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(including immediate dismissal and judicial prosecution 
as appropriate) to the full extent of our policies and 
the law, for any violation of our ethical standards. For 
example, the Company prosecuted one legal action against 
former employees for misappropriation of the Company’s 
intellectual property in 2012. Additionally, TSMC terminated 
4 employees during 2012 for violating our Proprietary 
Information Protection (“PIP”) and other ethics rules.

4.5 Regulatory Compliance
TSMC operates in many countries; in order to achieve 
compliance with governing legislation, applicable laws, 
regulations and regulatory expectations, we closely monitor 
domestic and foreign government policies and regulatory 
developments that could have a material impact on TSMC’s 
business and financial operations.

In addition to TSMC’s Code of Ethics and Business Conduct, 
TSMC has also established policies, guidelines and procedures 
in other policy areas, including: Anti-bribery/corruption, Anti-
harassment/discrimination, Antitrust (unfair competition), 
Environment, Export Control, Financial Reporting/Internal 
Controls, Insider Trading, Intellectual Property, Proprietary 
Information Protection (“PIP”), Privacy, Record Retention and 
Disposal, as well as procuring of raw materials from socially 
responsible sources and so forth. With respect to PIP, it is 
one of the six key strategies of TSMC as announced in June 
2010.

TSMC and our employees are expected to comply with all 
laws and regulations that govern our business. Training 
is a major component of our compliance program and 
is conducted throughout the year to refresh employees’ 
commitment to ethical conduct, and to get updated 
information on any changes to the law. Highlights of our 
compliance training program include the following:

●  A wide range of on-line learning programs are designed to 
provide employees with an understanding of the law and 
key compliance issues. Topics available via on-line learning 
including competition law (antitrust), environmental 
protection, insider trading, export control management, 
PIP and more.

●  Live seminars are offered for topics related to Anti-bribery/
corruption, Anti-harassment and discrimination, Antitrust, 
PIP, Insider Trading, Export Control, Financial Reporting, 
Contract Management, Intellectual Property, 
and Privacy Law. The Privacy Protection 
course has been updated and reworked 
to reflect the newly adoption of 
Taiwan’s Personal Information Protection 
Act. These courses are mandatory to 
managers and certain employees because 
of the nature of the business activities they 
perform.

●  Members of our legal team regularly 
attend outside training in Taiwan and 
abroad to receive legal updates and 
new developments in compliance 
and other areas.

●  Inviting legal professionals and 
industry experts to lecture on new 
areas of knowledge and the latest 
developments on industry-specific 
compliance matters.

●  To enhance compliance and risk management 
to our subsidiaries and affiliates, we regularly 
hold compliance meetings with them to 
ensure that all of our subsidiaries and 
affiliates (as appropriate) are aligned 
with the compliance standards at TSMC 
headquarters.

To increase awareness of all employees in relation to the 
various compliance topics, various trainings and resources 
are available through our intranet, including Company’s 
latest internal policies. Furthermore, compliance education 
and articles are published regularly on TSMC’s Legal 
Organization website. Actively promoting the right behavior 
is our key focus. For example, through various promotion 
campaigns, we have raised awareness of behavior 
associated with anti-bribery in 2012.
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Compliance in Figures

FY 2012

Incidents submitted to the Ombudsman System1 20

Incidents submitted to the Audit Committee 
Whistleblower System

0

Incidents reported to the “hotline” 8

which were treated as plausible 3

PIP violations 108

which resulted in warnings2 104

which resulted in dismissals 4

1. There is no case for ethics, finance and accounting matters.
2.  More than one-third of the cases reported were for minor errors or 

noncompliance with our PIP Policy.

In 2012, the competent authorities fined a minor fine 
totaling NT$109,200 for very few isolated incidents of 
administrative errors and noncompliance with relevant rules 
concerning employee attendance. After communicating 
with the authorities, TSMC has been implementing relevant 
remedial measures.

4.5.1 Major Accomplishments 
In 2012, TSMC’s excellence in regulatory compliance 
achieved several major accomplishments. For example:
●  In addition to rigorously fulfilling our obligations to 

regulatory compliance matters, TSMC has discharged its 
civic duties as a responsible corporate citizen by advising 
the local government on law and policy reform. TSMC 
regularly urged the Government to amend any outdated 
laws and regulations, which may be inconsistent with 
global practice to improve our investment environment 
and economic development. For example, TSMC 
proactively provided the Government with advice on 
expanding criminal punishments for trade secret violations 
in the face of ever increasing incidents of intellectual 
property misappropriations. The Government accepted our 
suggestions, and our proposed amendments to the Trade 
Secrets Act were enacted into law in 2012.

●  In order to prevent any unauthorized export of controlled 
items, a formal Export Management System (“EMS”) 
has been established and sustained to reinforce TSMC’s 
internal compliance measures taken to ensure compliance 
with all applicable regulations covering the export of 
information, technologies, products, materials and 
equipment. TSMC’s EMS passed strict governmental 
compliance audit and was certified by the Bureau of 
Foreign Trade, the Taiwan regulator, as a qualified ICP 
(Internal Control Program) exporter in September 2012. 
This certification allows TSMC to streamline its complicated 
SHTC (Strategic High-Tech Commodities) export process 
and thus create efficiency benefits for both TSMC and its 
customers.

4.6 Risk Management
TSMC and its subsidiaries are committed to proactively 
and cost-effectively integrating and managing strategic, 
operational, financial and hazardous risks together with 
potential consequences to operations and revenue. TSMC 
established its Enterprise Risk Management (ERM) program 
based on both its corporate vision and its long-term 
sustainability and responsibility to both industry and society. 
ERM seeks to provide for the appropriate management of 
risks by TSMC on behalf of all stakeholders.

To reduce TSMC’s supply chain risks, a cross-function 
taskforce comprised of members from fab operations, 
material management, risk management and quality system 
management worked with TSMC’s primary suppliers to 
develop business continuity plans, and effectively manage 
the risks faced by our suppliers. As a result of those 
efforts, there was no interruption in TSMC’s supply line in 
2012. As TSMC continued to expand production in 2012, 
risk treatment practices and green factory projects were 
initiated and implemented, beginning in the design phase 
for all new fabs.

Risk Management Organization Chart Illustrated 

RM Steering Committee 
Reports to Audit Committee;
Is composed of functional heads;
Reviews risk control progress; and 
Identifies and approves the prioritized risk lists.

RM Working Committee
Is composed of representatives from each function;
Aligns functional ERM activities; and
Follows up the risk control action plan.

RM Program
Coordinates the RM Working Committee activities;
Facilitates functional risk management activities; and
Consolidates ERM reports into the RM Steering Committee.




