
 

 

 

 

 

 

 

 

 

 

 

 

 

  

A new energy market de-
sign 
Public Consultation of the European 
Commission, 15.07.2015 

Berlin, 25. September 2015. We greatly appreciate the European Commission’s 
initiative to consult on questions of Europe’s future market design. bne members 
are committed to a modern and flexible electricity market design allowing for 
truly competitive solutions. As the supply of renewable energy increases, there 
is a greater need for flexibility in order to balance generation and consumption 
and to guarantee electricity supply. This means creating a mix of flexible gener-
ation, demand side management, trading and storage. In this document we an-
swer the questions posed by the European Commission in its communication on a 
new energy market design. 
 
Short-term markets 
 

(1) Would prices which reflect actual scarcity (in terms of time and location) be 
an important ingredient to the future market design? Would this also include 
the need for prices to reflect scarcity of available transmission capacity? 

 

On a simplified theoretical level, yes. However, in practical terms it will be extremely difficult 

to design price structures that combine temporal with locational granularity (i.e., locational 

marginal pricing or nodal pricing). Such a pricing scheme would come along with high 

transaction costs, problems of market power and increasing risks for market participants. 

Instead, bne strongly supports the continued refinement of large wholesale markets that 

send price signals reflecting system wide scarcity at the time of occurrence. Large bidding 

zones ensure high liquidity in the market while limiting market power abuse. In addition, we 

need an instrument which will be applicable in a decentralized way allowing for managing 

challenges related to capacity constraints on the local distribution grid, while at the same 

time being compatible with the market price signal of the spot markets. bne has developed a 

concept for such an instrument: the Decentralized Flexibility Market (in short: De-Flex-

Market). In essence, the De-Flex-Market Model suggests, in addition to the existing central 

markets, the introduction of decentralized markets for flexibility options which can be used 

by the distribution network operators to address local capacity constraints while avoiding or 

deferring network reinforcement if this is the most efficient option.  

 

http://www.bne-online.de/de/system/files/files/attachment/20150130_bne_De-Flex-Market_final.pdf
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As for prices reflecting scarcity of available transmission capacity, bne is calling for a thor-

ough review and assessment of the situation. Prices should reflect scarcity of available 

transmission capacity in case there are frequent and permanent congestion situations oc-

curring while at the same time network reinforcement measures are deemed as too expen-

sive to solve the congestion problems. In this case, the ultimate consequence would imply 

the split of bidding zones. However, such a drastic event has to be prepared with care and 

diligence. The implementation of smaller bidding zones has to respect forward contracts, 

which means that at least a period of 3 years for preparation and transition would be need-

ed.  

 

If network reinforcement and extension measures are taking longer than expected and price 

zone splitting is therefore considered as a solution, the time needed for preparing and tran-

sitioning to the new market framework should be included in the assessment equation. It 

doesn’t make sense to set up new bidding zones for just a year or two, only to then go back 

to the old price zone once new transmission lines are completed – transaction costs would 

be high and redispatch may economically be more efficient during the interim. Hence, add-

ing a minimum duration for smaller bidding zones of at least 3 years to the preparation and 

transition period of 3 years needed for implementation, an overall 6-year time horizon has 

to be reconciled with current network development plans and realistically achievable pro-

gress over this time period. Furthermore and similar to the problems we see locational mar-

ginal or nodal pricing (as mentioned above), smaller bidding zones also bear the risk of mar-

ket power abuse and insufficient liquidity. Hence, the bidding zone structure would actually 

have to follow the congestion areas (and NOT national borders). As new transmission lines 

are continually completed, the congestions situation is constantly changing. Subsequently 

and in order to ensure the efficiency of bidding zones, the zone structure would have to be 

adjusted on a regular basis, always including a 3-year preparation and transition period. 

Considering these points and the related costs, it appears even more crucial for the EU to 

ensure that electricity interconnection targets are reached and national network develop-

ment plans are implemented.   

 

Based on the assumption that new transmission lines will be built according to ENTSO-E’s 

most recent Ten-Year Network Development Plan (TYNDP) and Europe’s 10% by 2020 (re-

spectively 15% by 2030) electricity interconnection target, we strongly favour bidding zones 

as large as possible that do not reflect any scarcity, but rather use redispatch to address the 

problem of limited short-term transmission capacity. Large bidding zones are undeniably 

resulting in economic advantages for the good of all market participants, including simple 

products as well as simple management and administration of processes along with low 

risks and reliable formation of prices due to a high level of liquidity in the market. Those ad-

vantages should not be given up recklessly. Moreover, balancing market zones should also 

be as large as possible and function on a cross-border basis.  
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(2) Which challenges and opportunities could arise from prices which reflect ac-
tual scarcity? How can the challenges be addressed? Could these prices 
make capacity mechanisms redundant? 
 

For producers and consumers to react increasingly flexible to the intermittent supply of 

electricity from renewable energy sources, it will be essential to allow for market price sig-

nals as undistorted as possible. This includes high as well as negative prices on the spot 

markets.  

 

On the one hand, higher prices may result in higher price risks for energy supply companies 

that they potentially may pass on to their customers. However, the market will offer oppor-

tunities and instruments to deal with such risks. For example, it will be possible for supply 

companies to use futures on the spot market to hedge against high prices. European Power 

Exchanges are constantly working on improving their product suites, and as a case in point, 

on 20 July 2015, the EEX announced to offer exchange trading and trade registration for fi-

nancially settled Cap Futures starting on 14 September 2015.   

 

On the other hand, the development of demand response schemes will profit from higher 

prices as greater price spreads are needed to generate positive business cases.  

 

Generally speaking, in today’s energy market structure there are already a number of mech-

anisms to remunerate capacity. These include the balancing as well as the short- und long-

term wholesale markets. In some member states, like in the German case, there are forms of 

strategic reserve models under implementation or already in use, such as the so-called “grid 

reserve” and the “capacity reserve”. Key to a well-functioning future market design will be a 

well-coordinated approach for interaction between the different markets and instruments 

already in place or under development. Furthermore, the refinements and improvements 

under discussion with respect to better aligning balancing markets on a European level are 

also crucial in this respect. For instance, this includes the European-wide harmonization of 

imbalance settlement periods as suggested by ACER in its recommendation on the Network 

Code on Electricity Balancing published on 20 July 2015. The same holds true for opening up 

participation in balancing markets to renewable energy generators and demand response 

providers, for example, by shortening lead times and implementing smaller minimum bid 

sizes as well as bid increments. Overall, balancing markets should be open to all market 

players; products and services need to be re-defined to achieve greater granularity. 

 

In bne’s opinion, additional capacity mechanisms will be costly and redundant.  
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(3) Progress in aligning the fragmented balancing markets remains slow; should 
the EU try to accelerate the process, if need be through legal measures? 

 
There are two important aspects with regard to better aligning the fragmented balancing 

markets in the EU:  

 

 Referring to the physical system requirements, it will be necessary to increase inter-

connection levels. As progress towards the interconnection targets remains slow, we 

welcome the European Commission’s support for the Projects of Common Interest 

(PCIs) and encourage the assessment of legal measures to further enhance the im-

plementation of the trans-European energy networks Regulation (TEN-E). 

 

 In terms of the market requirements, we strongly emphasize the need for harmo-

nised imbalance settlement periods across Europe. In that respect, bne strongly 

supports ACER’s suggestion put forward in its recommendation on the Network 

Code on Electricity Balancing to explicitly define the length of the harmonized im-

balance settlement period in the Network Code and to establish 15 minute periods 

in all European countries by 1 July 2019.   

 

As part of the current energy market design discussion in Germany, the German government 

suggested to introduce a pay-as-cleared pricing for energy balancing services. We under-

stand the theoretical argument of preventing strategic bidding by using a pay-as-cleared 

pricing. However, currently there are no signs indicating any strategic bidding behaviour in 

the German market. Rather observable are great spreads between the lowest and highest 

successful bid. Consequently, the introduction of a pay-as-cleared pricing would lead to 

high windfall profits. Therefore, bne is strongly opposing the introduction of a pay-as-

cleared pricing at this point in time.  

 
(4) What can be done to provide for the smooth implementation of the agreed 

EU-wide intraday platform? 
 

bne welcomes the Cross-Border Intraday Market Project (XBID) developed by the Power Ex-

changes (together with TSOs) and has no specific recommendations for smooth implemen-

tation.  

 

Long-term markets to enable investment 
 

(5) Are long-term contracts between generators and consumers required to pro-
vide investment certainty for new generation capacity? What barriers, if any, 
prevent such long-term hedging products from emerging? Is there any role 
for the public sector in enabling markets for long term contracts? 

 
bne is extremely sceptical that long-term contracts between generators and consumers are a 

reliable and sustainable solution for providing investment security in coherence with Euro-

pean competition rules.  
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Most businesses’ and especially industry’s planning horizon is typically between 2-3 years, 

5-10 years at best. 20-year contracts don’t fit their needs and hence, are not asked for by 

market participants. In general, electricity supply contracts today are not signed for more 

than 2-3 years. German law (§ 309 BGB) even limits contract duration for private customers 

explicitly to 2 years.   

 

In comparison to the U.S. (where 20-year power purchase agreement (PPA) structures are 

rather normal and successful), it needs to be taken into account that the U.S. market condi-

tions and regulatory framework are distinctly different from Europe. 

 

In bne’s opinion, solutions to unlock investments in new generation capacity, including 

low-carbon technologies, will have to be developed within the existing overall European 

market framework. We strictly oppose any regulatory standards or requirements promoting 

long-term contracts. If long-term contracts in contrast are developed and consented by 

market participants, we can happily accept their existence as long as they are not strength-

ening existing oligopolies and prevent competition.  

 

(6) To what extent do you think that the divergence of taxes and charges [1] lev-
ied on electricity in different Members States creates distortions in terms of 
directing investments efficiently or hamper the free flow of energy? 
[1] These may be part of general taxation (VAT, excise duties) or specific levies to support targeted 

energy and/or climate policies. 

 

bne is not representing manufacturing industries and hence, has no strong opinion on this 

question. Typically, energy prices are not the most significant decision point for locating 

businesses and directing investments. It could make sense for the European Commission to 

commission a scientific study in order to receive further reliable input and statistical data on 

this topic.     

 
Renewable generation 
 
(7) What needs to be done to allow investment in renewables to be increasingly 

driven by market signals? 
 

The German experience with a feed-in premium (FIP) scheme
1
 provides a number of posi-

tive lessons regarding better market integration of renewable energies: In principle, the elec-

tricity from renewable energy sources (RES) is sold on the spot markets and producers re-

ceive, in addition to the sales revenues, the difference between technology-specific refer-

ence prices and the actual, likewise technology-specific, monthly average market price. 

                                                                    
1
 Under a feed-in premium (FIP) scheme, electricity from renewable energy sources (RES) is typically sold on 

the electricity spot market and RES producers receive a premium on top of the market price of their electricity 
production. In 2012, the German Renewable Energy Act (EEG) for the first time introduced a FIP scheme, the 
so-called “Market Premium Model” (also referred to as “Direct Marketing”). While direct marketing was a 
voluntary option under the EEG 2012, it has become the rule for most plants under the EEG 2014. 
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Since the majority of RES installation operators have neither the infrastructure nor the 

knowledge required to sell the electricity they produce on the wholesale markets them-

selves, a new market role was created for electricity traders, the so-called “direct marketer”. 

He offers his services to RES installation operators and is responsible for selling the RES 

electricity, thereby taking over all forecasts, transaction processes and balancing energy 

risks. By means of participating in the wholesale markets, RES plants increasingly respond to 

price signals of the electricity market. As a result, electricity supply is more efficiently com-

bined with demand. Furthermore, RES investors are increasingly encouraged to consider 

expected load patterns in the engineering of RES projects (e.g. choice of site and turbine 

type for wind parks, orientation of PV modules).  

 

Direct marketers are well positioned to participate in balancing markets, thereby opening 

up new revenue streams to RES plant operators which in turn, will enhance the investment 

situation for renewables. However, participation rules for balancing markets need to be fur-

ther adjusted to RES specific characteristics. For instance, it will be crucial to shorten lead 

times and implement smaller minimum bid sizes as well as bid increments. This will allow 

direct marketers to include RES into their products for balancing markets and thus, RES will 

be able to play a more vital role in the overall market structure.  

 

Even though FIP schemes have contributed in many positive ways to better integrating RES 

electricity into the overall market structure, they have not solved the problem of securing 

long-term refinancing of RES installations. Especially for wind and large-scale PV projects, it 

can be expected that market conditions and price signals alone will not be sufficient to pro-

vide for new investments in the near future. Some bridging mechanism like a FIP system, a 

tendering scheme or potentially quota obligations will still be needed to foster investments 

in most new RES generation capacity. Slightly different appears the situation with residential 

or commercial PV systems. Since they can clearly be related to a single consumer (or poten-

tially a well-defined group of consumers) and as their electricity output allows for offsetting   

costs related to purchasing electricity from a supply company (like levies, charges, taxes and 

network tariffs), their business case is on a rather positive trajectory. However, the current 

system conditions constitute an indirect support scheme (raising issues of fair allocation of 

grid costs/remuneration of DSOs). Though, without those benefits residential and commer-

cial PV systems wouldn’t be economically viable in the near future either.  

 
(8) Which obstacles, if any, would you see to fully integrating renewable energy 

generators into the market, including into the balancing and intraday mar-
kets, as well as regarding dispatch based on merit order? 

 

By implementing the FIP scheme, Germany has largely integrated renewable energy genera-

tors into the wholesale markets – except for small RES systems, which are still exempted 

from the FIP obligations. However, requirements are gradually evolving and starting on 

01.01.2016 all new RES plants smaller than 100 kWp will have to operate under the FIP 

scheme. Generally speaking, this transition has worked out well, albeit some minor details in 

the regulatory framework still need to be clarified. For example, the question whether FIPs 

should be paid in case of negative prices is yet to be resolved. 
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As mentioned before, for integrating renewable energy generators into the balancing mar-

kets, it will be crucial to shorten lead times and implement smaller minimum bid sizes as 

well as bid increments. In general, these changes should be implemented in frequency con-

tainment reserves (FCR) as well as in frequency restoration reserves (FRR). Furthermore, it is 

recommendable to separate the procurement of upward and downward balancing capacity 

for frequency containment reserves (FCR) in addition to frequency restoration reserves 

(FRR) and replacement reserves (for the latter two this has already been proposed by 

ENTSO-E’s Network Code on Electricity Balancing; compare the section on procurement of 

balancing capacity). Overall, greater product granularity on balancing markets will be key to 

solving the current challenges.   

 

In a long-term perspective, replacement reserves should be absorbed by the intraday market 

and the procurement of balancing capacity should be geared towards the overall system 

needs which increasingly will have to be determined on a short-term basis. Thus, we rec-

ommend holding daily auctions for procuring balancing capacity for frequency containment 

reserves (FCR) and frequency restoration reserves (FRR). 

 

Technical requirements for participating in balancing markets, as defined by TSOs, will have 

to be adapted, too. For example, preconditions for prequalification requirements should al-

low the possibility of pooling, including pooling across balancing zones. Establishing rea-

sonable and cost-efficient communication protocols as well as measurement and balancing 

methods in each control area is another key point for better integrating smaller RES genera-

tors in both, the balancing and intraday markets. For instance, introducing 15 minute re-

porting intervals could be part of such a revised market regime. Otherwise, participating in 

the intraday markets is generally much less problematic for renewable energy generators 

than participating in the balancing markets.  

 

(9) Should there be a more coordinated approach across Member States for re-
newable support schemes? What are the main barriers to regional support 
schemes and how could these barriers be removed (e.g. through legislation)? 

 
bne has no position on this topic. 

 
Demand Response 
 
(10) Where do you see the main obstacles that should be tackled to kick-start 

demand response (e.g. insufficient flexible prices, (regulatory) barriers for 
aggregators/customers, lack of access to smart home technologies, no obl i-
gation to offer the possibility for end customers to participate in the balanc-
ing market through a demand response scheme, etc.)? 
 

There are a number of obstacles which hamper the application of demand response (DR) 

schemes. First and foremost, the lack of reasonable and cost-efficient measurement and 

communication protocols as well as the related missing methods for settlement of imbal-
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ances are key challenges that need to be tackled in order to enable DR, especially for smaller 

non-generating resources. For example, in Germany currently all customers using less than 

100.000 kWh/year typically have one meter reading/year (as they are balanced and account-

ed for by the so-called standard load profile (SLP)). This means that there is one data 

point/year available, which is by no means sufficient for including such a customer in any 

DR scheme.  

 

Smart meter systems enable DR; however, it is important to understand the complex situa-

tion in each member state: Besides being operated in a competitive way, the metering mar-

ket in Germany also has to deal with the decision of the German government to guarantee 

data protection and data security by the so-called BSI Smart Meter Gateway (SMGW). There 

is an important distinction between a basic smart metering system that is measuring con-

sumption with a high resolution, providing visualised individual consumption data to the 

consumer, but not allowing for data transfer and a smart metering system that in addition 

enables data-transfer (which is pre-requisite and essential for participating in DR schemes). 

In Germany, data-transfer is generally only possible by using the SMGW in combination 

with the basic smart metering system. As this technology is more complex and costly, it will 

require higher investments and as these have to be borne by the end-customer, the German 

government as a result of the national CBA, is planning to roll-out such systems on a man-

datory basis mainly for customers using more than 6.000 kWh/year or for customers that 

own and operate DG resources greater than 7 kWp in capacity. The idea behind this is to 

protect smaller customers from higher costs that, according to the CBA, are not going to be 

outweighed by potential benefits as provided for example by DR schemes. Because of this 

situation, it doesn’t make sense to require a universal obligation for offering all end custom-

ers the possibility to participate in the markets through a demand response scheme. If mar-

ket conditions will provide enough profit by DR schemes for smaller customers, solutions 

will be developed by suppliers and independent aggregators who will then also install the 

necessary automation equipment and communication tools.  

 

Though, greater price spreads on the spot markets and hence, higher prices are needed to 

generate positive business cases for DR schemes. A positive step towards market price sig-

nals enabling DR is the joint declaration for regional cooperation on security of electricity 

supply of the Pentalateral Energy Forum signed in June 2015. Participating governments ex-

plicitly declare to allow for flexible prices and commit to not introducing legal price caps. 

Currently, the existing generation overcapacity in Europe
2
 hinders higher prices on the spot 

markets. Thus, it will be important to ensure that national governments do not pass laws 

which help to delay the necessary dismantling of generation overcapacity (especially with 

respect to older conventional, carbon-intense technologies such as coal and lignite).   

 

In Germany, the current structure of network tariffs
3
 is another key barrier for successfully 

implementing DR schemes. By receiving substantial reductions in their network tariffs, large 

                                                                    
2
 According to ENTSO-E’s 2014 Scenario Outlook and Adequacy Forecast Report, the current generation over-

capacity in Europe consists of at least 100 GW.  
3
 The concerned regulation is codified in §19 Abs. 2 StromNEV. 
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industrial customers are encouraged to a have a flat consumption pattern, or in other words 

they are incentivized to have their peak demand as much levelled as possible. As soon as 

their peak load increases, they risk a high increase of the capacity fee component of their 

network tariff. This increase can then counterbalance any cost advantages arising from flex-

ible electricity demand. By implication, the industrial customer is maximizing his profit un-

der the current system and has no interest in risking losing his reduction benefits by shifting 

his load, even if it would make sense from a macro-economic perspective. Therefore, net-

work tariff structures urgently need to be revised and adapted to tomorrow’s system needs, 

including flexibility coupled with high shares of RES electricity.  

 

Adjusting balancing market framework conditions and re-defining balancing market prod-

uct requirements, as discussed earlier for better integrating participation by RES generators, 

will also be important for enhancing DR participation. For example, this includes shortening 

lead times and implementing smaller minimum bid sizes as well as bid increments. 

    

In addition, the lack of standardized processes and procedures between the independent 

aggregator, the retailer and the balance responsible party (BRP) is another obstacle that 

needs to be tackled. Defining relationships will be crucial in order to enable the participa-

tion of independent aggregation service providers in a safe and viable manner. Standardized 

communication and bi-directional payment processes for sourcing costs are critical re-

quirements at the national level in order to facilitate the smooth functioning of the different 

markets and ensure consumer protection. The consumer needs to have the right to freely 

choose his provider, while at the same time market functions need to remain in good order, 

in particular that of the BRP. 

 

Under participation of both, independent aggregators and retailers/BRPs, bne has devel-

oped a set of basic principles for a standardized framework in the German market that is ac-

ceptable to all concerned parties:  

 Each aggregator (no matter whether independent or partnering with a retailer/BRP) 

needs to operate his own balancing group.  

 As a first step, bne recommends implementing standardized processes and proce-

dures for balancing markets (explicitly for frequency restoration reserves (FRR) and 

replacement reserves). This approach offers some clear advantages, as the activa-

tion of flexibility is triggered by a neutral third party – in this case the Transmission 

System Operator (TSO) – and there is already a mechanism in place for determining 

the baseline. Furthermore, the TSO, acting as balancing group coordinator, ensures 

that both the BRP’s and the aggregator’s balancing groups remain balanced follow-

ing the DR event.    

 In a second step, and based on experience gained and empirical data collected with 

standardized processes and procedures in the balancing markets, it will be possible 

to evaluate whether the implementation of such processes and procedures could be 

adjusted appropriately and transferred to the Day-Ahead- and Intraday-Markets (as 

there is neither a neutral third party triggering the activation of a DR event, nor is 

there a clear balancing group correction mechanism in place).  
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 As a consequence of a DR event, the retailer/BRP may potentially end up with addi-

tional costs incurred through the fulfilment obligation of his balancing require-

ments. Avoiding imbalance penalties caused by independent aggregators requires 

the definition of compensation rules. With respect to such rules, there are a number 

of possibilities to determine the compensation in detail, including advantages and 

disadvantages for each solution: 

 

 

# Description Pros Cons 

1 Individual price 

(or price formu-

la) per customer 

No additional risk for retailer, 

arbitrage not possible 

Mutual disclosure of information 

(retailer informs about actual 

sourcing costs/prices; aggregator 

informs about individual sites and 

volumes of customers); higher 

transaction costs 

2 Individual port-

folio price (or 

price formula) 

per balancing 

group 

No disclosure of individual 

sourcing costs/prices and 

individual sites and volumes 

of customers 

Higher risk for retailer, as single 

customers may deviate significant-

ly from sourcing costs; difficulties 

with calculations and verification 

3 Individual port-

folio price (or 

price formula) 

per customer 

group 

Lower risk for retailers, as 

sourcing costs of a customer 

group offer a good proxy val-

ue; no disclosure of individual 

sites and volumes of custom-

ers (although, retracing may 

be possible) 

Difficulties to determine customer 

groups (How is a customer group 

defined? Who declares the cus-

tomer groups?) 

4 Price formula 

consisting of a 

combination of 

forward and day-

ahead-/intraday-

pricing  

High transparency; easy to 

determine and administer; 

low transaction costs; no dis-

closure of information 

Remaining risk stays with retailer; 

solution with respect to future 

application on intraday- and day- 

ahead-markets difficult as arbi-

trage against price formula possi-

ble 

5 Price already 

determined by 

regulatory au-

thority (e.g., 

Mehr-

Mindermengen-

Preis = price of 

balancing ex-

cess/shortfall 

quantities)  

High transparency; easy to 

determine and administer; 

low transaction costs; no dis-

closure of information; addi-

tional advantage: price formu-

la exists already 

Remaining risk stays with retailer 

(risk even higher than remaining 

risk at solution 4); solution with 

respect to future application on 

intraday- and day- ahead-markets 

difficult as arbitrage against price 

formula possible 
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Generally speaking, the lowest risk for the retailer/BRP resulting from possible im-

balance penalties is attached to solutions with high individual data disclosure while 

more generic solutions go along with higher risks for the retailer/BRP, but offer ad-

vantages to the aggregator.  

 

Considering the interests of both retailers/BRPs and independent aggregators, we 

advocate for a standardized solution in Germany that combines the advantages of 

both approaches: The retailer/BRP is able to estimate best his individual sourcing 

risk with each customer. If an independent aggregator is about to close a deal and 

sign a contract with a customer (or has already signed a contract), he has to notify 

the affected TSO and the retailer/BRP. The aggregator informs about his activity and 

declares his own balancing group. In addition, he informs the retailer/BRP to which 

of his balancing groups the customer belongs. This action initiates a certain time 

period (e.g., one month from the date of notice) in which the retailer must respond 

to the aggregator. If there is no response, a standardized compensation rule (e.g., 

building on solution #4 or #5) takes effect and will be used for balancing group 

management. Within the response period, the retailer/BRP has the option to decide 

whether he wants to use a different compensation methodology (e.g., as described 

in solution #1 to #3). Depending on his decision, he has to notify the aggregator and 

the TSO. If the retailer/BRP opts for an individual calculation, the aggregator has to 

provide the customer data to the retailer/BRP.    

     

Important from our point of view is that there are clear rules established each party 

has to follow and regulatory oversight ensures their implementation.    

 

More details on our proposal for the German market are available on our Website (in 

German and English).  

 

With respect to the discussion on EU level, we welcome the “Regulatory Recommen-

dations for the Deployment of Flexibility“ published by EG3 of the Smart Grid Task 

Force in January 2015. As for contractual arrangements and the financial adjust-

ment mechanism, we strongly support the standardization efforts advocated by the 

EG3. However, we believe there should be enough freedom in each member state to 

implement a system that fits each national market framework and conditions. For 

example, with respect to the financial adjustment mechanism, member states 

should have the option to choose between solutions favoring an individual price ba-

sis, a standardized price formula or a combination of both (as suggested by bne for 

the German case).  

 

 
 
 
 
 

 

http://www.bne-online.de/de/content/bne-positionspapier-flexibilit%C3%A4tsvermarktung
http://www.bne-online.de/de/system/files/files/attachment/20150917_bne-Positionspapier_Flexibilitaetsvermarktung.pdf
http://www.bne-online.de/de/system/files/files/attachment/20150924_bne_Deployment%20of%20Flexibility%20in%20Germany%20-%20Role%20of%20Aggregators.pdff
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Cooperation between System Operators 
 

(11) While electricity markets are coupled within the EU and linked to its neigh-
bours, system operation is still carried out by national Transmission System 
Operators (TSOs). Regional Security Coordination Initiatives (“RSCIs”)  such as 
CORESO or TSC have a purely advisory role today. Should the RSCIs be grad-
ually strengthened also including decision making responsibilities when nec-
essary? Is the current national responsibility for system security an obstacle 
to cross-border cooperation? Would a regional responsibility for system se-
curity be better suited to the realities of the integrated market? 

 
bne welcomes Regional Security Coordination Initiatives (“RSCIs”) and has no position on 

this topic.  

 
Adapting the regulatory framework 

 
(12) Fragmented national regulatory oversight seems to be inefficient for harmo-

nised parts of the electricity system (e.g. market coupling). Would you see 
benefits in strengthening ACER’s role? 

 
In general terms, bne is sceptical of strengthening ACER’s role, as from a national organiza-

tion’s perspective there are transparency problems related to this proposal. Regulatory over-

sight and decision-making would become even more obscure and removed from the reali-

ties in different member states.   

 
(13) Would you see benefits in strengthening the role of the ENTSOs? How could 

this best be achieved? What regulatory oversight is needed? 
 

The same concern applies to strengthening the role of the ENTSOs: There is an immense 

lack of transparency and regulatory oversight. bne’s experience to date with activities under-

taken by ENTSO-E and ENTSO-G proves to be ambivalent. Discussions and decision-

making processes are rather obscure and as a national stakeholder without a European um-

brella organization we are very limited in participating in stakeholder advisory groups and 

other forms of consultations carried out by the ENTSOs.  
 
(14) How should governance rules for distribution system operators and access 

to metering data be adapted (data handling and ensuring data privacy etc.) 
in light of market and technological developments? Are additional provisions 
on management of and access by the relevant parties (end-customers, dis-
tribution system operators, transmission system operators, suppliers, third 
party service providers and regulators) to the metering data required? 
 

In Germany, there are a number of different market roles which all need metering data to 

fulfil their duties, however, data resolution requirements differ with respect to the different 

roles including the DSO, the TSO, suppliers, third party service providers and independent 
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aggregators and last, but not least the customer. Besides the mentioned entities, there is the 

metering operator. For reference, Germany is one of the two countries in the EU that 

opened the metering market and hence, the role of the meter operator to competition. This 

structural difference to other countries (where the meter operator is always the DSO that 

acts in a completely regulated environment) and its implications on market design and gov-

ernance rules has to be taken into account when creating any EU-wide standards with re-

spect to data handling and ensuring data privacy.   

 

The German approach to guarantee data protection and data security is the so-called BSI 

Smart Meter Gateway (SMGW) which will be associated with the smart meters. The BSI 

SMGW provides a single point in the building linking meters and in-home devices to the 

backhaul network. Where the building includes distributed generation and storage systems, 

the SMGW also connects those. The so-called SMGW administrator will have a key role in 

the German market for the future smart energy grid. The administrator is in charge of setup, 

configuration, installation and operation of intelligent metering systems as well as of provid-

ing data to all market participants and the management of interfaces for external market 

participants.  

 

Once again, any EU-wide standards need to respect the principle of subsidiarity and be able 

to account for the different market conditions in all EU member states.  

 
(15) Shall there be a European approach to distribution tariffs? If yes, what as-

pects should be covered; for example framework, tariff components (fixed, 
capacity vs. energy, timely or locational differentiation) and treatment of 
generation? 

 

bne opposes the introduction of a harmonized mandatory European approach to distribu-

tion tariffs, as regulatory approaches of national authorities vary greatly and hence, distribu-

tion tariffs are structured and designed very differently in each member state. Moreover, the 

overall system conditions differ substantially as well – especially with respect to the genera-

tion situation in each country. We strongly suggest keeping regulatory settlement, control 

and oversight with respect to distribution tariffs on a national level.  This allows for factoring 

in special local conditions, including significant variations in the architecture, size and con-

ditions of countries’ distribution systems. However, it may be beneficial to publish EU 

guidelines, monitor good regulatory practices in different member states and make this in-

formation available to national stakeholders. 

 

The fundamental problems related to increasing self-consumption of renewable electricity 

while avoiding payment of network tariffs and other system charges in purely volumetric 

tariff structures are described accurately in the Commission’s Staff Working Document on 

“Best practices on Renewable Energy Self-Consumption” (page 7 and following pages). bne 

fully agrees with the assessment of the Commission that “tariff setting should be based on 

objective and non-discriminatory criteria, which apply consistently to all users who are in the 

same situation” (page 9). Moreover, we advocate for the following basic principles: 

 Network tariffs need to be simple and easy in administering.  
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 Network tariffs need to be transparent. 

 Network tariffs need to be understandable for consumers. 

 Network tariffs should adequately reflect the impact (i.e., the incurred costs) of the 

consumer on the electricity grid.  

 Network tariffs should not prevent consumers from taking part in the wholesale 

markets. 

 Equally important, distribution system operators should not participate in whole-

sale market activities. Also, they should not be allowed to design network tariffs that 

would affect wholesale market activities.  

 
(16) As power exchanges are an integral part of market coupling – should gov-

ernance rules for power exchanges be considered? 
 

bne strongly suggests adequate participation of European Commission and ACER repre-

sentatives in the stakeholder and consultation processes carried out by power exchanges. 

However, bne doesn’t see a need for establishing governance rules that as a consequence of 

such structures most likely would limit power exchanges in developing new markets and 

products by means of responding to market needs in a quick and flexible way. Innovation 

and growth are best served by healthy competition. Thus, competition authorities play a 

crucial role in power exchange monitoring and surveillance.  

 

Only if power exchanges are responsible for monopoly operations or have a mandatory role, 

European-wide governance rules should be developed and applied. Monopoly operations 

could be limited to those business areas, where there does not seem to be any viable compe-

tition solution available. For example, monopoly nature could be limited to market coupling 

operations only.   

 
European dimension to security of supply 

 
(17) Is there a need for a harmonised methodology to assess power system ade-

quacy? 
 

Yes, with the ultimate goal of a fully functioning internal energy market, it is clear that secu-

rity of supply is no longer exclusively a national consideration, but will have to be addressed 

as a regional and pan-European issue. Therefore, a harmonized approach on the assessment 

and calculation of generation adequacy will be needed.  

 
(18) What would be the appropriate geographic scope of a harmonised adequacy 

methodology and assessment (e.g. EU-wide, regional or national as well as 
neighbouring countries)? 
 

bne strongly welcomes the initiative undertaken by the Pentalateral Forum and its first re-

gional generation adequacy report published in March 2015. Ideally, the same methodology 

will ultimately be adopted and applied by ENTSO-E on an EU-wide level, including EU-

partner countries participating in the IEM, such as Switzerland and Norway.  
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(19) Would an alignment of the currently different system adequacy standards 
across the EU be useful to build an efficient single market? 
 

Yes, as mentioned before, bne strongly welcomes the initiative carried out by the Penta-

lateral Forum and its first regional generation adequacy report published in March 2015. 

Ideally, the same methodological approach will be used for enlarging scope and focus to all 

EU member states and EU partner countries participating in the IEM, such as Switzerland 

and Norway.  

 

(20) Would there be a benefit in a common European framework for cross-border 
participation in capacity mechanisms? If yes, what should be the elements of 
such a framework? Would there be benefit in providing reference models for 
capacity mechanisms? If so, what should they look like? 
 

In bne’s opinion, any additional capacity mechanisms will be costly, redundant and unnec-

essary. If the EU nonetheless decides to allow the introduction of capacity mechanisms in 

certain well-defined cases, we emphasize the need for strict design requirements:  it should 

be a technology-neutral, reversible and targeted mechanism – only providing support to the 

additional capacity expected to be required on top of what the market provides, rather than 

providing support to the market as a whole.   

 

Defining a common European framework for cross-border participation seems difficult, due 

to the various framework conditions in different EU-member states. However, at a mini-

mum, cross-border participation should be possible. 

 
(21) Should the decision to introduce capacity mechanisms be based on a har-

monized methodology to assess power system adequacy? 
 

A harmonized methodology to assess power system adequacy certainly may help in as-

sessing the need for capacity mechanisms on a European level. However, bne underlines the 

European Commission’s assessment that capacity mechanisms may be costly and distort 

the market. Market signals should in all cases have first priority, and intervention should be 

taken only in case it is found to be inevitable to maintain a secure power system and drive 

innovation.  

 

In Germany, the Federal Ministry for Economic Affairs and Energy (BMWi) has carried out a 

comprehensive consultation on the required future electricity market design, including the 

question whether Germany should introduce a capacity mechanism. As a result of the con-

sultation and a number of studies commissioned by the BMWi, the government has decided 

to not introduce a broad, so-called market-wide capacity mechanism. bne strongly supports 

the assessment of the German government. Thus, we emphasize our preference for all EU 

member states to forgo the introduction of such capacity mechanisms in order to avoid 

market distortions.  
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Who we are: Bundesverband Neue Energiewirtschaft e.V. (bne) / Association of 
Energy Market Innovators – a strong voice for independent energy companies 
bne represents the interests of grid-independent energy suppliers and energy service com-

panies in Germany. Unlike suppliers with a connected grid, bne-members are free of mo-

nopoly interests: They are committed to fair competition and a diverse energy market. 
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