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Abstract

In the EU electricity industry, many Vertically Integrated Utilities (VIUs) have
ownership both of electricity generators and of transmission, hence VIU-owned or allied
generators often are bidders in auctions for VIU-owned transmission. In Van Koten
(2006) 1 show that welfare suffers and the holding company benefits — through
increased auction revenue — from more aggressive bidding by the allied bidder and that
it does not make a difference whether transmission is legally separated from the VIU or
not.

Here I analyze the regulatory measure of also legally separating the allied generator
from the VIU; this measure effectively transforms the VIU into a holding company and
prevents the “VIU” from influencing day-to-day decision-making of the “VIU”-owned
generator and bans cross-subsidization between divisions. I show that such a measure
may not improve welfare; the holding company can formulate a simple compensation
scheme that does not violate the restrictions imposed by legal separation but induces the
manager of the allied generator to bid more aggressively, thereby increasing the profits
of the holding company and decreasing welfare, as in Van Koten (2006).
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Abstr akt

V Evropské unii ptisobi v oblasti elektroenergetiky mnoho vertikalné integrovanych
(sitovych) firem (VIF), které vlastni jak vyrobu elektfiny, tak 1 pfenosova aktiva. Proto
se aukci prenosové kapacity nabizené VIF ucastni spolecnosti ptimo vlastnéné ¢i jinak
struktura vede k nizsi celkové prosperité a vysSim ziskim holdingové spolecnosti z
vysSich pfijmil z aukce kvili agresivnéjSim nabidkdam sptiznéného drazitele a Ze tento
vysledek se nezméni, ani kdyZ jsou pfenosové aktivity pravné vyclenény z VIF.

V této praci zkoumam situaci, kdy je od VIF na zédklad¢ regulacnich piedpist pravné
oddélen 1 spfiznény vyrobce elektfiny. Toto opatfeni fakticky transformuje VIF na
holdingovou spolecnost a zamezuje VIF ovliviiovat kazdodenni rozhodovani vyrobce,
jehoz vlastnikem je VIF, a zakazuj kiiZové dotace mezi divizemi. Ukazuji, Ze toto
opatieni nemusi vést k vyssi prosperité. Holdingova spolec¢nost miize vyuzit jednoduchy
mechanizmus odménovani, jenZ neporusuje omezeni stanovend pravnim oddélenim,
ktery vSak motivuje vedeni spiiznéného vyrobce elektfiny, aby v ramci aukce podaval
agresivnéjsi cenové nabidky, coz vede k nartistu zisku holdingové spolecnosti a poklesu
prosperity podobn¢ jako ve Van Koten (2006).



