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Business Report 
 

In 2012 TSMC achieved record revenue and net profit, despite a decline in world 

semiconductor industry revenue related to slower global economic growth.  Our 

performance was driven largely by the growing global demand for mobile IC products, 

such as tablets and smartphones.  Designers of these products are rapidly migrating to 28-

nanometer technology, where TSMC has commanded a very strong position among the 

semiconductor foundry players. 

As we continued to expand our technology leadership with multiple years of intensified 

R&D and capital investment, our leadership position in mobile IC was strengthened by 

our close partnerships with customers, who count on TSMC to deliver the advanced 

technology nodes that enable their innovative designs with higher speed, lower power 

consumption and smaller form factor.  We believe TSMC is well positioned to meet the 

strong demand for mobile products in the next several years. 

In 2012 we accelerated the installation of 28-nanometer capacity and production at an 

unprecedented pace in order to meet customers’ strong demand.  As a result, TSMC’s 

shipment of 28-nanometer wafers increased thirty-fold in 2012 from its 2011 level.  Other 

achievements in 2012 include: 

• Our total wafer shipments reached 14.04 million 8-inch equivalent wafers. 

• Our advanced technologies (65-nanometer and beyond) reached 62 percent of total 

wafer revenue. 

• Our share of the total semiconductor foundry segment increased for the third 

consecutive year and reached 45 percent. 

2012 Financial Performance 

Consolidated revenue totaled NT$506.25 billion, an increase of 18.5 percent over 

NT$427.08 billion in 2011.  Net income was NT$166.16 billion and diluted earnings per 

share were NT$6.41, both increased 23.8 percent from the 2011 level of NT$134.20 

billion net income and NT$5.18 diluted EPS. 
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In US dollars, TSMC generated net income of US$5.62 billion on consolidated revenue 

of US$17.12 billion, compared with net income of US$4.57 billion on consolidated 

revenue of US$14.54 billion for 2011. 

Gross profit margin was 48.1 percent compared with 45.4 percent in 2011, and operating 

profit margin reached 35.8 percent compared with 33.1 percent a year earlier.  Net profit 

margin was 32.8 percent, an increase of 1.4 percentage points from the previous year’s 

31.4 percent. 

Technological Developments  

We are augmenting our strong position in 28-nanometer technology with the 

development of our 20-nanometer System-on-Chip (20-SoC) and 16-nanometer FinFET, 

or field-effect transistor with three-dimensional architecture.  Both 20-nanometer and 16-

nanometer FinFET are making progress in R&D and represent state-of-the-art leading-

edge technologies, not just in foundry but in the whole semiconductor industry.  In 

November 2012, we began to accept customers’ test chips for our 20-nanometer SoC 

technology, and volume production is scheduled to begin in 2014.  In 2012, we 

completed the 16-nanometer FinFET technology definition and began development, and 

we successfully taped out process development test vehicle and demonstrated functional 

yield on the FinFET-based SRAM bit-cells.  Risk production of TSMC’s 16-FinFET is 

expected to follow 20-SoC by one year.  This is a somewhat faster cadence than our 

previous generations, enabled by the similarity in interconnect density shared between 

20-SoC and 16-FinFET.  At the same time, pathfinding for 10-nanometer node has started 

with multiple patterning on immersion scanners.  Innovative processes are being 

developed to deal with the unique challenges of this technology node. 

TSMC became the world’s first foundry to provide a full system integration, turn-key 

solution to customers in 2012.  Our backend technologies included advanced interconnect, 

production-ready fine pitch silicon interposer with through silicon via (TSV) and chip 

stacking, and advanced wafer-level-chip scale packaging (WLCSP).  We can offer 

customers design tools, technology and mass production capability. 
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TSMC has gained important customer wins and segment share not only through 

manufacturing excellence, but also through other key competitive advantages, not the 

least of which is our open design ecosystem, the Open Innovation Platform® (OIP).  OIP 

becomes an even more important competitive advantage for TSMC as customers engage 

the exploration-solution-validation design cycle at 20- and 16-nanometer geometries, 

which represent a new frontier in precision technology manufacturing. 

Corporate Developments 

To accelerate the development of key next-generation lithographic technology, in August 

2012 TSMC joined the ASML Holding N.V. Customer Co-Investment Program.  The 

program’s scope includes development of extreme ultraviolet (EUV) lithography 

technology and 450-millimeter lithography tools.  Under the agreement with ASML, 

TSMC made an investment of €838 million to acquire 5 percent of ASML’s equity, and 

will commit €277 million, spread over five years, to ASML’s R&D program. 

Honors and Awards 

TSMC in 2012 received numerous honors and awards for our efforts in sustainability, 

corporate governance, investor relations, and innovation from Corporate Governance 

Asia, EuroMoney, FinanceAsia, Institutional Investors, the IR Magazine, CommonWealth 

Magazine, and Global View Magazine. 

As a leader in green manufacturing, we were honored that TSMC’s Fab 12, Phases 1 and 

2, manufacturing facility earned the world’s first LEED1 “Platinum” certification for a 

semiconductor wafer fab. 

Dow Jones Sustainability Indexes (DJSI) not only included TSMC in its index for the 12th 

consecutive year, but also named TSMC the semiconductor sector leader for the second 

time since 2010, highlighting our dedication to corporate social responsibility, leadership 

                                                      
1 LEED stands for the “Leadership in Energy and Environmental Design”, a rating system run by the U.S. 
Green Building Council that conducts the certification process. 
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in adopting international sustainability management standards, and continued innovation 

in the economic, environmental, and social dimensions. 

Outlook 

Innovations in mobile computing products have changed the way people live, and 

advancement of semiconductor technologies enabled these changes.  Through our efforts 

in the past 25 years, TSMC has achieved technology leadership, manufacturing 

excellence, and the trust of our customers.  Allied with our customers, suppliers, and 

ecosystem partners, we believe TSMC is well positioned to expand the technology 

frontier, enable innovations further, and to fulfill our mission as the trusted technology 

and capacity provider for the global logic IC industry for years to come. 
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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, 2012 and 2011, 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, 2012 and 2011, 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. 
 
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, 2012 and 2011 on which we have issued an unqualified opinion. 
 
 
 
 
 
February 5, 2013 
 

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, 2012 AND 2011 
(In Thousands of New Taiwan Dollars, Except Par Value) 
 
  
  2012  2011    2012 2011 
ASSETS  Amount  %  Amount %  LIABILITIES AND SHAREHOLDERS’ EQUITY  Amount % Amount % 
               
CURRENT ASSETS         CURRENT LIABILITIES      

Cash and cash equivalents (Notes 2 and 4)    $ 109,150,810     12    $ 85,262,521    11  Short-term loans (Note 14)    $ 34,714,929    4   $ 25,926,528    3
Financial assets at fair value through profit or loss (Notes 2, 5 and 23)     38,824     -     14,925    -  Financial liabilities at fair value through profit or loss (Notes 2, 5       
Available-for-sale financial assets (Notes 2, 6 and 23)     1,845,052     -     2,617,134    -    and 23)     6,274    -    -    -
Held-to-maturity financial assets (Notes 2, 7 and 23)     701,146     -     701,136    -  Accounts payable     13,392,221    1    9,522,688    1
Receivables from related parties (Notes 3 and 24)     40,987,444     4     24,777,534    3  Payables to related parties (Note 24)     3,230,342    -    2,992,582    -
Notes and accounts receivable (Note 3)     15,726,431     2     19,894,386    3  Income tax payable (Notes 2 and 17)     15,196,399    2    10,647,797    1
Allowance for doubtful receivables (Notes 2, 3 and 8)     (474,037)     -     (485,120)    -  Accrued profit sharing to employees and bonus to directors (Note 19)     11,186,591    1    9,055,704    1
Allowance for sales returns and others (Notes 2 and 8)     (5,732,738)     (1)     (4,887,879)    -  Payables to contractors and equipment suppliers     44,371,108    5    33,811,970    5
Other receivables from related parties (Notes 3 and 24)     274,963     -     188,028    -  Accrued expenses and other current liabilities (Note 23)     16,698,014    2    13,057,161    2
Other financial assets     175,261     -     122,010    -  Current portion of bonds payable (Notes 15 and 23)     -    -    4,500,000    1
Inventories (Notes 2 and 9)     35,296,391     4     22,853,397    3        
Deferred income tax assets (Notes 2 and 17)     7,728,464     1     5,779,544    1  Total current liabilities     138,795,878    15    109,514,430    14
Prepaid expenses and other current assets     2,097,329     -     1,725,736    -        
                    LONG-TERM LIABILITIES      

Total current assets     207,815,340     22     158,563,352    21  Bonds payable (Notes 15 and 23)     80,000,000    9    18,000,000    2
                    Other long-term payables (Note 23)     54,000    -    -    -
LONG-TERM INVESTMENTS (Notes 2, 7, 10, 11 and 23)               

Investments accounted for using equity method     139,264,161     15     128,200,718    17  Total long-term liabilities     80,054,000    9    18,000,000    2
Held-to-maturity financial assets     -     -     702,291    -        
Financial assets carried at cost     483,759     -     497,835    -  OTHER LIABILITIES      
                    Accrued pension cost (Notes 2 and 16)     3,926,276    -    3,860,898    1

Total long-term investments     139,747,920     15     129,400,844    17  Guarantee deposits     199,315    -    439,032    -
                                    
PROPERTY, PLANT AND EQUIPMENT (Notes 2, 12 and 24)         Total other liabilities     4,125,591    -    4,299,930    1

Cost                         
Buildings     173,344,932     18     149,495,478    20  Total liabilities     222,975,469    24    131,814,360    17
Machinery and equipment     1,202,761,097     127     984,978,666    129                  
Office equipment     16,683,484     2     13,824,434    2  CAPITAL STOCK - NT$10 PAR VALUE (Note 19)      
     1,392,789,513     147     1,148,298,578    151  Authorized:  28,050,000 thousand shares      

Accumulated depreciation     (924,961,566)     (98)     (804,740,797)    (106)  Issued: 25,924,435 thousand shares in 2012      
Advance payments and construction in progress     118,775,347     13     110,815,752    14   25,916,222 thousand shares in 2011     259,244,357    27    259,162,226    34
                                    

Net property, plant and equipment     586,603,294     62     454,373,533    59  CAPITAL SURPLUS (Notes 2 and 19)     56,137,809    6    55,846,357    8
                                    
INTANGIBLE ASSETS         RETAINED EARNINGS (Note 19)      

Goodwill (Note 2)     1,567,756     -     1,567,756    -  Appropriated as legal capital reserve     115,820,123    12    102,399,995    13
Deferred charges, net (Notes 2 and 13)     4,882,081     1     4,719,244    1  Appropriated as special capital reserve     7,606,224    1    6,433,874    1 
                    Unappropriated earnings     287,174,942    30    213,357,286    28

Total intangible assets     6,449,837     1     6,287,000    1                  
                         410,601,289    43    322,191,155    42
OTHER ASSETS               

Refundable deposits     2,394,826     -     4,491,735    1  OTHERS       
Deferred income tax assets (Notes 2 and 17)     2,244,947     -     7,221,824    1  Cumulative translation adjustments (Note 2)     (10,753,763)    (1)    (6,433,369)    (1)
Others (Notes 2 and 24)     917,019     -     1,069,586    -  Net loss not recognized as pension cost     (5,299)    -    -    -
         Unrealized gain/loss on financial instruments (Notes 2 and 23)     7,973,321    1    (1,172,855)    -

Total other assets     5,556,792     -     12,783,145    2        
              (2,785,741)    -    (7,606,224)    (1)
               
         Total shareholders’ equity     723,197,714    76    629,593,514    83

               
TOTAL    $ 946,173,183     100    $ 761,407,874    100  TOTAL    $ 946,173,183    100   $ 761,407,874    100
 
 
 
The accompanying notes are an integral part of the financial statements. 

12



 

  

Taiwan Semiconductor Manufacturing Company Limited 
 
STATEMENTS OF INCOME 
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011 
(In Thousands of New Taiwan Dollars, Except Earnings Per Share) 
 
 
 2012  2011 
 Amount %  Amount % 
      
GROSS SALES (Notes 2 and 24)   $ 506,697,738     $ 421,472,087  
          
SALES RETURNS AND ALLOWANCES (Notes 2 

and 8)    6,825,851      3,226,594  
               
NET SALES    499,871,887    100     418,245,493    100
               
COST OF SALES (Notes 9, 18 and 24)    265,538,540    53     233,083,068    56
               
GROSS PROFIT BEFORE AFFILIATES 

ELIMINATION    234,333,347    47     185,162,425    44
               
REALIZED (UNREALIZED) GROSS PROFIT FROM 

AFFILIATES (Note 2)    (25,029)    -     398,440    -
               
GROSS PROFIT     234,308,318    47     185,560,865    44
               
OPERATING EXPENSES (Notes 18 and 24)      

Research and development    38,788,245    8     31,594,034    7
General and administrative    16,330,060    3     12,715,339    3
Marketing    2,388,243    -     2,345,729    1

               
Total operating expenses    57,506,548    11     46,655,102    11

               
INCOME FROM OPERATIONS    176,801,770    36     138,905,763    33
               
NON-OPERATING INCOME AND GAINS      

Equity in earnings of equity method investees, net 
(Notes 2 and 10)    8,127,748    2     3,778,083    1

Settlement income (Note 26)    883,845    -     947,340    1
Interest income    867,227    -     697,196    -
Technical service income (Note 24)    497,638    -     408,153    -
Valuation gain on financial instruments, net  

(Notes 2, 5 and 23)    -    -     801,195    -
Others (Notes 2 and 24)    811,619    -     655,079    -

               
Total non-operating income and gains    11,188,077    2     7,287,046    2

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited 
 
STATEMENTS OF INCOME 
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011 
(In Thousands of New Taiwan Dollars, Except Earnings Per Share) 
 
 
 2012  2011 
 Amount %  Amount % 
      
NON-OPERATING EXPENSES AND LOSSES      

Impairment loss of financial assets (Notes 2, 6  
and 23)   $ 2,677,529    1    $ -    -

Interest expense (Note 24)    945,114    -     445,887    -
Impairment loss on idle assets (Note 2)    418,330    -     -    -
Loss on disposal of property, plant and equipment 

(Notes 2 and 24)    146,647    -     202,901    -
Foreign exchange loss, net (Note 2)    -    -     673,085    -
Others (Note 2)    172,279    -     163,092    -

               
Total non-operating expenses and losses    4,359,899    1     1,484,965    -

               
INCOME BEFORE INCOME TAX    183,629,948    37     144,707,844    35
               
INCOME TAX EXPENSE (Notes 2 and 17)    17,471,146    4     10,506,565    3
               
NET INCOME   $ 166,158,802    33    $ 134,201,279    32
 
 2012  2011 
 Before 

Income 
Tax 

After 
Income 

Tax  

Before 
Income 

Tax 

After 
Income 

Tax 
      
EARNINGS PER SHARE (NT$, Note 22)      

Basic earnings per share   $ 7.08   $ 6.41    $ 5.58   $ 5.18 
Diluted earnings per share   $ 7.08   $ 6.41    $ 5.58   $ 5.18 

 
 
 
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, 2012 AND 2011 
(In Thousands of New Taiwan Dollars, Except Dividends Per Share) 
 
 
            Others  
              Net Loss Not  Unrealized   
  Capital Stock - Common Stock    Retained Earnings Cumulative  Recognized  Gain/Loss  Total
  Shares      Legal Capital Special Capital Unappropriated  Translation  as Pension  on Financial  Shareholders’
  (In Thousands)  Amount  Capital Surplus  Reserve Reserve Earnings Total Adjustments  Cost  Instruments Treasury Stock Equity
                   
BALANCE, JANUARY 1, 2011     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
                   
Appropriations of prior year’s earnings                   

Legal capital reserve     -     -     -     13,420,128    -    (13,420,128)    -    -    -     -    -    -
Special capital reserve     -     -     -     -    1,172,350    (1,172,350)    -    -    -     -    -    -
Cash dividends to shareholders - NT$3.00 per 

share     -     -     -     -    -    (77,748,668)    (77,748,668)    -    - 
 

   -    -    (77,748,668)
Net income in 2012     -     -     -     -    -    166,158,802    166,158,802    -    -     -    -    166,158,802
Adjustment arising from changes in percentage of 

ownership in equity method investees     -     -     131,095      -    -    -    -    -    - 
 

   -    -    131,095 
Translation adjustments     -     -     -     -    -    -    -    (4,320,394)    -     -    -    (4,320,394)
Issuance of stock from exercising employee stock 

options     8,213     82,131     160,357     -    -    -    -    -    - 
 

   -    -    242,488
Net changes of valuation gain/loss on 

available-for-sale financial assets     -     -     -     -    -    -    -    -    - 
 

   1,998,347    -    1,998,347 
Net change in shareholders’ equity from equity 

method investees     -     -     -     -    -    -    -    -     (5,299) 
 

   7,147,829    -    7,142,530
                   
BALANCE, DECEMBER 31, 2012     25,924,435    $ 259,244,357    $ 56,137,809    $ 115,820,123   $ 7,606,224   $ 287,174,942   $ 410,601,289   $ (10,753,763)   $ (5,299)    $ 7,973,321   $ -   $ 723,197,714 
 
 
 
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, 2012 AND 2011 
(In Thousands of New Taiwan Dollars) 
 
 
 2012  2011 
    
CASH FLOWS FROM OPERATING ACTIVITIES    

Net income   $ 166,158,802     $ 134,201,279 
Adjustments to reconcile net income to net cash provided by operating 

activities:    
Depreciation and amortization    124,399,879     102,925,423
Unrealized (realized) gross profit from affiliates    25,029     (398,440)
Amortization of premium/discount of financial assets    2,281     9,860
Gain on disposal of available-for-sale financial assets    (110,634)     (35,151)
Loss on disposal of financial assets carried at cost    269     -
Equity in earnings of equity method investees, net    (8,127,748)     (3,778,083)
Cash dividends received from equity method investees    1,688,878     2,941,548
Loss on disposal of property, plant and equipment and other assets, 

net    125,488     99,884
Impairment loss of financial assets    2,677,529     -
Impairment loss on idle assets    418,330     -
Deferred income tax    2,618,657     (493,026)
Changes in operating assets and liabilities:    

Financial assets and liabilities at fair value through profit or loss    (17,625)      (22,759)
Receivables from related parties    (16,209,910)     956,440
Notes and accounts receivable    4,167,955     2,356,519
Allowance for doubtful receivables    (11,083)     (2,880)
Allowance for sales returns and others    844,859      (2,453,565)
Other receivables from related parties    (89,347)     (38,049)
Other financial assets    (53,251)     138,196
Inventories    (12,442,994)     2,775,646
Prepaid expenses and other current assets    (371,593)     (382,852)
Accounts payable    1,361,012      (1,805,422)
Payables to related parties    (67,770)     418,132
Income tax payable    4,548,602     3,538,928
Accrued profit sharing to employees and bonus to directors    2,130,887      (1,903,765)
Accrued expenses and other current liabilities    3,556,824      (410,047)
Accrued pension cost    65,378     96,880

         
Net cash provided by operating activities    277,288,704     238,734,696

    
CASH FLOWS FROM INVESTING ACTIVITIES    

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

Property, plant and equipment    (242,063,668)     (202,757,541)
Investments accounted for using equity method    (2,259,244)      (7,390,883)
Financial assets carried at cost    (1,093)     -

(Continued) 

16



 

  

Taiwan Semiconductor Manufacturing Company Limited 
 
STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011 
(In Thousands of New Taiwan Dollars) 
 
 
 2012  2011 
    

Proceeds from return of capital by investees   $ 587,902    $ 320,013
Proceeds from disposal or redemption of:    

Available-for-sale financial assets    612,834     1,035,151
Held-to-maturity financial assets    700,000     4,789,000
Financial assets carried at cost    14,900     -
Property, plant and equipment and other assets    93,984     4,650,078

Increase in deferred charges    (1,743,043)     (1,658,296)
Decrease in refundable deposits    2,096,909     4,147,014
Decrease in other assets    17,600     27,600

         
Net cash used in investing activities    (241,942,919)      (198,108,204)

         
CASH FLOWS FROM FINANCING ACTIVITIES    

Increase (decrease) in short-term loans    8,788,401      (4,982,109)
Cash dividends    (77,748,668)      (77,730,236)
Proceeds from issuance of bonds    62,000,000     18,000,000
Repayment of bonds    (4,500,000)      -
Decrease in guarantee deposits    (239,717)      (308,855)
Proceeds from exercise of employee stock options    242,488     217,697
Acquisition of treasury stock    -      (71,598)

         
Net cash used in financing activities    (11,457,496)      (64,875,101)

         
NET INCREASE (DECREASE) IN CASH AND CASH 

EQUIVALENTS    23,888,289       (24,248,609)
         
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR    85,262,521     109,511,130
         
CASH AND CASH EQUIVALENTS, END OF YEAR   $ 109,150,810    $ 85,262,521
         
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION    

Interest paid   $ 670,165    $ 369,085
Income tax paid   $ 10,312,114    $ 7,454,386

         
INVESTING ACTIVITIES AFFECTING BOTH CASH AND 

NON-CASH ITEMS    
Acquisition of property, plant and equipment   $ 255,108,068    $ 195,932,728
Decrease (increase) in payables to contractors and equipment suppliers    (12,764,075)     6,827,106
Increase in payables to related parties    (280,256)     -
Nonmonetary exchange trade-out price    (69)     (2,293)
Cash paid   $ 242,063,668    $ 202,757,541

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited 
 
STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011 
(In Thousands of New Taiwan Dollars) 
 
 
 2012  2011 
    

Disposal of property, plant and equipment and other assets   $ 91,641    $ 3,370,165
Decrease in other receivables to related parties    2,412     1,124,206 
Decrease in other financial assets     -      158,000
Nonmonetary exchange trade-out price    (69)     (2,293)
Cash received   $ 93,984    $ 4,650,078
    
Acquisition of deferred charges   $ 2,184,901    $ 1,658,296
Increase in accounts payable    (303,584)     -
Increase in payables to related parties    (25,274)      -
Increase in other long-term payables    (113,000)     -
Cash paid   $ 1,743,043    $ 1,658,296
    

NON-CASH INVESTING AND FINANCING ACTIVITIES    
Idle assets reclassified from property, plant and equipment   $ 418,330    $ -
Current portion of other long-term payables (under accrued expenses 

and other current liabilities)   $ 59,000    $ -
Current portion of bonds payable   $ -    $ 4,500,000

 
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) 
 

18



  

  

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, 2012 and 2011, 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, 2012 and 2011, 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 5, 2013 
 

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, 2012 AND 2011 
(In Thousands of New Taiwan Dollars, Except Par Value) 
 
 
  2012  2011    2012 2011 
ASSETS  Amount  %  Amount %  LIABILITIES AND SHAREHOLDERS’ EQUITY  Amount % Amount % 
               
CURRENT ASSETS         CURRENT LIABILITIES      

Cash and cash equivalents (Notes 2 and 4)    $ 143,410,588     15    $ 143,472,277    19  Short-term loans (Note 15)    $ 34,714,929    4   $ 25,926,528    3
Financial assets at fair value through profit or loss (Notes 2, 5 and 26)     39,554     -     15,360    -  Financial liabilities at fair value through profit or loss (Notes 2, 5 and 26)     15,625    -    13,742    -
Available-for-sale financial assets (Notes 2, 6 and 26)     2,410,635     -     3,308,770    -  Hedging derivative financial liabilities (Notes 2, 11 and 26)     -    -    232    -
Held-to-maturity financial assets (Notes 2, 7 and 26)     5,056,973     1     3,825,680    1  Accounts payable      14,490,429    1    10,530,487    1
Receivables from related parties (Notes 3 and 27)     353,811     -     185,764    -  Payables to related parties (Note 27)     748,613    -    1,328,521    -
Notes and accounts receivable (Note 3)     58,257,798     6     46,321,240    6  Income tax payable (Notes 2 and 20)     15,635,594    2    10,656,124    1
Allowance for doubtful receivables (Notes 2, 3 and 8)     (480,212 )     -     (490,952 )    -  Salary and bonus payable      7,535,296    1    6,148,499    1
Allowance for sales returns and others (Notes 2 and 8)     (6,038,003 )     (1 )     (5,068,263 )    (1 )  Accrued profit sharing to employees and bonus to directors and supervisors       
Other receivables from related parties (Notes 3 and 27)     185,550     -     122,292    -    (Notes 2 and 22)     11,186,591    1    9,081,293    1
Other financial assets (Note 28)     473,833     -     617,142    -  Payables to contractors and equipment suppliers     44,831,798    5    35,540,526    5
Inventories (Notes 2 and 9)     37,830,498     4     24,840,582    3  Accrued expenses and other current liabilities (Notes 13, 18, 26 and 30)     13,148,944    1    13,218,235    2
Deferred income tax assets (Notes 2 and 20)     8,001,202     1     5,936,490    1  Current portion of bonds payable and long-term bank loans (Notes 16, 17      
Prepaid expenses and other current assets      2,786,408     -     2,174,014    -    and 26)     128,125    -    4,562,500    1
               

Total current assets     252,288,635     26     225,260,396    29  Total current liabilities     142,435,944    15    117,006,687    15
               

LONG-TERM INVESTMENTS (Notes 2, 6, 7, 10, 12 and 26)         LONG-TERM LIABILITIES      
Investments accounted for using equity method     23,430,020     3     24,900,332    3  Bonds payable (Notes 16 and 26)     80,000,000    9    18,000,000    3
Available-for-sale financial assets     38,751,245     4     -    -  Long-term bank loans (Notes 17, 26 and 28)     1,359,375    -    1,587,500    -
Held-to-maturity financial assets     -     -     5,243,167    1  Other long-term payables (Notes 18, 26 and 30)     54,000    -    -    -
Financial assets carried at cost     3,605,077     -     4,315,005    1  Obligations under capital leases (Notes 2, 13 and 26)     748,115    -    870,993    -
               

Total long-term investments     65,786,342     7     34,458,504    5  Total long-term liabilities     82,161,490    9    20,458,493    3
               

PROPERTY, PLANT AND EQUIPMENT (Notes 2, 13 and 27)         OTHER LIABILITIES      
Cost         Accrued pension cost (Notes 2 and 19)     3,979,541    -    3,908,508    -

Land and land improvements     1,527,124     -     1,541,128    -  Guarantee deposits     203,890    -    443,983    -
Buildings     197,314,677     21     172,872,550    22  Others (Note 27)     500,041    -    403,720    -
Machinery and equipment     1,279,167,719     134     1,057,588,736    137        
Office equipment     19,973,722     2     16,969,266    2  Total other liabilities     4,683,472    -    4,756,211    -
Leased assets      766,732     -     791,480    -        

     1,498,749,974     157     1,249,763,160    161  Total liabilities     229,280,906    24    142,221,391    18
Accumulated depreciation     (1,000,284,504 )     (105 )     (876,252,220 )    (113 )        
Advance payments and construction in progress     119,063,976     13     116,863,976    15  EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT       
         Capital stock - NT$10 par value (Note 22)      

Net property, plant and equipment     617,529,446     65     490,374,916    63  Authorized:  28,050,000 thousand shares       
         Issued:  25,924,435 thousand shares in 2012      

INTANGIBLE ASSETS          25,916,222 thousand shares in 2011     259,244,357    27    259,162,226    33
Goodwill (Note 2)     5,523,707     1     5,693,999    1  Capital surplus (Notes 2 and 22)     56,137,809    6    55,846,357    7
Deferred charges, net (Notes 2 and 14)     5,435,862     -     5,167,564    -  Retained earnings (Note 22)      
         Appropriated as legal capital reserve     115,820,123    12    102,399,995    13

Total intangible assets      10,959,569     1     10,861,563    1  Appropriated as special capital reserve     7,606,224    1    6,433,874    1
         Unappropriated earnings     287,174,942    30    213,357,286    28

OTHER ASSETS              410,601,289    43    322,191,155    42
Deferred income tax assets, net (Notes 2 and 20)     4,776,015     1     7,436,717    1  Others      
Refundable deposits (Note 27)     2,426,712     -     4,518,863    1  Cumulative translation adjustments (Note 2)     (10,753,763 )    (1 )    (6,433,369 )    (1 )
Others (Notes 2 and 27)     1,267,886     -     1,353,983    -  Net loss not recognized as pension cost (Note 2)     (5,299 )    -    -    -
                    Unrealized gain/loss on financial instruments (Notes 2, 11 and 26)     7,973,321     1    (1,172,855 )    -

Total other assets     8,470,613     1     13,309,563    2       (2,785,741 )    -    (7,606,224 )    (1 )
                                    

         Equity attributable to shareholders of the parent     723,197,714    76    629,593,514    81
               
         MINORITY INTERESTS (Note 2)     2,555,985    -    2,450,037    1
               

         Total shareholders’ equity     725,753,699    76    632,043,551    82
               
TOTAL     $ 955,034,605     100    $ 774,264,942    100  TOTAL     $ 955,034,605    100   $ 774,264,942    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, 2012 AND 2011  
(In Thousands of New Taiwan Dollars, Except Earnings Per Share) 
 
 
 2012  2011 
 Amount %  Amount % 
      
GROSS SALES (Notes 2 and 27)   $ 513,435,603     $ 430,490,500  
      
SALES RETURNS AND ALLOWANCES 

(Notes 2 and 8)    7,187,023      3,409,855  
      
NET SALES (Note 34)    506,248,580    100     427,080,645    100
      
COST OF SALES (Notes 9, 21 and 27)    262,628,681    52     232,937,388    55
      
GROSS PROFIT BEFORE AFFILIATES 

ELIMINATION    243,619,899    48     194,143,257    45
      
UNREALIZED GROSS PROFIT FROM 

AFFILIATES (Note 2)    (25,029)    -     (74,029)    -
      
GROSS PROFIT    243,594,870    48     194,069,228    45
      
OPERATING EXPENSES (Notes 21 and 27)      

Research and development    40,402,138    8     33,829,880    8
General and administrative    17,638,088    3     14,164,114    3
Marketing    4,497,451    1     4,517,816    1

      
Total operating expenses    62,537,677    12     52,511,810    12

      
INCOME FROM OPERATIONS (Note 34)    181,057,193    36     141,557,418    33
      
NON-OPERATING INCOME AND GAINS      

Equity in earnings of equity method investees, net 
(Notes 2 and 10)    2,028,611    1     897,611    -

Interest income    1,645,036    -     1,479,514    1
Settlement income (Note 30)    883,845    -     947,340    -
Foreign exchange gain, net (Note 2)    582,498    -     -    -
Gain on settlement and disposal of financial assets, 

net (Notes 2 and 26)    541,089    -     233,214    -
Technical service income (Note 27)    496,654    -     407,089    -
Valuation gain on financial instruments, net  

(Notes 2, 5 and 26)    -    -     507,432    -
Others (Notes 2 and 27)    604,304    -     886,327    -

      
Total non-operating income and gains    6,782,037    1     5,358,527    1

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries 
 
CONSOLIDATED STATEMENTS OF INCOME 
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011  
(In Thousands of New Taiwan Dollars, Except Earnings Per Share) 
 
 
 2012  2011 
 Amount %  Amount % 
      
NON-OPERATING EXPENSES AND LOSSES      

Impairment of financial assets (Notes 2, 6, 10, 12 
and 26)   $ 4,231,602    1    $ 265,515    -

Interest expense     1,020,422    -     626,725    -
Impairment loss on idle assets (Note 2)    444,505    -     98,009    -
Loss on disposal of property, plant and equipment 

(Note 2)    31,816    -     200,673    -
Foreign exchange loss, net (Note 2)    -    -     185,555    -
Others (Notes 2, 5 and 26)    556,909    -     391,791    -

      
Total non-operating expenses and losses    6,285,254    1     1,768,268    -

      
INCOME BEFORE INCOME TAX    181,553,976    36     145,147,677    34
      
INCOME TAX EXPENSE (Notes 2 and 20)    15,590,287    3     10,694,417    3
      
NET INCOME   $ 165,963,689    33    $ 134,453,260    31
      
ATTRIBUTABLE TO:      

Shareholders of the parent   $ 166,158,802    33    $ 134,201,279    31
Minority interests    (195,113)    -     251,981    -

      
   $ 165,963,689    33    $ 134,453,260    31
 
 2012 2011 

 
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   $ 7.01   $ 6.41   $ 5.59    $ 5.18 
Diluted earnings per share   $ 7.01   $ 6.41   $ 5.59    $ 5.18 

 
 
 
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, 2012 AND 2011 
(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 Net Loss Not Gain/Loss      Total 
  Shares       Legal Capital  Special Capital Unappropriated  Translation Recognized on Financial  Treasury   Minority Shareholders’
  (In Thousands)  Amount  Capital Surplus  Reserve  Reserve Earnings Total Adjustments as Pension Cost Instruments  Stock  Total Interests Equity 
                      
BALANCE, JANUARY 1, 2011     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 
                        
Appropriations of prior year’s earnings                         

Legal capital reserve     -     -     -     13,420,128     -    (13,420,128 )    -    -    -    -     -     -    -    -
Special capital reserve     -     -     -     -     1,172,350    (1,172,350 )    -    -    -    -     -     -    -    -
Cash dividends to shareholders -  

NT$3.00 per share     -     -     -     -     -    (77,748,668 )    (77,748,668 )    -    -    -     -     (77,748,668 )    -    (77,748,668 )
Net income in 2012     -     -     -     -     -    166,158,802    166,158,802    -    -    -     -     166,158,802    (195,113 )    165,963,689
Adjustment arising from changes in 

percentage of ownership in equity method 
investees     -     -     128,595     -     -    -    -    -    -    -     -     128,595    (38,233 )    90,362 

Translation adjustments     -     -     -     -     -    -    -    (4,320,394 )    -    -     -     (4,320,394 )    52,900    (4,267,494 )
Net loss not recognized as pension cost     -     -     -     -     -    -    -    -    (4,416 )    -     -     (4,416 )    -    (4,416 )
Issuance of stock from exercising employee 

stock options     8,213     82,131     160,357     -     -    -    -    -    -    -     -     242,488    -    242,488
Stock option compensation cost     -     -     2,500     -     -    -    -    -    -    -     -     2,500    3,719    6,219 
Net changes of valuation gain/loss on 

available-for-sale financial assets     -     -     -     -     -    -    -    -    -    9,128,633     -     9,128,633    (3,664 )    9,124,969 
Net change in shareholders’ equity from 

equity method investees     -     -     -     -     -    -    -    -    (883 )    17,450     -     16,567    -    16,567
Net change in unrealized gain/loss on hedging 

derivative financial instruments     -     -     -     -     -    -    -    -    -    93     -     93    139    232 
Increase in minority interests     -     -      -      -      -    -    -    -    -    -      -      -    286,200    286,200 
                        
BALANCE, DECEMBER 31, 2012     25,924,435    $ 259,244,357     $ 56,137,809     $ 115,820,123     $ 7,606,224   $ 287,174,942   $ 410,601,289   $ (10,753,763 )   $ (5,299 )   $ 7,973,321     $ -     $ 723,197,714   $ 2,555,985   $ 725,753,699 
 
 
 
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, 2012 AND 2011  
(In Thousands of New Taiwan Dollars) 
 
 
 2012  2011 
    
CASH FLOWS FROM OPERATING ACTIVITIES    

Net income attributable to shareholders of the parent   $ 166,158,802    $ 134,201,279
Net income (loss) attributable to minority interests    (195,113)     251,981
Adjustments to reconcile net income to net cash provided by operating 

activities:  
 

 
Depreciation and amortization    131,349,289     107,681,521
Unrealized gross profit from affiliates    25,029    74,029
Amortization of premium/discount of financial assets    4,850     24,711
Stock option compensation cost     6,219     -
Impairment loss of financial assets    4,231,602     265,515
Gain on disposal of available-for-sale financial assets, net    (399,598)     (212,442)
Gain on disposal of financial assets carried at cost, net    (141,491)     (20,772)
Equity in earnings of equity method investees, net    (2,028,611)     (897,611)
Cash dividends received from equity method investees     2,088,472     2,848,141
Gain on disposal of property, plant and equipment and other assets, 

net    (103) 
 

   (3,286)
Settlement income from receiving equity securities    (886)     (158,779)
Impairment loss on idle assets    444,505     98,009
Deferred income tax    573,234      (491,122)
Changes in operating assets and liabilities:    

Financial assets and liabilities at fair value through profit or loss    (22,311)     (13,734)
Receivables from related parties    (168,047)     123,265
Notes and accounts receivable    (11,936,558)     3,627,110
Allowance for doubtful receivables    (10,633)     (12,844)
Allowance for sales returns and others    975,853     (2,478,001)
Other receivables from related parties    (63,258)     2,294 
Other financial assets    122,322     376,342
Inventories    (12,989,916)     2,611,297
Prepaid expenses and other current assets    (626,405)     (403,762)
Accounts payable    1,395,907     (1,968,820)
Payables to related parties    (605,182)     462,578
Income tax payable    4,979,470      3,490,268 
Salary and bonus payable    1,386,797     (275,565)
Accrued profit sharing to employees and bonus to directors and 
  supervisors    2,105,298 

 
   (1,925,594)

Accrued expenses and other current liabilities    2,337,647     212,128
Accrued pension cost    66,617     98,915

    
Net cash provided by operating activities    289,063,801     247,587,051

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries 
 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011  
(In Thousands of New Taiwan Dollars) 
 
 
 2012  2011 
    
CASH FLOWS FROM INVESTING ACTIVITIES    

Acquisitions of:    
Property, plant and equipment   $ (246,137,361)    $ (213,962,521)
Available-for-sale financial assets    (31,525,876)     (35,088,394)
Held-to-maturity financial assets    -     (584,280)
Financial assets carried at cost    (56,512)     (403,908)

Proceeds from disposal or redemption of:      
Available-for-sale financial assets    964,367     59,305,023
Held-to-maturity financial assets    2,711,440     4,789,000
Financial assets carried at cost    353,656     226,226
Property, plant and equipment and other assets    157,484     698,055

Increase in deferred charges    (1,782,299)     (1,715,892)
Decrease in refundable deposits    2,092,151      4,149,543 
Decrease in other assets    26,688     63,723

    
Net cash used in investing activities    (273,196,262)     (182,523,425)

    
CASH FLOWS FROM FINANCING ACTIVITIES    

Increase (decrease) in short-term loans    8,788,401     (5,287,416)
Cash dividends    (77,748,668)     (77,730,236)
Proceeds from long-term bank loans    50,000     2,250,000
Repayment of long-term bank loans    (212,500)     (1,142,968)
Proceeds from issuance of bonds    62,000,000     18,000,000
Repayment of bonds    (4,500,000)     -
Decrease in obligations under capital leases    (108,863)     -
Decrease in other long-term payables    (2,367,866)     (3,633,052)
Decrease in guarantee deposits    (240,093)     (342,242)
Proceeds from exercise of employee stock options    242,488     217,697
Acquisition of treasury stock    -     (71,598)
Increase (decrease) in minority interests    286,200     (118,226)

    
Net cash used in financing activities    (13,810,901)     (67,858,041)

    
NET INCREASE (DECREASE) IN CASH AND CASH 

EQUIVALENTS    2,056,638 
 

   (2,794,415)
    
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH 

EQUIVALENTS    (2,118,327) 
 

   (147,682)
    
EFFECT OF CHANGES IN CONSOLIDATED ENTITIES    -     (1,472,581)
    
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR    143,472,277     147,886,955
    
CASH AND CASH EQUIVALENTS, END OF YEAR   $ 143,410,588    $ 143,472,277

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries 
 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011  
(In Thousands of New Taiwan Dollars) 
 
 
 2012  2011 
    
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION    

Interest paid    $ 736,607    $ 540,611
Capitalized interest     (6,442)     (9,093)
Interest paid (excluding capitalized interest)    $ 730,165    $ 531,518
Income tax paid   $ 11,312,039    $ 7,677,085

    
INVESTING ACTIVITIES AFFECTING BOTH CASH AND 

NON-CASH ITEMS  
 

 
Acquisition of property, plant and equipment   $ 257,689,153    $ 207,175,565
Decrease (increase) in payables to contractors and equipment suppliers    (11,551,723)     6,846,682
Nonmonetary exchange trade-out price    (69)     (3,164)
Increase in other liabilities    -      (56,562)
Cash paid   $ 246,137,361    $ 213,962,521
    
Disposal of property, plant and equipment and other assets   $ 157,553    $ 543,219
Decrease in other financial assets    -     158,000
Nonmonetary exchange trade-out price    (69)     (3,164)
Cash received   $ 157,484    $ 698,055
    
Acquisition of deferred charges   $ 2,253,722    $ 1,715,892
Increase in accounts payable    (303,584)     -
Increase in payables to related parties    (25,274)     -
Increase in other long-term payables     (142,565)     -
Cash paid   $ 1,782,299    $ 1,715,892
    

NON-CASH INVESTING AND FINANCING ACTIVITIES    
Idle assets reclassified from property, plant and equipment   $ 444,505    $ 98,009
Current portion of other long-term payables (under accrued expenses 

and other current liabilities)   $ 913,485 
 

  $ 3,399,855
Current portion of bonds payable   $ -    $ 4,500,000
Current portion of long-term bank loans    $ 128,125    $ 62,500

 
 
 
The accompanying notes are an integral part of the consolidated financial statements. (Concluded) 
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TAIWAN SEMICONDUCTOR MANUFACTURING COMPANY LIMITED 
PROFIT ALLOCATION PROPOSAL 

December 31, 2012 
                                                                                                   Unit: NT$ 

Net Income of 2012 (Note) 166,158,801,661

Less:: 
- 10% Legal Reserve 16,615,880,166

Plus: 

- Reversal of Special Reserve 4,820,483,457
 

Retained Earnings in 2012 Available for Distribution 154,363,404,952

 
Plus: 

- Unappropriated Retained Earnings of Previous Years 121,016,140,534 
 

Retained Earnings Available for Distribution as of December 31, 2012 275,379,545,486

Distribution Item: 

- Cash Dividends to Common Share Holders (NT$3.0 per share) 77,773,307,004

Unappropriated Retained Earnings 197,606,238,482

(Note) : 

After expensing the following: 

‧Employees’ cash bonus and profit sharing of NT$22,230,479,545, including 
- NT$11,115,239,773 distributed cash bonus; and 

- NT$11,115,239,772 cash profit sharing to be distributed after 2013 Annual Shareholders’ Meeting 

‧Directors’ compensation of NT$71,351,700 
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Comparison Table for the “Procedures for Acquisition or Disposal of Assets” 
 

Before and After Revision 
 

BEFORE THE REVISION AFTER THE REVISION 
Article 2 
 
1. “Assets” used herein should mean: 

(1) long/short term security 
investments (including stocks, 
bonds, corporate bonds, bank 
indentures, fund securities, 
depository receipts, warrants, 
beneficiary securities, asset-based 
securities, etc.); 

(2) real estate and other fixed assets;
(3) membership; 
(4) patent, copyright, trademark, 

charter right, any intangible 
assets, etc.; 

(5) derivatives products; 
(6) assets that are acquired or 

disposed through merger, spin-
off, acquisition or share transfer, 
and other major assets. 

 
2. “Date of the Event” used herein should 

mean, in principle, the contracting day, 
the payment day, the transaction day, 
the title transferring day, the day of 
board resolution or other date when 
the transaction party and the 
transaction amount can be ascertained 
(whichever is earlier); for investments 
required to be approved by 
government authority, the Date of the 
Event will be any of the above-
mentioned dates or the date on which 
the approval letter of government 
authority is received, whichever is 
earlier. 

 
3. “Professional Appraiser” used herein 

should mean any appraisers/appraisal 
institutions specialized in real estate or 
other lawful appraisers/appraisal 
institutions of real estate and other 

Article 2
 
1. “Assets” used herein should mean: 

(1) long/short term security 
investments (including stocks, 
bonds, corporate bonds, bank 
indentures, fund securities, 
depository receipts, warrants, 
beneficiary securities, asset-based 
securities, etc.); 

(2) real estate and other fixed assets;
(3) membership; 
(4) patent, copyright, trademark, 

charter right, any intangible 
assets, etc.; 

(5) derivatives products; 
(6) assets that are acquired or 

disposed through merger, spin-
off, acquisition or share transfer, 
and other major assets. 

 
2. “Date of the Event” used herein should 

mean, in principle, the contracting day, 
the payment day, the transaction day, 
the title transferring day, the day of 
board resolution or other date when 
the transaction party and the 
transaction amount can be ascertained 
(whichever is earlier); for investments 
required to be approved by 
government authority, the Date of the 
Event will be any of the above-
mentioned dates or the date on which 
the approval letter of government 
authority is received, whichever is 
earlier. 

 
3. “Professional Appraiser” used herein 

should mean any appraisers/appraisal 
institutions specialized in real estate or 
other lawful appraisers/appraisal 
institutions of real estate and other 28
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BEFORE THE REVISION AFTER THE REVISION 

fixed assets. 
 
4. “Subsidiaries” used herein should 

mean the following local or overseas 
companies directly or indirectly owned 
by this Company: 
(1) the company of which stock 

directly held by this Company is 
over 50% of its outstanding stock 
with voting right; 

(2) the company of which stock held 
indirectly by this Company 
through a subsidiary is over 50% 
of its outstanding stock with 
voting right; 

(3) the company of which stock 
directly held by and indirectly 
held through a subsidiary of this 
Company is over 50% of its 
outstanding stock with voting 
right. 

 
5. “Within one year” used herein should 

mean within one year backwards from 
the date of the event of the subject 
acquisition or disposal of assets. The 
transactions having been published 
should be excluded. 

 
6. “Latest Financial Statements” used 

herein should mean the financial 
statements of this Company audited or 
examined by certified public 
accountant which has been published 
in accordance with applicable 
regulation before the subject 
acquisition or disposal of assets. 

 
Any unspecified terms in the Procedures 
shall be subject to the “Guidelines for 
Handling Acquisition or Disposal of 
Assets by Public Companies” announced 
by the securities regulatory authority. 

fixed assets. 
 
4. “Subsidiaries” used herein should 

mean the following local or overseas 
companies directly or indirectly 
owned by this Company: meeting with 
the definition stipulated in Statements 
of Financial Accounting Standards 
Nos. 5 and 7 published by the 
Accounting Research and 
Development Foundation (“ARDF”). 
(1) the company of which stock 

directly held by this Company is 
over 50% of its outstanding stock 
with voting right; 

(2) the company of which stock held 
indirectly by this Company 
through a subsidiary is over 50% 
of its outstanding stock with 
voting right; 

(3) the company of which stock 
directly held by and indirectly 
held through a subsidiary of this 
Company is over 50% of its 
outstanding stock with voting 
right. 

 
5. “Within one year” used herein should 

mean within one year backwards from 
the date of the event of the subject 
acquisition or disposal of assets. The 
transactions having been published 
should be excluded. 

 
65. “Latest Financial Statements” used 

herein should mean the financial 
statements of this Company audited or 
examined by certified public 
accountant which has been published 
in accordance with applicable 
regulation before the subject 
acquisition or disposal of assets. 

 
Any unspecified terms in the Procedures 
shall be subject to the “Guidelines for 
Handling Acquisition or Disposal of 
Assets by Public Companies” announced 
by the securities regulatory authority. 29



 

 
 

BEFORE THE REVISION AFTER THE REVISION 
Article 4 
 
Should any of the following conditions 
relating to the Company’s acquisition or 
disposal of assets occurs, filing and public 
announcement shall be made according to 
the relevant regulations within two days 
from the Date of the Event: 
 
1. acquisition of real estate from 

affiliates; 
2. execution of investments in Mainland 

China; 
3. merger, spin-off, acquisition or share 

transfer; 
4. the assets acquisition or disposal other 

than those mentioned above, of which 
one of the following amounts reaches 
20% of the Company’s paid-in capital 
or exceeds NT$300 million: 
- the amount of each single 

transaction for acquisition or 
disposal of assets; 

- the accumulated amount of several 
transactions with the same party 
for acquisition or disposal of the 
same kind of assets within one 
year; 

- the accumulated amount for 
acquisition or disposal (acquisition 
and disposal should be cumulated 
separately) of real estate under the 
same development project within 
one year; or 

- the accumulated amount for 
acquisition or disposal (acquisition 
and disposal should be cumulated 
separately) of the same security 
within one year. 

 
The following situations should not be 
subject to the above filing/publishing 
requirements: 
1. buying or selling bonds; 
2. buying or selling bonds under re-

purchase/re-sale conditions; 
3. acquisition or disposal of operation-

purpose machinery and equipment 

Article 4
 
Should any of the following conditions 
relating to the Company’s acquisition or 
disposal of assets occurs, filing and public 
announcement shall be made according to 
the relevant regulations within two days 
commencing immediately from the Date 
of the Event: 
1. acquisition or disposal of real estate 

from affiliates or to a related party, or 
acquisition or disposal of assets other 
than real estate from or to a related 
party where the transaction amount 
reaches 20% of this Company’s paid-
in capital, 10% of this Company's total 
assets, or NT$300 million; provided, 
this shall not apply to trading of 
government bonds or bonds under 
repurchase and resale agreements; 

2. execution of investments in Mainland 
China; 

32. merger, spin-off, acquisition or share 
transfer; 

43. the assets acquisition or disposal other 
than those mentioned above, of which 
one of the following amounts reaches 
20% of the Company’s paid-in capital 
or exceeds NT$300 million: 
- the amount of each single 

transaction for acquisition or 
disposal of assets; 

- the accumulated amount of several 
transactions with the same party 
for acquisition or disposal of the 
same kind of assets within one 
year; 

- the accumulated amount for 
acquisition or disposal (acquisition 
and disposal should be cumulated 
separately) of real estate under the 
same development project within 
one year; or 

- the accumulated amount for 
acquisition or disposal (acquisition 
and disposal should be cumulated 
separately) of the same security 
within one year. 30
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with non-related parties in an amount 
not exceeding NT$ 500 million; 

4. acquisition of real estate by way of 
contracting third parties to construct 
on land owned by this Company, 
distribution of building under joint 
construction project, distribution of 
profit under joint construction project, 
or selling building under joint 
construction project, and the amount 
of transaction not exceeding NT$ 500 
million (based on the amount this 
Company plans to contribute). 

 
The following situations should not be 
subject to the above filing/publishing 
requirements: 
1. buying or selling bonds; 
2. buying or selling bonds under re-

purchase/re-sale conditions; 
3. acquisition or disposal of operation-

purpose machinery and equipment 
with non-related parties in an amount 
not exceeding NT$ 500 million; 

4. acquisition of real estate by way of 
contracting third parties to construct 
on land owned or rented by this 
Company, distribution of building 
under joint construction project, 
distribution of profit under joint 
construction project, or selling 
building under joint construction 
project, and the amount of transaction 
not exceeding NT$ 500 million (based 
on the amount this Company plans to 
contribute). 

 
“Within one year” as used in the preceding 
paragraph refers to one year preceding the 
Date of the Event of the subject 
acquisition or disposal of assets. 
Transactions that have been previously 
published in accordance with the 
Procedures should be excluded. 

Article 6 
 
The evaluation procedures of the 
Company’s asset acquisition or disposal 
are as follows: 
 
1. Except transactions with government 

institutions, contracting third parties to 
construct on land owned or rented by 
this Company, or acquisition of 
machinery and equipment for 
operation purpose, for acquisition or 
disposal of real estate or other fixed 
assets by this Company whose amount 
reaches 20% of the Company’s paid-in 
capital or NT$300 million, an 
appraisal report issued by Professional 

Article 6
 
The evaluation procedures of the 
Company’s asset acquisition or disposal 
are as follows: 
 
1. Except transactions with government 

institutions, contracting third parties to 
construct on land owned or rented by 
this Company, or acquisition of 
machinery and equipment for 
operation purpose, for acquisition or 
disposal of real estate or other fixed 
assets by this Company whose amount 
reaches 20% of the Company’s paid-in 
capital or NT$300 million, an 
appraisal report issued by Professional 31
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Appraiser shall be obtained in advance 
and the following provisions should be 
complied with: 

 
(1) If for any special reason, 

restricted price, specific price, or 
special price must be used as a 
reference for the transaction 
price, the transaction should be 
approved by the Board in 
advance. The above procedures 
should also be followed in case 
the transaction terms are changed 
subsequently. 

(2) If the discrepancy between the 
result of the appraisal report of 
Professional Appraiser and the 
transaction price exceeds 20%, 
this Company should request a 
certified public accountant to 
handle the matter in accordance 
with the provision of Auditing 
Standard No.20 and comment on 
the reason for the discrepancy and 
the fairness of the transaction 
price. The discrepancy between 
the appraisal result and the 
transaction price should be 
calculated based on the 
transaction price. 

(3) If the transaction price is over 
NT$ 1 billion, this Company 
should retain at least two 
Professional Appraisers to 
perform the appraisal. In case the 
discrepancy between the two 
appraisal reports is over 10% of 
the transaction price, this 
Company should request a 
certified public accountant to 
handle the matter in accordance 
with the provision of Auditing 
Standard No.20 and comment on 
the reason for the discrepancy and 
the fairness of the transaction 
price. 

 (4) If the appraisal is made prior to 
the contract date, the appraisal 

Appraiser shall be obtained in 
advanceprior to the Date of the Event 
and the following provisions should be 
complied with: 

 
(1) If for any special reason, 

restricted price, specific price, or 
special price must be used as a 
reference for the transaction 
price, the transaction should be 
approved by the Board in 
advance. The above procedures 
should also be followed in case 
the transaction terms are changed 
subsequently. 

(2) If the discrepancy between the 
result of the appraisal report of 
Professional Appraiser and the 
transaction price exceeds 20%, 
unless all the appraisal results for 
the assets to be acquired are 
higher than the transaction price, 
or all the appraisal results for the 
assets to be disposed of are lower 
than the transaction price, this 
Company should request a 
certified public accountant to 
handle the matter in accordance 
with the provision of Auditing 
Standard No.20 and comment on 
the reason for the discrepancy 
and the fairness of the transaction 
price. The discrepancy between 
the appraisal result and the 
transaction price should be 
calculated based on the 
transaction price. 

(3) If the transaction price is over 
NT$ 1 billion, this Company 
should retain at least two 
Professional Appraisers to 
perform the appraisal. In case the 
discrepancy between the two 
appraisal reports is over 10% of 
the transaction price, unless all 
the appraisal results for the assets 
to be acquired are higher than the 
transaction price, or all the 32
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report should be issued within 3 
months before the contract date; 
provided that if the object’s 
publicly announced value is still 
the same and the appraisal report 
was issued no longer than 6 
months, the original Professional 
Appraiser may present 
supplemental opinions. 

 
2. Before the acquisition or disposal of 

securities, the latest financial 
statements of the object company 
audited or reviewed by certified public 
accountant should be acquired for the 
assessment and reference of 
transaction price. Should the 
transaction price reaches 20% of this 
Company’s paid-in capital or NT$300 
million, opinions in respect of a 
rational transaction price have to be 
sought from certified public 
accountant; provided however, these 
requirements are not applicable if such 
securities have a public price from an 
active market or if the regulatory 
authorities require otherwise. 

 
3. If this Company’s acquisition or 

disposal of membership or intangible 
assets reaches 20% of this Company’s 
paid-in capital or NT$300 million, 
opinions in respect of a rational 
transaction price shall be sought from 
certified public accountant. Certified 
public accountant shall handle the 
matter in accordance with the 
provision of Auditing Standard No.20.

 
4. For acquisition or disposal of assets 

through auction procedures of courts, 
the appraisal report or certified public 
accountant’s opinion can be replaced 
by documents issued by the courts. 

 
5. Any Professional Appraiser and its 

appraisal personnel, certified public 
accountants, lawyers, or securities 

appraisal results for the assets to 
be disposed of are lower than the 
transaction price, this Company 
should request a certified public 
accountant to handle the matter in 
accordance with the provision of 
Auditing Standard No.20 and 
comment on the reason for the 
discrepancy and the fairness of 
the transaction price. 

(4) If the appraisal is made prior to 
the contract date, tThe appraisal 
report should be issued within 3 
months before the contract date; 
provided that if the object’s 
publicly announced value is still 
the same and the appraisal report 
was issued no longer than 6 
months, the original Professional 
Appraiser may present 
supplemental opinions. 

 
2. Before the Date of the Event of the 

acquisition or disposal of securities, 
the latest financial statements of the 
object company audited or reviewed 
by certified public accountant should 
be acquired for the assessment and 
reference of transaction price. Should 
the transaction price reaches 20% of 
this Company’s paid-in capital or 
NT$300 million, opinions in respect 
of a rational transaction price have to 
be sought from certified public 
accountant before the Date of the 
Event of the subject acquisition or 
disposal of securities. If the certified 
public accountant engaged needs to 
use the report of an expert as 
evidence, such certified public 
accountant shall do so in accordance 
with the provisions of Auditing 
Standard No. 20; provided however, 
these requirements are not applicable 
if such securities have a public price 
from an active market or if the 
regulatory authorities require 
otherwise. 33
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underwriters whom this Company has 
acquired appraisal reports and 
opinions from, shall not be a related 
party of this Company or the other 
party of the transaction. 

3. If this Company’s acquisition or 
disposal of membership or intangible 
assets reaches 20% of this 
Company’s paid-in capital or 
NT$300 million, opinions in respect 
of a rational transaction price shall be 
sought from certified public 
accountant prior to the Date of the 
Event of the subject acquisition or 
disposal of assets. Certified public 
accountant shall handle the matter in 
accordance with the provision of 
Auditing Standard No.20. 

 
4. For acquisition or disposal of assets 

through auction procedures of courts, 
the appraisal report or certified public 
accountant’s opinion can be replaced 
by documents issued by the courts. 

 
5. Any Professional Appraiser and its 

appraisal personnel, certified public 
accountants, lawyers, or securities 
underwriters whom this Company 
has acquired appraisal reports and 
opinions from, shall not be a related 
party of this Company or the other 
party of the transaction. 
 

The calculation of the transaction price 
referred to in the preceding paragraph 
shall be done in accordance with Article 4, 
item 3 of paragraph 1 herein, and “within 
one year” refers to one year preceding the 
Date of Event of the current transaction. 
Items for which an appraisal report from a 
professional appraiser or an opinion by the 
certified public accountant has been 
obtained need not be counted toward the 
transaction price. 

Article 7 
 
1. Acquisition or disposal of assets by 

this Company’s Subsidiary should 
follow the procedures of Article 6 
hereof. 

 

Article 7
 
1. Acquisition or disposal of assets by 

this Company’s Subsidiary should 
follow the procedures of Article 6 
hereof. 
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2. If the acquisition or disposal of assets 
by this Company’s Subsidiary reaches 
the reporting standard specified in 
Article 4 hereof and such Subsidiary is 
not a domestic public company, this 
Company should publish and report 
for such Subsidiary. 

 
 
 
 
 

3. This Company should key in the 
published data through internet 
reporting system for Subsidiary’s 
acquisition or disposal of assets if such 
Subsidiary has published and reported 
by itself or through this Company in 
accordance with these Procedures. 

 
 

4. This Company shall supervise its 
Subsidiaries to establish relevant 
procedures for acquisition or disposal 
of assets. Such procedures shall be 
approved by the Subsidiaries’ Audit 
Committee and/or Boards and/or 
Shareholders’ Meetings. Information 
relating to any acquisition or disposal 
of assets by the Subsidiaries shall be 
provided regularly to this Company for 
inspection. 

2. If the acquisition or disposal of assets 
by this Company’s Subsidiary 
reaches the reporting standard 
specified in Article 4 hereof and such 
Subsidiary is not a domestic public 
company, this Company should 
publish and report for such 
Subsidiary. The same shall apply if 
there is any change or supplement to 
the originally publicly announced 
and reported information. 

 
3. This Company should key in the 

published data through internet 
reporting system for Subsidiary’s 
acquisition or disposal of assets if 
such Subsidiary has published and 
reported by itself or through this 
Company in accordance with these 
Procedures. 

 
43. This Company shall supervise its 

Subsidiaries to establish relevant 
procedures for acquisition or disposal 
of assets. Such procedures shall be 
approved by the Subsidiaries’ Audit 
Committee and/or Boards and/or 
Shareholders’ Meetings. Information 
relating to any acquisition or disposal 
of assets by the Subsidiaries shall be 
provided regularly to this Company 
for inspection. 

Article 8 
 
In addition to the Procedures, if the 
Company acquires real estate from a 
related party, the transaction should be 
made in accordance with the “Guidelines 
for Handling Acquisition or Disposal of 
Assets by Public Companies” announced 
by the securities regulatory authority. 

Article 8
 
In addition to the Procedures, if the 
Company acquires real estate from a 
related party, the transaction should be 
made in accordance with the “Guidelines 
for Handling Acquisition or Disposal of 
Assets by Public Companies” announced 
by the securities regulatory authority. The 
procedures for acquisition or disposal of 
assets by this Company from or to a 
related party are as follows:  
 
1. When this Company engages in any 

acquisition or disposal of assets from 
or to a related party, in addition to 35
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ensuring the compliance with the 
provision of Article 6, if the 
transaction amount reaches 10% of 
this Company’s total assets, this 
Company shall also obtain an 
appraisal report from a professional 
appraiser or an opinion by the 
certified public accountant in 
accordance with Article 6. 

 
2. If this Company intends to acquire or 

dispose of real estate from or to a 
related party, or when it intends to 
acquire or dispose of assets other 
than real estate from or to a related 
party and the transaction amount 
reaches 20% of this Company’s paid-
in capital, 10% of this Company’s 
total assets, or NT$300 million, this 
Company may not proceed to enter 
into a transaction contract or make a 
payment until the following matters 
have been approved by the Audit 
Committee and then submitted to the 
Board for a resolution: 

(1) The purpose, necessity and 
anticipated benefit of the 
acquisition or disposal of assets. 

(2) The reason for choosing the 
related party as a trading 
counterparty. 

(3) With respect to the acquisition of 
real estate from a related party, 
information regarding the 
evaluation of the reasonableness 
of the preliminary transaction 
terms in accordance with 
applicable regulations. 

(4) The date and price at which the 
related party originally acquired 
the real estate, the original 
trading counterparty, and that 
trading counterparty’s 
relationship to this Company and 
the related party. 
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(5) Monthly cash flow forecasts for 
the year commencing from the 
anticipated month of signing of 
the contract, and evaluation of the 
necessity of the transaction, and 
reasonableness of the funds 
utilization. 

(6) An appraisal report from a 
professional appraiser or an 
opinion by the certified public 
accountant obtained in 
compliance with the preceding 
subparagraph 1. 

(7) Restrictive covenants and other 
important stipulations associated 
with the transaction. 

 
3. With respect to the acquisition or 

disposal of operation-purpose 
machinery and equipment between 
this Company and its subsidiaries, 
the Board may delegate the Chairman 
to decide such matters when the 
transaction is within the amount of 
NT$500 million and have the 
decisions subsequently submitted to 
and ratified at the next Board 
meeting. 
 

4. When a matter is submitted for 
discussion by the Board pursuant to 
the preceding paragraph, the Board 
shall take into full consideration each 
independent director’s opinions. If an 
independent director objects to or 
expresses reservations about any 
matter, it shall be recorded in the 
minutes of the Board meeting. 

 
The calculation of the transaction amounts 
referred to in the preceding paragraph 
shall be made in accordance with Article 
4, paragraph 1, subparagraph 3 herein, and 
“within one year” refers to one year 
preceding the Date of Event of the current 
transaction. Items that have been 
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previously approved by the Board need 
not be counted toward the transaction 
amount. 

Article 9 
 
Any acquisition or disposal of assets 
through merger, spin-off, acquisition or 
share transfer by this Company shall 
comply with the Procedures and the 
“Guidelines for Handling Acquisition or 
Disposal of Assets by Public Companies” 
announced by the securities regulatory 
authority. 

Article 9
 
Any acquisition or disposal of assets 
through merger, spin-off, acquisition or 
share transfer by this Company shall 
comply with the Procedures and the 
“Guidelines for Handling Acquisition or 
Disposal of Assets by Public Companies” 
announced by the securities regulatory 
authority. 

Article 11 
 
All items should be published again if any 
item required to be disclosed is missing 
during the original publication. 
 
Should any of the following conditions 
occur after the filing and public 
announcement of transactions, this 
Company needs to file and make public 
announcement accordingly within two 
days from the Date of the Event: 
 
 
1. amendment, termination or 

cancellation of the original 
agreement; 

 
2. merger, spin-off, acquisition or share 

transfer not completed as scheduled 
in the agreement. 

Article 11
 
All items should be published again if any 
item required to be disclosed is missing 
during the original publication. 
 
Should any of the following conditions 
occur after the filing and public 
announcement of transactions, this 
Company needs to file and make public 
announcement accordingly within two 
days commencing immediately from the 
Date of the Event: 
 
1. amendment, termination or 

cancellation of the original 
agreement; 

 
2. merger, spin-off, acquisition or share 

transfer not completed as scheduled 
in the agreement.; 
 

3. change to the originally publicly 
announced and reported information.

Article 12 
 
This Company should disclose its 
publication in the footnote of its financial 
statements if the acquisition or disposal of 
assets reaches the standard required for 
publication as specified in Article 4 hereof 
and the counter party of the transaction is 
a related party. 

Article 12
 
This Company should disclose its 
publication in the footnote of its financial 
statements if the acquisition or disposal of 
assets reaches the standard required for 
publication as specified in Article 4 hereof 
and the counter party of the transaction is 
a related party. 

Article 13 Article 1312
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The contracts, memorandum, appraisal 
reports, and opinions of certified public 
accounts, lawyers or securities 
underwriters in connection with this 
Company’s acquisition or disposal of 
assets shall, except as otherwise specified 
by relevant laws, be kept in this Company 
for at least five years. 

The contracts, memorandum, appraisal 
reports, and opinions of certified public 
accounts, lawyers or securities 
underwriters in connection with this 
Company’s acquisition or disposal of 
assets shall, except as otherwise specified 
by relevant laws, be kept in this Company 
for at least five years. 

Article 14 
 
This Company’s managers and persons-in-
charge shall follow the Procedures in order 
to prevent this Company from incurring 
any losses. Should there be any violation 
of related regulations or the Procedures, 
subsequent castigation is subject to the 
related Personnel Articles of this 
Company. 

Article 1413
 
This Company’s managers and persons-in-
charge shall follow the Procedures in 
order to prevent this Company from 
incurring any losses. Should there be any 
violation of related regulations or the 
Procedures, subsequent castigation is 
subject to the related Personnel Articles of 
this Company. 

Article 15 
 
The Procedures shall be approved by the 
Audit Committee, the Board, and the 
Shareholders’ Meeting. Any amendment is 
subject to the same procedures. 

Article 1514
 
The Procedures shall be approved by the 
Audit Committee, the Board, and the 
Shareholders’ Meeting. Any amendment is 
subject to the same procedures. 
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Comparison Table for the “Procedures for Lending Funds to Other Parties” 
 

Before and After Revision 
 

BEFORE THE REVISION AFTER THE REVISION 

Article 1 

The Company shall follow the Procedures set 
forth below for lending funds to other parties. 
Any other matters not set forth in the 
Procedures shall be dealt with in accordance 
with the applicable laws, rules, and regulations.
 

Article 1 

The Company shall follow the Procedures set 
forth below for lending funds to other parties. 
Any other matters not set forth in the 
Procedures shall be dealt with in accordance 
with the applicable laws, rules, and regulations.
 
Where the Company’s financial reports are 
prepared according to the International 
Financial Reporting Standards, “net worth” in 
the Procedures means the equity attributable to 
owners of the parent in the balance sheet. 

Article 3 

The total amount available for lending purpose 
shall not exceed twenty percent (20%) of the 
net worth of the Company. 
 
The lending limits for any borrower are set 
forth below: 
1. The total amount for lending to a company 

having business relationship with the 
Company shall not exceed the total 
transaction amount between the parties 
during the period of twelve (12) months 
prior to the time of lending (For the 
purpose of this Procedure, the “transaction 
amount” shall mean the sales or purchasing 
amount between the parties, whichever is 
higher), and shall not exceed ten percent 
(10%) of the net worth of the Company. 

Article 3 

The total amount available for lending purpose 
shall not exceed twenty percent (20%) of the 
net worth of the Company. 
 
The lending limits for any borrower are set 
forth below: 
1. The total amount for lending to a company 

having business relationship with the 
Company shall not exceed the total 
transaction amount between the parties 
during the period of twelve (12) months 
prior to the time of lending (For the purpose 
of this Procedure, the “transaction amount” 
shall mean the sales or purchasing amount 
between the parties, whichever is higher), 
and shall not exceed ten percent (10%) of 
the net worth of the Company. 
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2. The total amount for lending to a company 
for funding for a short-term period shall not 
exceed ten percent (10%) of the net worth 
of the Company. 

 

The total amount available to any one borrower 
shall be no more than thirty percent (30%) of 
the borrower’s net worth, provided that this 
restriction will not apply to subsidiaries whose 
voting shares are 100% owned, directly or 
indirectly, by the Company. 
 

When there is a lending for funding needs 
between offshore subsidiaries whose voting 
shares are 100% owned, directly or indirectly, 
by the Company, the total amount for such 
lending shall not be subject to the limit of 
twenty percent (20%) of the net worth of the 
lending subsidiary and the lending will not be 
subject to the restrictions under Article 4. 
 

2. The total amount for lending to a company 
for funding for a short-term period shall not 
exceed ten percent (10%) of the net worth 
of the Company. 

 

The total amount available to any one borrower 
shall be no more than thirty percent (30%) of 
the borrower’s net worth, provided that this 
restriction will not apply to subsidiaries whose 
voting shares are 100% owned, directly or 
indirectly, by the Company. 
 

When there is a lending for funding needs 
between offshore subsidiaries whose voting 
shares are 100% owned, directly or indirectly, 
by the Company, the total amount for such 
lending shall not be subject to the limit of 
twenty percent (20%) of the net worth of the 
lending subsidiary and the lending will not be 
subject to the restrictions under Article 4.  
 
However, these offshore subsidiaries shall need 
to stipulate the loan amount limits and term of 
loans in its lending procedures for such lending 
in accordance with the “Guidelines for Fund-
Lending and Providing Endorsements and 
Guarantees by Public Companies” announced 
by the securities regulatory authority. 

Article 11 

Subject to the Generally Accepted Accounting 
Principles, the Company shall make sufficient 
provision based on the condition of its lending 
profile, adequately disclose information in the 
financial statements, and provide external 
auditors with necessary information for 
conducting due auditing. 

Article 11 

Subject to the Generally Accepted Accounting 
Principles, tThe Company shall make sufficient 
provision based on the condition of its lending 
profile, adequately disclose information in the 
financial statements, and provide external 
auditors with necessary information for 
conducting due auditing. 
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Comparison Table for the “Procedures for Endorsement & Guarantee” 
 

Before and After Revision 
 

BEFORE THE REVISION AFTER THE REVISION 

Article 1 
 
The Procedures set forth below are the 
guidelines for the Company to provide 
endorsement and/or guarantee to outside 
parties. Any other matters not set forth in 
the Procedures shall be dealt with in 
accordance with the applicable laws, rules, 
and regulations. 
 
 
 

Article 1 
 
The Procedures set forth below are the 
guidelines for the Company to provide 
endorsement and/or guarantee to outside 
parties. Any other matters not set forth in 
the Procedures shall be dealt with in 
accordance with the applicable laws, rules, 
and regulations. 
 
Where the Company’s financial reports are 
prepared according to the International 
Financial Reporting Standards, “net worth”
in the Procedures means the equity 
attributable to owners of the parent in the 
balance sheet. 
 

Article 6 
 
The procedures and authority level for 
providing endorsement and/or guarantee 
are defined as follows: 
 
Any endorsement and/or guarantee to be 
provided by the Company shall be 
evaluated with the “Guidelines for Fund-
Lending and Providing Endorsements and 
Guarantees by Public Companies” 
announced by the securities regulatory 
authority, and the Procedures. Finance 

Article 6 
 
The procedures and authority level for 
providing endorsement and/or guarantee 
are defined as follows: 
 
Any endorsement and/or guarantee to be 
provided by the Company shall be 
evaluated with the “Guidelines for Fund-
Lending and Providing Endorsements and 
Guarantees by Public Companies” 
announced by the securities regulatory 
authority, and the Procedures. Finance 
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Department shall then evaluate the 
necessity and rationality of the 
endorsement/guarantee, the credibility and 
risk of involved parties, the impact towards 
the Company’s operating risk, financial 
position and shareholders’ equity, and the 
necessity to acquire collateral and appraisal 
of collateral. Such evaluation results, along 
with comments and opinions provided by 
other related departments, shall be 
submitted to the Board of Directors for 
approval. A pre-determined limit may be 
delegated to the Chairman by the Board of 
Directors to facilitate execution and such 
endorsement/guarantee shall be reported to 
the most upcoming Board of Directors’ 
Meeting for ratification. 
 
Material endorsements and/or guarantees 
shall be approved by the Audit Committee 
in accordance with relevant regulations and 
submitted to the Board of Directors for a 
resolution. 
 
In case the Company or its subsidiary 
desires to provide endorsement/guarantee 
for the benefit of a subsidiary whose net 
worth is lower than half of its paid-in 
capital, Finance and related Departments 
shall evaluate the relevant risks, establish 
risk control measures and exercise 
implementation review, as well as regularly 
report the same to the Audit Committee.  
 
 
 

Department shall then evaluate the 
necessity and rationality of the 
endorsement/guarantee, the credibility and 
risk of involved parties, the impact towards 
the Company’s operating risk, financial 
position and shareholders’ equity, and the 
necessity to acquire collateral and appraisal 
of collateral. Such evaluation results, along 
with comments and opinions provided by 
other related departments, shall be 
submitted to the Board of Directors for 
approval. A pre-determined limit may be 
delegated to the Chairman by the Board of 
Directors to facilitate execution and such 
endorsement/guarantee shall be reported to 
the most upcoming Board of Directors’ 
Meeting for ratification. 
 
Material endorsements and/or guarantees 
shall be approved by the Audit Committee 
in accordance with relevant regulations and 
submitted to the Board of Directors for a 
resolution. 
 
In case the Company or its subsidiary 
desires to provide endorsement/guarantee 
for the benefit of a subsidiary whose net 
worth is lower than half of its paid-in 
capital, Finance and related Departments 
shall evaluate the relevant risks, establish 
risk control measures and exercise 
implementation review, as well as regularly 
report the same to the Audit Committee. 
For purposes of determining the paid-in 
capital of the above-mentioned subsidiary 
receiving any TSMC or TSMC subsidiaries 
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The Finance Department shall establish and 
maintain a reference book to record all 
endorsement/guarantee-related information 
in accordance with the relevant regulations.
 
 
The Accounting Department shall follow 
the Generally Accepted Accounting 
Principles to assess and recognize, if any, 
contingent losses brought about by the 
endorsement/guarantee, to adequately 
disclose information in the financial 
statements, and to provide external auditors 
with necessary information for conducting 
due auditing and issuing auditing report. 

endorsement/guarantee who has no par 
value or has a par value other than NT$10, 
the sum of the share capital plus “capital 
surplus - additional paid-in capital” shall 
be deemed as its paid-in capital. 
 
The Finance Department Company shall 
establish and maintain a reference book to 
record all endorsement/guarantee-related 
information in accordance with the relevant 
regulations. 
 
The Accounting Department Company 
shall follow the Generally Accepted 
Accounting Principles to assess and 
recognize, if any, contingent losses brought 
about by the endorsement/guarantee, to 
adequately disclose information in the 
financial statements, and to provide 
external auditors with necessary 
information for conducting due auditing 
and issuing auditing report. 
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