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Vast Potential in Taiwan for Offshore Wind Power
BY TIMOTHY FERRYON OCTOBER 19, 2017

Source: https://topics.amcham.com.tw/2017/10/vast-potential-in-taiwan-for-offshore-wind-
powetr/

The government is moving cautiously — some developers think too cautiously — in

promoting what could become a major new industrial sector.
Offshore wind-power development is a huge undertaking.

Enormous turbines fixed on gigantic masts rise 150 meters above the sea, with foundations
reaching 50 meters into the waters below. The generating capacity of each turbine is as much

as 9 megawatts (MW), compared to an average of 2MW for onshore wind-power turbines.

Such projects also involve enormous amounts of money and equal amounts of risk, especially
in Taiwan, where much of the basic data such as comprehensive wind-speed measurements
has not yet been compiled, and where the rules of the regulatory game continue to shift and

evolve.

Even so, offshore wind developers are concerned that Taiwan is stymying the growth of the

industry by aiming too small.

Changhua County’s coastal waters are Taiwan’s richest in terms of wind resources — with
bountiful winds and shallow depths of 50 meters or less (the maximum for offshore wind

turbines) extending some 50 kilometers into the Taiwan Strait.

Wind-power developers say that despite the existence of 10 gigawatts (GW) — 10,000MW —
of potential wind-power capacity in these waters, Taiwan’s Bureau of Energy (BOE) declared
recently that the Taiwan Power Co. (Taipower) would build out only 3.5GW of grid

connection in Changhua.

Taiwan is aiming for some 3GW of offshore wind-power installed capacity by 2025,
according to officials at the BOE, although the BOE website sets this goal for 2030. To
generate interest from developers and investors in building these gigantic machines, Taiwan
has acted in accordance with conventional wisdom by offering a healthy feed-in-tariff (FiT)

of over NT$6 per kilowatt hour (kWh). FiTs are a policy mechanism to attract investors by

offering a return above prevailing electricity prices through long-term Power Purchase
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Agreements (PPA). These agreements guarantee renewable-energy developers a steady long-

term source of revenue to compensate for high initial investment costs.

“The FiT has proven to be the right thing in Europe and that is why we are where we are now
in the UK and in Germany,” says Matthias Bausenwein, Danish firm DONG Energy’s Asia
Pacific general manager. Denmark is one of the pioneers of offshore wind, and DONG, which
has developed offshore wind projects throughout Europe, is now looking to expand into the
Asian market. “A strong FiT has given the industry the time to build up the necessary volume
and scale so that costs can be reduced over time, and then we get a good result,” says

Bausenwein.

However, one possible unintended consequence of a high FiT may be motivation for BOE to
limit the amount of grid connections available for offshore wind power to prevent Taiwan
from overachieving on its targets for this expensive, intermittent form of energy. Industry

insiders regard that approach as a misguided step that may constrain development.

“European experience shows that if you allocate only 3 or 4 GW to the grid, then you will
not get 3 or 4 GW of offshore wind power; you will get maybe 2.5 GW,” says Bausenwein.
“If you allocate 6 GW, you will maybe get only 4 GW by 2025.”

The reason is that the complexities and costs of developing offshore wind are so high that
many projects fail to be completed. Offshore wind projects typically take as long as a decade
to complete; until they are feeding power into the grid, they are spending large sums of
money, leaving open the risk of failure. Adding to the failure rate are the strict requirements
in Taiwan regulating offshore wind development in terms of environmental impact, project

financing, localization of the supply chain, and many other aspects.

Grid connection is challenging because most power transmission grids were designed to
bring power from central power stations to customers. In locations distant from the central
power stations, the grid deploys smaller cables and transmission lines. Since renewables are
largely distributed generation, however, they feed large amounts of electricity at the thin ends
of the grid tentacles, necessitating reinforcement to handle this influx. Offshore wind
developers typically construct the connections from the turbine to the onshore substations,

where they then tie into the grid.
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Yushan Energy founder and CEO Ian Hatton, a veteran of the offshore oil and gas industry
in the North Sea and founder of Eclipse Energy, developer of the Ormonde Offshore Wind
Project in the U.K., says that Taiwan needs to invest in this grid capacity now. “Offshore
wind is going to provide the major chunk of Taiwan’s power in the future, so you’ve got to

facilitate that coming in a timely fashion,” he says.

In a joint venture with Canadian firm Northland Power, Yushan recently won environmental-
impact approval from Taiwan’s Environmental Protection Administration for two offshore

wind projects with a potential for IGW of capacity.

Bausenwein says that offshore wind power development requires a certain scale in order to
drive the creation of a domestic industry. Higher targets lead to more business and investment
opportunities for local players, while more development leads to more experience, with

ensuing lower risks and costs.

“It is highly recommended to keep the pipeline opened up not only in terms of grid but in
terms of targets in order to drive investment,” says Bausenwein. “We need to have a volume

that allows for competition.”

The decision to decrease the grid-connection capacity also reflects another concern among

developers: that Taiwan continues to change the rules of the game.

According to insiders, wind-power developers have been working for the past two years
under the assumption that the stated 4GW capacity goal was actually a starting point for
upwards of 8GW of installed capacity, but the 3.5GW grid connection capability now seems
to set this as a cap. “This may scare investors because they will see that there is another

element in place now that was not there” previously, says Bausenwein.

Some amount of rules adjustment is necessary and expected, say developers. The recent
expansion of shipping lanes in the Taiwan Strait and consequent reduction in the amount of
available area for offshore wind development is an example of an adjustment better made

sooner rather than later.

Yet other decisions, such as the one on grid capacity, have taken the industry by surprise.
“There have been some frustrations with goal posts moving,” admits Hatton. “But this is a

brand new industry — they have not had an oil and gas industry here to lead the way — so it’s
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actually working out reasonably well. Still, there will be things that need addressing.”

French offshore wind developer EOLFI, which has been in Taiwan since 2013 and is
currently bidding on a number of projects, noted in email correspondence that “it is of
paramount interest to maintain stability in term of policy regulation to maintain, if not

increase, the level of investment confidence in the market” and “not scare investors away.”

At the same time, Bausenwein also stresses the positive side of the ledger. “We have a good
framework,” he says. “It has attracted investors, it’s transparent, and it’s clear what the

milestones are.”
Assessing economic benefits

Offshore wind projects are awarded based on the quality of the bid and the qualifications and
experience of the bidders. A big part of that calculation is how much will they invest into the
local economy. “It’s about maximizing economic benefit for Taiwan, and that really comes

down to costs and balance,” says Yushan’s Hatton.

Taiwan is strong in many of the support industries needed to supply wind-power projects,
including electronics, steel, and shipbuilding, and is seen as able to develop the capacity to

handle the construction, operations, and maintenance of offshore wind farms.

Taiwan already has substantial onshore wind power, generating both power and jobs in

maintenance and operations. Photo: Timothy Ferry

But some major equipment will need to imported, particularly the turbines themselves, which
are made by such experienced international players as Siemens, Enercon, Mitsubishi, and
GE. Expertise counts. “You don’t want to spend a lot of money offering this feed-in tariff

and then have these things not work,” says Hatton.

Another challenge is the environmental impact assessment (EIA), which has proven to be a
difficult barrier for offshore wind-power developers. Yushan’s project, as well as a smaller

one off the coast of Taoyuan, are two of the few that have passed an EIA.

The Taiwan Strait is a heavily trafficked waterway with a fragile ecosystem, and the EPA is

closely scrutinizing how offshore wind development will affect the ecology.

Protection of the white Formosan humpback dolphin is a particular concern, as this is a
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critically endangered subspecies of the Chinese white dolphin, with perhaps only 70
creatures still alive. When pile-driving was being carried out to build the foundations of the
Formosa-1 pilot wind-power project off the coast of Miaoli, environmental NGOs protested
the impact of the noise on the sensitive hearing of marine mammals that depend on

echolocation for survival.

Formosa-1 is a near-shore project, closer to the habitats of the Formosa humpback dolphins,
while the Yushan projects — as well as the seven projects that DONG is planning — are all 50

kilometers out in the Taiwan Strait.

The actual impact of offshore wind development on marine ecosystems remains a subject of
debate. Offshore wind developers say the foundations create an environment similar to a
reef. Referencing his experiences in the UK and the Gulf of Mexico, Hatton says that

“biodiversity tends to increase with this sort of development.”

Marine biologists say that while the reef-effect is well documented, the overall impact
remains unclear, due largely to the paucity of baseline data in marine waters now supporting

offshore wind.

Offshore wind-power has been deployed for two decades in Europe and long-term data is
slowly accumulating. Research seems to indicate that while the construction phase can have
negative impacts on marine mammals and fish due to the noise and disturbance of the silt,
the longer term effect is uncertain. Some gains have been observed in habitat building, but
there are also negative consequences due to turbine noise and the generation of an

electromagnetic field.

As an impact on Taiwan’s fishing fleets operating in the Taiwan Strait can certainly be

anticipated, provisions for a fishermen’s support fund is now included in each bid.

To lower the environmental impact, the use of floating offshore wind turbines is being
proposed for the Taiwan Strait. They can also exploit waters deeper than 50 meters, where

60% of Taiwan’s wind resources lie.

EOLFI Greater China’s Taihai Taoyuan (WIN) Offshore Wind Power project, which will
have total installed capacity of S00MW, will make Taiwan “the world’s first country to

deploy a commercial-scale floating offshore wind project,” the company told TOPICS via
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email. The project was officially registered by the BOE on September 1 and is now entering

the EIA review process. EOLFI says it expects EIA approval by the end of the year.

A major factor in getting the offshore wind industry going in Taiwan will be financing, as
these capital-heavy infrastructure projects require massive funding at the early stages before
they start generating revenue. Roughly 60-70% of a wind farm’s life-cycle costs are accrued
in the upfront capex investment, according to experts. While international banks such as
Macquarie Group, which is partnered with DONG and local offshore wind developer
Swancor on the Formosa-1 project, have years of experience calculating the risk of such

projects, local banks are just learning.

“The risks associated with different activities (e.g. offshore construction, operation, etc.) are
still new to Taiwan banks,” observed EOLFI. “At present, due to the lack of local
involvement in large-scale project financing schemes, especially for a scale such as ours,

foreign banks’ involvement will be necessary.”

The Formosa-1 project is owned 50% by Macquarie, 35% by DONG, and 15% by Swancor,
and is so far the only offshore wind-power project in Taiwan to have been successfully
developed and generate revenue. DONG considers the Formosa-1 project a vital test case for

Taiwan’s banks and developers.

“We are helping this first project in Taiwan to work out, to bring our experience but to also
learn,” says Bausenwein. “Formosa-1 is-a perfect case because it gives the banks the

opportunity to learn about offshore wind.”

Despite the slow progress, developers are optimistic that offshore wind will play a major role

in Taiwan’s future energy needs, while generating an entirely new supply chain.

“The impact of offshore wind will be similar to the oil and gas industry in the North Sea —
it’s a game changer,” says Hatton. “The current targets are too restrictive, but I think that
once the government gets confidence that this stuff will be delivered, then they will start to

plan more strategically.”
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TFTC imposes USD773 million fine and corrective order on Qualcomm for abuse of
dominance

Slaughter and May
October 18 2017

Source: https://www.lexology. com/hbrary/detaﬂ aspx?g=d5849e9d-82e4-4cf7-9f3d-
205ebcS5bc192

On 11 October 2017, following an investigation launched in February 2015, the Taiwan
Fair Trade Commission (TFTC) announced its decision to impose a fine of TWD23.4
billion (approximately USD773 million) and a corrective order on US chipmaker
Qualcomm for abuse of market dominance in the market for baseband chips for mobile
communications standards including CDMA, WCDMA and LTE.

The TFTC found Qualcomm to own considerable standard essential patents (SEPs) and
to have a dominant position in the baseband chip market. It also found that Qualcomm:
(i) refused to license SEPs to rival chipmakers; (ii) coerced mobile phone manufacturers
to sign unfair licensing agreements by linking chipset supply with patent licence
contracts; and (iii) imposed exclusive terms on licensing agreements. This conduct
increased the trading costs between phone manufacturers and Qualcomm’s competitors,
thereby forcing phone manufacturers to accept disadvantageous terms, deprived or
lowered competitors’ opportunities to do business, and/or reduced their ability to
withstand price competition. Since Qualcomm’s competitors could not circumvent the
SEPs, they had to raise prices to offset the increased costs, which led to a decrease in
demand for their products, thus excluding them from competing with Qualcomm. The
TFTC therefore concluded that Qualcomm’s licensing practices in Taiwan restricted and

harmed competition in the baseband chip market, breaching the Taiwan Fair Trade Act.

This is the largest fine levied on a single company by the TFTC and marks the third

recent major Asian antitrust enforcement ruling against Qualcomm. In early 2015 the
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Chinese National Development and Reform Commission imposed a fine of RMB6.08
billion (approximately USD975 million) on Qualcomm for its unfair patent-licensing

practices; and in December 2016 the Korean Fair Trade Commission fined

Qualcomm KRW1.03 trillion (approximately USD865 million), again for similar

patent-licensing practices.

It is worth noting that the TFTC’s fine of TWD23.4 billion is indeed very significant,
especially when compared proportionally with Taiwan’s much bigger neighbours, China
and South Korea. Unlike in Europe, but not uncommonly in Asia, there is no further
detail in its public decision of how the TFTC arrived at this level of fine. If Qualcomm’s | -
recent encounter is the beginning of a growing trend of high antitrust fines in multiple
Jjurisdictions across Asia, this will rapidly become a very significant risk area for

companies facing antitrust investigations by Asian competition authorities.

In addition to the fine, the TFTC also imposed a corrective order requiring Qualcomm
to stop its abusive behaviour and re-negotiate concluded agreements in good faith with

competing chipmakers and mobile phone manufacturers.

Qualcomm released a statement the next day outlining its intention to seek a stay of the
corrective order and appeal against the TFTC’s decision to the Taiwanese courts after

receiving the formal decision.

Qualcomm also intends to appeal the amount of the fine and the methodology adopted

in calculating it.
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