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Business Report 

In 2013, TSMC enjoyed another year of record revenue and profit as we continued to 

harvest the benefits of a shift in our strategy that began in 2009.  Four years ago, we 

began to invest heavily in research and development as well as capital expenditure 

when we saw signs that the arrival of mobile computing devices such as smartphones 

and tablets could present promising opportunities to the semiconductor industry.  

Today, mobile products are indeed driving a new wave of growth and the most 

successful ICs in mobile computing come from TSMC customers, enabled by our 

process technologies and capacity buildup.  TSMC’s investments in R&D helped our 

customers to realize their design innovations, and TSMC’s capacity buildup paved the 

way for our customers to maximize their market opportunities.  We are now better 

positioned than any company engaging in the IC foundry business to help IC 

designers benefit from the worldwide growth in demand for mobile products.  

Rapid adoption of TSMC’s 28-nanometer process by IC designers seeking superior 

performance, lower power consumption, and smaller die size for their mobile 

products drove a nearly threefold increase in shipments and revenue for our 28-

nanometer wafers in 2013.  Thanks to our differentiated technologies and 

manufacturing excellence, we enjoyed a segment share of more than 80 percent in the 

served-available market for 28-nanometer technologies.  Other achievements in 2013 

include:  

 Total wafer shipments reached 15.67 million 8-inch equivalent wafers versus

14.04 million in 2012.

 Advanced technologies (40/45-nanometer and beyond) accounted for 50 percent

of total wafer revenue.

 TSMC’s market share in the total semiconductor foundry segment rose

successively during the last four years and reached 49 percent.

2013 Financial Performance 

Consolidated revenue totaled NT$597.02 billion, an increase of 17.8 percent over 

NT$506.75 billion in 2012.  Net income was NT$188.15 billion and diluted earnings 

per share were NT$7.26. Both increased 13.1 percent from the 2012 level of 

NT$166.32 billion net income and NT$6.41 diluted EPS. 
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In US dollars, TSMC generated net income of US$6.34 billion on consolidated 

revenue of US$20.11 billion, compared with net income of US$5.62 billion on 

consolidated revenue of US$17.12 billion for 2012. 

Gross profit margin was 47.1 percent compared with 48.2 percent in 2012, and 

operating profit margin was 35.1 percent compared with 35.8 percent a year earlier. 

Net profit margin was 31.5 percent, a decrease of 1.3 percentage points from the 

previous year’s 32.8 percent. 

Technological Developments 

Following the ongoing success of our 28-nanometer technology, our 20-nanometer 

System-on-Chip (20-SoC) has entered volume production in 2014 after we began 

accepting customers’ product tape-outs in 2013.  TSMC’s 20-SoC technology 

possesses the highest gate density of any 20-/22-nanometer process in volume 

production, and we have received an enthusiastic response from customers with 

dozens of product tape-outs scheduled in 2014.  We expect our 20-nanometer 

production ramp to be faster than our 28-nanometer, becoming a significant growth 

driver for TSMC in both 2014 and 2015. 

Next in the pipeline is our 16-nanometer process, which features a FinFET transistor 

structure for better performance.  TSMC’s 16-nanometer (16-FinFET) entered risk 

production in November 2013 and is firmly on track to complete manufacturing 

qualification in early 2014 and to meet our target of volume production in 2015, just 

one year after 20-nanometer.  TSMC’s 16-nanometer technology has captured the 

vast portion of 16-/14-nanometer products in the semiconductor foundry segment.  

More than 20 product tape-outs already have been scheduled throughout 2014 from 

multiple customers across a wide range of applications.  Meanwhile, we are 

developing an enhanced transistor version of this technology, 16-FinFET+, that will 

offer an additional 15% performance improvement and which we believe will be the 

highest performance technology among all available 16-/14-nanometer technologies 

in 2014. 

In 2013, we also began the development work of our 10-nanometer technology, which 

is scheduled to enter risk production in 2015 and volume production in 2016.  This 

will be our third generation of FinFET technology, following 16-FinFET and 16-

FinFET+, and is expected to deliver the industry’s leading performance and density. 
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TSMC’s design ecosystem, the Open Innovation Platform
®
 (OIP) continues to help

our customers to rapidly adopt these advanced technologies and shorten their time-to-

market.  This ecosystem offers an increasingly important advantage to our customers 

as technologies grow more complex and the need for first-time silicon success and 

early time-to-market become more critical.  In 2013, the libraries and silicon IP 

portfolio available on TSMC’s OIP were expanded to contain more than 6,300 items, 

representing the world’s largest IP portfolio of its kind.  Over 60% of new tape-outs 

by our customers at TSMC adopted one or more libraries or IPs from this platform. 

Corporate Developments 

The Board of Directors appointed Dr. Mark Liu and Dr. C.C. Wei as President and 

Co-Chief Executive Officer of TSMC on November 12.  Dr. Liu and Dr. Wei joined 

TSMC in 1993 and 1998 respectively, and have served TSMC in managerial positions 

including Operations, R&D, Worldwide Sales and Marketing, and Business 

Development.  They have also demonstrated seamless teamwork in the best 

traditions of TSMC’s corporate culture.   

Dr. S.Y. Chiang, formerly Executive Vice President and Co-Chief Operating Officer, 

retired in October 2013 after 16 years of distinguished service to the Company.  Dr. 

Chiang continues to serve the Company as Adviser to the Chairman of the Board. 

Dr. Morris Chang will continue to dedicate his full time and effort to the Company as 

Chairman of the Board and maintain the ultimate responsibility for the Company.  

Honors and Awards 

In 2013, TSMC was honored for our achievements in sustainability, corporate 

governance, management, investor relations and innovation by organizations 

including Barron’s, FinanceAsia, Institutional Investor, IR Magazine, GlobalViews 

Magazine, CommonWealth Magazine, and Thomson Reuters. 

The Dow Jones Sustainability Indexes (DJSI) recognized TSMC as the 

Semiconductors and Semiconductor Equipment Industry Group Leader in 2013, 

highlighting our leadership and continued progress in sustainability and corporate 

social responsibility.  TSMC is the first Taiwan company, and one of only four Asian 

companies, to win the highest score among its industry peers in the DJSI’s 24 industry 

groups, made up of 59 industries.  In addition, TSMC is one of just two 
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semiconductor companies chosen as index components for 13 consecutive years, and 

was also named semiconductor industry leader in 2010 and 2012. 

Outlook 

While world semiconductor market is expected to grow at only 3-5% annually in the 

next five years, we expect to significantly out-grow the semiconductor market during 

that period as we have done in 25 of the last 27 years since our founding.  We have 

become the basic technology and capacity supplier to the world semiconductor 

industry, particularly the strong-growth part of that industry.  Our success has 

continued to contribute to the growth of the information technology industry. 

We are well on our way to a very competitive 10-nanometer technology, and have 

started 7-nanometer development. 

The future world of ubiquitous connectivity will require us to integrate our advanced 

logic technology with many specialty technologies. 

We have therefore been working on imaging and MEMS (micro-electro-mechanical 

system) sensors, power management, radio-frequency, embedded-flash, advanced 

packaging, and ultra-low-power technologies.  We have the experience and ability to 

integrate all these technologies together to provide SoC (system on chip) or SiP 

(system in package) solutions which will be key to our future success. 

Moreover, as TSMC forges ahead in technology leadership, we play a central role of a 

Grand Alliance with key suppliers, customers, and our design ecosystem partners, 

forming the main open technology platform for the widest range of product 

innovations in the semiconductor industry today.  Together with our Grand Alliance, 

we believe TSMC will continue to capture the opportunities presented by a world that 

values and rewards innovation. 
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INDEPENDENT AUDITORS’ REPORT
(CONSOLIDATED FINANCIAL STATEMENTS) 

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, 2013 and 2012 and January 1, 2012 and the related 
consolidated statements of comprehensive income, changes in equity and cash flows for the years ended 
December 31, 2013 and 2012.  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, 2013 and 2012 and January 1, 2012, 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, the International Financial Reporting Standards, International 
Accounting Standards, interpretation as well as related guidance translated by Accounting Research and 
Development Foundation endorsed by the Financial Supervisory Commission of the Republic of China with the 
effective dates. 

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 parent company 
only financial statements of Taiwan Semiconductor Manufacturing Company Limited as of and for the years 
ended December 31, 2013 and 2012 on which we have issued an unqualified opinion. 

February 18, 2014 

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 

(In Thousands of New Taiwan Dollars) 

 

 

  December 31, 2013  December 31, 2012  January 1, 2012    December 31, 2013  December 31, 2012  January 1, 2012 

ASSETS  Amount  %  Amount  %  Amount  %  LIABILITIES AND EQUITY  Amount  %  Amount  %  Amount  % 

                           

CURRENT ASSETS              CURRENT LIABILITIES             

Cash and cash equivalents (Note 6)    $ 242,695,447     19    $ 143,410,588     15    $ 143,472,277     18  Short-term loans (Note 18)    $ 15,645,000     1    $ 34,714,929     4    $ 25,926,528     3 

Financial assets at fair value through profit or loss (Note 7)     90,353     -     39,554     -     15,360     -  Financial liabilities at fair value through profit or loss (Note 7)     33,750     -     15,625     -     13,742     - 

Available-for-sale financial assets (Note 8)      760,793     -     2,410,635     -     3,308,770     -  Hedging derivative financial liabilities (Note 10)      -     -     -     -     232     - 

Held-to-maturity financial assets (Note 9)      1,795,949     -     5,056,973     1     3,825,680     1  Accounts payable      14,670,260     1     14,490,429     2     10,530,487     1 

Notes and accounts receivable, net (Note 11)     71,649,926     6     57,777,586     6     45,830,288     6  Payables to related parties (Note 37)     1,688,456     -     748,613     -     1,328,521     - 

Receivables from related parties (Note 37)     291,708     -     353,811     -     185,764     -  Salary and bonus payable      8,330,956     1     7,535,296     1     6,148,499     1 

Other receivables from related parties (Note 37)     221,576     -     185,550     -     122,292     -  Accrued profit sharing to employees and bonus to directors and supervisors             

Inventories (Notes 5 and 12)     37,494,893     3     37,830,498     4     24,840,582     3    (Note 24)     12,738,801     1     11,186,591     1     9,081,293     1 

Other financial assets (Note 38)     501,785     -     473,833     -     617,142     -  Payables to contractors and equipment suppliers      89,810,160     7     44,831,798     5     35,540,526     5 

Other current assets (Note 17)     2,984,224     -     2,786,408     -     2,174,014     -  Income tax payable (Note 31)     22,563,286     2     15,635,594     2     10,656,124     1 

              Provisions (Notes 5 and 19)     7,603,781     1     6,038,003     -     5,068,263     1 

Total current assets     358,486,654     28     250,325,436     26     224,392,169     28  Accrued expenses and other current liabilities (Notes 15 and 22)     16,693,484     1     13,148,944     1     13,218,235     2 

              Current portion of bonds payable and long-term bank loans (Notes 20 and 21)     -     -     128,125     -     4,562,500     1 

NONCURRENT ASSETS                            

Available-for-sale financial assets (Note 8)     58,721,959     5     38,751,245     4     -     -  Total current liabilities     189,777,934     15     148,473,947     16     122,074,950     16 

Held-to-maturity financial assets (Note 9)      -     -     -     -     5,243,167     1                 

Financial assets carried at cost (Note 13)     2,145,591     -     3,605,077     -     4,315,005     1  NONCURRENT LIABILITIES             

Investments accounted for using equity method               Hedging derivative financial liabilities (Note 10)     5,481,616     -     -     -     -     - 

  (Notes 5 and 14)     28,316,260     2     23,360,918     3     24,886,931     3  Bonds payable (Note 20)     210,767,625     17     80,000,000     8     18,000,000     3 

Property, plant and equipment (Notes 5 and 15)     792,665,913     63     617,562,188     64     490,422,153     63  Long-term bank loans (Note 21)     40,000     -     1,359,375     -     1,587,500     - 

Intangible assets (Notes 5 and 16)     11,490,383     1     10,959,569     1     10,861,563     1  Provisions (Note 19)     10,452     -     4,891     -     2,889     - 

Deferred income tax assets (Notes 5 and 31)     7,239,609     1     13,128,219     2     13,604,218     2  Other long-term payables (Note 22)     36,000     -     54,000     -     -     - 

Refundable deposits (Note 37)     2,519,031     -     2,426,712     -     4,518,863     1  Obligations under finance leases (Note 15)     776,230     -     748,115     -     870,993     - 

Other noncurrent assets (Note 17)     1,469,577     -     1,235,144     -     1,306,746     -  Accrued pension cost (Notes 5 and 23)     7,589,926     1     6,921,234     1     6,241,024     1 

              Guarantee deposits     151,660     -     203,890     -     443,983     - 

Total noncurrent assets     904,568,323     72     711,029,072     74     555,158,646     72  Others     648,449     -     495,150     -     400,831     - 

                           

              Total noncurrent liabilities     225,501,958     18     89,786,655     9     27,547,220     4 

                           

              Total liabilities     415,279,892     33     238,260,602     25     149,622,170     20 

                           

              EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT              

              Capital stock (Note 24)     259,286,171     21     259,244,357     27     259,162,226     33 

              Capital surplus (Note 24)     55,858,626     4     55,675,340     6     55,471,662     7 

              Retained earnings (Note 24)             

              Appropriated as legal capital reserve     132,436,003     11     115,820,123     12     102,399,995     13 

              Appropriated as special capital reserve     2,785,741     -     7,606,224     1     6,433,874     1 

              Unappropriated earnings     382,971,408     30     284,985,121     29     211,630,458     27 

                   518,193,152     41     408,411,468     42     320,464,327     41 

              Others (Note 24)     14,170,306     1     (2,780,485 )     -      (7,606,219 )     (1 ) 

                           

              Equity attributable to shareholders of the parent     847,508,255     67     720,550,680     75     627,491,996     80 

                           

              NONCONTROLLING INTERESTS (Note 24)     266,830     -     2,543,226     -     2,436,649     - 

                           

              Total equity     847,775,085     67     723,093,906     75     629,928,645     80 

                           

TOTAL     $ 1,263,054,977     100    $ 961,354,508     100    $ 779,550,815     100  TOTAL     $ 1,263,054,977     100    $ 961,354,508     100    $ 779,550,815     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 COMPREHENSIVE INCOME 

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

2013 2012 

Amount % Amount % 

NET REVENUE (Notes 5, 26, 37 and 42)  $ 597,024,197  100  $ 506,745,234  100 

COST OF REVENUE (Notes 12, 33 and 37) 316,057,820 53 262,583,098 52 

GROSS PROFIT BEFORE UNREALIZED GROSS 

PROFIT ON SALES TO ASSOCIATES 280,966,377 47 244,162,136 48 

UNREALIZED GROSS PROFIT ON SALES TO 

ASSOCIATES (20,870) - (25,029) - 

GROSS PROFIT 280,945,507 47 244,137,107 48 

OPERATING EXPENSES (Notes 5, 33 and 37) 

Research and development 48,118,165 8 40,383,195 8 

General and administrative 18,928,544 3 17,631,694 3 

Marketing 4,516,525 1 4,495,986 1 

Total operating expenses 71,563,234 12 62,510,875 12 

OTHER OPERATING INCOME AND EXPENSES, 

NET (Notes 27 and 33) 47,090 - (449,364) - 

INCOME FROM OPERATIONS (Note 42) 209,429,363 35 181,176,868 36 

NON-OPERATING INCOME AND EXPENSES 

Share of profits of associates and joint venture 

  (Notes 14 and 42) 3,972,031 1 2,073,729 - 

Other income (Note 28) 2,342,123 - 1,716,093 - 

Foreign exchange gain, net 285,460 - 582,498 - 

Finance costs (Notes 10 and 29) (2,646,776) - (1,020,422) - 

Other gains and losses (Notes 30 and 37) 2,104,921 - (2,852,310) - 

Total non-operating income and expenses 6,057,759 1 499,588 - 

INCOME BEFORE INCOME TAX 215,487,122 36 181,676,456 36 

INCOME TAX EXPENSE (Notes 31 and 42) 27,468,185 5 15,552,654 3 

NET INCOME 188,018,937 31 166,123,802 33 

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

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

2013 2012 

Amount % Amount % 

OTHER COMPREHENSIVE INCOME (LOSS) 

(Notes 10, 14, 23, 24 and 31) 

Exchange differences arising on translation of 

foreign operations  $ 3,668,509 1  $ (4,322,697) (1) 

Changes in fair value of available-for-sale financial 

assets 13,290,385 2 9,534,269 2 

Cash flow hedges - - 232 - 

Share of other comprehensive income (loss) of 

associates and joint venture (59,740) - 53,748 - 

Actuarial loss from defined benefit plans (662,074) - (685,978) - 

Income tax benefit (expense) related to components 

of other comprehensive income 115,168 - (326,942) - 

Other comprehensive income for the year, net 

of income tax 16,352,248 3 4,252,632 1 

TOTAL COMPREHENSIVE INCOME FOR THE 

YEAR  $ 204,371,185 34  $ 170,376,434 34 

NET INCOME (LOSS) ATTRIBUTABLE TO: 

Shareholders of the parent  $ 188,146,790 31  $ 166,318,286 33 

Noncontrolling interests (127,853) - (194,484) - 

 $ 188,018,937 31  $ 166,123,802 33 

TOTAL COMPREHENSIVE INCOME (LOSS) 

ATTRIBUTABLE TO: 

Shareholders of the parent  $ 204,505,782 34  $ 170,521,543 34 

Noncontrolling interests (134,597) - (145,109) - 

 $ 204,371,185 34  $ 170,376,434 34 

2013 2012 

Income Attributable to 

Shareholders of 

the Parent 

Income Attributable to 

Shareholders of 

the Parent 

EARNINGS PER SHARE (NT$, Note 32) 

Basic earnings per share  $ 7.26  $ 6.42 

Diluted earnings per share  $ 7.26  $ 6.41 

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 EQUITY  

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

Equity Attributable to Shareholders of the Parent 

Others 

Unrealized 

Foreign Gain/Loss 

Capital Stock - Common Stock Retained Earnings Currency from Available- 

Shares Legal Capital Special Capital Unappropriated Translation for-sale Cash Flow Noncontrolling Total 

(In Thousands) Amount Capital Surplus Reserve Reserve Earnings Total Reserve Financial Assets Hedges Reserve Total Total Interests Equity 

BALANCE, JANUARY 1, 2012 25,916,222  $ 259,162,226  $ 55,471,662  $ 102,399,995  $ 6,433,874  $ 211,630,458  $ 320,464,327  $ (6,433,364 )  $ (1,172,762 )  $ (93 )  $ (7,606,219 )  $ 627,491,996  $ 2,436,649  $ 629,928,645 

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 ) 

Total - - - 13,420,128 1,172,350 (92,341,146 ) (77,748,668 ) - - - - (77,748,668 ) - (77,748,668 ) 

Net income in 2012 - - - - - 166,318,286 166,318,286 - - - - 166,318,286 (194,484 ) 166,123,802 

Other comprehensive income in 2012, net of income 

tax - - - - - (622,477 ) (622,477 ) (4,320,442 ) 9,146,083 93 4,825,734 4,203,257 49,375 4,252,632 

Total comprehensive income in 2012 - - - - - 165,695,809 165,695,809 (4,320,442 ) 9,146,083 93 4,825,734 170,521,543 (145,109 ) 170,376,434 

Issuance of stock from exercise of employee stock 

options 8,213 82,131 160,357 - - - - - - - - 242,488 - 242,488 

Stock option compensation cost of subsidiary - - - - - - - - - - - - 6,219 6,219 

Adjustments to share of changes in equity of 

associates and joint venture - - 2,588 - - - - - - - - 2,588 - 2,588 

Adjustments arising from changes in percentage of 

ownership in subsidiaries - - 40,733 - - - - - - - - 40,733 (40,733 ) - 

Increase in noncontrolling interests - - - - - - - - - - - - 286,200 286,200 

BALANCE, DECEMBER 31, 2012 25,924,435 259,244,357 55,675,340 115,820,123 7,606,224 284,985,121 408,411,468 (10,753,806 ) 7,973,321 - (2,780,485 ) 720,550,680 2,543,226 723,093,906 

Appropriations of prior year’s earnings 

Legal capital reserve - - - 16,615,880 - (16,615,880 ) - - - - - - - - 

Reversal of special capital reserve - - - - (4,820,483 ) 4,820,483 - - - - - - - - 

Cash dividends to shareholders - NT$3.00 per 

share - - - - - (77,773,307 ) (77,773,307 ) - - - - (77,773,307 ) - (77,773,307 ) 

Total - - - 16,615,880 (4,820,483 ) (89,568,704 ) (77,773,307 ) - - - - (77,773,307 ) - (77,773,307 ) 

Net income in 2013 - - - - - 188,146,790 188,146,790 - - - - 188,146,790 (127,853 ) 188,018,937 

Other comprehensive income in 2013, net of income 

tax - - - - - (591,799 ) (591,799 ) 3,613,444 13,337,460 (113 ) 16,950,791 16,358,992 (6,744 ) 16,352,248 

Total comprehensive income in 2013 - - - - - 187,554,991 187,554,991 3,613,444 13,337,460 (113 ) 16,950,791 204,505,782 (134,597 ) 204,371,185 

Issuance of stock from exercise of employee stock 

options 4,182 41,814 82,756 - - - - - - - - 124,570 - 124,570 

Stock option compensation cost of subsidiary - - - - - - - - - - - - 5,312 5,312 

Adjustments to share of changes in equity of 

associates and joint venture - - 38,084 - - - - - - - - 38,084 - 38,084 

Adjustments arising from changes in percentage of 

ownership in subsidiaries - - 62,446 - - - - - - - - 62,446 (62,446 )  - 

Increase in noncontrolling interests - - - - - - - - - - - - 188,488 188,488 

Effect of deconsolidation of subsidiary - - - - - - - - - - - - (2,273,153 ) (2,273,153 ) 

BALANCE, DECEMBER 31, 2013 25,928,617  $ 259,286,171  $ 55,858,626  $ 132,436,003  $ 2,785,741  $ 382,971,408  $ 518,193,152  $ (7,140,362 )  $ 21,310,781  $ (113 )  $ 14,170,306  $ 847,508,255  $ 266,830  $ 847,775,085 

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 

(In Thousands of New Taiwan Dollars) 

 

 

  2013  2012 

     

CASH FLOWS FROM OPERATING ACTIVITIES     

Income before income tax    $ 215,487,122    $ 181,676,456 

Adjustments for:     

Depreciation expense     153,979,847     129,168,514 

Amortization expense     2,202,022     2,180,775 

Stock option compensation cost of subsidiary     5,312      6,219  

Finance costs     2,646,776     1,020,422 

Share of profits of associates and joint venture     (3,972,031)     (2,073,729) 

Interest income     (1,835,980)     (1,645,036) 

Gain on disposal of property, plant and equipment and intangible assets, net     (48,848)     (103) 

Impairment loss on property, plant and equipment     -     444,505 

Impairment loss of financial assets     352,214     4,231,602 

Gain on disposal of available-for-sale financial assets, net     (1,267,086)     (399,598) 

Gain on disposal of financial assets carried at cost, net     (44,721)     (141,491) 

Loss (gain) on disposal of investments in associates     733      (4,977) 

Gain on deconsolidation of subsidiary     (293,578)     - 

Unrealized gross profit on sales to associates     20,870      25,029 

Loss (gain) on foreign exchange, net     317,547      (3,219,144) 

Dividend income     (506,143)     (71,057) 

Income from receipt of equity securities in settlement of trade receivables     (9,977)     (886) 

Loss on hedging instruments     5,602,779     - 

Gain on arising from changes in fair value of available-for-sale financial 

assets in hedge effective portion     (5,071,118)     - 

Changes in operating assets and liabilities:     

Derivative financial instruments     (32,189)     (22,311) 

Notes and accounts receivable, net     (14,131,066)     (11,947,191) 

Receivables from related parties      (204,278)     (168,047) 

Other receivables from related parties     50,589      (63,258) 

Inventories     122,472     (12,989,916) 

Other financial assets     18,578     53,182 

Other current assets     (312,251)     648,051  

Accounts payable     346,401     3,656,358  

Payables to related parties         850,094     (605,182) 

Salary and bonus payable     883,925     1,386,797 

Accrued profit sharing to employees and bonus to directors and supervisors     1,552,210     2,105,298 

Accrued expenses and other current liabilities     3,531,017     2,051,785 

Provisions     1,595,810     977,901 

Accrued pension cost     9,554     (5,769) 

Cash generated from operations     361,846,606     296,275,199 

Income taxes paid     (14,463,069)     (11,312,039) 

     

Net cash generated by operating activities     347,383,537     284,963,160 

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries 
 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

(In Thousands of New Taiwan Dollars) 

 

 

  2013  2012 

     

CASH FLOWS FROM INVESTING ACTIVITIES     

Acquisitions of:     

Available-for-sale financial assets    $ (21,303)    $ (31,525,876) 

Held-to-maturity financial assets     (1,795,949)     - 

Financial assets carried at cost     (27,165)     (56,512) 

Property, plant and equipment     (287,594,773)     (246,137,361) 

Intangible assets     (2,750,361)     (1,782,299) 

Proceeds from disposal or redemption of:     

Available-for-sale financial assets     2,418,578     964,367 

Held-to-maturity financial assets     5,145,850     2,711,440 

Financial assets carried at cost     67,986     353,656 

Property, plant and equipment      173,554     157,484 

Other assets     -     26,688 

Costs from entering into hedging transactions     (143,982)     - 

Interest received     1,790,725      1,719,026  

Other dividends received     506,143     71,057 

Dividends received from associates     2,141,881     2,088,472 

Refundable deposits paid     (98,888)     (517,162) 

Refundable deposits refunded     113,399      2,609,313 

Net cash outflow from deconsolidation of subsidiary (Note 34)     (979,910)     - 

     

Net cash used in investing activities     (281,054,215)     (269,317,707) 

     

CASH FLOWS FROM FINANCING ACTIVITIES     

Proceeds from issuance of bonds     130,844,821     62,000,000 

Repayment of bonds     -      (4,500,000) 

Increase (decrease) in short-term loans     (19,636,240)     9,747,094 

Increase in long-term bank loans     690,000     50,000 

Repayment of long-term bank loans     (62,500)     (212,500) 

Repayment of other long-term payables     (853,788)     (2,367,866) 

Interest paid     (1,330,886)     (736,607) 

Guarantee deposits received     41,519     15,671 

Guarantee deposits refunded     (113,087)     (255,764) 

Decrease in obligations under finance leases     (27,796)     (108,863) 

Proceeds from exercise of employee stock options     124,570     242,488 

Cash dividends     (77,773,307)     (77,748,668) 

Increase in noncontrolling interests     202,619      286,200  

     

Net cash generated by (used in) financing activities     32,105,925      (13,588,815) 

     

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH 

EQUIVALENTS 

 

   849,612  

 

   (2,118,327) 

     

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS     99,284,859     (61,689) 

     

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR     143,410,588     143,472,277 

     

CASH AND CASH EQUIVALENTS, END OF YEAR    $ 242,695,447    $ 143,410,588 

 

 

 

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

- 16 -



INDEPENDENT AUDITORS’ REPORT
(PARENT COMPANY ONLY FINANCIAL STATEMENTS) 

The Board of Directors and Shareholders 
Taiwan Semiconductor Manufacturing Company Limited 

We have audited the accompanying parent company only balance sheets of Taiwan Semiconductor 
Manufacturing Company Limited as of December 31, 2013 and 2012 and January 1, 2012 and the related parent 
company only statements of comprehensive income for the years ended December 31, 2013 and 2012, as well as 
the parent company only statements of changes in equity and cash flows for the years ended December 31, 2013 
and 2012.  These parent company only 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 parent company only financial statements referred to above present fairly, in all material 
respects, the parent company only financial position of Taiwan Semiconductor Manufacturing Company 
Limited as of December 31, 2013 and 2012 and January 1, 2012, 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. 

The statements of major accounting items listed in the parent company only financial statements of Taiwan 
Semiconductor Manufacturing Company Limited as of and for the year ended December 31, 2013 are presented 
for the purpose of additional analysis.  Such statements have been subjected to the auditing procedures applied 
in our audits of the financial statements mentioned above.  In our opinion, such statements are fairly stated in 
all material respects in relation to the financial statements as a whole. 

February 18, 2014 

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. 

ATTACHMENT IV
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Taiwan Semiconductor Manufacturing Company Limited 

PARENT COMPANY ONLY BALANCE SHEETS 

(In Thousands of New Taiwan Dollars) 

December 31, 2013 December 31, 2012 January 1, 2012 December 31, 2013 December 31, 2012 January 1, 2012 

ASSETS Amount % Amount % Amount % LIABILITIES AND EQUITY Amount % Amount % Amount % 

CURRENT ASSETS CURRENT LIABILITIES 

Cash and cash equivalents (Note 6)  $ 146,438,768 12  $ 109,150,810 12  $ 85,262,521 11 Short-term loans (Note 17)  $ 15,645,000 1  $ 34,714,929 4  $ 25,926,528 3 

Financial assets at fair value through profit or loss (Note 7) 64,030 - 38,824 - 14,925 - Financial liabilities at fair value through profit or loss (Note 7) 25,404 - 6,274 - - - 

Available-for-sale financial assets (Note 8)  646,402 - 1,845,052 - 2,617,134 1 Accounts payable  13,628,675 1 13,392,221 1 9,522,688 1 

Held-to-maturity financial assets (Note 9)  1,795,949 - 701,146 - 701,136 - Payables to related parties (Note 34) 4,183,979 - 3,230,342 - 2,992,582 - 

Notes and accounts receivable, net (Note 10) 17,445,877 2 15,252,394 2 19,409,266 3 Accrued profit sharing to employees and bonus to directors (Note 21) 12,738,801 1 11,186,591 1 9,055,704 1 

Receivables from related parties (Note 34) 52,969,803 4 40,987,444 4 24,777,534 3 Payables to contractors and equipment suppliers  89,555,814 8 44,371,108 5 33,811,970 5 

Other receivables from related parties (Note 34) 572,000 - 274,963 - 188,028 - Income tax payable (Note 28) 22,567,331 2 15,196,399 1 10,647,797 1 

Inventories (Notes 5 and 11) 35,243,061 3 35,296,391 4 22,853,397 3 Provisions (Notes 5 and 18) 7,217,331 1 5,732,738 1 4,887,879 1 

Other financial assets 61,842 - 175,261 - 122,010 - Accrued expenses and other current liabilities 21,633,409 2 16,698,014 2 13,057,161 2 

Other current assets (Note 16) 2,386,031 - 2,097,329 - 1,725,736 - Current portion of bonds payable (Note 19) - - - - 4,500,000 1 

Total current assets 257,623,763 21 205,819,614 22 157,671,687 21 Total current liabilities 187,195,744 16 144,528,616 15 114,402,309 15 

NONCURRENT ASSETS NONCURRENT LIABILITIES 

Held-to-maturity financial assets (Note 9)  - - - - 702,291 - Bonds payable (Note 19) 166,200,000 14 80,000,000 8 18,000,000 2 

Financial assets carried at cost (Note 12) 469,378 - 483,759 - 497,835 - Other long-term payables  36,000 - 54,000 - - - 

Investments accounted for using equity method (Notes 5 and 13) 165,075,781 14 139,150,441 15 128,143,256 17 Accrued pension cost (Notes 5 and 20) 7,491,040 - 6,805,042 1 6,132,071 1 

Property, plant and equipment (Notes 5 and 14) 770,443,494 64 586,636,036 61 454,420,770 59 Guarantee deposits 147,964 - 199,315 - 439,032 - 

Intangible assets (Notes 5 and 15) 7,069,456 1 6,449,837 1 6,287,000 1 

Deferred income tax assets (Notes 5 and 28) 4,580,468 - 10,318,863 1 13,228,485 2 Total noncurrent liabilities 173,875,004 14 87,058,357 9 24,571,103 3 

Refundable deposits 2,496,663 - 2,394,826 - 4,491,735 - 

Other noncurrent assets (Note 16) 820,000 - 884,277 - 1,022,349 - Total liabilities 361,070,748 30 231,586,973 24 138,973,412 18 

Total noncurrent assets 950,955,240 79 746,318,039 78 608,793,721 79 EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT 

Capital stock (Note 21) 259,286,171 21 259,244,357 27 259,162,226 34 

Capital surplus (Note 21) 55,858,626 5 55,675,340 6 55,471,662 7 

Retained earnings (Note 21) 

Appropriated as legal capital reserve 132,436,003 11 115,820,123 12 102,399,995 13 

Appropriated as special capital reserve 2,785,741 - 7,606,224 1 6,433,874 1 

Unappropriated earnings 382,971,408 32 284,985,121 30 211,630,458 28 

518,193,152 43 408,411,468 43 320,464,327 42 

Others (Note 21) 14,170,306 1 (2,780,485 ) - (7,606,219 ) (1 ) 

Total equity 847,508,255 70 720,550,680 76 627,491,996 82 

TOTAL  $ 1,208,579,003   100  $ 952,137,653   100  $ 766,465,408   100 TOTAL  $ 1,208,579,003   100  $ 952,137,653   100  $ 766,465,408   100 

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

PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME 

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

 

 

  2013  2012 

  Amount  %  Amount  % 

         

NET REVENUE (Notes 5, 23 and 34)    $ 591,087,600     100    $ 500,369,525     100 

         

COST OF REVENUE (Notes 11, 30 and 34)     319,407,163     54     265,494,185     53 

         

GROSS PROFIT BEFORE UNREALIZED GROSS 

PROFIT ON SALES TO SUBSIDIARIES AND 

ASSOCIATES      271,680,437     46     234,875,340     47 

         

UNREALIZED GROSS PROFIT ON SALES TO 

SUBSIDIARIES AND ASSOCIATES      (35,577)     -     (25,029)     - 

         

GROSS PROFIT     271,644,860     46     234,850,311     47 

         

OPERATING EXPENSES (Notes 5, 30 and 34)         

Research and development     46,922,471     8     38,769,956     8 

General and administrative     17,697,411     3     16,324,238     3 

Marketing     2,304,472     -     2,386,889     1 

         

Total operating expenses     66,924,354     11     57,481,083     12 

         

OTHER OPERATING INCOME AND EXPENSES, 

NET (Notes 24 and 30)     (66,614)     -     (549,087)     - 

         

INCOME FROM OPERATIONS     204,653,892     35     176,820,141     35 

         

NON-OPERATING INCOME AND EXPENSES         

Share of profits of subsidiaries and associates  

  (Note 13)     9,530,933     2     8,175,390     2 

Other income (Note 25)     1,082,426     -     936,903     - 

Foreign exchange gain, net     279,488     -     327,744     - 

Finance costs (Note 26)     (2,092,236)     -     (945,114)     - 

Other gains and losses (Notes 27 and 34)     2,262,047     -     (1,562,677)     - 

         

Total non-operating income and expenses     11,062,658     2     6,932,246     2 

         

INCOME BEFORE INCOME TAX     215,716,550     37     183,752,387     37 

         

INCOME TAX EXPENSE (Note 28)     27,569,760     5     17,434,101     4 

         

NET INCOME     188,146,790     32     166,318,286     33 

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited 

PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME 

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

2013 2012 

Amount % Amount % 

OTHER COMPREHENSIVE INCOME (LOSS) 

(Notes 13, 20, 21 and 28) 

Exchange differences arising on translation of 

foreign operations  $ 3,655,675 1  $ (4,317,386) (1) 

Changes in fair value of available-for-sale financial 

assets (214,935) - 2,407,647 1 

Share of other comprehensive income of subsidiaries 

and associates 13,472,874 2 7,118,419 1 

Actuarial loss from defined benefit plans (671,774) - (677,413) - 

Income tax benefit (expense) related to components 

of other comprehensive income 117,152 - (328,010) - 

Other comprehensive income for the year, net 

of income tax 16,358,992 3 4,203,257 1 

TOTAL COMPREHENSIVE INCOME FOR THE 

YEAR  $ 204,505,782 35  $ 170,521,543 34 

EARNINGS PER SHARE (NT$, Note 29) 

Basic earnings per share $ 7.26 $ 6.42 

Diluted earnings per share $ 7.26 $ 6.41 

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

PARENT COMPANY ONLY STATEMENTS OF CHANGES IN EQUITY  

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

Others 

Unrealized 

Foreign Gain/Loss 

Capital Stock - Common Stock Retained Earnings Currency from Available- 

Shares Legal Capital Special Capital Unappropriated Translation for-sale Cash Flow Total 

(In Thousands) Amount Capital Surplus Reserve Reserve Earnings Total Reserve Financial Assets Hedges Reserve Total Equity 

BALANCE, JANUARY 1, 2012 25,916,222  $ 259,162,226  $ 55,471,662  $ 102,399,995  $ 6,433,874  $ 211,630,458  $ 320,464,327  $ (6,433,364 )  $ (1,172,762 )  $ (93 )  $ (7,606,219 )  $ 627,491,996 

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 ) 
Total - - - 13,420,128 1,172,350 (92,341,146 ) (77,748,668 ) - - - - (77,748,668 ) 

Net income in 2012 - - - - - 166,318,286 166,318,286 - - - - 166,318,286 

Other comprehensive income in 2012, net of income tax - - - - - (622,477 ) (622,477 ) (4,320,442 ) 9,146,083 93 4,825,734 4,203,257 

Total comprehensive income in 2012 - - - - - 165,695,809 165,695,809 (4,320,442 ) 9,146,083 93 4,825,734 170,521,543 

Issuance of stock from exercise of employee stock options 8,213 82,131 160,357 - - - - - - - - 242,488 

Adjustments to share of changes in equity of subsidiaries and associates - - 2,588 - - - - - - - - 2,588 

Adjustments arising from changes in percentage of ownership in 

subsidiaries - - 40,733 - - - - - - - - 40,733 

BALANCE, DECEMBER 31, 2012 25,924,435 259,244,357 55,675,340 115,820,123 7,606,224 284,985,121 408,411,468 (10,753,806 ) 7,973,321 - (2,780,485 ) 720,550,680 

Appropriations of prior year’s earnings 
Legal capital reserve - - - 16,615,880 - (16,615,880 ) - - - - - - 

Reversal of special capital reserve - - - - (4,820,483 ) 4,820,483 - - - - - - 
Cash dividends to shareholders - NT$3.00 per share - - - - - (77,773,307 ) (77,773,307 ) - - - - (77,773,307 ) 

Total - - - 16,615,880 (4,820,483 ) (89,568,704 ) (77,773,307 ) - - - - (77,773,307 ) 

Net income in 2013 - - - - - 188,146,790 188,146,790 - - - - 188,146,790 

Other comprehensive income in 2013, net of income tax - - - - - (591,799 ) (591,799 ) 3,613,444 13,337,460 (113 ) 16,950,791 16,358,992 

Total comprehensive income in 2013 - - - - - 187,554,991 187,554,991 3,613,444 13,337,460 (113 ) 16,950,791 204,505,782 

Issuance of stock from exercise of employee stock options 4,182 41,814 82,756 - - - - - - - - 124,570 

Adjustments to share of changes in equity of subsidiaries and associates - - 38,084 - - - - - - - - 38,084 

Adjustments arising from changes in percentage of ownership in 

subsidiaries - - 62,446 - - - - - - - - - - - - - - - 62,446 

BALANCE, DECEMBER 31, 2013 25,928,617  $ 259,286,171  $ 55,858,626  $ 132,436,003  $ 2,785,741  $ 382,971,408  $ 518,193,152  $ (7,140,362 )  $ 21,310,781  $ (113 )  $ 14,170,306  $ 847,508,255 

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

PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS 

(In Thousands of New Taiwan Dollars) 

 

 

  2013  2012 

     

CASH FLOWS FROM OPERATING ACTIVITIES     

Income before income tax    $ 215,716,550    $ 183,752,387 

Adjustments for:     

Depreciation expense     147,266,825     122,377,815 

Amortization expense     2,072,926     2,022,064 

Finance costs     2,092,236     945,114 

Share of profits of subsidiaries and associates     (9,530,933)     (8,175,390) 

Interest income     (1,011,301)     (867,227) 

Loss on disposal of property, plant and equipment and intangible 

assets, net     64,753      125,488 

Impairment loss on property, plant and equipment     -      418,330 

Impairment loss of financial assets     -      2,677,529 

Gain on disposal of available-for-sale financial assets, net     (846,709)     (110,634) 

Loss (gain) on disposal of financial assets carried at cost, net     (42,664)     269 

Loss (gain) on disposal of investments in associates     656      (4,977) 

Gain on deconsolidation of subsidiary     (293,578)     - 

Unrealized gross profit on sales to associates     35,577      25,029 

Loss (gain) on foreign exchange, net     315,098      (3,143,506) 

Dividend income     (71,125)     (69,676) 

Changes in operating assets and liabilities:         

Derivative financial instruments     (6,076)     (17,625) 

Notes and accounts receivable, net     (2,193,483)     4,156,872 

Receivables from related parties     (11,982,359)     (16,209,910) 

Other receivables from related parties     (257,810)     (89,347) 

Inventories     53,330      (12,442,994) 

Other current assets     (266,929)     (363,366) 

Other financial assets     68,313      (18,057) 

Accounts payable     182,965      3,565,949  

Payables to related parties     961,579      (67,770) 

Accrued profit sharing to employees and bonus to directors     1,552,210      2,130,887 

Accrued expenses and other current liabilities     4,269,512     3,281,875 

Provisions     1,484,593     844,859 

Accrued pension cost     14,224     (4,442) 

Cash generated from operations     349,648,380     284,739,546 

Income taxes paid     (14,365,054)     (10,312,114) 

     

Net cash generated by operating activities     335,283,326     274,427,432 

     

CASH FLOWS FROM INVESTING ACTIVITIES     

Acquisitions of:     

Held to maturity financial assets     (1,795,949)     - 

Financial assets carried at cost     (2,177)     (1,093) 

Property, plant and equipment     (285,889,575)     (242,063,668) 

Intangible assets     (2,727,399)     (1,743,043) 

(Continued) 
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Taiwan Semiconductor Manufacturing Company Limited 

PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS 

(In Thousands of New Taiwan Dollars) 

2013 2012 

Proceeds from disposal or redemption of: 

Available-for-sale financial assets  $ 1,830,424  $ 612,834 

Held-to-maturity financial assets 700,000 700,000 

Financial assets carried at cost 59,222 14,900 

Property, plant and equipment  162,068 93,984 

Interest received 1,057,553 834,314 

Other dividends received 71,125 69,676 

Dividends received from subsidiaries and associates 2,151,373 1,688,878 

Refundable deposits paid (96,072) (508,158) 

Refundable deposits refunded 112,204 2,599,560 

Net cash used in investing activities (284,367,203) (237,701,816) 

CASH FLOWS FROM FINANCING ACTIVITIES 

Proceeds from issuance of bonds 86,200,000 62,000,000 

Repayment of bonds - (4,500,000) 

Increase (decrease) in short-term loans (19,636,240) 9,747,093 

Interest paid (1,286,296) (670,165) 

Guarantee deposits received 40,729 13,038 

Guarantee deposits refunded (111,313) (249,771) 

Proceeds from exercise of employee stock options 124,570 242,488 

Payment of partial acquisition of interests in subsidiaries (1,357,222) (2,259,244) 

Proceeds from partial disposal of interests in subsidiaries 170,914 587,902 

Cash dividends (77,773,307) (77,748,668) 

Net cash used in financing activities (13,628,165) (12,837,327) 

NET INCREASE IN CASH AND CASH EQUIVALENTS 37,287,958 23,888,289 

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 109,150,810 85,262,521 

CASH AND CASH EQUIVALENTS, END OF YEAR  $ 146,438,768  $ 109,150,810 

The accompanying notes are an integral part of the parent company only financial statements. (Concluded) 
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TAIWAN SEMICONDUCTOR MANUFACTURING COMPANY LIMITED 

PROFIT ALLOCATION PROPOSAL 

December 31, 2013 

Unit: NT$ 

Net Income of 2013 (Note)
188,146,789,881 

Less:: 

- 10% Legal Reserve 18,814,678,988 

Plus: 

- Reversal of Special Reserve 2,785,740,767 

Earnings in 2013 Available for Distribution 172,117,851,660 

Plus: 

- Unappropriated Retained Earnings of Previous Years 

-
-

197,606,238,482  

Less: 

 - Effect of Adoption of IFRSs 2,189,820,950 

  - Actuarial Loss from Defined Benefit Plans 591,799,619 

Retained Earnings Available for Distribution as of December 31, 2013 366,942,469,573 

Distribution Item: 

- Cash Dividends to Common Share Holders (NT$3.0 per share) 77,785,851,420 

Unappropriated Retained Earnings 289,156,618,153 

(Note) : 

After expensing the following: 

‧Employees’ cash bonus and profit sharing of NT$25,269,329,608, including

- NT$12,634,664,804 distributed cash bonus; and 

- NT$12,634,664,804  cash profit sharing to be distributed after 2014 Annual Shareholders’ Meeting 

‧Directors’ compensation of NT$104,136,580

ATTACHMENT V

- 24 -



  

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

fixed assets.

4. “Subsidiaries” used herein should

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(including lands, plants and 

buildings, investment property, and 

right to use land) and equipment; 

(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

       ATTACHMENT VI
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mean the 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”). 

5. “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 regulatory authority. 

fixed assetsequipment. 

4. “Related Parties” and “Subsidiaries”

used herein should mean the local or

overseas companies directly or

indirectly owned by this Company

meeting with the definition stipulated

in Statementsthe Regulations

Governing the Preparation of

Financial Reports by Securities

IssuersAccounting Standards Nos. 5

and 7 published by the Accounting

Research and Development 

Foundation (“ARDF”). 

5. “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.

The term “10% of the company’s total 

asset” used herein shall be calculated 

based on the total asset stated in the most 

recent standalone financial report prepared 

in accordance with the Regulations 

Governing the Preparation of Financial 

Reports by Securities Issuers.  For any 

Subsidiary whose shares have no par 

value or a par value of other than NT$10, 

the “20% of its paid-in capital” criteria 

under this Procedures shall be replaced by 

“10% of its equity attributable to 

shareholders of the parent”. 

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 regulatory authority. 

Article 3 

The procedures for acquisition or disposal 

of assets by this Company and the 

limitation of amounts thereof should be as 

follows: 

Article 3 

The procedures for acquisition or disposal 

of assets by this Company and the 

limitation of amounts thereof should be as 

follows: 
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1. The acquisition or disposal of long

term security investment should be

reviewed and appraised by the

department responsible therefor and

implemented after approval by the

Board of Directors (the “Board”),

while the Board can authorize the

Chairman to handle the matter and

report to the Board for recognition on

an after-the-event basis.

2. The acquisition or disposal of short

term security investment should be

reviewed and appraised by the

department responsible therefor and

implemented within the limits of

amount set forth in Item 6 of this

Article.

3. The acquisition or disposal of real

estate should be reviewed and

appraised by the department

responsible therefor and implemented

after approval by the Board, while the

Board can authorize the Chairman to

handle the matter and report to the

Board for recognition on an after-the-

event basis.

4. The acquisition of other fixed assets

should be handled by the department

responsible therefor in accordance

with relevant internal rules of this

Company after approval by the Board.

The disposal of other fixed assets

should be directly handled by the

department responsible therefor in

accordance with relevant internal rules

of this Company.

5. Responsible Departments

• For acquisition or disposal of

long/short term security

investment, the departments

responsible therefor should be

Finance Division or other related

department.

• For acquisition or disposal of real

estate and other fixed assets, the

departments responsible therefor

1. The acquisition or disposal of long

term security investment should be

reviewed and appraised by the

department responsible therefor and

implemented after approval by the

Board of Directors (the “Board”),

while the Board can authorize the

Chairman to handle the matter and

report to the Board for recognition on

an after-the-event basis.

2. The acquisition or disposal of short

term security investment should be

reviewed and appraised by the

department responsible therefor and

implemented within the limits of

amount set forth in Item 6 of this

Article.

3. The acquisition or disposal of real

estate should be reviewed and

appraised by the department

responsible therefor and implemented

after approval by the Board, while the

Board can authorize the Chairman to

handle the matter and report to the

Board for recognition on an after-the-

event basis.

4. The acquisition of other fixed

assetsequipment should be handled by

the department responsible therefor in

accordance with relevant internal rules

of this Company after approval by the

Board. The disposal of other fixed

assetsequipment should be directly

handled by the department responsible

therefor in accordance with relevant

internal rules of this Company.

5. Responsible Departments

• For acquisition or disposal of

long/short term security

investment, the departments

responsible therefor should be

Finance Division or other related

department.

• For acquisition or disposal of real

estate and other fixed

assetsequipment, the departments
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should be Material Management 

Division, Accounting Division or 

other related department. 

6. Limits of Amounts

• The acquisition of real estate by

this Company for non-operating

purpose should not exceed 15% of

this Company’s net worth. The

acquisition of real estate for non-

operating purpose by each

Subsidiary of this Company should

not exceed 5% of this Company’s

net worth.

• The total amount of all long/short

term security investments by this

Company should not exceed 70%

of this Company’s net worth. The

total amount of all long/short term

security investments by each

Subsidiary of this Company should

not exceed 30% of this Company’s

net worth.

• The amount of investment by this

Company in each respective

security should not exceed 30% of

this Company’s net worth. The

amount of investment by each

Subsidiary of this Company in

each respective security should not

exceed 20% of this Company’s net

worth.

7. Material asset transactions shall be

approved by the Audit Committee in

accordance with relevant regulations

and be approved by the Board.

responsible therefor should be 

Material Management Division, 

Accounting Division or other 

related department. 

6. Limits of Amounts

• The acquisition of real estate by

this Company for non-operating

purpose should not exceed 15% of

this Company’s net worth. The

acquisition of real estate for non-

operating purpose by each

Subsidiary of this Company should

not exceed 5% of this Company’s

net worth.

• The total amount of all long/short

term security investments by this

Company should not exceed 70%

of this Company’s net worth. The

total amount of all long/short term

security investments by each

Subsidiary of this Company should

not exceed 30% of this Company’s

net worth.

• The amount of investment by this

Company in each respective

security should not exceed 30% of

this Company’s net worth. The

amount of investment by each

Subsidiary of this Company in

each respective security should not

exceed 20% of this Company’s net

worth.

7. Material asset transactions shall be

approved by the Audit Committee in

accordance with relevant regulations

and be approved by the Board.
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 or to a related party, or

acquisition or disposal of assets other

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 or to a related party, or

acquisition or disposal of assets other
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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 buying or selling 

of government bonds or bonds under 

repurchase and resale agreements; 

2. merger, spin-off, acquisition or share

transfer;

3. 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 government

bonds;

2. buying or selling bonds under

repurchase and resale agreements;

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

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 buying or selling 

of government bonds or bonds under 

repurchase and resale agreements, nor 

subscription or redemption of 

domestic money market funds; 

2. merger, spin-off, acquisition or share

transfer;

3. 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 government

bonds;

2. buying or selling bonds under

repurchase and resale agreements,

or subscribing or redeeming

domestic money market funds;

3. acquisition or disposal of

operation-purpose machinery and

equipment with non-related parties

in an amount not exceeding NT$
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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. 

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

Appraiser shall be obtained prior 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 

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

assetsequipment by this Company

whose amount reaches 20% of the

Company’s paid-in capital or NT$300

million, an appraisal report issued by

Professional Appraiser shall be

obtained prior 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 
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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 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) The 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 

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 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) The 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 
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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.

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

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.

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,

excluding transactions with

government agency(ies), 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.
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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. 

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 8 

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

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

Article 8 

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

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, except for

buying or selling government bonds,
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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. 

(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

bonds under repurchase and resale 

agreements and subscribing or 

redeeming domestic money market 

funds, 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. 

(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
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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 

previously approved by the Board need 

not be counted toward the transaction 

amount. 

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 

previously approved by the Board need 

not be counted toward the transaction 

amount. 
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Before and After Revision 

BEFORE THE REVISION AFTER THE REVISION 

Article 7 

Level of Delegation/Authorization 

Transaction Execution 

The authorized dealers, based on the net 

position deriving from business activities 

of the Company, shall evaluate with and 

obtain concurrence from Finance Director 

and Finance Manager and then execute the 

transactions as concurred. Levels of 

delegation and authorization of each 

transaction are set as follows: 

Delegated Amount of 

Each Transaction 

CFO US$ 75 MM+ 

Finance Director US$ 50 MM+ ~ 

75 MM 

Finance Manager US$ 25 MM+ ~ 

50 MM 

Authorized Dealer Up to US$ 25 MM 

Transaction Ratification 

A written ratification shall be obtained 

according to the following combination of 

authorization, for every executed 

transaction. 

Delegated Amount of 

Each Transaction 

CFO & US$ 10MM+ 

Finance Director & 

Finance Manager 

Finance Director & Up to 

Finance Manager US$10MM 

Banks and other counterparties need to be 

Article 7 

Level of Delegation/Authorization 

Transaction Execution 

The authorized dealers, based on the net 

position deriving from business activities 

of the Company, shall evaluate with and 

obtain concurrence from Finance Director 

and Finance Manager and then execute the 

transactions as concurred. Levels of 

delegation and authorization of each 

transaction are set as follows: 

Delegated Amount of 

Each Transaction 

CFO US$ 75 MM+ 

Finance Director US$ 50 MM+ ~ 

75 MM 

Finance Manager US$ 25 MM+ ~ 

50 MM 

Authorized Dealer Up to US$ 25 MM 

Transaction Ratification 

A written ratification shall be obtained 

according to the following combination of 

authorization, for every executed 

transaction. 

Delegated Amount of 

Each Transaction 

CFO & US$ 1050MM+ 

Finance Director & 

Finance Manager 

Finance Director & Up to 

Finance Manager US$1050MM 

ATTACHMENT VII
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BEFORE THE REVISION AFTER THE REVISION 

informed in writing of the delegation 

systems herein in order to manage and 

control the Company’s derivative 

transactions and positions. The written 

confirmation with banks and other 

counterparties, regardless of the size of 

transaction amount, are all co-ratified by 

Finance Director and Finance Manager of 

the Company. 

Banks and other counterparties need to be 

informed in writing of the delegation 

systems herein in order to manage and 

control the Company’s derivative 

transactions and positions. The written 

confirmation with banks and other 

counterparties, regardless of the size of 

transaction amount, are all co-ratified by 

Finance Director and Finance Manager of 

the Company. 

Article 11 

Internal Control 

Separation of Duty 

The respective functions of trading, 

confirmation and settlement should be 

performed by different personnel. 

Position Control 

A trading slip needs to be filled out by the 

trading personnel upon the completion of 

any transactions and passed to the 

confirmation personnel, who, in turn, shall 

confirm with the counterparty and 

reconcile the master position table for 

reference. 

Monitoring 

Internal auditor, due to his/her 

independency, is required to evaluate, 

monitor, and control aforementioned risks 

arising from derivative transactions and 

report to the Chief Executive Officer or 

his designee appointed by written 

designation, who is held accountable by 

the Chairman andthe Board. 

Article 11 

Internal Control 

Separation of Duty 

The respective functions of trading, 

confirmation and settlement should be 

performed by different personnel. 

PositionTransaction Control 

A trading slip needs to be filled out 

byOnce the trading personnel upon the 

completion ofexecute any transactions and 

passed to, the confirmation personnel, 

who, in turn, shall confirm the transaction 

terms with the counterparty and reconcile 

the master position table for 

referenceobtain relevant supervisory 

ratification. 

Monitoring 

Internal auditor, due to his/her 

independency, is required to evaluate, 

monitorThe evaluation, monitoring, and 

control of aforementioned risks arising 

from derivative transactions andshall be 

performed by Chairman’s designee 

appointed by written designation, and 

belong to the section that is different from 

the one responsible for the trading, 

confirmation and settlement thereof. This 

responsible personnel shall also report to 

- 37 -



BEFORE THE REVISION AFTER THE REVISION 

the Chief Executive Officer or his 

designee appointed by written designation, 

who is held accountable by the Chairman 

andor the Board. 

Article 12 

Evaluation and Correction of Abnormal 

Situation 

Finance Division should prepare a 

bi-weekly report in connection with the 

transactions entered into for hedging 

purpose for the review of the Chief 

Executive Officer or his designee 

appointed by written designation. 

The Board holds the Chief Executive 

Officer or his designee appointed by 

written designation accountable for the 

evaluation, monitoring, and control of 

risks arising from financial derivative 

transactions. The Board is itself 

responsible for evaluating Finance 

Division’s hedging performance and result 

on a regular basis to oversee how well 

they fit in the Company’s overall business 

and operating strategies and to review if 

the associated risks thereof have exceeded 

the Company’s risk tolerance. 

Designated by the Board, the Chief 

Executive Officer or his designee 

appointed by written designation should 

also be responsible for regularly reviewing 

the level of adequacy of the current risk 

control process and its degree of 

consistency with the principles and 

procedures set forth herein. Once having 

identified unusual performances and 

results, the Chief Executive Officer or his 

designee appointed by written designation 

needs to report to the Chairman or the 

Article 12 

Evaluation and Correction of Abnormal 

Situation 

Finance Division should prepare a 

bi-weekly report in connection with the 

transactions entered into for hedging 

purpose for the review of the Chief 

Executive OfficerChairman or his 

designee appointed by written designation. 

The Board holds the Chief Executive 

OfficerChairman or his designee 

appointed by written designation 

accountable for the evaluation, 

monitoring, and control of risks arising 

from financial derivative transactions. The 

Board is itself responsible for evaluating 

Finance Division’s hedging performance 

and result on a regular basis to oversee 

how well they fit in the Company’s overall 

business and operating strategies and to 

review if the associated risks thereof have 

exceeded the Company’s risk tolerance. 

Designated by the Board, the Chief 

Executive Officer Chairman or his 

designee appointed by written designation 

should also be responsible for regularly 

reviewing the level of adequacy of the 

current risk control process and its degree 

of consistency with the principles and 

procedures set forth herein. and report to 

the next coming meeting of the Board. 

Once having identified unusual 

performances and results, the Chief 

Executive OfficerChairman or his 
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BEFORE THE REVISION AFTER THE REVISION 

Board immediately and undertake any 

actions deemed necessary to correct the 

situation. 

designee appointed by written designation 

needs to report to the Chairman or the 

Board immediately and undertake any 

actions deemed necessary to correct the 

situation. 
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