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D R A F T 

ATTACHMENT I 

 

 

Business Report 
 

2011 was a challenging year as the global semiconductor market growth was close to zero, 

and the outlook for the year continuously worsened as the year progressed.  TSMC achieved 

revenue growth of 9.2 percent in US dollars and gained market share from the 2010 level.  

Our growth was mainly fueled by our technology leadership and the wide adoption of our 

advanced technologies, which became more critical in the face of the high growth of mobile 

computing products.  Despite the challenging operating environment, the Company 

successfully enlarged its business offerings, rapidly grew our share of 40-nanometer, achieved 

volume production in 28-nanometer, and developed 20-nanometer capability.  More 

specifically,  

 Our total wafer shipments reached 12.55 million 8”-equivalent wafers. 

 Our advanced technologies (65-nanometer and beyond) reached 55 percent of total wafer 

revenue. 

 We became the first foundry to offer volume production of 28-nanometer, with the 

first-to-market 28-nanometer high-k/metal gate (HKMG) technology portfolio. 

Financial Performance 

Consolidated revenue for 2011 totaled NT$427.08 billion, an increase of 1.8 percent over 

NT$419.54 billion in 2010.  Net income was NT$134.20 billion and diluted earnings per 

share were NT$5.18, both of which were 17 percent below the previous year level of 

NT$161.61 billion net income and NT$6.23 diluted earnings per share registered in 2010. 

In US dollars, TSMC generated net income of US$4.57 billion on consolidated revenue of 

US$14.54 billion, compared with net income of US$5.13 billion on consolidated revenue of 

US$13.32 billion for 2010. 

Gross profit margin was 45.4 percent compared with 49.4 percent in 2010, with an Operating 

Profit Margin of 33.1 percent compared with 37.9 percent a year earlier.  Net Profit Margin 

reached 31.4 percent, a decrease of 7.1 percentage points from the 2010 level.  
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D R A F T 
Technological Developments 

Based on a record number of customer product tape-outs, TSMC entered volume production 

of superior 28-nanometer Gate-Last HKMG logic technology.  Revenue from the 

28-nanometer node contributed 2% of fourth quarter 2011 wafer revenue, and is expected to 

contribute approximately 10% wafer revenue in 2012.  Our 20-nanometer SOC technology 

development is on track for risk production in the second half of 2012.  In third quarter 2011, 

we completed the world’s first tape-out of 20-nanometer ARM-Cortex A15 MP core 

processor which is high performance for future mobile computing products.  In second half 

of 2011, we also started full scale 14-nanometer development, after completing three years of 

path-finding and demonstrated excellent 3D FinFET transistor capabilities in 28-nanometer 

and 20-nanometer.   

As we forge ahead in IC development, we are also trying to realize the potential of sub-system 

integration by 3D chip stacking that will enable future mobile applications.  In 2011, we 

demonstrated a fully functional sub-system, having logic chip with built-in passive 

components, and bumps, all manufactured and assembled at TSMC, using our proprietary 

Chip on Wafer on Substrate (CoWoS
TM

) technology.  Our CoWoS
TM

 scheme is 

fundamentally better than other 3D chip stacking schemes in terms of cost, yield, reliability, 

and end-to-end sub-system integration. We have been collaborating with early development 

partners to enable CoWoS
TM

 products for qualification in 2012 and initial production in 2013.  

We expect CoWoS
TM

 to start at 28-nanometer and become a significant factor at 

20-nanometer and below. 

Corporate Developments 

In August 2011, we formed two wholly owned subsidiaries of TSMC: TSMC Solar Ltd. and 

TSMC Solid State Lighting Ltd., in order to encourage entrepreneurialism in these new 

businesses.  Both Solar and Solid State Lighting are making very good progress in 

technology development and pilot production. 
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D R A F T 
Honors and Awards 

During 2011, TSMC was the recipient of numerous honors and awards for our efforts in 

corporate governance, investor relations, sustainability, innovation, and overall corporate 

excellence.  TSMC received awards from Corporate Governance Asia, Institutional Investors, 

the IR Magazine, and IR Global Ranking.  TSMC was also honored with the Top Corporate 

Citizen Award, and Most Admired Company Award, from CommonWealth Magazine, and 

the National Industrial Innovation Award, and the Green Classic Awards for corporate social 

responsibilities, from Taiwan government.  2011 also marked the 11th consecutive year that 

TSMC was included in the Dow Jones Sustainability Index. 

In an honor that reflects the efforts of all TSMC employees over many years, I was grateful to 

accept the 2011 IEEE Medal of Honor in August 2011 for pioneering the concepts of 

dedicated IC foundry, “fabless” IC design and virtual fabrication services in the 

semiconductor industry. 

Outlook 

We believe that mobile computing products, such as smartphones and tablets, will continue to 

be the killer app for semiconductor industry in the forthcoming decade.  These new devices, 

along with the communication infrastructure that enables their wide-spread usage, will require 

the development of more sophisticated semiconductor technologies.  We believe we are well 

positioned to enjoy continued success and business growth with our customers in these 

markets because we have the right technology and manufacturing capacity.  Our trinity of 

strengths: technology leadership, manufacturing excellence and customer trust, will continue 

to enable TSMC to be the most advanced, innovative, and largest provider of foundry services 

for years to come. 
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D R A F T 
ATTACHMENT II
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D R A F T 

ATTACHMENT III 

 

INDEPENDENT AUDITORS’ REPORT

 

 

The Board of Directors and Shareholders 

Taiwan Semiconductor Manufacturing Company Limited 

 

We have audited the accompanying balance sheets of Taiwan Semiconductor Manufacturing 

Company Limited as of December 31, 2011 and 2010, and the related statements of income, 

changes in shareholders’ equity and cash flows for the years then ended.  These financial 

statements are the responsibility of the Company’s management.  Our responsibility is to 

express an opinion on these financial statements based on our audits. 

 

We conducted our audits in accordance with the Rules Governing the Audit of Financial 

Statements by Certified Public Accountants and auditing standards generally accepted in the 

Republic of China.  Those rules and standards require that we plan and perform the audit to 

obtain reasonable assurance about whether the financial statements are free of material 

misstatement.  An audit includes examining, on a test basis, evidence supporting the 

amounts and disclosures in the financial statements.  An audit also includes assessing the 

accounting principles used and significant estimates made by management, as well as 

evaluating the overall financial statement presentation.  We believe that our audits provide a 

reasonable basis for our opinion. 

 

In our opinion, the financial statements referred to above present fairly, in all material 

respects, the financial position of Taiwan Semiconductor Manufacturing Company Limited as 

of December 31, 2011 and 2010, and the results of its operations and its cash flows for the 

years then ended in conformity with the Guidelines Governing the Preparation of Financial 

Reports by Securities Issuers, requirements of the Business Accounting Law and Guidelines 

Governing Business Accounting with respect to financial accounting standards, and 

accounting principles generally accepted in the Republic of China. 
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D R A F T 

We have also audited, in accordance with the Rules Governing the Audit of Financial 

Statements by Certified Public Accountants and auditing standards generally accepted in the 

Republic of China, the consolidated financial statements of Taiwan Semiconductor 

Manufacturing Company Limited and subsidiaries as of and for the year ended December 31, 

2011 and 2010 on which we have issued an unqualified opinion. 

 

 

 

 

 

February 14, 2012 

 

 

 

 

 

 

 

 

 

 

 

 

 

Notice to Readers 

 

The accompanying financial statements are intended only to present the financial position, 

results of operations and cash flows in accordance with accounting principles and practices 

generally accepted in the Republic of China and not those of any other jurisdictions.  The 

standards, procedures and practices to audit such financial statements are those generally 

accepted and applied in the Republic of China. 

 

For the convenience of readers, the auditors’ report and the accompanying financial 

statements have been translated into English from the original Chinese version prepared and 

used in the Republic of China.  If there is any conflict between the English version and the 

original Chinese version or any difference in the interpretation of the two versions, the 

Chinese-language auditors’ report and financial statements shall prevail. 
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Taiwan Semiconductor Manufacturing Company Limited 

BALANCE SHEETS 

DECEMBER 31, 2011 AND 2010 

(In Thousands of New Taiwan Dollars, Except Par Value) 

 

  

  2011  2010    2011  2010 

ASSETS  Amount  %  Amount  %  LIABILITIES AND SHAREHOLDERS’ EQUITY  Amount  %  Amount  % 

                   

CURRENT ASSETS          CURRENT LIABILITIES         

Cash and cash equivalents (Notes 2 and 4)    $ 85,262,521     11    $ 109,511,130     15  Short-term loans (Note 14)    $ 25,926,528     3    $ 30,908,637     4 

Financial assets at fair value through profit or loss (Notes 2, 5          Financial liabilities at fair value through profit or loss (Notes 2, 5          

 and 24)     14,925     -     -     -    and 24)     -     -     7,834     - 

Available-for-sale financial assets (Notes 2, 6 and 24)     2,617,134     -     3,918,274     -  Accounts payable     9,522,688     1     10,559,283     2 

Held-to-maturity financial assets (Notes 2, 7 and 24)     701,136     -     4,796,589     1  Payables to related parties (Note 25)     2,992,582     -     2,574,450     - 

Receivables from related parties (Notes 3 and 25)     24,777,534     3     25,733,974     4  Income tax payable (Notes 2 and 18)     10,647,797     1     7,108,869     1 

Notes and accounts receivable (Note 3)     19,894,386     3     22,250,905     3  Accrued profit sharing to employees and bonus to directors (Notes 2                     

Allowance for doubtful receivables (Notes 2, 3 and 8)     (485,120)     -     (488,000)     -    and 20)     9,055,704     1     10,959,469     2 

Allowance for sales returns and others (Notes 2 and 8)     (4,887,879)     -     (7,341,444)     (1)  Payables to contractors and equipment suppliers     33,811,970     5     41,992,198     6 

Other receivables from related parties (Notes 3 and 25)     188,028     -     1,302,281     -  Accrued expenses and other current liabilities (Notes 16, 24 and 25)     13,057,161     2     13,911,520     2 

Other financial assets (Note 26)     122,010     -     418,206     -  Current portion of bonds payable (Notes 15 and 24)     4,500,000     1     -     - 

Inventories (Notes 2 and 9)     22,853,397     3     25,646,348     4           

Deferred income tax assets (Notes 2 and 18)     5,779,544     1     5,133,775     1  Total current liabilities     109,514,430     14     118,022,260     17 

Prepaid expenses and other current assets     1,725,736     -     1,352,244     -                       

                      LONG-TERM LIABILITIES         

Total current assets     158,563,352     21     192,234,282     27  Bonds payable (Notes 15 and 24)     18,000,000     2     4,500,000     - 

                               

LONG-TERM INVESTMENTS (Notes 2, 6, 7, 10, 11 and 24)          OTHER LIABILITIES         

Investments accounted for using equity method     128,200,718     17     114,977,174     17  Accrued pension cost (Notes 2 and 17)     3,860,898     1     3,824,601     1 

Available-for-sale financial assets     -     -     1,033,049     -  Guarantee deposits (Note 28)     439,032     -     747,887     - 

Held-to-maturity financial assets     702,291     -     1,405,698     -                       

Financial assets carried at cost     497,835     -     497,835     -  Total other liabilities     4,299,930     1     4,572,488     1 

                                           

Total long-term investments     129,400,844     17     117,913,756     17  Total liabilities     131,814,360     17     127,094,748     18 

                                           

PROPERTY, PLANT AND EQUIPMENT (Notes 2, 12 and 25)          CAPITAL STOCK - NT$10 PAR VALUE (Note 20)         

Cost          Authorized:  28,050,000 thousand shares         

Buildings     149,495,478     20     128,646,942     18  Issued: 25,916,222 thousand shares in 2011         

Machinery and equipment     984,978,666     129     852,733,592     122   25,910,078 thousand shares in 2010     259,162,226     34     259,100,787     37 

Office equipment     13,824,434     2     11,730,537     2                       

     1,148,298,578     151     993,111,071     142  CAPITAL SURPLUS (Notes 2 and 20)     55,846,357     8     55,698,434     8 

Accumulated depreciation     (804,740,797)     (106)     (706,605,445)     (101)                       

Advance payments and construction in progress     110,815,752     14     80,348,673     11  RETAINED EARNINGS (Note 20)         

                      Appropriated as legal capital reserve     102,399,995     13     86,239,494     12 

Net property, plant and equipment     454,373,533     59     366,854,299     52  Appropriated as special capital reserve     6,433,874     1      1,313,047     -  

                      Unappropriated earnings     213,357,286     28     178,227,030     26 

INTANGIBLE ASSETS                               

Goodwill (Note 2)     1,567,756     -     1,567,756     -       322,191,155     42     265,779,571     38 

Deferred charges, net (Notes 2 and 13)     4,719,244     1     5,456,427     1           

                      OTHERS (Notes 2, 22 and 24)         

Total intangible assets     6,287,000     1     7,024,183     1  Cumulative translation adjustments     (6,433,369)     (1)     (6,543,163)     (1) 

                      Unrealized gain (loss) on financial instruments     (1,172,855)     -     109,289     - 

OTHER ASSETS                   

Deferred income tax assets (Notes 2 and 18)     7,221,824     1     7,154,266     1       (7,606,224)     (1)     (6,433,874)     (1) 

Refundable deposits     4,491,735     1     8,638,749     2           

Others (Notes 2 and 25)     1,069,586     -     1,420,131     -  Total shareholders’ equity     629,593,514     83     574,144,918     82 

                               

Total other assets     12,783,145     2     17,213,146     3           

                               

TOTAL    $ 761,407,874     100    $ 701,239,666     100  TOTAL    $ 761,407,874     100    $ 701,239,666     100 

 

 

 

The accompanying notes are an integral part of the financial statements. 
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Taiwan Semiconductor Manufacturing Company Limited 
 

STATEMENTS OF INCOME 

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010 

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

 

 
  2011  2010 

  Amount  %  Amount  % 

         

GROSS SALES (Notes 2 and 25)    $ 421,472,087      $ 418,666,448   

               

SALES RETURNS AND ALLOWANCES 

(Notes 2 and 8) 

 

   3,226,594       11,703,136   

                     

NET SALES     418,245,493     100     406,963,312     100 

                     

COST OF SALES (Notes 9, 19 and 25)     233,083,068     56     209,921,268     52 

                     

GROSS PROFIT BEFORE AFFILIATES 

ELIMINATION 

 

   185,162,425     44     197,042,044     48 

                     

REALIZED (UNREALIZED) GROSS PROFIT FROM 

AFFILIATES (Note 2) 

 

   398,440     -     (52,742)     - 

                     

GROSS PROFIT     185,560,865     44     196,989,302     48 

                     

OPERATING EXPENSES (Notes 19 and 25)         

Research and development     31,594,034     7     27,623,299     7 

General and administrative     12,715,339     3     11,681,756     3 

Marketing     2,345,729     1     2,837,739     - 

                     

Total operating expenses     46,655,102     11     42,142,794     10 

                     

INCOME FROM OPERATIONS     138,905,763     33     154,846,508     38 

                     

NON-OPERATING INCOME AND GAINS         

Equity in earnings of equity method investees, net 

(Notes 2 and 10) 

 

   3,778,083     1     7,111,443     2 

Settlement income (Note 28)     947,340     1     6,939,764     2 

Valuation gain on financial instruments, net  

(Notes 2, 5 and 24) 

 

   801,195     -     312,862     - 

Interest income     697,196     -     764,027     - 

Technical service income (Note 25)     408,153     -     446,746     - 

Others (Notes 2 and 25)     655,079     -     333,126     - 

                     

Total non-operating income and gains     7,287,046     2     15,907,968     4 

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited 
 

STATEMENTS OF INCOME 

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010 

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

 

 
  2011  2010 

  Amount  %  Amount  % 

         

NON-OPERATING EXPENSES AND LOSSES         

Foreign exchange loss, net (Note 2)    $ 673,085     -    $ 58,737     - 

Interest expense (Note 25)     445,887     -     214,641     - 

Loss on disposal of property, plant and equipment 

(Note 2) 

 

   202,901     -     838,750     - 

Casualty loss (Note 9)     -     -     190,992     - 

Others     163,092     -     161,152     - 

                     

Total non-operating expenses and losses     1,484,965     -     1,464,272     - 

                     

INCOME BEFORE INCOME TAX     144,707,844     35     169,290,204     42 

                     

INCOME TAX EXPENSE (Notes 2 and 18)     10,506,565     3     7,685,195     2 

                     

NET INCOME    $ 134,201,279     32    $ 161,605,009     40 

 
  2011  2010 

  Before 

Income 

Tax  

After 

Income 

Tax  

Before 

Income 

Tax  

After 

Income 

Tax 

         

EARNINGS PER SHARE (NT$, Note 23)         

Basic earnings per share    $ 5.58    $ 5.18    $ 6.53    $ 6.24 

Diluted earnings per share    $ 5.58    $ 5.18    $ 6.53    $ 6.23 

 

 

 

The accompanying notes are an integral part of the financial statements. (Concluded) 
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Taiwan Semiconductor Manufacturing Company Limited 
 

STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY 

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010 

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

 

 
                Others   

                  Unrealized     

  Capital Stock - Common Stock    Retained Earnings  Cumulative  Gain (Loss) on    Total 

  Shares      Legal Capital  Special Capital  Unappropriated    Translation  Financial    Shareholders’ 

  (In Thousands)  Amount  Capital Surplus  Reserve  Reserve  Earnings  Total  Adjustments  Instruments  Treasury Stock  Equity 

                       

BALANCE, JANUARY 1, 2010     25,902,706    $ 259,027,066    $ 55,486,010    $ 77,317,710    $ -    $ 104,564,972    $ 181,882,682    $ (1,766,667)    $ 453,621    $ -    $ 495,082,712 

                       

Appropriations of prior year’s earnings                       

Legal capital reserve     -     -     -     8,921,784     -     (8,921,784)     -     -     -     -     - 

Special capital reserve     -     -     -     -     1,313,047     (1,313,047)     -     -     -     -     - 

Cash dividends to shareholders - NT$3.00 per 

share     -     -     -     -     -     (77,708,120)     (77,708,120)     -     -     - 

 

   (77,708,120) 

Net income in 2010     -     -     -     -     -     161,605,009     161,605,009     -     -     -     161,605,009 

Adjustment arising from changes in percentage of 

ownership in equity method investees     -     -     (17,885)     -     -     -     -     -     -     - 

 

   (17,885) 

Translation adjustments     -     -     -     -     -     -     -     (4,776,496)     -     -     (4,776,496) 

Issuance of stock from exercising employee stock 

options     7,372     73,721     171,103     -     -     -     -     -     -     - 

 

   244,824 

Net changes of valuation gain/loss on 

available-for-sale financial assets     -     -     -     -     -     -     -     -     (441,978)     - 

 

   (441,978) 

Net change in shareholders’ equity from equity 

method investees     -     -     59,206     -     -     -     -     -     97,646     - 

 

   156,852 

                       

BALANCE, DECEMBER 31, 2010     25,910,078     259,100,787     55,698,434     86,239,494     1,313,047     178,227,030     265,779,571     (6,543,163)     109,289     -     574,144,918 

                       

Appropriations of prior year’s earnings                       

Legal capital reserve     -     -     -     16,160,501     -     (16,160,501)     -     -     -     -     - 

Special capital reserve     -     -     -     -     5,120,827     (5,120,827)     -     -     -     -     - 

Cash dividends to shareholders - NT$3.00 per 

share     -     -     -     -     -     (77,730,236)     (77,730,236)     -     -     - 

 

   (77,730,236) 

Net income in 2011     -     -     -     -     -     134,201,279     134,201,279     -     -     -     134,201,279 

Adjustment arising from changes in percentage of 

ownership in equity method investees     -     -     59,898     -     -     -     -     -     -     - 

 

   59,898 

Translation adjustments     -     -     -     -     -     -     -     (112,326)     -     -     (112,326) 

Issuance of stock from exercising employee stock 

options     7,144     71,439     146,258     -     -     -     -     -     -     - 

 

   217,697 

Net changes of valuation gain/loss on 

available-for-sale financial assets     -     -     -     -     -     -     -     -     (1,112,995)     - 

 

   (1,112,995) 

Net change in shareholders’ equity from equity 

method investees     -     -     -     -     -     -     -     -     (165,851)     - 

 

   (165,851) 

Acquisition of treasury stock - shareholders 

executed the appraisal right     -     -     -     -     -     -     -     -     -     (71,598)     (71,598) 

Retirement of treasury stock     (1,000)     (10,000)     (2,139)     -     -     (59,459)     (59,459)     -     -     71,598     - 

Effect of spin-off     -     -     (56,094)     -     -     -     -     222,120     (3,298)     -     162,728 

                       

BALANCE, DECEMBER 31, 2011     25,916,222    $ 259,162,226    $ 55,846,357    $ 102,399,995    $ 6,433,874    $ 213,357,286    $ 322,191,155    $ (6,433,369)    $ (1,172,855)    $ -    $ 629,593,514 

 

 

 

The accompanying notes are an integral part of the financial statements. 
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Taiwan Semiconductor Manufacturing Company Limited 
 

STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010 

(In Thousands of New Taiwan Dollars) 

 

 
  2011  2010 

     

CASH FLOWS FROM OPERATING ACTIVITIES     

Net income    $ 134,201,279     $ 161,605,009 

Adjustments to reconcile net income to net cash provided by operating 

activities: 

 

   

Depreciation and amortization     102,925,423     83,366,121 

Unrealized (realized) gross profit from affiliates     (398,440)     52,742 

Amortization of premium/discount of financial assets     9,860     18,611 

Gain on disposal of available-for-sale financial assets, net     (35,151)     - 

Loss on disposal of financial assets carried at cost     -     1,263 

Equity in earnings of equity method investees, net     (3,778,083)     (7,111,443) 

Cash dividends received from equity method investees     2,941,548     422,490 

Loss on disposal of property, plant and equipment and other assets, 

net 

 

   99,884     761,298 

Settlement income from receiving equity securities   -     (4,434,364) 

Deferred income tax     (493,026)     (373,253) 

Changes in operating assets and liabilities:     

Financial assets and liabilities at fair value through profit or loss     (22,759)    (3,192,201)    189,577 

Receivables from related parties     956,440     (3,192,201) 

Notes and accounts receivable     2,356,519     (2,366,385) 

Allowance for doubtful receivables     (2,880)     57,000 

Allowance for sales returns and others     (2,453,565)     (1,242,188) 

Other receivables from related parties     (38,049)     85,830 

Other financial assets     138,196     904,157 

Inventories     2,775,646     (6,816,132) 

Prepaid expenses and other current assets     (382,852)     (445,797) 

Accounts payable     (1,805,422)     624,608 

Payables to related parties    418,132     535,108 

Income tax payable     3,538,928      (1,652,251) 

Accrued profit sharing to employees and bonus to directors     (1,903,765)     4,188,131 

Accrued expenses and other current liabilities     (410,047)     (3,124,307) 

Accrued pension cost     96,880     17,425 

Deferred credits     -     (47,873) 

           

Net cash provided by operating activities     238,734,696     222,023,176 

     

CASH FLOWS FROM INVESTING ACTIVITIES     

Cash contributed related to spin-off     (1,270,340)     - 

Acquisitions of:     

Property, plant and equipment     (202,757,541)     (182,335,032) 

Investments accounted for using equity method     (7,390,883)    (8,262,519)    (8,262,519) 

Financial assets carried at cost     -     (480) 

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited 
 

STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010 

(In Thousands of New Taiwan Dollars) 

 

 
  2011  2010 

     

Proceeds from disposal or redemption of:     

Available-for-sale financial assets    $ 1,035,151    $ - 

Held-to-maturity financial assets     4,789,000     15,943,000 

Financial assets carried at cost     -     3,370 

Property, plant and equipment and other assets     4,650,078     387,735 

Proceeds from return of capital by investees   320,013     - 

Increase in deferred charges     (1,658,296)     (1,538,301) 

Decrease (increase) in refundable deposits     4,147,014     (5,940,633) 

Decrease (increase) in other assets     27,600     (1,004,581) 

           

Net cash used in investing activities     (198,108,204)    (182,747,441)    (182,747,441) 

           

CASH FLOWS FROM FINANCING ACTIVITIES     

Increase (decrease) in short-term loans     (4,982,109)     30,908,637 

Proceeds from issuance of bonds     18,000,000     - 

Decrease in guarantee deposits     (308,855)    (253,489)    (253,489) 

Proceeds from exercise of employee stock options     217,697     244,824 

Acquisition of treasury stock     (71,598)     - 

Cash dividends     (77,730,236)    (77,708,120)    (77,708,120) 

           

Net cash used in financing activities     (64,875,101)    (46,808,148)    (46,808,148) 

           

NET DECREASE IN CASH AND CASH EQUIVALENTS     (24,248,609)    (7,532,413)    (7,532,413) 

           

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR     109,511,130     117,043,543 

           

CASH AND CASH EQUIVALENTS, END OF YEAR    $ 85,262,521    $ 109,511,130 

           

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION     

Interest paid    $ 369,085    $ 200,892 

Income tax paid    $ 7,454,386    $ 9,640,396 

           

INVESTING ACTIVITIES AFFECTING BOTH CASH AND 

NON-CASH ITEMS 

 

   

Acquisition of property, plant and equipment    $ 195,932,728    $ 195,950,918 

Decrease (increase) in payables to contractors and equipment suppliers     6,827,106     (13,491,140) 

Nonmonetary exchange trade-out price     (2,293)     (124,746) 

Cash paid    $ 202,757,541    $ 182,335,032 

     

Disposal of property, plant and equipment and other assets    $ 3,370,165    $ 1,872,880 

Decrease (increase) in other receivables from related parties     1,124,206      (1,142,108) 

Decrease (increase) in other financial assets      158,000    (218,291)    (218,291) 

Nonmonetary exchange trade-out price     (2,293)     (124,746) 

Cash received    $ 4,650,078    $ 387,735 

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited 
 

STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010 

(In Thousands of New Taiwan Dollars) 

 

 
  2011  2010 

     

NON-CASH FINANCING ACTIVITIES     

Current portion of bonds payable    $ 4,500,000    $ - 

Current portion of other long-term payables (under accrued expenses 

and other current liabilities) 

 

  $ -    $ 718,637 

 

SUPPLEMENTAL INFORMATION FOR SPIN-OFF BUSINESSES 

 

In August 2011, the Company transferred the solid state lighting and solar businesses into its 

wholly-owned, newly incorporated subsidiaries, TSMC Solid State Lighting Ltd. (TSMC SSL) and 

TSMC Solar Ltd. (TSMC Solar), respectively.  The relevant information about spin-off was as 

follows: 

 

  TSMC SSL  TSMC Solar  Total 

       

Acquired investments accounted for using 

equity method    $ 2,270,000    $ 11,180,000    $ 13,450,000 

Non-cash items transferred       

Current assets     36,050     18,807     54,857 

Long-term investments     2,872     7,912,710     7,915,582 

Property, plant and equipment     1,929,563     2,372,214     4,301,777 

Other assets     234,696     201,677     436,373 

Current liabilities     (292,728)     (337,439)     (630,167) 

Other liabilities     (36,272)     (25,218)     (61,490) 

Capital surplus     -     (56,094)     (56,094) 

Unrealized gain (loss) on financial 

instruments     -     (3,298)     (3,298) 

Cumulative translation adjustments     256     221,864     222,120 

     (1,874,437)     (10,305,223)     (12,179,660) 

       

Cash contributed related to spin-off    $ 395,563    $ 874,777    $ 1,270,340 

 

 

 

The accompanying notes are an integral part of the financial statements. (Concluded) 
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ATTACHMENT IV 

 

INDEPENDENT AUDITORS’ REPORT

 

 

The Board of Directors and Shareholders 

Taiwan Semiconductor Manufacturing Company Limited 

 

We have audited the accompanying consolidated balance sheets of Taiwan Semiconductor 

Manufacturing Company Limited and subsidiaries as of December 31, 2011 and 2010, and the 

related consolidated statements of income, changes in shareholders’ equity and cash flows for the 

years then ended.  These consolidated financial statements are the responsibility of the Company’s 

management.  Our responsibility is to express an opinion on these consolidated financial 

statements based on our audits. 

 

We conducted our audits in accordance with the Rules Governing the Audit of Financial Statements 

by Certified Public Accountants and auditing standards generally accepted in the Republic of China.  

Those rules and standards require that we plan and perform the audit to obtain reasonable assurance 

about whether the financial statements are free of material misstatement.  An audit includes 

examining, on a test basis, evidence supporting the amounts and disclosures in the financial 

statements.  An audit also includes assessing the accounting principles used and significant 

estimates made by management, as well as evaluating the overall financial statement presentation.  

We believe that our audits provide a reasonable basis for our opinion. 

 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 

respects, the consolidated financial position of Taiwan Semiconductor Manufacturing Company 

Limited and subsidiaries as of December 31, 2011 and 2010, and the results of their consolidated 

operations and their consolidated cash flows for the years then ended in conformity with the 

Guidelines Governing the Preparation of Financial Reports by Securities Issuers and accounting 

principles generally accepted in the Republic of China. 

 

 

 

 

 

February 14, 2012 
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Notice to Readers 

 

The accompanying consolidated financial statements are intended only to present the consolidated 

financial position, results of operations and cash flows in accordance with accounting principles 

and practices generally accepted in the Republic of China and not those of any other jurisdictions.  

The standards, procedures and practices to audit such consolidated financial statements are those 

generally accepted and applied in the Republic of China. 

 

For the convenience of readers, the auditors’ report and the accompanying consolidated financial 

statements have been translated into English from the original Chinese version prepared and used 

in the Republic of China.  If there is any conflict between the English version and the original 

Chinese version or any difference in the interpretation of the two versions, the Chinese-language 

auditors’ report and consolidated financial statements shall prevail. 
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries 
 

CONSOLIDATED BALANCE SHEETS 

DECEMBER 31, 2011 AND 2010 

(In Thousands of New Taiwan Dollars, Except Par Value) 

 

 

  2011  2010    2011  2010 

ASSETS  Amount  %  Amount  %  LIABILITIES AND SHAREHOLDERS’ EQUITY  Amount  %  Amount  % 

                   

CURRENT ASSETS          CURRENT LIABILITIES         

Cash and cash equivalents (Notes 2 and 4)    $ 143,472,277     19    $ 147,886,955     20  Short-term loans (Note 15)    $ 25,926,528     3    $ 31,213,944     4 

Financial assets at fair value through profit or loss (Notes 2, 5 and 26)     15,360     -     6,886     -  Financial liabilities at fair value through profit or loss (Notes 2, 5 and 26)     13,742     -     19,002     - 

Available-for-sale financial assets (Notes 2, 6 and 26)     3,308,770     -     28,883,728     4  Hedging derivative financial liabilities (Notes 2, 11 and 26)     232     -     814     - 

Held-to-maturity financial assets (Notes 2, 7 and 26)     3,825,680     1     4,796,589     1  Accounts payable      10,530,487     1     12,104,173     2 

Receivables from related parties (Notes 3 and 27)     185,764     -     2,722     -  Payables to related parties (Note 27)     1,328,521     -     867,085     - 

Notes and accounts receivable (Note 3)     46,321,240     6     51,029,885     7  Income tax payable (Notes 2 and 20)     10,656,124     1     7,184,697     1 

Allowance for doubtful receivables (Notes 2, 3 and 8)     (490,952 )     -     (504,029 )     -  Salary and bonus payable      6,148,499     1     6,424,064     1 

Allowance for sales returns and others (Notes 2 and 8)     (5,068,263 )     (1 )     (7,546,264 )     (1 )  Accrued profit sharing to employees and bonus to directors and supervisors          

Other receivables from related parties (Notes 3 and 27)     122,292     -     124,586     -    (Notes 2 and 22)     9,081,293     1     11,096,147     2 

Other financial assets (Note 28)     617,142     -     1,021,552     -  Payables to contractors and equipment suppliers     35,540,526     5     43,259,857     6 

Inventories (Notes 2 and 9)     24,840,582     3     28,405,984     4  Accrued expenses and other current liabilities (Notes 18, 26 and 30)     13,218,235     2     10,779,923     1 

Deferred income tax assets (Notes 2 and 20)     5,936,490     1     5,373,076     1  Current portion of bonds payable and long-term bank loans (Notes 16, 17, 26          

Prepaid expenses and other current assets      2,174,014     -     2,037,647     -    and 28)     4,562,500     1     241,407     - 

                   

Total current assets     225,260,396     29     261,519,317     36  Total current liabilities     117,006,687     15     123,191,113     17 

                   

LONG-TERM INVESTMENTS (Notes 2, 6, 7, 10, 12 and 26)          LONG-TERM LIABILITIES         

Investments accounted for using equity method     24,900,332     3     25,815,385     4  Bonds payable (Notes 16 and 26)     18,000,000     3     4,500,000     1 

Available-for-sale financial assets     -     -     1,033,049     -  Long-term bank loans (Notes 17, 26 and 28)     1,587,500     -     301,561     - 

Held-to-maturity financial assets     5,243,167     1     8,502,887     1  Other long-term payables (Notes 18, 26 and 30)     -     -     6,554,208     1 

Financial assets carried at cost     4,315,005     1     4,424,207     1  Obligations under capital leases (Notes 2, 13 and 26)     870,993     -     694,986     - 

                   

Total long-term investments     34,458,504     5     39,775,528     6  Total long-term liabilities     20,458,493     3     12,050,755     2 

                   

PROPERTY, PLANT AND EQUIPMENT (Notes 2, 13, 27 and 28)          OTHER LIABILITIES         

Cost          Accrued pension cost (Notes 2 and 19)     3,908,508     -     3,812,351     1 

Land and land improvements     1,541,128     -     891,197     -  Guarantee deposits (Note 30)     443,983     -     789,098     - 

Buildings     172,872,550     22     145,966,024     20  Deferred credits      26,533     -     126,539     - 

Machinery and equipment     1,057,588,736     137     913,155,252     127  Others     377,187     -     254,643     - 

Office equipment     16,969,266     2     14,856,582     2           

Leased assets      791,480     -     701,552     -  Total other liabilities     4,756,211     -     4,982,631     1 

     1,249,763,160     161     1,075,570,607     149           

Accumulated depreciation     (876,252,220 )     (113 )     (773,278,157 )     (107 )  Total liabilities     142,221,391     18     140,224,499     20 

Advance payments and construction in progress     116,863,976     15     86,151,573     12           

          EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT          

Net property, plant and equipment     490,374,916     63     388,444,023     54  Capital stock - NT$10 par value (Note 22)         

          Authorized:  28,050,000 thousand shares          

INTANGIBLE ASSETS          Issued:  25,916,222 thousand shares in 2011          

Goodwill (Note 2)     5,693,999     1     5,704,897     1   25,910,078 thousand shares in 2010       259,162,226     33     259,100,787     36 

Deferred charges, net (Notes 2 and 14)     5,167,564     -     6,027,085     1  Capital surplus (Notes 2 and 22)     55,846,357     7     55,698,434     8 

          Retained earnings (Note 22)         

Total intangible assets      10,861,563     1     11,731,982     2  Appropriated as legal capital reserve     102,399,995     13     86,239,494     12 

          Appropriated as special capital reserve     6,433,874     1     1,313,047     - 

OTHER ASSETS          Unappropriated earnings     213,357,286     28     178,227,030     24 

Deferred income tax assets (Notes 2 and 20)     7,436,717     1     7,362,784     1       322,191,155     42     265,779,571     36 

Refundable deposits     4,518,863     1     8,677,970     1  Others (Notes 2, 11, 24 and 26)         

Others (Notes 2 and 28)     1,353,983     -     1,417,300     -  Cumulative translation adjustments      (6,433,369 )     (1 )     (6,543,163 )     (1 ) 

          Unrealized gain (loss) on financial instruments     (1,172,855 )     -     109,289     - 

Total other assets     13,309,563     2     17,458,054     2       (7,606,224 )     (1 )     (6,433,874 )     (1 ) 

                               

          Equity attributable to shareholders of the parent     629,593,514     81     574,144,918     79 

                   

          MINORITY INTERESTS (Note 2)     2,450,037     1     4,559,487     1 

                   

          Total shareholders’ equity     632,043,551     82     578,704,405     80 

                   

TOTAL     $ 774,264,942     100    $ 718,928,904     100  TOTAL     $ 774,264,942     100    $ 718,928,904     100 

 

 

 

The accompanying notes are an integral part of the consolidated financial statements. 
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries 
 

CONSOLIDATED STATEMENTS OF INCOME 

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010  

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

 

 
  2011  2010 

  Amount  %  Amount  % 
         
GROSS SALES (Notes 2 and 27)    $ 430,490,500      $ 431,630,858   
         
SALES RETURNS AND ALLOWANCES 

(Notes 2 and 8)     3,409,855        12,092,947    
         
NET SALES     427,080,645     100     419,537,911     100 
         
COST OF SALES (Notes 9, 21 and 27)     232,937,388     55     212,484,320     51 
         
GROSS PROFIT BEFORE AFFILIATES 

ELIMINATION     194,143,257     45     207,053,591     49 
         

UNREALIZED GROSS PROFIT FROM 

AFFILIATES (Note 2)     (74,029)     -     -     - 
         

GROSS PROFIT     194,069,228     45     207,053,591     49 
         
OPERATING EXPENSES (Notes 21 and 27)         

Research and development     33,829,880     8     29,706,662     7 
General and administrative     14,164,114     3     12,803,997     3 
Marketing     4,517,816     1     5,367,597     1 

         
Total operating expenses     52,511,810     12     47,878,256     11 

         
INCOME FROM OPERATIONS     141,557,418     33     159,175,335     38 
         
NON-OPERATING INCOME AND GAINS         

Interest income     1,479,514     1     1,665,193     - 

Settlement income (Note 30)     947,340     -     6,939,764     2 

Equity in earnings of equity method investees, net 

(Notes 2 and 10)     897,611     -     2,298,159     1 

Valuation gain on financial instruments, net  

(Notes 2, 5 and 26)     507,432     -     320,730     - 

Technical service income (Notes 27 and 30)     407,089     -     450,503     - 

Gain on settlement and disposal of financial assets, 

net (Notes 2 and 26)     233,214     -     736,843     - 

Others (Notes 2 and 27)     886,327     -     724,880     - 
         

Total non-operating income and gains     5,358,527     1     13,136,072     3 

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries 
 

CONSOLIDATED STATEMENTS OF INCOME 

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010  

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

 

 
  2011  2010 

  Amount  %  Amount  % 
         
NON-OPERATING EXPENSES AND LOSSES         

Interest expense     $ 626,725     -    $ 425,356     - 
Impairment of financial assets (Notes 2, 12 and 26)     265,515     -     159,798     - 
Loss on disposal of property, plant and equipment 

(Note 2)     200,673     -     849,254     - 
Foreign exchange loss, net (Note 2)     185,555     -     99,130     - 
Impairment loss on idle assets (Note 2)     98,009     -     319     - 
Casualty loss (Note 9)     -     -     190,992     - 
Others (Note 2)     391,791     -     316,163     - 

         
Total non-operating expenses and losses     1,768,268     -     2,041,012     - 

         
INCOME BEFORE INCOME TAX     145,147,677     34     170,270,395     41 
         
INCOME TAX EXPENSE (Notes 2 and 20)     10,694,417     3     7,988,465     2 
         
NET INCOME    $ 134,453,260     31    $ 162,281,930     39 
         
ATTRIBUTABLE TO:         

Shareholders of the parent    $ 134,201,279     31    $ 161,605,009     39 
Minority interests     251,981     -     676,921     - 

         
    $ 134,453,260     31    $ 162,281,930     39 

 
  2011  2010 

  

Income Attributable to  

Shareholders of the Parent  

Income Attributable to  

Shareholders of the Parent 

  

Before 

Income Tax  

After  

Income Tax  

Before 

Income Tax  

After  

Income Tax 

         

EARNINGS PER SHARE (NT$, Note 25)         

Basic earnings per share    $ 5.59    $ 5.18    $ 6.54    $ 6.24 

Diluted earnings per share    $ 5.59    $ 5.18    $ 6.54    $ 6.23 

 

 

 

The accompanying notes are an integral part of the consolidated financial statements. (Concluded) 
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries 
 

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY  

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010 

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

 

 
  Equity Attributable to Shareholders of the Parent     

        Others       

          Unrealized         

  Capital Stock - Common Stock    Retained Earnings  Cumulative  Gain (Loss)        Total 

  Shares       Legal Capital  Special Capital  Unappropriated    Translation  On Financial  Treasury    Minority  Shareholders’ 

  (In Thousands)  Amount  Capital Surplus  Reserve  Reserve  Earnings  Total  Adjustments  Instruments  Stock  Total  Interests  Equity 

                           

BALANCE, JANUARY 1, 2010     25,902,706    $ 259,027,066    $ 55,486,010    $ 77,317,710    $ -    $ 104,564,972    $ 181,882,682    $ (1,766,667 )    $ 453,621    $ -    $ 495,082,712    $ 3,965,836     $ 499,048,548 

                           

Appropriations of prior year’s earnings                            

Legal capital reserve     -     -     -     8,921,784     -     (8,921,784 )     -     -     -     -     -     -     - 

Special capital reserve     -     -     -     -     1,313,047     (1,313,047 )     -     -     -     -     -     -     - 

Cash dividends to shareholders - 

NT$3.00 per share     -     -     -     -     -     (77,708,120 )     (77,708,120 )     -     -     -     (77,708,120 )     -     (77,708,120 ) 

Net income in 2010     -     -     -     -     -     161,605,009     161,605,009     -     -     -     161,605,009     676,921     162,281,930 

Adjustment arising from changes in 

percentage of ownership in equity 

method investees     -     -     (17,885 )     -     -     -     -     -     -     -     (17,885 )     4,387     (13,498 ) 

Translation adjustments     -     -     -     -     -     -     -     (4,776,496 )     -     -     (4,776,496 )     7,258     (4,769,238 ) 

Issuance of stock from exercising 

employee stock options     7,372     73,721     171,103     -     -     -     -     -     -     -     244,824     -     244,824 

Net changes of valuation gain/loss on 

available-for-sale financial assets     -     -     -     -     -     -     -     -     (337,970 )     -     (337,970 )     3,949     (334,021 ) 

Net change in shareholders’ equity from 

equity method investees     -     -     59,206     -     -     -     -     -     (6,031 )     -     53,175     31,702     84,877 

Net change in unrealized gain/loss on 

hedging derivative financial 

instruments     -     -     -     -     -     -     -     -     (331 )     -     (331 )     (483 )     (814 ) 

Decrease in minority interests     -      -      -      -      -      -      -      -      -      -      -      (130,083 )     (130,083 ) 

                           

BALANCE, DECEMBER 31, 2010     25,910,078     259,100,787     55,698,434     86,239,494     1,313,047     178,227,030     265,779,571     (6,543,163 )     109,289     -     574,144,918     4,559,487      578,704,405 

                           

Appropriations of prior year’s earnings                            

Legal capital reserve     -     -     -     16,160,501     -     (16,160,501 )     -     -     -     -     -     -     - 

Special capital reserve     -     -     -     -     5,120,827     (5,120,827 )     -     -     -     -     -     -     - 

Cash dividends to shareholders - 

NT$3.00 per share     -     -     -     -     -     (77,730,236 )     (77,730,236 )     -     -     -     (77,730,236 )     -     (77,730,236 ) 

Net income in 2011     -     -     -     -     -     134,201,279     134,201,279     -     -     -     134,201,279     251,981     134,453,260 

Adjustment arising from changes in 

percentage of ownership in equity 

method investees     -     -     59,898     -     -     -     -     -     -     -     59,898     1,152     61,050 

Translation adjustments     -     -     -     -     -     -     -     109,794     -     -     109,794     7,587     117,381 

Issuance of stock from exercising 

employee stock options     7,144     71,439     146,258     -     -     -     -     -     -     -     217,697     -     217,697 

Net changes of valuation gain/loss on 

available-for-sale financial assets     -     -     -     -     -     -     -     -     (1,241,249 )     -     (1,241,249 )     (3,325 )     (1,244,574 ) 

Net change in shareholders’ equity from 

equity method investees     -     -     (56,094 )     -     -     -     -     -     (41,133 )     -     (97,227 )     -     (97,227 ) 

Net change in unrealized gain/loss on 

hedging derivative financial 

instruments     -     -     -     -     -     -     -     -     238     -     238     344     582 

Acquisition of treasury stock - 

shareholders executed the appraisal 

right     -     -     -     -     -     -     -     -     -     (71,598 )     (71,598 )     -     (71,598 ) 

Retirement of treasury stock     (1,000 )     (10,000 )     (2,139 )     -     -     (59,459 )     (59,459 )     -     -     71,598     -     -     - 

Decrease in minority interests     -     -     -     -     -     -     -     -     -     -     -     (379,334 )     (379,334 ) 

Effect of changes in consolidated entities     -      -      -      -      -      -      -     -      -      -      -      (1,987,855 )     (1,987,855 ) 

                           

BALANCE, DECEMBER 31, 2011     25,916,222     $ 259,162,226     $ 55,846,357     $ 102,399,995     $ 6,433,874     $ 213,357,286     $ 322,191,155    $ (6,433,369 )    $ (1,172,855 )    $ -     $ 629,593,514     $ 2,450,037     $ 632,043,551  

 

 

 

The accompanying notes are an integral part of the consolidated financial statements. 
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries 
 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010  

(In Thousands of New Taiwan Dollars) 

 

 
  2011  2010 

     

CASH FLOWS FROM OPERATING ACTIVITIES     

Net income attributable to shareholders of the parent    $ 134,201,279    $ 161,605,009 

Net income attributable to minority interests     251,981     676,921 

Adjustments to reconcile net income to net cash provided by operating 

activities: 

 

 

 

 

Depreciation and amortization     107,681,521     87,810,103 

Unrealized gross profit from affiliates     74,029     - 

Amortization of premium/discount of financial assets     24,711     34,142 

Impairment of financial assets     265,515     159,798 

Gain on disposal of available-for-sale financial assets, net     (212,442)     (603,368) 

Gain on disposal of financial assets carried at cost, net     (20,772)     (133,475) 

Equity in earnings of equity method investees, net     (897,611)     (2,298,159) 

Cash dividends received from equity method investees      2,848,141     320,002 

Loss (gain) on disposal of property, plant and equipment and other 

assets, net 

 

   (3,286) 

 

   633,230 

Settlement income from receiving equity securities     (158,779)     (4,434,364) 

Impairment loss on idle assets     98,009     319 

Deferred income tax     (491,122)     (377,248) 

Changes in operating assets and liabilities:     

Financial assets and liabilities at fair value through profit or loss     (13,734)     198,172 

Receivables from related parties     123,265     9,802  

Notes and accounts receivable     3,627,110     (6,392,243) 

Allowance for doubtful receivables     (12,844)     (39,296) 

Allowance for sales returns and others     (2,478,001)     (1,178,217) 

Other receivables from related parties     2,294      (3,294) 

Other financial assets     376,342     740,959 

Inventories     2,611,297     (7,492,233) 

Prepaid expenses and other current assets     (403,762)     (752,408) 

Accounts payable     (1,968,820)     933,894 

Payables to related parties     462,578     84,078 

Income tax payable     3,490,268      (1,615,552) 

Salary and bonus payable     (275,565)     (2,892,971) 

Accrued profit sharing to employees and bonus to directors and 

  supervisors 

 

   (1,925,594) 

 

   4,277,804  

Accrued expenses and other current liabilities     304,582     248,192 

Accrued pension cost     98,915     15,319 

Deferred credits     (92,454)     (59,150) 

     

Net cash provided by operating activities     247,587,051     229,475,766 

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries 
 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010  

(In Thousands of New Taiwan Dollars) 

 

 
  2011  2010 

     

CASH FLOWS FROM INVESTING ACTIVITIES     

Acquisitions of:     

Property, plant and equipment    $ (213,962,521)    $ (186,944,203) 

Available-for-sale financial assets     (35,088,394)     (48,340,334) 

Held-to-maturity financial assets     (584,280)     (4,101,501) 

Investments accounted for using equity method     -     (6,242,350) 

Financial assets carried at cost     (403,908)     (1,812,928) 

Proceeds from disposal or redemption of:       

Available-for-sale financial assets     59,305,023     37,816,288 

Held-to-maturity financial assets     4,789,000     15,943,000 

Financial assets carried at cost     226,226     242,335 

Property, plant and equipment and other assets     698,055     115,524 

Increase in deferred charges     (1,715,892)     (1,801,728) 

Decrease (increase) in refundable deposits     4,149,543      (5,944,827) 

Decrease (increase) in other assets     63,723     (1,015,458) 

     

Net cash used in investing activities     (182,523,425)     (202,086,182) 

     

CASH FLOWS FROM FINANCING ACTIVITIES     

Increase (decrease) in short-term loans     (5,287,416)     31,213,944 

Proceeds from long-term bank loans     2,250,000     - 

Repayment of long-term bank loans     (1,142,968)     (967,034) 

Proceeds from issuance of bonds     18,000,000     - 

Decrease in other long-term payables     (3,633,052)     (1,107,333) 

Decrease in guarantee deposits     (342,242)     (232,925) 

Proceeds from donation     -     49,021 

Proceeds from exercise of employee stock options     217,697     244,824 

Acquisition of treasury stock     (71,598)     - 

Cash dividends     (77,730,236)     (77,708,120) 

Decrease in minority interests     (118,226)     (130,083) 

     

Net cash used in financing activities     (67,858,041)     (48,637,706) 

     

NET DECREASE IN CASH AND CASH EQUIVALENTS     (2,794,415)     (21,248,122) 

     

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH  

  EQUIVALENTS 

 

   (147,682) 

 

   (2,141,264) 

     

EFFECT OF CHANGES IN CONSOLIDATED ENTITIES     (1,472,581)     - 

     

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR     147,886,955     171,276,341 

     

CASH AND CASH EQUIVALENTS, END OF YEAR    $ 143,472,277    $ 147,886,955 

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries 
 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010  

(In Thousands of New Taiwan Dollars) 

 

 

  2011  2010 

     

SUPPLEMENTAL DISCLOSURE OF CASH FLOW 

INFORMATION 

 

 

 

 

Interest paid     $ 531,518    $ 392,805 

Income tax paid    $ 7,677,085    $ 9,818,418 

     

INVESTING ACTIVITIES AFFECTING BOTH CASH AND 

NON-CASH ITEMS 

 

 

 

 

Acquisition of property, plant and equipment    $207,175,565    $201,696,476 

Decrease (increase) in payables to contractors and equipment 

suppliers 

 

   6,846,682 

 

   (14,599,987) 

Nonmonetary exchange trade-out price     (3,164)     (124,746) 

Increase in other liabilities     (56,562)     (27,540) 

Cash paid    $213,962,521    $186,944,203 

     

Disposal of property, plant and equipment and other assets    $ 543,219    $ 458,561 

Decrease (increase) in other financial assets     158,000     (218,291) 

Nonmonetary exchange trade-out price     (3,164)     (124,746) 

Cash received    $ 698,055    $ 115,524 

     

Acquisition of available-for-sale financial assets    $ 35,024,974    $ 48,405,875 

Decrease (increase) in accrued expenses and other current 

liabilities 

 

   63,420 

 

   (65,541) 

Cash paid    $ 35,088,394    $ 48,340,334 

     

NON-CASH FINANCING ACTIVITIES     

Current portion of bonds payable    $ 4,500,000    $ - 

Current portion of long-term bank loans    $ 62,500    $ 241,407 

Current portion of other long-term payables (under accrued 

expenses and other current liabilities) 

 

  $ 3,399,855 

 

  $ 1,406,601 

 

 

 

The accompanying notes are an integral part of the consolidated financial statements. (Concluded) 
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ATTACHMENT V 

 

 

TAIWAN SEMICONDUCTOR MANUFACTURING COMPANY LIMITED 

PROFIT ALLOCATION PROPOSAL 

December 31, 2011 

Unit: NT$ 

Net Income of 2011 (Note)                           134,201,278,713 

 

Subtract: 

 

- 10% Legal Reserve                                    13,420,127,871 

 

- Special Reserve                                     1,172,349,926 

 

Retained Earnings in 2011 Available for Distribution                   119,608,800,916 

 

Add: 

 

- Unappropriated Retained Earnings of Previous Years                     79,156,007,343 

 

Retained Earnings Available for Distribution as of December 31, 2011    198,764,808,259 

 

Distribution Item: 

 

- Cash Dividends to Common Share Holders (NT$3.0 per share)             77,748,667,725 

 

Unappropriated Retained Earnings                                  121,016,140,534 

 

(Note) : 

After expensing the following: 

‧Employees' cash bonus and profit sharing of NT$17,980,052,950, including 

- NT$8,990,026,475 distributed cash bonus; and 

- NT$8,990,026,475 cash profit sharing to be distributed after 2012 Annual Shareholders' Meeting 

‧Directors' compensation of NT$62,323,764 
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ATTACHMENT VI 

 

Revisions to the Articles of Incorporation 

Mark-up and Clean Revisions 

 

MARK-UP VERSION CLEAN VERSION 

Article 14 

Except as provided in the Company Law of 

the Republic of China, shareholders’ 

meetings may be held if attended by 

shareholders in person or by proxy 

representing more than one half of the total 

issued and outstanding capital stock of the 

Corporation, and resolutions shall be adopted 

at the meeting with the concurrence of a 

majority of the votes held by shareholders 

present at the meeting.  According to 

regulatory requirements, shareholders may 

also vote via an electronic voting system, and 

those who do shall be deemed as attending 

the shareholders’ meeting in person; 

electronic voting shall be conducted in 

accordance with the relevant laws and 

regulations. 

Article 14 

Except as provided in the Company Law of 

the Republic of China, shareholders’ 

meetings may be held if attended by 

shareholders in person or by proxy 

representing more than one half of the total 

issued and outstanding capital stock of the 

Corporation, and resolutions shall be adopted 

at the meeting with the concurrence of a 

majority of the votes held by shareholders 

present at the meeting.  According to 

regulatory requirements, shareholders may 

also vote via an electronic voting system, and 

those who do shall be deemed as attending 

the shareholders’ meeting in person; 

electronic voting shall be conducted in 

accordance with the relevant laws and 

regulations. 
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Article 19-1 

For the election of Directors, each share has 

the same voting rights equal to the number of 

Directors to be elected, and a shareholder 

may cast all his/her voting rights to one 

candidate or among several candidates; those 

candidates receiving more voting rights shall 

be elected as Directors. 

 

Except those elected in 2006 in accordance 

with the letter of March 28, 2006 Chin-Kuan 

Cheng one Tze No. 0950001617 issued by 

the relevant regulatory authority, independent 

dDirectors shall be elected by adopting 

candidates nomination system as specified in 

Article 192-1 of the ROC Company Law.  

The nomination of independent directors and 

related announcement shall comply with the 

relevant regulations of the ROC Company 

Law and Securities and Exchange Law.  

The election of independent directors and 

non-independent directors shall be held 

together; provided, however, the number of 

independent directors and non-independent 

directors elected shall be calculated 

separately. 

Article 19-1 

For the election of Directors, each share has 

the same voting rights equal to the number of 

Directors to be elected, and a shareholder 

may cast all his/her voting rights to one 

candidate or among several candidates; those 

candidates receiving more voting rights shall 

be elected as Directors. 

 

Directors shall be elected by adopting 

candidates nomination system as specified in 

Article 192-1 of the ROC Company Law.  

The nomination of directors and related 

announcement shall comply with the relevant 

regulations of the ROC Company Law and 

Securities and Exchange Law.  The election 

of independent directors and 

non-independent directors shall be held 

together; provided, however, the number of 

independent directors and non-independent 

directors elected shall be calculated 

separately. 

Article 19-2 

In compliance with Articles 14-4 of the ROC 

Securities and Exchange Law, the 

Corporation shall establish an Audit 

Committee, which shall consist of all 

independent directors.  Effective from 

January 1, 2007, tThe Audit Committee or 

the members of Audit Committee shall be 

responsible for those responsibilities of 

Supervisors specified under the ROC 

Company Law, Securities and Exchange Law 

and other relevant regulations. 

Article 19-2 

In compliance with Articles 14-4 of the ROC 

Securities and Exchange Law, the 

Corporation shall establish an Audit 

Committee, which shall consist of all 

independent directors.  The Audit 

Committee or the members of Audit 

Committee shall be responsible for those 

responsibilities of Supervisors specified 

under the ROC Company Law, Securities 

and Exchange Law and other relevant 

regulations. 
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Article 29 

The Corporation may, by resolution of the 

Board of Directors, appoint aone or more 

Chief Executive Officer(s), a President(s), 

and one or more Vice President(s) or such 

other officers to meet the Corporation’s 

operational or managerial needs.  The 

President may also be a Director and/or the 

Chief Executive Officer of the Corporation. 

 

The Chief Executive Officer shall have the 

overall responsibilities for the business of the 

Corporation and all the affiliated companies.  

The Chief Executive Officer(s) shall cause to 

be prepared and furnished to the Board of 

Directors of the Corporation a balance sheet 

of the Corporation and related statements of 

income and loss, as of the end of each 

calendar month, quarter and year.  Monthly 

and qQuarterly statements shall be furnished 

no more than sixty (60)forty-five (45) days 

after the end of each month and quarter, and 

year-end statements shall be furnished no 

more than ninety (90) days after the end of 

each year.  Such financial statements shall 

be prepared in accordance with generally 

accepted accounting principles applied in the 

Republic of China on a consistent basis.  

Such statements shall be accompanied by a 

certification of the Corporation that such 

statements have been so prepared.  Subject 

to the policies of the Corporation, the 

Presidentofficers as stated in the previous 

paragraph shall be responsible for the overall 

control of allocated business and operation of 

the Corporation and shall make reports to the 

Board of Directors, and.  The President 

shall also supervise and control day-to-day 

business and operation of the Corporation in 

accordance with the policies of the Board of 

Directors headed by the Chairman. The Vice 

President-Finance shall have special 

responsibility for the financial affairs and 

accounting of the Corporation. 

Article 29 

The Corporation may, by resolution of the 

Board of Directors, appoint one or more 

Chief Executive Officer(s), President(s), Vice 

President(s) or such other officers to meet the 

Corporation’s operational or managerial 

needs. 

 

The Chief Executive Officer(s) shall cause to 

be prepared and furnished to the Board of 

Directors of the Corporation a balance sheet 

of the Corporation and related statements of 

income and loss, as of the end of each 

calendar month, quarter and year.  Quarterly 

statements shall be furnished no more than 

forty-five (45) days after the end of each 

quarter, and year-end statements shall be 

furnished no more than ninety (90) days after 

the end of each year.  Such financial 

statements shall be prepared in accordance 

with generally accepted accounting principles 

applied in the Republic of China on a 

consistent basis.  Such statements shall be 

accompanied by a certification of the 

Corporation that such statements have been 

so prepared.  Subject to the policies of the 

Corporation, the officers as stated in the 

previous paragraph shall be responsible for 

the overall control of allocated business and 

operation of the Corporation and shall make 

reports to the Board of Directors, and shall 

also supervise and control day-to-day 

business and operation of the Corporation in 

accordance with the policies of the Board of 

Directors headed by the Chairman. The Vice 

President-Finance shall have special 

responsibility for the financial affairs and 

accounting of the Corporation. 
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Article 30 

The Chief Executive Officer(s) reports to the 

Chairman of the Board of Directors. The 

President(s), and Vice President(s) and other 

officers shall perform such duties as 

designated by the Chairman or the Board of 

Directors. 

Article 30 

The Chief Executive Officer(s) reports to the 

Chairman of the Board of Directors. The 

President(s), Vice President(s) and other 

officers shall perform such duties as 

designated by the Chairman or the Board of 

Directors. 

Article 33 

This Corporation shall not pay dividends or 

bonuses when there is no profit.  When 

allocating the net profits for each fiscal year, 

the Corporation shall first offset its losses in 

previous years and set aside a legal capital 

reserve at 10% of the profits left over, until 

the accumulated legal capital reserve has 

equaled the total capital of the Corporation; 

then set aside special capital reserve in 

accordance with relevant laws or regulations 

or as requested by the authorities in charge; 

and then set aside not more than 0.3% of the 

balance as bonus to directors and not less 

than 1% as bonus to employees of this 

Corporation. Directors who also serve as 

executive officers of this Corporation are not 

entitled to receive bonus to directors. This 

Corporation may issue stock bonuses to 

employees of an affiliated company meeting 

the conditions set by the Board of Directors 

or, by the person duly authorized by the 

Board of Directors. Any balance left over 

shall be allocated according to the following 

principles per resolution of the shareholders’ 

meeting: 

1. Except distribution of reserve in 

accordance with item (2) below, this 

Corporation shall not pay dividends or 

bonuses when there is no profit; however, 

where the legal capital reserve reaches 

over 50% of the paid-in capital, this 

Corporation may distribute the amount in 

excess as dividends and bonuses.  Profits 

may be distributed in total after taking into 

consideration financial, business and 

operational factors. Profits of this 

Corporation may be distributed by way of 

cash dividend and/or stock dividend. 

Since this Corporation is in a 

capital-intensive industry at the steady 

Article 33 

This Corporation shall not pay dividends or 

bonuses when there is no profit.  When 

allocating the net profits for each fiscal year, 

the Corporation shall first offset its losses in 

previous years and set aside a legal capital 

reserve at 10% of the profits left over, until 

the accumulated legal capital reserve has 

equaled the total capital of the Corporation; 

then set aside special capital reserve in 

accordance with relevant laws or regulations 

or as requested by the authorities in charge; 

and then set aside not more than 0.3% of the 

balance as bonus to directors and not less 

than 1% as bonus to employees of this 

Corporation. Directors who also serve as 

executive officers of this Corporation are not 

entitled to receive bonus to directors. This 

Corporation may issue stock bonuses to 

employees of an affiliated company meeting 

the conditions set by the Board of Directors 

or, by the person duly authorized by the 

Board of Directors. Any balance left over 

shall be allocated according to the following 

principles per resolution of the shareholders’ 

meeting: 

Profits may be distributed in total after taking 

into consideration financial, business and 

operational factors. Profits of this 

Corporation may be distributed by way of 

cash dividend and/or stock dividend. Since 

this Corporation is in a capital-intensive 

industry at the steady growth stage of its 

business, distribution of profits shall be made 

preferably by way of cash dividend. 

Distribution of profits may also be made by 

way of stock dividend, provided however, the 

ratio for stock dividend shall not exceed 50% 

of total distribution. 
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growth stage of its business, distribution 

of profits shall be made preferably by way 

of cash dividend. Distribution of profits 

may also be made by way of stock 

dividend, provided however, the ratio for 

stock dividend shall not exceed 50% of 

total distribution. 

2. In case there is no profit for distribution in 

a certain year, or the profit of a certain 

year is far less than the profit actually 

distributed by this Corporation in the 

previous year, or considering the financial, 

business or operational factors of this 

Corporation, this Corporation may 

allocate a portion or all of its reserves for 

distribution in accordance with relevant 

laws or regulations or the orders of the 

authorities in charge. 

In case there is no profit for distribution in a 

certain year, or the profit of a certain year is 

far less than the profit actually distributed by 

this Corporation in the previous year, or 

considering the financial, business or 

operational factors of this Corporation, this 

Corporation may allocate a portion or all of 

its reserves for distribution in accordance 

with relevant laws or regulations or the 

orders of the authorities in charge. 

Article 36 

These Articles of Incorporation are agreed to 

and signed on December 10, 1986 by all the 

promoters of the Corporation, and the first 

Amendment was approved by the 

shareholders’ meeting on April 28, 1987, the 

second Amendment on November 27, 1989, 

the third Amendment on May 28, 1991, the 

fourth Amendment on May 18, 1993, the 

fifth Amendment on January 28, 1994, the 

sixth Amendment on May 12, 1995, the 

seventh Amendment on April 8, 1996, and 

the eighth Amendment on May 13, 1997, the 

ninth Amendment on May 12, 1998, the tenth 

Amendment on May 11, 1999, the eleventh 

Amendment on April 14, 2000, the twelfth 

Amendment on September 5, 2000, the 

thirteenth Amendment on May 15, 2001, the 

fourteenth Amendment on May 7, 2002, the 

fifteenth Amendment on June 3, 2003, the 

sixteenth Amendment on December 21, 

2004, the seventeenth Amendment on May 

10, 2005, the eighteenth Amendment on May 

16, 2006, the nineteenth Amendment on May 

7, 2007, and the twentieth Amendment on 

June 15, 2010, and the twenty-first 

Amendment on June 12, 2012. 

Article 36 

These Articles of Incorporation are agreed to 

and signed on December 10, 1986 by all the 

promoters of the Corporation, and the first 

Amendment was approved by the 

shareholders’ meeting on April 28, 1987, the 

second Amendment on November 27, 1989, 

the third Amendment on May 28, 1991, the 

fourth Amendment on May 18, 1993, the 

fifth Amendment on January 28, 1994, the 

sixth Amendment on May 12, 1995, the 

seventh Amendment on April 8, 1996, and 

the eighth Amendment on May 13, 1997, the 

ninth Amendment on May 12, 1998, the tenth 

Amendment on May 11, 1999, the eleventh 

Amendment on April 14, 2000, the twelfth 

Amendment on September 5, 2000, the 

thirteenth Amendment on May 15, 2001, the 

fourteenth Amendment on May 7, 2002, the 

fifteenth Amendment on June 3, 2003, the 

sixteenth Amendment on December 21, 

2004, the seventeenth Amendment on May 

10, 2005, the eighteenth Amendment on May 

16, 2006, the nineteenth Amendment on May 

7, 2007, the twentieth Amendment on June 

15, 2010, and the twenty-first Amendment on 

June 12, 2012. 
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ATTACHMENT VII 

 

Revisions to the Rules for Election of Directors 

Mark-up and Clean Revisions 

 

MARK-UP VERSION CLEAN VERSION 

Article 4 

This Company’s independent directors 

shall be elected by adopting the candidate 

nomination system specified in Article 

192-1 of the ROC Company Law. 

 

Article 4 

This Company’s directors shall be elected 

by adopting the candidate nomination 

system specified in Article 192-1 of the 

ROC Company Law. 
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