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4.1 Governance Structure
TSMC’s governance structure is as follows:

4.2 Board of Directors
4.2.1 Board Structure
TSMC’s 12th Board of Directors was elected at TSMC’s 
2012 Annual Shareholders’ Meeting. All Directors continue 
in office. TSMC’s Board of Directors consists of nine 
distinguished members with a great breadth of experience 
as world-class business leaders or scholars. We rely on 
them for their diverse knowledge, personal perspectives, 
and solid business judgment. Five of the nine members are 
independent directors: former British Telecommunications 
Chief Executive Officer, Sir Peter Bonfield; former Acer 
Group Chairman, Mr. Stan Shih; former Texas Instruments 
Inc. Chairman of the Board, Mr. Thomas J. Engibous; 
Professor of Princeton University, Gregory C. Chow; and 
advisor to the Taiwan Executive Yuan and the Taipei 
City Government, Ms. Kok-Choo Chen. The number of 

Independent Directors is more than 50% of the total 
number of Directors. Chairman Morris Chang is also the 
Chief Executive Officer of the Company.

4.2.2 Board Responsibilities
Under the leadership of Chairman Morris Chang, TSMC’s 
Board of Directors takes a serious and forthright approach 
to its duties and is a dedicated, competent and independent 
Board. The Board meets at least once every quarter.

In the spirit of Chairman Chang’s approach to corporate 
governance, a board of directors’ primary duty is to 
supervise. The Board should supervise the Company’s: 
compliance with relevant laws and regulations; financial 
transparency; timely disclosure of material information, and 
maintaining of the highest integrity within the Company.

TSMC’s Board of Directors strives to perform these 
responsibilities through the Audit Committee and the 
Compensation Committee, the hiring of a financial expert 
for the Audit Committee, and coordination with the 
Internal Audit department.

The second duty of the Board of Directors is to provide 
guidance to the management team of the Company. 
Quarterly, TSMC’s management reports to the Board 
on a variety of subjects which include the management 
of economic, environmental, and social performance, 
including relevant risks and opportunities, and adherence or 
compliance with internationally agreed standards, codes of 
conduct, and principles. The management also reviews the 
Company’s business strategies with the Board, and updates 
TSMC’s Board on the progress of those strategies, obtaining 
Board guidance as appropriate.

The third duty of the Board of Directors is to evaluate the 
management’s performance and to dismiss officers of 
the Company when necessary. TSMC’s management has 
maintained a healthy and functional communication with 
the Board of Directors, has been devoted in executing 
guidance of the Board, and is dedicated in running the 
business operations, all to achieve the best interests for 
TSMC shareholders.

4.2.3 Directors’ Compensation
Currently, TSMC Directors’ compensation consists 
exclusively of fixed compensation. TSMC’s Articles of 
Incorporation restricts the amount of compensation payable 
to its directors that the Company may make from its 
distributable earnings (defined as net income after required 
regulatory provisions). Over the years, TSMC directors’ 
compensation declined from 1% of TSMC’s distributable 
earnings to 0.3%, before being capped to no more than 
0.3% of its distributable compensation. Because director’s 
compensation is capped at 0.3% of distributable earnings, 
currently, TSMC Directors’ compensation consists exclusively 
of fixed compensation which is in line with international 
best practice on board compensation. In 2012, total 
compensation paid to TSMC’s directors only accounted for 
0.06% of our 2012 net income. In addition, directors who 
also serve as executive officers of the Company are not 
entitled to receive any director compensation.

4.2.4 Audit Committee
The Audit Committee assists the Board in fulfilling its 
oversight of the quality and integrity of the accounting, 
auditing, reporting, and financial control practices of the 
Company. The Audit Committee is responsible to review 
the Company’s: financial reports; auditing and accounting 
policies and procedures; internal control systems; material 
asset or derivatives transactions; material lending funds, 




