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INDEPENDENT ACCOUNTANTS’ REVIEW REPORT

The Board of Directors and Shareholders
Taiwan Semiconductor Manufacturing Company Limited

We have reviewed the accompanying consolidatednbelaheets of Taiwan Semiconductor Manufacturing
Company Limited and subsidiaries as of Septembg@09 and 2008, and the related consolidatednséstes

of income and cash flows for the nine months theded. These consolidated financial statementshare
responsibility of the Company’s management. Ouspoasibility is to issue a report on these conatdid
financial statements based on our reviews.

We conducted our reviews in accordance with Stateme Auditing Standards No. 36, “Review of Finahci
Statements,” issued by the Auditing Standards Cdteeniof the Accounting Research and Development
Foundation of the Republic of China. A review detss principally of applying analytical procedurts
financial data and making inquiries of persons oesjble for financial and accounting matters. dt i
substantially less in scope than an audit conductedcordance with auditing standards generalégpied in

the Republic of China, the objective of which i® tBxpression of an opinion regarding the consdaitiat
financial statements taken as a whole. Accordingy/do not express such an opinion.

Based on our reviews, we are not aware of any mateodifications that should be made to the cadst¢d
financial statements referred to above for thembéoin conformity with the Guidelines Governing the
Preparation of Financial Reports by Securities dsswand accounting principles generally acceptethén
Republic of China.

As discussed in Note 3 to the consolidated findnsiatements, effective January 1, 2009, Taiwan
Semiconductor Manufacturing Company Limited andsslibries adopted the newly revised Statements of
Financial Accounting Standards No. 10, “Accountiag Inventories.” In addition, effective January2D08,
Taiwan Semiconductor Manufacturing Company Limitetd subsidiaries adopted Interpretation 2007-052,
“Accounting for Bonuses to Employees, Directors &upervisors,” issued by the Accounting Research an
Development Foundation of the Republic of China agldvant requirements promulgated by the Financial
Supervisory Commission of the Executive Yuan.

October 9, 2009
Notice to Readers

The accompanying consolidated financial statemantsintended only to present the consolidated firen
position, results of operations and cash flowsénadance with accounting principles and practigeserally
accepted in the Republic of China and not thosanyf other jurisdiction. The standards, proceduassl

practices to review such consolidated financialtestagents are those generally accepted and appliethen
Republic of China.

For the convenience of readers, the accountantdere report and the accompanying consolidated fieln
statements have been translated into English frben driginal Chinese version prepared and used ia th
Republic of China. If there is any conflict betwélee English version and the original Chinese mer®r any
difference in the interpretation of the two versipthe Chinese-language accountants’ review repod
consolidated financial statements shall prevail.



Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

CONSOLIDATED BALANCE SHEETS

SEPTEMBER 30, 2009 AND 2008

(In Thousands of New Taiwan Dollars, Except Par Vaie)
(Reviewed, Not Audited)

ASSETS

CURRENT ASSET.
Cash and cash equivalents (Not and ¢)
Financial assets at fair value through profit & (Notes ;, 5 an(24)
Available-for-sale financial assets (Notes 2, 6 anc
Held-to-maturity financial assets (Notes 2,7 and
Receivabls from related parties
Notes and accounts receive
Allowance for doubtful receivables (N« 2 and 8
Allowance for sales returns and others (s 2 and 8
Othelreceivables from related parti¢
Other financial assets (Note :
Inventories (Notes, 3and9)
Deferred income tax assets (Notes 2 &8)
Prepaid expenses and other current as

Total currentasset

LONG-TERM INVESTMENTS (Notes :6, 7, 10, 11 and i)
Investments accounted for using equity me
Available-for-sale financial asse
Held-to-maturity financial asse
Financial assets carried at ¢

Totallong-term investmen

PROPERTY, PLANT AND EQUIPMENT (Notes, 12 and 2)
Cos
Land and land improvemel
Buildings
Machinery and equipme
Office equipmer
Leased asse

Accumulated depreciatit
Advance payments and construction in prog

Net property,plant andequipmen
INTANGIBLE ASSET<
Gooduwill (Note 2
Deferred chargy, net (Notes and 1%)
Totalintangible asse
OTHER ASSET:
Deferred income tax assets (Notes 2 &8)
Refundable depos
Others(Notes 2 and 2f)

Total other asse

TOTAL

The accompanying notes are an integral part ofdneolidated financial statements.

(With Deloitte & Touche review report dated OctoBe2009)

200¢ 200¢
Amount Amount
$ 156,935,07 $ 112,445,551
370,66¢ 30,38t
14,638,99 40,630,32
8,374,38! 5,063,091
987 1,49¢
45,421,65 51,704,84
(535,38!) (695,47:)
(9,006,49) (5,677,50!)
183,94t 150,40¢
3,165,46! 1,738,55!
19,176,05 21,817,23
4,531,77. 3,198,00°
983,81. 1,942.26°
244.240,99 232,349,15
17,587,43 19,200,10
1,329,85. 4,645,72.
16,473,16 14,039,08
3,162,84' 3,988,971
38,553,30 41,873,89
938,504 934,92:
141,644,55 130,965,52
736,712,54 693,125,03
13,165,30 12208,58:
714,01 706,90(
893,174,92 837,940,96
(675,028,15) (597,523,58)
18,669,25 11,877,53
236,816,02 252,294,90
5,954,47 5,944,94
6,060.45: 7,169,82°
12.014,92 13,114,76
7,196,67 7,562,57.
2,789,171 2,712,44
286.,07¢ 91,40:
10,271.92 10,366.41
$ 541,897,11 0C $ 549,999,14

LIABILITIES AND SHAREHOLDERS' EQUI TY

CURRENT LIABILITIES

Financial liabilities at fair value through profit loss (Notes 2, 5nd 24

Accounts payab
Payable to related parties (No25)
Income tax payable (Notes 2 and

Bonuses payable to employees, directors and sspesviNotes 2, 3 and ¢

Payable to contractors and equipment suppl

Accrued expenses and other current liabilities ¢s 16 and 2)
Current portion obonds payable and lo-term bank loan(Notes 14, 15 and )

Total currentliabilities

LONG-TERM LIABILITIES
Bonds payab (Note 14)
Long-tern bant loans (Nots 15 and 2)
Other lon¢-term payables (Notes 16 and
Obligations under capital leases (Not

Totallong-termliabilities
OTHER LIABILITIES
Accrued pension cost (Notes 2 ¢17)
Guarantee deposits (Note
Deferred credi (Note 2’
Other:
Totalotherliabilities

Totalliabilities

EQUITY ATTRIBUTABLE TO SHAREHOLDER¢ OF THE PAREN"

Capital stock $10 par value (Nos 20 and 2)
Authorized  28,050,00(thousand shar
Issued 25,900,66 thousand shares in 2C

25,904,166 thousand shares in 2

Capital surplu (Notes 2 and 2!

Retained earnir (Note 20
Appropriated as legacapitalreservi
Appropriated as special capital rest
Unappropriated earnin

Others (Notes 2, 22 and :
Cumulative translation adjustmer
Unrealized gain/loss on financial instrume
Treasury stocl 278,875 thousand shar
Equity attributable to shareholders of the pe
MINORITY INTEREST (Note 2
Totalshar¢holders’equity

TOTAL

200¢ 200¢

Amount % Amount %
$ 97 - 319,60 -
9,593,84 2 8,407,37 2
1,039,48 - 1,263,51 -
5,749,02i 1 9,137,98 2
8,680,35: 2 13,457,49 2
15,66€,35€ 3 8,081,87 1
13,971,034 2 13,208,82 2
308,52! - 8,257,93 2
55,008,72% 10 62,134,60 11
4,500,001 1 4,500,000 1
1,418,46! - 1,547,24 -
8,342,341 2 9,467,55' 2
707,05( - 706.,90( -
14967,86! 3 16,221,69 3
3,776,75 1 3,702,14 1
1,157,13 - 1,624,23 -
225,57 - 432,13« -
134,39} - 61,06¢ -
5,293,861 1 5,819,57. 1
75,27C.447 14 84,175,87 15
259,006,62 48 259,041,66 47
55,439,91 10 50,463.43 9
77,317,71 14 67,324,39 12
- - 391,85 -
71,89€,9. 1 103,062,46 9
14921€,63: 27 170,778,71 31
(1,272,29) - (1,584,02!) -
494,42: - (124,03') -

- - (16,499,99) _ (3)

(777.87) - (18,208,05) _ (3)
462,885,29 85 462,075,75 84
3,741.37: 1 3,74751 1
466,626,67 86 465,823,26 85
$ 541,897,11 ( $ 549,999,14 10C



Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

CONSOLIDATED STATEMENTS OF INCOME

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009 AND 2®@8
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

(Reviewed, Not Audited)

GROSS SALES (Notes anc 25)

SALES RETURNS AND ALLOWANCES (Nos 2 and ¢)
NET SALES

COST OF SALES (Nos 3, 9, 19 and 2!

GROSS PROFI

OPERATING EXPENSES (Not¢19)
Research and developm
General and administrati
Marketing

Total operatingexpense
INCOME FROM OPERATION:

NON-OPERATING INCOMES AND GAINS

Interestincome (Note 2

Valuation gain on financial instruments, net (Nd
5 and 24)

Settlement income (Note 2

Technical service income (Not25 and28)

Equity in earnings of equity method investees
(Notes 2 and 10)

Gair onsettlement and dispo: of financialassts, ne
(Notes 2 and 24)

Foreign exchange gain, net (Not

Otheis (Note 2)

Total non-operatincincones and gair

NON-OPERATING EXPENSE AND LOSSES

Loss on impairment cfinancia asset (Notes 2, 6, 11
and 24)

Foreigr exchange Ics, ne (Note 2

Interesiexpens

Equity in losses of equity method investees, net¢hl 2
and 10)

Loss onsettlement and dispo: of financialassts, ne
(Notes 2 and 24)

Losson idle assis(Note 2

200¢ 200¢
Amount % Amount %
$ 213,468,24 $ 274,538,50
__9.820,44 __ 594324
203,647,79 10C 268,595,26  10C
119,015,88( 58 147,041,06 55
84635911 42 121,554,20 45
15,02€,333 7 16,654,55 6
8,01€,97¢ 4 8,811,57. 3
3,270,59 2 3,674,33! 1
26.31%,89¢ 13 29,140,46: 10
58.32C,01Z 29 92,413,73 35
2,156,08: 1 4,042,339 2
580,706 1 - -
494,071 - 456,19! -
273,22! - 1,091,36! 1
- 1,042,002 -
- 688,186 -
- - 235,54 -
379,49 - 557,73t -
3,883,123 2 8,113,42 3
804,409 1 1,048,063 1
605,14( - -
297,92 - 460,02- -
253,185 - - -
26,035 - - -
- - 210,47 -
(Continued)



Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

CONSOLIDATED STATEMENTS OF INCOME

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009 AND 2®@8
(In Thousands of New Taiwan Dollars, Except Earning Per Share)
(Reviewed, Not Audited)

200¢ 200¢

Amount % Amount %

Valuation loss on financial instruments, net (N&e$§
and 24) $ - - $ 139,202 -
Provision for litigation oss - - 99,12¢ -
Othess (Note 2 122,16E - 191,66! -
Total non-operatingexpense and losse 2,108,61 1 2,148,55 1
INCOME BEFORE INCOME TA 60,094,674 3C 98,378,60 37
INCOME TAX EXPENSE (Notes 2 and 8) 3,488.86. 2 10,496,98 4
NET INCOME $ 56,605,811 8 $§ 87,881,622 33

ATTRIBUTABLE TO:
Shareholders of the par $ 56,551,787 28 $ 87,487,39 33
Minority interes 54,02/ - 394,237 -
$ 56,605,811 8 § 87,881,62 3
200¢ 200¢
Income Attributable to Income Attributable to
Shareholders of the ParentShareholders of the Parent
Before After Before After

Income Tax IncomeTax IncomeTax Income Tax

EARNINGS PER SHARE (NT$, Noi23)

Basic earnings per shi 2.33 $ 218 $ 3.7¢ $ 3.3t
Diluted earnings per sh: $ 234 $ 218 $ 3.7 $ 3.3t

The accompanying notes are an integral part ofdinsolidated financial statements.

(With Deloitte & Touche review report dated OctoBef009) (Concluded)



Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009 AND 2®@8

(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

CASH FLOWS FROM OPERATING ACTIVITIE
Net incomi attributable to shareholders of the pa
Net income attriutable to minority intere
Adjustments to reconcilnetincome to net cash provided by operal
activities:
Depreciation and amortizati
Amortization of premiur/discoun of financial asse
Loss on impairment cfinancial asse
Loss (gain) on disposal of availa-for-sale financial assets, |
Gain on hel-to-maturity financial assets redeemed by the it
Gair on disposal of financial assets carried at cos
Equity in losses (earnings) of equity method in@est ne
Dividends received from equity method inves
Loss (gainjon disposal of property, plant and equiprrand othel
assets, net
Loss on idle asse
Deferred income te
Changes in operating assets and liabili
Decrease (increasin:
Financial assets and liabilities at fair value thylo profit or los
Receivables from related part
Notesand accountreceivabls
Allowance for doubtful receivaes
Allowance for sales returns and ott
Other receivables from related par
Other financial asse
Inventorie:
Prepaid expenses and other current ¢
Increase (decrease)
Accounts payab
Payables to related pari
Income tax payab
Bonuses payable to employees, directors and super
Accrued expenses and other current liabil
Accruec pension co:
Deferred credi

Net cash fovided by operating activiti

200¢ 200¢
$ 56,551,78 $ 87,487,39
54,02« 394,23:
60,537,33 60,551,367
6,61 (74,497)
804,40¢ 1,048,63
56,61¢ (647,7:2)
(16,091) -
(14,493) (40,46¢)
253,18! (1,042,00)
1,239,49 1,646,12.
6,351 (85,059)
- 210,47
(1,122,24°) 2,125,03
(400,02¢) 1,672,29.
(580) 9,38
(20,398,33) (4,500,72)
79,63: (6,33%)
2,935,47 1,588,47.
(84,02%) 93,21
(1,300,421) (223,03:)
(4,299,40) 2,045,02;
829,88 (596,33:)
4,369,66: (3,167,50.)
549,62! (239,86¢)
(3,582,79) (1,988,141)
805,61: 13,457,49
231,96( (745,78%)
75,17 36,62:
(201,35)) (758,10¢)
97,967,044 158,249,60
(Continued)



Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009 AND 2®@8
(In Thousands of New Taiwan Dollars)

(Reviewed, Not Audited)

200¢ 200¢

CASH FLOWS FROM INVESTING ACTIVITIE!
Acquisitions of

Property, plant and equipm: $ (45,070,371) $ (47,965,00)

Available-for-sale financial asse (20,37E,72€) (60,210,96)
Held-to-maturity financial asse (10,669,82) (8,527,191
Investments accounted for using equity me (32,200) (55,22(0)
Financial assets carried at ¢ (270,60¢) (389,72)
Proceeds from disposor redemptio of:
Available-for-sale financial asse 20,509,33 81009,12:
Held-to-maturity financial asset 7,081,701 9,773,001
Financial assets carried at ¢ 93,68 126,40(
Property, plant and equipmi and other asse 6,89: 171,19(
Proceeds frometurn of capital by invests - 2,345,86
Increase in deferred char: (534,71¢) (2,396,281)
Decreaseincrease in refundable depos (21,972) 65,32¢
Increase in other ass (82,98%) (1,130)
Net cah used in investing activiti (49,36€,78€) (26,054,61.)
CASH FLOWS FROM FINANCING ACTIVITIE
Proceeds from lor-term bank loar 287,86! 96,51(
Repayments c
Lonc-termbankloans (183,71() (288,50")
Bonds payab (8,000,001) -
Decreas in guarantee depos (327,36¢) (618,770
Proceeds frol exercise of employee stock opti 190,99! 222 55:
Cash dividenc (76.87€,312) (76,779,03)
Cash bonus paid to employ - (3,939,88))
Bonus to directol - (176,89()
Repurchase of treasury st - (33,480,99)
Decreasein minority interes (28£,328) (130,321)
Net castused it financing activitie (85,19:,851) _ (115,095,35)
NET INCREASE (DECREASE IN CASH AND CASH EQUIVALENTS (36,593,59) 17,099,65
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CAS
EQUIVALENTS (1,085,079) 359,365
CASH AND CASH EQUIVALENTS, BEGINNING OIPERIOD 194,613,75 94,986,48
CASH AND CASH EQUIVALENTS, END OFPERIOL $ 156,935,07 $ 112,44551
(Continued)



Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009 AND 2®@8
(In Thousands of New Taiwan Dollars)

(Reviewed, Not Audited)

200¢ 200¢

SUPPLEMENTALDISCLOSURE OF CASH FLOW INFORMATION

Interest pai $ 525,57 $ 604,59¢

Income tax pai $ 7,996,390 $§ 10400,20¢
INVESTING AND FINANCING ACTIVITIES AFFECTING BOTH

CASH AND NON-CASH ITEMS

Acquisition of property, plant and equipm $ 52,40898 $ 49,803,70

Increase in payables to contractors and equipnugmtier: (7,338,611) (1,825,14))

Increase in obligations under capital le: - (13,54¢)

Cash pai $ 45,070,37 $ 47,965,00

Acquisition of availabl-for-sale financial asse $ 2339961 $ 60,210,96

Increase in accrued expenses and other curreniitiied (3,023,88) -

Cash pai $ 20,375,72 $ 60,210,96

Repurchase of treasury st $ - $ 3042741

Decrease in accrued expenses and other currentitlesd - 3,053,58.

Cash pai $ - $§ 33,480,99
NON-CASH FINANCING ACTIVITIES

Bonus to employees transferred to ca stock $ 749498 ¢ -

Current portion of bonds payab $ - $ 8,000,00

Current portion olong-term bank loans $ 308,52! $ 257,93¢

Current portion of other loi-term payables (under accrued expense

other current liabilities) $ 1476,550% 1,901,323

The accompanying notes are an integral part ofdinsolidated financial statements.

(With Deloitte & Touche review report dated OctoBe2009) (Concluded)



Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009 AND 2®@8
(Amounts in Thousands of New Taiwan Dollars, UnlesSpecified Otherwise)
(Reviewed, Not Audited)

1. GENERAL

Taiwan Semiconductor Manufacturing Company, LichiteTSMC), a Republic of China (R.O.C.)
corporation, was incorporated on February 21, 198/SMC is a dedicated foundry in the semiconductor
industry which engaged mainly in the manufacturisglling, packaging, testing and computer-aided
designing of integrated circuits and other semicotor devices and the manufacturing of masks. On
September 5, 1994, its shares were listed on thwahaStock Exchange (TSE). On October 8, 1997,
TSMC listed some of its shares of stock on the Newk Stock Exchange (NYSE) in the form of American
Depositary Shares (ADSSs).

As of September 30, 2009 and 2008, TSMC and itssidiaries had 24,479 and 25,318 employees,
respectively.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements are predemteconformity with the Guidelines Governing the
Preparation of Financial Reports by Securitiesdss@and accounting principles generally acceptetthen
R.O.C.

For the convenience of readers, the accompanyngatidated financial statements have been traslat
into English from the original Chinese version @egad and used in the R.O.C. If there is any oanfli
between the English version and the original Clene=rsion or any difference in the interpretatibrihe
two versions, the Chinese-language consolidateshfial statements shall prevail.

Significant accounting policies are summarizeéodews:

Principles of Consolidation

The accompanying consolidated financial statemardkide the accounts of all directly and indirgctl
majority owned subsidiaries of TSMC, and the act®uof investees in which TSMC's ownership

percentage is less than 50% but over which TSMGaramtrolling interest.  All significant intercoupy
balances and transactions are eliminated upon tdason.



The consolidated entities were as follows:

Percentage of Ownershi

September 3|

Name of Investo Name of Investe 2009 200¢ Remark
TSMC TSMC North Americ 100% 100% -

TSMC JaparLimited (TSMC 100% 100% -
Japan)

TSMC Partners, Ltd. (TSM: 100% 100% -
Partners)

TSMC Korea Limitec (TSMC 100% 100% -
Korea)

Taiwan Semiconductc 100% 100% -
Manufacturing Company Europe
B.V. (TSMC Europe)

TSMC International Investme - 100% In June 2009, TSMC Internation: was
Ltd. (TSMC International) merged into TSMC Partners.

TSMC Globa Ltd. (TSMCGloba) 100% 100% -

TSMC Chine Company Limitec 100% 100% -
(TSMC China)

VentureTech Alliance Fundl, L.P. 98% 98% -
(VTAF 111)

VentureTech Alliance Fund I, L.F 98% 98% -
(VTAF 11)

Emerging Alliance Fund, L.F 99.5% 99.5% -
(Emerging Alliance)

Global Unichip Corporation (GUt 36% 36% TSMC has a controlling interest ov
the financial, operating and person
hiring decisions of GUC.

Xintec Inc (Xintec) 41% 42% TSMC obtained three out of fi
director positions and has a
controlling interest in Xintec.

TSMC Partnel TSMC Design Technolcy Canade 100% 100% -
Inc. (TSMC Canada)
TSMC Technology, Inc. (TSMt 10C% - Its previous shareholders, TSN\
Technology) International, was merged into
TSMC Partners in June 2009.
TSMC Development, Inc. (TSM 100% - Its previous shareholders, TSN
Development) International, was merged into
TSMC Partners in June 2009.
InveStar Semicoructor 97% - Its previous shareholders, TSN
Development Fund, Inc. (ISDF) International, was merged into
TSMC Partners in June 2009.
InveSta Semiconducto 97% - Its previous shareholders, TSN
Development Fund, Inc. (II) International, was merged into
LDC. (ISDF II) TSMC Partners in June 2009.
TSMC Developmer  WaferTech, LLC (WaferTec 99.%9% 99.9% -
VTAF 1l Mutual-Pak Technology Co., Lt 51% 51% -
(Mutual-Pak)
Growth Fund Limited (Growtl 100% 100% -
Fund)
VTAF lll, VTAF Il and VentureTech AlliancHoldings, 100% 100% -
Emerging Alliance LLC (VTA Holdings)
GUC Global Unichip Cororatior-NA 100% 100% -
(GUC-NA)
Global Unichip Japan Co., Lt 100% 100% -
(GUC-Japan)
Global Unichip Europe B.V 100% 100% -
(GUC-Europe)
Global Unichip (BVI) Corj. 100% - Newly establishe in February 200!

(GuUC- BVI)



The following diagram presents information regagdihe relationship and ownership percentages lestwe
TSMC and its consolidated investees as of SepteBihe2009:

TSMC

98% 36% 41%

100% 100% | 100% 100% 100% 100% | 100% 98% | 99.5%

TSMC Northf | TSMC Japar)|  TSMC | TSMC Koreg)|  TSMC TSMC TSMC VTAF III VTAF II Emerging GUC Xintec
America Partners Europe Global China Alliance
62% 31% 7%
[lo0% Fio0% 100% 97% 97% 51% 100% [100%  T100% | 200% ] 100%
TSMC TSMC Tsmc ISDF ISDF Il Mutua- Growtt VTA GUC-NA [|GucC-Japafi] GYC GUC-BVI
Canada || Technology| |Developmer]t Pak Fund Holdings Europe

99.99
WaferTech

TSMC North America is engaged in selling and mankeof integrated circuits and semiconductor desic
TSMC Japan, TSMC Korea and TSMC Europe are engagadly in marketing or customer service,
engineering and technical supporting activitiesSMIC Partners is engaged in investment in companies
involved in the design, manufacture, and othertedldusiness in the semiconductor industry. TSMC
Global and TSMC Development are engaged in invgs#ativities. TSMC China is engaged in the
manufacturing and selling of integrated circuitsrqmant to the orders from and product design
specifications provided by customers. Emergingaalte, VTAF Il, VTAF Ill, VTA Holdings, ISDF,
ISDF II, and Growth Fund are engaged in investmgew start-up technology companies. TSMC Canada
and TSMC Technology are engaged mainly in engingesupport activities. WaferTech is engaged in the
manufacturing, selling, testing and computer-aidesigning of integrated circuits and other semicaiat
devices. GUC is engaged in researching, develppiragufacturing, testing and marketing of integtate
circuits. GUC-NA, GUC-Japan, and GUC-Europe argaged in providing products consulting in North
America, Japan, and Europe, respectively. GUC-BVlengaged in investing activities. Xintec is
engaged in the provision of wafer packaging serviddutual-Pak is engaged in the manufacturing and
selling of electronic parts, and researching, dguialy and testing of RFID.

TSMC Partners and TSMC International were both%d@vned subsidiaries of TSMC. To simplify the
organization structure of investment, TSMC Partmeesged TSMC International in June 2009.

Chi Cherng and Hsin Ruey, both 100% owned sub#diaf TSMC, were engaged in investing activities.
To simplify the organization structure of investeFfSMC merged Chi Cherng and Hsin Ruey in thedthir
quarter of 2008.

TSMC together with its subsidiaries are hereimattéerred to collectively as the “Company.”

Minority interests in the aforementioned subsidsuare presented as a separate component of slukmnesh
equity.

Use of Estimates

The preparation of consolidated financial statasémconformity with the aforementioned guidelireaxd
principles requires management to make reasonabiergtions and estimates of matters that are intigre
uncertain. The actual results may differ from nggamaent’s estimates.

Classification of Current and Noncurrent Assets andLiabilities

Current assets are assets held for trading puwpaise assets expected to be converted to cashpsold
consumed within one year from the balance sheet. da€urrent liabilities are obligations incurred fo
trading purposes and obligations expected to hkedetithin one year from the balance sheet dafessets
and liabilities that are not classified as cur@et noncurrent assets and liabilities, respectively

-10 -



Cash Equivalents

Repurchase agreements collateralized by governbwrds and agency bonds acquired with maturities of
less than three months from the date of purchaselassified as cash equivalents. The carryinguamo
approximates fair value.

Financial Assets/Liabilities at Fair Value ThroughProfit or Loss

Derivatives that do not meet the criteria for heedgcounting and financial assets acquired pritigifer

the purpose of selling them in the near term aitially recognized at fair value, with transactionsts
expensed as incurred. The derivatives and finaassets are remeasured at fair value subsequeitily
changes in fair value recognized in earnings. @Quia way purchase or sale of financial assets is
accounted for using settlement date accounting.

Fair value is determined as follows: Publiclyded stocks - closing prices at the end of the perio
derivatives - using valuation techniques incorgotpestimates and assumptions that are consistiémt w
prevailing market conditions. When the fair valsgositive, the derivative is recognized as arfoial
asset; when the fair value is negative, the deveas recognized as a financial liability.

Available-for-sale Financial Assets

Investments designated as available-for-sale fimhrassets include debt securities and equity ritexsu
Available-for-sale financial assets are initialgcognized at fair value plus transaction costsahadirectly
attributable to the acquisition. Changes in fafue from subsequent remeasurement are reported as
separate component of shareholders’ equity. Theegponding accumulated gains or losses are
recognized in earnings when the financial asseleirgecognized from the balance sheet. A regular way
purchase or sale of financial assets is accouoteagsing settlement date accounting.

Fair value is determined as follows: Structurgdet deposits - using valuation techniques; open-end
mutual funds and money market funds - net asseesgaht the end of the period; publicly traded stock
closing prices at the end of the period; and otledt securities - average of bid and asked pricdseeaend

of the period.

Cash dividends are recognized as investment inagroa resolution of shareholders of an investeealrit
accounted for as a reduction to the original cogtwestment if such dividends are declared oneidimings

of the investee attributable to the period priorthe purchase of the investment. Stock dividernds a
recorded as an increase in the number of shardsanel do not affect investment income. The cost pe
share is recalculated based on the new total nuoilstrares.

Any difference between the initial carrying amowfta debt security and the amount due at matisity
amortized using the effective interest method, wWithamortization recognized in earnings.

If there is objective evidence which indicated théinancial asset is impaired, a loss is recagphiz If, in a
subsequent period, the amount of the impairmerd becreases, for equity securities, the previously
recognized impairment loss is reversed to the &xtérihe decrease and recorded as an adjustment to
shareholders’ equity; for debt securities, the amad the decrease is recognized in earnings, geavthat

the decrease is clearly attributable to an eveithwbccurred after the impairment loss was recaghiz
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Held-to-maturity Financial Assets

Debt securities for which the Company has a pasiintention and ability to hold to maturity are
categorized as held-to-maturity financial assetsae carried at amortized cost under the effedtiterest
method except for structured time deposits whiehcarried at acquisition cost. Those financiabtsare
initially recognized at fair value plus transactionsts that are directly attributable to the adtjais
Gains or losses are recognized at the time of dgreton, impairment or amortization. A regularywa
purchase or sale of financial assets is accouoteagsing settlement date accounting.

If there is objective evidence which indicated théinancial asset is impaired, a loss is recagghiz If, in a
subsequent period, the amount of the impairmestdesreases and the decrease is clearly attributabin
event which occurred after the impairment loss m&sgnized, the previously recognized impairmess lo
is reversed to the extent of the decrease. Thergalvmay not result in a carrying amount that essehe
amortized cost that would have been determinetirasimpairment loss had been recognized.

Allowance for Doubtful Receivables

An allowance for doubtful receivables is providegised on a review of the collectibility of notesdan
accounts receivable. The Company determines tloa@tmof the allowance for doubtful receivables by
examining the aging analysis of outstanding notesaccounts receivable and current trends in teditcr
quality of its customers as well as its internaidit policies.

Revenue Recognition and Allowance for Sales Returrad Others

The Company recognizes revenue when evidence afrangement exists, the rewards of ownership and
significant risk of the goods has been transfet@®dhe buyer; price is fixed or determinable, and
collectibility is reasonably assured. Provisions éstimated sales returns and others are recandixz
period the related revenue is recognized, basdusborical experience, management’s judgment, ayd a
known factors that would significantly affect tHioaance.

Sales prices are determined using fair value tpkito account related sales discounts agreed tthéy
Company and its customers. Sales agreements lygicavide that payment is due 30 days from ineoic
date for a majority of the customers and 30 to dsdafter the end of the month in which sales oémur
some customers. Since the receivables from sedesodectible within one year and such transactiare
frequent, fair value of the receivables is equintite the nominal amount of the cash to be received

Inventories

Inventories are recorded at standard cost andtadjuo approximate weighted-average cost on tlemba
sheet date.

Prior to January 1, 2009, inventories were stateatle lower of cost or market value. Any writeathowas
made on a total-inventory basis. Market value espnted replacement cost for raw materials, sugpplie
and spare parts and net realizable value for woptacess and finished goods.

As stated in Note 3, effective January 1, 2009eiories are stated at the lower of cost or nalizable
value. Inventory write-downs are made on an itgnitdm basis, except where it may be appropriate to
group similar or related items. Net realizableueals the estimated selling price of inventoriesslall
estimated costs of completion and necessary salbats.
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Investments Accounted for Using Equity Method

Investments in companies wherein the Company msercsignificant influence over the operating and
financial policy decisions are accounted for usihg equity method. The Company’s share of the net
income or net loss of an investee is recognizatien‘equity in earnings/losses of equity methodestees,
net” account. The cost of an investment shallisdyaed and the cost of investment in excess ofaine
value of identifiable net assets acquired, reprasgigoodwill, shall not be amortized. If the famlue of
identifiable net assets acquired exceeds the ¢asvestment, the excess shall be proportionatibbeated

as reductions to fair values of non-current asg¢exgept for financial assets other than investments
accounted for using the equity method and defdneaime tax assets). When an indication of impaitme
is identified, the carrying amount of the investmisireduced, with the related impairment loss gedzed

in earnings.

When the Company subscribes for additional inestshares at a percentage different from its iegist
ownership percentage, the resulting carrying amadinthe investment in the investee differs from the
amount of the Company’s share of the investee’stgquThe Company records such a difference as an
adjustment to long-term investments with the cqroesling amount charged or credited to capital sstpl

Gains or losses on sales from the Company toyemethod investees or from equity method investees
the Company are deferred in proportion to the Camypigaownership percentages in the investees wmnth s
gains or losses are realized through transactiathstiird parties.

If an investee’s functional currency is a foremnrency, differences will result from the trangatof the
investee’s financial statements into the reportogency of the Company. Such differences aregguar
or credited to cumulative translation adjustmeatseparate component of shareholders’ equity.

Financial Assets Carried at Cost

Investments for which the Company does not exersignificant influence and that do not have a edot
market price in an active market and whose faiuealannot be reliably measured, such as non-publicl
traded stocks and mutual funds, are carried at drgginal cost. The costs of non-publicly tradsgdcks
and mutual funds are determined using the weigatedage method. If there is objective evidenceckvhi
indicates that a financial asset is impaired, a Isgecognized. A subsequent reversal of suchimment
loss is not allowed.

The accounting treatment for cash dividends anckddividends arising from financial assets caraedost
is the same as that for cash and stock dividensis@ifrom available-for-sale financial assets.

Property, Plant and Equipment, Assets Leased to O#rs and Idle Assets

Property, plant and equipment and assets leasethéos are stated at cost less accumulated depoeci
Properties covered by agreements qualifying astalajgases are carried at the lower of the leased
equipment’s market value or the present value efimimum lease payments at the inception datbeof t
lease, with the corresponding amount recorded bgations under capital leases. When an indicatibn
impairment is identified, any excess of the camgyamount of an asset over its recoverable amount is
recognized as a loss. If the recoverable amoume#ses in a subsequent period, the amount préyious
recognized as impairment would be reversed andynézed as a gain. However, the adjusted amount may
not exceed the carrying amount that would have loe¢ermined, net of depreciation, as if no impairtme
loss had been recognized. Significant additiomsewals and betterments incurred during the caort&iru
period are capitalized. Maintenance and repag®apensed as incurred.

Depreciation is computed using the straight-lirethnd over the following estimated service livetand

improvements - 20 years; buildings - 10 to 20 yearachinery and equipment - 3 to 10 years; office
equipment - 3 to 15 years; and leased assetse&@8.y
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Upon sale or disposal of property, plant and egeipt and assets leased to others, the relatecandst
accumulated depreciation are deducted from theegponding accounts, with any gain or loss recoeted
non-operating gains or losses in the period of gatiisposal.

When property, plant and equipment are determiaduk idle or useless, they are transferred toddheets
at the lower of the net realizable value or cagyamount. Depreciation on the idle assets is deali
continuously, and the idle assets are tested fpaiment on a periodical basis.

Intangible Assets

Goodwill represents the excess of the considergiad for acquisition over the fair value of idéable

net assets acquired. Goodwill is no longer amedtiand instead is tested for impairment annualliyan
event occurs or circumstances change which indibattethe fair value of goodwill is more likely thaot
below its carrying amount, an impairment loss ogmized. A subsequent reversal of such impairment
loss is not allowed.

Deferred charges consist of technology licenss, feeftware and system design costs and other eharg
The amounts are amortized over the following peviodTechnology license fees - the shorter of the
estimated life of the technology or the term of tbehnology transfer contract; software and sysiesign
costs and other charges - 2 to 5 years. Whendication of impairment is identified, any excesslod
carrying amount of an asset over its recoverableustis recognized as a loss. If the recoveratvleust
increases in a subsequent period, the previousigpgrézed impairment loss would be reversed and
recognized as a gain. However, the adjusted anmoaytnot exceed the carrying amount that would have
been determined, net of amortization, as if no inmpant loss had been recognized.

Expenditures related to research activities andelrelated to development activities that do nettnthe
criteria for capitalization are charged to expernglksn incurred.

Pension Costs

For employees who participate in defined contidupension plans, pension costs are recorded lmased
the actual contributions made to employees’ indigldpension accounts during their service periodior
employees who participate in defined benefit pangilans, pension costs are recorded based on iattuar
calculations.

Income Tax

The Company applies an inter-period allocationif®income tax whereby deferred income tax asmeds
liabilities are recognized for the tax effects efmporary differences, net operating loss carryfotaand
unused tax credits. Valuation allowances are piexvito the extent, if any, that it is more likeyaih not
that deferred income tax assets will not be redlizeA deferred tax asset or liability is classifiesl current
or noncurrent in accordance with the classificatibiits related asset or liability. However, idaferred
tax asset or liability does not relate to an assdiability in the financial statements, thenstdlassified as
either current or noncurrent based on the expdetegth of time before it is realized or settled.

Any tax credits arising from purchases of machineguipment and technology, research and developme
expenditures, personnel training expenditures, iamelstments in important technology-based entezpris
are recognized using the flow-through method.

Adjustments of prior years’ tax liabilities aredad to or deducted from the current period’s tawvision.
Income tax on unappropriated earnings (excludargiags from foreign consolidated subsidiaries) ette

of 10% is expensed in the year of shareholder apprmehich is the year subsequent to the year theiregs
are generated.
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Stock-based Compensation

Employee stock options that were granted or medlifin the period from January 1, 2004 to December 3
2007 are accounted for by the interpretations thshig the Accounting Research and Development
Foundation of the Republic of China. The Companppéed the intrinsic value method and any
compensation cost determined using this methoecisgnized in earnings over the employee vestingg.er
Employee stock option plans that were granted odifieal after December 31, 2007 are accounted for
using fair value method in accordance with Statémen Financial Accounting Standards No. 39,
“Accounting for Share-based Payment.” The Compdity not grant or modify any employee stock
options since January 1, 2008.

Bonuses to Employees, Directors and Supervisors

Effective January 1, 2008, the Company adoptedrpnétation 2007-052, “Accounting for Bonuses to
Employees, Directors and Supervisors,” which reggplicompanies to record bonuses paid to employees,
directors and supervisors as an expense ratheathan appropriation of earnings.

Treasury Stock

Treasury stock is stated at cost and shown asdactlen in shareholders’ equity. When TSMC retires
treasury stock, the treasury stock account is dland the common stock as well as the capitalusirp
additional paid-in capital are reversed on a pta t&msis. When the book value of the treasurykstoc
exceeds the sum of the par value and additiondtipaiapital, the difference is charged to capstaiplus -
treasury stock transactions and to retained easriorgany remaining amount.

TSMC'’s stock held by its subsidiaries is treatexdteeasury stock and reclassified from investments
accounted for using equity method to treasury stodkie gains resulted from disposal of the treastogk
held by subsidiaries and cash dividends receivedubgidiaries from TSMC are recorded under capital
surplus - treasury stock transactions.

Foreign-currency Transactions

Foreign-currency transactions other than derieationtracts are recorded in New Taiwan dollarshat t
rates of exchange in effect when the transactioomuro Exchange gains or losses derived from
foreign-currency transactions or monetary assets |@bilities denominated in foreign currencies are
recognized in earnings.

At the balance sheet date, monetary assets abilities denominated in foreign currencies are heed at
prevailing exchange rates with the resulting gainwsses recognized in earnings.

Translation of Foreign-currency Financial Statemens
The financial statements of foreign subsidiaries teanslated into New Taiwan dollars at the follogv
exchange rates: Assets and liabilities - spotsrateperiod-end; shareholders’ equity - historiedes;

income and expenses - average rates during thedperiThe resulting translation adjustments arerckab
as a separate component of shareholders’ equity.
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3. ACCOUNTING CHANGES

Effective January 1, 2009, the Company adopted ninly revised SFAS No. 10, “Accounting for
Inventories.” The main revisions are (1) invergerare stated at the lower of cost or net reakzeablue,

and inventories are written down to net realizaldkie item-by-item except when the grouping of Emi

or related items is appropriate; (2) unallocatedrbgads are recognized as expenses in the perigtich

they are incurred; and (3) abnormal cost, write4a®wf inventories and any reversal of write-dowres a
recorded as cost of sales for the period. Suchaage in accounting principle did not have sigaific
effect on the Company’s consolidated financialestants as of and for the nine months ended Septembe
30, 20009.

Effective January 1, 2008, the Company adoptedrpnetation 2007-052, “Accounting for Bonuses to
Employees, Directors and Supervisors,” issued imcM&007 by the ARDF, which requires companies to
record bonuses paid to employees, directors anehasprs as an expense rather than as an appropradt
earnings. The adoption of this interpretation lesuin a decrease in net income and earnings lpees
(after income tax and retroactively adjusted fa igsuance of stock dividend) of NT$11,199,865 skaowd
and NT$0.43, respectively, for the nine months drisieptember 30, 2008.

Effective January 1, 2008, the Company adoptete@tnt of Financial Accounting Standards (SFAS) No.
39, “Accounting for Share-based Payment,” whichuiezs companies to record share-based payment
transactions in the financial statements at falue/a Such a change in accounting principle did heote

any effect on the Company’s consolidated finanst@tements as of and for the nine months ended
September 30, 2008.

4. CASH AND CASH EQUIVALENTS

September 3

200¢ 200¢
Cash and deposin banl $144,018,27 $105,455,12
Repurchase agreements collateralized by governiooeruk 10,582,91 6,990,38:
Agencybonds 2,333,88! -

$156,935,07 $112,445,51

5. FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

September 3l

200¢ 200¢
Trading financial asse
Publicly traded stocl $ - $ 1715z
Forward exchange contra 3,20¢ 13,23:
Cross currency swap contre 367,46: -

$ 370,66¢ $ 30,38¢

Trading financial liabilitie

Forward exchange contra $ 97 $ 141,02:
Cross currency swap contre - 178,58(
$ 97 $ 319,60«

-16 -



The Company entered into derivative contractsngdutiie nine months ended September 30, 2009 arg@l 200
to manage exposures due to fluctuations of forekghange rates. The derivative contracts enterted i
by the Company did not meet the criteria for hedgeounting. Therefore, the Company did not apply
hedge accounting treatment for its derivative cmts.

Outstanding forward contracts consisted of thio¥ahg:

Contract Amount

Maturity Date (in Thousands
September 30, 219
SellUS$buy RMB October 209 US$3,95(/RMB26,97+
Sell US$/buyNT$ Octobe 20(9 to Novembel 20(9 US$9,.00/NT$295,97:
September 30, 20
SellEURbuy NT$ October 200 EUR15,000/NT$691,4¢€
Sell EUR/buy US¢ October200¢ EUR7,000/US$10,1"
SellUS$buy NT$ Octobe 2008 to December 20 US$576,000/NT$18,401,7.
Sell US$/buy JP October200¢ US$109/JPY12,0(
Sell RMB/buy USY Octobe 2008 to December 20 RMB99,059/US$14,5(

Outstanding cross currency swap contracts codsigtthe following:

Rangeof Range of
Contract Amount Interest Rates  Interest Rates
Maturity Date (in Thousands) Paid Received

September 30, 29

October20(9 to Decembe 20(9 US$95(,000/NT$30,935,53 0.3(%-1.00% 0.00%-0.61%

September 30, 20

October 208 to Novembe 20(8 US$536,000/NT$17,080,4 2.48%-14.00% 0.00%-2.40%
For the nine months ended September 30, 2009 @D8, Zaluation on financial instruments arisingniro

derivative financial instruments was a net gainNdf$580,706 thousand and a net loss of NT$139,202
thousand, respectively.
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6. AVAILABLE-FOR-SALE FINANCIAL ASSETS

September 3l

200¢ 200¢

Money market func $ 7,276,49 $ 758,25
Government bont 4,595,339 3,631,51¢
Corporatbond: 2,870,81 8,860,922
Publicly trade stock: 641,28t 372,88
Corporate issued not 304,97 -
Oper-end mutual func 150,01¢ 14,146,29
Agency bond 129,85( 8,995,52.
Structured time depos - 4,645,72.
Corporate issued as-backed securiti¢ - 3,864,931

15,968,84 45,276,05(
Current portio (14,638,99) _ (40,630,32)

$ 132985 $ 4,64572

For the nine months ended September 30, 2009 #&98, 2he loss on impairment of the above
available-for-sale financial assets was NT$202tA@dsand and NT$902,411 thousand, respectively.

Structured time deposits categorized as availflteale financial assets consisted of the follawin

Principal Carrying
Amount Amount Interest Rate  Maturity Date
September 30, 20
Callable deposi
Domestic deposit $ 4,000,000 $ 4,003,97 2.719%-2.80% September 20:
Foreign deposi 642,60( 641,75« 4.20% August 201

$ 464260 $ 4,645,72

The principal of the above callable deposits tlesided in banks located in Hong Kong amounted to
US$20,000 thousand.

The interest rate of the callable deposits isdarmined by the Company and the banks.

7. HELD-TO-MATURITY FINANCIAL ASSETS

September 3l

200¢ 200¢
Corporate bonc $ 15,460,38 $ 12,758,84
Structured time depos 6,000,00it 4,142 ,60!
Government bont 3,387,171 2,200,741
24,847,55 19,102,18
Current portio (8,374,38) (5,063,09)

$ 16,473,16 $ 14,039,08
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Structured time deposits categorized as held-tosntya financial assets consisted of the following:

Principal Interest Range of
Amount Receivable Interest Rates Maturity Date
September &, 2009
Callable deposi
Domesticdeposit $ 6,000,000 $ 3,40¢ 0.67%-0.95% Marclk 2011 to Augus 2011
September &, 20(8
Callable deposi
Domesticdeposit $ 3,500,000 $ 12,28 1.8%%-2.90% October 2008 to September 2
Foreign deposi 642,60( 1,95¢ 4.21% September 20:

$ 412600 $ 14,24:
As of September 30, 2008, the principal of theodép that resided in banks located in Hong Kong
amounted to US$20,000 thousand.
. ALLOWANCES FOR DOUBTFUL RECEIVABLES, SALES RETU RNS AND OTHERS
Movements of the allowance for doubtful receivablere as follows:

Nine Months Endec
September 3

200¢ 200¢
Balance, beginning of peri $ 45575, $ 701,80
Provisior 323,53t 5,13¢
Write-off (243,90¢) (11,46¢)
Balance, end cperioc $ 535,38. § 695,47-

Movements of the allowance for sales returns d@hdre were as follows:

Nine Months Endec
September 3l

200¢ 200¢
Balance, beginning of peri $ 6,071,020 $ 4,089,03
Provisior 9,820,44¢ 5,943,244
Write-off (6,884,97') (4,354,77)
Balance, end of peri $ 9,00649 $ 5,677,50

. INVENTORIES
September 3

200¢ 200¢
Finished gooc $ 2,419,46 $ 4,426,20
Work in proces 14,576,63 15,120,38
Raw material 1,036,65. 1,111,71
Supplies and spare pe 1,143,29 1,158,99

$ 19,176,05 $ 21,817,23
-19 -



Reversal of inventories among the original writevd amount to net realizable value in the amount of

NT$225,966 thousand and write-down of inventor@esdt realizable value in the amount of NT$667,630

thousand were included in the cost of sales forrime months ended September 30, 2009 and 2008,
respectively.

. INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD

September 3I

200¢ 200¢
% of % of
Carrying Owner-  Carrying Owner-
Amount ship Amount ship
Commonstock
Vanguard International Semiconductor Corpor:
(VIS) $ 9,410,696 37 $ 10,151,846 37
Systems on Silicon Manufacturing Company
Ltd. (SSMC) 5,899,305 39 6,761,630 39
VisEra Holding Company (VisEra Holdir 2,195,97 49 2,247,89 49
Aiconn Technology Corporation (Aicor 23,50° 41 38,73: 48
Mcube Inc. (Mcube 25,76( 74 - -
Preferrecstock
Mcube 32,20( 1C - -
$ 17,587,43 $ 19,200,10

In September 2009, the Company acquired commark stnd preferred stock in Mcube for NT$57,960
thousand. The Company took both ownership of stakd controlling power into consideration and
concluded that the Company did not have controlimgrest over Mcube as of September 30, 2009.
Therefore, the Company used equity method to eialdhis investment and related equity in
earnings/losses.

For the nine months ended September 30, 2009 @08, 2quity in earnings/losses of equity method

investees was a net loss of NT$253,185 thousandharet gain of NT$1,042,002 thousand, respectively.

Related equity in earnings/losses of equity methoastees were determined based on the reviewed
financial statements, except for Aiconn and Mcutretlie nine months ended September 30, 2009. The
Company believes that, had Aiconn and Mcube’s firanstatements been reviewed, any adjustments
arising would have had no material effect on thenany’s financial statements.

As of September 30, 2009 and 2008, fair valugsubficly traded stocks in investments accountediing
equity method (VIS) was NT$8,795,129 thousand an@M\318,803 thousand, respectively.

Movements of the difference between the cost eéstment and the Company’s share in investees’ net
assets allocated to depreciable assets were aw$oll

Nine Months Endec
September 3

200¢ 200¢
Balance, beginning cperioc $ 1,990,62 $ 2,589,74
Amortization (449,34:) (449,34:)
Balance, end cperioc $ 154128 $ 2,140,40
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As of September 30, 2009 and 2008, the endinghbefaof the aforementioned difference allocated to
goodwill were both NT$1,061,885 thousand.

. FINANCIAL ASSETS CARRIED AT COST

September 3

200¢ 200¢
Nor-publicly traded stoc} $ 299987 $ 3,605,622
Mutual Fund: 162,97 383,35(
$ 3,162,84 $ 3,988,97

In August 2009, the common stock of Leadtrend fietbgy Corporation (“Leadtrend”) was listed on the
Taiwan Stock Exchange. Thus, the Company reciadsifs investment on Leadtrend from financial
assets carried at cost to available-for-sale firzm@ssets-noncurrent.

For the nine months ended September 30, 2009 @@8, Zhe loss on impairment of the above financial

12.

assets carried at cost was NT$601,612 thousanta$#l45,652 thousand, respectively.

PROPERTY, PLANT AND EQUIPMENT

Nine Months Ended September 30, 20!

Balance, Effect of
Beginning of Exchange Rate Balance,
Period Additions Disposals Reclassification ~ Changes End of Period
Cos
Land and land iprovement $ 953,85’ - - $ 1,83C $ (17,17¢) $ 938,50¢
Buildings 132,249,99 9,768,37: (9,822) 6€ (364,0%5) 141,644,55
Machinery and equipme 697,498,74 41,591,07 (1,176,781) 25,35¢ (1,225,85)  736,712,54
Office equipmer 12,430,80 967,58: (189,60¢) (5,207) (38,27:) 13,165,30
Leased ass 722,33¢ - - 7,194 (15,527) 714,01;
843,855,73 § 5232703 $ (1,376,21) $ 29247 $§ (1,660,811) 893,174,92
Accumulated depreciatit
Land and land improvemel 295,89¢ $ 22,708 $ - $ - 8 (6,67¢€) 311,927
Buildings 72,681,69 6,962,10: (9,827) 6€ (176,627) 79,457,41
Machinery and equipent 535,962,29 51,017742 (1,165,48!) 2,56t (1,143,19()  584,673,92
Office equipmer 9,693,80' 911,47¢ (187,66:) (7,260) (37,561) 10,372,80.
Leased ass 182,57( 27,28t - 7,19¢ (4,962) 212,08t
618,816,26 $ 58,4131: $ (1,362,97) $ 2,565 $  (1,3€9,01¢) 675,028,15
Advance payments and construction in prog 18,605,88 §$ 819% $ $ (22,34:) $ 3,756 18,669,25
$ 243,645,35 $ 236816,02
Nine Months Ended September 3C20(8
Balance, Effect of
Beginning of Additions Exchange Rate Balance,
Period (Deductions) Disposals Reclassification ~ Changes End of Period
Cos
Land and land improvemel $ 942,19° $ - $ - $ 80¢ $ (8,084) $ 934,92:
Buildings 118,640,02 11,837,49 (8,52¢) (1,15() 497,67: 130,965,52
Machinery and equipme 646,419,42 46,431,98 (1,078,21.) 117,94: 1,233,89 693125,03'
Office equipmer 11,829,64 795917 (2€7,00¢) (168,692) 18,72¢ 12,208,58
Leased ass 652,29¢ 13,54¢ - - 41,05¢ 706,90(
778,48358 §$ 59,078952 $ (1,353,747) $ (51,092) $ 1,783,261 837,940,96
Accumulated depreciatit
Land and land improvemel 262,700 $ 21,14C $ - $ - 8 (1,81f) 282,02¢
Buildings 63,239,92 6,711,54. (8,52¢) 394 179,(83 70,122,41
Machinery and equipme 467,6¢5,072 50,820,52 (945,857) (35,05¢) 74,61¢ 517,579,31
Office equipmer 8,796,75: 913,962 (266,61C) (84,662) 10,521 9,369,96.
Leased ass 135,11¢ 24,90t - - 9,841 169,86¢
540,099.56 $ 58,4€2,08C $ (1,22098t) $ (11€323) $ 272,24¢€ 597,523,58
Advance payments and construction in prog 21,868,16 $ (9.27524¢) $ - $ (8333€) $ (632,05C) 11,877,53
$ 260,252,18 $ 252,294,90
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13.

14.

15.

The Company entered into agreements to leaseirmmysldhat qualify as capital leases. The termhef t

leases is from December 2003 to December 2013. fdthee minimum lease payments as of September

30, 2009 is NT$786,593 thousand.

DEFERRED CHARGES, NET
Nine Months Ended September 30, 20(
Balance, Effect of
Beginning of Reclassifi- Exchange Balance, End
Period Additions  Amortization  Disposals cation Rate Changes of Period
Technology license f¢ $ 412521 $ - $ (687,53() $ - 8 - $ 4,24:  $ 3,441,91
Software and system design ci 1,801,83 523,36! (684,45¢) - (4,340) (10) 1,636,38!
Patent andthers 1,198,78! 11,35 (219,72¢) - (6,03¢%) (2,227) 982,14¢
$ 712582 $ 534,71¢ $(1,591,72:) $ - $  (1037%) $ 2,007 $ 6.060.45
Nine Months Ended September 30, 20(
Balance, Effect of
Beginning of Reclassifi- Exchange Balance, End
Period Additions  Amortization  Disposals cation Rate Changes of Period
Technology license f¢ $ 5819,14 $ 8,75¢ $ (1,266,26!) $ - 8 - $ (5,397) $ 4,556,24:
Software and system design ci 1,449,60: 805,16¢ (598,0¢2) (24.279) 59 75€ 1,643,22!
Patent andther 654,85( 462,82¢ (153,49:) - 6,172 970,35¢
$ 792360 $ 1,276,75 $(2,01781) $ (1429) $ 59 § 1,653t $ 7,169,82

BONDS PAYABLE
Sepiember 3(
200¢ 200¢
Domestic unsecured bon
Issued in January 2002 and repayable in Janualy 200 2012 i

two installments, 2.75% and 3.00% interest plyannually,

respectively $ 4,500,000 $ 12,500,000
Current jortion - (8,000,001)

$ 4,500,000 $ 4,500,00

LONG-TERM BANK LOANS

September 3l
200¢ 200¢

Secured loas:
Repayable fronAugus 2009 in 17 quarterly installments, annt
interest at 0.68%-2.70% in 2009 and 2.94%-3.6Y2008 $ 950,971 % 726,510
US$20,000 thousar repayable in full in one lump sum paymer
November 2010, annual interest at 0.70%-0.972009 and

3.62% in 2008 644,248 643,102
Repayable from December 2(in 8 sem-annual installments, annu

interest at 1.11%-2.42% in 2009 and 2.95%-3.282008 131,775 311,500
Repayable from March 2007 in 12 quarterly instafitseannual

interest at 3.06%-3.21% - 48,090
Repayable from May007 in 16 quarterly installments, annt

interest at 2.85%-3.00% - 42,031

(Continued)
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16.

September 3l

200¢ 200¢
Repayable from April 2005 in 16 quarterly installmsg annual
interest at 2.85%-3.00% $ - $ 17,990
Repayable from February 2005 in 17 quarterly ishts, annua
interest at 3.06%-3.15% - 15,950
1,726,99. 1,805,17:
Curren portior (308,52 (257,93)

$ 141846 $ 1,547.24
(Concluded)

Pursuant to the loan agreements, financial ratsulated based on annual audited financial setésrof
TSMC China have to meet certain financial covenant&ccording to the terms of Xintec's loan
agreements, semi-annual and annual financial semitsmof Xintec must comply with predetermined
financial covenants. Xintec was not in compliandt part of the aforementioned financial covendaots
six months ended June 30, 2009, but it had obtairsder of related obligations resulting from vitbdan of
the covenants from the related financial institotds of September 30, 2009.

As of September 30, 2009, future principal repaytsiéor the long-term bank loans were as follows:

Year of Repayment Amount
2009 (4" quarter $ 93,75¢
2C10 952,77
2011 275,62t
201z 242,72t
2013 162,11.
$ 1,726,99

OTHER LONG-TERM PAYABLES

September 3l

200¢ 200¢
Payables for acquisition of property, plant andigaeent (Not«28¢) $ 8,398,120 $ 8,296,34:
Payables for royaltit 1,420,77 2,972,53

9,818,89 11,368,88
Current portionclassifiedunder accrued expenses and other cL
liabilities) (1,476,550 (1,901,323

$ 834234 $ 9,467,555

The payables for royalties were primarily attrédele to several license arrangements that the Qoympa
entered into for certain semiconductor-relatedtate
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17.

As of September 30, 2009, future payments forrdtreg-term payables were as follows:

Year of Payment Amount
2009 (4" quarter $ 444,71
2C1C 1,217,28!
2011 1,104,32
2012 672,77.
2013 672,77.
2014 and thereaft: 5,707,03
$ 9,818,89

PENSION PLANS

The pension mechanism under the Labor PensionsAd#emed a defined contribution plan. Pursuant to
the Act, TSMC, GUC, Xintec and Mutual-Pak have madenthly contributions equal to 6% of each
employee’s monthly salary to employees’ pensioroasts. Furthermore, TSMC North America, TSMC
China, TSMC Europe and TSMC Canada are requirddda regulations to make monthly contributions at
certain percentage of the basic salary of theirleyeges. Pursuant to the aforementioned Act andl loc
regulations, the Company recognized pension cdst§ $549,457 thousand and NT$589,229 thousand for
the nine months ended September 30, 2009 and &&&:ctively.

TSMC, GUC and Xintec have defined benefit plandaurthe Labor Standards Law that provide benefits
based on an employee’s length of service and agemagnthly salary for the six-month period prior to
retirement. The aforementioned companies congibatamount equal to 2% of salaries paid each month
to their respective pension funds (the Funds), Wwhice administered by the Labor Pension Fund
Supervisory Committee (the Committee) and deposditethe name of the committees in the Bank of
Taiwan. The Company recognized pension costs &247,193 thousand and NT$202,308 thousand for
the nine months ended September 30, 2009 and B&j&ctively.

Movements of the Funds and accrued pension calgruhe defined benefit plans were summarized as
follows:

Nine Months Endec
September 3l

200¢ 200¢

The Fund

Balance, beginning of peri $ 2,434,871 $ 2,184,45

Cantributiors 145,68! 160,86

Interes 53,06¢ 72,21(

Paymers (37,80) (28,990)

Balance, end of peri $ 259582¢ $ 2,388,553
Accrued pension cc

Balance, beginning of peri $ 3,701,58 $ 3,665,522

Accruals 75,17: 36,62:

Balance, end of peri $ 3,776,75 $ 3,702,144
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18. INCOME TAX

a. A reconciliation of income tax expense basedionoome before income tax” at statutory rates and
income tax currently payable was as follows:

Nine Months Endec
September 3

200¢ 200¢

Income tax expense based on “income before incariel

statutory rates $ 15,088,240 $ 24,926,428
Tax effect of the following

Tax-exempt incom (6,60¢,97¢€) (7,458,47))

Temporary and permanent differer 2,95¢&,27¢ 1,041,55

Other: 69,17« 43,792
Additionaltax at10% on unappropriated earni 30,707 13,92¢
Net operating loss carryforwards u (54,45¢) (509,94.)
Income tax credits us (5,668,30) (9,050,47)
Income tax currently payal $ 581365 $ 9,006,762

b. Income ta expens consisted of the followin

Income tax currently payal $ 5,813,655 $ 9,006,765
Income ta adjustments on prior yeal (1,157,674) (707,25Y)
Other income tax adjustme (40,05€) 72,35¢
Net change in deferred income tax as

Investment tax credi (3,332,01.) 3,106,4'8

Net operating loss carryforwal (66,114) 44513

Temporary differenct 26,33t (549,2(6)

Valuation allowance 2,244 72! (877,18t)
Income taxexpens $ 348886 $ 10,496,98

c. Net deferred income tax assets consisted dbtloaving:

Sertember 3(

200¢ 200¢
Current deferred income tax as:
Investment tax credi $ 3,542,227 $ 3,081,71
Temporary differenct 1,409,79: 629,78
Valuation allowanc (420,29:) (513.490()

$ 4531,77. $ 3,198,00

Noncurrent deferred income tax as

Investment tax credi $ 13,987,35 $ 9,070,056
Net operating loss carryforwal 3,583,24 3,464,57
Temporary differenci (1,450,64.) (2,214,84)
Valuation allowane (8,923,27") (2,757,19)

$ 7,196,671 $ 7,562,57
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In May 2009, the amendment of Article 5 of thedme Tax Law of the Republic of China announced
that the income tax rate of profit-seeking entegsiwill be reduced from 25% to 20%, and will be
effective starting in 2010. TSMC and its domestibsidiaries which are subject to the Income Tax
Law of the Republic of China had recalculated tluksferred tax assets and liabilities in accordance
with the amended Article and adjusted the resuliiiffgrence as an income tax benefit and expense.

As of September 30, 2009, the net operating das/forwards were generated by WaferTech, TSMC
Development, Xintec and Mutual-Pak and would expimezarious dates through 2026.

Integrated income tax information:

The balance of the imputation credit account IOGATSMC as of September 30, 2009 and 2008 was
NT$214,826 thousand and NT$1,602,560 thousandectsply.

The estimated and actual creditable ratio fotrithistion of TSMC'’s earnings of 2008 and 2007 was
9.10% and 9.83%, respectively.

The imputation credit allocated to the sharehslde based on its balance as of the date of didide
distribution. The estimated creditable ratio ménarmmge when the actual distribution of imputation
credit is made.

All of TSMC'’s earnings generated prior to Debem31, 1997 have been appropriated.

As of September 30, 2009, investment tax cseafitTSMC, GUC, Xintec and Mutual-Pak consisted of
the following:

Total Remaining
Creditable Creditable  Expiry
Law/Statute Item Amount Amount Year
Statute for Upgradir Purchase of machineanc $ 507,24 $ 500,00 200¢
Industrie! equipmer 1,331,22 110,48¢ 2010

4,658,98: 2,958,741 2011
3,144,811 3,144,811  201:
2,050,50 2,050,50 201:

$ 11,692,77 $ 8,764,55

Statute for Upgradir Research and developm $ 2,711,73 $ 9,35 2010
Industrie: expenditure 2,826,401 2,811,888 2011
2,9€3,55¢ 2,9€3,55¢ 201:

2,744.:8C 2,744,8C 201z

$ 11,245,838 $ 8,528,97¢

Statute for Upgradir Personnel trainir expenditure ~ $ 37 $ - 200¢
Industrie: 23,90t 75¢ 2010
37,35¢ 37,35¢ 2011
30,811 30,81: 2017
262 26z 201

$ 92,371 $ 69,18¢
Statute for Upgradir Investments in importa $ 87,10 $ 87,10 200¢
Industrie: technolog-based enterpris 79,80« 79,80¢ 201(

$ 166,90! $ 166,90!
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g. The profits generated from the following praégeof TSMC, GUC and Xintec are exempt from income
tax for a five-year period:

Tax-Exemption Periods

Construction of Fab4 - Module A 206 to 2(1C
Construction of Fab2 - Module B and exparon of Fab 14 Module A 20(7to 2(11
Construction of Fab4 - Module B and expansion of Fab 12 and ot 20(8to0 2(12
2003 plant expansion of Gl 2007 to 201
2003 plant expansion of xtec 2007 to 201

h. The tax authorities have examined income taxrme of TSMC through 2006. All investment tax
credit adjustments assessed by the tax authdni#es been recognized accordingly.

19. LABOR COST, DEPRECIATION AND AMORTIZATION

Nine Months Ended September 30, 2009

Classified as
Classified as  Operating
Cost of Sales Expenses Total
Labor cos
Salan and bonus $ 12,631,169 $ 10,938,484 $ 23,569,653
Labor and health insurar 509,889 422,070 931,959
Pension 444,923 321,727 766,650
Meal 324,895 143,092 467,987
Welfare 365,194 144,646 509,840
Othe 110,587 183,107 293,694
$ 14,386,657 $ 12,153,126 $ 26,539,783
Depreciatiol $ 55,879,597 $ 3,049,516 $ 58,929,113
Amortizatior $ 942,756 $ 648,968 $ 1,591,724
Nine Months Ended September 30, 2008
Classified as
Classified as  Operating
Cost of Sales Expenses Total
Labor cos
Salan and bonus $ 15,880,633 $ 12,677,172 $ 28,557,805
Labor and health insurar 579,886 366,343 946,229
Pension 481,586 309,951 791,537
Meal 359,989 144,638 504,627
Welfare 519,771 214,654 734,425
Othe 199,905 210,405 410,310
$ 18,021,770 $ 13,923,163 $ 31,944,933
Depreciatiol $ 55411,297 $ 3,068,389 $ 58,479,686
Amortizatior $ 1,378,460 $ 639,381 $§ 2,017,841
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20. SHAREHOLDERS’ EQUITY

As of September 30, 2009, 1,097,513 thousand ADFSMC were traded on the NYSE. The number of
common shares represented by the ADSs was 5,48The6Sand (one ADS represents five common
shares).

Capital surplus can only be used to offset a dafieder the Company Law. However, the capitapkigy
generated from donations and the excess of thanssuprice over the par value of capital stockiuiog

the stock issued for new capital, mergers, coMertionds and the surplus from treasury stock actions)
may be appropriated as stock dividends, whichiani¢eld to a certain percentage of TSMC'’s paid-ipitzd.

Also, the capital surplus from long-term investnsemiay not be used for any purpose.

Capital surplus consisted of the following:

September 3

200¢ 200¢
Additional paic-in capita $ 23,408,71 $ 18,154,78
From merge 22,805,39 23,053,57
From convertible bont 8,893,19 8,989,97.
From lon¢-term investmen 332,57- 265,05
Donation: 55 55

$ 5543991 $ 50463,43¢

TSMC'’s Atrticles of Incorporation provide that, whallocating the net profits for each fiscal yeB§MC
shall first offset its losses in previous years Hreh set aside the following items accordingly:

a. Legal capital reserve at 10% of the profits éefer, until the accumulated legal capital resergaals
TSMC'’s paid-in capital;

b. Special capital reserve in accordance withveglelaws or regulations or as requested by theoaities
in charge;

c. Bonus to directors and bonus to employees M@ $f not more than 0.3% and not less than 1% ef th
remainder, respectively. Directors who also sexweexecutive officers of TSMC are not entitled to
receive the bonus to directors. TSMC may issuekgbonuses to employees of an affiliated company
meeting the conditions set by the Board of Directan, by the person duly authorized by the Board of
Directors;

d. Any balance left over shall be allocated acitwydo the resolution of the shareholders’ meeting.

TSMC'’s Articles of Incorporation also provide thatofits of TSMC may be distributed by way of cash
dividend and/or stock dividend. However, distribatof profits shall be made preferably by way aéle
dividend. Distribution of profits may also be maule way of stock dividend; provided that the r&to
stock dividend shall not exceed 50% of the totsiriiution.

Any appropriations of the profits are subjectedhareholders’ approval in the following year.

TSMC has recorded bonuses to employees and disegiith an estimate based on historical experience
with a charge to earnings of approximately 15% ef mcome. If the actual amounts subsequently
resolved by the shareholders differ from the edwshaamounts, the differences are recorded in the g
shareholders’ resolution as a change in accoumsstignate. If stock bonuses are resolved to bellistd

to employees, the number of shares is determinediviiging the amount of bonuses by the closingepric
(after considering the effect of dividends) of Hirares on the day preceding the shareholders’ mgeeti
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TSMC no longer has supervisors since January @7.20The required duties of supervisors are being
fulfilled by the Audit Committee.

The appropriation for legal capital reserve sbhallmade until the reserve equals TSMC’s paid-iritap
The reserve may be used to offset a deficit, odibfibuted as dividends and bonuses for the pwiitio
excess of 50% of the paid-in capital if TSMC hasumappropriated earnings and the reserve balarse ha
exceeded 50% of TSMC'’s paid-in capital. The Complaaw also prescribes that, when the reserve has
reached 50% of TSMC's paid-in capital, up to 50%hef reserve may be transferred to capital.

A special capital reserve equivalent to the néitdmlance of the other components of sharehdldersty
(for example, cumulative translation adjustmeni$ amrealized loss on financial instruments, buludiag
treasury stock) shall be made from unappropriasediegs pursuant to existing regulations promuigdjte
the Securities and Futures Bureau (SFB). Any speeserve appropriated may be reversed to thetexte
that the net debit balance reverses.

The appropriations of earnings for 2008 and 208 theen approved in the TSMC'’s shareholders meseting
held on June 10, 2009 and June 13, 2008, resplgctivEhe appropriations and dividends per shareewer
as follows:

Dividends Per Shart

Appropriations of Earnings (NTS)
For Fiscal For Fiscal For Fiscal For Fiscal
Year 20(8 Year 20C7 Year 20(8 Year 20(7
Legal capital resen $ 9,993,31 $ 10,917,70
Special capital reser (391,85") (237,69:)
Bonus to employe: - in casl - 3,939,88
Bonus to employe: - in stocl - 3,939,88
Cash ividends to shareholde 76,876,31 76,881,31 $3.0C $3.0C
Stock dividends to sharehold 512,50¢ 512,54, 0.0z 0.0z
Bonus to directors - 176,89(

$ 86,990,28 $ 96,130,52

Bonus to employees that have been paid in casinastdck as well as bonus to directors in the am®of
NT$7,494,988 thousand, NT$7,494,988 thousand an#i16d,080 thousand for 2008, respectively, had
been approved in the shareholders’ meeting heltbioe 10, 2009. The employee stock bonus of 141,870
thousand shares was determined by the closing pficESMC’s common shares (after considering the
effect of dividends) of the day immediately precedihe shareholders’ meeting, which was NT$52.83.
The resolved amounts of the bonus to employeeg@uiitectors were consistent with the resolutiohs o
meeting of the Board of Directors held on Februkdy 2009 and same amount had been charged against
earnings of 2008.

TSMC'’s shareholders meeting held on June 10, 2088 resolved to distribute stock dividends out of
capital surplus, and stock dividends to sharehsldsrwell as bonuses to employees to be paid @k §to
the amount of NT$768,763 thousand, NT$512,509 tmodisand NT$7,494,988 thousand, respectively.
The aforementioned capital increase had takentedfeduly 21, 2009.

The information about appropriations of the botm&mployees and directors is available at the Btark
Observation Post System website.

Under the Integrated Income Tax System that becsifleetive on January 1, 1998, the R.O.C. resident

shareholders are allowed a tax credit for theipprtionate share of the income tax paid by TSMC on
earnings generated since January 1, 1998.
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21. STOCK-BASED COMPENSATION PLANS

TSMC’s Employee Stock Option Plans consistinghef TSMC 2004 Plan, TSMC 2003 Plan and TSMC
2002 Plan were approved by the SFB on January(&, Z0ctober 29, 2003 and June 25, 2002, respectivel
The maximum number of options authorized to be tgghninder the TSMC 2004 Plan, TSMC 2003 Plan
and TSMC 2002 Plan was 11,000 thousand, 120,000samol and 100,000 thousand, respectively, with
each option eligible to subscribe for one commasratof TSMC when exercisable. The options may be
granted to qualified employees of TSMC or any sfdomestic or foreign subsidiaries, in which TSMC'’s
shareholding with voting rights, directly or inditly, is more than fifty percent (50%). The opsaoof all

the plans are valid for ten years and exercisabtergain percentages subsequent to the secondeasauiy

of the grant date. Under the terms of the plams,dptions are granted at an exercise price equidlet
closing price of TSMC’s common shares listed onTtB& on the grant date.

Options of the aforementioned plans that had néeen granted or had been granted but subsequently
canceled had expired as of September 30, 2009.

Information about TSMC'’s outstanding stock optidasthe nine months ended September 30, 2009 and
2008 was as follows:

Weightec-
average
Number of Exercise
Options Price

(in Thousands  (NT$)
Nine months ended September 30,9

Balance, beginning of peri 36,23« $34.C
Options grante 17¢ 34.C
Options exercise (5,22¢) 36.t
Options cancele (321) 46.5

33.t
Balance, end of peri 30,86(

Nine months ended September 30, :

Balance, beginning of peri 41,87* $35.€
Options grante 767 35.2
Options exercise (5,880) 37.¢
Options cancele (302) 46.:
Balance, end of peri 36,46( 35.¢

The number of outstanding options and exerciseeprhad been adjusted to reflect the distributibn o
earnings by TSMC in accordance with the plans. Tmpions granted were the result of the
aforementioned adjustment.
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As of September 30, 2009, information about TSMdlitstanding options was as follows:

Options Outstandinc
Weightec- Weightec-

average average

Range oi Number of Remaining Exercise
Exercise Options (in  Contractual Price
Price (NT$) Thousands  Life (Years) (NT$)
$22.6$32.( 22,685 3.41 $29.2
38.¢- 50.1 8,175 5.1¢ 45.5
30,860 33.5

As of September 30,2009, all of the above outstandptions were exercisable.

GUC’s Employee Stock Option Plans, consisting g GUC 2003 Plan and GUC 2002 Plan, were
approved by its Board of Directors on January ZB)3and July 1, 2002, respectively. The maximum
number of options authorized to be granted undeiGIC 2003 Plan and GUC 2002 Plan was 7,535 and
5,000, respectively, with each option eligible tdscribe for one thousand common shares of GUC when
exercisable. The options may be granted to qadléimployees of GUC. The options of all the planes
valid for six years and exercisable at certain @etages subsequent to the second anniversary gfahe
date.

Moreover, the GUC 2007 Plan, GUC 2006 Plan and 0G4 Plan were approved by the SFB on
November 28, 2007, July 3, 2006 and August 16, 20@fant a maximum of 1,999 options, 3,665 options
and 2,500 options, respectively, with each optiligil®e to subscribe for one thousand common shafes
GUC when exercisable. The options may be grantedualified employees of GUC or any of its
subsidiaries. Except for the options of the GUO@&®lan which are valid until August 15, 2011, the
options of the other two GUC option plans were didlir six years. Options of all three plans are
exercisable at certain percentages subsequerg 8ettond anniversary of the grant date.

Information about GUC's outstanding stock optidos the nine months ended September 30, 2009 and
2008 was as follows:

Weightec-
average
Number of Exercise
Options Prices (NT$)
Nine months ended September 30,9

Balance, beginning of peri 5,557 $66.€
Optionsgranec 87 13.¢
Options exercise (1,00¢) 10.¢
Options cancele (287) 53.¢
Balance, end of peri 4,35: 75.¢

Nine months ended September 30, :

Balance, beginning of peri 7,59¢ $60.2
Optionsgranec 284 14.¢
Options exercise (1,681) 14.2
Options cancele (16¢) 169.1
Balance, end of peri 6,03: 63.4
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The number of outstanding options and exerciseeprhave been adjusted to reflect the distributibn
earnings by GUC in accordance with the plans. dptens granted were the result of the aforemeation
adjustment.

As of September 30, 2009, information about GUditstanding and exercisable options was as follows:

Options Outstanding Options Exercisable
Weightec-
average Weightec- Weightec-
Range oi Remaining average average
Exercise Number of Contractual Exercise Number of  Exercise
Price (NT$) Options  Life (Years) Price (NT$) Options  Price (NT$)
$8.4-$10.t 802 1.2t $ 9.C 75€ $ 9.C
15.t 1,87¢ 1.92 15.t 197 15.t
175.( 1,67 4.2t 175.( - -
4,35: 75.¢ 953 10.:

Xintec’'s Employee Stock Option Plans, consistifigh® Xintec 2007 Plan and Xintec 2006 Plan, were

approved by the SFB on June 26, 2007 and July 3,2@spectively. The maximum number of options

authorized to be granted under the Xintec 2007 BrahXintec 2006 Plan was 6,000 thousand each, with
each option eligible to subscribe for one commoaresiof Xintec when exercisable. The options may be
granted to qualified employees of Xintec or anytefsubsidiaries. The options of all the plans\aid

for ten years and exercisable at certain percestagfesequent to the second anniversary of the dadet

Information about Xintec’s outstanding stock opsdor the nine months ended September 30, 2009 and
2008 was as follows:

Weightec-
Number of average
Options Exercise

(in Thousands Price (NT$)
Nine months ended September 30,9

Balance, beginning of peri 7,44 $14.¢
Options exercise (1,78¢) 13t
Options cancele (754) 16.5
Balance, end of peri 4,89¢ 14.¢

Nine months ended September 30, :

Balance, beginning of peri 9,64: $15.1
Options exercise (82) 12.¢
Options cancele (1,260) 15.¢
Balance, end of peri 8,29: 14.¢

The exercise prices have been adjusted to rdfiectlistribution of earnings by Xintec in accordandgth
the plans.
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As of September 30, 2009, information about Xitst@titstanding options was as follows:

Options Outstanding Options Exercisabl¢

Weightec-
average Weightec- Weightec-
Range oi Number of Remaining average average
Exercise Options (in  Contractual  EXxercise Number of  Exercise
Price (NT$) Thousands Life (Years) Price(NT$) Options  Price (NT$)
$12.2-$14.1 2,57¢ 7.0 $12.5 1,357 $122
15.2- 19.1 2,32( 7.9¢ 17.4 251 15.2
4,89¢ 14.¢ 1,60¢ 12.7

No compensation cost was recognized under thénsitr value method for the nine months ended
September 30, 2009 and 2008. Had the Companytheddir value based method to evaluate the options
using the Black-Scholes model, the assumptiongpamdorma results of the Company for the nine menth
ended September 30, 2009 and 2008 would have lsdetiaws:

Nine Months Endec
September 3l

Assumptions

200¢

200¢

TSMC Expected dividend yie 1.00%-3.44% 1.00%-3.44%
Expected volatilit 43.77%-46.15%  43.77%-46.15%
Risk free interest ra 3.07%-3.85% 3.07%-3.85%
Expected lifi 5 year: 5 year.

GUC Expected dividend yie 0.00%-0.60% 0.00%-0.60%
Expected volatilit 22.65%-45.47%  22.65%-45.47%
Risk free interest ra 2.12%-2.5€6% 2.12%-2.5%
Expected lifi 3-6 year: 3-6 year:

Xintec Expected dividend yie 0.80% 0.80%

Expectecvolatility
Risk free interest ra

31.7<%-47.42Y%
1.88%-2.4%

31.7%-47.42Y%
1.88%-2.4%

Expected lifi 3 year: 3 year

Net income attributable to shareholders of themt:

As reporte $ 56,551,78 $ 87,487,39

Pro form: 56,173,87 87,48261¢
Earnings per share (EP- after income tax (NT$

Basic EPS as report $2.1¢ $335

Pro forma basic EF 218 3.35

Diluted EPS as report 2.18 3.33

Pro forma diluted EF 2.1€ 333
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22.

23.

TREASURY STOCK
(Shares in Thousands)

Beginning Stock Ending
Shares Addition Dividends Retirement Shares
Nine months ended September 30, 8

Parent company stock held by subsidi: 34,096 - 171 34,267 -
Repurchase under share buyback 800,000 _ 495,549 - 1,016,674 278,875
834,096 _ 495,549 171 1,050,941 278,875

As of September 30, 2008, the book value of tkasury stock was NT$16,499,990 thousand and the
market value was NT$14,640,938 thousand. TSMOBroon shares held by subsidiaries were treated as
treasury stock and the holders are entitled toithes of shareholders, with the exception of vptiights.

TSMC held a meeting of the Board of Directors awwé&mber 13, 2007 and approved a share buyback plan
to repurchase TSMC’s common shares up to 800,08@s#nd shares listed on the TSE during the period
from November 14, 2007 to January 13, 2008 forbtingback price in the range from NT$43.2 to NT$94.2.
TSMC had repurchased 800,000 thousand common shahdisthe treasury stock repurchased under this
share buyback plan was retired in February 2008.

TSMC held a meeting of the Board of Directors oayM .3, 2008 and approved a share buyback plan to
repurchase TSMC’s common shares up to 500,000 @hdushares listed on the TSE during the period from
May 14, 2008 to July 13, 2008 for the buyback piic¢he range from NT$48.25 to NT$100.50. TSMC
had repurchased 216,674 thousand common sharektheAfreasury stock repurchased under this share
buyback plan was retired in August 2008.

TSMC held a meeting of the Board of Directors argst 12, 2008 and approved a share buyback plan to
repurchase TSMC’s common shares up to 283,000ahdushares listed on the TSE during the period from
August 13, 2008 to October 12, 2008 for the buybad&e in the range from NT$42.85 to NT$ 86.20.
TSMC had repurchased 278,875 thousand common shahdisthe treasury stock repurchased under this
share buyback plan was retired in November 2008.

TSMC merged Chi Cherng and Hsin Ruey in the thwedrter of 2008. TSMC’s common shares held by
Chi Cherng and Hsin Ruey in the number of 34,26tshand shares were retired in August 2008.
EARNINGS PER SHARE

EPS is computed as follows:

Number of EPS (NT$

Amounts (Numerator) Shares Before  After
Before After (Denominator) Income Income
Income Tax Income Tax (in Thousands  Tax Tax
Nine months endeSeptember 2, 20(9
BasicEP<
Earning: attributablt to shareholde of the parer $ 60021,68¢ $ 56,551,78 25,813,61 $ 2.33 2.19
Effect of diluive potential common share
Bonus to employe: - - 153,06¢
Stock option - - 14,45¢
Diluted EP<

Earning: attributable to shareholde of the parer
(including effect of dilutive potential commshares) $ 60,021,689 $ 56,551,787 25,981,142 $ 2.31 $§ 2.18

(Continued)
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Number of EPS (NT$

Amounts (Numerator) Shares Before  After
Before After (Denominator) Income Income
Income Tax Income Tax (in Thousands  Tax Tax
Nine months endeSeptember 2, 20(8
BasicEP<
Earning: attributablt to shareholde of the parer $ 97,959,16 $ 87,487,39 26139,¢48 $ 3.7F 3.3t
Effect of diluive potential common share
Bonus to employe: - - 133,16:
Stock option - - 17001
Diluted EP<

Earning: attributabl¢ to shareholde of the parer
(including effect of dilutive potential commshares) $ 97,959,164 $ 87,487,392 26,290,010 $ 3.73 $ 3.33
(Concluded)

As discussed in Note 3, effective January 1, 2@QB8, Company adopted Interpretation 2007-052 that
requires companies to record bonuses paid to emptogs an expense rather than as an appropridtion o
earnings. If the Company may settle the obligabigrcash, by issuing share, or in combination ahbo
cash and shares, potential shares from bonus tdopess which will be settled in shares should be
included in the weighted average number of shanéstanding in calculation of diluted EPS, if theasds
have a dilutive effect. The number of sharestisneged by dividing the amount of bonus to emplaybg

the closing price (after considering the dilutivieet of dividends) of the common shares on theuhed
sheet date. Such dilutive effect of the potergt@res needs to be included in the calculationilofed

EPS until the shares of employee bonus are resotvibg shareholders’ meeting in the following year

The average number of shares outstanding for EfSulation has been retroactively adjusted for the
issuance of stock dividends and employee stock dmmu This adjustment caused each of the basic and
diluted after income tax EPS for the nine monthdeeinSeptember 30, 2008 to decrease from NT$3.36 to
NT$3.35 and NT$3.34 to NT$3.33, respectively.

24. DISCLOSURES FOR FINANCIAL INSTRUMENTS

a. Fair values of financial instruments were dgWs:

September 3l

200¢ 200¢

Carrying Carrying

Amount Fair Value Amount Fair Value
Asset:
Financial assets at fair value through profit @sl $ 370,66¢ $ 370,66¢ $ 30,38t $ 30,38t
Available-for-sale financial asset 15,968,84 15,968,84 45,276,05 45,276,05
Held-to-maturity financial asse 24,847,55 25,02¢,052 19,102,18 19,08¢€,62¢
Liabilities
Financial liabilities at fair value through prcor los: 97 97 319,60 319,60
Bonds payable (including current porti 4,500,001 4,583,82 12,500,00 12,630,94
Long-term bank loans (including current porti 1,726,99. 1,726,99. 1,805,17. 1,805,17.
Other onc-term payables (including current porti 9,818,809 9,818,89 11,368,88 11,368,88
Obligations under capital lea: 707,05( 707,05( 706,90( 706,90(

b. Methods and assumptions used in estimating/édires of financial instruments
1) The aforementioned financial instruments do inolude cash and cash equivalents, receivables,

other financial assets, refundable deposits, pagadnid guarantee deposits. The carrying amounts
of these financial instruments approximate théiralues due to their short maturities.
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2) Except for derivatives and structured time addis, fair values of financial assets at fair ealu
through profit or loss, available-for-sale and hldmaturity financial assets were based on their
quoted market prices.

3) For those derivatives and structured time diégpavith no quoted market prices, their fair valage
determined using valuation techniques incorporagistimates and assumptions that were consistent
with prevailing market conditions.

4) Fair value of bonds payable was based on tjusited market price.

5) Fair values of long-term bank loans, othegloerm payables and obligations under capital kase
were based on the present values of expected dawsfs, fwhich approximates their carrying
amount.

The changes in fair value of derivatives cattravhich were outstanding as of September 30, 2009
2008 estimated using valuation techniques weregrézed as gains of NT$370,572 thousand and
losses of NT$306,372 thousand, respectively.

As of September 30, 2009 and 2008, financiaktasexposed to fair value interest rate risk were
NT$40,545,779 thousand and NT$64,018,582 thousasgectively, financial liabilities exposed to fair
value interest rate risk were NT$4,500,097 thousamdi NT$12,819,604 thousand, respectively, and
financial liabilities exposed to cash flow interesite risk were NT$1,726,995 thousand and
NT$1,805,173 thousand, respectively.

Movements of the unrealized gains or lossedimancial instruments for the nine months ended
September 30, 2009 and 2008 were as follows:

Nine Months Ended September 30, 2009

From
From Available-
Available- for-sale
for-sale Financial

Financial  Assets Held
Assets by Investees Total

Balance beginning of perio $ (198,413)$ (88,929)$% (287,342)
Recognized directly in sharehold equity 418,581 95,757 514,338
Removed from sharehold’ equity and recognized i
earnings 267,425 - 267,425
Balance, end of peric $ 487593 % 6,828 $ 494,421
Nine Months Ended September 30, 2008
From
From Available-
Available- for-sale
for-sale Financial

Financial  Assets Held
Assets by Investees Total

Balance, beginning of peri $ 627,838 % 53,159 $ 680,997
Recognized directly in sharehold’ equity (54,799)  (108,925) (163,724)
Removed from sharehold’ equity and recognized i

earnings (641,312 - (641,319
Balance, end of peri $ (68273 $ (55766 $ (124,039
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f.

Information about financial risks

1) Market risk. The publicly traded stocks catgzed as financial assets at fair value througififpr

or loss are exposed to market price fluctuatiorighe derivative financial instruments categorized
as financial assets/liabilities at fair value thgbuprofit or loss are mainly used to hedge the
exchange rate fluctuations of foreign-currency @saed liabilities; therefore, the market risk of

derivatives will be offset by the foreign exchanggk of these hedged items. Available-for-sale

financial assets held by the Company are mainlgdfiinterest-rate debt securities; therefore, the
fluctuations in market interest rates would regulthanges in fair value of these debt securities.
Subject to turmoils in the global financial markegte Company evaluated its financial assets and
determined that certain impairment for its assekbd securities is other-than-temporary. The
Company had appropriately recognized related impait losses.

2) Credit risk. Credit risk represents the ptgnoss that would be incurred by the Companthd
counter-parties or third-parties breached contrad&nancial instruments with positive fair values
at the balance sheet date are evaluated for arsklit Subject to turmoils in the global financial
market, the Company evaluated the financial insémis for any possible counter-party or
third-party default. As a result of the evaluatitime Company determined that certain financial
instruments are exposed to credit risk and hadogpiately recognized related impairment losses.

3) Liquidity risk. The Company has sufficientesating capital to meet cash needs upon settlement
of derivative financial instruments, bonds payadohel bank loans. Therefore, the liquidity risk is
low.

4) Cash flow interest rate risk. The Companyniyainvests in fixed-interest-rate debt securities.
Therefore, cash flows are not expected to fluctgaeificantly due to changes in market interest
rates.

25. RELATED PARTY TRANSACTIONS

Except as disclosed in the consolidated finarste@ements and other notes, the following is a samrof
significant related party transactions:

a.

Investees of TSMC

VIS (accounted for using equity method)
SSMC (accounted for using equity method)

VisEra Technology Company, Ltd. (VisEra), adiiact investee accounted for using equity methpd b
TSMC.
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c. Others:

Related parties over which the Company has sigmif influence but with which the Company had no
material transactions.

200¢ 200¢
Amount % Amount %
Nine months ende September &
Sale!
VIS $ 107,07 - $ 72,39 -
VisEre 2,725 - 30,94( -
SSMC 36 - 1,85¢ -
$ 110,36¢ - $ 105,19 -
Purchase
SSMC $ 2,530,04 2 $ 3,624,88 2
VIS 2,446,68 2 2,629,15 2
VisEre - - 594 -
$ 4,976,731 4 $ 6,254.6%6 4

Nonr-operating inconrs and gain

VIS (primarily technical service income; see N28¢) $ 179,16 5 % 262,113 3
SSMC (primarily technical service income; see N28d) 98,80t 2 193,03¢ 3
VisEre 12¢ - 86,06 1

$ 278,10 7 $ 541,23 7

As of September &

Payable
VIS $ 761,34 73 $ 676,81 54
SSMC 273,18 26 574,01( 45
VisEre 4,95; 1 12,68t 1

$ 1,039,48 _10C $ 1,263,51. _10C
The sales prices and payment term to relatedegsarntere not significantly different from those afes to
third parties. For other related party transactiqurices and terms were determined in accordarite w
mutual agreements.

TSMC deferred the gains (classified under defewetlits) derived from sales of property, plant and
equipment to VisEra, and then recognized such gailassified under non-operating income and gains)
over the depreciable lives of the disposed assets.

TSMC leased certain buildings and facilities tesifia. The related rental income was classifiedeund

non-operating income and gains. The lease termgees were determined in accordance with mutual
agreements. The lease agreement between TSMCisBth\expired in April 2008.
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26.

27.

28.

PLEDGED OR MORTGAGED ASSETS

The Company provided certain assets as collateaihly for secured long-term bank loans, land lease
agreement and customs duty guarantee, which wdod@ss:

September 3l

200¢ 200¢
Other financial asse $ 634287 $ 27,95¢
Property, plant and equipment, 2,455,64. 4,477,67:
Other asse 20,00( -

$ 3,109,931 $§ 4,505,63

SIGNIFICANT LONG-TERM LEASES

The Company leases several parcels of land amnmkgffemises from the SPA and Jhongli Industriak Pa
Service Center. These operating leases expireadaous dates from December 2009 to December 2028
and can be renewed upon expiration.

The Company entered into lease agreements foffit® premises and certain office equipment lodate
the United State, Europe, Japan, Shanghai and maiwBhese operating leases expire between 2009 and
2018 and can be renewed upon expiration.

As of September 30, 2009, future lease payments asfollows:

Year Amount

2009 (4" quarter $  129,75:
2C1C 458,16:
2C11 405,81:
2C12 424,40:
2013 396,64
2C14 and thereaftt 2,578,52

$ 4,393,30(

SIGNIFICANT COMMITMENTS AND CONTINGENCIES

Significant commitments and contingencies of tlemBany as of September 30, 2009, excluding those
disclosed in other notes, were as follows:

a. Under a technical cooperation agreement wil,IThe R.O.C. Government or its designee approved
by TSMC can use up to 35% of TSMC'’s capacity if TSk outstanding commitments to its customers
are not prejudiced. The term of this agreemefuri§ive years beginning from January 1, 1987 and i
automatically renewed for successive periods @& jigars unless otherwise terminated by either party
with one year prior notice.

b. Under several foundry agreements, TSMC shadérke a portion of its production capacity for aert

major customers that have guarantee deposits V8A. As of September 30, 2009, TSMC had a
total of US$32,654 thousand of guarantee deposits.
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C.

Under a Shareholders Agreement entered into Rhilips and EDB Investments Pte Ltd. on March 30,
1999, the parties formed a joint venture compar§M§S, which is an integrated circuit foundry in
Singapore. TSMC's equity interest in SSMC was 32%levertheless, Philips parted with its
semiconductor company which was renamed as NXP iB.8eptember 2006. TSMC and NXP B.V.
purchased all the SSMC shares owned by EDB InvedgtimBte Ltd. pro rata according to the
Shareholders Agreement on November 15, 2006. Afeeipurchase, TSMC and NXP B.V. currently
own approximately 39% and 61% of the SSMC sharsgecively. TSMC and Philips (now NXP
B.V.) are required, in the aggregate, to purchadeast 70% of SSMC's capacity, but TSMC alone is
not required to purchase more than 28% of the dgpadf any party defaults on the commitment and
the capacity utilization of SSMC fall below a sgcpercentage of its capacity, the defaulting pést
required to compensate SSMC for all related unalelcosts.

TSMC provides technical services to SSMC urd€echnical Cooperation Agreement (the Agreement)
effective March 30, 1999. TSMC receives compensafor such services computed at a specific
percentage of net selling price of all productsisnt SSMC. The Agreement shall remain in force for
ten years and will be automatically renewed forcsssive periods of five years each unless
pre-terminated by either party under certain cooiast

TSMC provides a technology transfer to VIS ural®anufacturing License and Technology Transfer
Agreement entered into on April 1, 2004. TSMC ieee compensation for such technology transfer
in the form of royalty payments from VIS computedsaecific percentages of net selling price of
certain products sold by VIS. VIS agreed to resdts certain capacity to manufacture for TSMC
certain products at prices as agreed by the parties

TSMC, TSMC North America and WaferTech filederies of lawsuits in late 2003 and 2004 against
Semiconductor Manufacturing International Corpamati SMIC (Shanghai) and SMIC Americas
(aggregately referring to as “SMIC”). The lawsuéileged that SMIC infringed multiple TSMC,
TSMC North America and WaferTech patents and misgpmted TSMC, TSMC North America and
WaferTech’s trade secrets. These suits were deadtle of court on January 30, 2005. As part of the
settlement, Semiconductor Manufacturing Internatid@orporation shall pay US$175 million over six
years to resolve TSMC, TSMC North America and WBéeh'’s claims. As of September 30, 2009,
SMIC had paid US$135 million in accordance with thens of this settlement agreement. In August
2006, TSMC, TSMC North America and WaferTech fiee¢tawsuit against SMIC in Alameda County
Superior Court in California for breach of aforeri@ned settlement agreement, breach of promissory
notes and trade secret misappropriation, seekifjgnative relief and monetary damages. In
September 2006, SMIC filed a cross-complaint agaii®MC, TSMC North America and WaferTech
in the same court, alleging TSMC, TSMC North Amarand WaferTech of breach of the settlement
agreement and implied covenant of good faith amddealing, in response to TSMC, TSMC North
America and WaferTech's August complaint. In Noken2006, SMIC filed a complaint with Beijing
People's High Court against TSMC, TSMC North Ameeramd WaferTech alleging defamation and
breach of good faith. The California State Supe@ourt of Alameda County issued an Order on
TSMC, TSMC North America and WaferTech’s pre-tmabtion for a preliminary injunction against
SMIC on September 7, 2007. In the Order, the Ctaunhd “TSMC has demonstrated a significant
likelihood that it will ultimately prevail on the enits of its claim for breach of certain paragraphthe
(2005) Settlement Agreement” with SMIC. The Coatso found “TSMC has demonstrated a
significant probability of establishing that SMI@tains and is using TSMC Information in SMIC’s
0.13um and smaller technologies, and there isfgignt threat of serious irreparable harm to TSMC i
SMIC were to disclose or transfer that informatkmfore final resolution of the case.” Therefore th
Court ordered that, effective immediately, SMIC inpsovide advance notice and an opportunity for
TSMC, TSMC North America and WaferTech to objedobe disclosing items enumerated in the Court
Order to SMIC’s third party partners. The Couxwever, did not grant a preliminary injunction as
requested by TSMC, TSMC North America and WaferTedm January 2009, the court in the
California action held a four-day bench trial totedenine whether a Settlement Agreement existed
between the parties, and if there were an agreentleatinterpretation of certain terms. SMIC
contended that there was no binding Settlement ékgemt, and TSMC, TSMC North America and
WaferTech contended that the Settlement Agreenignéad on January 30, 2005 and finalized shortly
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h.

thereafter and repeatedly ratified bound the parti@On March 10, 2009, the Court issued its Statéme
of Decision. The Court rejected SMIC's contentiand found that the parties were bound by the
Settlement Agreement identified by TSMC, TSMC No#timerica and WaferTech. The Court also
interpreted the meaning of certain provisions witthie Settlement Agreement. Regarding the claims
raised by SMIC in the Beijing lawsuit, the Beijigople's High Court has on June 10, 2009 rejected
those claims and dismissed the lawsuit. SMIC lppealed. The matters are pending in both courts.
The result of the above-mentioned litigation carmotetermined at this time.

The Company entered into an agreement withuategparty in 2003 whereby TSMC China is obligated

to purchase certain property, plant and equipmethieaagreed-upon price within the contract period.

If the purchase is not completed, TSMC China isgalbéd to compensate the counterparty for the loss
incurred. The property, plant and equipment hagenbin use by TSMC China since 2004 and are
being depreciated over their estimated serviceslivelrhe related obligation totaled NT$8,398,125

thousand and NT$8,396,345 thousand as of SepteBheR009 and 2008, respectively, which is

included in other long-term payables.

Amounts available under unused letters of tieslof September 30, 2009 were NT$101,108 thousand

29. ADDITIONAL DISCLOSURES

Following are the additional disclosures requitgdthe SFB for TSMC and its investees in which all
significant intercompany balances and transactiwasliminated upon consolidation:

a.

b.

Financing provided: None;
Endorsement/guarantee provided: None;
Marketable securities held: Please see Taht&athed;

Marketable securities acquired and disposeat obsts or prices of at least NT$100 million o#@6f
the paid-in capital: Please see Table 2 attached,;

Acquisition of individual real estate propestet costs of at least NT$100 million or 20% of plaéd-in
capital: None;

Disposal of individual real estate propertie¢paces of at least NT$100 million or 20% of thaigsin
capital: None;

Total purchases from or sales to related magimaounting to at least NT$100 million or 20% of th
paid-in capital: Please see Table 3 attached;

Receivable from related parties amounting tteast NT$100 million or 20% of the paid-in capital
Please see Table 4 attached;

Names, locations, and related information @kstees over which TSMC exercises significant anflee:
Please see Table 5 attached;

Information on investment in Mainland China
1) The name of the investee in Mainland China,rtiain businesses and products, its issued capital,
method of investment, information on inflow or dow¥ of capital, percentage of ownership, equity

in the net gain or net loss, ending balance, ammgadived as dividends from the investee, and the
limitation on investment: Please see Table 6 h#dc
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2) Significant direct or indirect transactionstiwithe investee, its prices and terms of payment,
unrealized gain or loss, and other related infolmnatvhich is helpful to understand the impact of
investment in Mainland China on financial report®lease see Table 7 attached.

k. Intercompany relationships and significantiotenpany transactions: Please see Table 7 attached
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

MARKETABLE SECURITIES HELD

SEPTEMBER 30, 2009

(Amounts in Thousands of New Taiwan Dollars, UnlesSpecified Otherwise)

TABLE 1

September 3/, 200¢

Held Company Name Marketable Securities Type and Nae Relationship with the Company Financial StatemetmAccount Shares/Units Carrying Value Percentage of Marlfsts\'/il\ljglnget Note
; . 2
(in Thousands) (US$ in Thousands)|  Ownership (%) (US$ in Thousands)
TSMC Corporate bond
Taiwan Mobile Co., Ltd. - Available-for-sale financial assets - $ 1,093 N/A $ 1,033,473
Taiwan Power Company - Held-to-maturity financial assets - 3,388 N/A 3,393,121
Formosa Petrochemical Corporation - ” - 3,179,081 N/A 3,206,644
Nan Ya Plastics Corporation - ” - 1,999,746 N/A 2,031,690
Formosa Plastics Corporation - ” - 1,671,881 N/A 1,688,217
China Steel Corporation - ” - 1,513,313 N/A 1,532,465
CPC Corporation, Taiwan - ” - 1,000,036 N/A 999,854
Government bor
European Investment Bank Bonds - Held-to-maturity financial assets - 2,01%)6 N/A 2,025,500
2003 Asian Development Bank Govt. Bond - ” - 888,560 N/A 875,103
Stocks
TSMC Global Subsidiary Investments accounted for using 1 45,492,790 100 45,492,790
equity method
TSMC Partners Subsidiary " 988,268 32,627,788 100 32,627,788
VIS Investee accounted for using equity ” 628,223 9,410,696 37 8,795,129
method
SSMC Investee accounted for using equity ” 314 5,899,305 39 5,274,907
method
TSMC North America Subsidiary ” 11,000 2,686,753 100 2,686,753
Xintec Investee with a controlling financial ” 93,081 1,372,699 41 1,328,827
interest
GuUC Investee with a controlling financial ” 46,688 960,442 36 7,096,555
interes
TSMC Europe Subsidiary ” - 152,965 100 152,965
TSMC Japan Subsidiary ” 6 136,710 100 136,710
TSMC Korea Subsidiary ” 80 18,115 100 18,115
United Industrial Gases Co., L - Financial assets carried at ¢ 16,78: 193,58- 1c 288,15¢
Shin-Etsu Handotai Taiwan Co., Ltd. - ” 10,500 105,000 7 328,546
W.K. Technology Fund IV - ” 4,000 40,000 2 43,413
Fund
Horizon Ventures Fund - Financial assets carried at cost 103,992 12 103,992
Crimson Asia Capital - ” - 58,987 1 58,987
Capital
TSMC China Subsidiary Investments accounted for using - 3,606,012 100 3,607,259
equity metho
VTAF Il Subsidiary " - 1,341,398 98 1,324,195
VTAF Il Subsidiary " - 1,059,820 98 1,055,364
Emerging Alliance Subsidiary ” - 319,571 99 319,571
(Continued
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September 30, 2009
- . - . . . . Market Value or Net
Held Company Name Marketable Securities Type and Nae Relationship with the Company Financial StatememAccount Shares/Units Carrying Value Percentage of Asset Value Note
(in Thousands) (US$ in Thousands)|  Ownership (%) (US$ in Thousands)
TSMC Partners Corporate bond
General Elec Cap Corp. M - Held-to-maturity financial asse - US$  20,€0€ N/A Uss 2141z
General Elec Cap Corp. Mtn - " - UsS$ 20,239 N/A US$ 21,078
Common Stocks
TSMC Development, Inc. (TSMC Development) Subsidia Investments accounted for using 1 US$ 690,624 100 US$ 690,624
equity method
VisEra Holding Company Investee accounted for gisiquity ” 43,000 US$ 68,198 49 US$ 68,198
method
InveStar Semiconductor Development Fund, Inc.L@C. |Subsidiary ” 32,289 Us$ 28,133 97 Us$ 28,133
(ISDF 11
TSMC Technology Subsidiary ” 1 Us$ 8,932 100 Us$ 8,932
InveStar Semiconductor Development Fund, Inc. 8D | Subsidiary ” 7,680 US$ 7,746 97 US$ 7,746
TSMC Canada Subsidiary " 2,300 uUs$ 3,057 100 Us$ 3,057
Mcube Inc. Investee accounted for using equity ” 5,333 Us$ 800 74 Us$ 800
method
Preferred stoc
Mcube Inc. Investee accounted for using equity  |Investments accounted for using 1,000 us$ 1,000 10 uss 1,000
method equity method
TSMC Development Corporate bond
GE Capital Corp. - Held-to-maturity financial assets - Us$ 2@36 N/A Us$ 21,078
JP Morgan Chase & Co. - " - US$ 15,000 N/A US$ 15,246
Stocks
WaferTech Subsidiary Investments accounted for using 293,637 US$ 196,675 100 US$ 196,675
equity method
Emerging Alliance Common stock
RichWave Technology Corp. - Financial assets carried at cost 4,247 US$ 64481, 10 uss$ 1,648
Global Investment Holding Inc. - ” 10,000 US$ 3,065 6 US$ 3,065
Preferred stock
Audience, Inc. - Financial assets carried at cost 1,654 Us$ 0 25 1 uss$ 250
Axiom Microdevices, Inc. - " 1,000 uss$ 24 1 uss 24
Mosaic Systems, Inc. - ” 2,481 Us$ 12 6 Us$ 12
Next 10, Inc. - ” 800 uss$ 500 1 uss 500
Optichron, Inc. - n 1,281 us$ 1,072 2 uUs$ 1,072
Optimal Corporation - ” - uss$ 229 - uss 229
Pixim, Inc. - " 4,642 us$ 1,137 2 uUs$ 1,137
QST Holdings, LLC - n - uss$ 131 4 us$ 131
Teknovus, Inc. - " 6,977 us$ 1,327 2 us$ 1,327
Capital
VentureTech Alliance Holdings, LLC (VTA Holdings) Subsidiary Investments accounted for using - - 7 -
equity method
VTAF Il ICommon stock
Leadtrend - Available-for-sale financial assets 1,515 US$9,204 5 uUss 9,204
RichWave Technology Cor - Financial assets carried at ¢ 1,048 us¢ 73C 1 usg 73C
Sentelic - n 1,200 Us$ 2,040 15 US$ 2,040
Preferred stock
5V Technologies, Inc. - Financial assets carried at cost 2,890 US$ 162, 15 uss$ 2,168
Aquantia - ” 2,108 uUs$ 2,573 5 uUs$ 2,573
Audience, Inc. - ” 7,956 Us$ 1,838 2 Us$ 1,838
Axiom Microdevices, Inc. - " 7,017 uUs$ 741 13 Uss$ 741
(Continued)
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September 30, 2009

Held Company Name Marketable Securities Type and Nae Relationship with the Company Financial StatememAccount Shares/Units Carrying Value Percentage of Mark:st;?l\ljilnget Note
(in Thousands) (US$ in Thousands)|  Ownership (%) (US$ in Thousands)
VTAF Il Beceem Communications - Financial assets carried at cost 834 Us$ 11,70 1 uss$ 1,701
Impinj, Inc. - ” 475 USs$ 1,000 - UsS$ 1,000
Next 10, Inc. - " 3,795 Us$ 953 2 uss$ 953
Optichron, Inc. - ” 2,784 Us$ 2,664 4 Us$ 2,664
Pixim, Inc. - ” 33,347 uUs$ 1,878 2 Us$ 1,878
Power Analog Microelectronics - ” 6,249 Us$ 3,185 18 Us$ 3,185
QST Holdings, LLC - " - Us$ 593 19 Us$ 593
Teknovus, Inc. - " 1,599 us$ 454 - uss 454
Xceive - ” 3,800 Us$ 1,496 2 US$ 1,496
Capital
VTA Holdings Subsidiary Investments accounted for using - - 31 -
equity method
VTAF Il ICommon stock
Mutual-Pak Technology Co., Ltd. Subsidiary Investits accounted for using 4,590 us$ 1,055 51 uss 1,055
equity metho
Acionn Technology Corporation Investee accountedi§ing equity ” 4,500 Us$ 730 41 Us$ 730
method
Preferred stock
Auramicro, Inc. - Financial assets carried at cost 3,816 US$ 1481, 20 uss$ 1,145
BridgeLux, Inc. - " 4,955 Us$ 6,391 4 Us$ 6,391
Exclara, Inc. - " 21,708 US$ 4,568 18 US$ 4,568
GTBF, Inc. - " 1,154 uUs$ 1,500 N/A Us$ 1,500
InvenSense, Inc. - " 816 Us$ 1,000 1 Us$ 1,000
LiquidLeds Lighting Corp. - ” 1,600 us$ 800 11 uss 800
M2000, Inc. - ” 3,000 Us$ 3,000 5 Us$ 3,000
Neoconix, Inc. - " 3,283 US$ 4,608 6 US$ 4,608
Powervation, Ltd. - " 310 Us$ 4,678 19 Us$ 4,678
Quellan, Inc. - " 3,106 us$ 495 6 uss$ 495
Silicon Technical Services, LLC - " 1,055 Us$ 1,208 2 us$ 1,208
Tilera, Inc. - " 3,222 us$ 2,781 3 uss 2,781
Validity Sensors, Inc. - ” 8,070 Us$ 3,089 3 us$ 3,089
Capital
Growth Fund Limited (Growth Fund) Subsidiary Intresnts accounted for using - uss$ 856 100 us$ 856
equity metho
VTA Holdings Subsidiary ” - - 62 -
Growth Fund Common stock
Staccato - Financial assets carried at cost 10 uss$ 2 - uss$ 25
SiliconBlue Technologies Inc. - ” 5,107 Us$ 762 2 Us$ 762
ISDF Common stock
Memsic, Inc. - Available-for-sale financial assets 1,364 US$5,113 6 uUs$ 5113
Capella Microsystems (Taiwan), Inc. - Financial assets carried at cost 557 Us$ 154 2 Uss$ 154
Preferred stoc
Integrated Memory Logic, Inc. - Financial assets carried at cost 2,872 US$ 221, 9 Uss$ 1,221
IP Unity, Inc. - ” 1,008 Us$ 290 1 Us$ 290
NanoAmp Solutions, Inc. - ” 541 uss$ 327 2 uss 327
Sonics, Inc. - " 230 US$ 730 2 uss$ 730
(Continued
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September 30, 2009

Market Value or Net

Held Company Name Marketable Securities Type and Nae Relationship with the Company Financial StatememAccount Shares/Units Carrying Value Percentage of Note
(in Thousands) (US$ in Thousands)|  Ownership (%) Asset Value
(US$ in Thousands)
ISDF Il Common stock
Memsic, Inc - Available-for-sale financial asse 1,14¢ Uss 429 5 Uss 429z
Treadchip Technologies Corp. - " 503 Us$ 1,306 1 Us$ 1,306
Sonics, Inc. - Financial assets carried at cost 278 uss$ 3 3 uss 32
Epic Communication, Inc. - " 50 uss$ 23 - Uss$ 23
EON Technology, Corp. - ” 2,494 us$ 691 3 uss$ 691
Goyatek Technology, Corp. - " 932 uss$ 545 6 Us$ 545
Capella Microsystems (Taiwan), Inc. - ” 561 uss$ 210 2 uss 210
Auden Technology MFG. Co., Ltd. - ” 1,049 Us$ 223 3 Us$ 223
Preferred stock
Alchip Technologies Limited - Financial assets carried at cost 6,979 US$ 6648, 18 Us$ 3,664
FangTek, Inc. - ” 7,064 US$ 3,428 16 US$ 3,428
Kilopass Technology, Inc. - ” 3,887 us$ 500 5 uss$ 500
NanoAmp Solutions, Inc. - ” 375 uss$ 227 1 uss 227
Sonics, Inc. - ” 264 uss$ 926 3 uss 926
GuUC Oper-end mutual func
Jih Sun Bond Fund - Available-for-sale financial assets 5,671 $ 0,080 - $ 80,010
FSITC Taiwan Bond Fund - ” 294 50,004 - 50,004
Cathay Bond Fund - ” 1,674 20,005 - 20,005
Common stoc
GUC-NA Subsidiary Investments accounted for using 800 36,870 100 36,870
equity method
GUC-Japan Subsidiary ” 1 13,062 100 13,062
GUC-Europe Subsidiary ” - 5,281 100 5,281
GucC-BVI Subsidiary ” 50 1,485 100 1,485
Xintec Capita
Compositech Ltd. - Financial assets carried at cost 587 3 -
TSMC Globa Money market func
Ssga Cash Mgmt Global Offshore - Available-for-sale financial assets 225,978 S$U 225,978 N/A US$ 225,978
Government bor
US Treasury N/B - Available-for-sale financial assets 25,000 $US25,019 N/A Us$ 25,019
United States Treas Nts - " 10,496 Us$ 10,595 N/A Us$ 10,595
WI Treasury - " 107,500 US$ 107,100 N/A US$ 107,100
Societe De Financement De Lec - Held-to-maturity financial assets 15,000 US$5,000 N/A US$ 15,081
Corporate bond
Ab Svensk Exportkredit Swedish - Available-for-sale financial assets 5,000 US$5,189 N/A Uss$ 5,189
American Exp Bk Fdic Gtd Tlgp - ” 1,750 us$ 1,786 N/A US$ 1,786
Bear Stearns Cos Inc. - n 5,000 US$ 4,965 N/A US$ 4,965
Citibank NA - " 5,000 Us$ 4,997 N/A Us$ 4,997
General Ele Cap Corg - 1 5,000 Us$ 4,817 N/A US$ 4,817
General Elec Cap Corp. - n 7,000 uUs$ 7,002 N/A uUs$ 7,002
Keycorp Fdic Gtd Tlgp - " 5,000 Us$ 5,061 N/A Us$ 5,061
Met Life Glob Fundin | - l 500 uss 505 N/A uss 505
Metropolitan Life Global Fdg | - 1 1,750 Us$ 1,646 N/A US$ 1,646
Royal Bk of Scotland P - ” 5,000 US$ 5,071 N/A US$ 5,071
Royal Bk Scotland Grp F 144A - " 6,500 Us$ 6,597 N/A Us$ 6,597
Suncorp Metway Ltd. - " 5,000 uUss 5,187 N/A uUss 5,187
Wachovia Cor. New - " 4,000 US$ 4,238 N/A US$ 4,238
Nationwide Building Society - Held-to-maturity financial assets 8,000 US$ ,008 N/A Us$ 8,010
(Continued

- 46 -




September 30, 2009
- . - . . . . Market Value or Net
Held Company Name Marketable Securities Type and Nae Relationship with the Company Financial StatememrAccount Shares/Units Carrying Value Percentage of Asset Value Note
(in Thousands) (US$ in Thousands)|  Ownership (%) (US$ in Thousands)
TSMC Global Corporate issued note
Royal bk of scotlan - Available-for-sale financial assets 5,000 US$4,982 N/A Us$ 4,982
Barclays U.S. Fdg LLC - ” 4,500 US$ 4,489 N/A US$ 4,489
Agency bonds
Finma Pool 8523« - Available-for-sale financial asse 3,80¢ US$ 4,03 N/A US§  4,03¢
(Concluded)
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

MARKETABLE SECURITIES ACQUIRED AND DISPOSED OF AT C OSTS OR PRICES OF AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009
(Amounts in Thousands of New Taiwan Dollars, UnlesSpecified Otherwise)

TABLE 2

ot Financial . Beginning Balanc¢ Acquisition Disposal (Note 2 Ending Balance (Note 2
Marketable Securities Type and Nature o . Amount Shares/Units Amount . Amount Carrying Value | Gain (Loss) or .
Company Name Name S;ifomﬁ?t Counter-party Relationship (iﬁr}?gj/sgﬂzss) (Us$in (in Thousands) (Us$in (lﬁr%.ahrgz/sgmz) (USs$in (Us$in Disposal (US$ (lﬁr%.eggzlsgzzz) Q?ﬂg:;;%i;
Thousands) (Note 1) Thousands) Thousands) Thousands) | in Thousands)
TSMC Corporate bond
Taiwan Mobile Co., Ltd. Available-for-saleGrand Cathay Securities Corp. - - |$ 2,032,658 - % - - |$ 1,037,370|$ 1,000,000 $ 37,370 - |$ 1033473
financial assets| and several financial
institutions
Taiwan Power Company Held-to-maturit; ” - - 4,209,629 - 203,892 - - - - - 3,384,845
financial assets
Formosa Petrochemical ” ” - - 3,554,908 - 457,351 - - - - - 3,179,081
Corporatiol
Formosa Plastic Corporation ” ” - - 2,385,285 - 203,994 - - - - - 1,671,881
China Steel Corporation ” ” - - 1,000,000 - 514,672 - - - - - 1,513,313
Government bor
European Investment Bank Bonételd-to-maturity |Grand Cathay Securities Corp. - - 383,387 - 2,025,500 - 400,000 383,909 16,091 - 2,015,610
financial assets| and several financial
institutions
Capital
VTAF Il Investments - Subsidiary - 1,305,605 - 262,922 - - - - - 1,341,398
accounted for
using equity
method
TSMC Corporate bon
Development|JP Morgan Chase & Co. Held-to-maturityJP Morgan Securitied Inc. - - - | US$ 15,000 - - - - - | US$ 15,000
financial assets
GuUC Open-end mutual funds
Jih Sun Bond Fund Available-for-saldih Sun Investment Trust Co. - - - 13,475 190,000 7,804 110,075 110,000 75 5671 80,010
financial asse Ltd.
FSITC Taiwan Bond Fund ” First Securities Investment - - - 794 135,000 500 85,193 85,000 193 294 50,004
Trust Co., Ltd.
Prudential Financial Bond Fund| " Prudential Financial Securitiep - - - 11,261 170,000 11,261 170,319 170,000 319 - -
Investment Trust Enterpri
PCA Well Pool Fund ” PCA Securities Investment - - - 13,121 170,000 13,261 170,241 170,000 241 - -
Trust Co., Ltd.
Hua Nan Phoenix Bond Fund " Hua Nan Investment Trust Cq., - - - 6,434 100,000 6,434 100,131 100,000 131 - -
Ltd.
TSMC Global | Money market funds
Ssga Cash Mgmt Global Offshgwvailable-for-sale - - 30,435 | US$ 30,435 471,418 | US$ 471,418 275,875 | US$ 275,875| US$ 275,875 - 225,978 | US$ 225,978
financial assets
Government bor
US Treasury N/B Available-for-sal¢ - - - - 25,000 | US$ 25,014 - - - - 25,000 | US$ 25,019
financial assets
WI Treasury " - - - - 107,500 | US$ 107,100 - - - - 107,500 | US$ 107,100
Societe De Financement De Let  Held-to-maturity - - - - 15,000 | US$ 15,000 - - - - 15,000 | US$ 15,000
financial asse
(Continued
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Marketable S s T Financial Nat . Beginnin BaLance ' - IUAquuisiticr ' R Difposa::(Not_e Z)V | Gan (0059 Eridg Balance (Note 3)
arketable Securities Type ang ature o ] moun ares/Uni moun ] moun arrying Value | Gain (Loss) or )
Company Nam T Name'™ P Sttt | Comereany oo | TSNS WSS | nThousaran) WSS | SR 0Ssin | Ussin | piposa 055 eS| Ao L8
Thousands) (Note 1) Thousands) Thousands) Thousands) | in Thousands)
TSMC Global | Corporate bond
Ab Svensk Exportkredit SwedisfAvailable-for-sale - - -8 - 5,000 | US$ 5,185 -3 -8 -8 - 5,000 | US$ 5,189
financial assets
Bear Stearns Cos Inc. " - - - - 5,000 | US$ 4,965 - - - - 5,000 | US$ 4,965
Chase Manhattan Corp. New n - - 3,250 | US$ 3,353 - | US$ - 3,250 | US$ 3,380 | US$ 3,480 | US$ (100) - | US$ -
Citibank NA ” - - - - 5,000 | US$ 4,995 - - - - 5,000 | US$ 4,997
Deutsche Bank Ag London n - - 2,995 | UsS$ 3,013 - - 2,995 | US$ 3,021 | US$ 3,041 | US$ (20) - -
General Elec Cap Corp. ” - - - - 5,000 | US$ 4,834 - - - - 5,000 | US$ 4,817
General Elec Cap Corp. ” - - - - 7,000 | US$ 7,002 - - - - 7,000 | US$ 7,002
Keycorp Fdic Gtd Tlgp ” - - - - 5,000 | US$ 5,061 - - - - 5,000 | US$ 5,061
Morgan Stanley ” - - 4,855 | US$ 4,552 - - 4,855 | US$ 4,751 | US$ 4,768 | US$ 17) - -
Royal Bk of Scotland Plc ” - - - - 5,000 (US$ 5,106 - - - - 5,000 | US$ 5,071
Royal Bk Scotland Grp Plc 144/ " - - - - 6,500 | US$ 6,597 - - - - 6,500 | US$ 6,597
Suncorp Metway Ltd. ” - - - - 5,000 | US$ 5192 - - - - 5,000 | US$ 5,187
Wachovia Corp. New ” - - - - 4,000 | US$ 4,239 - - - - 4,000 | US$ 4,238
Wachovia Corp. New ” - - 3,130 |US$ 3,135 - - 3,130 |US$ 3,195|US$ 3,100 | US$ 95 - -
Wells Fargo + Co. New Med Trin " - - 4,500 | US$ 4,493 - - 4,500 | US$ 4,524 | US$ 4,282 | US$ 242 - -
Nationwide Building Society Held-to-maturity - - - - 8,000 | US$ 8,000 - - - - 8,000 | US$ 8,000
financial assets
Corporate issue note
Royal bk of scotland Available-for-salp - - - - 5,000 | US$ 4,982 - - - - 5,000 | US$ 4,982
financial assets
Barclays U.S. Fdg LLC ” - - - - 4,500 | US$ 4,489 - - - - 4,500 | US$ 4,489
Agency bonds
Fed Hm Ln Pc Pool 1912 Available-for-sale - - 3,215 | US$ 3,285 - - 3,179 [US$ 3,281 |US$ 3,171 | US$ 110 36 -
financial assets
Fed Hm Ln Pc Pool 1920¢ n - - 5449 | US$ 5,501 - - 5335 |US$ 5511|US$ 5225| US$ 286 114 -
Federal Home Ln Mtg Corp. ” - - 3,060 | US$ 3,108 - - 3,005 | US$ 3,078 | US$ 3,003 | US$ 75 55 -
Fnma Pool 2572¢ n - - 3,456 | US$ 3,513 - - 3,415 |US$ 3,513 |US$ 3,437 | US$ 76 41 -
Fnma Pool 6912¢ n - - 2,963 | US$ 3,039 - - 2,932 |US$ 3,028 | US$ 2,920 | US$ 108 31 -
Fnma Pool 8523¢ n - - - - 3,805 | US$ 4,038 - - - - 3,805 | US$ 4,033
Fnma Pool 8887¢ n - - 3,669 | US$ 3,776 - - 3,659 | US$ 3,828 | US$ 3,801 | US$ 27 10 -
Fnma Pool 8887¢ n - - 4,105 | US$ 4,242 - - 4,071 | US$ 4,265 | US$ 4,207 | US$ 58 34 -
Fed Home Ln Bar ” - - 5,000 | US$ 5,305 - - 5,000 | US$ 5,282 |US$ 5,035| US$ 247 - -
Federal Farm Cr Bl ” - - 3,400 | US$ 3,610 - - 3,400 | US$ 3,590 | US$ 3,411 | US$ 179 - -
Federal Farm Credit Bank 1 - - 3,375 | US$ 3,433 - - 3,375 |US$ 3,430 |US$ 3,370 | US$ 60 - -
Federal Home Ln Bks " - - 3,725 | US$ 3,854 - - 3,725 |US$ 3,852 | US$ 3,721 | US$ 131 - -
Federal Home Ln Bks " - - 5,000 | US$ 5,320 - - 5,000 | US$ 5312 |US$ 5,098 | US$ 214 - -
Federal Home Ln Bks ” - - 4,000 |US$ 4,148 - - 4,000 | US$ 4,151 | US$ 4,136 | US$ 15 - -
Federal Home Ln Mtg " - - 5,000 | US$ 5,340 - - 5,000 | US$ 5334 |US$ 5,186 | US$ 148 - -
Federal Home Ln Mtg Corp. " - - 3,340 | US$ 3,428 - - 3,340 | US$ 3432 |US$ 3,336 | US$ 96 - -
Federal Home Ln Mtg Corp. " - - 3,500 | US$ 3,560 - - 3,500 |US$ 3,561 | US$ 3,494 | US$ 67 - -
Federal Home Ln Mtg Corp. ” - - 3,500 | US$ 3,743 - - 3,500 | US$ 3,749 | US$ 3,786 | US$ (37) - -
Federal Home Loan Bank " - - 4,500 | US$ 4,710 - - 4,500 | US$ 4,709 | US$ 4,518 | US$ 191 - -
Federal Natl Mtg Assn ” - - 3,700 | UsS$ 3,713 - - 3,700 | US$ 3,712 | US$ 3,700 | US$ 12 - -
Federal Natl Mtg Assn " - - 4,000 | US$ 4,169 - - 4,000 | US$ 4,179 | US$ 4,116 | US$ 63 - -
Federal Natl Mtg Assn ” - - 3,500 | US$ 3,809 - - 3,500 | US$ 3,801 |US$  3,645| US$ 156 - -
Federal Natl Mtg Assn " - - 3,750 | US$ 4,134 - - 3,750 | US$ 4,127 | US$ 4,151 | US$ (24) - -
(Continued
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Marketable S s T Financial Nat . Beginnini BaLance ' - IUAquuisiticr ' R Difposa::(Not_e Z)V | Gan (0059 Eridg Balance (Note 3)
arketable Securities Type ang ature o ] moun ares/Uni moun ] moun arrying Value | Gain (Loss) or )
e TS| O elaors | SN OSsinnThowsaan) G55 | SRSUNS) wsse | Gssin | pamesaUss ShCSUTS) A0S
Thousands) (Note 1) Thousands) Thousands) Thousands) | in Thousands)
Corporate issued asset-backed
securitie
Banc Amer Coml Mtg Int Available-for-sale - - 4597 | US$ 4,584 - % - 4,472 | US$ 4,480 | US$ 4,584 | US$ (104) 125 | $ -
financial assets
Cit Equip Coll T ” - - 4,000 | US$ 3,884 - - 4,000 | US$ 3,925 | US$ 3,996 | US$ (71) - -
Credit Suisse First Boston b " - - 4,353 | US$ 4,349 - - 4,090 | US$ 4,085 | US$ 4,188 | US$ (103) 263 -
First Un Natl Bk Coml Mtg T ” - - 4,788 | US$ 4,715 - - 4,774 | US$ 4,780 | US$ 4,954 | US$ (174) 14 -
Lb Ubs Coml Mtg Tr " - - 3,737 | US$ 3,495 - - 3,725 |US$ 3,537 | US$ 3,697 | US$ (160) 12 -
Tiaa Seasoned Coml Mtg Tr ” - - 3,397 |US$ 3,163 - - 3,375 | US$ 3,283 | US$ 3,392 | US$ (109) 22 -
Wamu Mtg " - - 3,214 | US$ 2,925 - - 3,172 |US$ 3,106 | US$ 3,114 | US$ 8) 42 -

Note 1: The shares/units and amount of marketadaler&ies acquired do not include stock dividerrdsfinvestees.

Note 2: The data for marketable securities dispesetlide bonds maturities and capital return fratvs@iaries.

Note 3: The ending balance includes the amortinatfgpremium/discount on bonds investments, urzedlvaluation gains/ losses on financial assetsskation adjustments or equity in earnings/ loséesjuity method investees.
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TABLE 3

Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES OF AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPI TAL
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009
(Amounts in Thousands of New Taiwan Dollars)

Transaction Details Abnormal Transaction NOteS/A;Z%ngbﬁ’:yable or
Company Name Related Party Nature of Relationships o — o Note
Pug::lzzes Amount 'I{oottgl Payment Terms Ur(\;\tkl;z;: € Payr?sgg;erms Ending Balance T/Oottgl
TSMC TSMC North America Subsidiary Sales $113,684 54 Net 30 days after invoice date - - $022,288 51
GUC Investee with a controllin Sale: 1497,21: 1 Net 30 days after monthly closi - - 455,417 1
financial interest
VIS Investee accounted for usingSales 107,316 - Net 30 days after monthly ctpsin - - - -
equity method
WaferTech Indirect subsidiary Purchases 382,11 18 Net 30 days after monthly closing - - (605,006 ) 6
TSMC China Subsidiary Purchases 2,611,248 12 t30ldays after monthly closing - - (456,026 ) 4
SSMC Investee accounted for usingPurchases 2,530,044 11 Net 30 days after mookbding - - (273,184) 3
equity method
VIS Investee accounted for usingPurchases 2,433,937 11 Net 30 days after mookbding - - (759,737) 7
equity method
GUC TSMC North America Same parent company Purchase 701,967 29 |Net 30 days after invoice date/| - - (97,319) 10
45 days after monthly closing

Note: The sales prices and payment terms to refmettbs were not significantly different from tleosf sales to third parties. For other relatedypaansactions, prices and terms were determimedc¢ordance with mutual agreements.
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LE AST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
SEPTEMBER 30, 2009
(Amounts in Thousands of New Taiwan Dollars)

TABLE 4

Related Party

Nature of Relationships

Ending Balance

Turnover Days

Overdue

Amounts Received
in Subsequent

Allowance for Bad

Company Name (Note 1) Amounts Action Taken . Debts
Period
TSMC TSMC North America Subsidiary $ 22,023,139 14 $ 7,315,356 - $ 8,350,804 $ -

GUC Investee with a controllin 455,417 61 27€ - 169,40 -
financial interest

VIS Investee accounted for using 141,358 (Note 2) 22,012 Accelerate demandamounts receivable 216 -
equity method

TSMC China Subsidiary 119,544 (Note 2) - - -

Note 1: The calculation of turnover days excludiegoreceivables from related parties.

Note 2: The ending balance primarily consistedtbépreceivables, which is not applicable for takglation of turnover days.
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

NAMES, LOCATIONS, AND RELATED INFORMATION OF INVEST EES OVER WHICH THE COMPANY EXERCISES SIGNIFICANT IN FLUENCE

SEPTEMBER 30, 2009

(Amounts in Thousands of New Taiwan Dollars, UnlesSpecified Otherwise)

TABLE 5

Original Investment Amount Balance as oSeptember 3/, 200¢ Equity in the
Net Income Eamings
September 30, December 31, Carrying (Losses) of the
. ] . 2009 2008 ; Value Investee (Losses)
Investor Company Investee Company Location Main Busesses and Products . . Shares (in | Percentage of| ; B (Note 1) Note
(Foreign (Foreign Th ) (Foreign (Foreign !
Currencies in | Currencies in ousands) Ownership Currencies in | Currencies in (ForE[gn .
Currencies in
Thousands) | Thousands) Thousands) | Thousands) Thousands)
TSMC TSMC Global Tortola, British Virgin Islands nvestment activities $ 42,327,245 42,327,245 1 100 $ 45,492,790% 318,351| $ 318,351 |Subsidiary

TSMC Partners Tortola, British Virgin Islands Isément in companies involved in the design, 31,456,130 31,456,130 988,268 100 32,627,788 (186,169 (186,169)Subsidiary
manufacture, and other related business in the
semiconductomndustry.

VIS Hsin-Chu, Taiwan Research, design, developnmeanufacture, 13,232,288 13,232,288| 628,223 37 9,410,696 1,893 (300,883|)Jnvestee accounted f
packaging, testing and sale of memory using equity methqg
integrated circuits, LSI, VLSI and relatedrts

SSMC Singapore Fabrication and supply of integratecuits 5,120,028 5,120,028, 314 39 5,899,305 723,310 132,823|Investee accounted fi

using equity methqg

TSMC China Shanghai, China Manufacturing and selling of integrated circuit: 12,180,367 12,180,367 - 100 3,606,012 (2,613,274))  (2,614,520|Subsidiary
the order of and pursuant to product design
specifications provided by customers

TSMC North America San Jose, California, U.S.A. leS@nd marketing of integrated circuits and 333,718 333,718 11,000 100 2,686,753 310,014 310,014 |Subsidiary
semiconductor devices

Xintec Taoyuan, Taiwan Wafer level chip size pajhg service 1,357,890 1,357,890 93,081 41 1,372,699 (254,952 (123,929)Jnvestee with a

controlling financia|
interes

VTAF Il Cayman Islanc Investing in new sta-up technology compaes 1,703,16: 1,440,24 - 98 1,341,39¢ (2053,33() (19¢,264)|Subsidiar

VTAF I Cayman Islands Investing in new start-eplinology companies 1,036,422 1,036,422 - 98 1,059,820 (174,693 (171,199)Subsidiary

GuUC Hsin-Chu, Taiwan Researching, developing, rfesturing, testing 386,568 386,568 46,688 36 960,442 343,568 121,958|Investee with a
and marketing of integrated circuits controlling financia|

interest

Emerging Alliance Cayman Islands Investing in reart-up technology companie 966,596 986,797 - 99 319,571 (88,558 (88,115 )Subsidiary (Note 3)

TSMC Europ Amsterdam, the Netherlar Marketing and engineering supporting activi 15,74¢ 15,74¢ - 10C 152,965 25,714 25,714 [Subsidiary (Note :

TSMC Japan Yokohama, Japan Marketing activities 83,760 83,760 6 100 136,710 926 926 |Subsidiary (Note 3)

TSMC Korea Seoul, Korea Customer service and feahsupport activities| 13,656 13,656 80 100 18,115 2,136 2,136 |Subsidiary (Note 3)

TSMC Partners TSMC Development Delaware, U.S.A. estment activities Us$ 0.001US$  0.001 1 100 US$ 690,624 US$ 529 Note 2 Subsidiary

VisEra Holding Company Cayman Islands Investmemiimpanies involved in the designuUS$ 43,000 US$ 43,000 43,000 49 US$ 68,198US$  (4,501) Note2 Investee accounted f]
manufacturing, and other related businesses in using equity methqg
the semiconductor industry

ISDF Il Cayman Islands Investing in new start-eghnology companies| US$  32,2880S$ 32,289 32,289 97 US$ 28,133 US$ 3,020 Note 2 Subsidiary

TSMC Technology Delaware, U.S.A. Engineering suppotivities uss$ 0.001 US$ 0.001 1 100 uss 8,932 US$ 524 Note 2 Subsidiary (Note 3)

ISDF Cayman Islanc Investing in new sta-up technology compani |US§  7,68( |US§  7,68( 7,68( 97 US$  7,74€ |USY (1,18) Note 2 Subsidiar

TSMC Canada Ontario, Canada Engineering supptivitaes us$ 2,300 US$ 2,300 2,300 100 uss 3,057 US$ 155 Note 2 Subsidiary (Note 3)

Mcube Inc.(Common Stock) Delaware, U.S.A. Reseatelielopment, and sale of Us$ 800 - 5,333 74 Us$ 800 - Note 2 Investee accounted f]
micro-semiconductc device using equity methc

Mcube Inc.(Preferred Stock) Delaware, U.S.A. Redealevelopment, and sale of uss$ 1,000 - 1,000 10 uss$ 1,000 - Note 2 Investee accounted fi
micro-semiconductor device using equity methqg

TSMC Development WaferTech Washington, U.S.A. Mastifring, selling, testing and US$ 380,000 US$ 380,000 293,637 100 US$ 196,679US$  (7,882) Note 2 Subsidiary
computer-aided designing of integrated circits
and other semiconductor devices
VisEra Holding Company|VisEra Hsin-Chu, Taiwan Manufacturing and sellifgkectronic parts angUS$ 91,041 US$ 91,041 253,120 89 US$ 120,401US$  (5,099) Note 2 Subsidiary
providing turn-key services in back-end coldr
filter fabrication, package, test, and optical
solutions
(Continued
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Original Investment Amount Balance as of September 30, 2009 Net Income Equity in the
. Earnings
September 30, December 31, Carrying (Losses) of the
. i 2009 2008 : Value Investee (Losses)
Investor Company Investee Company Location Main Busesses and Products (Foreign (Foreign Shares (in | Percentage of (Foreign (Foreign (Note 1) Note
c o 2 Thousands) Ownership 2 A (Foreign
urrencies in | Currencies in Currencies in | Currencies in 2
Thousands) | Thousands) Thousands) | Thousands) Currencies in
Thousands)
VTAF Il Mutual-Pak Technology Co., Ltd. Taipei, i&@n Manufacturing and selling of electronic partsl | US$ 1,705| US$ 1,705 4,590 51 Us$ 1,055 US$ (689 Note 2 Subsidiary (Note 3)
researching, developing, and testing of RFID
Aiconn Technology Corp. Taipei, Taiwan Wholesalialgcommunication equipments, andS$ 1,777/ US$ 1,777 4,500 41 us$ 730| US$ (836 Note 2 Investee accounted f]
manufacturing wired and wireless using equity method
communication equipments (Note 3)
Growth Fund Cayman Islands Investing in new siartechnology companies  US$ 1,550S% 700 - 100 uss 856 US$ (94 Note 2 Subsidiary (Note 3)
VTA Holdings Delaware, U.S.A. Investing in newrstap technology companies - - - 62 - - Note 2 Subsidiary (Note 3)
VTAF Il \VTA Holdings Delaware, U.S.A. Investing imew start-up technology companiep - - - 31 - - Note 2 Subsidiary (Note 3)
GuC GUC-NA US.A. Consulting services in main protiu Us$ 800 US$ 800 800 100 36,870 3,632 Note 2 Subsidiary (Note 3)
GUC-Japan Japan Consulting services in main pteduc JPY 30,000 JPY 30,000 1 100 13,062 1,353 Note 2 Subsidiary (Note 3)
GUC-Europe The Netherlanc Consulting services in main produ EUR 10C |[EUR 50 - 10C 5281 318 Note 2 Subsidiary (Note :
GUC-BVI British Virgin Island: Investment activitie uss 50 - 5C 10C 148t (127) Note 2 Subsidiary (Note :
Emerging Allianc: VTA Holdings Delaware, U.S./ Investing in new sta-up technology compani - - - 7 - - Note Z Subsidiary (Note :

Note 1: Equity in earnings/losses of investeeauitielthe effect of unrealized gross profit fromliites.

Note 2: The equity in the earnings/losses of threstee company is not reflected herein as such mni®already included in the equity in the earsifasses of the investor company.

Note 3: Equity in earnings/losses was determinsgdb@n the unreviewed financial statements.

-54 -

(Concluded)



Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

INFORMATION OF INVESTMENT IN MAINLAND CHINA
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009
(Amounts in Thousands of New Taiwan Dollars, UnlesSpecified Otherwise)

TABLE 6

Accumulated

Investment Flows

Accumulated

Outflow of Oultflow of Accumulated
Total Amount of Investment Investment Equity in the |Carrying Value Inward
Investee Company Main Businesses and Paid-in Capital Method of from Taiwan from Taiwan | Percentage of Earnings as of Remittance of
Products (RMB in Investment as of Outflow Inflow as of Ownership (Losses) September 30,| Earnings as of
Thousand) January 1, 2004 September 30, (Note 2) 2009 September 30,
(US$in 2009 (US$ in 2009
Thousand) Thousand)
TSMC China Manufacturing and selling of,  $12,180,367 (Note 1) $12,180,367 $ - $ $12,180,367 100% $(2,614,520) $3,606,012 $ -
integrated circuits at the (RMB3,070,623) (US$371,000) (US$371,000)
order of and pursuant to
product design specificatio
provided by customers

Accumulated Investment in Mainland
China as of September 30, 2009

(US$ in Thousand)

Investment Amounts Authorized by
Investment Commission, MOEA
(US$ in Thousand)

Upper Limit on Investment
(US$ in Thousand)

$12,180,367
(US$371,000)

$12,180,367
(US$371,000)

$12,180,367
(US$371,000)

Note 1: Direct investments US$371,000 thousandSMT China.

Note 2: Amount was recognized based on the revidinadcial statements.
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOM PANY TRANSACTIONS

(Amounts in Thousands of New Taiwan Dollars, Unles®therwise Specified)

TABLE 7

A. FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009

Intercompany Transactions
Nature of -
No Company Name Counter Party Relationship . . Terms P_ercentage o
' (Note 1) Financial Statements Item Amount (Note 2) Consolidated Total Gross
Sales or Total Assets

Sale: $111,683,02 - 52%

. Receivables frm related partie 22,009,28 - 4%
TSMC North America 1 (Other receivables from related par 13,85! - -
Payables to related part 1,37(C - -
Sales 53,83¢ - -

Purchase 2,611,24: - 1%
Gain on disposal of property, plant eequipment 140,16¢ - -
TSMC China 1 Technical service incom 6,41¢ - -
Other receivables from related par 119,54« - -
Payables to related part 456,02t - -
Deferred credit 43,73( - -
Marketing expense- commission 166,10¢ - -
TSMC Japan 1 Payables to related parl 21,02: - -
Marketing expense- commissiol 234,89: - -
o |tsmc TSMC Europe 1 Research and development expe 13,17: - -
Payables to related parl 35,71% - -
Marketin¢ expense- commissiol 10,66 - -
TSMC Korea L Payables to related part 1,02( - -

Sale: 1,497,21. - 1%
GUC 1 Research and development expe 26,48t¢ - -
Receivables from related par 455,417 - -
Research andevelopment expens 299,63¢ - -
TSMC Technology 1 Payables to related parl 126,07« - -
Sale: 3,357 - -

Purchase 3,872,11 - 2%
WaterTech L Other receivables from related par 3,921 - -
Payables to related partit 605,00t - -
Xintec 1 Sales of property, plant and equipment and otlsat: 58,45( - -
Research and development expe 115,53¢ - -
TSMC Canada L Payables to related parl 12,88¢ - -
Purchase 701,96° - -
TSMC North America 3 Manufacturingoverhea 216,05¢ - -
Payables to related partit 97,31¢ - -
1 |GUC (Operating expense 115,52¢ - -
GUC-NA s IAccrued expens: 14,01¢ - -
: (Operating expens 29,29¢ - -
GUC-Japan 3 IAccrued expens 3,47¢ - -
GUC-Europe 3 (Operating expens 6,63: - -

Note 1: No. 1 represents the transactions frorergarompany to subsidiary.
No. 3 represents the transactions between sabisisli
Note 2: The sales prices and payment terms afcoiepany sales are not significantly different frirose to third parties. For other intercompaapsactions, prices and terms are determined irr@ameoe with mutual agreements.
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. FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008

Intercompany Transactions
Nature of -
No Company Name Counter Party Relationship . . Terms P_ercentage o
' Financial Statements Item Amount Consolidated Total Gross
(Note 1) (Note 2)
Sales or Total Assets

Sale: $156,727,22 - 57%

. Receivables from related rties 26,903,61 - 5%
TSMC North America ! Other receivables from related par 18,98¢ - -
Payables to related parl 4,731 - -
Sales 72,013 - -

Purchase 3,882,38. - 1%
Gain on disposal of property, plant and equipmr 150,95¢ - -
TSMC China 1 Technical service incom 82,80: - -
(Other receivables from related par 115,76¢ - -
Payables to related part 370,15: - -
Deferred credit 230,61° - -
Marketing expense- commissiol 195,34¢ - -
TSMC Japan 1 Payables to related part 34,80¢ - -
Marketing expense- commissiol 299,04! - -
0 |TSMC TSMC Europe L Payables to related pari 46,40¢t - -
Marketing expense- commissiol 13,52 - -
TSMC Korea 1 Other receivables fm related partie 3,20¢ - -
Payables to related parl 2,404 - -
Sale: 1,167,491 - -
GUC 1 Research and development expe 12,32 - -
Receivables from related par 352,21 - -
Research and develment expensi 263,28° - -
TSMC Technology 1 Payables to related part 64,79¢ - -
Sale: 11,67« - -

Purchase 6,776,75! - 2%
WaterTech 1 (Other receivables from related par 25,95¢ - -
Payables to related partit 800,32: - -
TSMC Canad 1 Research and development expe 138,51! - -

. Other receivab's from related partit 7,968,241 - 1%

1 |TSMC Partners TSMC International 3 Deferred revent 7,968 24i - 1%

Purchase 1,408,371 - 1%
TSMC North America 3 Manuchtunngoverhea 253,72¢ - -
Operating expens 1,45¢ - -
Payables to related partit 199,33! - -
2 |GUuC g (Operating expense 74,00: - -
GUC-NA s IAccrued expens 11,55¢ - -
: (Operating expens 20,00¢ - -
GUC-Japan 3 IAccrued expens 3,58( - -
GUC-Europe 3 (Operating expens 1,95¢ - -

Note 1: No. 1 represents the transactions frorargarompany to subsidiary.
No. 3 represents the transactions between sabsisli

Note 2: The sales prices and payment terms afcotepany sales are not significantly different frisrase to third parties. For other intercompaapgections, prices and terms are determined irrdecce with mutual agreements.

(Concluded)
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