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TSMC's Vision

Our vision is to be the most advanced and largest technology and foundry services provider to fabless companies and IDMs, and in

partnership with them, to forge a powerful competitive force in the semiconductor industry.

To realize our vision, we must have a trinity of strengths:
(1) be a technology leader, competitive with the leading IDMs
(2) be the manufacturing leader

(3) be the most reputable, service-oriented and maximum-total-benefits silicon foundry.

TSMC Core Values

Integrity — Integrity is our most basic and most important core value. We tell the truth. We believe the record of our
accomplishments is the best proof of our merit. Hence, we do not brag. We do not make commitments lightly. Once we make a
commitment, we devote ourselves completely to meeting that commitment. We compete to our fullest within the law, but we do
not slander our competitors and we respect the intellectual property rights of others. With vendors, we maintain an objective,
consistent, and impartial attitude. We do not tolerate any form of corrupt behavior or politicking. When selecting new employees,

we place emphasis on the candidates’ qualifications and character, not connections or access.

Commitment — TSMC is committed to the welfare of customers, suppliers, employees, shareholders, and society. These stakeholders
all contribute to TSMC's success, and TSMC is dedicated to serving their best interests. In return, TSMC hopes all these stakeholders

will make a mutual commitment to the Company.

Innovation — Innovation is the wellspring of TSMC's growth, and is a part of all aspects of our business, from strategic planning,
marketing and management, to technology and manufacturing. At TSMC, innovation means more than new ideas, it means putting

ideas into practice.

Customer Partnership — At TSMC, customers come first. Their success is our success, and we value their ability to compete as we
value our own. We strive to build deep and enduring relationships with our customers, who trust and rely on us to be part of their
success over the long term. \
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Dear Shareholders,

At the start of 2009, we managed the sharp business downturn that gripped the global economy, and then enhanced our core strengths by
committing more resources into technology innovations, recruiting talents, and expanding our production capacity to meet customers’ needs.
Now the global economy is on its gradual recovery course and the outlook for semiconductor industry in 2010 appears robust, TSMCiis in a

stronger position to compete.

The steep downturn in the global semiconductor industry in 4Q'08 and 1Q’09 was followed by a recovery the rate of which was unprecedented
in the history of the foundry segment. At the start of the slump, management moved with speed to minimize the negative financial impact. Later
on, when demand fast recovered, we demonstrated remarkable agility in quickly ramping up production capacity and capturing the pursuant
recovery. In the process, the Company lowered its breakeven utilization rate and maintained profitability throughout the downturn.

TSMC is now headed forward on a course to capture greater share within the dedicated foundry segment through continued development of the
leading-edge process technology nodes, while aggressively broadening the Company’s business portfolio into derivative technologies across all

legacy technology nodes.

Financial Results

Total consolidated revenue for 2009 was NT$295.74 billion, an 11.2 percent decrease compared with NT$333.16 billion in 2008. Net income
decreased 10.7 percent to NT$89.22 billion from NT$99.93 billion, while diluted earnings per share decreased 9.6 percent to NT$3.44 compared
with NT$3.81 a year earlier.

In US dollars, TSMC’s 2009 revenue was US$9 billion and net income was US$2.71 billion, compared with revenue of US$10.61 billion and net
income of US$3.18 billion in 2008.

Among other highlights in 2009, TSMC achieved:
® Gross profit margin of 43.7 percent; and
® Operating profit margin of 31.1 percent.

During the year, TSMC shipped 7.74 million eight-inch equivalent wafers, representing about 7.6 percent of global IC wafer shipments,

compared with 7.4 percent a year ago.
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Technology, Capacity and Customers

While the semiconductor industry will grow strongly in 2010, it is likely to grow at an average mid-single-digit rate in the 2011- 2016
period. On the one hand, it is vital for TSMC to maintain and augment its leadership position in the foundry segment by intensifying the
pace of semiconductor manufacturing innovation and by expanding its own capabilities to enlarge market opportunities. On the other
hand, TSMC also embarked on a vigorous program to expand the base of our business to encompass adjacent opportunities that fit our
strengths in engineering capabilities and the ability to manage massive scale operations. In addition, to start the development of new
businesses, Dr. Rick Tsai has been assigned to devote his full time to this task as President of New Businesses, starting June 12, 2009.

Meanwhile, | resumed CEO responsibility.

Today, TSMC serves more than four hundred customers and manufactures more than seven thousand products for them in a year. We
are proud to count every major player in each of the semiconductor logic applications as our customers. We build customer partnership
with our technology leadership and manufacturing excellence, both of which are executed under an overall corporate culture centered
on servicing customers’ needs. In order to better focus on strengthening our customer partnership, the Company has further
re-organized to form an Operations Organization to facilitate manufacturing operations excellence, and a Business Development

Organization to coordinate customer partnership.

We continue to focus resources on strengthening our leading position in our core business of outsourced manufacturing for advanced IC
producers. The Company has invested US$2.7 billion in 2009 to further expand its advanced technology capacity for 12-inch wafer fabs,
with 85% of the spending on capacities for 40/45nm and 65nm technologies, which are expected to contribute over 40% of our wafer

revenue in 2010.

Technology Innovation

TSMC continues to be a technology leader in the semiconductor industry with the development of the most advanced logic technologies
both with conventional (poly SiON) as well as high-K/metal gate (HKMG) stacks at the 28-nanometer (28nm) node. Early in 2009, we
became the first foundry to achieve 28nm functional 64Mb SRAM yield on our high performance (28HP) as well as low leakage (28HPL)
HKMG technologies. With our 28nm shuttle program, functional silicon was delivered in both conventional and HKMG platforms. We are

well on track for qualification and risk production in 2010 for our 28nm technology offerings.

Corporate Developments

In November, TSMC agreed to a settlement with SMIC. The litigation and settlement have resulted in the full protection of TSMC's trade
secrets in the possession of SMIC. Under the new settlement agreement and the related stipulated judgment, SMIC has agreed to make
cash payments totaling US$200 million and other valuable considerations to TSMC. Both parties also agreed to terminate the patent

cross-licensing agreement signed in 2005.

TSMC also invested US$193 million for a 20% equity stake in Motech, the largest solar cell manufacturer in Taiwan. The Motech
investment allows TSMC to accelerate our time to market, to better evaluate opportunities along the solar value chain, and to further

formulate our overall solar strategy.



Honors and Awards

TSMC continued to garner recognition and awards from around the world as a corporate role model. TSMC's disclosure and transparency and its
focus on shareholder value have won top honors from AsiaMoney, The Asset Magazine, Corporate Governance Asia, FinanceAsia, GlobalView
Magazine, and the IR Magazine in the areas of Corporate Governance, Management, Investor Relations, and Corporate Social Responsibilities.
Both the Wall Street Journal and CommonWealth Magazine voted TSMC as Taiwan’s Overall Most Admired Company. As a leader in good
corporate citizenship, TSMC is included in the Dow Jones Sustainability Index.

Outlook

Improvement in the global macroeconomic environment is likely to continue into 2011. With the fast growing emerging economies consuming
an increasing amount of semiconductors, we expect the industry to grow at a rate in the teens and the foundry segment to outpace the overall
semiconductor industry at a growth rate exceeding 20 percent in 2010. TSMC has aggressive plans to gain market share in this upturn by further

strengthening our technology leadership and by providing sufficient capacity to meet the strong demand from our customers. Management

believes TSMC can surpass both the Company’s 2008 revenue record and its 2006 net income record, after adjusting for employee profit sharing,
in 2010.

Morris Chang

Chairman and Chief Executive Officer

Capacity Plan Sales Breakdown by Technology
2008 [T
2008 038 36% 64%
million
0y
2009 b 2009 [T
9.96 33% 67%
million
0,

2010 1 2010 |ET—
11.28 26% 74%
million

0% 1100%
Bl Annual Growth Rate I = 0.15um | 2010 wafer shipment is expected to be

I Capacity: 8-inch equivalent wafers I <0.13um | approximately 10.8 million 8-inch equivalent wafers.
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2.1 An Introduction to TSMC

TSMC is the world's largest pure-play semiconductor foundry. Founded on February 21, 1987 and headquartered in Hsinchu, Taiwan, TSMC
pioneered the business model of focusing solely on manufacturing customers' semiconductor designs. As a pure-play semiconductor foundry, the
Company does not design, manufacture, or market semiconductor products under its own brand name, ensuring that TSMC does not compete
directly with its customers.

With a diverse global customer base, TSMC-manufactured microchips are used in a broad variety of applications that cover various segments of the
computer, communications and consumer electronics markets.

Total capacity of the manufacturing facilities managed by TSMC, including subsidiaries and joint ventures, totaled 9.96 million 8-inch equivalent
wafers in 2009. In Taiwan, TSMC operates two advanced 12-inch wafer fabs, four 8-inch wafer fabs, and one 6-inch wafer fab. TSMC also manages
two 8-inch fabs at wholly owned subsidiaries: WaferTech in the United States and TSMC China Company Limited. In addition, TSMC obtains 8-inch
wafer capacity from other companies in which the Company has an equity interest.

TSMC provides customer service through its account management and engineering services offices in North America, Europe, Japan, China, South
Korea, and India. The Company employed more than 24,000 people worldwide as of the end of 2009.

TSMC continued to lead the foundry segment of the semiconductor industry in advanced process technologies. Already the first foundry to provide
65nm and 40nm production capacity, TSMC also announced it will deliver 28nm as a full node technology, and, in 2009, reported the addition of
28HPL (High-k metal gate with low power) to enrich its 28nm offering. In addition to general-purpose logic process technology, TSMC supports
the wide-ranging needs of its customers with embedded non-volatile memory, embedded DRAM, mixed signal/RF, high voltage, CMOS image
sensor, color filter, MEMS, and silicon germanium technologies. In December 2009, TSMC also announced the automotive industry’s first process
qualification specification and service package for automotive-grade semiconductor manufacturing in the China market. TSMC Fab 10 in Shanghai,
along with multiple fabs in Taiwan, is capable of supporting the automotive service package.

In addition, in order to better manage TSMC's long-term strategic growth opportunities, TSMC has decided to invest in LED lighting and solar
energy related-industries. With differentiated technology offerings and with unique value proposition to customers, TSMC will pursue new
opportunities in these fields.

The Company is listed on the Taiwan Stock Exchange (TWSE) under ticker number 2330, and its American Depositary Shares trade on the New York
Stock Exchange (NYSE) under the symbol “TSM".
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2.2 Market/Business Summary
2.2.1 TSMC Achievements

In 2009, TSMC maintained its leading position in the pure-play
foundry segment of the global semiconductor industry, with an
estimated market segment share of 48%. TSMC achieved this result
amid fierce competition from both established players and relatively
new entrants to the business.

Leadership in advanced process technologies is a key factor in TSMC's
strong market position. In 2009, 67% of TSMC's wafer revenue came
from manufacturing processes with geometries of 0.13um and
below. A critical milestone was reached in September 2009, when
TSMC shipped its one-millionth 65nm 12-inch wafer. Moreover,
TSMC also achieved volume production of the 45/40nm process as
well as development of the leading-edge 28nm process, both foundry
firsts. As of the fourth quarter of 2009, 39% of TSMC's wafer revenue
came from 65nm processes and below.

In addition to advanced technologies, TSMC also offers innovative
services in line with its unwavering focus on customer partnership.
Among the many innovative services unveiled in 2009 was automotive
process qualification specification and automotive service package,
tapping the growth momentum of automotive electronics. TSMC also
launched foundry's first integrated sign-off flow, mixed signal/radio
frequency (RF) reference design kit and interoperable process design
kit, which enriched the Open Innovation Platform™ to facilitate timely
innovation among the semiconductor design community.

TSMC continued to advance the semiconductor roadmap in 2009.

Examples of technologies the Company developed or rolled out include:

®28nm low power technology with functional static random access
memory (SRAM)

® 40nm technology for low power and radio frequency (RF)

® 55nm low power technology

® 65nm multi-time programmable non-volatile memory technology

©0.11um hybrid general performance technology

© 0.11um high voltage process for small panel single chip drivers

©0.13um slim platform for analog and power management
System-on-Chip (SoC) applications

© 0.15um high voltage process for large panel source drivers

In addition, TSMC further strengthened its comprehensive
development of specialty technologies in 2009, including 90/65nm
embedded flash, 90/65nm CMOS image sensor and 0.13um analog
technologies. In 2009, TSMC also revealed foundry-first 3D
Micro-Electro-Mechanical Systems (MEMS) platform for the
integration of CMOS and motion sensors. These specialty
technologies are key differentiators from our competitors and
provide customers more value.

2.2.2 Market Overview

It is estimated that the semiconductor market in 2009 reached
US$226 billion in revenue, a 9% decrease compared to 2008.
According to IC Insights, total foundry, a manufacturing sub-segment
of the semiconductor industry, generated total revenues of US$22
billion in 2009, -11% year-on-year. Revenues from pure-play foundries

such as TSMC reached US$19 billion, or 8% of total semiconductor
industry revenue, and TSMC's total revenue was US$9 billion. In 2009,
the largest geographic market (based on the location of customers’
corporation headquarters) for pure-play foundry services, North
America was accounting for 61% of overall pure-play foundry revenue.
The second largest geographic market was Asia Pacific (excluding
Japan), which accounted for 27% of pure-play foundry revenue in
2009. European-based customers accounted for 9%, and orders from
companies based in Japan contributed 3%.

2.2.3 Industry Outlook, Opportunities and Threats

Industry Demand and Supply Outlook

2009 was a challenging year for the semiconductor industry, which
experienced a decline of 9% year-over-year (YoY). After the sharp
market decline in the final quarter of 2008, foundry sales bottomed
out in the first quarter of 2009. Driven by better-than-expected
demand and supply chain inventory replenishment, foundry sales
recovered significantly throughout the rest of 2009. According to IC
Insights, pure-play foundry sales declined by 10% in 2009 compared
to 2008.

IC Insights forecasts pure-play foundry sales to grow at 24% YoY in
2010. As for the longer term, with improving global economic
outlook, increasing semiconductor content in electronics devices and
the increasing IDM outsourcing, pure-play foundry sales are expected
to display an 14% compound annual growth rate (CAGR) from 2009
through 2014, higher than the 11% CAGR for total IC industry.

As the upstream supplier in the semiconductor supply chain, the
foundry segment is tightly correlated with the market health of the
3Cs: computer, communications and consumer.

® Computer

The computer sector posted an impressive year despite the economic
downturn, with a positive unit shipment growth of 3%. The
consumer PC segment showed stronger momentum, offsetting the
weak corporate PC segment. Lower cost PCs (e.g., netbooks) and new
usage models, such as telecom carrier bundled promotion with
netbook, also helped to lift the PC market. Market momentum was
especially strong in China and the US.

Moving into 2010, it is expected the corporate PC refresh, together
with the launch of new Microsoft Windows 7 Operating System, will
help drive the market while consumer PC continues to maintain its
growth momentum. New applications and form factors such as
touch screen, thin-and-light PC, “smartbook”, and “virtualization”
will also help spur PC sales.

In terms of IC product design, the requirements of lower power and
higher performance for key components in computers, such as CPU,
GPU, Chipset, etc., will drive near-term demand for advanced process
technologies such as 40nm and 28nm.

e Communications
The communications sector, particularly the handsets segment, declined

by 4% in unit shipment for 2009 from 2008. However, the growing
number of new subscribers in emerging countries such as China and
India has helped to offset the sales drop in developed countries. In the



meantime, high-end smartphone, which has much higher semiconductor
content, has been a bright spot in the overall handset market.

The growing popularity of 3G cellular phones will add positive
momentum to the market. Smartphones with increasing performance,
lower power and more intelligent applications will continue to propel
the buying momentum of new handsets in the coming 2010.

Low power IC design is a must-have feature in the handset segment.
The System on Chip (SoC) design and the hunger for higher
performance to run complicated software will also speed up the
migration to advanced process technologies in which TSMC is
already the leader.

® Consumer

Aggregated digital consumer electronics device unit shipments
resulted in 1% YoY growth in 2009, despite the economic downturn.
Government (e.g., China and Japan) incentive programs,
analog-to-digital TV transition in the US and EU, and “stay-at-home”
economics drove demand during the economic downturn. Sharp
average selling price (ASP) declines for consumer products, such as
LCD TV and Blu-ray DVD, have also spurred the buying sentiment.

Moving into 2010, new products with attractive features may
stimulate sales of consumer products. Continuing the trend toward
the transition of analog-to-digital broadcast in certain countries and
the unceasing drop of ASP will still be the catalysts to drive sales of
products like DTV, STB and Blu-ray DVD.

Increasing innovations in the digital consumer sector have
encouraged new usage models, such as motion recognition for game
consoles and internet-enabled home appliances. Besides the need for
advanced technologies, “More Than Moore” technologies such as CIS,
High-voltage drivers and MEMS are becoming prominent
requirements. With its comprehensive technology portfolio, TSMC will
be able to capitalize on these trends.

Supply Chain

The electronics industry comprises a long and complex supply chain,
the elements of which are highly dependent and correlated with each
other. At the upstream IC manufacturing stage, it is important for IC
vendors to have sufficient and flexible supply to support the dynamic
market situation. IC foundry vendors are playing an important role to
ensure the health of the supply chain. As a leader in the IC foundry
services segment, TSMC provides leading technologies and large scale
capacity to complement the innovations created along the
downstream chain.

2.2.4 TSMC Position, Differentiation and Strategy

Position

As the leader in the pure-play foundry segment of the semiconductor
manufacturing industry, TSMC commanded a 48% share of this
segment in 2009, with total consolidated revenue of US$9 billion. In
terms of geographic distribution of wafer revenue, 69% came from
companies headquartered in North America, 15% from the Asia Pacific
region, excluding China and Japan, 10% from Europe, 3% from China
and 3% from Japan. In terms of end product application, 28% of total
wafer revenue came from the computer sector, 41% from

communications, 16% from consumer products, and 15% from other
categories, such as industrial products.

Differentiation

TSMC's leadership position is based on a trinity of key differentiating
strengths: technology leadership, manufacturing excellence, and
customer partnership. As a technology leader, TSMC has consistently
been the first pure-play foundry to develop the next generation of
leading-edge technologies. As a manufacturing leader, TSMCis
renowned for its yield management, and offers best-in-class support
services to expedite time-to-market and time-to-volume. And, in
customer partnership, TSMC works closely with its customers on
end-to-end collaboration to optimize design and manufacturing
efficiencies. Going forward, TSMC will continue building on this
trinity of strengths to provide the best overall value to its customers.

Strategy

TSMC is confident its differentiating strengths will enable it to
leverage the attractive growth opportunities in the foundry sector
going forward. TSMC works constantly to ensure that these strengths
are maintained and improved. For example, TSMC is intensively
working on the leading-edge 28nm and 20nm processes to maintain
its technology leadership position. Numerous efforts are also
underway to ensure manufacturing excellence, such as continuing
enhancement of Design-For-Manufacturing (DFM) support services to
increase yield and efficiency. TSMC also expanded its Open Innovation
Platform™ initiative, a set of ecosystem interfaces and collaborative
components initiated and supported by TSMC that efficiently
empowers innovation throughout the supply chain to enhance timely
innovation. Finally, TSMC conducted throughout the year customer
reviews and surveys to better understand customer needs and wants,
and accordingly may adjust its offerings in response, thereby
strengthening its partnership with customers.

To address the challenges of falling wafer prices and fiercer
competition from other semiconductor manufacturing companies,
TSMC persists in strengthening its core competitiveness, and properly
deploys its short-term and long-term technology and business
development plans in order to hold ROl and growth.

® Short-term business development plan

1) To substantially ramp up the business and sustain market segment
share of advanced technologies with further investment in capacity.

2) To maintain market segment share of mainstream technology by
expanding business into new customers and market segments
with off-the-shelf technologies.

3) To grow business with IDMs by deepening the partnership on
technology development and business model arrangement.

® Long-term business development plan

1) To continue developing the leading edge technologies consistent
with Moore's law.

2) To broaden “More-than-Moore” business contribution by further
developing derivative technologies.

3) To further expand TSMC's business and service infrastructure into
emerging and developing markets.

4) To explore and establish new businesses to a significant level
within the next 5 years, such as solar energy and LED lighting.
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2.3 Organization

2.3.1 Organization Chart

Shareholders’
Meeting

Audit Committee
Board of Directors
Chairman
Vice Chairman
Compensation
Committee
CEO

New Businesses

B to Business B oraic Planti Quality and Worldwide Sales and Research and

1 Development P 9 Reliability Marketing Development

2.3.2 Major Corporate Functions

New Businesses
® Develop and build new businesses for the Company’s long-term
revenue and profitability growth

Operations

® Manufacturing operations, new fab planning, manufacturing
technology integration, advanced product engineering, backend
technology and service, mask manufacturing

Business Development

o Solidify customer partnership, identify new applications and
markets, build new partnership in computer business, consumer,
communication business, and industrial business

Corporate Planning
® Operation resources planning, production and demand planning,
and business process integration

Quiality and Reliability
® Quality and reliability management

Note: To meet our long-term growth projection, a New Businesses organization was established on May 6, 2009.

Worldwide Sales and Marketing
® Brand management, market research, customer service, and
regional operations

Research and Development

® Advanced technology research and development, exploratory
research and development and design services and technology
platform development

Information Technology
® Technology and business system integration, Information
technology infrastructure, and IT development and operation

Materials Management and Risk Management
® Purchasing, warehousing, import and export, logistics support,
industrial safety, and environmental protection

Human Resources
® Human resources management and organizational development



Materials
Management and Human Resources
Risk Management

Finance &
Spokesperson

Information
Technology

Legal

Internal
Audit

Finance & Spokesperson

® Corporate finance, accounting, investor relations, public relations,
tax, financial planning, investment management, and strategic
program

® Corporate spokesperson

Legal
® Corporate legal affairs, litigation, commercial transactions, patents
and other intellectual property management

Internal Audit
® Internal audit and process compliance

11



2.4 Board Members

2.4.1 Information Regarding Board Members

TSMC ANNUAL REPORT 2009

Shareholding When Elected Current Shareholding
Title/Name Date Elected Term Expires Date First Elected
Shares % Shares %
Chairman 06/10/2009 06/09/2012 12/10/1986 118,047,697 0.46% 118,587,914 0.46%
Morris Chang
(NN}
-
5
< Vice Chairman 06/10/2009 06/09/2012 05/13/1997 36,144,509 0.14% 35,002,675 0.14%
> F.C. Tseng
=
<
a
>
O
O
National Development Fund, Executive Yuan 06/10/2009 06/09/2012 12/10/1986 1,645,482,861 6.42% 1,653,709,980 6.38%
Representatives: (Notes 1, 4, 5)
Director - - - -
Tain-Jy Chen
Director 06/10/2009 06/09/2012 06/03/2003 33,768,636 0.13% 33,654,505 0.13%
Rick Tsai
Independent Director 06/10/2009 06/09/2012 05/07/2002 - - - -
Sir Peter Leahy Bonfield
Independent Director 05/16/2006 06/09/2009 05/07/2002 - - - -
Lester Carl Thurow
(Note 2)
Independent Director 06/10/2009 06/09/2012 04/14/2000 1,472,922 0.01% 1,480,286 0.01%
Stan Shih
Independent Director 06/10/2009 (Note 3) 05/16/2006
Carleton (Carly) S. Fiorina
(Note 3)




As of 02/28/2010

Spouse & Minor Shareholding

Selected Education, Past Positions & Current Positions at Non-profit Organizations

Selected Current Positions at TSMC and Other Companies

Shares %
85,217 0.00% B.S. and M.S. degrees in Mechanical Engineering, MIT CEO, TSMC
Ph.D. in Electrical Engineering, Stanford University
Former Group Senior Vice-President, Texas Instrument
Former President & COO, General Instrument Corporation
Former Chairman, Industrial Technology Research Institute
Life Member Emeritus of MIT Corporation
Member of National Academy of Engineering, USA
132,855 0.00% | Ph.D.in Electrical Engineering, National Chengkung University, Taiwan Chairman of:
Former President, Vanguard International Semiconductor Corp. - TSMC China Company Limited
Former President, TSMC - Global Unichip Corp.
Former Deputy CEO, TSMC Director of:
- digimax, Inc.
- Allegro Manufacturing Pte, Ltd.
14,276 0.00% | Bachelor Degree in Electrical Engineering, National Taiwan University
Ph.D. in Economics, Pennsylvania State University, University Park, USA
Former President, Chung-Hua Institution for Economic Research
Former Minister of the Council for Economic Planning and Development, Executive Yuan
Professor, Dept. of Economics, National Taiwan University
- - Ph.D. in Material Science, Cornell University, USA President, New Businesses, TSMC
Former President, Vanguard International Semiconductor Corp. Director, TSMC subsidiaries
Former Executive Vice President, Worldwide Marketing and Sales, TSMC
Former COO, TSMC
Former President & CEQ, TSMC
- - | Honours Degree in Engineering, Loughborough University Chairman of the Supervisory Board, NXP
Fellow of the Royal Academy of Engineering Director of:
Former Chairman and CEO, ICL Plc - Sony Corporation, Japan
Former CEO and Chairman of the Executive Committee, British Telecommunications Plc - L.M. Ericsson, Sweden
Vice President, the British Quality Foundation - Mentor Graphics Corporation Inc., Oregon, USA
- Actis Capital LLP, London
Member of:
- The Longreach Group Advisory Board
- The Sony Corporation Advisory Board
- New Venture Partners LLP Advisory Board
Advisor to Apax Partners LLP
Board Mentor, CMi
Senior Advisor to Rothschild, London
- - | Ph.D., Economics, Harvard University
Former Dean, Sloan School of Management, MIT
Jerome and Dorothy Lemelson Professor of Management and Economics, Sloan School of
Management, MIT
Former Director, Analog Devices Inc.
16,116 0.00% | BSEE and MSEE in National Chiao Tung University, Taiwan Group Chairman, iD SoftCapital
Honorary EE Ph.D. in National Chiao Tung University, Taiwan Director of:
Honorary Doctor of Technology, The Hong Kong Polytechnic University - Acer Incorporated
Honorary Fellowship, University of Wales, Cardiff, UK - Qisda Corporation
Honorary Doctor of International Law, Thunderbird, American Graduate School of International - Wistron Corporation
Management, USA - Nan Shan Life Insurance Company, Ltd.
Former Chairman, CEO and Co-Founder, Acer Group
- - | Bachelor Degree in Medieval History and Philosophy, Stanford University Chairman and CEO, Carly Fiorina Enterprises
Master Degree in Business Administration, Robert H. Smith School of Business, University of
Maryland at College Park, Md.
Master Degree in Science, MITs Sloan School
Former Senior Management, AT&T and Lucent Technologies
Former President and CEQ, Hewlett-Packard
Former Chairman of the Board, Hewlett-Packard
Member, MIT Corporation
Chairman, Technology Policy Institute, Washington, D.C.
Vice-Chairman, Initiative for Global Development

(Continued)
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Title/Name Date Elected Term Expires Date First Elected

Shareholding When Elected Current Shareholding

Shares % Shares %

Independent Director 06/10/2009 06/09/2012 06/10/2009 - - - -

Thomas J. Engibous

Remarks:
1. No member of the Board of Directors held TSMC shares by nominee arrangement.

2. No member of the Board of Directors had a spouse or relative within two degrees of consanguinity serving as a manager or director at TSMC.

Note 1: Effective on April 22, 2009, Mr. Tian-Jy Chen was appointed as the representative of National Development Fund, Executive Yuan.
Note 2: All directors had been re-elected at the 2009 Annual Shareholders’ Meeting. Professor Lester C. Thurow was not re-elected as an independent director of TSMC. Therefore, the tenure of Professor Lester C. Thurow expired on June 9,

2009.
Note 3: Ms. Carleton Fiorina resigned as an independent director of TSMC on November 30, 2009.
Note 4: Major Shareholder of TSMC's Director that is an Institutional Shareholder.

Director that is an Institutional Shareholder of TSMC

Top 10 Shareholders

National Development Fund, Executive Yuan

Not Applicable

Note 5: Major institutional shareholders of National Development Fund: Not applicable.

2.4.2 Directors’ Professional Qualifications and Independence Analysis

According to the relevant requirements set by Taiwan’s Securities and Futures Bureau, the professional qualifications and independence status of

the Company’s Board members are listed in the table below.

Meet One of the Following Professional Qualification Requirements, Together with at Least Five Years Work Experience

An Instructor or Higher Position in a Department A Jque, Public Prosecutor, Attorne)_/, Certified
. - Public Accountant, or Other Professional or . .
Name/Criteria of Commerce, Law, Finance, Accounting, or Technical Specialists Who Has Passed a National Have Work Experience in the Area of Commerce,
Other Academic Department Related to the lcal >p [P Law, Finance, or Accounting, or Otherwise
) ) - Examination and Been Awarded a Certificate in .
Business Needs of the Company in a Public or } . Necessary for the Business of the Company
X ) - a Profession Necessary for the Business of the
Private Junior College, College or University
Company
Chairman v
Morris Chang
Vice Chairman v
F.C. Tseng
Director v
Tian-Jy Chen
Director v
Rick Tsai
Independent Director v
Sir Peter Leahy Bonfield
Independent Director v
Lester Carl Thurow (Note 2)
Independent Director v
Stan Shih
Independent Director v
Carleton (Carly) S. Fiorina (Note 3)
Independent Director
. v
Thomas J. Engibous (Note 4)

Note 1: Directors, during the two years before being elected or during the term of office, meet any of the following situations, please tick the appropriate corresponding boxes:

Not an employee of the company or any of its affiliates;

~

company holds, directly or indirectly, more than 50% of the voting shares;

w

outstanding shares of the company or ranking in the top 10 in holdings;

~ o v s

consultation to the company or to any affiliate of the company, or a spouse thereof;

o o

Not been a person of any conditions defined in Article 30 of the Company Law; and
10. Not a governmental, juridical person or its representative as defined in Article 27 of the Company Law.

Not a director or supervisor of the company or any of its affiliates. The same does not apply, however, in cases where the person is an independent director of the company, its parent company, or any subsidiary in which the
Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or held by the person under others’ names, in an aggregate amount of 1% or more of the total number of
Not a spouse, relative within the second degree of kinship, or lineal relative within the fifth degree of kinship, of any of the persons in the preceding three subparagraphs;

Not a director, supervisor, or employee of a corporate/institutional shareholder that directly holds 5% or more of the total number of outstanding shares of the company or that holds shares ranking in the top five in holdings;
Not a director, supervisor, officer, or shareholder holding 5% or more of the shares of a specified company or institution that has a financial or business relationship with the company;

Not a professional individual who, or an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership, company, or institution that, provides commercial, legal, financial, accounting services or

Not having a marital relationship, or a relative within the second degree of kinship to any other director of the company;

Note 2: Professor Lester Thurow's tenure expired on June 9, 2009 because he was not re-elected at the 2009 Annual Shareholders’ Meeting.

Note 3: Ms. Carleton Fiorina resigned as an independent director of TSMC on November 30, 2009.

Note 4: Mr. Thomas Engibous was elected as TSMC's independent director at the 2009 Annual Shareholders’ Meeting on June 10, 2009.



Spouse & Minor Shareholding

N Selected Education, Past Positions & Current Positions at Non-profit Organizations Selected Current Positions at TSMC and Other Companies
Shares %
- - | Bachelor Degree in Electrical Engineering, Purdue University Lead Director, J. C. Penney Company Inc.
Master Degree in Electrical Engineering, Purdue University
Honorary Doctorate in Engineering, Purdue University
Member, National Academy of Engineering
Former Executive Vice President and President of the Semiconductor Group, Texas Instruments Inc.
Former President and CEO, Texas Instrument Inc.
Former Chairman of the Board, Texas Instrument Inc.
Former Chairman of the Board of Catalyst
Honorary Director of Catalyst
Trustee, Southwestern Medical Foundation
Member, The Business Council
Criteria (Note 1)
Number of Other Taiwanese Public
Companies Concurrently Serving as an
1 2 4 5 6 7 8 9 10 Independent Director
v v v v v v v v 0
v v v v v v v v 0
v v v v v v v v 0
v v v v v v v 0
v v v v v v v v v 0
v v v v v v v v v 0
v v v v v v v v v 0
v v v v v v v v v 0
v v v v v v v v v 0
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2.4.3 Remuneration Paid to Directors (Note 1)

Unit: NT$ thousands

Remuneration Total Remuneration

(A+B+C+D) as a % of 2009
Net Income

Severance Pay and Pensions

(8) (Note 5) Bonus to Directors (C) (Note 6)

Base Compensation (A) Allowances (D) (Note 7)

Title/Name
From All
Consolidated
Entities

From All
Consolidated
Entities

From All
Consolidated
Entities

From All
Consolidated
Entities

From All
Consolidated
Entities

From TSMC From TSMC From TSMC From TSMC From TSMC

Chairman & CEO
Morris Chang

Vice Chairman
F.C. Tseng

Director & President of New Businesses
Rick Tsai

Independent Director
Sir Peter Leahy Bonfield

25,792 25,792 1,858 1,858 59,692 59,692 275 275 0.11% 0.11%
Independent Director

Lester Carl Thurow (Note 2)
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Independent Director
Stan Shih

Independent Director
Carleton (Carly) S. Fiorina (Note 3)

Independent Director
Thomas J. Engibous (Note 4)

National Development Fund, Executive Yuan
Representatives:

Director

Tain-Jy Chen

0 0 0 0 8,000 8,000 0 0

Note 1: Remuneration Policies: The base compensation for the Chairman, Vice-Chairman and directors are determined in accordance with the procedures set forth in TSMC's Articles of Incorporation. The Articles of Incorporation also
provides that TSMC shall allocate no more than 0.3% of earnings available for distribution as bonus to directors. The distribution of compensation to directors shall be made in accordance with TSMC's “Rules for Distribution of
Compensation to Directors”.

Note 2: Professor Lester Thurow's tenure expired on June 9, 2009 because he was not re-elected at the 2009 Annual Shareholders’ Meeting.

Note 3: Ms. Carleton Fiorina resigned as an independent director of TSMC on November 30, 2009.

Note 4: Mr. Thomas Engibous was elected as TSMC's independent director at the 2009 Annual Shareholders’ Meeting on June 10, 2009.

Note 5: Pensions funded according to applicable law.

Note 6: The Board adopted a proposal for 2009 bonus to TSMC's directors in the amount of NT$67,692 thousand at its meeting on February 9, 2010. The proposed bonus will be effected upon the approval of shareholders at the
Annual Shareholders’ Meeting on June 15, 2010.

Note 7: Includes the expense for company cars and gasoline reimbursement. The cars were fully depreciated. Excludes compensation paid to company drivers totaled NT$4,110 thousand.

Note 8: Includes the employees’ cash bonus distributed on February 12, 2010.

Note 9: The Board adopted a proposal for 2009 employee profit sharing distribution in 2010 with respect to 2009 earnings at its meeting on February 9, 2010. The above-mentioned figures are preliminary and the proposed employee
profit sharing distribution will be processed after the approval of the same by shareholders at the Annual Shareholders’ Meeting on June 15, 2010.

Note 10: Represents the number of cumulative employee stock options exercisable as of the date of this Annual Report. (Unit: thousand shares)

Note 11: Total remuneration and compensation earned as employees paid to TSMC's directors in 2008 was NT$303,403 thousand, accounting for 0.3% of 2008 net income.

Remuneration Paid to Directors

2009

Total Remuneration (A+B+C+D) Total Compensation (A+B+C+D+E+F+G)

From TSMC ‘ From All Consolidated Entities From TSMC From All Consolidated Entities

Under NT$2,000,000

Rick Tsai (Note)

NT$2,000,000 ~ NT$5,000,000

NT$5,000,000 ~ NT$10,000,000

National Development Fund, Executive Yuan
Lester Carl Thurow, Stan Shih, Thomas J. Engibous

National Development Fund, Executive Yuan
Lester Carl Thurow, Stan Shih, Thomas J. Engibous

NT$10,000,000 ~ NT$15,000,000

Sir Peter Leahy Bonfield, Carleton (Carly) S. Fiorina

Sir Peter Leahy Bonfield, Carleton (Carly) S. Fiorina

NT$15,000,000 ~ NT$30,000,000

Morris Chang (Note), F.C. Tseng

F.C. Tseng

NT$30,000,000 ~ NT$50,000,000

NT$50,000,000 ~ NT$100,000,000

Over NT$100,000,000

Morris Chang (Note), Rick Tsai (Note)

Total

9

9

Note: According to the Company’s Articles of Incorporation, directors who also serve as executive officers of this Corporation are not entitled to receive bonus to directors. As a result, no director bonus was paid to Dr. Rick Tsai. Effective
on June 12, 2009, Dr. Morris Chang was appointed as Chief Executive Officer of TSMC, no director bonus was paid to him afterwards.



Compensation Earned as Employees of TSMC or of TSMC's Consolidated Entities

Total Compensation

Compensation
Base Compensation, Bonuses, Severance Pay and Pensions Employee Profit Sharing (G) (Note 9) Exercisable Employee Stock (A+B+C+D+E+F+G) as a % p e
and Allowances (E) (Note 8) (F) (Note 5) pioy 9 Options (H) (Note 10) of 2009 Net Income (Note 11) Directors
From All From All From TSMC From All Consolidated Entities From All From All f’°’|T?dN°“(1’
From TSMC Consolidgt'ed From TSMC Consolida.ltled Cash Stock (Fair Cash Stock (Fair | From TSMC Consolidaltled From TSMC Consolida.tled consthl”i;;ttees
Entities Entities Market Value) Market Value) Entities Entities
149,806 149,806 671 671 140,814 0 140,814 0 827 827 0.43% 0.43% None
0 0 0 0 0 0 0 0 0 0
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2.5 Management Team

2.5.1 Information Regarding Management Team

Shareholding Spouse & Minor TSMC Shareholding by

Title/Name On-board Date (Note 1) Nominee Arrangement (Shares)

Shareholding % Shareholding %

Chairman & CEO 01/01/1987 118,587,914 0.46% 85,217 0.00% -
Morris Chang (Note 2)

TSMC ANNUAL REPORT 2009

President 12/18/1989 33,654,505 0.13% - - -
New Businesses
Rick Tsai

Senior Vice President & Chief Information Officer 12/16/1996 15,055,693 0.06%
Information Technology & Materials Management
and Risk Management

Stephen T. Tso
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Senior Vice President 11/15/1993 13,000,573 0.05% - - -
Operations
Mark Liu

Senior Vice President 02/01/1998 8,444,325 0.03% 261 0.00% -
Business Development
C.C. Wei

Senior Vice President 11/10/2009 2,412,481 0.01% - - -
Research & Development
Shang-yi Chiang

Vice President 01/01/1987 7,699,595 0.03% 102,722 0.00% -
Mainstream Fab Operations/Affiliates
M.C. Tzeng

Vice President & General Counsel 01/02/2002 1,939,892 0.01% - - -
Legal
Richard Thurston

Vice President, Chief Financial Officer & 06/01/1999 6,221,080 0.02% 110,268 0.00% -
Spokesperson
Finance
Lora Ho

Vice President 07/01/2000 5,098,778 0.02% - - -
Materials Management and Risk Management
P.H. Chang (Note 3)

Vice President 07/01/2004 2,881,127 0.01% - - -
Operations
Wei-Jen Lo

Vice President 03/31/2005 2,488,320 0.01% 122 0.00% -
Worldwide Sales and Marketing
Jason C.S. Chen

Vice President & Chief Technology Officer 06/02/1997 4,817,095 0.02% - - -
Research and Development
Jack Sun

Vice President 03/31/2006 2,015,726 0.01% - - -
Deputy Head of Research and Development
Design and Technology Platform

Fu-Chieh Hsu

Vice President 01/01/1987 6,184,823 0.02% 140,808 0.00% -
Operations
Y.P. Chin

Vice President 03/01/2000 2,051,180 0.01% 1,103,253 0.00% -
Quality and Reliability
N.S. Tsai

Vice President 11/14/1997 0 0.00% - - -
President of TSMC North America
Rick Cassidy

Vice President 01/01/1987 9,310,067 0.04% 1,252,481 0.00% -
Human Resources
LCTu

Note 1: On-board date means the offical date joining TSMC.
Note 2: Effective June 12, 2009, the Chairman of the Board, Dr. Morris Chang, was appointed as Chief Executive Officer of TSMC.
Note 3: Mr. P.H. Chang's special retirement has been approved and will be effective starting from March 31, 2010.




As of 02/28/2010

Education & Selected Past Positions

Selected Current Positions at Other Companies

Managers Who are Spouses or within Second-degree Relative
of Consanguinity to Each Other

Title

Name

Relation

Ph.D., Electrical Engineering, Stanford University, USA

Chairman, Industrial Technology Research Institute

President & Chief Operation Officer, General Instrument Corporation
Group Senior Vice-President, Texas Instrument

None

Ph.D., Material Science, Cornell University, USA

Chief Executive Officer, TSMC

Chief Operating Officer, TSMC

Executive Vice President, Worldwide Marketing and Sales, TSMC
President, Vanguard International Semiconductor Corp.

Director, TSMC subsidiaries

Ph.D., Materials Science & Engineering, University of California, Berkeley, USA
President, WaferTech, L.L.C.
Senior Vice President, Operations, TSMC

Director, TSMC subsidiaries

Ph.D., Electrical Engineering & Computer Science, University of California, Berkeley, USA
Senior Vice President, Advanced Technology Business, TSMC

Vice President, South Site Operation, TSMC

President, Worldwide Semiconductor Manufacturing Corp.

None

Ph.D., Electrical Engineering, Yale University, USA

Senior Vice President, Mainstream Technology Business, TSMC

Vice President, South Site Operation, TSMC

Senior Vice President, Chartered Semiconductor Manufacturing Ltd.

Director, TSMC subsidiaries
Director, TSMC affiliates

Ph.D., Electrical Engineering, Stanford University, USA
Senior Vice President, Research and Development, TSMC

Director, TSMC subsidiaries
Director, TSMC affiliates

Master, Applied Chemistry, Chungyuan University, Taiwan
Vice President, Mainstream Technology Business, TSMC
Senior Director, Fab 2 Operation, TSMC

None

Department
Manager

M.J. Tzeng

Siblings

1.D., Rutgers School of Law, State University of New Jersey, USA

Ph.D., History, University of Virginia, USA

Partner, Haynes Boone, LLP.

Vice President Corporate Staff, Assistant General Counsel, Texas Instruments Incorporated

Director, TSMC subsidiaries
Director, TSMC affiliates

Master, Business Administration, National Taiwan University, Taiwan
Director, Accounting, TSMC
Vice President & CFO, TI-Acer Semiconductor Manufacturing Corp.

Director and/or Supervisor, TSMC subsidiaries
Director, TSMC affiliates

Ph.D., Materials Science & Engineering, Purdue University, USA None - -
Vice President, Human Resources, TSMC

Senior Director, Materials Management, TSMC

Vice President, Worldwide Semiconductor Manufacturing Corp.

Ph.D., Solid State Physics & Surface Chemistry, University of California, Berkeley, USA None

Vice President, Advanced Technology Business, TSMC

Vice President, Research & Development, TSMC

Vice President, Operation II, TSMC

Director, Advanced Technology Development & CTM Plant Manager, Intel

Master, Business Administration, University of Missouri-Columbia, USA
Vice President & Co-Director of Worldwide Sales & Marketing Group, Intel

Director, TSMC subsidiaries

Ph.D., Electrical Engineering, University of lllinois at Urbana-Champaign, USA
Senior Director, Logic Technology Division, TSMC
R&D, International Business Machines

None

Ph.D., Electrical Engineering and Computer Sciences, University of California, Berkeley, USA
Chairman, Monolithic System Technology Inc.

Chairman, Myson Technology Inc.

Vice President, Integrated Device Technology Inc.

Director, TSMC subsidiaries

Master, Electrical Engineering, National Cheng Kung University, Taiwan None -
Vice President, Advanced Technology Business, TSMC
Senior Director, Product Engineering & Services, TSMC
Ph.D., Material Science, Massachusetts Institute of Technology, USA None -

Senior Director, Assembly Test Technology & Service, TSMC
Vice President, Operations, Vanguard International Semiconductor Corp.

Bachelor, Engineering Technology, United States Military Academy at West Point, USA
Vice President of TSMC North America Account Management

Director, TSMC North America

Master, Business Administration, Tulane University, USA
Senior Director, Corporate Planning Organization, TSMC
Senior Director, Fab 5 Operation, TSMC

None
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2.5.2 Compensation Paid to CEO, President and Vice Presidents (Note 1)

Unit: NT$ thousands

Salary Severance Pay and Pensions (Note 5) Bonuses and Allowances (Note 6)
Title Name From All From All From All
From TSMC Consoildated From TSMC Consoildated From TSMC Consoildated
Entities Entities Entities
Chairman & Chief Executive Officer Morris Chang (Note 2)
President Rick Tsai
New Businesses
Senior Vice President & Chief Information Officer Stephen T. Tso
Information Technology & Materials Management and
Risk Management
Senior Vice President Mark Liu
Operations
Senior Vice President C.C. Wei
Business Development
Senior Vice President Shang-yi Chiang (Note 3)
Research and Development
Vice President M.C. Tzeng
Mainstream Fab Operations/Affiliates
Vice President & General Counsel Richard Thurston
Legal
Vice President, Chief Financial Officer & Spokesperson Lora Ho
Finance
Vice President PH. Chang 54,570 65,621 5,575 13,008 420,989 487,275
Materials Management and Risk Management
Vice President Wei-Jen Lo
Operations
Vice President Jason C.S. Chen
Worldwide Sales and Marketing
Vice President & Chief Technology Officer Jack Sun
Research and Development
Vice President Fu-Chieh Hsu
Deputy Head of Research and Development
Design and Technology Platform
Vice President Y.P. Chin
Operations
Vice President N.S. Tsai
Quality and Reliability
Vice President Rick Cassidy
President of TSMC North America
Vice President L.C. Tu (Note 4)
Human Resources

Note 1: Compensation Policy: The cash compensation and profit sharing paid to CEO, the President and each vice president are also reviewed by the Compensation Committee individually based on their job responsibility, contribution,
performance and projected future risks facing the Company before the compensation and profit sharing proposals are submitted to the Board of Directors for approval.

Note 2: Effective June 12, 2009, the Chairman of the Board, Dr. Morris Chang, was appointed as Chief Executive Officer of TSMC.

Note 3: Mr. Shang-yi Chiang was appointed as Senior Vice President on November 10, 2009.

Note 4: Mr. L.C. Tu was promoted on August 11, 2009.
Note 5: Pensions funded according to applicable law.

Note 6: Includes the expense for company cars, gasoline reimbursement and employees’ cash bonus distributed on February 12, 2010. Excludes compensation paid to company drivers totaled NT$3,285 thousand.

Note 7: The Board adopted a proposal for 2009 employee profit sharing distribution in 2010 with respect to 2009 earnings at its meeting on February 9, 2010. The above-mentioned figures are preliminary and the proposed employee
profit sharing distribution will be processed after the approval of the same by shareholders at the Annual Shareholders’ Meeting on June 15, 2010.

Note 8: Total compensation paid to TSMC's President and vice presidents in 2008 was NT$784,464 thousand, accounting for 0.78% of 2008 net income.

Note 9: Represents cumulative employee stock options exercisable as of the date of this Annual Report.

Compensation Paid to CEO, President and Vice Presidents

2009

From TSMC

From All Consolidated Entities

Under NT$2,000,000

From NT$2,000,000 ~ NT$5,000,000

From NT$5,000,000 ~ NT$10,000,000

From NT$10,000,000 ~ NT$15,000,000

From NT$15,000,000 ~ NT$30,000,000

Shang-yi Chiang, Y.P. Chin, N.S. Tsai, L.C. Tu

From NT$30,000,000 ~ NT$50,000,000

M.C. Tzeng, Richard Thurston, Lora Ho, P.H. Chang, Wei-Jen Lo, Jason C.S. Chen, Jack Sun, Fu-Chieh Hsu

From NT$50,000,000 ~ NT$100,000,000

Stephen T. Tso, Mark Liu, C.C. Wei, Rick Cassidy

Over NT$100,000,000

Morris Chang, Rick Tsai

Total
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Employee Profit Sharing (Note 7)

Total Compensation as a % of 2009 Net

Exercisable Employee Stock Options

Income (Note 8) (Note 9) Compensation
. ” Received from
From TSMC From All Consoildated Entities Erom Al From All | Non-consoildated
Stock Stock From TSMC Consoildated From TSMC Consoildated |  Affiliates
Cash ; Cash f Entities Entities
(Fair Market Value) (Fair Market Value)
395,314 0 395,314 0 0.98% 1.08% 2,626 3,597 None
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2.5.3 Employee Profit Sharing Granted to Management Team (Note 1)

Unit: NT$ thousands

Title Name
Chairman & Chief Executive Officer Morris Chang (Note 2)
President Rick Tai

New Businesses

Senior Vice President & Chief Information Officer

Information Technology & Materials Management and Risk Management Stephen T. Tso

Senior Vice President

Operations Meark Liu
= Senior Vice President
T ) C.C. Wei
o Business Development
o o .
a Senior Vice President .
E Research and Development Shang:i Chiang (Note 3)
= ) .
= V\cg President ‘ 5 M.C. Treng
S Mainstream Fab Operations/Affiliates
(@] .
O Vice President & General Counsel Richard Thurston
Legal
Vice President, Chief Financial Officer & Spokesperson
) Lora Ho
Finance
Vice President
Materials Management and Risk Management P.H. Chang
Vice President Weilen Lo

Operations

Vice President

Worldwide Sales and Marketing Jason CS. Chen

Vice President & Chief Technical Officer

Research and Development Jack Sun

Vice President
Deputy Head of Research and Development Fu-Chieh Hsu
Design and Technology Platform

Vice President

Operations Y.P. Chin

Vice President

Quality and Reliability N.S. Tsai

Vice President

Human Resources L.C. Tu (Note 4)

Senior Director

) Jan Kees van Vliet
Finance

Senior Director

New Businesses Y.C. Chao (Note 5)

Senior Director

Corporate Planning Irene Sun (Note 6)

Note 1: The Board adopted a proposal for 2009 employee profit sharing distribution in 2010 with respect to 2009 earnings at its meeting on February 9, 2010. The above-mentioned figures are preliminary and the proposed employee
profit sharing distribution will be processed after the approval of the same by shareholders at the Annual Shareholders’ Meeting on June 15, 2010.

Note 2: Effective June 12, 2009, the Chairman of the Board, Dr. Morris Chang, was appointed as Chief Executive Officer of TSMC.

Note 3: Mr. Shang-yi Chiang was appointed as Senior Vice President on November 10, 2009.

Note 4: Mr. L.C. Tu was promoted on August 11, 2009.

Note 5: Mr. Y.C. Chao was promoted on May 6, 2009.

Note 6: Ms. Irene Sun was promoted on August 11, 2009.




Stock
(Fair Market Value)

Cash

Total Employee Profit Sharing

Total Employee Profit Sharing Paid to
Management Team as a % of 2009 Net Income

421,097

421,097

0.47%
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3. QUNAUNATE GOV ENANCE

TSMC advocates and acts upon the principles of operational transparency and respect for shareholder rights. We believe that the basis for
successful corporate governance is a sound and effective Board of Directors. In line with this principle, TSMC's Board of Directors established an
Audit Committee in 2002 and a Compensation Committee in 2003.

TSMC's corporate governance won international recognition in 2009: Corporate Governance Asia honored TSMC with its “Corporate Governance
Asia Recognition in Taiwan". FinanceAsia Magazine ranked TSMC's corporate governance as the best among all companies in Taiwan with its “Best
at Corporate Governance” for the Taiwan region.

3.1 Board of Directors

TSMC's Board of Directors consists of seven (Note) distinguished members with a great breadth of experience as world-class business leaders or
scholars. Three of the seven members are independent directors: former British Telecommunications Chief Executive Officer, Sir Peter Bonfield;
former Acer Group Chairman, Mr. Stan Shih; and former Texas Instrument Inc. Chairman of the Board, Mr. Thomas J. Engibous. Under the
leadership of Chairman Morris Chang, TSMC's Board of Directors takes a serious and forthright approach to its duties and is a serious, competent
and independent Board.

In the spirit of Chairman Chang'’s approach to corporate governance, a board of directors’ primary duty is to supervise. The Board should supervise
the Company’s: compliance with relevant laws and regulations; financial transparency; timely disclosure of material information, and maintaining
of highest integrity within the Company. TSMC's Board of Directors strives to perform through the Audit Committee and the Compensation
Committee, the hiring of a financial expert for the Audit Committee, coordination with the Internal Audit department, and through the
ombudsman reporting system.

The second duty of the board of directors is to provide guidance to the management team of the Company. Quarterly, TSMC's management
reports to the TSMC Board on a variety of subjects. The management also reviews the Company’s business strategies with the Board. Furthermore,
the management often reviews with and updates TSMC's Board on the progress of the strategies, obtaining Board guidance as appropriate.

The third duty of the Board of Directors is to evaluate the management’s performance and to dismiss officers of the Company when necessary.
TSMC'’s management has maintained a healthy and functional communication with TSMC Board of Directors, has been devoted in executing
guidance of TSMC Board of Directors, and is dedicated in running the business operations, all to achieve the best interests for TSMC shareholders.

Note: Throughout most of 2009, TSMC's Board of Directors consisted of eight directors. Ms. Carleton Fiorina resigned as an independent director
of TSMC on November 30, 2009, because she planned to devote her full time and energy to US senatorial campaign.
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Board of Directors Meeting Status
Dr. Morris Chang, the Chairman of the Board of Directors, convened four regular meetings and three special meetings in 2009. The directors’
attendance status is as follows:

. Attendance Attendance Rate

Title Name in Person By Proxy in Person (%) Notes

Chairman Morris Chang 7 0 100% | Renewal of office (Re-elected on June 10)

Vice Chairman F.C. Tseng 7 0 100% | Renewal of office (Re-elected on June 10)

Director National Development Fund, 2 5 29% Renewal of office (Re-elected on June 10)

Executive Yuan Representative: The former representative of the National Development Fund, Mr. Chintay Shih,
Tian-Jy Chen resigned on November 10, 2008. Mr. Tian-Jy Chen was appointed as the representative

on April 22, 2009.

Director Rick Tsai 7 0 100% | Renewal of office (Re-elected on June 10)

Independent Director | Sir Peter Leahy Bonfield 4 3 57% | Renewal of office (Re-elected on June 10)
Sir Peter Bonfield participated in the discussion through telephone at two Special
Meetings, represented by proxy.

Independent Director | Lester Carl Thurow 0 2 0% | Term Expired (Professor Thurow's tenure expired on June 9, 2009 because he was not
re-elected at the 2009 Annual Shareholders’ Meeting.)

Independent Director | Stan Shih 7 0 100% | Renewal of office (Re-elected on June 10)

Independent Director Carleton (Carly) S. Fiorina 1 5 17% Renewal of office (Re-elected on June 10)
Ms. Fiorina resigned as an independent director of TSMC on November 30, 2009.
Mes. Fiorina participated in the discussion through telephone at one special meeting,
represented by proxy.

Independent Director | Thomas J. Engibous 3 0 75% | New office assumed (Elected on June 10)
Mr. Engibous attended via telephone at one special meeting.

Annotations:

1.1n 2009, there were no written or otherwise recorded resolutions on which an independent director had a dissenting opinion or qualified opinion.

2. There were no recusals of Directors due to conflicts of interests in 2009.

3. Measures taken to strengthen the functionality of the Board: We believe that the basis for successful corporate governance is a sound and effective Board of Directors. In line with this principle, TSMC's Board of
Directors has established an Audit Committee and a Compensation Committee to assist the Board in carrying out its various duties.

3.1.1 Audit Committee

The Audit Committee assists the Board in carrying out its financial oversight responsibilities and other duties as set forth in the Company Act, the
Securities and Exchange Act, and other applicable laws and regulations. Matters required to be reviewed by the Audit Committee include the
Company's: financial reports; auditing and accounting policies and procedures; internal control systems; material asset or derivatives transactions;
offering or issuance of any equity-type securities; hiring or dismissal of an attesting CPA, or the compensation given thereto; and appointment or
discharge of financial, accounting, or internal auditing officers.

TSMC's Audit Committee is empowered by its Charter to conduct any study or investigation it deems appropriate to fulfill its responsibilities. It has
direct access to TSMC's internal auditors, the Company’s independent auditors, and all employees of the Company. The Committee is authorized
to retain and oversee special legal, accounting, or other consultants as it deems appropriate to fulfill its mandate.

As of February 2010, the Audit Committee was comprised of all three independent directors and had engaged a financial expert consultant. The
Audit Committee Charter is available on TSMC's corporate website.

Audit Committee Meeting Status
Sir Peter Bonfield, Chairman of the Audit Committee, convened four regular meetings and three special meetings in 2009. The Committee
members’ attendance status is as follows:

. Attendance Attendance Rate

Title Name in Person By Proxy in Person (%) Notes

Chair Sir Peter Leahy Bonfield 7 0 100% | Renewal of office (Note)

Member Lester Carl Thurow 1 2 33% | Term Expired (After the re-election of the Board of Directors at the 2009 Annual
Shareholders’ Meeting on June 10, 2009, Professor Thurow did not become a member
of the Audit Committee.)

Member Stan Shih 7 0 100% Renewal of office (Note)

Member Carleton (Carly) S. Fiorina 3 2 43% | Renewal of office (Note)

Ms. Fiorina resigned on November 30, 2009.

Member Thomas J. Engibous 4 0 100% New office assumed (Note)

Financial Expert J.C. Lobbezoo 7 0 100% | None

Annotations:

1. Resolution under Securities and Exchange Act §14-5 that was not submitted to the Audit Committee* but approved by all directors at the Board of Director's special meeting held on December 9, 2009:

Resolution: To approve investment in an amount not exceeding NT$6,300 million in Motech Industries, Inc.

* The urgency of the matter required an immediate resolution. Since most of the Audit Committee members were overseas, the meeting could not be effectively convened. Therefore, the matter was not submitted

to the Audit Committee for approval, but it was approved by all the directors present at the Board of Director's special meeting held on December 9, 2009.
2. There were no recusals of independent directors due to conflicts of interests in 2009.
3. Descriptions of the communications between the independent directors, the internal auditors, and the independent auditors in 2009 (e.g. the channels, items and/or results of the audits on the corporate finance
and/or operations, etc.):

1) The internal auditors have sent the audit reports to the members of the Audit Committee periodically, and presented the findings of all audit reports in the quarterly meetings of the Audit Committee. The head of
Internal Audit will immediately report to the members of the Audit Committee any material matters. During 2009, the head of Internal Audit did not report any irregularity. The communication channel between
the Audit Committee and the internal auditor functioned well.

2) The Company's independent auditors have presented the findings of their quarterly audits on the company's financial results. Under applicable laws and regulations, the independent auditors are also required to
immediately communicate to the Audit Committee any material matters that they have discovered. During 2009, the Company's independent auditors did not report any irregularity. The communication channel
between the Audit Committee and the independent auditors functioned well.

Note: Sir Peter Leahy Bonfield, Mr. Stan Shih, Ms. Carleton Fiorina and Mr. Thomas J. Engibous were elected as TSMC's independent directors and became members of the Audit Committee on June 10, 2009.



3.1.2 Compensation Committee

The Compensation Committee assists the Board in discharging its responsibilities related to TSMC's compensation and benefits policies, plans and
programs, and in the evaluation and compensation of TSMC's executives.

As of February 2010, the Compensation Committee was comprised of four members. All three independent directors served as voting members
of the Committee; the Chairman of the Board, Dr. Morris Chang, was a non-voting member. The Compensation Committee Charter is available

on TSMC's corporate website.

Compensation Committee Meeting Status

Mr. Stan Shih, Chairman of the Compensation Committee, convened four regular meetings in 2009. The Committee members’ attendance status

is as follows:
Title Name Attendancein Person Attendance Rate in Notes
Person (%)
Chair Stan Shih 4 100% | Renewal of office (Note)
Member Morris Chang 4 100% | Renewal of office (Note)
Member Sir Peter Leahy Bonfield 4 100% | Renewal of office (Note)
Term Expired (After the re-election of the Board of Directors
o at the 2009 Annual Shareholders’ Meeting on June 10,
Member Lester Car Thurow 0 0% 2009, Professor Thurow did not become a member of the
Compensation Committee.)
- Renewal of office (Note)
0y
Member Carleton (Carly) . Fiorina ! 2% Ms. Fiorina resigned on November 30, 2009.
Member Thomas J. Engibous 3 100% New office assumed (Note)

Note: Mr. Stan Shih, Sir Peter Leahy Bonfield, Ms. Carleton Fiorina and Mr. Thomas J. Engibous were elected as TSMC's independent directors and became members of the Compensation Committee on June 10, 2009. The Chairman of

the Board, Dr. Morris Chang, was a non-voting member.

3.2 Taiwan Corporate Governance Implementation as Required by the Taiwan Financial

Supervisory Commission

Item Implementation Status Non-implementation and lts
Reason(s)
1. Shareholding Structure & Shareholders’ Rights None
(1) Method of handling shareholder suggestions or complaints TSMC has designated appropriate departments, such as Investor Relations, Public
Relations, the SEC Compliance Department, Legal Department, etc., to handle
shareholder suggestions or complaints.
(2) The Company's possession of a list of major shareholders and a list of ultimate TSMC tracks the shareholdings of directors, officers, and shareholders holding more
owners of these major shareholders than 10% of the outstanding shares of TSMC.
(3) Risk management mechanism and “firewall” between the Company and its affiliates | TSMC has established appropriate guidelines in its “Internal Control System” and “TSMC
Invested Entity Governance and Management Policy”.
2. Composition and Responsibilities of the Board of Directors None
(1) Independent Directors Sir Peter Leahy Bonfield, Prof. Lester Carl Thurow (Note 1), Mr. Stan Shih, Ms. Carleton
(Carly) S. Fiorina (Note 2) and Mr. Thomas J. Engibous (Note 3) are the independent
directors of TSMC.
(2) Regular evaluation of external auditors' independence The TSMC Audit Committee regularly evaluates the independence of external auditors.
3. Communication channel with stakeholders TSMC has designated appropriate departments, such as Investor Relations, Public None
Relations, the SEC Compliance Department, etc., to communicate with stakeholders
on a case by case basis, as needed. Furthermore, the contact information providing
access to the Company's spokesperson and relevant departments is available on TSMC's
website.
4. Information Disclosure None
(1) Establishment of a corporate website to disclose information regarding the TSMC discloses information through its website http:/www.tsmc.com.
Company's financials, business and corporate governance status Since TSMCis a foreign private issuer with American Depository Receipts listed on the
New York Stock Exchange (NYSE), TSMC is subject to various NYSE regulations, one of
which requires TSMC to disclose the significant ways in which its corporate governance
practices differ from those followed by US domestic companies under NYSE listing
standards. Such disclosure information may be found at the following web address:
http://www.tsmc.com/download/english/e03_governance/NYSE_Section_303A.pdf
(2) Other information disclosure channels (e.g., maintaining an English-language TSMC has designated appropriate departments (.g. Investor Relations, Public Relations,
website, designating people to handle information collection and disclosure, the SEC Compliance Department, etc.) to handle the collection and disclosure of
appointing spokespersons, webcasting investors conference etc.) information as required by the relevant laws and regulations of Taiwan and other
jurisdictions.
TSMC has designated spokespersons as required by relevant regulations.
TSMC webcasts live investor conferences.
5. Operations of the Company's Nomination Committee, Compensation Committee, or TSMC's Board of Directors has established an Audit Committee and a Compensation None
other committees of the Board of Directors Committee. Please refer to the “Corporate Governance” section on pages 25-31 of this
Annual Report for details.

(Continued)
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6. If the Company has established corporate governance policies based on TSE Corporate Governance Best Practice Principles, please describe any discrepancy between the policies and their implementation.

TSMC does not establish corporate governance policies. For the status of TSMC's corporate governance, please refer to the “Corporate Governance” section on pages 25-31 of this Annual Report.

7. Other important information to facilitate better understanding of the Company's corporate governance practices (e.g., employee rights, employee wellness, investor relations, supplier relations, rights of stakeholders,
directors’ training records, the implementation of risk management policies and risk evaluation measures, the implementation of customer relations policies, and purchasing insurance for directors):

(1) Status of employee rights and employee wellness: Please refer to the “Employees” section on pages 54-56 of this Annual Report.

(2) Status of investor relations, supplier relations and rights of stakeholders: Please refer to the “Corporate Social Responsibility” on pages 69-75 of this Annual Report.
(3) Status of Risk Management Policies and Risk Evaluation: Please refer to the "Risk Management” section on pages 62-67 of this Annual Report.

(4) Status of Customer Relations Policies: Please refer to the “Customer Partnership” section on pages 52-53 of this Annual Report.

(5) TSMC maintains D&O Insurance for its directors and officers.
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8. If the Company has a self corporate governance evaluation or has authorized any other professional organization to conduct such an evaluation, the evaluation results, major deficiencies or suggestions, and
improvements are stated as follows: None

6 TSMC's corporate governance won international recognition in 2009: Corporate Governance Asia honored TSMC with its “Corporate Governance Asia Recognition in Taiwan". FinanceAsia Magazine ranked TSMC's
<ZE corporate governance as the best among all companies in Taiwan with its “Best at Corporate Governance” for the Taiwan region.
5 Note 1: Professor Lester Thurow's tenure expired on June 9, 2009 because he was not re-elected at the 2009 Annual Shareholders’ Meeting.
§ Note 2: Ms. Carleton Fiorina resigned as an independent director of TSMC on November 30, 2009.
@) Note 3: Mr. Thomas Engibous was elected as TSMC's independent director at the 2009 Annual Shareholders' Meeting on June 10, 2009.
()
]
< Continuing Education/Training of Directors in 2009
O
e Name Date Host by Training/Speech Title Duration
O Morris Chang (Note) 11/20 Taiwan GreTai Securities Market Corporate Social Responsibility in Taiwan 0.5 hour
F.C. Tseng 08/13 Taiwan Corporate Governance Association Facing the global financial crisis, how do companies deal with and create sustaining | 3 hours
capabilities
Sir Peter Leahy Bonfield 02/19 Ericsson Corporate Board Governance Programme 1 day
11/23 Mentor Graphics Corporation Inc. Corporate Governance 0.5 day
Morris Chang 06/11 TSMC Speech: “Outlook of Taiwan Economy” 0.5 hour
F.C. Tseng by Minister Chen Tain-Jy, Council for Economic Planning and Development, the
Sir Peter Leahy Bonfield Executive Yuan
Stan Shih
Thomas J. Engibous
Rick Tsai

1. From time to time, TSMC provides directors with information concerning regulatory requirements and developments as related to directors' activities. TSMC management also regularly presents updates on the
Company's business and other information to directors.
2. Regular regulatory update reports are provided by TSMC's General Counsel and by the Company's independent auditors at the Audit Committee meetings.

Note: Selected speeches on corporate governance and related topics.

Continuing Education/Training of Management in 2009

Title/Name Date Host by Training Duration
Director 09/24 Accounting Research and Development Summary on the latest industrial developments and key points to financial analysis 3 hours
Accounting Division mm Foundation Discussion on the advantages and action plans from directors, supervisors and 3 hours

Jessica Chol S } ; ; .
: ! executives in response to the implementation of IFRS (International Financial

Reporting Standard)

m/m Notice on the adoption of XBRL (Extensible Business Reporting Language) — Practice | 3 hours
and best implementation actions
12/10 The legal responsibility, action plans and case study of “insider transactions” for 3 hours
insider in publicly-held companies
Director 12/21 Institute of Internal Audit - ROC (IIA) Control Self-assessment: Facilitation Skills for Financial Reporting 6 hours
Efr:n;;:;dlt 03/06 - 03/07 2009 I1A Conference: 1A Value Creation & Corporate Governance 12 hours
11/19 The Second Annual Chief Audit Executive Forum 8 hours
Vice Presidents: 06/11 TSMC Speech: “Outlook of Taiwan Economy” 0.5 hour
Stephen T. Tso by Minister Chen Tain-Jy, Council for Economic Planning and Development, the
Mark Liu Executive Yuan
C.C. Wei
Richard Thurston
Lora Ho
P.H. Chang
Wei-Jen Lo
Jason Chen
Jack Sun
Fu-Chieh Hsu
Y.P. Chin

N.S. Tsai




3.3 Major Resolutions of Shareholders’
Meeting and Board Meetings

3.3.1 Major Resolutions of Shareholders’ Meeting
and Implementation Status

TSMC's 2009 regular Shareholders’ Meeting was held in Hsinchu,
Taiwan on June 10, 2009. At the meeting, shareholders present in
person or by proxy approved the following resolutions:
(1) The 2008 Business Report and Financial Statements
(2) The distribution of 2008 profits
(3) The capitalization of 2008 dividends, 2008 employee profit
sharing, and capital surplus
(4) The amendments to internal policies and rules as follows:
e Procedures for Lending Funds to Other Parties
e Procedures for Endorsement and Guarantee
(5) Election of eight directors (including four independent directors)

Implementation Status: All the resolutions of the Shareholders’
Meeting have been fully implemented in accordance with the
resolutions.

The eight newly elected directors: Morris Chang, F.C. Tseng, Peter
Leahy Bonfield (Independent Director), Stan Shih (Independent
Director), Carleton Sneed Fiorina (Independent Director), Thomas
J. Engibous (Independent Director), Tain-Jy Chen (representative
of National Development Fund, Executive Yuan) and Rick Tsai

3.3.2 Major Resolutions of Board Meetings

During the 2009 calendar year, and through the period of January 1
to February 28, 2010, five regular board meetings and three special
board meetings were convened. Major resolutions approved at these
meetings are summarized below:

(1) Regular Board Meeting of February 10, 2009:

e approving 2008 business report and financial statements

e approving distribution of 2008 profits, and the capitalization of
dividends, employee profit sharing and capital surplus

e convening the 2009 Annual Shareholders’ Meeting

e appointment of Dr. L. John Liang as the head of Internal Audit
of TSMC

(2) Special Board Meeting of April 17, 2009:

e listing four qualified candidates for independent directors to
stand for election at TSMC's 2009 regular Shareholders’
Meeting

(3) Regular Board Meeting of June 11, 2009:

e election of Dr. Morris Chang as the Chairman and Dr. F.C.
Tseng as the Vice Chairman of the Board of Directors

e appointment of Dr. Morris Chang as Chief Executive Officer
concurrent with his position as Chairman of the Board, effective
June 12, 2009

e appointment of Dr. Rick Tsai as President of New Businesses,
effective June 12, 2009
e approving capital appropriation of US$130 million
(4) Regular Board Meeting of August 11, 2009:
e approving capital appropriations of US$1,166.8 million
e approving 2009 semi-annual financial statements
e appointment of L.C. Tu as Vice President of TSMC
(5) Regular Board Meeting of November 10, 2009:
e approving capital appropriations of US$2,541.4 million
e appointment of Dr. Shang-yi Chiang as Senior Vice President of
TSMC
e appointment of Dr. Jack Sun as Chief Technology Officer of TSMC
e approving acquisition of shares of Semiconductor
Manufacturing International Corporation (SMIC) in accordance
with relevant agreements executed between TSMC and SMIC.
The actual acquisition of the SMIC shares shall be subject to the
approval of the relevant regulatory authorities in charge.
(6) Special Board Meeting of December 9, 2009
e approving investment in an amount not exceeding
NT$6,300 million in Motech Industries, Inc.
(7) Regular Board Meeting of February 8 & 9, 2010:
e approving 2009 business report and financial statements
e approving distribution of 2009 profits, and cash dividends and
employee profit sharing
e approving 2010 R&D and sustaining capital appropriations of
US$534.6 million
e approving capital appropriations of US$2,272.4 million
e approving amendments to TSMC's Articles of Incorporation
expanding the Company'’s business scope to encompass LED
lighting and solar energy
e convening the 2010 Annual Shareholders’ Meeting

3.3.3 Major Issues of Record or Written
Statements Made by Any Director
Dissenting to Important Resolutions Passed
by the Board of Directors from January 1,
2009 to February 28, 2010: None.
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3.4 Internal Control System Execution Status

Taiwan Semiconductor Manufacturing Company Limited
Statement of Internal Control System

Date: February 9, 2010

TSMC ANNUAL REPORT 2009

Based on the findings of a self-assessment, Taiwan Semiconductor Manufacturing Company Limited (TSMC) states the following with
regard to its internal control system during the period from January 1, 2009 to December 31, 2009:

—

. TSMC is fully aware that establishing, operating, and maintaining an internal control system are the responsibility of its Board of
Directors and management. TSMC has established such a system aimed at providing reasonable assurance regarding the achievement of
objectives in the following categories: (1) effectiveness and efficiency of operations (including profitability, performance, and
safeguarding of assets), (2) reliability of financial reporting, and (3) compliance with applicable laws and regulations.
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2. An internal control system has inherent limitations. No matter how perfectly designed, an effective internal control system can provide
only reasonable assurance of accomplishing the three objectives mentioned above. Moreover, the effectiveness of an internal control
system may be subject to changes of environment or circumstances. Nevertheless, the internal control system of TSMC contains
self-monitoring mechanisms, and TSMC takes corrective actions whenever a deficiency is identified.

3. TSMC evaluates the design and operating effectiveness of its internal control system based on the criteria provided in the Regulations
Governing the Establishment of Internal Control Systems by Public Companies (herein below, the “Regulations”). The criteria adopted by
the Regulations identify five components of internal control based on the process of management control: (1) control environment, (2)
risk assessment and response, (3) control activities, (4) information and communication, and (5) monitoring. Each component further
contains several items. Please refer to the Regulations for details.

4. TSMC has evaluated the design and operating effectiveness of its internal control system according to the aforesaid criteria.

5. Based on the findings of the evaluation mentioned in the preceding paragraph, TSMC believes that, during the year 2009, its internal
control system (including its supervision and management of subsidiaries), as well as its internal controls to monitor the achievement of
its objectives concerning operational effectiveness and efficiency, reliability of financial reporting, and compliance with applicable laws
and regulations, were effective in design and operation, and reasonably assured the achievement of the above-stated objectives.

6. This Statement will be an integral part of TSMC's Annual Report for the year 2009 and Prospectus, and will be made public. Any
falsehood, concealment, or other illegality in the content made public will entail legal liability under Articles 20, 32, 171, and 174 of the

Securities and Exchange Law.

7. This Statement has been passed by the Board of Directors in their meeting held on February 9, 2010, with zero of the seven attending
directors expressing dissenting opinions, and the remainder all affirming the content of this Statement.

Taiwan Semiconductor Manufacturing Company Limited

/

W Morris Chang,
't(_? Chairman & Chief Executive Officer

The disclosure of the external auditors’ opinion on TSMC's internal control is not applicable.




3.5 Status of Personnel Responsible for Preparing Financial Reports

3.5.1 Resignation or Dismissal of Personnel Responsible for Financial Report

Title Name Date Effective Date Resigned/Dismissed Reasons for Resignation or Dismissal

President & CEO Rick Tsai 07/01/2005 06/11/2009 Dr. Tsai was assigned as President of
New Businesses, effective on June 12,
2009.

Senior Director Jan Kees van Vliet 12/02/2003 02/10/2009 Mr. van Vliet was transferred to other

Internal Audit department.

3.5.2 Certification Details of Employees Whose Jobs are Related to the Release of the Company’s
Financial Information

Certfication Number of Employees

Internal Audit Finance
Certified Public Accountants (CPA) 1 16
US Certified Public Accountants (US CPA) 1 6
Certified Internal Auditor (CIA) 4 4
Chartered Financial Analyst (CFA) 0 3
Certified Management Accountant (CMA) 0 1
Financial Risk Manager (FRM) 0 2
Cerficate in Financial Management (CFM) 0 1
Certification in Control Self-Assessment (CCSA) 2 0
Certified Information Systems Auditor (CISA) 2 0
BS7799/1S0 27001 Lead Auditor 1 0

3.6 Information Regarding TSMC's Independent Auditor

3.6.1 Audit Fees

Unit: NT$ thousands

. Whether the CPA's Audit Period Covers an
Non-audit Fee gt Note
Entire Fiscal Year
Accounting Firm Name of CPA Audit Fee -
Systgm c.o mpany Human Others Subtotal Yes No Auqlt
Design | Registration Resource Period
Deloitte & Touche Hung-Peng Lin, 74,166 - 285 - 600 885 v
Shu-Chieh Huang,
and others

Note: Article 10-4 of Regulation Governing Information to be published in Annual Report of Public Companies was not applicable to TSMC.

3.6.2 TSMC did not replace its independent auditor during 2008, 2009, and as of February 28, 2010.

3.6.3 TSMC's Chairman, Chief Executive Officer, Chief Financial Officer, and managers in charge of its
finance and accounting operations did not hold any positions within TSMC's independent audit
firm or its affiliates during 2009.

3.7 Material Information Management Procedure

TSMC has established relevant procedures for material information management and disclosure. All relevant departments and employees are
required to comply with the procedures and other applicable regulations when they become aware of any potential material information and the
disclosure thereof.
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4 CAPITAL AND THANES

4.1 Capital and Shares

4.1.1 Capitalization

Unit: Share/NT$ As of 02/28/2010
Authorized Share Capital Capital Stock Remark
Month/ Issue Price Capital Increase Date of A L&A |
Year (Per Share) Shares Amount Shares Amount | Sources of Capital by Assets Other ate of Approval & Approva
Document No.
than Cash

03/2009 10 28,050,000,000 |  280,500,000,000 25,625,437,256 | 256,254,372,560 | Exercise of Employee Stock Options: None 03/09/2009 Yuan Shang Tzu
NT$1,462,990 No. 0980005952

08/2009 10 28,050,000,000 |  280,500,000,000 25,626,012,160 |  256,260,121,600 | Exercise of Employee Stock Options: None 08/17/2009 Yuan Shang Tzu
NT$5,749,040 No. 0980023001

08/2009 10 28,050,000,000 |  280,500,000,000 25,896,009,261 |  258,960,092,610 | Capitalization of Profits: None 08/18/2009 Yuan Shang Tzu
NT$1,931,207,890 No. 0980023041
Capitalization of Surplus:
NT$768,763,120

09/2009 10 28,050,000,000 | 280,500,000,000 |  25,896,353,344 | 258,963,533,440 | Exercise of Employee Stock Options: None 09/16/2009 Yuan Shang Tzu
NT$3,440,830 No. 0980026364

12/2009 10 28,050,000,000 | 280,500,000,000 |  25,900,662,339 | 259,006,623,390 | Exercise of Employee Stock Options: None 12/02/2009 Yuan Shang Tzu
NT$43,089,950 No. 0980034205
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4.1.2 Capital and Shares

Unit: Share As of 02/28/2010
Authorized Share Capital
Type of Stock Issued Shares Total
Listed Non-listed Total Unissued Shares

Common Stock 25,903,538,310 0 25,903,538,310 2,146,461,690 28,050,000,000

Shelf Registration: None.

4.1.3 Composition of Shareholders

Common Share As of 07/21/2009 (last record date)
Type of Shareholders Government F!naqcial Other Juridical Foreign Institutions Domestic Natural Total

Agencies Institutions Persons & Natural Persons Persons

Number of Shareholders 13 198 963 2,880 479,073 483,127
Shareholding 1,745,950,910 731,601,487 902,372,727 18,686,656,654 3,829,771,566 25,896,353,344
Holding Percentage (%) 6.74% 2.83% 3.48% 72.16% 14.79% 100.00%

Distribution Profile of Share Ownership

Common Share As of 07/21/2009 (last record date)
Shareholder Ownership (Unit: Share) Number of Shareholders Ownership Ownership (%)
1~999 161,754 41,589,053 0.16%
1,000 ~ 5,000 203,203 440,595,717 1.70%
5,001 ~ 10,000 54,267 361,987,632 1.40%
10,001 ~ 15,000 24,470 284,492,762 1.10%
15,001 ~ 20,000 8,878 150,909,308 0.58%
20,001 ~ 30,000 10,742 252,998,244 0.98%
30,001 ~ 40,000 4,792 162,454,549 0.63%
40,001 ~ 50,000 2,966 131,266,958 0.51%
50,001 ~ 100,000 5,553 377,524,893 1.46%
100,001 ~ 200,000 2,622 356,520,042 1.38%
200,001 ~ 400,000 1,463 407,436,198 1.57%
400,001 ~ 600,000 537 260,109,519 1.00%
600,001 ~ 800,000 268 185,295,595 0.72%
800,001 ~ 1,000,000 214 192,123,200 0.74%
Over 1,000,001 1,398 22,291,049,674 86.07%
Total 483,127 25,896,353,344 100.00%

Preferred Share: None.

4.1.4 Major Shareholders

Common Share

As of 07/21/2009 (last record date)

Shareholders Total Shares Owned Ownership (%)
ADR-Taiwan Semiconductor Manufacturing Company, Ltd. 5,487,565,383 21.19%
National Development Fund, Executive Yuan 1,653,709,980 6.39%
JPMorgan Chase Bank N.A. Taipei Branch in custody for Saudi Arabian Monetary Agency 607,363,770 2.35%
JPMorgan Chase Bank N.A. Taipei Branch in custody for Capital Income Builder Inc. 384,615,272 1.49%
JPMorgan Chase Bank N.A. Taipei Branch in custody for Capital World Growth and Income Fund Inc. 382,385,094 1.48%
JPMorgan Chase Bank N.A. Taipei Branch in custody for EuroPacific Growth Fund 358,983,677 1.39%
Ivy Funds Inc. Asset Strategy Fund 341,009,504 1.32%
Government of Singapore 293,755,207 1.13%
JPMorgan Chase Bank N.A. Taipei Branch in custody for The Investment Company of America 287,648,007 1.11%
Cathay Life Insurance Co.,Ltd. 274,917,909 1.06%




4.1.5 Net Change in Shareholding and Net Change in Shares Pledged by Directors, Management and
Shareholders with 10% Shareholdings or More

Unit: Share

Title
Name

2009

01/01/2010 ~ 02/28/2010

Net Change in Shareholding

Net Change in Shares Pledged
(Note 1)

Net Change in Shareholding

Net Change in Shares Pledged
(Note 1)

Chairman & Chief Executive Officer
Morris Chang

540,217

Vice Chairman
F.C. Tseng

(1,131,834)

(100,000)

Director

National Development Fund, Executive Yuan
Representative:

Tain-Jy Chen

8,227,119

1,653,044,208

Director & President of New Businesses
Rick Tsai

(304,131)

1,700,000

(60,000)

Independent Director
Sir Peter Leahy Bonfield

Independent Director
Lester Carl Thurow (Note 2)

Independent Director
Stan Shih

7,364

Independent Director
Carleton (Carly) S. Fiorina (Note 3)

Independent Director
Thomas J. Engibous (Note 4)

Senior Vice President & Chief Information Officer
Information Technology & Materials Management and
Risk Management

Stephen T. Tso

(359,202)

(30,000)

Senior Vice President
Operations
Mark Liu

(441,778)

(20,000)

Senior Vice President
Business Development
C.C. Wei

(637,108)

Senior Vice President
Research and Development
Shang-yi Chiang (Note 5)

Vice President
Mainstream Fab Operations/Affiliates
M.C. Tzeng

118,557

(800,000)

Vice President & General Counsel
Richard Thurston

(458,323)

(700,000)

(300,000)

Vice President, Chief Financial Officer & Spokesperson
Lora Ho

(163,080)

Vice President
Materials Management & Risk Management
P.H. Chang

364,387

Vice President
Operations
Wei-Jen Lo

(95,210)

(24,000)

Vi