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TSMC 2002 Third Quarter Report

Science-Based Industrial Park, Hsinchu, Taiwan, October 22, 2002 - Taiwan Semiconductor
Manufacturing Company Ltd. (TAIEX: 2330, NYSE: TSM) (TSMC) today announced its financial
results for the third quarter of 2002. Net sales for its third quarter reached NT$39,835 million, while
net income totaled NT$3,160 million. Earnings per share were NT$0.16 based on the current
18,580,637 thousand weighted average outstanding shares.

For the nine months ended September 30, 2002, the Company's net sales were NT$119,807 million
and net income reached NT$19,058 million. Earnings per share for the first nine months of 2002 were
NT$1.01.

Compared to the third quarter of 2001, TSMC’s net sales for the third quarter of 2002 grew 47.9%,
while net income grew 155.5%. Earnings per share for the third quarter of 2002 increased 171.9% to
NT$0.16 on a year-over-year basis.

TSMC spokesperson and senior vice president Mr. Harvey Chang noted that due to decreasing
customer demand, wafer shipments for the third quarter of 2002 totaled 677,000 eight-inch equivalent
wafers, a 6.0% decrease from the second quarter. The average utilization rate for the third quarter
decreased to 79% from the second-quarter rate of 85%. Sales for the third quarter declined 9.8% from
the second quarter, to NT$39,835 million. Net income decreased 66.1% in the same period.

Mr. Chang stated that TSMC revenue is expected to bottom-out in the next two quarters and annual
revenues for 2003 is expected to represent double-digit growth over 2002 revenues. In addition,
TSMC expects to see rapid growth in shipments from 0.13um technology, which could represent
about 20% of TSMC’s total revenue in 2003.

# # #
Table 1: TSMC’s 2002 third quarter results

(Unit: NTSmillion, except for EPS)

3Q°02 3Q°01 YoY 2Q°02 QoQ
Amount* | Amount | Change % | Amount | Change %

Net sales 39,835 26,940 47.9% 44,182 -9.8%
Gross profit 12,835 6,816 88.3% 16,423 -21.8%
Income from 8,367 1,942 330.8% 11,975 -30.1%
operations

Income before tax 6,030 -200 - 10,986 -45.1%
Net income 3,160 1,237 155.5% 9,310 -66.1%
EPS(NTS$) 0.16" | 0.06"" 171.9% | 049""*[ -66.9%

* 2002 third quarter figures have not been approved by Board of Directors
** Based on 18,580,637 thousand weighted average outstanding shares
*** Based on 18,622,887 thousand weighted average outstanding shares
****Based on 18,580,637 thousand weighted average outstanding share
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Daniel Loh/Mami Ogawa
Director/Vice President

Thomson Financial Corp. Group
dan. loh@tfn.com/
mami.ogawa@tfn.com
212-807-5061/ 212-807-5075

{Hsin-Chu, Taiwan, R.0.C,, October 22, 2002)

Taiwan Semiconductor Manufacturing Company, Ltd. (TAIEX: 2330, NYSE:
TSM) (“TSMC” or “the Company”), the world’s largest dedicated semiconductor
foundry company, today announced its unconsolidated results of operations
for the quarter ended September 30, 2002. All figures were prepared in
accordance with generally accepted accounting principles in Taiwan, which
differ in some material respects from generally accepted accounting principles
in the United States.

TSM C Announces 3 Q02 Unconsohdated Results.

Topics in This Release

Summary Operation

Management Commentary
= Harvey Chang, SYP & CFO: -
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Guidance & Forward-Looking Statements:

Based upon the current business outlook, guidance for 4Q02 and 2003
“opérational results is-as follows: '

> We expect TSMC revenues to bottom out in the next two quarters as
we. expect:to see rapid growth from 0.13um technology products,
. _whic‘h éhould represent ’abQut 20% of ourto}tal» revenues in 2003.

- low-teen percentage: rate on. a .

ish

ate sequentially




Taiwan Semiconductor Manufacturing Company, Ltd.
October 22, 2002 Page 3

Conference Call at 8 A.M.
Eastern Time on October 22,
12002 (Tuesday) ...
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Topies in This Report.

. Operatlo ‘Results

Operation Results Review:

(Amount in NTS Bn éxcept for EPS) LQD_

EPS (NT$ per com. sh.) 0.16 0.49 0.06 (67%) 172%.
(USS per ADRunit)  0.024  0.072 0.008 (67%) 200%
‘Net Sales _ 39.84 44,18 2694 (10%) 48%
“ Gross Profit 12.84 - 1642 6.82 (22%) 88%
Operating Expenses (447) (445 (487 nm. (8%)
Non-op Exp. & Invest (2.34). (0.99). (2.14) 136% 9%
3.6 931 1.24

f":Net Income

Summary
mpari

2002 3001 QoQ YoY

(66%) 156%

(6%) 51%
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Table 1
Revenue Analyses (Incl. Outputs from Affiliates)

By Application 3002 2Q02 3Q01
Computer 36% 45% 49%
Communication 34% 26% 16%
Consumer 22% 23% 25%
Industrial / Others 5% 3% 4%
Memory 3% 3% 6%

B e 0lo §]i 9l Q0

X <0.13p 5% 1% -%
0.13u<X =015 20% 29% 15%
0.15u<X <0.18n 23% 22% 24%
0.18u<X <025 27% 23% 31%
025p<X <035 13% 14% 16%
X2050p 12% 11% 14%

By Customer Type  3Q02 2Q02 3Q01
Fabless 64% 73% 67%
IDM 35% 26% 32%
System 1% 1% 1%

By Geography 3Q02  2Q02 3Q01
North America 76% 79% 69%
Asia Pacific 13% 12% 16%
Europe 5% 3% 3%
Japan 6% 6% 12%
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Revenue Analyses:

Net sales decreased 10% sequentially to NT$39.835
billion. Communications applications continued to be
the principal revenue drivers in the quarter. Revenues
from computer applications, meanwhile, represented a
considerably lower percentage of total revenue than in
the previous two quarters (36% versus 45% and 56%,
respectively).

Revenue mix in terms of technology shifted slightly
towards mid-range geometries during the quarter,
reflecting weaker demand from computer applications.
As a result, revenues contributed by leading-edge
technology applications (0.18um or more advanced)
represented 48% of TSMC'’s total revenue versus 52%
in 2Q02.

Revenue mix in terms of customer-type continued to
shift towards the IDM (integrated device
manufacturer) sector, a trend that became evident
earlier this year. This shift is consistent with the recent
announcements by prominent IDMs of their transition
to an asset-light strategy.

In terms of geography, the revenue mix was little
changed from the previous quarter.

Wafers manufactured by TSMC’s affiliates contributed
9.7% (NT$3.87 billion) to net sales during the quarter
versus 11.6% (NT$5.125 billion) in 2Q02.

Wafer shipments decreased by 6% to 677K units
sequentially.

ASP Trend

Average selling price in U.S. dollars declined 4%
versus the previous quarter due to softer demand for
advanced geometry technologies.

ASP in NT dollars declined 5% due to strengthening of
the NT dollar against the U.S. dollar (to NT$33.95/8,
from NT$34.51/8) as well as the nominal ASP decline
cited above.
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Gross Margin Analysis:

lysis.

Grqss Ma‘rgm'A Gross profit declined sequentially to NT$12.835

billion due to a lower business level (reflecting
3Q02 shipment volumes, ASP, and forex rates)
and an increase in depreciation expense related to
the addition of new capacity. As a result, gross
margin narrowed to 32% from 37% in 2Q02.

If wafers manufactured by TSMC affiliates were
excluded, the gross margin from TSMC’s
manufacturing activities (on a stand-alone basis)
would have been 35%, down from 42% in the
previous quarter.

Utilization Rate Trend:

Capacity utilization of 79% in the latest quarter
was lower than that in 2Q02 due to softer demand
on the back of a higher capacity level (up 10.3%
quarter-on-quarter).

While seemingly better than management’s prior
guidance of a “low-70% range utilization rate” for
the quarter, it actually reflects a distinctively
seasonal demand leading into the next quarter.
Wafer shipments are expected to surge in early
4Q02, in anticipation of holiday season needs.

Operating Expenses:

Operating expenses were essentially unchanged
sequentially as slightly higher R&D expenditures
were offset by slightly lower overall administrative
overhead. R&D growth reflected continued
development activities such as low-K and 90nm
technologies. General and administrative expense
edged up due to Fab 14 start-up expenses. Lower
selling and marketing expenses mainly reflected
softer business activities.

Non-Operating Items & Investment:

Net non-operating items resulted in an aggregate
loss of NT$2.4 billion, NT$1.4 billion worse than
the previous quarter.

Investment losses accounted for NT$1.1 billion of
the change, primarily reflecting weaker results by
WaferTech amidst a soft market. To a lesser extent,
they also reflect losses by the Company’s “Investar”
and “Emerging Alliance” investment funds due to
recent stock market weakness. Foreign exchange
losses associated with hedging the US$/NTS in a
highly volatile market place accounted for the
remaining NT$0.3 billion.
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Income Tax Review: Income Tax Analysis:

TSMC’s 3Q02 results were adversely affected by a
disproportionately high income tax expense, despite the
fact that the Company reported lower quarterly pretax
income than in 2Q02. Higher income taxes in the latest
quarter were primarily due to an additional provision of
NT$1.8 billion to make up for the difference resulted
from effective tax rate adjustment during 1H02.

Income Tax Analysis

The adjustment stems from Taiwan’s complex tax
rulings, under which there could be very different tax
results under various scenarios.

TSMC is required to assess the income tax exposure of
each of its fabs individually in determining its overall tax
liability. Each fab, however, may be entitled to claim
certain income tax exemptions based on the respective
fab’s particular capacity addition plan and its related
incremental output.

Varying exemption allowances available to each of
TSMC’s fabs, compounded by the varying taxable results
of each fab from time to time, render the Company’s tax
process a highly complex one.

TSMC provides its quarterly income taxes based on a
hypothetical “effective tax rate” that reflects a set of
business scenarios. As was the case in the latest quarter,
TSMC adjusts that rate as the business developments
lately require it to do so.

Financial Condition Review:
Liquidity Analysis:

Liquidity remains a highlight of TSMC’s financial
strength. The Company’s current ratio remained a
highly liquid 2.4x as of 3Q02, slightly lower than
2.6x as of 2Q02. Net working capital (the excess of
current assets over current liabilities) of NT$59.1
billion was NT$6.8 billion less than the previous
quarter. The change includes a NT$2.4 billion
reduction in the current portion of TSMC’s deferred
income tax asset (included in Other Current Assets)
in connection with the tax provision this quarter; a
NT$1.9 billion reduction in cash and equivalents
largely due to investing activities; a NT$2.8 billion
decline in receivables reflecting lower turnover this
quarter; and a NT$1.6 billion increase in inventories
in line with the wafer work necessary to meet a
distinctively seasonal demand in early 4Q02.

Liquidity Analysis
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) : Recalvablalinvsntocy Pavs Trend Receivable/Inventory Days Trend:
v -_-_::'CV:::::: Receivable
et TSMC’s receivables and inventories remained

around the same levels as those of the previous

quarter. Receivables declined to the equivalent of 42
days revenue versus 45 days last quarter due to
lower tumover. Inventories, meanwhile, increased
to the equivalent of 45.3 days cost-of-goods sold

compared with 43.3 days in the previous quarter due

1 to the work necessary to meet the distinctively
0 seasonal demand in 4Q02.
3C00 4Q'00 1001 2Qr01 301 Q0 1Q02 2Q'02 aqQ'e2
Debt Service:

Debt Service

TSMC remains an essentially debt-free company.

Net cash reserves (the excess of cash and equivalents
over interest-bearing debt) decreased by NTS$1.9
billion in 3QO02 versus the previous quarter. The
change is attributable to cash outlays relating to the
Company’s capital expenditure activities.

TSMC’s debt level remained unchanged at NT$44
billion.

Summary Cash Flow Analysis:

During 3Q02, TSMC generated NT$24.6 billion in
cash from operating activities.

Net cash used in investing activities totaled
NTS$21.4 billion. Acquisitions of fixed assets
amounted to NT$19.6 billion, and further long-term
investment of NT$1.7 billion was made.

TSMC ended this quarter with NT$1.9 billion less
cash on hand than the previous quarter.
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NTSM
Operating Cash Flow Trend
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Operating Cash Flow Trend:

Operating cash flow maintained a healthy pace
during 3Q02 despite a decline in profitability.
Quarterly operating cash flow of NT$24.6 billion
was on par with NT$24.8 billion in 2Q02.

The comparable sequential operating cash flow
reflects an increase in the magnitude of non-cash
charges during the quarter. Totaling NT$21.5
billion, these items exceeded those in 2Q02 by
NTS$6.0 billion, offsetting the NTS$6.1 billion
decline in net profit.

Capital Commitment and Capacity in 2002:

TSMC’s capital expenditures in 2002 are likely to
amount to US$1.65 billion in total.

TSMC remains fully committed to providing capacity
that meets both the fabrication and technological
needs of its customers. The Company intends,
however, to manage changes in capacity in
accordance with the strength of actual demand.

In view of current market conditions and projected
4Q02 capacity utilization, TSMC believes it adequate
to maintain capacity at 364K eight-inch equivalent
wafers per month as of year-end 2002.
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Table 2

Capacity Managed by TSMC

Fab2 (6™)' 78 230 922
Fab 3 (8”) 71 211 839
Fab 5 (8”) 35 104 395
Fab 6 (87) 49 137 475
Fab 7 (8”) 23 67 294
Fab 8 (8”) 53 156 552
Fabl2 (127) 5 14 46
WaferTech (8”) 30 89 303
VIS (8”) 41 119 352
SSMC (8 8 23 61
Total Capacity (8” Equiv.)2 364 1,067 3,891

! 6”-wafer is converted into 8”-equivalent wafer by dividing by
1.78; 12”-wafer by multiplying by 2.25.

% Total installed capacity is expressed as 8”-equivalent wafers,

in thousands of wafers.
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A summary of TSMC’s capacity plan for 2002,
detailed by fabs, is shown in Table 2.

The Company has completed the building of Fab 14
(our second 300mm fab). This Fab has been fitted with
cleanroom and support facilities and is nearly ready for
equipment and tools to move in.

Further investment in Fab 14 is expected to resume as
soon as justified by market demand. The same applies
to the construction of Fab 12 (Phase II) and Fab 14
(Phase II).

With these infrastructure investments in place, TSMC
expects to be responsive to, and fully prepared for, any
potential industry recovery.

- Recap of Important Events & Announcements:
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly

authorized.

Taiwan Semiconductor Manufacturing Company Ltd.

Date: October 22, 2002 By \ W

Harvey Chang
Senior Vice President & Chief Financial Officer




