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Taiwan Semiconductor
Manufacturing Company, Ltd.

Risk Management Overview

This presentation material contains TSMC'’s proprietary and confidential information (“Confidential Information”). This Confidential Information is provided to insurer or reinsurer
(“Recipient”) for the purposes of assessing and insuring risks, or obtaining reinsurance protection (“Intended Use”). The Recipient acknowledges and agrees that it shall use
such information for the Intended Use Only. The Recipient further warrants that it shall not distribute or disseminate the Confidential Information to any third party without
TSMC'’s prior written consent.
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Agenda

® Welcome to TSMC
® TSMC Company Profile
-- Video show
-- Presentation
® TSMC RM Philosophy
® TSMC Enterprise Risk Management Program
® Case Sharing
- Earthquake protection and response
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" Awards Honoring TSMC
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Most Admired Company in Taiwan (CommonWealth Magazine, October 2006 —
for the tenth consecutive year)

Best Managed Companies in Taiwan — Large Cap (Asiamoney, January
20086)

Best Managed Company, Best Corporate Governance, Best Investor
Relations and Best Committed to Strong Dividends in Taiwan

(FinanceAsia, 2006)

Best Investor Relations by Asia-Pacific Companies in the US Market
(IR Magazine, March 2006)

Grand Prix for Best Overall Investor Relations at a Taiwanese
Company — Large Cap (IR Magazine, December 2006)

Corporate Governance Asia Recognition in Taiwan (Corporate Governance
Asia, September 2006)

Excellence in Corporate Social Responsibility(Commonwealth ,2007)
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TSMC Risk Management Commitment rswes-

' “Risk management is a business
strategy and not insurance-driven.

It is TSMC'’s first line of defense in
protecting the interest of our
stakeholders’, shareholders’ and
customers.”
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Fab —» F12P4 (Future)
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Red Text Areas - Operational
F14 Phase IlI- Under Construction
F14 Phase V- Future
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® TSMC RM department stated in 1995 focus on production safety
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TSMC RM transformed the work scope to enterprise wide risk
management in 2005

< Objective:
The objective of TSMC'’s corporate risk management is to

establish a system to avoid or reduce major business risks cost
effectively.

<+  Approach:

The process of corporate risk management is to define major risks’

impact, controllability and cost of control, then rank them for
effective execution.

Risk Metric /
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TSMC ERM Organization

CEO

<
<

RM Steering Committee
(Functional VPs)

Sr. VP

—

RM Working Committee

(divisional)

—

dHS3NY

Note: Periodically report to Audit Comii_tt’eff,Bl(fr’d///
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Severity
Risk rating
Insignificant Minor Moderate Catastrophic
1 2 3 5
5
Almost certain
4
Likely
Likelihood 3
Possible
2
Unlikely
1
Rare
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TSMC Risk Management Program e
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A Seamless Integration of Key Elements

Internal and external
auditing ensuring
the adherence
to policies and
procedures

Highly skilled workers
perform safe working at
workplace

People
Compliance

Assets

’ System

Readiness Hardware

of supply chain installed following
and resources international

to business continuity standards
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People Element:

To enhance employees’ and contractors’ safety-oriented
mentality and behavior, TSMC has :

® had contractors perform high risk works be certified as OSHAS
18001 standard;

® certified high risk workers to be competent to high risk
construction;

® established Safety Committee involving senior line managers to
review safety issues;

® incorporated ISEP (Industrial Safety, Hygiene, and
Environmental Protection) results as part of employees’
performance appraisal,;

® created a safe and accident free workplace through

5S promotion /
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! Asset Element :

TSMC Secret

Property Protection Standards
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Pre-Disaster

RISK
CONTROL
PLANNING

Continuous
Risk Assessment &
Bl Analysis

Engineering
Procedures &
Controls

Documented,test,
training and
review of
Emergency &
Contingency Plans

Creation of a copy of
operating system,
database and source
program.

Have dual raw material
supply source

Sep. 2007 LK)

Emergency Disaster

Fire or Explosion

Earthquake or
Other Natural
Disasters

Gas Leak or
Chemical Spills

Theft or Vandalism
Bomb Threat

Deranged Person
Supply chain interruption

EMERGENCY
RESPONSE

0 -1Hr

Notification
and Co-ordinate

Response
with Emergency
Team

Mobilize ERT
Response

Activate Incident
Command Centre

Activate
Evacuation
Plan

Communicating with
Customer service
Team

BUSINESS
RECOVERY

lday - recovery

¢ Activate Back-Up
for Critical
Equipment &
Services

+ Organize Alternate
Facilities to Make
Up Production

+ Mobilize Alternate
Vendors

+ Prioritize &
Reschedule
Production to meet
Customers’

Needs

¢ Communication with
customers
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Continuous Improvement through Audit s

® Yearly Insurance Audit with Highly Property Risk Standards

Documentation for Fire Safety Rules
Exhaust Systemsgil00 ousekeeping Sandards

| W, S ® AAA Awards to tsmc
Protection of Hazardous Process Toolg = 4 A. Flectrical Irstdlation Inspections
Storage of Flammable Liquidg .’“ ' ‘ utting and Welding Controls (SlteS that aCh|eve & ma|nta|n 27
Dispensing of Flammable Liquics] ‘,"‘\‘.""' JSmoking Controls AAA ratings for consecutive
Stora S| .’.\\:- ," e i .
e of Hazardous Gase: I Inspection Procedures years) :

— e
'~"4%¢f’/1%/lﬁ\\?\§’.'"

IS t
Froos reollN—g Y i st e rghing e m Silver Award (3 years)

onEl e B asiies _
2 TSMC sites

m Golden Award (5 years)
ontingercy Planning 3 TSMC SlteS

——— TSMC fabs average

—ll— Semiconductor Industry Average (Fabs in Taiwan, China, Singapore, Malaysia, and
Koean)

Note: Most of TSMC fabs are full 27 AAA ratings, except for fab2 & fab3
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