
                                                                              

                             

Opinion on 

THE MONITORING REPORT FROM 16 MARCH 2018 ON THE 

IMPLEMENTATION OF THE JOINT DECLARATION  

 

IN JULY 2017 THE FEDERAL MINISTRY OF ECONOMIC AFFAIRS AND ENERGY OF THE FEDERAL 

REPUBLIC OF GERMANY AND THE DANISH MINISTRY OF ENERGY, UTILITIES AND CLIMATE AS 

WELL AS THE TWO NATIONAL ENERGY REGULATORY AUTHORITIES (HEREINAFTER REFERRED 

TO AS “NRAs”), BUNDESNETZAGENTUR (“BNetzA”) AND THE DANISH ENERGY REGULATORY 

AUTHORITY (“DERA”) REACHED A JOINT DECLARATION TO IMPROVE ELECTRICITY TRADE 

BETWEEN GERMANY AND DENMARK
1
. 

The Joint Declaration increases electricity trade between the two countries while ensuring grid security by 

gradually making the full capacity of interconnectors between Germany and Denmark-West available for 

trade as soon as the relevant infrastructure development has been completed.  

 

Pursuant to the Joint Declaration, the relevant TSOs, TenneT and Energinet, are responsible for the technical 

implementation of the Joint Declaration and they are requested to continuously monitor the implementation. 

The TSOs shall prepare and submit monitoring reports to the NRAs, BNetzA and DERA, at least once a 

year. The first monitoring report on the pilot phase (July – November 2017) was due no later than 21 days 

after its completion, i. e. 21 December 2017.  

 

On 20 December 2017, TenneT and Energinet submitted the first monitoring report to BNetzA and DERA. 

This version was updated on 16 March 2018. In accordance with the Joint Declaration, BNetzA and DERA 

have assessed the monitoring report and provide now an opinion on this with the aim to continuously 

improve efficiency and effectiveness of the implementation. 

 

This following assessment constitutes the joint opinion of BNetzA and DERA on the first monitoring 

report of 16 March 2018 on the implementation of the Joint Declaration taking into account the 

principles of “efficiency” and “effectiveness”. 

 

In addition to the monitoring report, the TSOs jointly assessed additional options for countertrade models in 

case the current mechanisms are not suitable in the longer term with increased minimum capacities and the 

related risks of having to perform larger amounts of countertrade. The work done by the TSOs resulted in an 

Impact Assessment published on 29 November 2017 containing six different countertrade models, which 

have been analyzed based on the following criteria: system security, cost-effectiveness, market access, effect 

of arbitrage and transparency. The TSOs have chosen to conduct the Impact Assessment qualitatively based 

on stakeholder input and experts’ evaluation. The Danish TSO, Energinet, has conducted a public 

consultation from 16 February to 16 March regarding the use of the Danish special regulation. Based on the 

consultation responses and the Impact Assessment in general, Energinet has informed DERA that Energinet 

                                                      
1 https://www.bmwi.de/Redaktion/EN/Pressemitteilungen/2017/20170614-deutschland-und-daenemark-einigung-auf-stromhandel.html 

 

http://en.efkm.dk/news/news-archive/2017/jun/denmark-and-germany-agree-on-increasing-electricity-trade-between-their-countries/ 

 

https://www.bmwi.de/Redaktion/EN/Pressemitteilungen/2017/20170614-deutschland-und-daenemark-einigung-auf-stromhandel.html
http://en.efkm.dk/news/news-archive/2017/jun/denmark-and-germany-agree-on-increasing-electricity-trade-between-their-countries/


                                                                              

                             

will continue to use the Danish special regulation mechanism to acquire the necessary downward regulation 

in order to allow the minimum capacity pursuant to the Joint Declaration. 

 

Energinet has been coordinating the work with the German TSO, TenneT.  

 

 

Minimum capacities 
 

The Joint Declaration aims at gradually increasing the capacity between Germany and Denmark-West 

(hereafter DE and DK1) available to the day-ahead market. The Joint Declaration introduces minimum 

capacities; beginning with a pilot phase: 

 

 

 

From December 2017 until end of year 2020 the minimum capacities will increase in a stepwise approach as 

follows: 

Year Minimum available hourly capacity 

2017 2
nd

 semester 400 MW 

2018 700 MW 

1
st
 of January 2019 – 31

st
 of March 2019 900 MW 

1
st
 of April 2019 – 31

st
 of December 2019 1000 MW  

2020 1100 MW 

 

Assessment 
In accordance with the Joint Declaration, the provided report by TSOs shall include at least: 

 

- Costs incurred; 

- Deviations from the Joint Declaration; 

- Reasons for deviations; 

- Challenges in the implementation; 

- Opportunities for improving the implementation of the Joint Declaration; and 

- A status on internal grid developments on both sides of the border of Germany and Denmark-West 

 

During the pilot phase, TenneT has acquired the necessary resources in the German Intraday Market whilst 

Energinet has used the special regulation regime as part of the Nordic Regulating Power Market. Downward 

regulation provided by the special regulation method in Denmark is matched by corresponding volumes of 

upward regulation from the German Intraday Market. 

  

The assessment by BNetzA and DERA aims to improve efficiency and effectiveness of the implementation. 

 

Month Minimum available hourly capacity 

July 2017 80 MW  

August 2017 160 MW  

September 2017 240 MW  

October 2017 320 MW  

November 2017 400 MW  



                                                                              

                             

Overall, BNetzA and DERA can conclude that the minimum capacities agreed in the Joint Declaration have 

been upheld in all hours from 1 July 2017 to 30 November 2017 according to the Joint Declaration. 

 
Table 1 Amount of countertrade in the direction from DK1 to DE in the pilot phase based on data by Energinet and TenneT 

Amount in the 

direction from 

DK1 to DE 

July  August  September  October November 

Hours with 

countertrade  

57h 

(7.7%) 

76h 

(11.2%) 

70h 

(9.7%) 

355h 

(47.7%) 

334h 

(46.4%) 

Countertrade 

(MWh) 

4,537 11,540 14,622 106,042 116,423 

Average 

Countertrade per 

hour (MW) 

79.60 151.84 208.89 298.71 348.57 

 

Accumulated 

countertrade 

volume (MWh) 

4,537 16,078 30,700 136,742 253,164 

 

As expected, the number of hours and volume of countertrade increases with the increased capacity. The last 

two months of the pilot phase show a significant increase of countertrade; in nearly 50% of the hours 

countertrade had to be applied. In case of countertrade, the activated volume was close to the respective 

minimum capacity.  

 

 

Minimum capacities: Energinet’s special regulation 

 

In order to ensure the minimum capacities stemming from the Joint Declaration, the Danish TSO Energinet 

uses special regulation. Special regulation is a well-known method used by Energinet for several years prior 

to the entering into force of the Joint Declaration. The use of special regulation may occur for instance as a 

consequence of congestion in Energinet’s grid or neighbouring areas. When using special regulation for 

providing minimum capacities, Energinet makes a specific selection of regulating-power bids for upward or 

downward regulation, disregarding the usual price order. The process follows the general Nordic model. The 

remaining bids which have not been used for the Nordic manual Frequency Restoration Reserves (“mFRR”), 

are at disposal to fulfil the obligations of the Joint Declaration.  

 

The bids used for the Nordic mFRR are settled at marginal price (pay-as-clear). Regulating-power bids used 

for special regulation are settled at the bid price (pay-as-bid)
2
. 

 

The monitoring report from the TSOs does not include an assessment of the impact of the use of special 

regulation on the market for Nordic mFRR. This is however important to consider, in particular as the 

settlement is different and as the use of special regulation should not undermine the Nordic mFFR market by 

raising the prices purely due to speculative behavior, i. e. pay-as-clear vs. pay-as-bid.  

  

  

                                                      
2 Regulation C2: The balancing market and balance settlement of December 2017  



                                                                              

                             

Minimum capacities: TenneT’s usage of the German intraday market 

In order to ensure the agreed minimum capacities in the pilot phase, TenneT is procuring the requested 

capacity on the German intraday market. The applied countertrading model consists of upward regulation in 

the target market of trade flows (typically Germany) and downward regulation in the exporting bidding zone 

(typically Denmark). This financial trade creates an effect on the DA market.  

The intraday market in the bidding zone Germany/Austria/Luxemburg is a very liquid and mature market. 

This is partly due to high infeed of intermitting renewable energy production in Germany (about 38% of the 

overall electricity production in 2017). The countertrade for minimum capacities on the border DK1-DE 

represents a share of about 3% (in November) of the total average trading volume on the 

German/Austrian/Luxemburg intraday market (about 4 TWh).  

Based on the experience of the pilot phase, both TenneT and Energinet assume the potential for countertrade 

in Germany and Denmark being sufficient for the future minimum capacities. Besides, both markets show an 

adequate level of liquidity.  

 

Costs incurred 
Costs from the implementation of the Joint Declaration are of great importance for the NRAs who will 

monitor them closely.  

 

The monitoring report does not include data on the source of the activated downward regulation. The TSOs 

have explained that this is partly due to pending IT adjustments. The TSOs have ensured to NRAs that the IT 

adjustments will be in place as soon as possible.  

 

Please note that a negative average cost in Denmark means that Energinet has on average received a payment 

for downward regulation. The lowest and highest prices define the range of fulfilled bids. 

 

The average price for downward regulation in Denmark is between -4.64 €/MWh and -22.65 €/MWh (see 

table 2). These prices are offset with the costs on the German side. The Danish special regulation prices 

show quite a big variation indicating some negative prices and prices as high as 201.56 € / MWh. This price 

behavior makes it difficult to predict future regulation prices. There have been up to 179 hours of negative 

prices per month during the pilot phase pursuant to table 2: 
 

Table 2 Details on revenues of downward regulation in DK1 for the pilot phase based on data by Energinet  

Details in DK1 July August September October November 

Average cost 

(€/MWh)  
-22.53 -15.56 -22.62 -4.64 -13.50 

Lowest price 

(€/MWh)  
-10.59 -22.16 -12.21 -21.43 -15.99 

Highest price 

(€/MWh)  
46.33 50.00 63.00 54.69 201.56 

Hours with 

negative prices 
5 29 8 179 68 

 

In Germany the average cost for upward regulation is between 29.06 €/MWh and 48.04 €/MWh (see table 3). 

This means that TenneT has on average paid money to procure electricity and to conduct upward regulation. 



                                                                              

                             

Nearly in every hour of the pilot phase, there was a positive market price in Germany. While there is only a 

slight variation of the average price, the lowest price paid in Germany varies greatly as a result of the volatile 

German/Austrian/Luxemburg intraday market. 

 
Table 3 Details on prices of upward regulation in DE on the intraday market for the pilot phase based on data by TenneT 

Price details in 

DE 
July August September October November 

Average cost 

(€/MWh)  
29.06 34.33 39.47 38.98 48.04 

Lowest price 

(€/MWh)  
-17.41 4.97 24.41 -52.78 -22.78 

Highest price 

(€/MWh)  
63.11 84.22 65.41 74.15 249.38 

Hours with 

negative prices 
1 0 0 4 4 

 

The accumulated costs for the pilot phase are 8.1 million € according to the monitoring report (see table 4). 

The minimum capacities are subject to a cost cap of 40 million € per annum for the German side.   

Furthermore, the weighted average total costs per hour rose from 6.5 to over 34 €/MWh. These costs take 

into account received payments from the downward regulation as well as costs from upward regulation.  

 
Table 4 Costs for countertrade overall and per country as well as average total costs per hour and accumulated costs for the 

countertrade during the pilot phase based on data by Energinet and TenneT 

Costs for 

Countertrade 
July August September October November 

Costs in DK1 (€) -102,241  -179,615  -330,814  - 492,466  -1,572,127 

Costs in DE (€) 131,857  396,221  577,192  4,133,543  5,592,724  

Total costs 29,626 216,606 246,378 3,641,077 4,020,597 

Accumulated costs (€) 29,626  246,222  492,600  4,133,677  8,154,274  

Average total costs 

per hour (€/MWh) 

6.52 18.77 16.85 34.33 34.53 

 

 

 

Improvements of the implementation of the Joint Declaration 

As stated above, the TSOs have jointly assessed different additional options for countertrade models as a 

substitute for the currently used method in the Impact Assessment published on 29 November 2017. In 

regards of the increasing minimum capacity, the countertrade model should be suitable for the longer term 

with the enlarged application of upward and downward regulation. The NRAs will assess and give opinions 

on the efficiency and effectiveness of the countertrade model applied based on the yearly monitoring reports 

submitted by the TSOs in accordance with the Joint Declaration.   

 

Conclusion 
BNetzA and DERA have no objections to the findings in Tennet’s and Energinet’s monitoring report on the 

implementation of the Joint Declaration from 16 March 2018.  

 



                                                                              

                             

However, the monitoring report does not provide BNetzA and DERA with a full picture on the impact of the 

Joint Declaration in regards of existing markets and overall costs. Also, the monitoring report does not 

contain a status of the grid developments in Denmark and Germany as one of the minimum requirements 

stated in the Joint Declaration. Pursuant to the Joint Declaration, BNetzA and DERA therefore request the 

TSOs to include further information in the following monitoring reports. BNetzA and DERA expect the next 

monitoring report to be delivered no later than end of December 2018   

  

On the Danish side, Energinet is using special regulation which means that Energinet is picking out single 

offers in DK1 from the Nordic regulating power market, which is settled as pay-as-bid. This market normally 

works as pay-as-clear, which means that participants have incentives to offer marginal costs. However, it 

must be kept in mind that market participants in DK1 offering regulating power may change their practice of 

offering in the regulating power market based on new experience from the time during the implementation of 

the joint declaration period. The applied special regulation only covers the bidding zone of DK1. BNetzA 

and DERA have not analyzed the development in liquidity, the interplay between liquidity and increased 

demand of special regulation or the adequacy of liquidity of special regulation in DK1 yet.  

 

On the German side, TenneT is using upward regulation procured on the German/Austrian/Luxemburg 

intraday market in order to provide the stipulated minimum capacities. Due to the high volume and the 

variety of market participants, the intraday market is liquid and transparent. As bids are paid at clearing 

price, the countertrade model affects the market price for all market participants. As the intraday market 

price is dependent on continuously varying factors like generation, demand, forecast accuracy and marketing 

strategies of all market participants, it is hard to isolate the price effect of a single element. However, 

concerning the small volumes in the pilot phase, this effect should be negligible so far, but will lead to 

increasing effects with rising countertrade volumes. Trading the needed volumes via exchanges under 

REMIT requirements precludes risks of manipulation. Nevertheless, some market participants could try to 

forecast the quantities and adjust their offers as part of normal competitive behavior. 

 

NRAs note that TSOs have assessed the potential for countertrade on both markets being sufficient for the 

future minimum capacities
3
.  

 

 

Thus, based on the monitoring report of the pilot phase of the Joint Declaration BNetzA and DERA request 

the TSOs to: 

 

- Monitor and assess the impact on the Nordic mFFR market including possible spill-over effects 

between the Nordic regulating power market and the market for special regulation; 

- include statistics on ordinary special regulation in DK1 and assess the interplay between ordinary 

special regulation and special regulation according to the Joint Declaration;  

- include impact of countertrading on the German intraday market; 

- monitor and assess the liquidity of the special regulation market; 

- report on the status on grid development on both sides; 

- include best estimates for future costs (already to include this in the monthly reports from august 

2018 to the NRAs); and 

                                                      
3 See https://energinet.dk/El/Nyheder-som-systemydelser/Specialregulering as well as Joint TSO Impact Assessment published on 29 November 

2017. 

https://energinet.dk/El/Nyheder-som-systemydelser/Specialregulering


                                                                              

                             

- include information on how the activated downward regulation is provided (consumption, thermal 

production, RES curtailment or by other means). 

 

The view of BNetzA and DERA on the monitoring report shall also be seen in consideration of the results of 

the Impact Assessment from 29 November 2017, in which the TSOs evaluate different countertrade models, 

including special regulation. 

 

BNetzA and DERA emphasize that there have been no complaints regarding the pilot phase of the 

implementation of the Joint Declaration. 

 

Pursuant to the Joint Declaration, NRAs will continuously monitor and assess that the current countertrade 

model, including the development in liquidity is efficient and effective. Therefore, NRAs reserve the right to 

ask TSOs for further evaluation on the effectiveness of the current countertrade model (especially the use of 

special regulation in DK) in contrast to counter capacity allocation, tendering or other alternatives if deemed 

necessary by the NRAs. 

 

On 19 March 2018 it was announced
4
 that the European Commission (“EC”) has opened a formal 

investigation to assess whether TenneT’s limitation of capacity from Western Denmark breaches EU 

antitrust rules. Following TenneT’s proposal for commitments
5
 the minimum capacity shall be gradually 

increased further up to 1300 MW on the DK1-DE border within 6 months.  

 

BNetzA and DERA are aware of the Preliminary Assessment done by the EC and the commitments proposed 

by TenneT. BNetzA and DERA note that the commitments are currently consulted upon and that a decision 

still has to be adopted by the EC in order to make the commitments applicable. Moreover, BNetzA and 

DERA note that Energinet is neither addressee of the proceedings in the EC case, nor has Energinet 

consented to the commitments.  

 

When the EC adopts a decision, BNetzA and DERA will investigate in cooperation how this influences the 

responsibilities of the NRAs pursuant to the Joint Declaration.  

 

 

 

                                                      

 

 


