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CORPORATE PPAS

The corporate power purchase agreement (“CPPA”) is a well-known offtake

"The CPPA market has instrument in both the European and American power markets. By contrast, in many
seen significant growth Asian jurisdictions, the sole offtaker available for power projects is often a

since 2017, as government entity, which results in largely non-negotiable power purchase
underlined by the agreements (“PPAs”) and prevents corporate offtake. This approach, however, is

recent signing of the
world’s largest (920
MW) CPPA between

@rsted and TSMC.* TAIWAN CORPORATE PPA

beginning to change and governments are fostering the creation of open offtake

markets. This is being welcomed by power producers and corporate offtakers alike.

In 2017, Taiwan’s Electricity Act was amended to allow the sale of renewable energy
power direct to end users. Prior to the liberalisation of the energy market, only Taiwan Power Company (“TPC”) was permitted
to be an electricity retailer. The CPPA market has seen significant growth since 2017, as underlined by the recent signing of the
world’s largest (920 MW) CPPA between @rsted and Taiwan Semiconductor Manufacturing Company (“TSMC”). This transaction
highlights the potential of the CPPA as a mechanism to enable companies to meet their green energy targets and secure fixed
energy prices, whilst allowing renewable energy generators an alternative route to market. The commercial advantages are
supported and accelerated by Taiwanese policy initiatives, making CPPAs an attractive option for both large and small scale

generators.

DEMAND

Despite the dampening effects of the Covid-19 pandemic, the key drivers for corporates to enter into CPPAs in Taiwan remain
strong. In particular, consumer facing companies with high energy demand are focussing on renewable energy CPPAs as a way to
meet their green commitments — for example, Google signed a CPPA in January 2019 for 10 MW, whilst TSMC is a major supplier
for Apple (both Apple and Google are signatories to the REI00 commitment). Taiwan’s renewable energy demand also remains
strong, with Taiwan setting an ambitious renewable energy target of 27 GW of renewable power by 2025, with the Ministry of
Economic Affairs (“MOEA”) targeting 5.5 GW of offshore wind power, 20 GW of solar power and 2.08 GW of hydroelectricity and

biogas.

I LEGISLATIVE SUPPORT
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"From a generator’s
perspective, perhaps
the most significant
amendment to the
REDA is the are primarily:
flexibility of the

three options as to
the form of PPA."

Since the amendment of the Electricity Act in 2017, Taiwan has introduced a number
of initiatives through amendments to the Renewable Energy Development Act

(“REDA”) to boost renewable energy production. The policies which impact CPPAs

¢ the addition of legislation allowing renewable energy producers optionality to sell
their electricity via a CPPA (through Direct Supply (as defined below), or via a
wheeling agreement with TPC) or export to the grid via a PPA signed with TPC;

e regulations requiring (i) government entities and schools to prioritise renewable

energy generation facilities when building new structures (to the extent that the technical requirements can be met); (ii) the

lease term for use of public land for the construction and operation of renewable energy generation facilities or cables not to

be shorter than the term of the electricity business license obtained by a power producer; and (iii) a requirement for high

energy consumers to install a certain capacity of renewable generation or storage facilities, or alternatively, to purchase T-

RECs (see below) or pay a delinquency payment as an alternative; and

e Taiwan Renewable Energy Certificate (“TREC”) — As has been introduced in other jurisdictions, Taiwan established a

renewable energy certification regime, whereby renewable energy generators will generate one TREC for each MW-hour of

renewable energy produced. TRECs are the primary form of evidence of renewable energy generation and as such are the

mechanism through which companies will evidence their green goals. TRECs are tradeable and may be purchased through

approved organisations.

Certain cities and counties have also developed their own regulations requiring renewable energy generation, so this should also

be considered on a local basis.

PPA FLEXIBILITY

From a generator’s perspective, perhaps the most significant amendment to the REDA is the flexibility of the three options as to

the form of PPA:

1. CPPA and Direct Supply

¢ This involves a CPPA executed with an end user where the power generation is
connected directly to the end-user and as such connection with TPC’s grid is not

required (“Direct Supply”).

e The MOEA announced the rules on Direct Supply on September 14, 2017 under
which a power producer will need to apply to the competent authority to engage
in Direct Supply. To date, the competent authority has not yet issued any permit

for Direct Supply, given the concerns with the stability of power supply.

2. CPPA and wheeling agreement

"The term of a PPA
for renewable energy
is usually 20 years
from synchronisation
date (which should
be the date where
the generation
facilities first
connect to TPC's

grid)."
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¢ In addition to Direct Supply, a renewable energy project company may sell renewable energy to end users through wheeling
services provided by TPC (including the transmission of power through the TPC grid). The power producer will need to apply
to TPC to enter into a power wheeling agreement for the wheeling services. In practice, the terms of the power wheeling

agreement are generally not negotiable.

e TPC will charge the power producer for the wheeling and other ancillary services. A detailed calculation formula of the
relevant fees is provided in the MOEA’s Rules on the Formula for the Calculation of the Rates of Various Fees for the Services
provided by the Transmission/Distribution Business promulgated on September 13, 2017 (B0 EX K BEEXRTEALR). As
wheeling and other ancillary services are typically the responsibility of the power producer, the power producer and the end

user would usually negotiate the allocation of the costs associated with wheeling and other ancillary services in the CPPA.
3. Wholesale to TPC using a non-negotiable form of PPA

¢ Under the Electricity Act and the REDA, a renewable energy power producer may sell power to TPC by entering into a PPA

with TPC under a feed-in tariff scheme.

* In practice, TPC’s model PPA is generally non-negotiable (though will differ between generation type). The template form of a
TPC PPA will specify (amongst other things) the installed capacity, tariff, purchased capacity and term of the PPA. The term of
a PPA for renewable energy is usually 20 years from synchronisation date (which should be the date where the generation

facilities first connect to TPC’s grid).

In addition, under the REDA, renewable energy producers also have the option to
"With TPC backing enter into a PPA with TPC and a CPPA with a private offtaker, whereby the producer
up a CPPA, in the can: (i) sell power to TPC before switching to the CPPA (other than for offshore wind
event the CPPA is PPAs with TPC), or (ii) sell power via a CPPA before switching to selling power to TPC.
ierminafed, the In TPC’s model PPA for renewable energy projects (other than offshore wind
power could be sold projects), a power producer may, by prior written notice, apply to TPC for

to TPC after the PPA termination of a PPA in order to switch to a CPPA. In relation to PPAs with TPC for

is signed with TPC." offshore wind projects, a power producer will have to negotiate with TPC for

termination of a PPA so as to switch to a CPPA. In relation to CPPAs, the ability to
switch from a CPPA to a TPC PPA would also be subject to the terms of the individual

CPPA.

This is a significant advantage for renewable energy projects and may help mitigate offtaker credit risk. With TPC backing up a
CPPA, in the event the CPPA is terminated, the power could be sold to TPC after the PPA is signed with TPC. The renewable
energy generator would still be able to benefit from the feed-in-tariff rate based on the date of initial power supply pursuant to

the REDA.

CONCLUSION

The recent @rsted TSMC CPPA emphasises the ongoing commercial attractiveness of CPPAs whilst the legislative framework for
CPPAs has capitalised on the move towards green power and created commercial incentive for stakeholders to participate in this

alternative route to market — for this reason we expect CPPAs to continue to thrive in Taiwan.
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Adam Blythe, a former associate in our Singapore office, also contributed to this article.

This article has been co-authored by Watson Farley & Williams LLP (“WFW?”) and Lee & Li (“L&L”). WFW and L&L have worked
closely on previous Taiwan renewable projects, recently acting as lenders’ counsel on the Changfang and Xidao offshore wind
farm project and also advising DBS on the financing of a 70.2 MW solar energy facility with a corporate offtaker. This article
provides a summary of the legal issues as at the date of original publication, but is not intended to give specific legal advice. The
situation described may not apply to your circumstances. If you require advice or have questions or comments on its subject,

please contact one of the key contacts mentioned above or speak to your usual contact at Watson Farley & Williams.

DISCLAIMER

Watson Farley & Williams is a sector specialist international law firm with a focus on the energy, infrastructure and transport sectors. With offices in Athens,
Bangkok, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Hong Kong, London, Madrid, Milan, Munich, New York, Paris, Rome, Seoul, Singapore, Sydney and Tokyo
our 700+ lawyers work as integrated teams to provide practical, commercially focussed advice to our clients around the world.

All references to ‘Watson Farley & Williams’, ‘WFW’ and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its affiliated entities. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualification in WFW
Affiliated Entities. A list of members of Watson Farley & Williams LLP and their professional qualifications is open to inspection on request.

Watson Farley & Williams LLP is a limited liability partnership registered in England and Wales with registered number 0C312252. It is authorised and regulated by
the Solicitors Regulation Authority and its members are solicitors or registered foreign lawyers.

The information provided in this publication (the “Information”) is for general and illustrative purposes only and it is not intended to provide advice whether that
advice is financial, legal, accounting, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Information provided is accurate at the time of publication, no representation or warranty, express or implied, is made as to the accuracy, timeliness,
completeness, validity or currency of the Information and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permitted by law, WFW shall not be liable for indirect or consequential loss or damage, including without limitation any loss or damage
whatsoever arising from any use of this publication or the Information.

This publication constitutes attorney advertising.
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