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Taiwan Semiconductor Manufacturing Company Limited and
Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

(Amounts in Thousands of New Taiwan Dollars, Unless Specified Otherwise)

1. GENERAL

Taiwan Semiconductor Manufacturing Company Limited (TSMC), a Republic of China (R.0.C.) corporation,
was incorporated on February 21, 1987. TSMC is a dedicated foundry in the semiconductor industry which
engages mainly in the manufacturing, selling, packaging, testing and computer-aided design of integrated
circuits and other semiconductor devices and the manufacturing of masks. Beginning in 2010, TSMC also
engages in the researching, developing, designing, manufacturing and selling of solid state lighting devices
and related applications products and systems, and renewable energy and efficiency related technologies
and products. In August 2011, TSMC transferred its solid state lighting and solar businesses into its
wholly-owned, newly incorporated subsidiaries, TSMC Solid State Lighting Ltd. (TSMC SSL) and TSMC Solar
Ltd. (TSMC Solar), respectively.

On September 5, 1994, TSMC's shares were listed on the Taiwan Stock Exchange (TWSE). On October
8, 1997, TSMC listed some of its shares of stock on the New York Stock Exchange (NYSE) in the form of
American Depositary Shares (ADSs).

As of December 31, 2012 and 2011, TSMC and its subsidiaries had 39,267 and 35,457 employees,
respectively.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements are presented in conformity with the Guidelines Governing the
Preparation of Financial Reports by Securities Issuers and accounting principles generally accepted in the
R.0.C.

For the convenience of readers, the accompanying consolidated financial statements have been translated
into English from the original Chinese version prepared and used in the R.0.C. If there is any conflict
between the English version and the original Chinese version or any difference in the interpretation of the
two versions, the Chinese-language consolidated financial statements shall prevail.

Significant accounting policies are summarized as follows:

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of all directly and indirectly
majority owned subsidiaries of TSMC, and the accounts of investees in which TSMC's ownership percentage
is less than 50% but over which TSMC has a controlling interest. All significant intercompany balances and
transactions are eliminated upon consolidation.

The consolidated entities were as follows:

Percentage of Ownership
Name of Investor | Name of Investee December 31 Remark
2012 2011
TSMC TSMC North America 100% 100%
TSMC Japan Limited (TSMC Japan) 100% 100%
TSMC Partners, Ltd. (TSMC Partners) 100% 100%
TSMC Korea Limited (TSMC Korea) 100% 100%
TSMC Europe B.V. (TSMC Europe) 100% 100%
TSMC Global, Ltd. (TSMC Global) 100% 100% -
TSMC China Company Limited (TSMC China) 100% 100% | -
VentureTech Alliance Fund IIl, L.P. (VTAF Ill) 50% 53% (Note 1)
VentureTech Alliance Fund I, L.P. (VTAF II) 98% 98% | -
Emerging Alliance Fund, L.P. (Emerging Alliance) 99.5% 99.5% | -
Global Unichip Corporation (GUC) (Note 2) (Note2) | -
Xintec Inc. (Xintec) 40% 40% | TSMC obtained three out of
five director positions and has a
controlling interest in Xintec
TSMC SSL 95% 100% | Established in August 2011
TSMC and TSMC GN aggregately
have a controlling interest of
96% in TSMC SSL
TSMC Solar 99% 100% | Established in August 2011
TSMC and TSMC GN aggregately
have a controlling interest of
99% in TSMC Solar
TSMC Guang Neng Investment, Ltd. (TSMC GN) 100% Established in January 2012
TSMC Partners TSMC Design Technology Canada Inc. (TSMC Canada) 100% 100%
TSMC Technology, Inc. (TSMC Technology) 100% 100%
TSMC Development, Inc. (TSMC Development) 100% 100%
InveStar Semiconductor Development Fund, Inc. (ISDF) 97% 97%
InveStar Semiconductor Development Fund, Inc. (Il)
LDC. (ISDF 1) 97% 97%
TSMC Development | WaferTech, LLC (WaferTech) 100% 100%
VTAF I Mutual-Pak Technology Co., Ltd. (Mutual-Pak) 58% 57%
Growth Fund Limited (Growth Fund) 100% 100%
VTAF ll, VTAF Il and
Emerging Alliance | VentureTech Alliance Holdings, LLC (VTA Holdings) 100% 100%
GUC Global Unichip Corp.-NA (GUC-NA) (Note 2) (Note 2)
Global Unichip Japan Co., Ltd. (GUC-Japan) (Note 2) (Note 2)
Global Unichip Europe B.V. (GUC-Europe) (Note 2) (Note 2)
Global Unichip (BVI) Corp.(GUC-BVI) (Note 2) (Note 2)
Global Unichip (Shanghai) Company, Limited
GUC-BVI (GUC-Shanghai) (Note 2) (Note 2)
TSMC Lighting North America, Inc.
TSMC SSL (TSMC Lighting NA) 100% 100% (Note 1)
TSMC Solar TSMC Solar North America, Inc. (TSMC Solar NA) 100% 100% | (Note1)
TSMC Solar Europe B.V. (TSMC Solar Europe) 100% 100% | (Note1)
VentureTech Alliance Fund IIl, L.P.
(VTAF 111) 49% 46% (Note 1)
TSMC Solar Europe | TSMC Solar Europe GmbH 100% 100% | (Note1)

Note 1: In August 2011, TSMC adjusted its investment structure by transferring TSMC Lighting NA to TSMC SSL and transferring TSMC Solar Europe, TSMC Solar NA
and part of VTAF IIl to TSMC Solar.

Note 2: Since July 2011, TSMC is no longer deemed to be a controlling entity of GUC and its subsidiaries due to the termination of a Shareholders’ Agreement. As a
result, GUC and its subsidiaries are no longer consolidated and are accounted for using the equity method.
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