











20

Financial Statements

Taiwan Semiconductor Manufacturing Company Limited

Balance Sheets (Unconsolidated)

December 31, 2007~2003

(In Thousands of New Taiwan Dollars)

2007 2006 2005 (Note) 2004 2003
ASSETS
CURRENT ASSETS
(ash and cash equivalents $ 72,422,102 100,139,709 85,383,583 65,531,818 98,288,002
Short-term investments, net - - - 52,979,095 12,559,019
Financial assets at fair value through profit or loss 42,083 44,601 1,380,905 - -
Available-for-sale financial assets 22,267,223 25,967,061 46,452,838
Held-to-maturity financial assets 11,526,946 8,510,823 602,509 - -
Note & accounts receivable 17,911,328 16,278,164 20,591,818 15,326,881 13,917,807
Receivables from related parties 26,701,648 16,869,509 21,050,604 16,136,039 14,830,758
Allowance for doubtful receivables (688,972) (690,931) (976,344) (980,461) (1,016,022)
Allowance for sales returns and others (3,856,685) (2,751,065) (4,269,969) (3,327,914) (2,126,025)
Other receivables from related parties 525,308 449,266 1,797,714 1,667,383 169,867
Other financial assets 331,698 653,460 1,106,030 2,080,640 543,750
Inventories, net 20,987,142 19,152,214 16,257,955 14,171,945 10,907,158
Deferred income tax assets 5,268,000 7,832,000 7,013,000 8,849,000 8,322,000
Prepaid expenses and other current assets 861,465 1,221,199 117,773 1,232,885 2,129,958
Total current assets 174,299,286 193,676,010 197,562,416 173,667,311 158,526,272
LONG-TERM INVESTMENTS
Investments accounted for using equity method 113,048,081 101,044,356 51,076,803 46,828,322 37,262,237
Available-for-sale financial assets 1,397,186 6,647,511 - - -
Held-to-maturity financial assets 8,697,726 28,973,495 28,775,308 - -
Financial assets carried at cost 748,160 712,843 807,490 772,634 703,116
Long-term bonds - - - 15,170,167 -
Other investments 10,521,740
Total long-term investments 123,891,153 137,378,205 80,659,601 73,292,863 37,965,353
PROPERTY, PLANT AND EQUIPMENT
Cost
Buildings 101,907,892 96,961,851 90,769,622 84,299,167 71,277,031
Machinery and equipment 589,131,625 527,850,728 459,850,773 390,719,215 332,252,225
Office equipment 9,167,107 8,659,225 7,850,035 7,041,132 6,180,495
Total costs 700,206,624 633,471,804 558,470,430 482,059,514 409,709,751
Accumulated depreciation (486,725,019) (417,467,250) (359,191,829) (300,006,201) (247,514,312)
Advance payments and construction in progress 21,082,953 12,230,805 14,867,032 45,923,087 26,091,313
Net property, plant and equipment 234,564,558 228,235,359 214,145,633 227,976,400 188,286,752
INTANGIBLE ASSETS
Goodwill 1,567,756 1,567,756 1,567,756 1,916,146 2,264,536
Deferred charges, net 1,172,413 5,593,068 6,681,144 8,845,144 7947331
Total intangible assets 8,740,169 7,160,824 8,248,900 10,761,290 10,211,867
OTHER ASSETS
Deferred income tax assets 7,241,933 5,761,127 6,759,955 1,645,003 1,070,596
Refundable deposits 2,741,538 1,306,234 83,642 85,413 177,379
Assets leased to others, net 61,411 67,145 72,879 78,613 84,347
Others 232,575 - 6,789 46,317 94,296
Total other assets 10,277,457 7,134,506 6,923,265 1,855,346 1,426,618
TOTAL ASSETS $ 551,772,623 573,584,904 507,539,815 487,553,210 396,416,862

(Continued)

2007 2006 2005 (Note) 2004 2003
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES
Financial liabilities at fair value through profit or loss $ 247,646 | § 10,751 | §$ 234,279 . -
Accounts payable 9,485,818 6,143,679 8,052,106 6,488,617 6,083,876
Payables to related parties 2,999,630 3,326,916 3,242,197 3,198,490 4,500,140
Income tax payable 10,977,963 7,850,418 3,815,888 379,903 127,103
Accrued expenses and other current liabilities 14,700,013 7,903,867 7,980,715 8,917,533 7,708,981
Payables to contractors and equipment suppliers 5.389,740 10,669,523 8,859,230 31,154,309 7,117,884
Current portion of long-term bonds payable - 7,000,000 - 10,500,000 5,000,000
Total current liabilities 43,800,810 42,905,154 32,184,415 60,638,852 30,537,984
LONG-TERM LIABILITIES
Bonds payable 12,500,000 12,500,000 19,500,000 19,500,000 30,000,000
Other long-term payables 1,501,462 1,271,896 1,511,100 1,934,968 3,300,829
Other payables to related parties - 403,375 1,100,475 2,317,972 -
Total long-term liabilities 14,001,462 14,175,271 22,111,575 23,752,940 33,300,829
OTHER LIABILITIES
Accrued pension cost 3,657,679 3,530,116 3,461,392 3,101,196 2,600,251
Guarantee deposits 2,240,677 3,809,961 2,892,945 412,393 763,489
Deferred credits 980,593 1,183,118 1,259,139 682,530 -
Total other liabilities 6,878,949 8,523,195 7,613,476 4,196,119 3,363,740
Total liabilities 64,681,221 65,603,620 61,909,466 88,587,911 67,202,553
SHAREHOLDERS' EQUITY
Capital stock - $10 par value
Common stock 264,271,037 258,296,879 247,300,246 232,519,637 202,666,189
Capital surplus 53,732,682 54,107,498 57,117,886 56,537,259 56,855,885
Retained eamings
Appropriated as legal capital reserve 56,406,684 43,705,711 34,348,208 25,528,007 20,802,137
Appropriated as special capital reserve 629,550 640,742 2,226,421 - 68,945
Unappropriated eamings 161,828,337 152,778,079 106,196,399 88,202,009 50,229,008
218,864,571 197,124,532 142,771,034 113,730,016 71,100,090
Others
Cumulative translation adjustments (1,072,853) (1,191,165) (640,742) (2,226,427 225,408
Unrealized gains on financial instruments 680,997 561,615 - - -
Unrealized loss on long-term investments - - - - (35)
Treasury stock (49,385,032) (918,075) (918,075) (1,595,186) (1,633,228)
(49,776,888) (1,547,625) (1,558,817) (3,821,613) (1,407,855)
Total Shareholders' Equity 487,091,402 507,981,284 445,630,349 398,965,299 329,214,309
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 551,772,623 $ 573,584,904 | §$ 507,539,815 487,553,210 396,416,862
Note: Balances for 2005 have been reclassified to conform to 2006 presentation. (Concluded)
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Taiwan Semiconductor Manufacturing Company Limited

Statements of income (Unconsolidated)

For the Years Ended December 31, 2007~2003

(In Thousands of New Taiwan Dollars, Except Earnings Per Shares)

2007 2006 2005 (Note 1) 2004 2003
GROSS SALES $ 319,167,299 | § 319,210,148 | §$ 270,315,064 | $ 260,726,896 | $ 206,157,918
SALES RETURNS AND ALLOWANCES 5,519,655 5328513 5,726,700 4,734,469 4,253,577
NET SALES 313,647,644 313,881,635 264,588,364 255,992,427 201,904,341
COST OF SALES 176,223,224 164,163,235 149,344,315 145,831,843 129,012,704
GROSS PROFIT 137,424,420 149,718,400 115,244,049 110,160,584 72,891,637
UNREALIZED GROSS PROFIT FROM AFFILIATES 265,106
REALIZED GROSS PROFIT 137,159,314 149,718,400 115,244,049 110,160,584 72,891,637
OPERATING EXPENSES
Research and development 15,913,834 14,601,385 13,395,801 12,516,434 12,712,695
General and administrative 7,660,776 7,190,422 7,485,011 9,367,010 6,337,845
Marketing 1,332,657 1,626,734 1,349,413 1,454,362 1,193,520
Total Operating Expenses 24,907,267 23,418,541 22,230,225 23,337,806 20,244,060
INCOME FROM OPERATIONS 112,252,047 126,299,859 93,013,824 86,822,778 52,647,577
NON-OPERATING INCOME AND GAINS
Equity in eamings of equity method investees, net 5,468,230 5,526,727 - 4,040,319 791,424
Interest income 2,634,636 3,382,868 2,506,769 1,687,681 819,377
Settlement income 985,114 967,506 950,046 - -
Technical service income 712,162 670,297 491,267 423,804 209,764
Rental income 368,748 224,281 - - -
Gain on disposal of property, plant and equipment and
other assets 305,201 596,459 494,374 164,147 438,804
Gain on sales of investments, net - - - 90,319 114,817
Valuation gain on financial instruments, net - 33,850 - - -
Foreign exchange gain, net 71,128 - 2,572,560 - -
Others 289,479 194,739 366,344 378,778 291,613
Total non-operating income and gains 10,834,698 11,596,727 7,381,360 6,785,048 2,605,799
NON-OPERATING EXPENSES AND LOSSES
Provision for litigation loss 1,008,635 - - - -
Interest expense 584,736 661,200 1,180,484 1,278,072 1,576,343
Equity in losses of equity method investees, net - - 1,052,045 - -
Loss on disposal of property, plant, and equipment and
other assets 43814 240,985 59,992 107,722 373,472
Loss on idle assets - 44,072 131,849 - 1,401,585
Amortization of premium expense from option contracts,
net - - - - 153,783
Loss on settlement and disposal of financial instruments,
net 413,809 1,623,882 3,742,312 - -
Foreign exchange loss, net - 412,726 - 323,080 755,713
Valuation loss on financial instruments, net 239,413 - 337,160 - -
Casualty loss, net - - - - -
Others 83,932 107,222 71919 120,368 24,205
Total non-operating expenses and losses 2,335,339 3,090,087 6,575,761 1,829,242 4,285,101
INCOME BEFORE INCOME TAX 120,751,406 134,806,499 93,819,423 91,778,584 51,028,275
INCOME TAX BENEFITS (EXPENSES) (11,574,313) (7,550,582) (244,383) 537,531 (3,769,575)
NET INCOME BEFORE CUMULATIVE EFFECT OF CHANGES IN
ACCOUNTING PRINCIPLES 109,177,093 127,255.917 93,575,035 92,316,115 47,258,700
CUMULATIVE EFFECT OF CHANGES IN ACCOUNTING
PRINCIPLES, NET OF TAX BENEFIT OF NT$82,062
THOUSAND - (246,186)
NET INCOME $ 109,177,093 | § 127,009,731 $ 93,575,035 | § 92316115 | § 47,258,700
EARNINGS PER SHARE (Note 2)
Basic earnings per share $ 414 | § 482 | $ 355 | $ 350 | $ 1.78
Diluted earnings per share $ 414 | § 481 | § 355 | $ 350 | § 1.78

Note 1: Balances for 2005 have been reclassified to conform to 2006 presentation.

Note 2: Retroactively adjusted for all suk stock dividends and employee stock bonuses.
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Taiwan Semiconductor Manufacturing Company Limited

Statements of Cash Flows (Unconsolidated)

For the Years Ended December 31, 2007~2003

(In Thousands of New Taiwan Dollars)

2007 2006 2005 (Note) 2004 2003
CASH FLOWS FROM OPERATING ACTIVITIES
Net income 109,177,093 127,009,731 93,575,035 92,316,115 | § 47,258,700
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation and amortization 72,820,579 66,699,455 67,991,423 63,072,140 61,786,114
Unrealized gross profit from affiliates 265,106 - - - -
Deferred income taxes 1,083,194 179,828 (3,278,952) (1,101,407) 3,639,971
Equity in losses (earnings) of equity method investees,
net (5,468,230 (5,526,727) 1,052,045 (4,040,319) (791,424)
Amortization of premium/discount from long-term bond
investments, net - - - 28,673
Amortization of premiumy/discount of financial assets (117,159) 2,399 120,872 - -
Loss (Gain) on sales of long-term investments, net - (2,216) (79,149)
Gain on disposal of investments accounted for using
equity method investees, net (26,031) (583)
Gain on disposal of financial assets carried at cost, net 212) (2,919)
Loss (Gain) on disposal of property, plant and equipment
and other assets, net (300,387) (355,474) (434,382) (56,425) 1,336,253
Loss (Gain) on disposal of available-for-sale financial
assets, net (271,094) 485 150,081
Loss on impairment of financial assets carried at cost - 36,608 -
Donation of idle assets - 7,207
Loss on idle assets - 44,072 131,849
Dividends received from equity method investees 677,147 626,367 668,464
Changes in operating assets and liabilities:
Decrease (increase) in:
Financial assets and liabilities at fair value through
profit or loss 239,413 1,112,776 10,739 -
Receivables from related parties (9,832,139) 4,181,095 (4,914,565) (1,301 979) (4,784,365)
Notes & accounts receivable (1,633,164) 4,313,654 (5.264,937) (1,409,074) (4,402,426)
Allowance for doubtful receivables (1,959 (285,413) 4,117) (35,561) 86,158
Allowance for sales returns and others 1,105,620 (1,518,904) 942,055 1,201,889 (237,042)
Inventories, net (1,834,928) (2,894,259) (2,086,010) (3,264,787) (566,822)
Prepaid expenses and other current assets 605,454 836,884 (1,263,179) (606,189) 317,856
Increase (decrease) in:
Accounts payable 3,342,139 (1,908,427) 1,563,489 404,741 1,234,642
Payables to related parties (327,286) (612,381) (1,224,371) (1,771,144) 2,033,142
Accrued pension cost 127,563 68,724 360,196 500,945 389,709
Income tax payable 3,127,545 4,034,530 3,435,985 252,800 -
Accrued expenses and other liabilities 1,332,485 61,517 (905,549) (507,984) 1,447,119
Net cash provided by operating activities 174,116,992 196,080,297 150,629,876 143,680,218 108,668,436
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:
Available-for-sale financial assets (9,547,253) (98,679,832) (99,436,242)
Held-to-maturity financial assets - (18,554,027) (14,199,142)
Financial assets carried at cost (36,333) (12,940) (48,536)
Investments accounted for using equity method (7,358,685) (5,515,466) (3,392,619 - -
Property, plant and equipment (81,303,047) (77,215,81 1) (73,659 OM) (76,171,356) (37,247,465)
Long-term investments - (30,290,982) (3,006,374)
Proceeds from disposal or redemption of:
Available-for-sale financial assets 18,844,520 73,212,019 101,609,384
Held-to-maturity financial assets 17,325,120 10,410,000 14,595,394
Financial assets carried at cost 71,191 16,599
Investments accounted for using equity method 37,946 65,076 - -
Long-term investments - - - 1,822 476,405
Property, plant and equipment and idle assets 54,509 1,277,729 2,087,236 1,713,934 177,307
Decrease (increase) in short-term investments, net - - (43,822,489) (12,529,448)
Proceeds from retum of capital by investee 433,551 162,354 - - -
Increase in deferred charges (2,685,610 (1,272,355) (847,721) (2,404,130) (2,137,932)
Decrease (increase) in other assets (1,667,879) (1,222,592) 1,771 91,966 375,340
Net cash used in investing activities (65,941,107 (117,301,784 (73,207,814) (150,875,235) (53,892,167)
(Continued)

2007 2006 2005 (Note) 2004 2003
CASH FLOWS FROM FINANCING ACTIVITIES
Cash dividends $ (77,489,064) (61,825,061) (46,504,097) (12,159,971)
Repurchase of treasury stock (45,413,373) - - (7,059,798) -
Repayment of bonds payable (7,000,000) - (10,500,000) (5,000,000) (4,000,000)
Cash bonus paid to employees (4,572,798) (3,432,129 (3,086,215) (681,628)
Increase (decrease) in guarantee deposits (1,569,284) 917,016 2,480,552 (351,096) (63 577)
Cash dividends paid for preferred stocks - (184,493) (455,000)
Preferred stock redemption - - - (13,000,000)
Bonus to directors and supervisors (285,800) (257,410) (231,466) (127,805) (58,485)
Others 436,827 575,197 270,929 3,624
Net cash used in financing Activities (135,893,492) (64,022,387) (57,570,297 (25,561,167) (18,145,062)
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS (27,717,607) 14,756,126 19,851,765 (32,756,184) 36,631,207
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 100,139,709 85,383,583 65,531,818 98,288,002 61,656,795
CASH AND CASH EQUIVALENTS, END OF YEAR $ 72,422,102 100,139,709 85,383,583 65,531,818 98,288,002
SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION
Interest paid $ 661,200 661,200 1,212,449 1,304,621 1,652,579
Income tax paid $ 7,330,401 3,189,528 87,351 309,522 2,500
Acquisitions of property, plant, and equipment $ 76,023,264 79,026,104 51,363,935 100,207,781 30,360,966
Decrease (increase) in payables to contractors and
equipment suppliers 5,279,783 (1,810,293) 22,295,079 (24,036,425) 6,886,499
Cash paid $ 81,303,047 77,215,811 73,659,014 76,171,356 37,247,465
Repurchase of treasury stock $ 48,466,957
Increase in accrued expenses and other current liabilities (3,053,584)
Cash paid $ 45413,373
NON-CASH INVESTING AND FINANCING ACTIVITIES
Current portion of bonds payable $ 7,000,000 10,500,000 5,000,000
Current portion of other payables to related parties
(under payables to related parties) $ 688,591 693,956 469,494
Current portion of other long-term payables (under
accrued expenses and other current liabilities) $ 3,673,182 617,892 869,072 1,505,345 1,591,972
Redlassification of long-term investments to short-term
investments $ 29,571
Redlassification of short-term investments to long-term
investments $ 3,402,413
Transfer of available-for-sale financial assets and other
net assets to investments accounted for using equity
method $ 39,687,637
Note: Balances for 2005 have been reclassified to conform to 2006 presentation. (Concluded)
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Taiwan Semiconductor Manufacturing Company, Ltd. and Subsidiaries

Balance Sheets (Consolidated)

December 31, 2007~2003

(In Thousands of New Taiwan Dollars)

2007 2006 2005 (Note) 2004 2003
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 94,986,488 117,837,192 96,483,707 74,302,351 102,988,896
Short-term investments, net - - - 54,107,951 13,611,536
Financial assets at fair value through profit or loss 1,632,387 1,206,854 1,770,445 - -
Available-for-sales financial assets 66,688,368 67,523,858 46,452,838
Held-to-maturity financial assets 11,526,946 8,510,823 602,509 - -
Receivable from related parties 10,885 252,339 693,266 654,377 920,444
Notes and accounts receivable 47,204,126 34,957,650 43,082,275 31,214,423 28,505,162
Allowance for doubtful receivables (701,807) (749,888) (980,594) (982,843) (1,020,398)
Allowance for sales returns and others (4,089,035) (2,870,802) (4,317,413) (3,342,450 (2,135,843)
Other receivables from related parties 243,620 256,863 597,910 141,578 131,731
Other financial assets 1,515,527 2,356,542 1,617,797 2,212,371 1,373,705
Inventories, net 23,862,260 21,430,728 17,728,303 15,555,937 12,135,324
Deferred income tax assets, net 5,572,334 8,013,992 7,149,306 8,917,986 8,398,205
Prepaid expenses and other current assets 1,370,230 1,591,017 1,420,441 1,667,401 1,632,908
Total current assets 249,822,329 260,317,168 212,300,790 184,449,082 166,541,670
LONG-TERM INVESTMENTS
Investment accounted for using equity method 22,517,289 15,000,891 10,287,424 9,143,612 7,255,239
Available-forsales financial assets 1,400,691 6,648,485 117,247 - -
Held-to-maturity financial assets 8,697,726 28,973,495 28,775,308
Financial assets carried at cost 3,845,619 3,272,280 3,202,515 - -
Cost method - - - 3,266,330 3,492,775
Long-term bonds 15,170,167 -
Other investments 10,521,740
Total long-term investments 36,461,325 53,895,151 42,382,494 38,101,849 10,748,014
PROPERTY, PLANT AND EQUIPMENT
Cost
Land and land improvements 942,197 844,644 851,225 803,508 855,394
Buildings 118,640,027 112,595,124 105,832,028 97,882,699 79,778,533
Machinery and equipment 646,419,427 579,825,289 510,922,064 433,130,364 371,315,729
Office equipment 11,829,640 10,646,725 9,670,611 8,538,225 7,457,538
Leased assets 652,296 612,941 597,669 566,243 726,585
778,483,587 704,524,723 627,873,597 540,921,039 460,133,779
Accumulated depreciation (540,099,567) (463,038,084) (398,124,607) (331,253,866) (275,013,069)
Advance payments and construction in progress 21,868,167 12,607,551 15,074,302 49,244,153 26,733,553
Net property, plant and equipment 260,252,187 254,094,190 244,823,292 258,911,326 211,854,263
INTANGIBLE ASSETS
Goodwill 5,987,582 5,984,993 6,010,601 7,115,510 8,720,917
Deferred charges, net 7,923,601 5936915 7,006,250 8,992,452 7,992,016
Total intangible assets 13,911,183 11,921,908 13,016,851 16,107,962 16,712,933
OTHER ASSETS
Deferred income tax assets, net 7,313,283 5,802,142 6,788,418 1,649,979 1,111,367
Refundable deposits 2,777,769 1,331,245 106,802 106,448 199,522
Others 327,150 123,355 90,942 127,445 232,762
Total other assets 10,418,202 7,256,742 6,986,162 1,883,872 1,543,651
TOTAL $ 570,865,226 587,485,159 519,509,589 499,454,091 407,400,531
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2007 2006 2005 (Note) 2004 2003
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES
Short-term bank loans $ - - 328,500 383,004 407,736
Financial liabilities at fair value through profit or loss 249,313 10,864 234,279 - -
Notes and accounts payable 11,574,882 7,934,388 9,421,452 7,264,419 6,438,604
Payable to related parties 1,503,376 1,867,728 1,743,069 2,217,815 3,248,289
Income tax payable 11,126,128 7,946,473 4,015,451 403,955 137,429
Accrued expenses and other current liabilities 17,714,763 11,328,350 10,307,951 9,722,413 7,956,762
Payable to contractors and equipment suppliers 6,256,732 10,768,591 9,066,036 33,427,702 7,232,103
Current portion of bonds payable and long-term liabilities 280,813 7,004,137 5489 10,500,000 5,000,000
Total current liabilities 48,706,007 46,860,531 35.122,227 63,919,308 30,420,923
LONGTERM LIABILITIES
Bonds payables 12,500,000 12,500,000 19,500,000 19,500,000 30,000,000
Long-term bank loans 1,722,196 653,959 663,140 1,915,020 8,800,302
Other long-term payables 9,409,978 8,703,267 8,548,887 7,964,975 3,300,829
Other payables to related parties - 403,375 1,100,475 2,317,972 -
Obligations under capital leases 652,296 612,941 597,669 566,243 726,585
Total long-term liabilities 24,284,470 22,873,542 30,410,171 32,264,210 42,821,716
OTHER LIABILITIES
Accrued pension cost 3,665,522 3,540,060 3,474,384 3,101,707 2,601,450
Guarantee deposits 2,243,009 3,817,132 2,896,430 412,881 763,889
Deferred credits 1,236,873 1,177,138 1,343,959 704,991 -
Others 43,774 78,640 23,710 9,958 1,483,245
Total other liabilities 7,189,178 8,612,970 7,738,483 4,229,537 4,848,584
Total Liabilities 80,179,655 78,347,043 73,270,881 100,413,055 78,097,223
EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF PARENT
Capital stock - $10 par value
Common stock 264,271,037 258,296,879 247,300,246 232,519,637 202,666,189
Capital surplus 53,732,682 54,107,498 57,117,886 56,537,259 56,855,885
Retained eamings
Appropriated as legal capital reserve 56,406,684 43,705,711 34,348,208 25,528,007 20,802,137
Appropriated as special capital reserve 629,550 640,742 2,226,427 - 68,945
Unappropriated eamings 161,828,337 152,778,079 106,196,399 88,202,009 50,229,008
218,864,571 197,124,532 142,771,034 113,730,016 71,100,090
Others
Cumulative translation adjustments (1,072,853) (1,191,165) (640,742) (2,226,427 225,408
Unrealized gain on financial instruments 680,997 561,615 - - -
Unrealized loss on long-term investments - - - - (35)
Treasury stock (49,385,032) (918,075) (918,075) (1,595,186) (1,633,228)
(49,776,888) (1,547,625) (1,558,817) (3,821,613) (1,407,855)
Equity attributable to shareholders of the parent 487,091,402 507,981,284 445,630,349 398,965,299 329,214,309
MINORITY INTERESTS 3,594,169 1,156,832 608,359 75,737 88,999
Total Shareholders' Equity 490,685,571 509,138,116 446,238,708 399,041,036 329,303,308
TOTAL $ 570,865,226 587,485,159 519,509,589 499,454,091 407,400,531
Note: Balances for 2005 have been reclassified to conform to 2006 presentation. (Concluded)
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Taiwan Semiconductor Manufacturing Company, Ltd. and Subsidiaries

Statements of Income (Consolidated)

For the Years Ended December 31, 2007~2003

(In Thousands of New Taiwan Dollars, Except for Earnings Per Share)

2007 2006 2005 (Note 1) 2004 2003
GROSS SALES $ 328336172 | § 322,883499 | § 271,801,696 | $ 261,947,351 | § 207,279,137
SALES RETURNS AND ALLOWANCES 5,705,576 5,476,328 5,236,626 4,734,733 4,282,325
NET SALES 322,630,596 317,407,171 266,565,070 257,212,618 202,996,812
COST OF SALES 180,280,385 161,597,081 148,362,196 141,393,435 128,113,334
GROSS PROFIT 142,350,211 155,810,090 118,202,874 115,819,183 74,883,478
OPERATING EXPENSES
Research and development 17,946,322 16,076,432 14,016,506 12,516,434 12,712,695
General and administrative 8,963,836 8,716,653 9,085,536 11,454,374 8,199,965
Marketing 3,718,146 3,752,311 4132273 3,366,701 2,670,237
Total operating expenses 30,628,304 28,545,396 27,234,315 21,337,509 23,582,897
INCOME FROM OPERATIONS 111,721,907 127,264,694 90,968,559 88,481,674 51,300,581
NON-OPERATING INCOME AND GAINS
Interest income 5,651,700 4,542,149 2,806,226 1,783,693 888,107
Equity in eamings of equity method investees, net 2,507,869 2,347,153 1,433,226 2,094,137 -
Settlement income 985,114 979,214 964,710 -
Gain on settlement and disposal of financial instruments, net 633,109 - - - -
Technical service income 590,391 571,500 462,624 423,804 209,764
Rental income 378,643 224,290 847 - -
Subsidy income 364,321 334,478 321,850
Valuation gain on financial instruments, net 304,578 - -
Gain on disposal of property, plant and equipment and
other assets 91,210 421,051 342,756 242,785 438,809
Foreign exchange gain, net 80,922 - 2,609,979 - -
Gain on sales of investments, net - - - 914,541 3,538,081
Others 345,946 285,757 457,142 556,598 594,551
Total non-operating income and gains 11,933,803 9,705,592 9,399,360 6,015,558 5,609,312
NON-OPERATING EXPENSES AND LOSSES
Provision for litigation loss 1,008,635 - - - -
Interest expense 842,242 890,602 1,413374 1,454,242 1,891,009
Valuation loss on financial instruments, net - 812,937 337,160 - -
Loss on settlement and disposal of finandial instruments, net - 798,610 3,602,799 - -
Foreign exchange loss, net - 400,863 - 382,164 755,100
Loss on impairment of financial assets 54,208 279,690 128,900 - -
Loss on disposal of property, plant and equipment 6,190 241,397 60,109 131,148 478,740
Loss on idle assets - 44,0M2 131,849 - 1,401,585
Investment loss recognized by equity method, net - - 294,244
Premium expense from option contracts, net - - - - 153,783
Unrealized valuation loss of short-term investments - - - 75212 -
Loss on impairment of long-term investments - - - 350,608 652,718
Others 102,409 139,907 430,481 138,271 164,069
Total non-operating expenses and losses 2,013,684 3,608,078 6,104,672 2,531,645 5.791,248
INCOME BEFORE INCOME TAX 121,642,026 133,362,208 94,263,247 91,965,587 51,178,645
INCOME TAX BENEFIT (EXPENSE) (11,709,626) (7,773,711) (630,579) 363,426 (3,922,957)
NET INCOME BEFORE CUMULATIVE EFFECT OF CHANGES IN
ACCOUNTING PRINCIPLES 109,932,400 125,588,497 93,632,668 92,329,013 47,255,688
CUMULATIVE EFFECT OF CHANGES IN ACCOUNTING
PRINCIPLES, NET OF TAX BENEFIT OF NT$82,062
THOUSAND - 1,606,749
NET INCOME $ 109,932,400 | § 127,195,246 | § 93,632,668 | § 92,329,013 | § 47,255,688
ATTRIBUTABLE TO:
Shareholders of the parent $ 109,177,093 | §$ 127,009,731 | § 93,575,035 | § 92,316,115 | § 47,258,700
Minority interest 755,307 185,515 57,633 12,898 (3,012)
$ 109,932,400 | § 127195246 | § 93,632,668 | § 92,329,013 | § 47,255,688
EARNINGS PER SHARE (Note 2)
Basic eamnings per share $ 414 1§ 482 | $ 355 | § 350 | § 1.78
Diluted earnings per share $ 414 1§ 481 | §$ 355 | § 350 | § 1.78

Note 1: Balances for 2005 have been reclassified to conform to 2006 presentation.

Note 2: Retroactively adjusted for all sut stock dividends and employee stock bonuses.
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Taiwan Semiconductor Manufacturing Company, Ltd. and Subsidiaries

Statements of Cash Flows (Consolidated)

For the Years Ended December 31, 2007~2003

(In Thousands of New Taiwan Dollars)

2007 2006 2005 (Note) 2004 2003
CASH FLOWS FROM OPERATING ACTIVITIES
Net income attributable to shareholders of the parent 109,177,093 127,009,731 93,575,035 92,316,115 47,258,700
Net income attributable to minority interests 755,307 185,515 57,633 12,898 (3,012)
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation and amortization 80,005,395 73,715,242 75,649,429 69,818,457 69,161,317
Amortization of premiumy/discount of financial assets (117,159) 2,399 120,872 - -
Loss on impairment of financial assets 54,208 279,690 128,900 350,608 652,718
Loss (gain) on disposal of available-for-sale financial
assets, net (610,167) (90,826) 150,081 - -
Equity in eamnings of equity method investees, net (2,507,869) (2,347,153) (1,433,226) (2,094,137) 294,244
Dividends received from equity method investees 625,130 614,567 668,464 -
Gain on disposal of investments accounted for using
equity method - - (583)
Gain on disposal of financial assets carried at cost, net (264,503) (16,210) (14,721)
Gain on disposal of property, plant and equipment and
other assets, net (85,020) (179,654) (282,647) (111,637) (64,683)
Deferred income taxes 943,797 121,590 (3,353,013) (1,058,393) 3,665,383
Loss on idle assets 44,072 131,849 - 1,506,199
Donation of idle assets 7,207
Amortization of premiumydiscount of long-term bond
investments 28,673 -
Gain on sales of long-term investments, net (85,203) (78,694)
Changes in operating assets and liabilities:
Decrease (increase) in:
Financial assets and liabilities at fair value through
profit or loss (187,084) 340,176 72,842 - -
Receivable from related parties 629,467 440,927 (101,915) 266,067 (544,764)
Notes and accounts receivable (12,134,176) 8,124,625 (11,572,809) (2,709,261) (8,914,220
Allowance for doubtful receivables (48,126) (230,706) (3,145) (37,555) 87,405
Allowance for sales returns and others 1,205,277 (1,446,611) 974,963 1,206,607 (236,672)
Other receivables from related parties 13,243 341,047 (87,979 (9,847) (67,752)
Other financial assets 842,136 (738,745) (305,881) (777,100 (347,161)
Inventories, net (2,226,106) (3,702,425) (2,006,165) (3,420,613) (933,878)
Prepaid expenses and other current assets 290,434 (170,576) 119,985 (34,493) 605,001
Increase (decrease) in:
Notes and accounts payables 3,218,255 (1,487,064) 2,088,582 825,815 1,300,012
Payable to related parties (375,731) (572,441) (1,629,217) (1,499,968) 1,472,140
Income tax payable 3,179,655 3,931,022 3,611,486 266,526 127,103
Accrued expenses and other current liabilities 913,872 862,428 181,748 (602,911) 707,838
Accrued pension cost 125,462 65,676 360,128 500,257 389,890
Deferred credits 343,878 (99,310) 117,335 - -
Net Cash Provided by Operating Activities 183,766,668 204,996,986 157,225,238 153,150,905 116,037,114
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of :
Available-for-sale financial assets (87,550,197 (119,291,685) (99,436,242)
Held-to-maturity financial assets - (18,554,027 (14,199,142)
Investments accounted for using equity method (5,803,826) (2, 613 ,009) (621,883)
Financial assets carried at cost (911,323) 11,632) (456,897) - -
Long-term investments - (23,054,379) (1,412,335)
Property, plant and equipment (84,000,985) (78,737,265) (79,878,724) (81,094,557) (37,870,907)
Proceeds from sales of:
Available-for-sale financial assets 94,908,666 91,620,367 102,577,763
Held-to-maturity financial assets 17,325,120 10,410,000 14,595,394
Financial assets carried at cost 410,465 126,465 76,186
Investments accounted for using equity method 65,076 - -
Long-term investments - - 165243 505,702
Property, plant, and equipment and other assets 60,535 518,705 480,707 1,812,633 177,312
Increase in short-term investments - - (43,554,878) (13,326,339)
Increase in deferred charges (3,059, 155) (1,414,742) (855,967) (2,405,673) (2,138,087
Decrease (increase) in refundable deposits (1,434,895) (1,224,443) m 93,074 357,744
Net cash paid for acquisition of subsidiaries (404,445) - - - -
Decrease (increase) in other assets (228,747) (52,086) 4 51,604 4,610
Net Cash Used in Investing Activities (70,688,787) (119,723,352) (77,652,217) (147,986,933) (53,702,300

(Continued)

2007 2006 2005 (Note) 2004 2003
CASH FLOWS FROM FINANCING ACTIVITIES
Increase (decrease) in short-term bank loans $ (89,720 (328,500) (54,504) (309,807)
Increase (decrease) in long-term bank loans 653,000 - - -
Repayments of:
Bonds payable (7,000,000) - (10,500,000 (5,000,000) (4,000,000)
Long-term bank loans (196,173) (5,489) (1,337,489) (6,656,152) (8,915,557)
Increase (decrease) in guarantee deposits (1,574,131) 920,702 2,483,549 (351,008) (631,177)
Cash dividends (77,387,302) (61,742,741 (46,419,812) (12,137,190 -
Cash bonus paid to employees (4,572,798) (3,432,129 (3,086,215) (681,628) -
Bonus to directors and supervisors (285,800) (257,410 (231,466) (127,805) (58,485)
Repurchase of treasury stock (45,413,373) - - (7,059,798) -
Proceeds from:
Exercise of employee stock options 436,827 575,197 270,929 3,624 -
Disposal of treasury stock - - 899,489 39,906 300,284
Increase (decrease) in minority interests 19,004 487,017 6,832 (26,160) (3,487)
Cash dividends paid for preferred stocks (184,493) (455,000)
Preferred stock redemption - - - - (13,000,000)
Net Cash Used in Financing Activities (135,410,466) (63,783,353) (57,968,687) (32,180,704) (27,073,229)
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS (22,332,585) 21,490,281 21,604,334 (27,016,732) 35,261,585
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND
CASH EQUIVALENTS (518,119) (136,796) 348,921 (1,669,813) (62,893)
EFFECT OF FIRST INCLUSION FOR CONSOLIDATION OF
CERTAIN SUBSIDIARIES 228,101
CASH AND CASH EQUIVALENTS, BEGINNING OF THE YEAR 117,837,192 96,483,707 74,302,351 102,988,896 67,790,204
CASH AND CASH EQUIVALENTS, END OF THE YEAR $ 94,986,488 117,837,192 96,483,707 74,302,351 102,988,896
SUPPLEMENTAL INFORMATION
Interest paid $ 922,079 951,450 1,378,610 1,470,333 1,982,594
Income tax paid $ 1,585,721 3,630,029 341,671 389,189 218,954
INVESTING ACTIVITIES AFFECTING BOTH CASH AND
NON-CASH ITEMS
Acquisition of property, plant and equipment $ 78,889,954 80,675,310 56,166,205 113,043,552 31,697,495
Decrease (increase) in payables to contractors and
equipment suppliers 5,111,031 (1,702,555) 24,361,666 (26,195,599) 6,899,997
Increase in other long-term payables (235,490 (649,147) (5,913,737) (726,585)
Decrease in liability under capital lease - - - 160,341 -
Cash paid $ 84,000,985 78,737,265 79,878,724 81,094,557 37,870,907
Repurchase of treasury stock $ 48,466,957 7,059,798
Increase in accrued expenses and other current liabilities (3,053,584) -
Cash paid $ 45,413,373 7,059,798
NONCASH FINANCING ACTIVITIES
Current portion of long-term liabilities $ 280,813 7,004,137 5,489 10,500,000 5,000,000
Current portion of other payables to related parties
(under payables to related parties) $ 688,591 693,956 469,494
Current portion of other long-term payables and other
liabilities (under accrued expenses and other current
liabilities) $ 3,735,875 617,892 869,072 1,505,345 1,591,972
Redlassification of long-term investments to short-term
investments $ 343,950 140,984
Reclassification of short-term investments to long-term
investments $ 3,402,413
Note: Balances for 2005 have been reclassified to conform to 2006 presentation. (Concluded)
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CONTACT INFORMATION

Corporate Headquarters & Fab 12

8, Li-Hsin Rd. 6, Hsinchu Science Park, Hsinchu
Taiwan 300-77, R.0.C.

Tel: 886-3-5636688 Fax: 886-3-5637000

Fab 2, Fab 5

121, Park Ave. 3, Hsinchu Science Park, Hsinchu
Taiwan 300-77, R.0.C.

Tel: 886-3-5636688 Fax: 886-3-5781546

Fab 3

9, Creation Rd. 1, Hsinchu Science Park, Hsinchu
Taiwan 300-77, R.0.C.

Tel: 886-3-5636688 Fax: 886-3-5781548

Fab 6

1, Nan-Ke North Rd., Tainan Science Park, Tainan
Taiwan 741-44, R.0.C.

Tel: 886-6-5056688 Fax: 886-6-5052057

Fab 8

25, Li-Hsin Rd., Hsinchu Science Park, Hsinchu
Taiwan 300-77, R.0.C.

Tel: 886-3-5636688 Fax: 886-3-5662051

Fab 14

1-1, Nan-Ke North Rd., Tainan Science Park, Tainan
Taiwan 741-44, R.0.C.

Tel: 886-6-5056688 Fax: 886-6-5051262

TSMC North America
2585 Junction Avenue, San Jose, CA 95134, U.S.A.
Tel: 408-382-8000 Fax: 408-382-8008

TSMC Europe B.V.

World Trade Center, Zuidplein 60, 1077 XV Amsterdam
The Netherlands

Tel: 31-20-3059900 Fax: 31-20-3059911

TSMC Japan Limited

21F, Queen's Tower C, 2-3-5, Minatomirai, Nishi-ku
Yokohama, 220-6221, Japan

Tel: 81-45-6820670 Fax: 81-45-6820673

TSMC (Shanghai) Company Limited

4000, Wen Xiang Road, Songjiang, Shanghai, China
Postcode: 201616

Tel: 86-21-57768000 Fax: 86-21-57762525

TSMC Korea Limited

15F, Annlay Tower, 718-2, Yeoksam-dong, Gangnam-gu
Seoul135-080, Korea

Tel: 82-2-20511688 Fax: 82-2-20511669

TSMC Liaison Office in India

1st Floor, Pine Valley, Embassy Golf-Links Business Park
Bangalore-560071, India

Tel: 91-99809-91826 Fax: 91-80-41764568

TSMC Design Technology Canada Inc.
349 Terry Fox Drive, Kanata, ON K2K 2V6, Canada
Tel: 1-613-5667067 Fax: 1-613-2713643

TSMC Spokesperson

Name: Lora Ho

Title: Vice President & CFO

Tel: 886-3-5636688 Fax: 886-3-5637000
Email: spokesperson@tsmc.com

TSMC Deputy Spokesperson

Name: J.H. Tzeng

Title: Deputy Director, Public Relations

Tel: 886-3-5055028 Fax: 886-3-5670121
Email: jhtzeng@tsmc.com

TSMC Investor Relations

Name: Elizabeth Sun

Title: Director, Investor Relations

Tel: 886-3-5682085 Fax: 886-3-5797337
Email: invest@tsmc.com

Auditors

Company: Deloitte & Touche

Auditors: Hung-Wen Huang, Ming-Cheng Chang
Address: 12F, 156, Sec. 3, Min-Sheng E. Rd., Taipei
Taiwan 105, R.0.C.

Tel: 886-2-25459988 Fax: 886-2-25459966
Website: http://www.deloitte.com.tw

Common Share Transfer Agent and Registrar
Company: The Transfer Agency Department of Chinatrust
Commercial Bank

Address: 5F, 83, Sec. 1, Chung-Ching S. Rd., Taipei
Taiwan 100, R.0.C.

Tel: 886-2-21811911 Fax: 886-2-23116723

Website: http://www.chinatrust.com.tw

ADR Depositary Bank
Company: Citibank, N.A., Depositary Receipts Services

Address: 388 Greenwich Street, New York, NY 10013, U.S.A.

Website: http://www.citigroup.com/adr

Tel: 1-877-2484237 (toll free)

Tel: 1-781-5754555 (out of US)

Fax: 1-201-3243284

E-mail: citibank@shareholders-online.com

TSMC's depositary receipts of the common shares are listed

on New York Stock Exchange (NYSE) under the symbol TSM.

The information relating to TSM is available at
http://www.nyse.com and http://newmops.tse.com.tw

Safe Harbor Notice:

The statements included in this Business Overview that are not historical in nature are "forward-looking statements" within the meaning of the "safe
harbor" provisions of the Private Securities Litigation Reform Act of 1995. TSMC cautions readers that forward-looking statements are subject to
significant risks and uncertainties and are based on TSMC's current expectations. Actual results may differ materially from those contained in such
forward-looking statements for a variety of reasons including, among others, risks associated with cyclicality and market conditions in the
semiconductor industry; demand and supply for TSMC's foundry manufacturing capacity in particular and for foundry manufacturing capacity in
general; intense competition; the failure of one or more significant customers to continue to place the same level of orders with us; TSMC's ability to
remain a technological leader in the semiconductor industry; TSMC's ability to manage its capacity; TSMC's ability to obtain, preserve and defend its
intellectual property rights; natural disasters and other unexpected events which may disrupt production; and exchange rate fluctuations. Additional
information as to these and other risk factors that may cause TSMC's actual results to differ materially from TSMC's forward-looking statements may be
found in TSMC's Annual Report on Form 20-F, filed with the United States Securities and Exchange Commission (the "SEC") on April 15, 2008, and such
other documents as TSMC may file with, or submit to, the SEC from time to time. Except as required by law, we undertake no obligation to update any

forward-looking statement, whether as a result of new information, future events, or otherwise.






