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DERA has analysed competition in the wholesale market for natural gas in Den-
mark as part of its market monitoring tasks under the Danish Natural Gas Supply 
Act and European law.  
 
Since full market liberalisation in 2004, there have been positive structural devel-
opments in the Danish gas market. A Danish gas exchange has been established 
and the transmission grid between Denmark and Germany has been expanded, so 
that it is now possible to import larger amounts of physical natural gas to the Dan-
ish gas market. The total capacity from Germany to Denmark is expected to be 
able to cover the combined Danish and Swedish gas consumption from 2016.  
 
Structural developments in the gas market have made a positive contribution to 
market competition, but there are still only a few companies bringing gas onto the 
gas market and in general there are only a few active players and limited amounts 
of gas available in the market. The Danish wholesale gas market is therefore char-
acterised by high market concentration. This applies with regard to both who 
brings gas onto the gas market and with regard to trading on the gas market. The 
trade on the Danish gas exchange has increased steadily but most of the gas is still 
sold through bilateral agreements. The total volume sold on the Danish gas ex-
change in 2015 amounted to about one third of Danish gas consumption and about 
one fourth of total Danish and Swedish gas consumption, which is an increase 
compared to previous years. 
 
There is a number of positive trends on the Danish market, including that the vol-
ume traded and the number of transactions on the Danish gas exchange have been 
increasing for a number of years and that prices on the Danish gas exchange in-
creasingly correlate with prices at other north-west European gas hubs.   
 
However, the Danish gas market could still improve compared to the most effi-
cient north-west European gas markets. This is described in the statement present-
ed by the Agency for the Cooperation of Energy Regulators (ACER) on how the 
individual Member States fulfil the criteria of a well-functioning wholesale market 
as described in ACER’s Gas Target Model. Among other things, focus of the Gas 
Target Model is on access to forward products in the gas market and on effective 
competition in the gas market, i.e. low market concentration. However, still only 
few European markets have a low market concentration.  
 
There are several companies on the Danish gas market which operate at many or 
all levels of the supply chain from production to the end-user market, i.e. they are 
vertically integrated. Vertical integration can have several competition-impeding 
consequences for the gas market, partly because of the risk of cross-subsidisation 
between regulated and non-regulated (competitive) parts of the market, and partly 
because of the risk of discrimination in access to transport gas onshore from the 
North Sea.  
 
The gas is brought to the Danish gas market directly from the North Sea and from 
the European continent via Germany. However, most of the gas comes from the 
Danish gas production in the North Sea, which still exceeds both Danish and Swe-



 
 

 

dish gas consumption. It is likely that Denmark will remain self-sufficient in gas 
from the North Sea up to 2025.  
 
The Danish gas market is characterised by a number of long-term gas agreements 
established between DONG Naturgas A/S (hereafter DONG) and Dansk Under-
grunds Consortium (hereafter DUC) from 1979, 1990 and 1993. It was necessary 
to enter into long-term gas agreements in order to get the Danish gas system in the 
North Sea and onshore established. 
 
DERA estimates that, depending on the amount of third-party gas, DONG has 
about two-thirds of the produced gas for sale from the North Sea (including gas 
from Trym) at its disposal: i.e. about two-thirds of the primary wholesale market. 
DONG may have an even larger percentage of Danish gas production. It is not 
possible to calculate DONG’s precise share of the market as the information is not 
publicly available. Therefore the above is a qualified estimate.  
 
Therefore, DONG is the dominant player in the Danish primary wholesale market 
for natural gas. There has been no development in this area since 2007, when the 
Danish Competition and Consumer Authority examined competition in the Danish 
wholesale market for natural gas. The Competition and Consumer Authority con-
cluded that DONG had a market share of 73 per cent of the primary wholesale gas 
market.  
 
DERA’s analysis of DONG’s market share is based on who supplies gas to the 
Danish gas market: i.e. players with access to the primary wholesale market. Once 
the gas has been supplied to the gas market, several players can trade the gas be-
tween themselves (the secondary wholesale market). The efficiency of the primary 
wholesale market is extremely significant for competition on the entire market. An 
analysis based on the secondary market would probably show that DONG has a 
smaller market share and thus is less dominant as there are more players on this 
market.  
 
In 2003, the European Commission and the Danish Competition Council assessed 
that the agreements between DONG and DUC contained elements that restricted 
competition, for example long duration and significant amounts of gas. Therefore, 
DONG and DUC made a number of commitments to the two authorities. Among 
other things, these commitments meant that in the period 2005-2009 DUC was to 
sell a specific amount of gas to other (third-party) companies than DONG.  
 
Third-party gas has been, and continues to be, crucial for competition in the Dan-
ish gas market, as it enables more players to sell gas on the wholesale market. 
However DONG will presumably have access to almost all of the gas in the Dan-
ish part of the North Sea after 2019. 
 
Well-functioning access to transport gas to the Danish market (via the upstream 
pipelines from the North Sea and transmission capacity at the Danish and German 
border) is important for market development, as it secures that more market play-
ers can actually get access to the wholesale market. This means that gas trading 
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and competition increase. Well-functioning access to transport gas at the border is 
also crucial for better market integration to the European gas markets.  
 
There is, and has been for many years, uncertainty regarding prices and conditions 
for the use of the upstream pipelines from the North Sea to Nybro on the west 
coast of Denmark. The upstream pipelines have been subject to many complaints 
and pending legal proceedings regarding decisions by DERA and the decisions of 
the Energy Board of Appeal. Uncertainty about prices and conditions is undesira-
ble for further development of the market.  
 
The upstream pipelines from the North Sea to Nybro are currently owned by 
DONG. DONG Offshore Gas Systems A/S, which is owned by DONG Naturgas 
A/S, has been the commercial operator of the upstream pipelines since 2014. In 
early autumn 2015, a political agreement was completed regarding share listing of 
the DONG Energy group, which also includes DONG Naturgas A/S. The agree-
ment states that “it is planned to sell DONG Energy’s gas and oil infrastructure to 
the government-owned Energinet.dk”.  
 
Selling the upstream pipelines to Energinet.dk could provide certainty that there is 
no potential risk of discrimination between the different market players who 
transport gas through the upstream pipelines, as Energinet.dk is not a commercial 
player on the market and is not allowed to earn profits. 
  
All else being equal, selling the upstream pipelines will probably have a positive 
effect on the Danish gas market, but it will not solve the challenges of high market 
concentration. 
 
Almost all transmission capacity from Germany to Denmark is sold on long-term 
agreements. These agreements expire in 2023 at the earliest. This may turn out to 
be a barrier to getting more players to import more gas to the Danish gas market as 
a result of e.g. falling production in the North Sea. This could potentially lead to 
contractual bottlenecks. However, imports are still limited and there is free capaci-
ty in the pipelines.  
 
Players on the gas market pay a transmission tariff for transporting gas in and out 
of the Danish gas system. The composition of the tariffs is important for the 
amount of gas transported to and from the market, and this can affect trade across 
the border and the integration between the Danish gas market and the other Euro-
pean gas markets. Therefore, it is important that tariffs do not become a barrier to 
trade on the gas market – or make the Danish gas market less attractive compared 
with the surrounding markets.  
 
In a perfect market, price differences should reflect transport and trading costs, as 
all opportunities for arbitrage will be exploited. In a market which primarily ex-
ports gas, this means that the market price plus the transmission tariff and possible 
transaction costs should correspond to the market price in the market importing the 
gas.  
 



 
 

 

The entry/exit tariffs in the Danish transmission system vary from point to point 
(differentiated tariffs). At the Ellund border point, this means that it is more ex-
pensive to transport gas into Denmark than out of Denmark. The tariff differentia-
tion was introduced to give a more cost reflective allocation of the new costs aris-
ing from the investment in expanding the gas infrastructure at Ellund which was 
done in order to be able to import more gas via Germany and ensure security of 
supply in Denmark when production from the North Sea can no longer cover Dan-
ish and Swedish gas consumption.  
 
In general, less gas has been imported from Germany than originally anticipated. 
The difference between the actual gas flow and the anticipated flow has meant that 
the tariff differentiation between Ellund (entry) and the other points has become 
significantly larger than first assumed. There is a limit to how much tariff differen-
tiation can be tolerated and how much higher the tariff at Ellund (entry) can be 
compared to other points before it will reduce continental gas imports via Germa-
ny. Over the next couple of years, the EU tariff structure will be harmonised. This 
harmonisation will probably lead to changes in the Danish tariff structure.  
 
DERA has monitored the flows at Ellund and the prices on Danish and German 
markets over a period of time. For a number of years the trend has been that dif-
ferences between Danish and German gas prices have been falling, especially in 
2015. This could be a sign that the gas markets are becoming more integrated. The 
price on the Danish gas exchange has been slightly higher than the prices on the 
German gas hubs for much of the period 2012-2015. In its market monitoring 
DERA has observed that volumes of gas were exported from Denmark to Germa-
ny despite the fact that gas prices in Denmark were higher than gas prices in Ger-
many for a large part of the period 2012-2015. This also indicates that the market 
players are not fully exploiting the price differences between the Danish and Ger-
man gas markets.  
 
Gas storage is also an important part of the gas market. Market players may, for 
instance, buy gas cheaply in the summer, store it and then use or sell it in the win-
ter where the price is higher, or they may exploit short-term arbitrage opportuni-
ties. Storage is also vital for security of supply in Denmark. The Danish storage 
market is today a monopoly, with negotiated third-party access. However, under-
ground storages are in competition with other flexibility tools on the gas market 
such as the gas exchange and improved import possibilities via Ellund which 
makes it difficult to use the monopoly situation to make a profit above the market 
level. 
 
Transparency in a market is important for market efficiency. Transparency ensures 
that all players have access to effective and prompt information about production 
conditions, e.g. shut-downs in the Danish sector of the North Sea. Changes in pro-
duction, for example, can affect prices on the gas market. More transparency about 
changes in flow capacity and actual flows can help improve market efficiency.  
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DERA’S ASSESSMENT 
 
Chapter 2: Access to gas in the Danish gas wholesale market 

 
- DERA considers that third-party gas has been, and will continue to be for some 

time, crucial for competition on the Danish wholesale market, as third-party gas 
means that more market players can bring gas to the gas market.  

 
Chapter 3: Access to transport gas to the Danish gas wholesale market 
  
- DERA considers that the uncertainty regarding conditions and prices for trans-

porting gas through the upstream pipelines is undesirable for the market. 
 
- DERA considers that, up to 2023, contractual bottlenecks could arise at the 

German side of Ellund, if import needs increase. In dialogue with Bundesnet-
zagentur, DERA will monitor contractual bottlenecks at Ellund, and DERA will 
monitor how the common European rules for managing bottlenecks (conges-
tion management procedures, CMP) are being applied.  

 
Chapter 4: Transmission tariffs and competition 
  
- DERA considers that too high tariff differences between Entry/Exit points in the 

Danish system could restrict competition in the Danish gas market. There is a 
limit to how much tariff differentiation can be tolerated and how much higher 
the tariff at Ellund (entry) can be compared to other points before it will reduce 
continental gas imports via Germany. However, it is difficult to state exactly 
when the legal requirement that tariffs shall facilitate efficient gas trade and 
competition will become more important than the legal requirement that tariffs 
shall avoid cross-subsidies between network users - meaning that the individu-
al network users shall in principle pay for the costs they generate. 

 
- DERA urges market players to provide input in due time for the work by Ener-

ginet.dk to develop a tariffs structure which meets the common rules on har-
monisation of tariff structures in the EU. 

 
Chapter 5: Analysis of gas prices and gas flows at Ellund 
  
- DERA has observed gas flows contrary to price signals for most of the period 1 

January 2014 to 30 June 2015. 
 
- DERA considers that, for a period, it will be necessary to focus on prices in the 

Danish, German and Dutch markets. If necessary, DERA will ask market play-
ers to account for their commercial considerations on flow direction. 

 
 



 
 

 

DERA’S ASSESSMENT CONTINUED 
 
Chapter 6: Competition on the Danish gas storage market 
    
- DERA considers, like the Danish Competition and Consumer Authority that the 

Danish gas storage market (with two physical storages gathered in one storage 
company with one common storage point) will not inhibit competition in Danish 
wholesale market. 

 
- Because of the risk of cross-subsidisation, in its supervision of storage and 

transmission, DERA will especially focus on purchases by the TSO of storage 
services. 
  

- If the Danish storage market develops in an unforeseen way, DERA will ap-
proach the legislator to discuss a possible shift from “negotiated access” to 
“regulated access” which is also possible under EU law. 
 

Chapter 7: Transparency in the North Sea 
  
- DERA considers that market transparency in the Danish part of the North Sea 

could be significantly improved if market players publish the time an incident 
occurs, e.g. a shut down, and how much capacity of total available capacity is 
affected. 

 
- DERA will enter into dialogue with relevant stakeholders to examine possibili-

ties to publish data on gas flows to the Netherlands, i.e. via Tyra Vest-F3. Such 
flow data will provide market players with a better understanding of amounts 
being transported to the Netherlands and the Danish gas market.  

 
Chapter 8: Further development of the Danish gas market 
(Gas Target Model) 
 
- In 2016, DERA will start an evaluation of the Danish wholesale gas market in 

accordance with the template issued by the Agency for the Cooperation of En-
ergy Regulators (ACER). In this respect DERA will discuss further development 
of the Danish gas market, including relevant market reforms, in dialogue with 
relevant stakeholders. 

 

Source: Danish Energy Regulatory Authority. 

 


