Q be e ‘ lIIHiIIlIIlIWﬂ@!ﬂlﬁ!ﬂﬂ\ill\ll)\\ll)

, ) . 4
]_, [Y qoc 1934 Act Registration No. 1-14700 | REJ. S3.0.

b

SECURITIES AND EXCHANGE Jol 25 2002

COMMISSION g
Washington, DC 20549 -7 1088 |

FORM 6-K
REPORT OF FOREIGIN PRIVATE ISSUER
PURSUANT TO RIUILE 13a-16 OR 15d4.16 OF
THE SECURITIES EXCHANGE ACT OF 1934
For the month of January 2002

Taiwan Semiconductor Manufacturing Company Ltd.
(Trapslation of Registrant's Name into Enplish)

No.121 Park Avenue IIX

Science-Based Industrial Park P R@@ESSED
Hsin-chu, Taiwan -
(Address of Principal Executive Offlces) ‘;7 FEE o ﬂ 2@@2
THOMSON

(Indicetc by check mark whether the registrant files or will file ammual reports htiFANCIAL
wyer of Form 20-F or Form 40-F.)

Form 20-F __V___ Form 40-F

(Indicare by check mark whether the registrant by fumnishing the information
enntained in this form is also thereby furnishing the information to the Commission pursuant
to Rule 12g3-2(b) under the Securities Exchange Act of 1934.)

Yeg No __ V _

(If “Yes” is merked, indicated below the file number assigned to the registrant in connection
with Rule 12g3-2(b): 82: )

THIS REPORT ON FORM 6-K SHALL BE DEEMED TO BE INCORPORATED BY
REFERIENCE IN THE REGISTRATION STATEMENT ON FORM F-3 (FILE NO. 333-
14218) OF TAIWAN SEMICONDUCTOR MANUFACTURING COMPANY, LTD. AND
TO BE A PART THEREOF FROM THE DATE ON WHICH THIS REFORT IS
FURNISHED, TO TIIE EXTENT NOT SUPERSEDED BY DOCUMENTS OR REPORTS

SUBSEQUENTLY FILED OR FURNISHED.




SIGNATURES

Pursuant (o the requircments of the Securities Exchange Act of 1934, the registrant

hag duly caused this report to he signed on its behalf by the undersigned, thereunto duly
authorized.

Taiwan Semiconductor Manufucturing Company Ltd.

Date: January 25, 2002 By
1 § b
Harvey Chang . v
Seniur Vico President & Chief Financial Officer




Recent Developments

Ay d resull of vur common shares being listed on the Tuiwan Stock Exchange, we are required on an on-going basis 1o file
yith the Toiwen Stock Exchange unaudited unconsolidated financial statements as of and for the ycar-to-date period cnding on
each of March 31 and September 30. We also regnlarly release nnconsalidated financial statements as of and for the six months
cnded Junc 30 and as of and for the year euded Dewenibes 31, These unsuusulidated Guancial stateiucnls are prepared in
accordance with generally accepted accounting principles in the Republic of China, also called ROC GAAP, which differ in some
material respects from generally accepied accounting principles m the United States, also calied US GAAP. For a discussion of
the material diffcrences between ROC GAAD and US CAAT, sec note 24 to our consolidated financial statcments in our
Registration Statement on Form F-3 (Registration No 333-1421R), initially filed with the United States Securities and Exchange
Conutissivit un Deseinber 21, 2001 (as wncuded, tic “Regisiradon Stuement™), In addition, by their natwre, unconsolidaed
financial statements are not comparable in material respects with consolidated financial statements, and should not be comparcd
10 the consolidated financial statements for prior penods. Because we have released certain unandited unconsolidated financial
statcments for 2001, we are required under applicable rules of the United States Securitics and Exchange Commission to include
those unaindited unconsolidated financial statements in the prospectus constituting part of our Registration Statement.

The summary income statement data and cash flow data for the ycar coded Decomber 31, 2001 and 2000 and the summary
balance sheet data as of December 31, 2001 and 2000 set forth below ave derived from the 2001 nnandited nncansolidated
financial statements and the 2000 unconsolidated financial statcments iucluded in tis Report vu Foru 6-K aud should be reud in
conjunction with, and is qualified in its entirety by reference t, these unconsalidated financial statements.

The ungudited unconsolidated financial statcments, including the information summarized below, do not consolidate the
financial position and aperations of any of anr mbsidiaries Tnstead, the unconsolidated financial statements account for our
invesuuenls in vur subsidiurics, including TSMC Inernatonal Investment, our holding company for WaferTech, by using equity
method sccounting, which diffess materially from consolidation. Other differences resulting from nonconsolidation includc:

« the lgvel of our bank debt which is zcro on an unconsolidated level because all of qur bank debr is bormowed by oue or
mare of onr cuhgidiaries;

* inlercompany sales between Taiwan Semiconductor Manufacturing Company Limited and its subsidiarics arc nat
eliminated; and

+ individual assets, liabilities, revenue and expenses of unconsolidated subsidiaries are not included in the unconsolidated
Luancial stalcments.

For a discussion of the accounting poficies used m the nnandited nnennsolidated financial statements, see note 1 to the
upaudited unconsolidated financial stateineats induded in tie Registativn Staicmcul Becanse we account for subsidiaries in our
unconsolidated accounts based on the equity method, our unaudited unconsolidated net assets and net income would generally be
the same as 1n our consolidared accounts. Other amounts in other line items may be materially different in our unconsolidated
financial statcments from our consolidated financial statements. We can give no assurance as to what tie selative level of
unconsolidated and consolidated assers, ner sales, net income or any other financial statement line item will be for the year ended
December 31, 2001,



Summary Unconsolidated Financial Infusmation

Year endad Decoudna 31
2000 00
(unsudfted)
NTS§ NTS
(in miltons, escept percentages,
carningas per sharc and per ADS,
and operating data)

Incnme Statement Data:
ROC CAAP
Nt sales . 166,223 125,888
Cost of zales® . (90,231) (89.507)
Groas profitt . 75,997 36,381
Operating eXpenses™ . mmmmmnssisssime s (15,450) (I9,039)
Income from npcrahorm 60,541 17,342
Ncn—opernﬁng income...... $.301 2,893
Non=operating sxpeuses. (2,005) (9.575)
Income before income taxes ., . 63,837 10,659
Tnanme tax {expanss) bonefit e 1,269 3,324
Nel i . G$5,106 14,483
Eanings per share ) 573 0.53
Eamines per ADS equivalent ....ccciicerons 28.55 415
Average chares outstanding ....... P 11,401 16,833
HRalaure Sheet Datas
ROC GAAT
Working caphal . 44,762 38,442
Longsterm equity InVeslments . .ouewiisrare. - 33,422 32,8%A9
Propertier . 307,005 215,499
Total uxacts . 340,972 334,733
Long-term bank borrowing®......oiecerecsraees . 0 0
Tongsterm reh! paynhle 29,000 24,000
Guaranty deposit«ia aud othes lidilitics........ 9,030 9,334
Total liabilities . 79,218 58,545
Sharcholders” equity....cccocerceeemerersrenaces . 261,753 277,180
Other Financial Data:
ROC CAAP
Cross margin™. ' 46% 29%
Operating margin . 36% 1436
Net masgin . 9% 17%
Capital expenditures . 78,270 68,002
Depreciation and amortization., we....iyeseseesses o 33,051 a43,%76
Cash provided by operating activitics. 87,800 71,665
Cash used in investing activities_...... 91,130 73376
Cash puvidal by (ure lu) S autivitivs 22,344 (331
Net ca5h flow .. occeceeicnies covieccsnienssrnrecees . (19,014 @431
Operating Nota:
Wafere cold® . 3,408 2,159
Averaps ulilleliun 188 e HP— 1068% 1%

(/) Amounts in 2000 retiect the reclassinication of NT$2,072 million from cost of zales to rescarch and development. Please see “Management’s Discussion and
Analysis of Financial Condition and Consalidated Resmita af Qparstions—Year Ended December 31, 2000 Compared 10 Y aar Ended December 31, 1999
Cort of Saloa and Grosa Profit” in the Registration Stalcment.

; EXxcludes debt securilies. We bave barrowed ai( bank loans through our subsidiarics.

@
(3) Inthousands, .



Year Ended December 31, 2001 (unaudited) Compared to Year Ended December 31, 2000

Net Sales, Our unconsolidated net salcs decreased 24.3% from NT$166,223 million in 2000 1o NT$125,888 million in
2001, Thiy decrease was primaily due w a 36,7% decrease in unconsolidated wafer sales volumc, from 3,408 thousand i 2000 to
2,159 thousand in 2001, partially offset by a 10.3% increase in the unconsolidated average selling price nf anr wafers. The
decrease in unconsolidated wafer sales volume is due primarily to the significant downturn in the semiconductor industry. The
increase in the unconsolidated average selling price of our wafers in 2001 was primarily the result of a significant increase in the
percentage of our net sales comprised of relatively higher priced semiconductors with a resolution of 0.18 micron and betow,
partally offser by a decrease in the averape selling prices for oss sawivonductors, We expect our unconsolidated net sales in
the first quarter of 2002 to grow by s single~digit (in the mid-to-high range) percentage rate versus our unconsolidated net sales in
the fourth quarter of 2001, This statement is a forward-looking statement subject to significant risks and uncertainties, including
those set forth in “Risk Factors” in the Registration Statement.

Commencing in 2002, our sales 1o cuswners in thie Uniled States we acovunted for as an initial sale by Taiwan
Semiconductor Manufacturing Company Limited to TSMC North America and then a sale by TSMC North America to the
enstomers The sale price used for the internal transfer between TSMC and TSMC North America will be determined according
to a ratio test determined after consnltation with the United States Internal Revenue Service, In all periods prior to
December 31, 2001, sales to customers in the United States were accounted for as direct sales by Taiwan Semiconductor
Manufacnring Company Limited. The total amount of these sales was booked as our uncunsulidated uet sales aud a comndssion
cqual to approximately 1% of the salcs price was accountcd for as opcrating cxpenses in our unconsolidnted accounts, while a
corresponding amount was accountad for as revenne for the acconnt of TSMC North America.

Cost of Sales and Grass Profit. Our unconsolidated cost of sales decreased U.8% ffom N'1$YU,231 ruuliton 1 200U 1o
NT$89,507 million in 200]. This decrease resulled from a deicuse i vt gouctal siequiscaicnts fov materials, labor and other
components as a result of our 36.7% decrease in unconsolidated wafers sold, partially offset by a 47.9% increase in
unconsolidated depreciation and amortization expenses from NT$33,051 million in 2000 1o NT$48,876 million in 2001 and an
increase in some material and labor costs required for the manufacture of advanced semiconductors. Our unconsolidated
depreciation and amortization expenses increased in 2001 primarily becanse of the mncreased depreciation associated with
ramping up Fab 6, the capacity increase at Fab 8 und the addidonal cupadily dequired in vw e gss witl TSMC-Acer,

Our unconsolidated gross margin decreased from 46% in 2000 to 29% in 2001. The decrease in our unconsolidated gross
margin was principally the resuit of the decreased sales volumes, as the unconselidared average urilization rate of our fabs fell
from 106% in 2000 1o 51%in 2001. We currently expect our unconsolidated gross margin for the first quarter of 2002 to remain
at a level comparable with our 3% unconselidated gross margin for the fourth quarter of 2001. We also currently expect our
utilizarion rate of the capacity currently available for the production of semicondncrors with a resolution of 0.18 micron and
below at our wholly-owned fabrication plants in Taiwan to reach 90% in the first quarter of 2002. In addition, we currently
expect our utilization rate of the capacity currently available for the production of semiconductors with a resolution of 0.25 or
0.22 micron ta exceed 60% in the first quarter of 2002. As a result, ur overall utifization rate is expected to improve 1o
approxiwately 60% in the first quarter of 2002. These statements are forward-looking statemcnts subject to significant risks and
uncertainties, including those set forth in “Risk Factors” in the Registration Statement. Our unconsolidated cost of sales will also
be affected in all periods after December 31, 2001 by the elimination of the approximately 1% commission previously payable to
TSMC North America in connection with sales by us to customers in the United States as described above. Please see
“Management’s Discussion and Analysis of Financial Condition and Consolidated Results of Operations—Year nded
December 31, 2000 Comnpared w Year Euded Deveniber 31, 1999—Cust of Sales aud Gross Profit” in our Registration Statement
for a discussion of the reclassification of some amounts from cost of sales to research and development in our accounts for 1999
and 2000.

Uperating Expenses. Uur total unconsofidated operating expenses increased 2:4.2% from NT$15,456 million in 2000 to
NT3$19,039 williou iu 2001. Unconsolidated geacral and adminisuative cxpenses increased 14. 1% from NT$5,299 million in
2000 to N'T$6,049 millicn in 2001. This increase resulted primarily from preparations in connection with the expected producrion
of twelve-inch wafers. Unconsolidated marketing expenses decreased 20.7% from NT$2,953 million in 2000 to NT$2,341 million
in 2001, This dccrease resulted primarily from reductions in bad debt expenses and DRAM sclling commissions paid to Vanguard
in 2001,

Unconsolidated research and development expenses increased 47.8% from NT$7,204 million in 2000 to NT$10,649 million
in 2001. Unconsolidated research and development expenses increased significantly as a result of our increased expenditures
related to the development of our 0.13 and 0.10 micron and twelve-inch wafer production technology, along with copper
intercommect techmolopy, as part uf vt indisased fosus vi beiug a Ivade in developing advanced process technology. We
anticipate that our annual research and development expenditures will remain at a similar ahsnhire level in 2002 as in 2001.
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Pleasc see “Management’s Discussion and Analysis of Financial Condition and Consclidated Results of Operations—Year Ended
December 31, 2000 Compared to Year Ended December 31, 1999—Cost of Sales and Gross Profit” in our Registration Statement
for a discusston of the reclassificarion of some amounts from cost of saley (0 research aud developuieut in ous accounts for 1999
and 2000,

Income from Operations. Unconsolidated income from operations decreased 71.4% from NT$60,541 million in 2000 to
NTS$17,342 million in 2001, This was due principally to the global decline in demand in the semiconductor industry. Our
unconsolidated operating margin decreased iTom 36% m 2000 to 14% m 2001, We currently expect our unconsolidated operanng
waigiu for the first quarter of 2002 to improve from our wmeonsclidated operating margin for the fourth quartcr of 2001, This
statement is a forward-looking staternent subject to significant risks and uncertainties, inchuding those set forth in “Risk Factors”
in the Registration Statement.

Non-Operating Income and Expenses. Unconsolidated non-operating income decreased 42,5% from NT$3,301 million in
2000 w NT$2,892 willivn in 2001, This decrease principally resulted from a NT$763 million decrease in insurance compensation
and the elimination of 2 NT$328 million foreign exchange gain and a NT$779 million net equity in net imcome of invesiee
compamies recorded in 2000, Uncoasolidated non-operating expenses increased 378% from NT$2,005 million in 2000 to
NT$9,575 million in 2001. This increase principally resulted from a NT$6,430 million net equity in net loss of investee
companies and a NT$696 million foreign exchange loss recorded in 2001.

Income Tax Expense (Benafit), Unconsolidated income tax benefit increased 201% from NT$1,269 million in 2000 to
NT$3,824 million in 2001. This increase primarily resulted from a significant decrease in income tax pavable at the statutory rate
due to a reduction in income before income tax and a significant increase in available investiment tax credits due to the substantial
capital expenditures made in the second half of 2000 and in 2001 that were eligible for investment tax credits in 2001. We
antcipate that our 1ax benefit will be substantally less in 2002 due o a significant reduction in capital expendilyres it1 2001 awd
the expiration of most applicable tax holidays for Fab 2, Fab 3, Fab 1 and Fab 5.

Net Income, Unconsolidated net income decreased 77.8% from NT$65,106 million in 2000 to NT$14,483 million in 2001.
Our net unconsolidared margin decreased from 39% for 2000 to 12% for 2001. We currently expect our net umconsolidated
margin to condnue 10 improve from the level of the fourth quarter of 2001. This statement is a forward-looking statement subject
10 significant risks and uncertainties, including those set forth in “Risk Factors” in the Registration Statement.

Capital Expenditures. Our unconsolidated capital expenditures decreased 14.2% from NT$79,270 million in 2000 1o
NT$68,002 in 2001. We currently expect our unconsolidated capital expenditures to be approximately 25% less (in USS$) in 2002
than in 2001. This statement is a forward-looking statement subject to significant risks and uncertainties, including those set forth
in “Risk Factors” in the Registration Statcment.
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Englich Tranelation of Financial Statements Originally Issucd in Chinese
TAIWAN SEMICONDUCIUK MANUFACIURING COMYANY LID.
STATEMENTS OF INCOME

For the Years Ended December 31, 2001 and 2000
(In Thousand New Taiwan Dollars, Except Earnings Per Sharc)

2001 2000
Amount
(unaudited) % Amount %

GRUOSS SALES (Notes 2, 12 and 16) $ 128,563,819 $ 169,223,128
SALES RETURNS AND ALLOWANCES

(Note 2) (__2,675816) (___2,994,708)
NET SALES 125,888,003 100 166,228,420 100
COST OF SALES {Note 12) 89506952 _71 90,231,581 _54
GROSS PROFIT 36,381,051 _29 75996839 _46
OPERATING EXPENSES (Note 12)
Research and development 10,649,019 8 7,203,591 5
General and administrative 6,018,665 5 5,299,135 3
Marketing 2341081 _ 2 2053008 _ 2
Total Operating Expenses 19,038.765 _15 15455734 _10
INCOME FROM OPERATIONS 17,342,286 _14 60,541,105 36
NON-OPERATING INCOME
Interest 1,365,919 1 1,575,460 1
Insurance comperisation 860,835 1 1,623,332 1
Premium income (Notes 2 and 15) 234,732 - 8,115 -
Technical service income (Note 12) 55,077 - 23,557 -
Gain on sales of property, plant and

equipment (Note 2) : 82,376 - 62,971 -
Gain on sales of short-term investments

(Note 2) - - 104,645 -
Foreign exchange gain - net (Note 2) - - 828,025
Equity in net income of investee companies

- net (Notes 2 and 5) - - 779,326 -
Orther (Note 12) 322,618  _ - 295,295 -
Total NuieOperating Income 2891557 __2 5301174 _3
NON-OPERATING EXPENSES
Equity in net loss of investee companies

- net (Notes 2 and 5) 6,420,631 5 - -
Interest (Notes 6 and 15) 1,951,830 2 - 1,858,197 1

Foreign exchange loss - net (Notes 2
and 15) 695,620 - -




English Translation of Financial Statements Originally Issued in Chinese

(Forward)
Loss on sales and provision for loss

on property, plant and equipment (Note 2) 734 RA7,
Loss on sale of long-term investrnents

(Note 2) 102,978
Amortizalion of bond jssue cost (Nole 2) - 12,504
Other 147,703
Total Non-Operating Expenses 9,575,128
INCOME BEFORE INCOME TAX 10,638,715

INCOME TAX BENETIIT (Notes 2 and 11) 3,824,459

NET INCOME 3 14483174

EARNINGS PER SHARE
Dased on common stock welighled-average

numbcr of common chares outstanding -

16,832,55¢ thousand shares in 2001 and

11,400,852 thousand shares m 200() SN.83
Based on 16,417,270 thousand shares

- 99,220
32,658
14,610

2,004,685

1,268,600

7
9 63,837,594

3

12

12 § 65106104

» The accompanying notes are an integral part of the financial statements.
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TAIWAN SEMICONDUCTOR MANUFACTURING COMPANY LTD.

STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2001 and 2000
{(In Thousand New Taiwan Dollass)

CASII FLOWS IF'ROM OI'ERATING ACTIVITIES
Net income
Net incame of the merged campanies
Adjustments to reconcile net income to net cash
provided by operating actvitles:
Depreciation and amortization
Deferred income taxes
Equity in net loss (income) of investee
companies - net
Loss on sales of long-term investments
Luss on sales of and provision fur luss un
property, plant and equipment
Accrued pension cost
Allnwanee for doubtful recrivahles
Allowance for sales retiurns and others’
Changes in operation assets and Labilities:
Decrease (increasc) in:
Receivable from related parties
Notes receivable
Accougits recelvable
Inventories ~ net
Prepaid expensces and other current assets
Forward exchange contract receivable
Increase (decrease) mt:
Payable tu related parties
Accounls payuble ,
Forward exchange contract payable
Accrued expenses and other current
liahilitieg
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Decrease in short-term investments
Acquisiions of:
Froperty, plant and equipment
Long-term investments
Proceeds from sales of:
Property, Plant and equipment
Long-term investments

HONGKONG:435102

2001 2000
(unaudited)

5 14,483,171 $ 65,106,194
- 135.077)
48,875,754 33,051,197
( 3840777) (  1,059,841)
6,429,631 ( 779,326)
102,978 -
182,486 13,823
345,318 360,673
154,758 a4}, 435
377,384 965,503
470,954 538,201)
( 51,407) 96,364
10,377,678 ( 14,268,429)
2,463,517 ( 2,985,133)
359,342 729,775
49,480 7,108
( 2.263972) 3,552,646
{ 6,866,059) 2,379,105
218,165 76,168
(____201,098) 736,885
71,666,508 87,800,269
- 236,250
( 68,002448) (  79,270,461)
( 4563.682) ( 11.866585)
298,231 219,233
162,334 -




(Forward)

Increase in deferred charges

Decrease (increase) in refundable deposits
Cash inflow from the merged companies
Net Cash Used in Investing Activities

CASH FI.OWS FROM FINANCING ACTIVTTIES
Proceeds from issuance of:
Long-term bonds
Capital stock
Payments on:
Short-term bank loans
Comumerdial paper
Lease obligaton payable
Long-term bank loans
Increase in guarantee deposits
Bonus paid to directors and supervisore
Cash dividends paid on preferred ghaves
Net Cash Provided by (Used in) Financing Activities

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF
THE YEAR

CASH AND CASH EQUIVALENTS, END OF
THE YEAR

SUPPLEMENTAL INFORMATION
Interest paid (excluding the amounts of $207,297 and
$72,903 capitalized in 2001 and 2000, respectively)
Income tax paid
Noncash investing and financing activities:
Effedt of exdiauige rate chianges on cash and cash
equivalents
Current portion of long-term liabilides
Cash paid for acquisitions of property, plant and
equipment;
Total acquisitions
Decrease (increase) in payables to contractors and
equipment suppliers

(5 1465703) ($ 1U8Y,730)
195073 (  770,733)

- 1,412,404

(__73376,195) (__91,129,620)

- 9,000,000
- 37,322,550
- ( 12,635,000)
- ( 5479,288)
( 50,000) -
- (  7,550,000)
124,593 1,900,663
( 584,303) ( 215,151)
( 41,137)

(___550.847) _ 22343774

( 2260734) 19,014,423

_ 35664440 _ 16,650,017

33 403 70 $_35,664 440

$ 1980399 §$ _2366.026

;B8 16318 p -

$ 1,258,395 1,00
$ 5,000,000 50,000

$ 55977367 $ 89,963.658

12025081 (__10,693197)
S 68.002448 § 79270461




