(Estimated 

Target Schedule)

10nm Logic 

Platform 

Technology and 

Applications

3rd generation FinFET technology 

for both digital and analog 

products

2015

7nm Logic 

Platform 

Technology and 

Applications

CMOS platform technology for 

SoC
2018

3D IC

Cost-effective solution with better 

form factor and performance for 

SiP

2015 ~ 2016

Next-generation 

Lithography

EUV and multiple e-beam to 

extend Moore’s Law
2015 ~ 2019

Long-term 

Research

Special SoC technology (including 

new NVM, MEMS, RF, analog) and 

5nm transistors

2015 ~ 2019

The above plans accounted for roughly 70% of the total R&D budget in 2015

The total R&D budget is currently estimated to be around 8% of 2015 revenue

■ TSMC R&D Future Major Project Summary

2014 Total Score: Semiconductors and Semiconductor Equipment 

Industry Group

TSMC Average

Total Score 88 52

■ TSMC Leads Semiconductors and Semiconductor 
Equipment Industry Group  at Dow Jones Sustainability 
Indexes (DJSI)

2014 Dimensional Score

Weighting TSMC Average

Economic 40% 84 58

Environmental 35% 96 50

Social 25% 84 44
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broker-sponsored investor conferences and non-deal roadshows, extending our reach throughout Asia, Europe 

and North America. In 2014, more than 260 such meetings and conference calls were held with investors 

worldwide. All these efforts are focused on serving worldwide investors with accurate, timely, and transparent 

information and financial data regarding TSMC business strategy, operations and performance. In addition, 

E-mail updates covering all business activities and key events are regularly sent to thousands of members of 

the investment community. Information regarding TSMC’s business fundamentals, dividend history, General 

Shareholders' Meeting materials, summaries of analysts’ recommendations, credit ratings, and important 

filings with regulatory authorities is posted on TSMC’s corporate website in a timely manner.

Committed to increase shareholder value, TSMC has set clear strategic financial objectives. These strategic 

financial objectives include: (1) average return on equity (ROE) across cycle greater or equal to 20%; (2) 10% 

compounded annual growth rate (CAGR) for profit before tax (PBT) from 2010 to 2015.  These financial objectives 

can help investors better understand TSMC’s long-term investment value, while its financial track record 

and business outlook for 2015 give investors high confidence in TSMC’s capability to achieve these financial 

10 Year Averaged ROE = 24%; PBT CAGR = 13%

22% 22% 22%
25% 24%

28%

21%
18%

30%
27%

763
302

597
215

507
182

427
145

420
170

296
95

333
111

323
122

317
133

267
94

201020092008200720062005 2011 2012 2013 2014

■ Financial Performance

Revenue PBT ROE

Unit: NT$ TrillionOver NT$3.6 Trillion

2010
2009

2008
2007

20062004
19971995 1999 2001 2003 2005

20022000199819961994
20132011

2012 2014

■ Market Capitalization

objectives. For example, during the past 10 years, TSMC’s averaged ROE was 24% and CAGR for profit before 

tax was 13%, both of which met our long-term financial objectives. Supported by solid financial performance, 

TSMC’s share performance including cash dividends increased 37% during 2014, marking 6 consecutive years 

of annual growth. Since the Company went public in 1994, TSMC’s market capitalization has grown steadily. As 

of December 31, 2014, TSMC’s market capitalization reached above NT$3.6 trillion or US$115 billion, up from 

NT$2.7 trillion or US$91 billion at the end of 2013.

Since becoming a publicly listed company in 1994, TSMC has consistently delivered value to shareholders 

through cash dividends and share price appreciation, maintaining a strong balance sheet, and keeping one of 

the highest credit ratings among global semiconductor companies and Taiwan companies (Standard & Poor’s 

(S&P) Ratings: A+; Moody’s Ratings: A1; Taiwan Ratings: twAAA). Starting from 2004, TSMC has distributed cash 

dividends to our shareholders each year. From 2004 to 2014, TSMC paid out more than NT$740 billion, or US$23 

billion, in cash dividends. Moreover, TSMC commits to its dividend policy that TSMC will maintain a stable and 

sustainable dividend policy, and will consider raising dividend per share when the free cash flow is sufficient to 

cover the previous level of dividend payment and any debt repayment. 

1

0
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3
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■ Cash Dividend Over NT$740B from 2004 to 2014

Cash Dividend per Share (NT$ Billions) Total Dividend paid (NT$ Billions)

Tax Policy

TSMC supports tax policies and incentives that encourage innovation and foster economic growth. We aim for 

our tax approach to be transparent and sustainable in the long term, and our commits to the following:

• Act at all times in accordance with all applicable laws and regulations.

• Be transparent in financial reporting. Disclosures are made in accordance with applicable regulations and 

reporting requirements. 

• Do not undertake transactions whose sole purpose is for tax avoidance.

• Develop strong, mutually respectful relationships with tax authorities based on transparency and trust.

• Always consider tax as part of major business decisions.

TSMC payments to the governments are primarily for corporate income tax. In 2014, TSMC’s total tax payments 

on cash basis worldwide were NT$33 billion. Over 90% of TSMC's revenue and operating profit are generated 

from our business operations in Taiwan. Meanwhile, over 90% of our tax payments were also made to the Taiwan 

R.O.C. government. TSMC was the largest corporate taxpayer in Taiwan in 2014:

Annual investors’ surveys conducted by media have recognized the transparency of TSMC’s disclosure policies, 

corporate governance commitment, and equitable treatment of shareholders. Furthermore, in 2014, TSMC 

continued to receive various awards from globally noted institutions such as Institutional Investor and IR Magazine. 

For more information on awards and recognition in 2014, please refer to “2014 Awards and Recognitions”. �

4.1.5  Financial Highlights

Dividend Policy

TSMC does not pay dividends when there is no profit or retained earnings. TSMC has distributed cash dividends 

every year to its shareholders since 2004 and maintained dividends per share (DPS) at NT$3.0 every year from 2007 

to 2014. TSMC intends to maintain a stable and sustainable dividend policy, and will consider raising DPS when the 

free cash flow  is sufficient to cover the previous level of dividend payment and any debt repayment. On February 10, 

2015, TSMC’s Board of Directors adopted a proposal recommending distribution of a cash dividend of NT$4.5 per 

share. This proposal will be discussed and decided at the Annual Shareholders’ Meeting on June 9, 2015.

NT$ 33B

Others
1%

Corporate 
Income Tax
89%

■ Breakdown of Total TSMC Tax Payments on Cash Basis 
Worldwide in 2014

NT$ 33B

Asia (exclude ROC) 2%

Europe 0.3%North 
America 
2%

Taiwan R.O.C.
95.7%

Unit: %
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In accordance with applicable regulations, TSMC was eligible for tax 

incentives such as tax exemption and investment tax credits in 2014 as 

follows:

Law/Statute Item
(In Billions of 

NT$)

Article 9 of the Statute for 
Upgrading Industries

5-year tax exemption 16.3

Article 6 of the Statute for 
Upgrading Industries

Purchase of machinery 

and equipment
5.1

Article 10 of the Statute 
for Industrial Innovation

R&D expenditures 3.3

2010 2011 2012 2013 2014

■ Income before Tax and Income Tax Expense

170
8

145
11

182
16

215
27

302
38

Unit: NT$ Billions

Income before Tax Income Tax Expense

Diluted Earnings per Share

Total Assets Stockholders' Equity

Weighted Average Diluted Shares Outstanding

2010 2011 2012 2013 2014

■ Assets and Capitalization - Year End

719
579

26
6.23

774
632

26
5.18

961
723

26
6.41

1,263
848

26
7.26

1,495
1,046

26
10.18

Unit: NT$ Billions except EPS

Market Capitalization

2010 2011 2012 2013 2014

■ Market Capitalization - Year End

1,868 1,978 2,531 2,730 3,660

Unit: NT$ Billions

Capital Expenditures R&D Expenditures

2010 2011 2012 2013 2014

■ Capital and R&D Expenditures

187
30

214
34

246
40

288
48

289
57

Unit: NT$ Billions

Cash Dividends

2010 2011 2012 2013 2014

■ Dividends Distribution

3.00 3.00 3.00 3.00 4.50

Unit: NT$
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4.2 Customer Service and Supplier Management

Customer trust has always been one of TSMC’s core values. At TSMC, 

our customers’ success is our success, and we value our customers’ 

ability to compete as we value our own. We strive to build deep and 

enduring relationships with our customers, who trust and rely on us to 

be part of their success over the long term. 

TSMC has always treated suppliers as partners, and works together 

with them over the long term to build a stable and sustainable 

semiconductor supply chain. In addition to taking into account supply 

Note: 
1. TSMC prepared 2010-2011 financial performance in accordance with R.O.C. GAAP.
2. The charts were prepared based on the audited financial statements, except market 

capitalization.

Revenue Net Income (Shareholders of the Parent)

2010 2011 2012 2013 2014

■ Revenue and Net Income

420
162

427
134

507
166

597
188

763
264

Unit: NT$ Billions chain product quality, delivery, and cost, TSMC works with our 

suppliers to protect the environment. We pay attention to human rights, 

safety and health issues of our suppliers as well as business continuity 

and risk management, so that we can fulfill our corporate social 

responsibilities together. TSMC has been named "Semiconductors & 

Semiconductor Equipment" industry group leader by the Dow Jones 

Sustainability Indexes (DJSI) for a second consecutive year in 2014 as 

well as the recognition for the category of Supply Chain Management.

 
■ TSMC's Value Proposition

Successful Customers

Technology 
Leadership

Manufacturing
Excellence

Customer
Trust

Financial Strength and 
Manufacturing Capacity

strengthening customer relationships. With a dedicated customer 

service team as the main contact window for coordination and 

facilitation, TSMC strives to provide world-class, high-quality, efficient 

and professional services in design support, mask making, wafer 

manufacturing, and backend to achieve optimum experience for 

our customers and, in return, to gain customer’s trust and sustain 

company profitability.

To facilitate customer interaction and information access on a real-time 

basis, TSMC-Online services offer a suite of web-based applications 

that provide a more active role in design, engineering, and logistics 

collaborations. Customers have 24-hour a day, seven-day-a-week 

access to critical information and are able to subscribe customized 

reports through TSMC-Online services. Design Collaboration 

focuses on content availability and accessibility, with close attention 

to complete, accurate, and current information at each level of the 

design life cycle. Engineering Collaboration includes online access to 

engineering lots, wafer yields, wafer acceptance test (WAT) analysis, 

and quality reliability data. Logistics Collaboration provides access to 

data on any given wafer lot’s status in order, fabrication, assembly and 

testing, and shipping.

Customer Confidential Information Protection

Customer trust is one of TSMC’s core values. The trust between 

customers and TSMC is one of the major reasons that customers are 

willing to rely on TSMC for their wafer manufacturing. As a result, TSMC 

handles and protects customers’ confidential information with the 

highest standard.

4.2.1 Customer Service and Satisfaction

Customer Service

TSMC believes that providing superior customer service is critical to 

enhancing customer satisfaction and loyalty, which is very important 

to retaining existing customers, attracting new customers, and 
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TSMC is committed to customer proprietary information protection 

in order to protect customers’ interest. TSMC has formulated the 

“Proprietary Information Protection” (PIP) Policy that defines the 

confidential information management procedures and handling 

guidelines. PIP promotion and training programs are regularly 

conducted and required to every TSMC employee in order to reinforce 

the awareness and capability of proprietary information classification 

and handling. TSMC also regularly conducts internal audit as well as 

annual refreshment training for all employees to ensure the compliance 

of PIP policy.

TSMC’s daily operation workflow and system access privilege are based 

on the compliance of “Proprietary Information Protection” policy:

• TSMC implements data access control mechanism on all 

systems. Only customers and authorized TSMC employees with 

job requirements are allowed to access customer confidential 

information.

• TSMC continuously enhances web service security configuration with 

high security standard, such as multi-step authentication and multi-

layer firewalls, in order to protect confidential information from 

customers.

Customer Satisfaction

To assess customer satisfaction and to ensure that of our customers’ 

needs are appropriately understood, TSMC conducts the Annual 

Customer Satisfaction Survey (ACSS) with most active customers, 

either by web or interview, through an independent consultancy.

Complementary with the survey, Quarterly Business Reviews (QBRs) 

are also conducted by the customer service team so that customers 

can give feedback to TSMC on a regular basis. Through both surveys 

and intensive interaction with customers by our customer facing 

teams, TSMC is able to maintain close touch with customers for better 

service and collaboration.

Customer feedback is routinely reviewed and considered by executives 

and then developed into appropriate improvement plans, all-in-all 

becoming an integral part of the customer satisfaction process with 

a complete closed loop. TSMC has maintained a focus on customer 

survey data as one of our key indicators of corporate performance, 

not just of past performance but also as a leading indicator of future 

performance. TSMC has acted on the belief that customer satisfaction 

leads to loyalty, and customer loyalty leads to higher levels of retention 

and expansion.

■ Annual Customer Satisfaction Survey 
Customer Service Score Trend

2012 2013 2014

+0.1%

+2.3%

■ Quarterly Business Review (QBR) 
Customer Service Composite Index Trend

2012 2013 2014

+2.1%

+1.7%

4.2.2 Supplier Management 

4.2.2.1 Supply Chain Overview

The purchasing of TSMC can be broadly classified into six major 

categories—equipment, spare parts, raw materials, facilities, IT, and 

general affairs. To strengthen the collaboration with our suppliers, 

shorten product development lead time, and eliminate unnecessary 

costs in the supply chain for quality customer service, TSMC has been 

striving for localization for years and sharing the benefits with our 

suppliers in a win-win manner. For raw materials, the localization rate 

stood at 40% at the end of 2014. (Please refer to TSMC 2014 Annual 

Report Ch. 5.3.5 for more information about raw material suppliers 

�.) With this significant achievement, TSMC has created a substantial 
number of employment opportunities in Taiwan.Note: Customer Service Score (evaluated by customers for the service provided by TSMC's 

customer facing team)

Note: Customer Service Composite Index (scores from QBR Customer Service, Technology, 
Quality and Reliability)

http://www.tsmc.com/download/ir/annualReports/2014/english/annual2014e.pdf
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4.2.2.2 Supply Chain Management Focus and Achievements

Without supplier’s support, it is hard for TSMC to be successful in the process of leading-edge technology innovation and in challenging the limits of Moore’s Law again and again. Suppliers must acknowledge and collaborate 

with TSMC in the requirements of quality improvement, environmental protection, social responsibilities and sustainability. The focus and achievements of supply chain management in 2014 were as follows.

■ TSMC Material Source Profile
(According to 2012 Procurement Amount)

■ TSMC Material Source Profile
(According to 2013 Procurement Amount)

■ TSMC Material Source Profile
(According to 2014 Procurement Amount)

Category Goal Achievement

Supplier Continuous 
Quality Improvement

Ensuring supplier's acknowledgement of TSMC's 
quality standard, work out improvement targets 
together and establish quality system

• TSMC held an annual supplier quality forum on Apr. 18 and 25, 2014, a total of 59 suppliers (280 attendees) are invited to this event

Green Supply Chain Ensuring sustainability

• TSMC Fab15 participated in a Ministry of Economic Affairs project named “promotion of green growth industry” for counseling of green innovation system with six suppliers
• Six suppliers made significant progress on carbon reduction after counselled by TSMC, and 2 among them will apply for green-building certification in 2015
• Overall purchasing amount of supplies and equipment with eco-labels was more than NT$2.2 billion in 2014, reaching 51% of spending on computer servers, network 

equipment and office supplies

Supplier Chain Risk 
Management

Ensuring supply

• TSMC held the annual “Supply Chain ESH and RM forum” on November 21, 2014 
• Broadened "Supply Chain Risk Management Committee" and studying Business Continuity Plan for critical advanced materials
• Continuous reduced single supply risk, a total of 42 specific actions have been done
• Encourage local manufacturing continuously, and maintained local supply at 40%

(continues on next page)

EUR 3% Others 5%

USA 14%

TW 36%

JAPAN 42%

TW 41%

USA 13%

EUR 4%
Others 5%

JAPAN 37%

EUR 5%
Others 4%

USA 12%

TW 40%

JAPAN 39%
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Category Goal Achievement

Intensive Supplier 
Management, Auditing 
and Counseling

Ensuring the fulfillment on the requirements of quality, 
environmental protection and social responsibilities for 
advanced raw material suppliers

• TSMC sent experts to 12 suppliers for on-site counseling to improve their quality system in 2014
• Conducted 53 suppliers' on-site audits and a total of 979 actions for suppliers.  Up to Dec. 31, 2014, the action completion rate is around 85%

Better Supply Chain 
Transparency and 
Stronger Supplier 
Performance
Management

Improving supply chain transparency and inventory 
visibility so as to improve supplier's self-management 
capability

• Conducted 92 critical suppliers' performance measurement in 2014 (including 54 raw material suppliers, 30 facilities and AMHS suppliers, and 8 equipment suppliers)
• TSMC held the 14th annual Supply Chain Management forum on Dec. 4, 2014, over 500 suppliers participated in the forum and 9 outstanding equipment and materials suppliers 

awarded
• Over 3000 suppliers  (covered 80% spending amount) exchange information via TSMC new supply portal
• For internet security control, 100% supply online users completed fixed IP setup
• Critical supplier manufacturing site survey is on-going (completion rate 95%)

Sourcing Conflict-free 
Materials

Ensuring conflict-free supply chain

• Completed 2013 Form SD declaration
• Completed 14 suppliers CMRT v.3.02 survey, and disclosed 31 smelter's mine location 
• Completed sign-off form for conflict mineral suppliers
• TSMC held the 2nd conflict mineral supply chain management training for 34 supplier's representatives and TSMC subsidaries' buyers on Oct. 30, 2014

Complying "EICC Code 
of Conduct"

Joining EICC membership, and ensuring supplier's 
compliance of EICC code of conduct

• TSMC becomes EICC applicant in Dec., 2014

• Announced "Supplier Code of Conduct"  ( please refer to 4.3 EICC Membership �)

Continuous Improvement on Quality

With increasing challenge of the stability of advanced products, it 

becomes more important to improve supplier’s capability on quality 

management. TSMC has formed an expert team named “Supplier 

continuous quality enhancement task force” in 2014, including 121 

experts from Incoming Material Quality and Reliability, SPC, laboratory, 

modules, facilities, and material management division. Compared 

with 2013, people involvement in auditing increased 44% at TSMC. We 

conducted 75 site audits for critical suppliers including 65 local audits 

and 10 overseas audits around Japan, US and Korea. Once the significant 

deficiencies have been found, the expert team will set specific goals and 

a clear timeline for suppliers to improve. Through the counseling and 

continuous improvement, we believe our suppliers will meet TSMC’s 

standard day by day. As to Dec. 31, 2014, a total of 834 improvement 

items have been completed. As long as the supplier quality system 

improved and self-management capability strengthened, our product and 

process stability will be much more reliable.

TSMC held the annual supplier quality forum on Apr. 18 and 25, 2014, 

and a total of 59 suppliers (280 attendees) were invited. During the 

session, TSMC requested suppliers to conduct the comprehensive quality 

training and execution to ensure a stable and reliable supply chain. Even 

more practically, we sent experts to 12 suppliers for on-site counseling 

to improve their quality system.  This year, we plan to shift our focus 

to enhancing suppliers’ capability of self-management on quality. The 

“Corporate Synergy Development Center” will be invited to assist 2014 Annual Supplier Quality Forum
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TSMC to host a series of courses of “Quality Tool Kits Practice" for 

suppliers. We expect suppliers to grow together with TSMC through the 

training.

Green Supply Chain

• Developing Suppliers’ Green Standards 

TSMC is committed to building a “green supply chain”, 
attending to global environmental issues, and exerting its 
influence to encourage supply chain partners to follow.

• Our Assessment of Suppliers’ Green Performance Includes: 

- Code Compliance in Environmental Protection: Suppliers must 

comply with local government regulations, including air pollution 

control, water pollution control, waste, and resource management. 

If there are violations of law or regulations, suppliers must take 

corrective action. 

- Energy Saving and Carbon Reduction Management: Suppliers 

are required to collect carbon inventory data in their manufacturing 

plants, develop a product-based carbon footprint, and provide carbon 

reduction performance data. 

- Water Resources and Water Management: Suppliers are required 

to collect water inventory data in their manufacturing plants to 

establish a water footprint, and to provide a specific water resource 

management plan. 

- Green Products and Hazardous Substances Control Specification: 

In response to global hazardous substance controls and eco-friendly 

product specifications, we ask suppliers to comply with PFOS/PFOA/

RoHS/REACH and other global chemical control standards. 

- Waste Management: Suppliers need to continuously improve waste 

reduction performance and raise recycling and reuse ratios in their 

manufacturing facilities. 

- Tier-2 Suppliers’ Green Supply Chain: Suppliers must work with 

their upstream suppliers on environmental protection, reduction of 

carbon emissions, and water conservation related measures. 

- Environmental Management System and the Establishment of 

Environmental Objectives: Suppliers must have ISO 14001, RC 14001, 

Foundry

Product
Design

Logistics

or other relevant environmental management system certification. 

- Other Environmental Protection Standards: This includes the use 

of green procurement, adoption of green building designs, promotion 

of environmental education and others. 

• Requiring Raw Materials Suppliers to Eliminate Hazardous 

Substances 

TSMC promotes “green procurement” and requires raw materials 

suppliers to provide a statement to ensure that their products do not 

contain internationally banned hazardous substances harmful to the 

environment to ensure that products meet customer requirements 

such as the EU RoHS Directive. If significant deficiencies are found 

in supplier environmental audits, the supplier will be reviewed and 

asked to improve at a quarterly meeting chaired by a purchasing 

group manager. 

• Green Requirements for Process Tool Suppliers 

TSMC requires equipment suppliers to consider water, power, and 

material conservation when designing new generations of equipment, 

and also requires a long-term blueprint for carbon reduction and 

future environmental strategy. In addition, TSMC verifies that the 

energy performance of each tool meets or exceeds conditions set in 

the procurement contract after tool installation is completed.

Collaboration with Suppliers on Green

In 2014, TSMC’s Fab15 participated in a Ministry of Economic Affairs 

project named “Promotion of Green Growth Industry” for counseling of 

green innovation system with six suppliers. The purpose of the 

■ TSMC Works with Suppliers to Build a Green Supply Chain

Manufacturing

Green Building

Supply Chain Sustainability
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project is to reduce the environmental impact and reach the green 

innovation through assessment & improvement of energy conservation, 

green manufacturing process, the end-pipe pollutants treatment, 

environmental design, green management, social responsibility and 

green innovative thinking. 

After four months, TSMC and the Industrial Development Bureau under 

the Ministry of Economic Affairs held a seminar on December 15, 2014 

to share TSMC’s experiences on counseling of green innovation system 

and the promotion of suppliers’ green innovation. TSMC’s Fab15 was 

awarded clean production mark after the project finished. Six suppliers 

also made significant progress on carbon reduction and two of them 

will apply for green-building certification in 2015. 

Promoting Green Label Purchasing

TSMC encourages the use of computer servers, network equipment 

as well as office equipment and supplies with green labels, including 

computers and peripherals, recycled printer paper, recycled paper 

towels, and environmentally friendly cleaning supplies. In September 

2014, TSMC won the recognition of “Outstanding Performance in Green 

Label Purchasing” from the Environment Protection Administration. 

The overall purchasing amount of supplies and equipment with eco-

labels was more than NT$2.2 billion in 2014, reaching 51% of spending 

on computer servers, network equipment and office supplies.

TSMC and suppliers held performance presentation for green Innovation on 
December 15, 2015

TSMC received the award of 2014 Outstanding Performance in Green Label 
Purchasing from EPA

■ Supply Chain Risk Management 

Delivery

Quality

Business
and Cost

Financial

Sustainability
Integrated 
Supplier 

Caution Index 
Score

Risk Map

Poor Fair Good Excellent

Drive for Improvement
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• Code of Supply Chain Risk Management 

TSMC views supply chain risk management as part of the Company’s 

competitive advantage. In a globalized world, any major natural 

disaster or accident can have an impact on TSMC, so we pay close 

attention to any risk to our supply chain partners, and take the 

initiative to provide assistance when necessary. Our concerns include: 

– Business Continuity Plan: TSMC requires our suppliers to establish 

their own business continuity plans for a variety of potential natural 

or man-made threats. Appropriate plans, procedures, actions and 

periodic drills are required to ensure continuous operations and 

reduce the impact of accidents on TSMC. 

– Geographical Risk: TSMC analyses the geographic location of 

manufacturers in our global supply chain using mapping tools. When 

a major accident or natural disaster occurs around the world, we can 

immediately begin business continuity plans and take the initiative to 

provide our supplier business partners with the resources needed to 

resume production. 

– Earthquake Risk Management: TSMC proactively helps companies 

that need assistance by teaching them how to strengthen their anti-

earthquake engineering. 

– Climate Change Risk Management: Due to the increased risk of 

water shortage and flooding in recent years resulting from global 

climate change, we require our suppliers to prepare contingency 

plans, such as support from overseas production, to reduce the 

impact of such an event. 

– Fire Risk Management: TSMC strictly asks suppliers to obey local 

fire codes and maintain/test their fire protection systems carefully. 

We believe that fires can be prevented, and share our own loss 

prevention and fire protection management experience with our 

suppliers.

– General Environmental, Safety and Health Management: TSMC 

requires major suppliers to obtain OHSAS 18001 certification or other 

health and safety management system certification.

– New Influenza Pandemic Response and Prevention: TSMC shares 

its experience in corporate pandemic response and prevention with 

our major suppliers. 

– Transportation Risk: Suppliers must manage the quality of 

their transportation or logistic service and vehicles. In particular, 

appropriate training and contingency plans are required in the 

transport of dangerous or hazardous chemicals. 

– Suppliers’ Supply Chain Risk Management: In addition to requiring 

suppliers to manage their supply chain risk, we also require suppliers 

to have the ability to review their suppliers’ risk management and to 

enhance the reliability of the supply chain. 

– Interruption of Information Systems Risk Management: Some 

suppliers are highly dependent on IT systems in their production. 

TSMC asks that they have mechanisms for remote backup of 

information systems. Computer server rooms are also required 

to have fire and earthquake protection to reduce the impact of 

accidents. 

• Conducting Supply Chain Sustainability Risk Assessment 

TSMC has dealt with customers increased concerns in this area 

with its efforts on sustainable supply chain management in the past 

several years. Despite the difficult and forward-looking nature of 

some of our measures, we are dedicated to continuing our efforts. 

In 2009, TSMC developed a Sustainability Evaluation Score to assess 

suppliers’ supply chain risk and sustainability. We use this score, 

combined with delivery, quality, financial, operational, and other 

risks, to form a supply chain risk index. TSMC refers to these indices 

as an important basis for procurement strategy.

• Managing Contractors’ ESH

TSMC endeavors to be a good corporate citizen and meet its 

social responsibilities. We believe in going beyond providing a safe 

workspace for employees to establish a higher ESH standard with 

our partners in all industries. TSMC is committed to communicating 

with suppliers and contractors on environmental, safety, and health 

issues and encouraging them to improve their ESH performance. 

TSMC treats contractors like our employees and works together with 

them to adopt good safety protection, and leads members of our 

supply chain to reduce their environmental impact.

• Identifying High-risk Work for Priority Management

TSMC has established standards for high-risk work to strengthen 

contractor safety management. TSMC has been adopting high-risk 

work management and self-management to govern work performed 

by contractors since 2005. TSMC’s high-risk work 
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management classifies work that may cause injuries, casualties 

or major property damage as level-1 high-risk operations. These 

include work in confined spaces, work with electrical shock risk, 

hot work, or disconnection of gas or chemical piping. Work that 

may result in system shutdowns or production interruptions are 

classified as level-2 high-risk operations. TSMC explicitly defines 

safety precautions and control procedures to be taken by personnel 

according to different operations.

• Contractor OHSAS 18001 Requirement and Worker Skill Certification 

In terms of self-management, TSMC requires that contractors 

performing level-1 high-risk work must complete worker certification 

and establish their own OHSAS 18001 safety and health management 

system before they are eligible to bid on contracts. This self-

management is aimed at increasing contractors’ sense of ownership 

and responsibility with the goal of promoting safety awareness and 

technical improvement for all contractors in the industry. Workplace 

accidents have decreased by half since these requirements were 

implemented in 2005.

In addition to routine audits by third party certification agencies, TSMC 

has also conducted audits of OHSAS 18001-certified contractors since 

2008. If an audit finds that a contractor is not qualified, the contractor’s 

level-1 high-risk work qualification may be revoked. 

TSMC believes that we can help the community and the environment 

by leading our contractors to reach higher standards of environmental, 

safety, and health protection and create a better workplace.

• Mitigating Single Supply Risk

To reduce supply chain risk and actively manage cost, TSMC 

broadened “Supply Chain Risk Management Committee” in June, 

2014. Hundreds of members were involved, including members from 

Modules, Risk Managements, ESH, Material Management, Incoming 

Material Quality and Reliability and Technical Boards. We treated 

the 20nm team as the core and extended our tasks to 16nm, 28nm, 

4Xnm, 65nm and 90nm in parallel. The goal for the committee is 

not only to reduce single supply (including 2nd source development 

and 2nd plant evaluation), but also to expend the supplier’s capacity, 

continuously improve their quality, establish production profile and 

perform audits of high-risk facilities. For advanced materials' single 

supply risk mitigation, we successfully completed 42 activities, 

and we plan to complete more in 2015. In our opinion, supply chain 

resilience can only be improved considerably by working aggressively 

and collaboratively with our suppliers.  

Intensive Supplier Management, Auditing and Counseling 

•  Certification for Management Systems 

TSMC encourages its suppliers to be certified for ISO 14001, OHSAS 

18001 or other environmental and ESH management systems. 

•  Site Audit, Assistance & Improvement Follow-up

TSMC visits our suppliers and performs audits according to an 

annual plan. When special concerns arise from these audits, we 

work with suppliers to develop appropriate solutions and provide 

support to meet our expectations. These solutions are executed by 

specified sponsors with a clear goal and time frame.

On November 21, 2014, TSMC held the annual “Supply Chain ESH and 

RM forum” and invited suppliers’ managers who are in charge of ESH 

& RM to attend the forum. In the forum, we emphasized that local 

ESH codes’ compliance is the consensus of collaboration between 

TSMC and suppliers. TSMC briefed the new revised laws and shared 

the audit findings and improvement recommendations for developing 

ESH management ability and reaching the target of continuous 

enhancement of environmental performance.

TSMC also follows the improvement status of the suppliers whose 

quality, delivery and sustainability issues should be enhanced. TSMC 

also invites senior managers from some of our key suppliers to discuss 

the overall performance and asks continuous improvement to ensure 

suppliers can comply with TSMC’s requirements through semiannual or 

quarterly monitoring of key indicators through a scorecard and checklist.

In 2014, TSMC continued to audit main suppliers through 

questionnaires and site visiting. TSMC asked the top managers to 

promise the improvement of the audit findings related to environmental 

protection, safety and hygiene. TSMC also provided on-site assistance 

and experience sharing forum to promote their performance.  As an 

integral part of the overall supplier management process, TSMC has 

formed a consolidated audit task force and planned more than 80 audit 

trips for the calendar year of 2015 to ensure suppliers’ compliance 

with a multitude of standards, including those on labor, ethics, 

environmental, health, and safety.



Economic Dimension  54

Table of Contents

Overview 

1 Letter from the Chairman 

2 Stakeholder Engagement

3 Corporate Governance

4 Economic Dimension 

4.1  Company Profile

4.2  Customer Service and 

Supplier Management

4.3  EICC Membership

5 Environmental Dimension  

6 Social Dimension 

7 Appendix 

■ Consolidated Audit Scope & Focus

Category Member Audit Content 2014 Focus 2015 Focus

Quality IMQR/Module/FAC

Quality system ● ●

Process control ● ●

Facility control ● ●

SPC ● ●

Lab capability ◎ ◎

ESH ESH/RM/MSCM

Environmental regulation ● ●

Climate change X ◎

Green supply chain ◎ ●

Occupational safety & hygiene ◎ ●

Chemical hazard management ◎ ●

Fire protection ● ●

Labor & Ethics HR/Legal/MSCM

Labor policies
• Freely chosen employment 
• Child labor
• Working hours
• Wages and benefits
• Humane treatment
• Non-discrimination
• Freedom of association

◎ ●

Ethics standards
• Business integrity
• No proper advantage
• Disclosure of info
• IP
• Fair competition
• Protection of ID and non-retaliation 
• Privacy

◎ ●

SCRM/Conflict
Minerals Management

MSCM

Business continuity plan ◎ ●

Supplier capacity preparation ◎ ●

Inventory management ● ●

Conflict minerals
• Responsible Sourcing of Minerals

X ○

● Primary ◎ Secondary ○ Optional X Null Building Supply Chain Transparency and Strengthening Supplier 

Performance Management

• Intelligent Information

TSMC provides a brand new, comprehensive web-based service 

platform to collaborate with TSMC suppliers in 2014. It supports 

new supplier registration, business qualification, forecast, supply 

chain inventory visibility, eQuotation, purchasing orders processing, 

quality collaboration, delivery & shipment confirmation, and 

payment tracking for suppliers. This full-functional platform enables 

transactions and supply chain information to be managed in real 

time. TSMC has worked closely with raw material and spare parts 

suppliers to exchange inventory information, so that in-bound 

supply chain inventories are transparent and demand fluctuations 

can be detected in the early stage. TSMC encourages our suppliers 

to implement ePO, eInvoice, and advanced shipping notice and 

inventory information in an integrated platform. The platform 

speeds up information flow, increases people productivity, reduces 

human error, and decreases overall supply chain cost. More than 

three thousand suppliers use TSMC’s Supply Online system for data 

exchange, covering 80% of total spending amount. All these efforts 

mitigate the risk of supply interruption and prevent manufacturing of 

surplus materials.

• Strengthening Supplier Performance Management

TSMC focuses on supply chain sustainability management by setting 

ongoing targets and scoring suppliers on quality, cost, delivery, 

service and sustainability. TSMC periodically audits suppliers and 

encourages them to comply with TSMC’s purchasing strategies. In 

2014, TSMC continued its survey and performance measurement on 
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silicon wafers, reclaim wafers, gas, chemicals, quartz parts, masks 

and other raw materials suppliers, covering more than 90% of our 

total raw material purchase value. TSMC also encourages suppliers 

who collaborate with TSMC to diversify risk factors. We welcome all 

qualified suppliers to join and strengthen the TSMC supply chain.

• Recognizing Excellent Suppliers

TSMC held its 14th annual Supply Chain Management forum on Dec. 4, 

2014, and the theme of the forum was “Collaborate and Win Together”. 

To show appreciation for the support and contributions of its suppliers 

during the past year, TSMC recognized and awarded 9 outstanding 

equipment and materials suppliers. As usual, over 500 suppliers 

around the world in the fields of equipment, materials, packaging, 

testing, facilities, IT systems and services, and environmental and waste 

management services participated in the forum.  

TSMC President and Co-CEO Dr. Mark Liu shared the progress TSMC 

was making in the advanced technology nodes in the forum and 

highlighted some areas where TSMC needs to collaborate even more 

closely than before to overcome the challenges in the future so we can 

enjoy success together with our suppliers. 

TSMC’s Senior Vice President and Chief Information Officer Dr. Steve 

Tso updated the achievement and success of fast ramping for the 

advanced technology nodes during the past years. Dr. Tso recognized 

the contribution and support from our suppliers which requires the high 

level of trust basis for TSMC to have the unique collaboration model with 

suppliers and extends the Moore’s Law successfully in the future.  

Sourcing Conflict-free Materials 

TSMC is subject to the U.S. Securities & Exchange Commission (SEC) 

disclosure rule on conflict minerals released under Rule 13p-1 of the 

U.S. Securities Exchange Act of 1934. As a recognized global leader 

in the hi-tech supply chain, we acknowledge our corporate social 

responsibility to strive to procure conflict- free minerals in an effort to 

recognize humanitarian and ethical social principles that protect the 

dignity of all persons. Meanwhile, we have implemented a series of 

compliance safeguards in accordance with industry-leading practices 

such as adopting the due diligence framework in the OECD’s Model 

Supply Chain Policy for a Responsible Global Supply Chain of Minerals 

from Conflict-Affected and High Risk Areas issued in 2011.

TSMC is one of the strongest supporters of the Electronic Industry 

Citizenship Coalition (EICC) and the Global e-Sustainability Initiative 

(GeSI), and this will help our suppliers source conflict-free minerals 

through their jointly developed Conflict-Free Smelter Program (CFSP). 

We have asked our suppliers to disclose and timely update information 

on smelters and mines since 2011. We also encourage our suppliers 

to source minerals from facilities or smelters that have received a 

“conflict-free” designation by a recognized industry group (such as the 

EICC). We also require those who haven’t received such designation 
TSMC President and Co-CEO Dr. Mark Liu gave a keynote speech in 2014 TSMC 
14th Supply Chain Management Forum

to become compliant with CFSP or an equivalent third-party audit 

program. It is TSMC‘s goal to use conflict-free tantalum, tin, tungsten 

and gold in our products. We will continue to renew our supplier 

survey annually and require our suppliers to improve and expand their 

disclosure to fulfill regulatory and customer requirements. For further 

informationNote, please see our Form SD filed with the U.S. SEC. �

Establishing Conflict-free Supply Chain

On October 30 2014, TSMC held its second annual training seminar 

on compliance with conflict minerals law and practice which was 

attended by 34 representatives from our suppliers and subsidiaries.  

Throughout our communications with our suppliers, we have been 

stressing the importance of establishing a world class conflict minerals 

management system and policy for a 100% conflict-free supply chain.  

We expect our suppliers to not only assure truthful reporting about 

their sourcing of conflict minerals but also actively managing their 

supply chains in compliance with our policies and procedures. We 

will continue to renew our supplier survey annually to ensure a 100% 

conflict-free supply chain. In 2014 we have finished the review of CMRT 

3.02 provided by our 14 suppliers for the disclosure of 31 smelters 

for conflict minerals. According to the results so reviewed, all of our 

suppliers nor smelters have been providing conflict-free minerals to 

TSMC. We have also required suppliers to sign off on a representation 

letter to ensure the integrity of their disclosure.

To see the latest Form SD filed with the U.S. SEC, please go to http://

www.tsmc.com/english/investorRelations/sec_filings.htm � or www.

sec.gov � and search under the "Company Filings" section.

Note: For purposes of this section, “conflict-free” minerals refer to: (i) minerals 
that are derived from smelters (or other relevant sources) that have 
been validated by the EICC and GeSI CFSP (or an equivalent entity); or (ii) 
minerals that have been deemed as “DRC conflict free” (as defined under 
relevant law) under a country of origin reasonable inquiry determination 
and due diligence framework.

http://www.tsmc.com/english/investorRelations/sec_filings.htm
http://www.tsmc.com/english/investorRelations/sec_filings.htm
www.sec.gov
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4.3 EICC Membership

TSMC is committed to ensuring that working conditions in its supply 

chain are safe, that workers are treated with respect and dignity, and 

that business operations are environmentally responsible and conducted 

ethically. In reflection of this commitment, TSMC in December 2014 

became a member of the Electronic Industry Citizenship Coalition (EICC), 

the largest coalition of electronics companies committed to supporting 

the rights and wellbeing of workers and communities affected by the 

global electronics supply chain.

In addition to adopting the EICC Code of Conduct to measure the 

Company’s own continuous improvement in social, environmental, 

and ethical performance, TSMC will progressively apply the Code of 

Conduct to the Company’s major suppliers, supporting them with 

EICC tools and standards. As an integral part of the overall supplier 

management process, TSMC has planned more than 80 audit trips 

for the calendar year of 2015 to ensure suppliers’ compliance with a 

multitude of standards, including those on labor, ethics, environmental, 

health, and safety. It is worth pointing out that the vast majority of 

TSMC’s major suppliers are located in Japan, the United States, and 

Europe–developed regions generally associated with better social and 

environmental performance. As such, most of the audit resources 

and efforts will be expended on suppliers in Taiwan instead. For these 

suppliers, our assessment (based in part to the Taiwan Human Rights 

Report published by the U.S. Department of State) indicates the risks 

of child labor, restriction on the freedom of association, inhumane 

treatment of workers, etc., are not high. Instead, factors such as the 

ingrained culture of long working hours, the employment of foreign 

labor, and occasional environmental scandals perpetrated by local 

companies, are important considerations of the audit program. 

Associated audit findings and compliance gaps will be published in the 

CSR report in the following year.

Labor

• Freely Chosen Employment 
• Young Workers 
• Working Hours 
• Wages and Benefits 

• Humane Treatment 
• Non-Discrimination 
• Freedom of Association 

Health and Safety

• Occupational Safety 
• Emergency Preparedness 
• Occupational Injury and Illness 
• Industrial Hygiene 

• Physically Demanding Work 
• Machine Safeguarding 
• Sanitation, Food, and Housing 
• Health and Safety Communication 

Environmental

• Environmental Permits and Reporting 
• Pollution Prevention and Resource Reduction 
• Hazardous Substances 
• Wastewater and Solid Waste 

• Air Emissions 
• Materials Restrictions
• Storm Water Management 
• Energy Consumption and Greenhouse Gas Emissions 

Ethics

• Business Integrity 
• No Improper Advantage 
• Disclosure of Information 
• Intellectual Property 

• Fair Business, Advertising and Competition 
• Protection of Identity and Non-Retaliation 
• Responsible Sourcing of Minerals 
• Privacy

Management System

• Company Commitment 
• Management Accountability and Responsibility
• Legal and Customer Requirements 
• Risk Assessment and Risk Management 
• Improvement Objectives
• Training 

• Communication 
• Worker Feedback and Participation 
• Audits and Assessments
• Corrective Action Process 
• Documentation and Records 
• Supplier Responsibility 

The EICC Code of Conduct is a set of standards on social, 

environmental and ethical issues in the electronics industry supply 

chain and is in alignment with the UN Guiding Principles on Business 

and Human Rights, as well as key international human rights standards 

including the ILO Declaration on Fundamental Principles and Rights at 

Work and the UN Universal Declaration of Human Rights. The Code of 

Conduct contains provisions in the following areas:
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