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Moz

Mo e A Study on the Appropriateness of Revenue Regulation Level
of Power Generation Companies in the Electricity Market:
Focusing on KEPCO power generation subsidiaries

Bong-Hwan Hwang" and Sung-Bong Cho™

If excessive profits are expected or occur structurally and continuously in
the electricity market, it is necessary to regulate profits for generators. In
Korea, it applies to low-cost generators such as nuclear power and coal power
generators. However, it is very important to regulate at an appropriate level
considering the reasonable cost. In this study, we reviewed the adequacy of
the level of revenue regulation (based on the rate of return on investment) for
KEPCO power generation subsidiaries by two regulatory periods from 2002 to
2018.In the first phase period (2002-2007), the performance rate of return on
investment was lower than 0.61%p compared to the appropriate one, and in
the second phase period (2008-2018) 2.16%p was insufficient. Especially, it
was confirmed that the gap was further widened during the second phase.
This is because the revenue regulation was applied as a means to suppress an
increase in electricity rates, without taking into account the appropriate cost
of power generation subsidiaries.

Key Words : electricity market, excess income, settlement adjustment factor,

rate of return on investment, regulatory level
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