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The Special Investigation Division (SID) of the Sugme Prosecutors
Office has concluded its investigation of allegediaations of the
Anti-Corruption Act by Chen O-ming, Tu O-yi and Li O-shen of
Taiwan Power Company (“TaiPower”) and by Yeh O-chirg of the
Bureau of Energy of the Ministry of Economic Affairs. Prosecutors
have found no substantive evidence of the allegearecuption and

offenses, and accordingly have concluded the investion. The
relevant investigation is as summarized below:

l.  Gist of the Informant’s Report and Initiation of In vestigations

1. Itis alleged that TaiPower fails to generate pofr@m its own
reserve capacity, but instead purchases power fronate
power plants at high prices. TaiPower had purchaited
turbines, reactors and nuclear furnaces for‘itaudclear power
plant (“Nuclear Plant #4") as pre-fabricated prasubut still
has not completed the construction of the planfi2nyears.
TaiPower carried out a major inspection and maanter of the
first reactor at its ¥ nuclear power plant (“Nuclear Plant #2")
on March 23, 2012, and discovered that 7 of théanbolts
were defective; instead of buying locally manufaetubolts at
NT$2,400 each, TaiPower purchased bolts from thgina
foreign manufacturer at the price of NT$13,330,p@60 bolt. It
Is therefore alleged that TaiPower personnel ardtygof
violating the Anti-Corruption Act.

2. When comparing TaiPower’s 3-phase power price aujeists
in 2012 with the 2008 power price adjustment, thepprtions
of power purchases under these two proposals eliffby as
much as 27.91%. TaiPower was purchasing power fovate
power plants at higher prices, and still constaimityeasing the
proportion of power so purchased. It is therefdtegad that
TaiPower personnel are guilty of violating the A@brruption



Act.

3. During the period that the defendants Chen O-miiigQ-yi and
Li O-shen were employed by TaiPower, they were awhat
TaiPower had entered into power purchase agreemathitsuch
gas-fired power companies as Chang O, Jia O, XitG@ O,
Hsin O and Sen O from 1997 to 2000. However, afghou
interest rates in Taiwan were lowered dramaticaihce 2003,
the defendants Chen O-ming, Tu O-yi and Li O-shaah dgreed
to the aforementioned private power companies’ gsap for
shortening the gas-fired power generation costrmeperiod,
when negotiating with these companies regardingfuleé cost
adjustment mechanism in 2006~2007. It is thereftieged that
the defendants Chen O-ming, Tu O-yi and Li O-shengaiilty
of violating the Anti-Corruption Act. The defendargh O-ching,
being the former Director-General of the Bureattoérgy of the
Ministry of Economic Affairs, was aware that the628 session
of the Executive Yuan Cabinet meeting had lowehsdpercent
reserve margin to 16%, but the Ministry of Econowftair still
stipulated transitional provisions in its “Propodal Stage 4
Establishment of Private Power Generation Opera{tésage 4
Proposal”), and approved O-Yuan Power Co., Ltdbécome
registered. It is therefore alleged that the ded@nhd’eh O-ching
Is guilty of violating the Anti-Corruption Act.

ll. Investigation Results

1. Regarding TaiPower’s purchase of power from privatsver
companies at high prices (including abnormal ineeeaf power
purchase proportion)

(1) Explanation for TaiPower purchasing power from atev
power companies at prices higher than the cost of
TaiPower’s own power production
There are differences between the ways that powaenrt p
depreciation, generator operating models, generator
capacities and purchase prices for power purchase
agreements are calculated by TaiPower and by tivater
power companies. It is not possible to compare tteectly
and conclude that the prices of power purchase frovate
power companies are higher.

(2) Explanation for the abnormal increase in the proporof



power purchased by TaiPower from private gas-fpeder
companies

The informant cited the proportion of power purehasder
TaiPower’s 2008 power price adjustment as 19.5986, a
3-phase power price adjustments in 2012 as 22.4%%;
therefore concluded that there was an abnormaéaser in
the proportion of power purchased by TaiPower fpymate
gas-fired power companies. However, the complaireak
possibly failed to take into account the fact t@a¥uan had
begun commercial operations only on June 30, 2009,
resulting in the proportion of TaiPower’'s power ghase
being increased to 22.45%.

(3) Based on the above, one cannot find that the TaPow
personnel have committed any violations of the
Anti-Corruption Act merely based on the unilateral
accusations of the informant.

2. With regards to the defendants Chen O-ming, Tu,QiyO-shen
and Yeh O-ching

(1) With regards to the defendants Chen O-ming, Tu @ayi Li
O-shen
The many negotiations between TaiPower and the 6
gas-fired private power companies all relate to tvaethe
capital cost in the power purchase agreements dhiogl
revised to reflect interest rate fluctuations, dmether the
fuel cost rate should be changed to become floating
adjustments. These matters are within the scopeiwlf
disputes, and are distinguishable from constituéleaments
of the Anti-Corruption Act. It is therefore not silsle to
consider these facts offenses under the Anti-Ction\ct.

(2) With regards to the defendant Yeh O-ching
The Bureau of Energy, after compiling the legalnogs of
all parties, had included transitional provisionghe draft of
the Stage 4 Proposal. The administrative processhi®
entire proposal — from research, seeking of opmsion
discussions, drafting of proposal, submission fopraval,
special discussion meetings by the Council for Boao
Planning and Development, discussion and approydahé
Financial and Economic Taskforce of the Executivery,



approval by the Executive Yuan, and ultimate iseyehe
Ministry of Economic Affairs — was comprehensivehel
Stage 4 Proposal (including the transitional priowvis) had
been approved by the Executive Yuan, the trangition
provisions were explained, and the backgroundgere\iasis
and detailed agenda and explanations for the pabposre
all set out in the Ministry of Economic Affair’s agda and
minutes for the meeting, which were provided tdipgrants
of the meeting together with the notice for conngnof the
meeting. Therefore, one cannot conclude that thendant
Yeh O-ching had committed any criminal offensesd an
cannot find him guilty of the Anti-Corruption Act.

3. There is insufficient evidence to indicate that tleéendants had
committed the alleged offenses, merely by virtueNafclear
Plant #4 being still under construction
Nuclear Plant #4 had been subject to many problemhkjding
failure to award the contract for the main equiptr@ena package
contract, resulting in the tender being changedidgsign and

equipment  supply contracts; the Executive Yuan’s

announcements for stopping construction and thesunmang
construction, subcontractors becoming bankrupt wuglobal
economic downturn, rising of raw material costshitaation
procedure for stop work compensation, design probje
contractual performance disputes, bankruptcy of thain
contractor’s company, shortage of gravel supply, stmortage of
labor. One cannot conclude that the TaiPower peedowere
guilty of violations of the Anti-Corruption Act, mely on the
ground of Nuclear Plant #4 being still under camsion due to
the aforementioned factors.

4. There is no illegality in Nuclear Plant #2 purcimgsbolts from
original foreign manufacturer
With regards to the services procurement for TagtoMuclear
Plant #2's broken anchor bolts, since original gesiand
installation regulations governing the anchor boligere
determined by the U.S. Qi-O company, the brokertsbabuld
result in an extension of the plant’s major reppgsod by more
than 3 days (or extension of the major repairs dowebkult in
power restrictions being imposed). The repair woslas



contracted to Qi-O as a package, and was consigtémtthe
provisions of “Services Procurement Measures in rlgeecies”
and the Government Procurement Act. There wadegmsiity.

5. Based on the above, there is insufficient evidettceshow that
“TaiPower personnel”’, the defendants Chen O-ming,OFyi, Li
O-shen and Yeh O-ching were guilty of offenses untee
Anti-Corruption Act. As no positive evidence of amgther
illegalities has been found, the investigation iscaadingly
concluded.



