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Abstract

Currently the electricity market in Taiwan consists of a state-owned
integrated power company (Taiwan Power Company; TPC), 9
independent power producers (IPPs) and more than 90 small private
firms that generate power using their own equipments (including
cogeneration and renewable energy generation). IPPs share 18.8% of the
installed capacity in total in Taiwan. This study mainly investigates how
IPPs determine the rate of return on their investments, how the
expected rate can be accurately calculated, and whether IPPs can be
guaranteed the expected returns after signing the contracts, since 1998
where IPP was initially allowed to set up and subsequently 1999 where

commercial operations formally started.

IPPs appear to have been facing challenges. Though in the same
business environment, the financial performance of each individual IPP
varies much. Even for the same IPP, its performance quite differs from
period to period. This research is aimed to analyze and identify various
important determinants of rate of returns on Investments of IPPs, taking
into account government policies, managerial points of view, as well as
other available studies. An in-depth industry analysis concerning IPPs is
offered, where both the construction and operation stages are covered
and discussed. More importantly, strategic considerations in investment

risk management are given for the existing IPPs and new comers.
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