WIND ENERGY

1. PPA issues and grid connection

2. Localisation regulations
3. Onshore wind energy

4. Promoting the long-term development of offshore wind power

in Asia

Introduction

With its first commercial offshore
wind project (Formosa 1) in
commercial operation, 5.5 gigawatts
(GW) of projects awarded and under
development and another 1T0GW
announced by 2035, the prospects
for the offshore wind industry in
Taiwan are looking promising,
thanks to the firm support of various
government agencies and the efforts
of suppliers and developers from
the industry. Consequently, Taiwan
is in a unique position to achieve
regional leadership in wind energy, if
it maintains a long-term focus, and
continues to promote the creation
of a world-class local industry, in
line with international standards. To
accomplish that goal, members of
the committee offer the following
recommendations.

The issues raised in last year's
paper under the heading "Green
energy market" have not been raised
again because they are no longer a

priority.
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1. PPA issues and grid connection

As noted in last year's paper, the
power purchase agreement (PPA)
between Taiwan Power Company
(Taipower) and developers does not
currently provide compensation for
curtailment in excess of a reasonable
and realistic cure period during
grid related safety dispatch, or
suspension of services or planned
and unplanned maintenance. A
stable grid for the transmission of
electricity together with a mechanism
providing reasonable compensation
for curtailment and for force majeure
events affecting the grid is important
for stable offshore wind farm
revenue and essential for developers

and financiers.

Recommendations

e Introduce compensation
for curtailment in excess of
a reasonable and realistic
aggregate period per year in
the form of an extension to

the feed-in-tariff (FIT) period.

e Introduce a mechanism to
extend the FIT period for
wind farms in the event of
interruptions to Taipower’s
grid operations due to force

majeure events.

2. Localisation regulations

This issue was raised in last
year's paper. The development of
Taiwan's offshore wind supply chain
was forcefully kicked off by the
government in the previous rounds
of project awards. As a result, local
suppliers that have shown high
potential are now better positioned
to start developing focused
competitive export capabilities for
the international market.

More mature European wind
supply chain markets do not maintain
comprehensive local content
requirements similar to Taiwan'’s
Industrial Relevance Implementation
Programme. This is true both in large
markets, such as Germany and the
UK, as well as markets about the size
of Taiwan, such as Belgium, Denmark
and the Netherlands. In general, it is
understood that such inflexible and
broad local content requirements
can lead to a non-competitive and
ultimately underutilised local supply

chain.
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Taiwan's current item-based
local content policy risks creating a
separate, less competitive Taiwan
market for these items rather than
building its suppliers into successful
global competitors. As Taiwan is
about to enter its next phase of
offshore wind development, it is
critical to set forth a policy that
will strengthen the international
competitiveness of its nascent
domestic supply chain and capitalise
on its leading position in the Asia
Pacific region. Such an approach will
nurture the following developments:

Let the market select and bring
the most competitive suppliers
into the global offshore wind
supply chain

The previous rounds of project
awards have brought international
offshore wind expertise and
experience to Taiwan. By introducing
flexibility in the local content policy,
developers and other tier-one
suppliers will be able to select and
groom the suppliers that are the
most capable and best-prepared for
global market competition.

Further drive cost reductions
in the supply chain that will in
return benefit Taiwan as a whole

Cost reductions in the offshore
wind industry would ultimately
translate into lower electricity prices
for the Taiwan’s consumers and

domestic industries, supporting the
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competitiveness of these industries
and stimulating their purchase of
large scale affordable renewable
energy to fulfil local and global
environmental commitments. Like
the price auction regime, the local
content policy should encourage
competition and drive down costs.

Embrace and support
technological progress to prepare
the local supply chain for the
future global offshore wind
market

Developers worldwide are
preparing for the next generation
of offshore wind technologies, with
different foundation types that can
be deployed in deeper seas and
bigger turbines for better efficiency.
It is crucial for Taiwanese suppliers to
embrace these trends and contribute

to the next generation of offshore

wind projects.

Recommendation

e Introduce a flexible and
reasonable percentage-based
local content regulation,
adapted from the UK model, as
an appropriate and effective
policy to bring Taiwan’s local
offshore wind suppliers into
the global offshore wind
supply chain and ensure

their contribution to the next

generation of offshore wind

technologies and to drive
cost reduction in the domestic

supply chain.

3. Onshore wind energy

3.1. Extending onshore wind
locations and repowering old
turbines

This issue was raised in last year's

paper. Onshore wind is one of the
least expensive sources of renewable
energy, with the potential to play
a larger role in Taiwan's renewable
energy supply.

However, Taiwan is densely
populated and locations for the
development of onshore wind
turbines in Taiwan are limited. Land
scarcity is also an issue in other
densely populated countries such as
the Netherlands. Taiwan may wish
to draw on their experience with this

challenge.

Recommendations

e Government agencies,
especially the Bureau of
Energy (BOE), the Industrial
Development Bureau (IDB),
the Taiwan International Ports
Corporation (TIPC) and the
Ministry of Transportation
and Communications (MOTC)
should promote and develop
onshore wind along highways,
railways, industrial parks

and in harbours, as various
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European countries have
done, and set specific targets
accordingly.

e The Ministry of Interior (MOI)
should revise the coastal
protection plan to specifically
allow the installation of
onshore wind turbines
along beaches, estuaries and
intertidal zones.

e Support and promote the re-
powering of old wind turbines,
including a programme of
simplified and expedited
permitting process that skips
an Environmental Impact
Assessment (EIA) if already
done or not necessary for the
initial windfarm.

¢ Encourage the replacement of

existing turbines with larger,
more powerful and more

efficient turbines.

3.2. Encouraging onshore wind'’s
participation in the free

energy market
This is a new issue. We welcome

the government's initiative to create
an open energy market. However,
onshore wind operators consider the
requirement to pay Taiwan Power
Company (Taipower) a fee to end
participation in the FIT scheme totally

unreasonable. This fee punishes

these pioneers of Taiwan renewable
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energy by making it more expensive
for them than for newcomers to take
advantage of the new open market
for energy sales. The early efforts of
these operators helped pave the way

for the development of this market.
They should not be penalised for

their efforts.

Recommendation

e Drop the requirement to pay
a fee to Taipower when an
onshore wind operator wants
to end its participation in an
FIT scheme and sell its power

on the open market instead.

3.3. A coordinated approach to
the recycling of wind turbine
blades

This is a new issue. Although most
of the material in wind turbines
can be recycled, there is no good
recycling solution for the rotor
blades. Within the next seven years,
we expect that over 1,900 tonnes
of glass fibre reinforced epoxy resin
has to be disposed of, as developers
disassemble their 20-year-old wind
turbines. Future demand will be

higher as hundreds of turbines are

planned to be installed offshore.
Currently there is no legal way in
Taiwan to dispose of this material in
such quantities. Furthermore, there is
no method available to recycle these;
whereas there are methods available
for their disposal including: landfill,
incineration or mixing with cement

to make concrete products.

Recommendation

¢ Facilitate cooperation between
wind turbine manufacturers,
the local recycling industry and
research institutes to come up
with new environmentally-
friendly ways of recycling wind

turbine blades.

4. Promoting the long-term
development of offshore wind
power in Asia

Issues in this section build on issues
raised in last year's paper under the

heading "Zonal development".

4.1. Enhancing the predictability

of Taiwan's offshore wind
developments
This is a new issue. Phase 3 of
Taiwan's offshore wind programme
has generated great excitement

and interest among wind farm
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developers, suppliers and financiers
around the world. Taiwan should
maintain this momentum and
continue to build both its offshore
wind supply chain and its reputation
as a reliable destination for large-

scale energy investments.

Recommendations

e Follow established notice-and-
comment procedures for all
regulations affecting offshore
wind development and allow
sufficient time for interested
parties, including foreign
parties, to provide timely
suggestions and comments.

e Announce timetables and
hold auctions as promptly
as possible and avoid
unnecessary delays and
rescheduling. Predictability in
the award process increases
efficiency and reduces costs,
encouraging more competitors
to participate. If possible, hold
the next round of auctions

before the end of 2021.

4.2.Increasing capacity of

awarded projects
This is a new issue. Technological

innovations and competitive market
mechanisms reduce renewable

energy costs, but economies of
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scale also play a key role. Larger
projects optimise development costs
and translate into larger orders and
greater certainty for developing the
local supply chain. As the local supply
chain grows, Taiwan’s suppliers can
become more competitive in other
Asia-Pacific markets. Larger projects
also encourage the deployment of
larger, more efficient, state-of-the-art
wind turbines, reducing the cost of

renewable energy.

Recommendation

e Award larger capacity projects
in each auction cycle. Larger
projects will reduce domestic
energy prices and make the
Taiwan supply chain more
competitive, both in Taiwan

and abroad.

4.3.Planning ahead for key
supporting infrastructure

This is a new issue. Practical and
comprehensive planning for key
public infrastructure such as the
reinforcement of the electricity
transmission grid is critical for the
development of offshore wind.
Access to grid capacity is the most
decisive confirmation needed to
assess project feasibility for both
existing and new projects. We believe
that the grid planning should be

based on a long-term and practical

perspective, meaning what is in the
plan needs to reflect solutions for
the current outstanding projects and

potential new project areas.

Recommendation

e Involve offshore wind
developers in the planning of
improvements to Taipower’s
grid and key supporting

infrastructure.

4.4. Support for floating offshore
wind technology

This is a new issue. Taiwan set the
goal of a further 10GW of offshore
wind from 2026-2035. Floating
offshore wind projects, deployed
in deeper water, may contribute to
meeting this objective, as well as
reinforce Taiwan's regional leadership
in offshore wind as a whole.

Because floating offshore
technologies are relatively new, with
no clear market leaders, Taiwan has
an opportunity to sponsor this market
segment and develop the intellectual
property, as well as the supply chain
of this technology class. By enabling
scale and the industrialisation of the
floating offshore market segment,
Taiwan can become an international
hub, with opportunities to export

skills and equipment worldwide.

Recommendations

e The BOE and IDB should

create a "less-established
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technologies category"”
to include offshore wind
floating foundations, to
complement an "established
technologies category” that
includes onshore wind and
offshore wind fixed-bottom
foundations.

Develop a policy for floating
offshore wind within the next
twelve months, including
adequate financial support
and a framework allowing
economies of scale for the
first projects, hence helping
industrialisation and cost

reductions.
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