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Regional market integration between the wholesale electricity 
markets of the Netherlands, Belgium and France 
 
Reply of ENECO Energy to the consultation document prepared by DTe, CREG 
and CRE 
 
2 September 2005 
 
-  The answers below to the specific consultation questions are additionally to the common 

position communicated by EnergieNed section Trade and Sale. 

-  In general ENECO Energy supports the introduction of market coupling. However we 
would like to emphasize the importance of the participation of Germany in the process of 
establishing a North-west European market. We understand the considerations of the 
regulators DTe, CREG and CRE to go forward with the current process without Germany, 
but we hope that they will continue their efforts of getting Germany involved. 

 
 
ANSWERS ENECO ENERGY 
 
1. What is your preference for the selection of the time frames for the explicit auction 
mechanism (annual, quarterly, monthly, weekly and day-ahead)? 
 

Ü For the explicit auction we prefer a time frame of yearly and monthly auctions. Not 
day-ahead since this should be auctioned via market coupling. 

Ü We would prefer 80% of the interconnector capacity being auctioned explicitly and 
20% via market coupling (MC). 

 
2. The allocation of the available capacities on different time frames can be based on the 
following principles:  
a. A maximum of capacity is allocated on a longer term basis, and the remaining 
capacities are allocated on shorter time frames. 
b. A predefined ratio (%) is chosen for the different time frames. 
c. A minimum of capacity is foreseen for specific time frames. 
Which of the principles mentioned above (or a mix of them) do you recommend for the 
allocation of the available capacity on different time frames? 
 

Ü We would recommend ‘b’. See also answer to question number 1. In addition we 
prefer that yearly capacity is auctioned at different moments during the year. 
Preferably in 12 rounds. The monthly capacity should be auctioned once a month (1 
round per month). Daily capacity should be auctioned via MC. 

 
3. What type of price-setting mechanism (marginal price, pay-as-bid, ascending, etc.) do you 
recommend for long and medium term products (e.g. yearly, monthly) and why? 
 

Ü Marginal Price, as currently used by the TSO Auction. 
 
4. Is it necessary to limit the interconnector capacity4 (volume cap for import and/or export 
capacity) that can be given to a market party5 and if necessary, which value should be 
imposed for the different time frames? 
 

Ü A limit to the interconnector capacity is not necessary, it only gives additional 
constraints to trading opportunities which can cause inefficiencies. 

 
5. To what extent do you recommend the allocation of yearly and /or monthly capacities in a 
single round or in two or more different sessions per year and why? 
 

Ü Yearly capacity auctioned in 4 to 12 rounds, monthly capacity auctioned once or twice 
a month (one and two months ahead). 
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6. Do you consider it to be important, in order to prevent strategic capacity withholding, to limit 
ex ante the possibilities for a market party to nominate energy in both directions? If so, which 
propositions would you recommend? 
 

Ü No, not when market coupling is introduced on day-ahead capacity. In that case the 
calculations of capacity available for DAMC will “nett” the two counterflows. As a 
result the capacity will be made available on the day-ahead market and strategic 
capacity withholding is prevented.  

 
7. Alternatively, do you consider that an ex post market monitoring could be sufficient to 
prevent this type of anti-competitive behaviour? 
 

Ü We think that as long as MC is introduced on the daily market and the calculations of 
the available capacity for MC takes counterflows into account (i.e. netting), then anti-
competitive behaviour as mentioned in question 6 is not possible. However we would 
like to emphasize the importance of ex-post market monitoring under all 
circumstances. We think that market monitoring is an important instrument to 
safeguard sufficient confidence in the market by market participants.  

 
8. Do you consider it to be important to create a secondary market for transfer of cross-border 
transmission capacity rights? If so, what form of transfer of capacity rights should be allowed: 
a. A free transfer of capacity rights through a bilateral secondary market with final 
reconciliation by the TSO? 
b. An organized transfer of capacity rights through a centralized re-allocation under the TSO’s 
responsibility in the subsequent explicit auctions time frames? 
 

Ü Yes we think that a good functioning secondary market of TCR is of importance. We 
would recommend a system as mentiond under ‘a’. Which means that a platform is in 
place which facilitates trade (ownership transfers) between different market 
participants. In the Dutch system, secondary trade is already functioning very well. 
The buyer should notify the auction office of the title transfer, however the orginal 
buyer of the capacity will however remain the responsible (that has to pay the 
capacity rights at the clearing price) party for the TSO. This is in line with the general 
point of view of EFET.  

 
9. What type of commitment should the TSO’s provide with respect to the allocated 
capacities/nominated programs? 
a. Firm and definitive in both cases, except in case of “force majeure”?6 
b. Reductions of capacity and /or nominated programs are possible under a very strict 
regulation with respect to the duration of the reduction, the compensation mechanism 
for any reduction, etc.?7 
c. No firmness at all?8 
d. A mixture of cases a, b and/or c? Please explain your commitment preferences. 
 

Ü Answer A. We think that non-firm capacities should be made available on the DAMC. 
This will make auctions of non-firm capacity in monthly or yearly auctions not 
valuable. 

 
10. In the case of questions 9b and 9c, where a reduction of the available interconnection 
capacity/nominated programs is possible, what would be your preferred reduction rule (mainly 
when the reduction is known after the short term allocation): 
a. To reduce firstly the long term assignments? 
b. To reduce firstly the short term assignments? 
c. To reduce proportionally both long and short term assignments? 
 

Ü Not relevant, see answer on question 9. 
 
11. Do you recommend an obligatory use (a constant strip for the whole duration of the 
product) of long and medium term products? 
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Ü No, not by the original user of the capacity. We plead that a good functioning 
secondary market should be established in combination with a system of use-it-or-
lose-it. 

 
12. To what extent do you consider it of importance to oblige the market parties to firmly 
nominate their long and medium term capacity rights sufficiently in advance before day-ahead 
allocation, and why? 
 

Ü This is of great importance since not nominated amounts can then be auctioned in 
the daily auction. We think that the time period between nomination and the day-
ahead auction should be increased. The deadline for nominations could be shifted to 
one day before (t-1, in the afternoon) in stead of 1 hour before the daily auction takes 
place. 

 
13. Under the condition that day-ahead explicit auction is implemented, to what extent do you 
consider the firm nomination of these day-ahead capacity rights to the TSO sufficiently before 
the intraday sessions as an effective way to counter strategic capacity withholding, and why? 
 

Ü We think that this is not effective, and that measures aren’t necessary. This could be 
part of the discussion at EnergieNed. We do think that nomination is in all case a 
prerequisite for calculating the available day-ahead capacity.  

 
14. What level of harmonisation (auction rules, gate closure time, etc.) do you recommend for 
the organisation of explicit capacity auction for long, medium and short term time frames on 
the two borders? Please specify what aspects require harmonisation. 
 

Ü The closure times of the yearly and monthly auction are not important. For short term 
the principe of MC takes care of a perfect harmonization of closure times and avoids 
the time lag between spot and capacity market. The nominations (also for longer term 
auctions) should be in line with the time frames of spot markets.  

 
15. The determination of cross-border capacities foreseen for yearly and monthly allocation is 
not always coordinated across borders. Which importance do you give to the implementation 
of a more coordinated capacity calculation method? 
 

Ü We give high importance to the implementation of a more coordinated capacity 
calculation method. This is also underlined by EFET.  

 
16. Regarding the above questions (1 to 15), to what extent do your answers apply to the 
other borders (the French-UK, French-German and Dutch-German interconnections) as well? 
 

Ü All answers apply also to the other border mentioned in this question. 
 
17. Which market-based congestion management method do you prefer to manage the 
dayahead cross-border congestion on the French-Belgian and Belgian-Dutch borders; 
a. A trilateral DAMC mechanism between the three power exchanges, APX, BELPEX 
and POWERNEXT? 
b. A day-ahead explicit auctions between the three TSO’s, TENNET, ELIA and RTE, or 
c. A mixture of the above? Please specify. 
 

Ü We would prefer DAMC, since it is most efficient congestion method and will result in 
efficient market price setting. 

 
18. Could you give your opinion on the pros and cons of the congestion methods mentioned 
in question 17, particularly in terms of flexibility, simplicity, market power mitigation, risk 
management, implementation costs, netting of capacities, liquidity, etc.? 
 

Ü DAMC performs best on all above mentioned criteria, explicit auctions are better from 
a trade perspective, the last one sits in the middle. 
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19. In the case of an implementation of the DAMC, give your opinion about the cross-border 
capacity that should be allocated to the DAMC process: 
a. The potentially volatile remaining capacity (after the allocation of long and medium 
term explicit auctions and the release of capacity by the market parties, pursuant the 
article 6.4 of the regulation)? 
b. A predetermined fixed minimum capacity? If so, which one? 
c. The potentially volatile remaining capacity plus a predetermined fixed minimum 
capacity? 
d. All the capacity? 
 
See also our answer to question 1 and 2.  
We would prefer that circa 20% of the capacity is allocated to the DAMC. If the volatile 
remaining capacity would in general add up to 20%, answer ‘a’ would be sufficient. Otherwise 
we would opt for option ‘c’.  
 
20. Do you think that the launching of the Belgian Power Exchange could be realised without 
simultaneous implementation of the DAMC? 
 

Ü Yes, but this will generate less liquidity in the Belgian spot market. So DAMC will in 
the end be important for a well developed BPE. We also think that implementation of 
a proper balancing market is of importance for a mature BPE. 

 
21. What harmonization issues between the existing Power Exchanges do you see as 
important for implementing the DAMC (block bids’ definition and treatment, price settlement, 
time frames, etc.)? For each of these issues, could you precise what is your preference? 
 

Ü Clearing all markets at the same time, with the same products is of great importance. 
It should be integrated as if it was one spot exchange, or better: it should become one 
spot exchange.  

 
22. Do you wish the establishment of a cross-border intraday trade and, if so, why: 
a. To revise its day-ahead position in case of physical disturbance (outage of a 
generation unit for example)? 
b. To make some new, or not already done, price arbitrage? 
c. For all purposes? 
d. For other purposes? 
 

Ü Yes > C 
 
23. Do you think cross-border intraday trade should be limited to one of the above particular 
purposes? And, if so, why? 
 

Ü No 
 
24. In case you agree with the establishment of cross-border intraday trade, what market 
and/or regulatory obstacles need to be removed before such a trade can be implemented? 
Please specify. 
 

Ü Regulations should change to make intraday trade possible. The grid operators 
should then accept intra day scheduling programs and TSO’s should facilitate. 

 
25. Do you consider it suitable to reserve an amount of the cross-border capacity to the 
intraday allocation mechanism, or should capacity only be made available for intraday trade 
that has not been previously allocated and/or used at the day ahead allocation? 
 

Ü We think that it is suitable to reserve a small amount of the cross-border capacity to 
the intraday allocation mechanism. This should be very marginal, since it also 
withholds capacity being used for trading opportunities. 
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26. Do you consider it useful to limit ex ante the possibilities of nomination in the intraday 
market in order to prevent potential ineffective market outcomes such as: 
a. a market party who would nominate energy in both senses in order to withhold 
capacity, or  
b. a market party who would shift its imbalances into the neighbouring market in order to 
benefit from differences in the balancing market designs, or 
c. other anti-competitive or free-riding behaviours? 
If so, which propositions would you recommend? 
 

Ü We do not think that these measures are necessary.. However we agree that 
withholding capacity on intra-day markets should be prevented. As regard ‘b’ we 
plead for sufficient harmonization such that these arbitrage opportunities resulting 
from different market designs are not possible. 

 
27. Alternatively, do you consider that an ex post market monitoring could be sufficient to 
prevent this type of anti-competitive or free-riding behaviour? 
 

Ü Yes. But we think that monitoring the flows on interconnector is of importance.  
 
28. Do you consider it relevant that the capacity rights allocated in the intraday framework (so 
near the real time) correspond to obligations (rather than options) to use/nominate the 
equivalent energy and, if so, why? 
 

Ü At first instance we would answer ‘no’ since we think that imposing obligations that 
are not really necessary only create additional inefficiencies. However suppose you 
need the capacity for balancing purposes (in case of unplanned outages, problems 
with interconnector for example). In such case it should be avoided that other market 
participants contract valuable, available intraday capacity without using it.  

 
 
29. How do you think this cross-border intraday trade should be implemented: 
a. By allowing market parties to realise cross-border intraday trade in the limit of the 
capacity rights obtained in the day-ahead explicit auction mechanism (in the case 
where an explicit auction is implemented in day-ahead)? 
b. By allowing market parties to obtain specific intraday capacity rights through a specific 
cross-border capacity allocation method (in order to allocate the non-used or the notalready- 
sold capacity)? 
c. By a combination of the two above proposed methods? 
 

Ü Both ‘a’ and ‘b’ are possible. But since we prefer DAMC for day-ahead interconnector 
capacity, answer ‘a’ would not be an option. We think that system ‘b’ will ensure an 
optimal use of the available interconnector capacity.  

 
30. In the case where a specific intraday cross-border capacity allocation is implemented, 
which allocation method do you consider the most appropriate for organizing this intraday 
trade (taking into consideration the possibility of concentrating trade in single shot or 
continuous trade): 
a. A market coupling procedure extended to the intraday time frame?14 
b. An explicit auction procedure? 
c. A free pro-rata, where demanding market parties would receive an intraday capacity 
proportionally to their demand? 
d. A “merchant” pro-rata with an access price based on: 

i. the day-ahead price differential (in the case where a DAMC is implemented in 
day-ahead), or 
ii. the day-ahead capacity price (in the case where an explicit auction is 
implemented in day-ahead)? 

e. A free first-come/first-served procedure? 
f. Another method? 
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Ü a and b are both possible. When using method ‘b’, it should be several hours ahead 
auction in relation to the hour of trade. 

 
31. Do you wish the establishment of cross-border balancing trade and, if so, why? 
 

Ü Yes, this increases the possibilities for trading imbalance power, which is a pre -
condition for efficient intraday trading. 

 
32. How do you think this cross-border balancing trade should be implemented and why: 
a. By allowing market parties to realize cross-border balancing trade in the limit of the 
capacity rights obtained in the day-ahead or intraday explicit auction mechanism (in 
the case where an explicit auction is implemented at these time frames)? 
b. By letting the TSO to manage the cross-border balancing trade in the limit of the 
available capacity (integration of balancing markets)? 
c. By another method? 
 

Ü We prefer one integrated balancing market, we think answer ‘b’ would be the best 
method for trading balancing power since market parties will already be able to trade 
on the intraday market. In France it is already possible for foreign players to bid in to 
the balancing market. We would appreciate and highly recommend DTe to study the 
possibilities of integrating balancing markets. This study should be executed in close 
co-operation with the other regulators and with the TSOs 

 
33. What do you think about the differences in market designs between the three existing 
balancing mechanisms and a possible need for harmonisation? Please specify. 
 

Ü The market designs of the balancing markets should be simplified and more 
harmonized. This means more harmonization between different TSO-areas on price 
setting mechanism, time frames and same rules should apply, same costs. 

 
 
34. To what extent do you agree that market design differences may result in arbitrage 
between them? If so, do you propose countermeasures? Please specify. 
 

Ü Yes, we agree. A possible countermeasure is to harmonize market designs. 
 
35. Do you consider it necessary to avoid any reservation of cross-border interconnection 
capacity for the balancing needs of TSO’s before the end of every intraday trading session, 
during which market parties are the only ones to intervene?1 
 

Ü Yes 
 
36. Do you consider it suitable to reserve an amount of the cross-border capacity to the 
balancing mechanism? 
 
Reservations of capacity will reduce the capacity that is available for trading possibilities. 
Therefore we think that specific reservations should be avoided when possible. DTe and 
TenneT (and other regulators/TSO) should study the exact conditions for integrating the 
balancing markets in more depth. 
 
37. What types of information in each of the three countries are currently not available and 
should be made available to the market? Please indicate: 
a. A precise denomination of the data you want to be released to the market. 
b. If relevant, the delay after real time (or before, for forecasted information) at which the 
data should be delivered. 
c. If relevant, the desired time frames of the data. 
d. If relevant, the period covered by the data. 
e. Your preference concerning the disclosure of this information (to the public or only to 
the market parties concerned?). 
f. The level of priority of this information. 
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Ü We plead for harmonization with the level of transparency on the Nordpool. Most 

important is that the level of transparency becomes equal between the different 
countries involved.  

 
38. In your view, based on your practical experience in the Dutch, Belgian, French and/or 
other markets, which examples of market transparency should be taken as a basis for 
harmonisation efforts? 
 

Ü See Nordpool, think for instance of production transparency.  
 
39. The market information that is currently available is not always easily accessible, different 
formats are used and the information is published by different entities like TSO’s, PX’s, 
regulators and others. 
a. Do you think that access to market information must be improved? If yes, what should 
be the role of TSO’s, PX’s, regulators and other entities? 
b. Should formats be harmonised between the three countries? If yes, what is currently 
the best example for formatting the different types of information? 
c. Should definitions and interpretations be harmonised? If not, why? Or, if yes: 
i. On what topics? 
ii. What is currently the best example which should be used as a basis to 
harmonise the different definitions and interpretations? 
 

A. Regulators should force TSO’s and Exchanges to publish data 
B. Yes, see Nordpool 
C. Yes, see Nordpool 

Also the systems and applications of the TSO Auction, APX and Endex can be used as an 
example. 
 
40. To what extent do you agree with the above analysis concerning regional market 
integration and (potential) abuse of market power (paragraph 7.1)? 
 

Ü Not, cannot be prevented. However we do agree that regional market integration can 
increase the efficient use of interconnector capacity which could result into more 
available capacity and thus increase competition. 

Ü But this does not decrease the incentives to abuse market power: this can be tackled 
by increasing monitoring activities and regional powers/cooperation for regulators ,  

 
41. To what extent do you agree with the above analysis concerning the cooperation between 
regulators in the three countries (paragraph 7.2)? 
 

Ü We do agree that more cooperation and coordination between regulators is of great 
importance for effective monitoring. 

 
42. To what extent do you expect the integration of the Dutch, Belgian and French electricity 
markets to influence the market power of market parties that are already dominant in their 
incumbent markets? 
 

Ü It will reduce market power of dominant players on the end-use market. For instance, 
the possibilities for sourcing and avoiding imbalances in ‘foreign’ markets will 
improve. We are not sure whether it will reduce market power of dominant power 
producers. 

 
43. To what extent do you agree that market power mitigation on dominant market parties 
should be implemented before regional market integration and/or market coupling can be 
successfully implemented and, if so, 
a. Why do you agree? 
b. What type of measure do you propose against what market party or market parties 
and why? 
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Ü We don’t agree. Partly because  MC will not be introduced on the whole 
interconnector capacity at once and we believe that market monitoring of activities 
and realized interconnector flows together with sufficient transparency in the market, 
are important mitigation instrument.  

 


