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Donald W. Brooks, President

LETTER TO
THE SHAREHOLDERS

Dear Shareholders:

1994 was another outstanding year for TSMC, with
the company posting record sales, profits, and wafer
output. Plus, the year was highlighted by TSMC’s
listing on the Taiwan Stock Exchange. Our success
last year can be attributed to the strong foundation
we've builtsince our founding, and, as the company
grows, our continued emphasis in technology and
customer service, which made the company whatitis

today.

Marketing and Technological
Developments

Thestart-up of TSMC’s 0.6um production line in 1994
ensured the company’s continued role as a technol-
ogy leader among the world’s foundries. Inaddition,
TSMC’s production of 0.8um and smaller technology
increased from 49% of total output in 1993 to 61% in
1994.  Our commitment to continuous and quick
technology upgrades has been rewarded by a grow-
ing customer base and sales. The number of custo-
mers increased from 114 in 1993 to 137 in 1994, Justa
few of the new customers TSMC is proud to now
work with include Fujitsu, NEC, and Siemens, all top
names in the industry.

With a larger customer base came stronger revenues
and increased wafer output. Water shipments last
year rose by 43% from 643,000 in 1993 to 921,000 wa-
fers in 1994. Sales growth was even more impressive,
with sales jumping 56.8% over 1993's NT$12.33 bil-
lion to reach N'T$19.34 billion in 1994. This is nearly
double the 28% growth achieved by the world semi-
conductor market last year, and TSMC recorded
strong sales gains around the globe: Europe (153.7%),
Asia (51.7%), and USA (46.4%).

The importance of improved technology cannot be
overstated. Itallows TSMC to continue to enhance its
profitability while providing value to its customers.
Our technology advantage has made TSMC the foun-

dry of choice throughout the world today.




Operational Summary

Due to our productivity-enhancement program, the
capacity of Fab I continued to improve, increasing
from 16,000 wafers per month at the beginning of 1994
to 19,000 wafers per month by year’s end. Fab [1A’s
capacity also rose in 1994, from 28,000 wafers per
month to 34,000 wafers per month by the end of the
year. With Fab IIB, capacity climbed from 16,000 wa-
fers per month at the end of 1993 to 30,000 wafers per
month by the end of 1994. We will continue to add
capacity to both Fab ITA and Fab IIB, utilizing the ex-
isting facilities.

The building for Fab III has been completed, and the
clean room is scheduled to be installed during the first
quarter of 1995. Some of the production equipment
will also be installed in early 1995, as we plan to begin
producing the first engineering wafers in the second
quarter. By the end of 1995, Fab I1l should be generat-
ing production capacity of 4,000 8" wafers per month.
That will quickly increase to 15,000 8" wafers per
month by mid-1996. This facility is critical to TSMC's
continued growth and profitability.

On the human resources side, TSMC's personnel in-
creased from 2,294 to 2,681 employees by the end of
the year. These dedicated and hard-working em-
ployees also helped earn TSMC significant recogni-
tion during the year. In 1994, TSMC received the fol-
lowing accolades: the 3rd Annual Award of Distinc-
tion for Industrial Technology Advancement by the
Chinese Association for Industrial Technology Ad-
vancement, the Excellent Employees’ Welfare Award
by the Council of Labor Affairs of the Executive Yuan,
the 1994 Excellent Environmental Protection Com-
pany award by the Hsinchu County Government,
and the Excellent Labor Safety and Hygiene Com-

pany award by the Science Park Administration.

Financial Performance

With the world semiconductor market growing by
28% in 1994, it’s not surprising that TSMC's facilities
operated at full capacity last year. This led to a sub-
stantial improvement in both revenues and net profit.
Net income for the year soared 99.6% from NT$4.25
billion in 1993 to NT$8.47 billion in 1994. This signifi-
cant accomplishment can be attributed to the strong
customer satisfaction in TSMC's service and technol-

ogy and to the dedication of our employees.

Outlook

In 1995, the semiconductor industry looks set for an-
other strong year of growth. However, forecasters are
predicting a slightly slower year than 1994, with most
expecting the semiconductor market to grow by 15%
to20%. TSMC'’s continued growth seems assured, as
our customers have committed to orders that exceed
our current capacity. TSMC is well positioned in the
industry, thanks to our strong customer base located
throughout the major geographical areas of the world.
We are confident that 1995 will be an even better year
than 1994 for TSMC.

We want to thank you, the Shareholders, for your

continued support.

Morris Chang

Chairman

Donald W.Brooks

President
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A BRIEF INTRODUCTION
TO TSMC

Company Background

Founded in 1987, Taiwan Semiconductor Manufactur-
ing Company (TSMC) is a high-tech company based in
Taiwan’s “Silicon Valley”, the Hsinchu Science-Based
Industrial Park. TSMC is a joint venture between the
government of the Republic of China, Philips Electron-
ics N.V., and other private investors.

TSMC was the first pure integrated circuit (IC) foundry
company in the world. Since its founding, the com-
pany has been dedicated to providing manufacturing
services for advanced ICs. The company’s charter pre-
vents TSMC from designing or making its own
brandname IC end products. For this reason, TSMCisa
partner, and not a competitor, for other semiconductor
companies. Today, TSMC services more than 130 ac-
tive customers, ranging from IC design houses, verti-
cally-integrated IC firms, and systems companies.
TSMC’s customers include most of the world’s leading
IC companies.

Currently, TSMC manufactures 100,000 top-quality,
high-yield 6-inch wafers per month in its Fab I and Fab
II facilities. In 1994, TSMC produced nearly 23% of the
world’s IC foundry market, making TSMC the number
one foundry in the world. Its state-of-the-art Fab IIT will
be operational by September, 1995, and will be produc-
ing 15,000 8-inch wafers per month by mid-1996. In
addition, a fourth Fab is already in the planning stages,
with groundbreaking scheduled for mid-1995. All
these will ensure TSMC’s continued leadership posi-
tion in the global foundry business.

Atthe end of 1994, TSMC had 2,681 employees, 50% of
which hold a college or advanced degree. The average
age of TSMC's employees is 28.

Dr. Morris Chang, former President and Chief Opera-
ting Officer of General Instrument Corp. and former
corporate Senior Vice President of Texas Instruments,
Inc., responsible for TI's worldwide semiconductor

business, is the Chairman of TSMC.
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=~ B RE% N Directors and Supervisors

i = EEE 1EHA(SE) S R =it 4vs) EEBEFRNEFZIFETRD
Title Name Date Elected Term(Year) Shareholding Spouse & Minor Shareholding
EER SRR 1994.1.28 3 6,512,777 =
Chairman Morris Chang

ESE FEMESE 1994.1.28 3 194,773,062 B
Director Y.C.Lo

o = = TFHEF 1994.1.28 3 194,773,062 £
Director Doug J. Dunn

HEER FEEZ 1994.1.28 3 194,773,062 Eiii3
Director J.C. Lobbezoo

E=E ER 1994.1.28 3 194,773,062 HHE
Director L.P. Hsu

EEEE HREETE 1994.1.28 3 186,468,379 Ei2:3
Director Ming-Te Lin

HE R 1994.1.28 3 186,468,379 i3
Director F.S. Shiau

mWE Bl iz 1994.1.28 3 186,468,379 Ei3
Director Bor-Hong Liu

&S hEE 1994.1.28 3 1,147,472 HH
Director Donald W. Brooks

EE SIn=E 1994.1.28 3 4,931,960 s
Director I-Kwei Wu

BE=A EREE 1994.1.28 3 194,773,062 3
Supervisor E.Th. Ausems

EBZ=A PEREE 1994.1.28 3 186,468,379 s
Supervisor Chintay Shih

BEZA [z B e 1994.1.28 3 1,248 i3
Supervisor Jerome S.N. Hu

PYy ~ 2 A Major Officers

HRFEE hE= 1991.3.15 1,147,472 L
President Donald W. Brooks

HURBIEE e 1987.2.21 1,009,580 113,749
Vice President F.C. Tseng

BRI R 1991.10.15 243,299 139

Vice President

&t ¢ FrEIRS{KesEE 12831 BiRSE=S MRS B EShareholding is based on the sharehoders list, December 31, 1994

Gary T.L. Tseng
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Education & Experience

frEE

Remarks

EEPHEAPERET MRTEMRERE (B) AIEFR/SLE8RLATTER

Ph.D. Electrical Engineering, Stanford University /
Chairman,Vanguard International Semiconductor Corp, / Chairman, WYSE Technology Inc.

EILRIABIER  RAEE AR EEBEE
B.S. Physics, National Cheng-Kung University / President, Philips Taiwan

REIESFEAR AL (R A EERENTR
HNQ Sheffield Polytechnic / Chairman and C.E.O., Philips Semiconductors International B.V.

Erasmus KB B SETAT /RSN R ATMBRR
Erasmus University, Business Economics /
Chief Finance Officer, Philips Semiconductors Intemational B.V.

BRI AR RAAEE S ERAREIRA
B.S. Physics, National Cheng-Kung University / Vice President, Philips Taiwan

EERAETRERANEL SR TEIRPITRIRER  THRASESEEERTERITHE
M.S. Earth-Science, Massachusetts Institute of Technology / Vice President, Metal Industrial
Development Center / Deputy Executive Secretary, Development Fund, Executive Yuan

MEABEER AL TEREESEPE RRERE
Ph.D. Economics, Chinese Culture University /
Director, Council for Economic Planning and Development, Executive Yuan

EEBMAREERT THRASESEEEETRER
M.B.A., Texas University / Deputy Director, Development Fund, Executive Yuan

ZEREMERBEITR, EEEN ERATNSIMIRES, EERELSRATR
B.S. Electrical Engineering, Southern Methadist University /
Vice President of MOS Dept., Texas Instruments, Inc. / President, Fairchild Semiconductors, Inc.

TEEE/ERERATEFR
China Junior College of Marine Technology / Chairman, Swanson Plastics Corp.

Tiburg KEHEER, RFHTT o BT EEHREE
Tilburg University, Economics / Executive Vice President, Philips Companies in Taiwan

EREMIMEAPRRE L TR EIMRRRR
Ph.D. Electrical Engineering, Princeton University /
President, Industrial Technology Research Institute

EEBRBMIIABMETEL HEENHESETER
M.S. Chemical Engineering, University of Michigan /
Chairman, Chao Ting-Chen Cultural Educational Foundation

EERENEASPRHT  EEENERATNSTIMEIRS,  ZRREEEIRATEN
B.S. Electrical Engineering, Scuthern Methodist University /
Vice President of MOS Dept., Texas Instruments, Inc. / President, Fairchild Semiconductors, Inc.

ERIRABRE TN THEMRRET TR RS LRRRE R RSEER

Ph.D. Electrical Engineering, National Cheng-Kung University /
Director of IC Demonstration Fab and Technology Development Division

EETHEAPCERT MAEETRT ATMHEEIEE
M.B.A. University of Missouri, Columbia /
Accounting & Finance Manager, Philips Electronic Building Element Industries

PHEBERTHETREERATARA
Philips Electronics N.V.
Representative of Legal Entity

THERFREFREBERATIARA
Philips Electronics N.V.
Representative of Legal Entity

mEERFHTETREBRATNEA
Philips Electronics N.V.
Representative of Legal Entity

AEERNHEETREBRAINRA
Philips Electronics N.V.
Representative of Legal Entity

THERSESEEZEEARA
Development Fund, Executive Yuan
Representative of Legal Entity

THRPEESERZEEEARA
Development Fund, Executive Yuan
Representative of Legal Entity

THRRSESEEEEERARA
Development Fund, Executive Yuan
Representative of Legal Entity

BERRRPHERATARA
Mou-Chin Investment Company, Lid.
Representative of Legal Entity

EEAERIHEFRIERATNRA
Philips Electronics N.V.
Representative of Legal Entity

THREASEEEREESEARA
Development Fund, Executive Yuan
Representative of Legal Entity

HE S EEEEEEEEEEEEEENEEENEEEEEEEEERN m



B
|
.
-
.
L}
.
[}
.
|
.
9

Rl

— ~ EHNE

(—) HEFBHEE

AT T HEFERISHN - RERFERE R =I5
HOHRE ) RERAET - SIEFIREM T =RIUIRS ¢

@ AR TS RERLES

o SEEIFHA

@ BB

® JEEERHE

® YA LOEETNRR T IRAS ST B lE

() EEEm2ZAEE
FAEHERFRHIERNTRITRIC IR BASARTS - RIS
HERSLUERISEAL - @i - SHERt BT ERR—RY
TREMBFZEHEMIE -

BRAFESERIET Production over the Last Five Years

OPERATIONAL HIGHLIGHTS

Business Activity

(1) Business Scope

Through its commitment to technology leadership,
manufacturing excellence, and global marketing,
TSMC provides the following services:

@ VLSI Wafer Manufacturing

@ Wafer Probing

® Assembly and Testing

@ Mask Production

@ ASIC Manufacturing

(2) Customer Applications

The advanced ICs produced for TSMC’s customers are
used for many different applications, including: com-
puters, communication systems, consumer goods, and

industrial products.

Ef EfE/ER () EEGETaEFT)
Unit:Capacity/Quantity(pcs) Amount(NT$k)

AR BT Hi
e Wafers Package Others
Year i ER EfE Bt 3 EE Rte ER EiE
Capacity Quantity Amount Capacity Quantity Amount Capacity Quantity Amount
1990 199,200 176,334 1,792,372 - - -- - - -
1991 335200 290,866 3,211,017 - - - - - -
1992 439,800 405916 4,213,577 - - - - - -
1993 627,500 664,985 6,282,643 - - - - - -
1994 915,360 942,617 8,699,044 - - - - -- -
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Marketing and Sales

TSMC had another great year in 1994, achieving record
sales and profits of NT$19.34 billion and NT$8.47 billion
respectively. The company’s revenues grew 56.8%
over 1993, while net income after taxes climbed 99.6%
during the same period. Sales revenue from TSMC's
U.S.-based customers rose 46.4% year-on-year, account-
ing for 57% of the company’s total revenues. Other re-
gions also posted strong growth. 1994 sales revenue
from the Asia area increased 51.7% over the previous
year to account for 30% of the company’s total revenues.
Sales revenue from Europe posted the largest gain,

surging 153.7% over 1993’s level and accounting for

c E N EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEENEEEEEEEEEEEEEEEEEEEN

13% of the company’s total revenues.

=3
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|

[

R L SFE 3 EE M {E3R Net Sales over the Last Five Years B 8(h) BEHESET u

Unit:Quantity(pcs) Amount(NT$k) u

|

— OB .

&aEl BETH Hith =H] "

Wafers Package Others Total [ |

]

fe] N A | N A M M :

= Domestic Exports Domestic Exports Domestic Exports Domestic Exports -
Yeai

u

i (=] 2 B B = E & = & =B =B m 1B =

Quantity Amount Quantity Amount |Quantity Amount Quanity Amount [Quanfty Amount Quantity Amount | Quanfty Amount Quantty Amount u

[

1990| 55670 695295 97473 1286571 - - 0067 193858 | - 8,604 - 18,309 | 55670 703899 106,540 1498538 :

1991(112297 1,658,820 152,665 2,253437| 1312 24825 8230 246576 | - 39853 - 256695 | 113609 1,723498 160,868 2,756,708 u

[

1992183139 2469661 169,157 2756970| 4,120 136,185 82015 921878| - 25614 - 200450 | 187,268 2631460 201,172 3879307 [

[

1993218567 3583516 375863 6855705 1,735 70,871 46546 1471238 | - 106408 - 246185 | 220302 3760,795 422409 8,573,128 =

1994 (282500 5526433 578784 10,748451| 2883 99,647 56356 2212963 | - 312873 -~ 435704 | 285473 5938,953 635,140 13,397,118 :

[ |

[

| |

]
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Market Outlook

Last year was also outstanding for the entire semicon-
ductor industry, with worldwide sales for the industry
rising 28%. In 1995, the global semiconductor marketis
expected to grow 15% to 20%. Inthe electronics indus-
try as a whole, the computer market will continue to ex-
perience the greatest growth. In addition to personal
computer companies, IC manufacturers can expect
strong demand from companies in the consumer elec-
tronics, telecommunications, networking, and automo-
tive industries. Geographically, Asia market (not in-
cluding Japan) is expected to post the strongest regional
growth, climbing 19% in 1995, while U.S., European,
and Japanese markets are forecasted to rise 18%, 18%,
and 5%, respectively.

TSMC is well known for its utilization of leading-edge
technology. The company will continue to expand its
quality customer base, thereby capturing greater mar-
ket share in the growing computer and communica-
tions industries as well as in other market segments.

To further ensure the company’s success in 1995, TSMC
will focus on the following technologies:

(1) Advanced CMOS Logic Process

Many of TSMC's customers have successfully devel-
oped new products using TSMC'’s 0.6um CMOS Logic
process. Production of this type of IC comprised a sig-
nificant portion of TSMC’s total outputin 1994. Inorder
to meet the technological demands of today’s fast-
changing market, TSMC will begin producing 0.5um
CMOS Logic and low-power processes in 1995. The
moveinto this technology will help TSMC’s customers
remain competitive in both performance and price in
the high-density and high-performance IC markets. In
another technology upgrade, TSMC began producing
and shipping 0.6um triple-layer metal process in 1994.
(2) Advanced Mixed-Mode Process

TSMC has successfully developed the 0.6um double-
poly, double-metal process to meet the needs of custom-
ers in the mixed digital-and-analog market. With this
technology, TSMC is in a unique position of serving the
emerging data communication and telecommunication
industries. Plus, this mixed-mode process will make it

easier for TSMC's customers to integrate digital-single
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processor and /or data-compression chips with analog
circuitry for the fast-growing multimedia market.

(3) Advanced High-Speed SRAM Process

Most of TSMC’s SRAM customers have successfully
converted their 0.6um designs to a 0.5um version, al-
lowing them to secure and further expand their market
share. TSMC is now developing the 0.45um high-speed
SRAM process. This process will be available to TSMC
customers in 1995, providing an even further cost re-
duction.

(@) Advanced DRAM and Non-Volatile Processes
TSMC has developed 0.5um DRAM process, and is
preparing for embedded DRAM opportunities in
graphics, disk storage, and communication markets.
TSMC has also successfully developed, and is now pro-
ducing, flash-memory and Mask-ROM processes.

(5) BiCMOS Process

For customers in the mass storage and wireless commu-
nications markets, TSMC is now producing 1.0um
BiCMOS process . TSMC plans to complete develop-
ment of 0.8um BiCMOS in 1995. The development of
this value-added and niche process is part of TSMC’s
strategy of enhancing the competitiveness of its Fab I
facility.

(6) ASIC Technology

TSMC’s ASIC group has developed 0.6um standard
cells and gate array libraries , and the company plans to

include megacells in the library in the near future.

PY ~ J3FE AR R B T A\ B Personnel Growth over the Last Three Years

BT A# Number of Employees
FE 3 T3
Year | EEET IR EEE &5 | E5 FE

BEATILE Percentage by Education

BT BT KE g FHLT &

Direct Labor ~ Engineer Manager ~ Total | Average Average Ph.D  MS/MA BS/BA High Other Total
Age Years of Service School
1992 873 729 291 1,893 | 28 2.8 1.1% 10.5% 40.2% 46.8% 1.4% 100.0%
1993 | 1,114 859 321 2,294 | 28 26 1.3% 10.7% 379% 48.0% 21% 100.0%
1994 | 1,241 1,066 374 2,681 28 3.2 1.5% 13.0% 381% 46.7% 0.7% 100.0%
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Environmental Protection Measures

In 1994, TSMC’s environmental-protection goals were
to conduct audits, to ensure the company’s compliance
with government regulations, and to continually pro-
mote waste-reduction processes.

TSMC’s efforts in this area have not gone unnoticed. In
1994, TSMC received the “1994 Excellent Environmen-
tal Protection Company” award by the Hsinchu County
Government. The company was also honored by the
Science Park Administration for being an “Excellent
Labor Safety and Hygiene company”.

A guideline for all employees, entitled, the “TSMC En-
vironmental Protection Commitment”, was signed and
putinto action by President Donald Brooks in Septem-
ber of 1994.

Labor Relations

TSMC is committed to providing competitive
salaries and benefits for its employees and to en-
suring strong communication between labor and
management. Since TSMC's founding, labor and
management have maintained a harmonious rela-
tionship.

TSMC also believes in freedom of expression and
encourages employees to state their opinions in
departmental meetings, during round-table dis-
cussions, or through suggestion boxes. By doing
so, TSMC hopes to provide an environment for

excellent communication and problem-solving

between labor and management.




£~ IR HFE Long-term Investments Bl O
Unit:NTSk
) - ] L BFELATE
EEEE IEEXEE | BENE | REBE wERD RERE | mE RETIE R {nBEE
Other Business Investment Book Investment Shares Net Market Accounting Investment
Investments Aclivities Costs Valug e BREE Worth | Value Policy to TSMC
Number Share
of Percentage
Shares (%)
BilE
B ERLE FHEBE 39,500 39,500 | 4,996,750 | 11.3 80,785 - A% i
Taiwan Mask Corp| Mask Making Cost Method Nil
SEmRERE
RinBRAT
ZEFAT ST 28,335 | 38,074 | 1,000,000 [100.0| 38,074 | -- Bk 4
TSMC-USA Marketing Equity Method Nil
SRR
R BRAT
(B S/N=| BT 2,960 5,866 200 [100.0 5,866 = W m
TSMC-EUROPE Marketing Equity Method Nil
BB R AT 84,000 105,893 | 8,610,000 [19.6 72,017 - EiE
NG B3R
RRAT KRR (1) Equity Method Nil
Caesar IC Assembly &
Technology Testing
Co., Ltd.
R
TERE R
BRAT THRREIREGE |2,943,195] 2,884,814| 294,319,500 21.0 | 2,884,814 | -- B o
Vanguard Intl IC Equity Method Nil
Semiconductor | Manufacturing
Corp.

(1) : IR BRASs2F12 831 BiS B EteiE i = B35 RaeEt 5 -

Based on Caesar's Auditing Financial Statements as of December 31, 1993 .
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(3) EEXUEIS: - T 3ERITRASTRR

Important Contracts

Technology Cooperation Agreement

(1) Term of Agreement: 7/9/1987-7/8/1997

(2) Summary: Under the agreement, TSMC is commit-
ted to paying technical assistance fee to N.V.
Philips” Gloeilampenfabrieken (N.V.P.G.) of 3% of
netsales for certain products.

(3) Contracting Party:
N.V.Philips’ Gloeilampenfabrieken

Submicron Technology Licensing Agreement

(1) Term of Agreement: 11,/20/1990-12/31 /2000

(2) Summary: Under the agreement, TSMC is commit-
ted to paying a licensing fee of NT$129,400,000 to
the Industrial Technology Research Institute over
a five-year period plus royalty fee of 0.5% to 3.5% of
net sales for certain products.

(3) Contracting Party:
The Industrial Technology Research Institute

Building and Equipment Leasing Agreement

(1) Term of Agreement: 4/1/1987-3/31 /1997

(2) Summary: Under the agreement, TSMC is leasing
certain buildings and equipment from the Industrial
Technology Research Institute.

(3) Contracting Party:
The Industrial Technology Research Institute

Land and Public Facility Leasing Agreement

(1) Term of Agreement: 4/1/1987-3/31/1997

(2) Summary: Under the agreement, TSMC is leasing
certain land and public facilities from the Industrial
Technology Research Institute.

(3) Contracting Party:
The Industrial Technology Research Institute

Manufacturing Agreement

(1) Term of Agreement: 11/1/1993-6/30/1997

(2) Summary: TSMC has provided certain equipment
to Macronix, while Macronix has in turn manufac
tured wafer products for TSMC, since May 1994.

(3) Contracting Party: Macronix International Co., Ltd.

Depositand Supply Agreement

(1) Term of Agreement: 9/23/1993-5/31/1997

(2) Summary: TSMC is committed to manufacturing
wafer products for Cirrus Logic.

(3) Contracting Party: Cirrus Logic International, Ltd.
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(2) ERIRE : A TERCirrus LogicBSS S EREESR

(3) FEKUEIS ¢ Cirrus Logic International, Ltd.

() HEREH

(1) EZXIEAR : 82 5108298 ~86F58318

(2) BRNET : ZRERAdaptecBEEEEREES

(3) FEKUEIS: : Adaptec Manufacturing Pte., Ltd.
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Depositand Supply Agreement

(1) Term of Agreement: 10/29/1993 -5/31 /1997

(2) Summary: Under the agreement, TSMC is commit-
ted to manufacturing wafer products for Adaptec.

(3) Contracting Party:
Adaptec Manufacturing Pte., Ltd.

Syndicated Term Loan Agreement

(1) Term of Agreement: 12/29/1994-12/15/2001

(2) Summary: Under a contract with a consortium of 25
banks, TSMC can borrow up to US$260,000,000 to
procure equipment and machinery for Fab I11.

(3) Contracting Party: 25 banks, including ABN AMRO
Bank, N.V,, Taipei Branch, and the China Trust

Commercial Bank.

Status of Previous Cash Capital Call or
Corporate Bond

The recent cash capital call was approved on October 30,
1992, and completed in the second quarter of 1993.

Litigation Proceedings

Nintendo of America, Inc., filed a suit against TSMC
and TSMC-USA at the United States District Court
Northern District of California in September, 1994. The
suit alleges that TSMC and TSMC-USA infringed upon
Nintendo’s intellectual property rights and requests
TSMC halt production of the alleged products and pay

damages. The suitis still pending,.
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=¥HE# BUSINESS PLANS

— ~ )\ T PULERE FESHETEE Production and Sales Projection for 1995

i BE (D

W= EETE Production Plan t?p%rﬁgion it
Unit (Thousand pcs)

LB FABL fid
- 4 e
e~ 4 FABUE. . 368
I FABM . . . 11
' FABCO .. ....gq

= ET Total:1,091 ( )5 ) (Thousand pcs)

MEEEETE Sales Plan _i%zﬁmlogy gj:“i(t:FF'r) Pﬁe?-?:ntiage
(Thousand pcs)
AT, X1 - 203 18.9%
e 10w &08un 462  43.1%
- T 205  27.6%
' <06um.. ... 111 10.4%

=HET Total :1,071 (FF5 ) (Thousand pcs)
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BEENEFIEEEALEH Net Sales Analysis by Area BE{iI - FTEEME®IT Unit:NTS$ Million

N+=%F 1994 __ N\+pusE 1995

a 8,760 35%

=SEt Total : Growth Rate

19,336 100% =HET Total :
IOl Asia omamnmria 52.6% 25,104 100%
B Europe ... . . 34.8%
=M USA 16.8%
=HET Total 29.8%
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— ~ )\ T PUAEE K EHFERIEE Capital Increase for Expansion Plan in 1995

EN+TOFEEEFRSZHIEIERNERFAETEEME 1995 Capital Investment Plan and Projected Results

IHEHESEE (FTEUSTST) Item & Amount (NTS$k) FRAETEELE RS Projected Resulis

- EEHEERSRE6ITSRIE 64,0005

. Y EEBEIRETE
Fabll capacity expans
4,888,000

2 . G& Bl =%
FABII project
7,525,000

Replacement . R fTHE D S
and others Maintain technology superiority

1,473,000

4. R MITORERR ST FEEt o5 NG S T A AR PR B AR ST Y,
FablV Project  building for FablV will be
468,000 ‘completed in 1996

HET Total O - SAEEETRE IS E P RER R 29.8% E N 1525, 104EM 7T
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14,354,000 Total effects: Net sales increase by 29.8% to NT$25,104Million 8
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= ~ P15E5EE 13 Research and Development Plans

B SR =SERASREEEESM AR SR R&D Expenses and Achievements (from 1992 to 1994)

(—) ICEIEHFHESZEH R&D Expenses

BE{il - TEHEFFIT Unit:NTS$Sk

(=) SRS

1994 F BRI THEEEME 2—EFEim e Eth 2 8INey—
£F - #&§S 3 FAB B AR L2800/ 188 - FREEERISLIRR
TIEHS0. 61K S E MR 5 £ fE = MR - 0.6 MKBUIDRE
SH0.6HKENEREHE T NI ERL TR A SR EERSES » 6
EERSESBEE - 5 - 0.5MEKERASNECIERLFN0 . 61
KIS ST HVEC ISR SR T B PRSIV 8
IERERTEA R -

B RIS E

TREZEEER T 1S R S STR AV NS = ERES - thE
B HRfRHEL T T —CERERTIBEES - SEEIE T 0. 51K EER
FEASFATEFLIEEMREEELS - 0.5EKBITTRS » 0451HEKES
REBBHEFEVECIERE - 0 STHSKEHEREISTS ENECIBRS » LIR:
0.5 IERIBES = BITR SRR -

FE =R

Year Expenses

N+—2 1992 ... .. 114,655

N+Z%F 1993 ... 312,673

N+=%F 1994 549,898
R&D Achievements

1994 was a challenging and yet fruitful year for TSMC's
Technology Development Division. Through a com-
bined effort of the Technology Development Division,
the Fab IIB production team, and the Product Engineer-
ing Department, TSMC was able to put into mass pro-
duction 0.6um double-metal and triple-metal LOGIC,
0.6um Mixed-Mode, and 0.5um SRAM processes. All
processes are achieving a steady high yield. Also now
in the volume production stage are 0.5um embedded
memory and 0.6um DRAM process, which passed
stringent reliability tests specified by TSMC's custom-
ers.

M Future Development Direction

To stay ahead of the swift upgrades in technology,
TSMC continuously introduces next-generation proc-
esses to its production facilities. Currently, process tech-
nologies under development include: 0.5um LOGIC/
ASIC, 0.5um Mixed-Mode, 0.45um SRAM, 0.5um

DRAM, and 0.5um microprocessor.




W E5¥ Bl FINANCIAL STATEMENTS

— ~ [ HH% % {38 Brief Balance Sheet ( Ti¥it% After Restatement )

R HAEEE M E5EEEl Financial analysis from 1990 to 1994

B HirA T T UNIT:NTSK

75 804E 814 824F 834F
HHE Item 1990 1991 1992 1993 1994
RENEE Current assets 1,190,038 1,609,011 2,494,159 5111,310 7,659,444
REARERE Long-term investment 42,413 43,987 67,835 161,156 3,074,147
EEEE Fixed assets 5570913 7,519,236 8,719,163 10,436,047 14,986,932
HithigeE Other current assets 22 563 60,026 110,269 290,639 386,580
TENE S Current liabilities
DEHI Before distribution 1,397,058 1,657,222 2,557,733 2,046,034 2,897,189
DEHE After distribution 1,397,058 1,797,377 2,765,256 2,789,825 *
RHAfEm Long-term liabilities 1,312,485 2,107,547 1,770,713 2,546,644 3,259,206
b=l =T Cther liabilities % 89 656 305,373 1,119,880
[E&N Capital stock 3,911,797 4,738,297 5,510,000 6,083,040 7,800,000
REER Retained eamings
DELA] Before distribution 204,586 729,000 1,551,508 5,016,046 11,029,256
D Before distribution 204,586 399,313 770,944 2,555,205 *
Bl Total Assets 6,825,926 9,232,260 11.391,426 15,999,151 26,107,103
=Xt ] Total Liabilities
SECE Before distribution 2,709,543 3,764,857 4,329,101 4,898,050 7,276,275
Al Atter distribution 2,709,543 3,905,013 4,536,624 5,641,841 *
BYERIEAEIMER  Total Equity
SDECE Before distributicn 4,116,383 5,467,403 7,062,325 11,101,101 18,830,828
DR After distribution 4,116,383 5,327,247 6,854,802 10,357,310 e

* BRI &R TR Subject to change after shareholders' meeting resolution

N
o




— ~ FSBH3H 4525 Brief Statements of Income ( BB ¥ 2 A fter Restatement)

IR R AEEM#E5E R Financial analysis from 1990 to 1994

[ BRI ER CREHL)

B HTEHITIT UNIT:NTS$k
: WiE ML EXCEPT EPS:NT$k )

* EAAR I TOETE SRR T B A R 2 IR R ()

*Based on weighted average shares outstanding in each year

IR RRMUE T LA - CBMERE T RR AR (FEIR)

|

| |

||

||

| |

|

|

| |

| |

u

|

| |

| |

||

|

u

- 795 804F 8141 824 834
i HH Item 1990 1991 1992 1993 1994
||

[ ]

= BRI Net sales 2,202,437 4,480,206 6,510,767  12,333923 19,335,071
| |

| |

n BEEF Gross profit 422,810 1,376,223 1,981,261 5718,409 10,497,341
| |

: =E = Income(loss) from operation (12,104) 706,668 1,242,860 4,419,143 8,615,119
|

: FISHA Interest revenue 3,302 3,759 2,495 55,269 210,135
|

- BB Interast expense 130,907 176,303 152,081 180,412 197,062
|

[ |

n ETEElTH= i Profit (loss) before fax (147,228) 524,519 1,152,006 4,245,106 8,580,744
||

: RikiEH Nat profit{loss) (147,228) 524,519 1,152,906 4,245,106 8,474,014
| |

= SEEES Earning per share (0.43)* 1.30* 2.33* 6.08* 10.86*
| |

" (0.29)** 0.88* 1.65 5.44+ 10.86*
| |

| |

B FEZWERY,  Capitalized interest 32,122 77,754 57,050 27,467 15,868
| |

| |

| |

|

[ |

N
-

**Retroactive adjustment for capitalizations of unappropriated earnings and bonus to employees



= ~ ¥ 7y MrFinancial Analysis ( H5#m#% After Restatement )
SR FAFEE IR R Financial analysis from 1990 to 1994

T9LE S04E 814 824 834
JHH Ttem 1990 1991 1992 1993 1994
RAFSHENS Capital Structure Analysis
BISEEELE (%) Debis ratio (%) 30.60 40.80 38.00 3064 o7.87
g%ggﬁi (%) Long-term fund fo fixed assets (%) 97.45 100.74 101.31 130.78 147 .40
{HfmeED Liquidity Analysis
MENEZE (%) Current ratio (%) 85.18 97.09 9751 249,62 264.38
RENEER (%) Quick ratio (%) 49.65 54.49 64.12 189.88 214.33
FISERIEBH () Interest guarantee (times) (0.10) 276 6.24 2129 4122
HEEsEETD Operating Performance Analysis
FEWUIRFRERZR (20) Average collection turn over (iimes) 499 535 5.60 751 855
FERFRINIR B8 Average collection days 86.49 688.22 65.18 48.60 42 69
FEEER (X) Average inventory turn over (fimes) 5.37 6.30 6.78 751 - 66
HIEEAN Average stock turn over days 67.97 57.12 53.83 50.62 4765
EEHEERHE (X) Fixed assets turn over (times) 0.40 0.60 075 118 129
MEERER (X) Totol assets tumn over (times) 0.32 0.49 057 0.77 0.74
WFIEED Return on Investment Analysis
EEZMR (%) Retum on total assets (%) (0.27) 8.73 12.66 32.31 4117
IRERIELE AR (%) Return ratio on total equity (%) (3.73) 10.95 18.40 46.74 56.62
%ﬁg%ﬁﬁ (%) Operating income to capital stock (%) (0.31) 14.91 22 56 7265 110.45
%@g%&% )( !,/f ) Profitloss) before tax to capial stock (%) (3.76) 11.07 20.92 69.79 110.01
it () & (%) Profit(loss) after tax to net sales (%) (6.68) 11.71 17.71 34.40 43.82
BSE (7T) Nat Worth per share (NTD) 10.5 11.5 12.8 18.2 244
BiER (7t) Eanings per share (NTD) (0.29)* 0.88* 165% 544" 10.86 *
BRI (7T) Dividends per share (NTD) - 0.5 1.04 3.48

RERF () Cash dividends (NTD) - 01 - 1.00 .
BEZRER (n) Stock dividends (NTD) - 0.4 1.04 548 .

REE Cash Flow
REMBIEE (%) Cash flow ratio (%) (13.78) 92.31 93.68 299 84 304,12
RERBRELLR (%) Cash flow adequacy ratio (%) 15.55 o778 4153 69.78 103.20
REBRELR (%) Cash flow reinvestment ratio (%) (3.28) 16.02 19.09 31.59 34.34

MR SRR R

*Subject to change after shareholders' meeting resolution
R R LA RN B R (P

**Retroactive adjustment for capitalizations of unappropriated earnings and bonus to employees
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P9 ~ Sl TR S Ot a2 B E R Auditors' Opinion from 1990 to 1994

EE Year a4 CPA HEEER Audit Opinion
79E 1990 RSN EBE  Michael Chang, Jerry Tsai BREER An Unqualified Opinion
80 1991 REEE.EMEE  Michael Chang, Jerry Tsai BREER An Unqualified Opinion
81%E 1992 R .EME  Michael Chang, Jerry Tsai ERBER An Unqualified Opinion
82F 1993 REEM.EHBIE  Michael Chang, Jerry Tsai WRBER An Ungqualified Opinion
83 1994 EEE BT S.C. Huang, Jerry Tsai BREER An Unqualified Opinion
Hdbri BA: di g3 B 1560 124 Address:12thFl.,No.156,Min Sheng E.Rd..Sec.3,Taipei,Taiwan,R.0.C.

BEE:(02)545-9988

T~ EENEREW G

Tel:(02)545-9988
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Supervisors' Report

TO:1995 Regular Shareholders Meeting

The 1994 financial reports and statements of the company, prepared by the Board of Directors and duly audited by
CPAsof T. N. SOONG & CO. and the auditors' comments have been further examined as being correct and accurate
by the undersigned, the Supervisor of Taiwan Semiconductor Manufacturing Co., Ltd. and are hereby submitted

along with such reports and statements in accordance with Article 219 of the Company Law.

TSMC

. ” ; N
Supervisor Supervisor Supervisor % (ﬂ
E. Th. Ausems ﬁ% W : Chintay Shih % %‘— Jerome S.N. Hu

March 11, 1995

Financial Statements & Independent Auditors' Report

We have examined the balance sheets of Taiwan Semiconductor Manufacturing Company Ltd. as of December
31,1994 and 1993, and the related statements of income, changes in shareholders' equity, and cash flows for the
years then ended. Our examinations were made in accordance with the regulations governing such examinations
and generally accepted auditing standards and, accordingly, included such tests of the accounting records and such

other auditing procedures as we considered necessary in the circumstances.

In our opinion, the financial statements referred to above present fairly the financial position of Taiwan Semiconduc-
tor Manufacturing Company Ltd. as of December 31, 1994 and 1993, and the results of its operations and its cash
flows for the years then ended, in conformity with generally accepted accounting principles applied on a consistent

basis.

< 7 i O

February 8, 1995
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i B8 372 BALANCE SHEETS

REAZSERAZEFZAZ1—H

December 31, 1994 and 1993

B : BRREREES - S HE T
UNIT:NT$k, Except Earnings Per Share

N ZEE 1994 N 1993

P ASSETS &% Amount % &% Amount %
TrEhEE CURRENT ASSETS
Bs Cash $ 3491289 134 $ 2082278  13.0
FEWTRARAGKIE (MiEE+2) Receivable from refated companies(Note 12) 390,165 1.5 191,830 19
TEIER Notes receivable 48,620 0.2 15,603 0.1
FEIIRRR Accounts receivable 2,676,306 10.2 1,923,502 12.1
RIESE Allowance for doubtful accounts (107,814)  (0.4) (106.546)  (0.7)
MERERTEES () Alowance for sales retum and alowances{Note 2) (288,912)  (1.1) (221,674)  (1.4)
FE (ME"R=) Inventories(Notes 2 and 3) 1,216,824 4.7 1,090,670 6.8
FNBERREMAEEE (")  Prepayments and other curent assets(Note 12) 232,966 0.9 135.647 0.8
MENEESET TOTAL CURRENT ASSETS 7.659.444  29.4 5111,310  31.9
FHAISESE (HiET"BM) LONG-TERM INVESTMENTS 3.074.147 118 161,156 1.0

(Notes 2 and 4)
EEHEE (Mi_ - AR+=) PROPERTIES(Notes 2 and 5)
{53 cosT
B Buildings 3,619,287  13.9 2,998,963 18.8
1asE e Machinery and equipment 16,185,896 62.0 11,428,931 71.4
AN Office equipment 409,413 15 298,666 1.8
HRiTERARLE Prepayments and construction in progress 3.042936  11.6 1,159,834 7.3

TOTAL COST 23,257,532  89.0 15,886,394  99.3
- REITE LESS ACCUMULATED DEPRECIATION (8.270,600) (31.6) (5.450,347) (34.1)
BEEESE NET PROPERTIES 14,986,932  57.4 10,436,047  65.2
HitEE OTHER ASSETS
R (M) Deferred charges (Note2) 56,308 0.2 73,419 0.5
FhFES (HEH=E) Refundable deposits (Note13) 321,022 1.2 217,219 1.4
Hith Other 9.250 - - _ =
HinEESST TOTAL OTHER ASSETS 386.580 1.4 290.638 19
=(:3::5) TOTAL ASSETS $26.107,103  100.0 $15,999,151  100.0

B2 MIEE (AR5 2 —8043 - The accompanying notes are an integral part of the financial statements.




LIABILITIES AND N=EEEE 1994 N 1993

Al R A SHAREHOLDERS’ EQUITY % Amount % 4% Amount %
B SR CURRENT LIABILITIES
FEHRMERR (PREETY) Short-term loans(Note 6) $ - - $ 48,044 0.3
FEIIRIRATE (MiEE+_) Intercompany payable(Note 12) 360,344 1.4 251,324 1.6
fEfSIRR Accounts payable 1,749,565 6.7 1,041,278 6.5
[EEIEfE Accrued expenses 568,948 o ) 442 243 2.8
FERERER (MEE+—) Income tax payable(Note11) 89,549 0.3 . ~
—FREIH 2 RERET Current portion of long-term debt

(MEHERE) (Notes 5 and 7) 103,000 0.4 242,000 1.5
Hittmsh&E Other current liabilities 25,783 0.1 21,145 0.1
mERESEt TOTAL CURRENT LIABILITIES 2,897,189  11.1 2,046,034 128
REED (WEERE) Long-term bank loans(Notes 5 and 7) 3,259,206 12,5 2,546,643 15.9
EREERE (WETRT) Reserve for refirement benefits(Note 2 and 10) 114,000 0.4 44,400 0.3
e R (e =) Advance received for sale of equipment (Note13) 103,588 0.4 = 2
FARES (WE=) Deposits received(Note13) 902,292 35 260,973 1.6
=l =) TOTAL LIABILITIES 7276275 27.9 4,898,050 30.6
BeERER (PYEEN) SHAREHOLDERS' EQUITY(Note 8) 7,800,000 29.9 6,083,040  38.1
i - BIREER107T » FE780.000.000  Capilal slock, $10 par value, Authorized--
B% + 31F--/\+=£780,000,0008% » /\+ 780,000,000 shares; issued--780,000,000
608,304, 0008% - shares in 1994 and 608,304,000 shares in 1393,
EARAE (WEE2) Capital surplus(Note 2) 875 - 822 -
RELH Legal reserve 638,755 2.4 214,245 18
FOERE Unappropriated earnings 10,390,501 39.8 4,801,801 30.0
BEARH (W) Translation adjustment(Note 2) 897 - 1188 -
feEEiEmEEt TOTAL SHAREHOLDERS' EQUITY 18,830,828 721 11,101,101  69.4
D I e TOTAL LIABILITIES AND $26,107.103 100.0 $15999.151 100.0

SHAREHOLDERS’ EQUITY

M2 s R A BAFRERTE = —2RD © The accompanying notes are an integral part of the financial statements.




=R STATEMENTSOFINCOME !#S SN EESESEESESESESNSESENUENNNENEEEREnEEE

BUT - Briiniast - BHTAENATT
UNIT:NT$k, Except Earnings Per Share

ERRNAFZ4EA+Y—SE—H—HZ 1 "H=1—H For the Years Ended December 31, 1994 and 1993

AN T4 1993
%8 Amount %

AR 1994
4% Amount Yo

SR AKRER GROSS SALES $19,572,631 $12,713,997

o HEEORITE LESS SALES RETURNS AND ALLOWANCES 236.560 380.074
HEEWAREE NET SALES 19,336,071  100.0 12,333,923 100.0
BEBAE Cost of sales 8838730 457 6.615514  53.7
HEEF Gross profit 10497341  54.3 5718409  46.3
BEEH Operating expenses

EEER General and administrative 927,867 4.8 681,711

HEER Selling 404,457 2.1 304,882

s EER Research and development 549,898 2.8 312,673 25
=1-14 TOTAL OPERATING EXPENSES 1,882,222 Q7 1,299,266 105
R EEF it INCOME FROM OPERATIONS 8.615.119 446 4.419,143  35.8
EESA Non-operating income

FUBUWIA Interest 210,135 1.4 55,269 0.4
BENE (HEET) Investment (Note 2) 17,347 0.1 10,664 0.1
EIECEENR Gain on disposal of properties 53 - 5 -
BN Other 45,776 0.2 9.527 041
&5t TOTAL NON-OPERATING INCOME 273,311 1.4 75.465 0.6
E ey L NON-OPERATING EXPENSES AND LOSSES

FISEA (MER) Interest (Note 5) 197,062 10 180,412 15
EEsk (M) Investment loss (Note 2) 58.381 03 )
HEISHAIR SRS Loss on sale of shori-term investments 17,310 0.1 & -
RBBK P8 ()  Foreign exchange loss - nat (Note 2) 14,631 0.1 36,957 0.3
ROBEEEERS Loss on disposal of properties 3,928 - 29,664 0.2
HittE% Other 16,374 0.1 2469 -
5E TOTAL NON-OPERATING EXPENSES 307.686 1.6 249,502 2.0
FRATF & INCOME BEFORE INCOME TAX 8,580,744 444 4245106  34.4
B8 (FisE_—FK-+—) INCOME TAX (NOTES 2 AND 11) 106,730 0.6 - 8
s NET INCOME $ 8.474,014 438 $ 42451106  34.4
Fosdiiog Tk EARNINGS PER SHARE $10.86 $6.98 o
HEEETRENNEFIRY Based on weighted average shares outstanding during the =
SHEN+=HFE780.000.0008% »  year-780,000,000 shares in 1994 and 608,304,000 shares

N+ZEE608. 304, 0008 E in 1993

RN T=EERENIIETIY  Based on weighted average shares outstanding during $5.44

B BETE 1994

&M= M s RS EAFEERER = —8&BD « The accompanying notes are an integral part of the financial statements.




5 o B 4y 88 B R STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

REA+Z4ERA+ 4 —H—HZE+"H=1—H For the Years Ended December31, 1994 and 1993  ¥{ii : 2 HREEREEA - BHE%TT
UNIT:NT$k, Except Earnings Per Share

TR A (misuoe) WA PRERER (HEN) 100 aat
CAPITAL STOCK ISSUED FAg i RETAINED EARNINGS FEL SHARE-
($10 Par Value) i (Note 8) - HOLDERS'
(Wik-B ) (=) MEnOmy
W (fFR) @9 SURPLUS  BUEARL ROTIREE  ATH ADJUSTMENT
Shares Amount (Notes 2 and 8) Legal Unappropriated Total (Note 2)
Reserve Earnings

RENT"F—H—HB® 551000 $5510000 $817 $ 96,521 $1,454987 $1551,508 % - $7.062,325
BALANCE, JANUARY 1, 1993

REROEC (MIEEN)

Appropriations of prior year's eamings (Note 8)

BELH 3 . - 117724 (117,724) e -
Legal reserve

BTHF ) . - - (207,523) (207,523) - (207,523)
Bonus to employees

BERIF--BIR1. 047T 57,304 573,040 i - (573,040) (573,040) - -
Stock dividds -- $1.04 per share

EBRN+ R - g - - 4245106 4245106 - 4245106
Net income for 1993

ROBEEEN ST EF N _ . 5 3 (5) (5) i A
Transfer of gain on disposal of properties

REIRER SRR . ; . . . - 1,193 1,193

Translation adjustment on long-term investments

REINT—F+_"RA=1—Hi# g0g304 6,083,040 822 214245 4,801,801 5016,046 1,193 11,101,101
BALANCE, DECEMBER 31, 1993

BEROE (MIEEN)

Appropriations of prior year's eamings (Note 8)

EERTH - - - 424510  (424,510) - - =
Legal reserve

BTHIF
Bonus to employees

RE . - - - (97,281)  (97.281) - (97,281)
Cash

Bsﬁa‘—‘; 20,837 208,366 - - (208,366) (208,366) = -
tocl

REMF-BR1.007T , - . - (608,304) (608,304) - (608,304)
Cash dividends - $1.00 per share

IERIF-FiR2. 487T 150,859 1,508,504 - - (1,508,594) (1,508,594) . -
Stock dividends - $2.48 per share

EEFH . " . . (38,208)  (38,206) - (38,206)
Banus to directors and supervisors

RENT=FEH 8 . . . 8474014 8474014 - 8,474,014
Net income for 1994

D Bl EE EF eI E AN . B, 53 . (53) (53) - -
Transfer of gain on disposal of properties

REEREIREEY B -

Tranglation adjustment on long-term investments

REN+=F1"_B=1—B8®R 730000 $7,800.000 $875 $638.755 $10390501 §11.029.256 $ 697 $18.830,828
BALANCE, DECEMBER 31, 1994 —— N IR eI e

496 496

Ml ET R AT ERTEZ —aBD ©  The accompanying notes are an integral part of the financial statements.




B4 B: STATEMENTS OF CASH FLOWS 'S SSEEEEESSSENEEENERERER

BEAT=FRAT 4 —H—HZE+=-H=1+—H For the Years Ended December 31, 1994 and 1993

B - HrAETIT

UNIT:NT$k

N=HE 1994 NZEE 1993

%% Amount &% Amount
EREHIRERE - CASH FLOWS FROM OPERATING ACTIVITIES
fife NET INCOME $8,474,014 $ 4,245,106
ERMER Depreciation and amortization 2,897,584 2,147,161
BRI EEE () —25  Investment loss (income) recognized by equity method-net 49,028 (5,168)
I2SIfHIERIR Provision for doubtful accounts 1,268 22,960
IBYIFREE RiTiEEX Provision for sales returns and allowances 67,238 128,898
IBSRIASER Provision for retirement benefits 69,600 44,400
ERTEY Effect of exchange rate changes on cash 8,021 (16,532)
BERSERE2IFEE) CHANGES IN OPERATING ASSETS

AND LIABILITIES
FENEARATRE Receivable from related companies (198,335) (94,547)
ENER Notes receivable (33,017) 1,657
[EWTIRER Accounts receivable (752,804) (379,982)
=3 Inventories (126,154) (310,545)
BEEREMREEE Prepayments and other current assets (97,319) (61,691)
FEIRRATNE Payable to related companies 109,020 184,154
FE(THRTR Accounts payable 708,287 232 968
fEEtelE Accrued expenses 126,705 57,994
[EERER Income tax payable 89,549 .
HittmEEE Other current liabilities 4,638 (91,681)
Hith Other 21,185 29.660
e EH) RIS A NET CASH PROVIDED BY OPERATING 11.418.508 6,134,812
ACTIVITIES

REEREICIRSRE CASH FLOWS FROM INVESTING ACTIVITIES
REETEE Acquisitions of properties (7,407,672) (3,855,551)
RHER R ER Increase in long-term investments (2,962,515) (86,960)
HEIRHRIYE AT Proceeds from sale of shortterm investments 479,992 -
IBNNAEHR Increase in short-term investments (497,302) -
HEETEEBRD Proceeds from disposal of properties 519 31
IEIEfEIEIEM Increase in deferred charges (28,080) (33,904)




NTZAEE 1994 AT R 1993

%8 Amount %8 Amount
FHREEIEM Increase in refundable deposits (103,803) (184,650)
W EREDR Advance raceived for sale of equipment 103,588 '
Hfth Other {9.250) N
WEGEE)ZBIRS R NET CASH USED IN INVESTING ACTIVITIES (10.424.523) (4.161.034)
EESEEC IR R CASH FLOWS FROM FINANCING ACTIVITIES
FEEF Cash dividends (608,304) .
BTIREHH Bonus to employees (97,281) (207,523)
EE B Bonus to directors and suparvisors (38,206) 5
TEEAERTR Decrease in short-term debts (48,044) (584,135)
BIERAER Additional long-term bank loans 1,953,078 1,368,395
HERIET Repayments of long-term bank loans (1,379,515) (903,464)
FEAFRESIENM Increase in deposits received 641.319 260,318
EEEETSESHA (i)  NET CASH PROVIDED BY (USED IN) 423,047 (66.409)

FINANCING ACTIVITIES
il = EFFECT OF EXCHANGE RATE CHANGES (8.021) 16,532
ON CASH

FEERSEN NET INCREASE IN CASH 1,409,011 1,923,901
FIREEREE CASH, BEGINNING OF YEAR 2,082,278 158,377
FEIREERER CASH, END OF YEAR $3,491,289 $2.082,278
REMBEACfFCIEE  SUPPLEMENTAL INFORMATION
EEESHRE INTEREST PAID 195.652 42
(FREEAREFR) (EXCLUDING CAPITALIZED INTEREST) : ’ $ 17M425
FEEZ{IRFER INCOME TAX PAID 17,181 -

M2 MIEE R AR5k = —8B53 © The accompanying notes are an integral part of the financial statements.
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TAITWAN SEMICONDUCTOR MANUFACTURING COMPANY LTD. NOTES TO FINANCIAL STATEMENTS

December 31, 1994 and 1993 UNIT: NT$k Unless Specified Otherwise

1L.ORGANIZATION AND OPERATIONS

The Company was initially established as a venture among the Development Fund of the Executive Yuan, N.V. Philips'
Gloeilampenf abrieken, and certain other private investors. In September 1994, its shares were listed on the Taiwan Stock
Exchange.

The Company is engaged mainly in a) the manufacture and sale of integrated circuits and other semiconductor devices
and providing assembly, testing, and computer-aided design services for these products, and b) the manufacture and sale

of masks.

2.SIGNIFICANT ACCOUNTING POLICIES
B Allowance for sales returns and allowances
Estimated sales returns and allowances are provided when sales are recognized. Actual sales returns and allowances

incurred are charged to the reserve and any excess is charged to expense.

EInventories
Inventories are stated at the lower of standard cost adjusted to approximate weighted average cost or market value.
Market value represents net realizable value for finished goods and work in process and replacement value for raw

materials, supplies, and spare parts.

B Long-term investments
Investments representing 20% or more of the total com mon shares of each investee or for which the Company exer-
cises significant influence on the investees are accounted for by the equity method.

Other investments are carried at cost.

B Properties
Properties are stated at cost less accumulated depreciation. Major renewals and betterments and interest expense in-
curred during the construction period are capitalized while maintenance and repairs are expensed currently.
Depreciation is provided on the straight-line method over estimated service lives which range as follows: buildings -
10 to 20 years; machinery and equipment - 5 to 10 years; office equipment - mainly 5 years.
Upon sale or disposal of properties, the related cost and accumulated depreciation are removed from the accounts, and
any gain or loss is credited or charged to income. Any such gain, less applicable income tax, is transferred to capital

surplus at the end of the year.

B Deferred charges

These consist of deferred software and system design costs which are amortized on the straight-line method over 3 years.

B Retirement benefits
Contributions to the retirement fund and provision for retirement benefits are charged to expense when paid or ac-

crued. Actual retirement benefits in excess of the fund and reserve shall be charged to expense when paid.




(1) It R0 2 AR IR - DR AR RIS IH T~ 2 A IR AR Ry -

() HEfhEEREE : (FRBEFEZIEANEE -
REPRIEET 2R AAN EEE B S/ - FAETHRLIEZRZBIHAESRGT I AR - STHIE A e ERw RN HAE SR BRI TEE A
EEERIT 2 8RS S HUEA RIS - FEUNESNEEERN EiEIREIRER - BIGIREZ2BIHAESRRE - TELEZR
JREEEE - PERHAEAE -

ERIEEDIR
NT_FEBRRE TREEFERDR - RS/ \T=FERFBRERITE -

= 1Rl
ATtT=FE AT _F K
L O $ 92,634 $ 87,831
L 742,035 672,348
JEREL. oo S O A o 5 123,404 147,611
e 300.060 280,407
1,258,133 1,188,197
B RIETEIER (41,309) (97.527)
$1.216.824 $1,090,670
VY~ Fe 307 1% b 1 2%
AT =FE A+ — FE
FERSLER  RSUSEER FAARLER]  IRSISER
ERAEEHE
(=1 burt L == S 11.3 $ 39,500 113 $39,500
1B R AT
EEEEERYERNERATEREFAE ... 100.0 38,074 100.0 34,542
BRI RAEROERATEMNFAT ... 100.0 5,866 100.0 3,114
I 1 S P 19.6 105,893 20.0 84,000
T R R IR EIR AT ... 210 2.884.814 ) B}

$3.074,147 $161,156

ERCEREEEROERATRELUFATHE - ESEM+_FATEMN—CEEs - BEENSERN\+=8+ 2881 -
HEN\=E+_B=1+—HIt : ZATWILAETE14,002, 008F7T » ERARTHESHE2 943, 19577 ¢
FRIRBERIFISEN RO ERADESHNEREZHHER » IR ENENELIETR N —FEER -




BIncome tax

Income tax is provided based on taxable income. Tax credits arising from investments, research and development,

and personnel training are recognized in the year when they reduce income tax payable.

B Foreign-currency transactions
Foreign-currency transactions other than forward exchange contracts are recorded in New Taiwan dollars at the rates
of exchange in effect when the transactions occur. Gains or losses caused by the application of different foreign ex-
change rates when cash in foreign -currency is converted into New Taiwan dollars or when foreign-currency receiv-
ables and payables are settled are credited or charged to income in the year of conversion or settlement. At year end,
the balances of foreign-currency assets and liabilities are restated based on the prevailing exchange rates and the
resulting differences are recorded as follows:
a. Long-term investments accounted for by the equity method - as cumulative translation adjustment under share
holders' equity.
b. Other assets and liabilities - credited or charged to current income.
Forward-exchange contracts for hedging purposes are recorded at the spot rates on the contract dates. The foreign-
currency amounts of the contracts multiplied by the differences between the spot rates on the contract dates and the
contracted forward rates are amortized over the contract periods. At year-end , the balances of forward-exchange
receivables or payables are translated based on prevailing exchange rates and the resulting differences are credited

or charged to current income.

B Reclassifications

Certain accounts for 1993 have been reclassified to conform to 1994 classifications.

3.INVENTORIES
1994 1993
Bitrshedietods conianmrmannnrr s s i s e e $ 92634 $ 87,831
T I O S s cvmases e e e S i o o e e s o i, 742,035 672,348
RAW IMALETIALS .vviivniiiiiiiiiiiiiieiiieiiiieirtisessssssrsssrsssrnssssssassnsssnssnsssssssnsssnssssrsnsssnsssessnsssnssnsssnensn 123,404 147 611
SUPPHESETNCLEPETOTIATIS wsvivmvcssims oo sk R o S hos S SRS P o Fa i P et 300.060 280,407
1:258.133 1,188,197
ATLOWANICE FOT IOSSES e eeeeeeeeee oo e e eee s s e eeeeeee e eeeeseee e e seeeseeeeeeeeeseseseeseeeseeenas (41,309) (97,527)
$1,216,824 $1,090,670
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4. LONG-TERM INVESTMENTS

1994 1993
%of  Carrying %of  Carrying
Ownership Value Ownership Value
Accounted for by cost method
Taivwan NMask Corp ot atiof s mm s i s R st baes 113 $ 39,500 113 $ 39,500
Accounted for by equity method
TEGNACT =TLLGA o cermvmumriomsessess isses s as SR e R e s SRR S e 100.0 38,074 100.0 34,542
B B o 100.0 5,866 100.0 3,114
CagsarTechnology N (ETI sownrsmnsnsmaaumminaims s 19.6 105,893 20.0 84,000
Vanguard International
Semiceniductor CorporationVIS) . .o rmmmmmmsmmmsse 21.0 2,884,814 - o
$3,074,147 $161,156

VIS was established in December 1994 as a venture between the Ministry of Economic Affairs and a syndicate of 12
companies led by the Company. As of December 31, 1994, the issued capital of VISC amounted to $14,002,008, including
$2,943,195 contributed by the Company.

The carrying values of the stock investments accounted for by equity method are based on audited financial statements

4

except for CTI whose statements will only be available in the following year.

5.PROPERTIES
Accumulated depreciation consists of the following;:
1994 1993
BT coomonmnem e simassvemsnsmsnmss sHAS e oD S S 4 AR S i e S S S SO B AT $1,082,492 $ 776,995
L7 FTalsTaTeim k| 315 E=T0 b1 5 0T<10 1 ARERERIERSSERNEUREIRSTR ISR SRS R EIE R 6,961,226 4,499,478
O o e P s T e e T e e e 226,882 173,874
$ 8,270,600 $ 5,450,347

As of December 31, 1994, the unexpended budget for expansion of the second manufacturing plantis about $6,315,276.
The Company started the construction of its third manufacturing plant in December, 1993, at a total cost of about
$18,700,000, of which $13,752,500 for the first phase has been approved by the Board of Directors, and expects to start
operations in October, 1995. As of December 31, 1994, the amount aggregating about $2,007,701 has been incurred.
Interest costs capitalized in 1994 and 1993 amounted to $15,868 and $27,467 respectively.

As of December 31, 1994, properties with an aggregate net book value of about $5,286,030 are mortgaged as collateral for
long-term bank loans.

6.SHORT-TERM DEBTS

1994 1993
L/C loans : due within 180 days, 3.3% - 4.23% INterest ...........cccccvveiiniiniennennins $ - $27,958
Bank loans: due in May 1994, 4.39% interest ............cccooiomiieiiieiiiicnie e - 20,086
B = $48,044

As of December 31, 1994, the Company has unused short-term credit lines of about $3,468,230.
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7.LONG-TERM BANK LOANS

New Taiwan dollar loans

Repayable in quarterly installments through February 1997; 7.5% interest ............
Repayable in quarterly installments through April 1998;7.25% interest
Repayable in quarterly installments through March 1998;7.25% interest

U.S. dollar loans
US$2,668 in 1994 and US$5,336 in 1993, repayable in quarterly
installments through October 1996; 5.55% - 8.07% interest in

1994 anicl 4.36% =4 4A9% HTLDB ivicviicisaimnsmmismsissamis asvsimsiia o

US$1,582, repayable in monthly installments through

December 1995 (prepaid in 1994); 4.36% - 4.49% INtErest ....coccvvvvveieieiiieeenns

US$4,933, repayable in semi-annual installments through

August 1996 (prepaid in 1994); 4.43%INTETESE ..oovvvviiiiiiiisiie i

US$12,852in 1994 and US$19,278 in 1993, repayable in semi-

annual installments through January 1998; 6.34% interest in

1994 and 4.36% N 1993 ... et

US$3,716, repayable in semi-annual installments through

September 1998 (prepaid in 1994); 4.36% INTELESE ...ovvvevrerivrensireveessinsirasinenes

US$6,159 in 1994 and US$9,239 in 1993, repayable in semi-

annual installments through December 1998;8.06% interest

1 1994 anel 441 Vo Tt TOTT s ousemssiiassvedes o0 svisiusies i il ansss 4 b e drait na s s smmmmmssmes srassasss ‘

US$5,434 in 1994 and US$8,695 in 1993, repayable in semi-
annual installments through April 1998; 6.28% interest in 1994

and 4,379 0N 199F ... ccseomsesissssrssnnsss ssssssssnnsessomssmns spmssessnssusssnmes ssnssas sswamsonss

US$3,733 in 1994 and US$5,600 in 1993, repayable in semi-

annual installments through November 1998; 7.47% interest in

1994 i 450 ATTADDD ovvumusunvesssnvuutssasissmvinsyanis svs s isam s sxevovs san sonsvs soiss

US$14,954, repayable in quarterly installments through July

1999, 6.17% - B.02% INEETESL vevvrevreeriieiirerrsrieieerre e errra e seneerraseesneesreeeasnees
US$10,000, repayable in September 1997, 7.11% interest .........cccvvvviirieinins

US$7,838, repayable in semi-annual installments through

APl 997, 6. 7AYo AEETESE wovsvunmesnsasnmismn svarsarsss s o s vesss v sasans seaasens s sses
US$10,000, repayable in May 1997, 7.14% interest ............coociiiiiiiniiciinnnicns

US$11,513, repayable in semi-annual installments through
May 1997, 7.17% interest

US$2,842, repayable in December 1996, 6.98% - 7.19% interest ....................

US$10,428, repayable in semi-annual installments through

January 2002, 7.03% - 7.23% INEETreSt .......ceiieriieiieiiee e

Pertiomdus WithiTiONE WEAT, v st s s st sveas s

[—
£

297,616
246,577
239,400

69,902

336,722

161,374

142,369

97,814

391,790
262,000

205,343
262,000

301,627
74,456

273216

3,362,206

103.000

$3,259,206

As of December 31, 1994, the Company has unused long-term credit lines of about $778,670.

1993

$ 535,712
351,337
345,800

142,204

42,165

131,464

513,759

99,026

$ 246,218

231,718

149,240

2,788,643
242,000
$2,546,643
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8.SHAREHOLDERS' EQUITY
Under the Company Law, capital surplus can only be used to offset a deficit or capitalized.

The Company's Articles of Incorporation provide that the following shall be appropriated from the annual net income

(less deficit, if any):

a. 10% thereof as legal reserve;

b. Bonus to directors and supervisors and to employees equal to 1% and at least 1% of the remainder, respectively.
These appropriations and the disposition of the remaining net income shall be resolved in the following year and given
effect to in the financial statements of that year.

Under the Company Law, the aforementioned appropriation for legal reserve shall be made until the reserve equals the

Company's capital. Such reserve may be used to offset a deficit; also, when the reserve has reached 50% of the paid-in

capital, up to 50% thereof may be transferred to capital.

9.LONG-TERM LEASES

The Company leases the land, building and certain machinery and equipment of its first manufacturing plant from the
Industrial Technology Research Institute under two ten-year lease agreements which will expire on March 31, 1997, at
monthly rentals aggregating $6,866. The agreements are renewable upon expiration and can be terminated by either party.
The Company leases the land for its second and third manufacturing plants from the Science-Based Industrial Park
Administration Bureau under several lease agreements, which will expire on various dates from March 2008 to May 2013,
atannual rentals of aggregating $23,328. Each agreement is renewable upon expiration.

Minimum annual rentals for the next five years and thereafter are summarized as follows:

Year Amount
1= $105,720
D e T e e 105,720
L T T e 8 ettty 8 43,926
TGO, < s s S 5 A A O A T S AT S S A A PR 23,328
TR e o s S SR 08 S R S S o A R S S S P S e S R ] 23,328
POOBE = ZIOLS:scosrsiomwaranmmmyans v s T o S 8 R 4 FO o 0 3 o R R S0 i S B S S 59 S A e B S A R A S 251,077

8553,099

10.RETIREMENT PLAN

The Company has a retirement plan covering all regular employees. Benefits under this plan are based on length of
service and average monthly salary at the time of retirement.

The Company makes monthly contributions, equal to 2% of salaries and wages, to a retirement fund which is adminis-
tered by the employees retirement fund monitoring committee and deposited in the committee's name in the Central

Trust of China which acts as trustee. The changes in the fund are summarized as follows:

1994 1993
Balance, beginmning Of YEAT .......c.oooier e e e $52,805 $35,592
CONETIEIONG . oo eorsresssmmnssnnsmesssonsnnnsnssnsss sasnsisbant i Sos SR EETR AR T oM TR SRR o oo B 20,528 14,235
0 EGh i oo 00 0 ) R 1 AR P R e T o S 4272 3,068
Balance, Nid Of FEAY ..veerirreriressessnnssnnsrssrssssnesssssnsssessassensssnsossessnsensassssansassntabs sadsbassssoss $77,695 $52,895

The Company provided a reserve for retirement benefits, at 7.3% in 1994 and 6% in 1993 of salaries and wages, to cover the
unfunded retirement liability. As of December 31,1994 and 1993, such reserve amounted to $114,000 and $44,400 respec-

tively.
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11.INCOME TAX

1994 1993

Baset onTAXADIEIMTCOME issvisnsiomsaessssvesmssssssssssses it st 5isies o 5oas v m s s e sisssmsss $297,243 $66,520
Credits arising from investments, research and development,

iale §oloin=laiglal=i 2111 il g (- CHERURUIRRINDES SRS RO ERPESRSE U S P (190,513) (66,520)

$106,730 s -

The Company's income attributable to the following projects and services are exempt from income tax:

Tax-Exemption Period

Fimstmanufachormneplamb o s s e e e s S R AT e et January 1, 1989 to December 31, 1993
Module A of second manufacturing plant ... January 1, 1992 to December 31, 1995
Module B of second manufacturing plant ..........ceoeeveeeeemeeeeeeeee e January 1, 1993 to December 31, 1996
Computer-aided design Services ........ccoiveiieiiiiiniis s January 1, 1994 to December 31, 1997
Expansions of the first and second manufacturing plants ... Not yetdecided

The tax-exempt income for the year ended December 31, 1994 and 1993, amounted to about $7,072,116 and $3,934,572
respectively.
As of December 31, 1994, the Company has unused tax credits arising from investments and research and development

and personnel training expiring as follows:

Year of Expiry Amount
DD ass ks om0 B R R S 9 9 T S S 8 6 S P o £ S i e B S o S s S A e S R g $ 16,938
O s B A R S T R e S o e A S e A S SR i et 83,171
O i S S A T e o S S L S U S T R A s S O P S S R N e 169,120

$269,229

Income tax payable as of December 31, 1994, is net of prepayments of $17,181.

Income tax returns have been examined by the tax authorities through 1991.

12.RELATED PARTY TRANSACTIONS
The Company engages in business transactions with the following related parties:
a. Industrial Technology Research Institute (ITRI); its supervisor is the Company's chairman.
b. N.V.Philips' Gloeilampenfabrieken (PHILIPS), a major shareholder, and its affiliates.
c. Subsidiaries
TSMC-US.A.
TSMC - Europe
d. Investees accounted by equity method
Caesar Technology Inc. (CTT)
Vanguard International Semiconductor Corporation (VIS)

The transactions with the aforementioned parties are summarized as follows:

1994 1993
During the vear Amount Y% Amount Yo
Sales
TR s nnanany T R S T TSR S A P $ 3028 02 $ 28617
PHILIPS and its affiliates ........cccccceeiiiiiiiins T R SR e R SR AN 2209311 113 1210368 95
$2,239,596 11.5 $1,238,985 9.7
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1994 1993
Amount % Amount Yo
Rental expense
TIR «ooeoeeeeeeeeeeseeeeeemsuemeeseseasssesssnssenssemteemseensoesesseeseasssaseesenesesennes $ 84129 856 $ 82430 911
Manufacturing expenses
Technical assistance fee - PHILIPS (INote 13) ...cuuevveiiieciieeceeeeeeeans $ 445,476 96.6 $282,293 97.0
Processing chatpes~CTT e s s e $ 148,438 38.2 + $155477 27.0%
* % of processing charges
Selling expenses (commissions)
TTOMIC LS. ovnsvas s sinmont oo oo s v st ess Rivsisdesbi 6685 i srs 3833 v Esrite $ 238,614 59.0 $174,664
TEME - EITOIEE sasriessevim s v Sosiars s S T e s I e a e v o 39,118 9.7 8303
$ 277,732 68.7 $ 182,967 60.0
Research and development expenses
Licetise fee'=TTRL (INGEELB) i mssmsnisvwimnmasinsissssssisssspan s s e ssans $ 24762 4.5 $ 24762 79
Nonoperating income - other
VS v o e e e S R e A e T R R $ 16,736 6.1 $ - -
Atend of year
Receivable
1 B e e $ 11,141 04 $ 1 -
PHILIPS and its @ffilIates .....cceveeeiimrieeeiiee e ce e s 361,730 11.6 191,829 9.0
VIS . ccvemevussmsress vamssse s e s s ememssusasnsesnesssas sasmssns v pesnsns e senssmarasrssnsnssn 17294 0.6 = =
$390,165 12.6 $191,830 9.0
Prepayments and other current assets
Prepaid rental - ITRI ....ocovioiiiiieiiieie e $ 21,106 9.1 $ 20979 155
Payable
BPEITETIZS sz s samasess s 10a 8 e T S T e SR T $ 176,802 84 $149,115 115
TOMOC=UBAL e csihe s i s S e i o e o o o A oA v 148584 7.0 83907 65
B L G o s 15,236 0.7 7477 0.6
KEETL oo s s o s S A S Ao S PP L S AR 3RO 15122 0.7 10,825 0.8
L B B 4600 0.2 - -
$360,344 17.0 $251,324 19.4

The sales to related parties are based on normal selling prices and collection terms. The processing charges are also based

onnormal rates and payment terms.
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13.COMMITMENTS

a. Payment of technical assistance fee to PHILIPS at an agreed percentage of net sales of certain products for ten years
starting January 1, 1988. Atexpiration, the agreement shall automatically continue for successive periods of five years,
unless terminated by either party under certain circumstances. The Company shall continue to pay the fee for three
years after the final expiration of the agreement.

b. Payment of submicron technology license fee of $129,400 (including 5% value-added tax) to ITRI for five years, plus
royalty fee at an agreed percentage of net sales of certain products through December 31, 2000. As of December 31,

1994, the Company has paid such license fee of $111,400.

c. PHILIPS and its affiliates are entitled to claim each year up to 30% of the Company's capacity, provided that sufficient
and timely notice is given to the Company.

d. In October 1993, the Company entered into two deposit and supply agreements with two customers. Under the
agreements, a) the customers shall make available US$34,200 to the Company as guarantee deposits, b) the Company
shall use these deposits to purchase machinery in order to supply the customers with 252,000 wafers from May 1994 to
June 1997 at most favored customer prices, and ¢) if the customers are unable to purchase the agreed quantity and the
Company is also unable to sell such quantity to other customers, the customers shall compensate the Company at most
favored customer prices or specified prices, whichever is less.

In order to supply the abovementioned wafers, the Company has entered into a manufacturing agreement with a

contractor in October 1993. Under the agreement, a) the Company shall purchase machinery valued at about $2,200,000

(as of December 31, 1994, about $1,956,740 had been purchased), which shall be installed in the contractor's plant, b) the

contractor shall supply the Company with 252,000 wafers from May 1994 to June 1997, ¢) the contractor shall purchase

about 2,000 wafers per month for its own account from the Company at a specified price, d) the contractor shall purchase
the machinery at its net book value in June 1997 and make monthly advance payments to the Company from May 1994 to

June 1997 (as of December 31, 1994, such payments aggregated $103,588, and e) if the Company is unable to purchase the

agreed quantity and the contractor is also unable to sell or use the unused capacity, the Company shall compensate the

contractor at a specified price per wafer. In October 1993, the Company placed a guaranty deposit of $200,000 with the

contractor.

14. LITIGATION

In September 1994, Nintendo of America, Inc. sued the Company and its subsidiary TSMC-U.S.A. for infringement of
intellectual property rights, and is seeking compensation and termination of the production and sale of the products
involved. As of December 31, 1994, this lawsuit is in progress. The Company manufactures the products based on orders
from customers, with whom it normally enters into contracts which provide that the Company can obtain indemnifica-
tionifitis sued for infringement of intellectual property rights. Accordingly, the Company believes thatit may notsuffer

any significantloss from this litigation.

15. SEGMENT INFORMATION
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Country 1994 1993
L T LT T e $11,172,106 $7,772,202
B T o R P e o By U R P PSP e 2,663,848 1,065,086

$13,835,954 $8,837,288
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Facility Name Address Telephone Fax
RIAFPREETE"R REREHTTHRSTXEERE=IE1215% (035)780221 (035)781546
Corporate Headquarters & No. 121, Park Ave. Ill, Science-Based Industrial Park,

FAB Il Hsin-Chu, Taiwan, R.0.C.

REEE—H TSR T e EE R B PR TUES 1955R67EE (035)821240 (035)822616
FAB I Building 67, No. 195, Sec. 4, Chung-Hsing Road,

Chu-Tung, Hsin-Chu, Taiwan, R.0.C.

SENE=® RS EE Rk (035)772089 (035)781548
FAB Il No. 9, Creation Rd. |, Science-Based Industrial Park,

Hsin-Chu, Taiwan, R.O.C.

ESERS/N=|

TSMC-USA 1740 Technology Drive, Suite 660, San Jose, 1-408-4378762 1-408-4417713
CA 95110, USA

L6 VN

TSMC-Europe World Trade Center, Strawinskylaan 1145, 31-20-5753105 31-20-5753106
1077 XX Amsterdam, The Netherlands

BOwEIEES A TSMC Spokesman

HE - DR NAME:GRAY T.L.TSENG

THE « BRI _ TITLE:VICE PRESIDENT

EERE : (035)780-221 {BE : (035)781-545 TEL:(035)780-221 FAX:(035)781-545

SHEER Ry R SRS Stock Title Transfer

h S e S SR TH R CHINA TRUST COMMERCIAL BANK TRANSFER AGENCY DEPARTMENT

St =B —ERe3ahsig 5FL., NO. 83, SEC. 1, CHUNG-CHING S. RD., TAIPEI, TAIWAN, R.O.C.

TEET : (02)361-3033 TEL:(02)361-3033
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TAIWAN SEMICONDUCTOR
MANUFACTURING COMPANY LTD.
No. 121, Park Ave. I1I,
Science-Based Industrial Park,
Hsin-Chu, Taiwan, R.O.C.
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