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Important Notice  

 

DONG Energy A/S (DONG Energy) hereby issues this Information Memorandum (IM) for 

DONG Energy Gas Release Programme 2010 (GRP 2010).  

 

The purpose of the IM is to provide information to interested parties and to assist them to 

decide whether to register and qualify to participate in the auction, as well as to prepare 

interested parties for the DONG Energy Gas Release Conference 2010 in Copenhagen 

on March 9th   2010, at which DONG Energy will present in detail the content of this IM.  

 

Registered parties, being the recipients of the annexes of this IM, are reminded of the 

conditions to which they agreed in order to receive the annexes, that the information 

contained in the annexes is proprietary to DONG Energy and that the registered parties 

have no rights to the information except as set out in the IM and its annexes. In addition, 

all information on the GRP 2010 website is proprietary to DONG Energy and should be 

treated accordingly.  

 

The annexes of this IM contain the GRP 2010 Auction Rules and a standard form of the 

Gas Release Contract. The IM provides information on the auction arrangements and the 

procedure for registering and qualifying for participating in the GRP 2010, and forms the 

basis of subsequent contracts. The information contained in this IM does not purport to be 

comprehensive. All opinions and interpretations in the IM not explicitly attributed to other 

parties are those of DONG Energy. 

 

No representation of warranty, directly or indirectly, is given by DONG Energy, its 

affiliates, any of its advisors or any of their respective directors or employees or any other 

person as to the accuracy or completeness of the contents of this IM. In the event of 

conflict or inconsistency between this IM and its annexes (including the GRC and the 

Auction Rules), the terms of the annexes shall prevail.  

 

Neither the receipt by any person of the IM nor any information contained in it, or supplied 

with it, or subsequently communicated to any person in connection with the GRP 2010, 

shall constitute an investment recommendation by DONG Energy or by its advisors to any 

such person. Decisions whether or not to participate in the GRP 2010 should therefore be 

made on the basis of independent assessment and appropriate professional advice.   
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1. Introduction 

Subsequent to the approval of the merger of the Danish energy companies DONG 

Energy, Energi E2, Elsam (including Nesa), Frederiksberg Forsyning (electricity division) 

and Københavns Energi (electricity division), DONG Energy has made the commitment to 

the European Commission (the Commitments) that, through its subsidiary DONG 

Naturgas A/S (DONG Naturgas), it will auction 400 million m3 natural gas annually from 

2006 till 2011 - equivalent to approximately 10% of Denmark’s total annual consumption in 

2005. The auction programme is hereafter referred to as ―DONG Energy Gas Release 

Programme‖ or GRP.  

 

The compliance of DONG Energy with the conditions and obligations attached to the 

approval by the European Commission is monitored by a monitoring trustee (Trustee) 

appointed by DONG Energy and approved by the European Commission.  

 

The GRP 2010 auction will take place on April 27th  2010 and will be arranged as a two-

way gas release, in which the gas volumes released by DONG Naturgas will be swapped 

with equivalent gas volumes at other gas markets in North West Europe. The two-way gas 

release is a novelty in gas releases, as it will involve trading gas in more than one gas 

market.  

 

The 400 million m3 will be divided into ten lots to be supplied over two years with a daily 

contract quantity of 669,041 kWh (approximately 20 million m3 per year) and with flexible 

delivery terms. The total quantity to be released over the entire gas release programme 

from 2006 to 2011 is up to 2,400 million m3. The first deliveries of the GRP 2010 will begin 

on October 1st 2010.  

 

DONG Naturgas will deliver gas at the Danish virtual trading point GTF (Gas Transfer 

Facility) operated by the Danish transmission network operator, Energinet.dk. DONG 

Energy and its affiliates are excluded from purchasing natural gas released through the 

GRP from successful bidders for delivery to DONG Energy in Denmark.  

 

The successful bidders will redeliver equivalent gas volumes at one or more of five gas 

hubs in North West Europe (Redelivery Points): the NBP in the United Kingdom, the ZBT 

in Belgium, the TTF in the Netherlands, the Gaspool Virtual Point in Germany (GPL VP*), 

or the NetConnect Germany Virtual Point in Germany (NCG VP). The bidders will select 

the Redelivery Point(s) at which they will make redeliveries via the auction bidding 

procedure.  

 

 

 

 

                                                
*
 Per 1

st
 October 2009 GUD VP is replaced by GPL-VP which is virtual trading point in the market area H-Gas jointly set up 

  by the market area network operators Gasunie Deutschland Transport Services GmbH, ONTRAS – VNG Gastransport 

  GmbH, WINGAS TRANSPORT GmbH & Co. KG, DONG Energy Pipelines GmbH and StatoilHydro Deutschland GmbH 

  presently operated by Gaspool Balancing Services GmbH. 
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Any company, excluding DONG Energy and its affiliates, with an adequate financial 

standing may participate in the auction. Successful bidders may appoint a transport agent 

to receive or deliver gas on behalf of the bidder at GTF and/or the relevant Redelivery 

Points (see Section 6 and Schedule 3 to the Auction Rules).  

 

No bidder may bid for more than half of the offered Lots and each bidder may only bid for 

volumes corresponding to a Redelivery Point for which the bidder is qualified. To facilitate 

participation of new shippers in Denmark, the operator of the GTF, Energinet.dk, is 

operating a fast track procedure for obtaining shipper licenses for potential and/or 

successful bidders in the GRP 2010 (for more information see www.energinet.dk). 

 

The succeeding annual GRP two-way auctions will take place no later than April each 

year until up to 2011. For each of these years, the start of supplies will be October 1st of 

the same year. 

 

If three or more Lots remain unsold after the GRP 2010 two-way auction, a new gas 

release auction will be conducted in June 2010 for the unsold Lots. This additional auction 

will be organised as a one-way auction whereby DONG Naturgas offers to deliver the 

unsold Lots at the GTF against payment in cash. Should a GRP 2010 one-way auction be 

needed then information will be made available to interested parties within 15 days 

following the GRP 2010 two-way auction. Such information will contain the procedures for 

registering for and qualifying to participate in the one-way auction as well as a timetable of 

important dates and events leading up to the one-way auction. The registration and 

http://www.energinet.dk/


DONG Energy GRP 2010 two-way auction 

Information Memorandum March 3
rd
 2010 

 

 7 

qualification for the GRP 2010 one-way auction is separate from the registration and 

qualification for the GRP 2010 two-way auction.  

 

If less than three Lots remain unsold they will be carried forward to be sold at the next 

two-way auction.  

 

The following figure illustrates the sequence of auctions and gas deliveries that are 

planned under the whole GRP: 

 

The DONG Energy GRP 2009 two-way auction took place April 21st  2009. All 10 Lots 

were sold after seven rounds of bidding, with bids on all five Redelivery Points. The final 

result of the bidding was that the ten Lots delivered in Denmark would be exchanged 

against five Lots at GUD VP*, five Lots at NBP, while no redeliveries will be made at ZBT, 

TTF or NCG VP.  

 

The final contract prices were: 

(EURc/kWh) NBP  ZBT  TTF  GUD-VP*  NCG VP 

CQDs 2.06  2.08  2.07  2.07  2.01 

Compensations 0.21  0.20 0.19  0.24  0.32 

Swap Fees 0.201 -  0.231 0.261 

 

Interested parties have the opportunity to register for the DONG Energy GRP 2010 two-

way auction from March 1st 2010. Registration will give access to the Auction Rules, the 

Gas Release Contract and the qualification forms. Qualification must be completed by 

April 16th 2010.  

 

On March 9th , the DONG Energy Gas Release Conference 2010 will be held, at which the 

GRP will be described and invited parties will be offered the opportunity to ask questions 

about the GRP. Furthermore, it is possible to subscribe to a news service on the GRP 

2010 via the website www.dongenergy.com/gasrelease. 

 

This IM provides information on:  

 

 The products being offered in the GRP 2010.  

 The Danish gas market.  

 Information on the DONG Energy group.  

 The auction methodology.  

 The process during the coming months, including: 

 Description of the registration procedure, 

 Description of the qualification procedure, 

 Information on DONG Energy Gas Release Conference 2010, 

                                                
*
 Per 1

st
 October 2009 GUD Per 1

st
 October 2009 GUD VP is replaced by GPL-VP which is virtual trading point in the 

  market area H-Gas jointly set up by the market area network operators Gasunie Deutschland Transport Services GmbH, 

  ONTRAS – VNG Gastransport GmbH, WINGAS TRANSPORT GmbH & Co. KG, DONG Energy Pipelines GmbH and 

  StatoilHydro Deutschland GmbH presently operated by Gaspool Balancing Services GmbH. 

http://www.dongenergy.com/
http://www.dongenergy.com/


DONG Energy GRP 2010 two-way auction 

Information Memorandum March 3
rd
 2010 

 

 8 

 Description of the execution of the Gas Release Contracts, 

 Information on links to further information. 
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The following documents are annexed to the IM:  

 

 Annex A: Glossary of main terms and acronyms 

 Annex B: Auction Rules 

Ö Schedules to the Auction Rules: 

 Schedule 1: Form of the Gas Release Contract 

 Schedule 2: Form of the Auction Guarantee 

 Schedule 3: Form of the Agent Authorisation Agreement 

Ö Forms for Qualification:  

 Form A: Power of Attorney 

 Form B: Qualification Agreement 

 Form C: Prospective Bidder Information 

 Form D: Certificate of Qualification 

 Annex C: Energinet.dk’s Business Model  

 Annex D: The Current Danish Network Code (Rules for Gas Transport 9.0) 

  

 For the avoidance of doubt, the convention used for writing numbers is that in 

which a comma is used to indicate multiples of a thousand and a dot is used as 

the decimal point. 
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2. The Products 

Overview of the auctioned Products 

In the GRP 2010 two-way auction, DONG Energy, through its subsidiary DONG Naturgas, 

will offer to swap a total of 400 million m3 of natural gas between GTF and five Redelivery 

Points. The total quantity will be divided into ten Lots to be supplied over two years under 

flexible delivery terms and with a daily contract quantity of 669,041 kWh (the Products).  

 

Each successful bidder will enter into a Gas Release Contract (GRC) with DONG 

Naturgas immediately after the GRP 2010 two-way auction. The GRC will contain general 

terms and conditions applicable for delivery at the GTF and for redelivery regardless of 

which of the five Redelivery Points applies, as well as terms and conditions which are 

specific to delivery at the GTF and to the Redelivery Point(s) for which the contract will 

apply.  

 

Contractual architecture 

With the aim of providing a uniform contractual architecture while accommodating the 

diverse contractual terms and commercial practices prevailing at the GTF and the 

Redelivery Points, DONG Energy has chosen to use the only standardised contract used 

in the industry providing for sales of natural gas at multiple locations. This master trading 

agreement, the European Federation of Energy Traders’ form General Agreement 

Concerning the Delivery and Acceptance of Natural Gas (Version 2.0(a) / May 11th, 2007) 

(the ―EFET Gas Master‖), permits the documentation of all Product contracts, regardless 

of Redelivery Point, under a single master agreement. 

  

For the GRP 2010 two-way auction, the EFET Gas Master’s generic architecture has 

been customised by DONG Energy to apply to each of the auctioned Products in two 

principal respects. 

 

First, added to Part II of the Election Sheet to the EFET Gas Master are supplemental 

terms necessary to document the gas swap Product regardless of which Redelivery Point 

may apply.  Secondly, DONG Energy has customized the following two types of 

supplemental documentation to set out the key provisions necessary to customize the 

EFET Gas Master’s general terms to the five Redelivery Points: 

 

 Hub Appendices for the NBP, ZBT, TTF and GPL Redelivery Points. These 

appendices represent EFET’s current standards for customizing its own master 

agreement to the specific operational practices of the NBP, the ZBT, the TTF, and 

the GPL.  

 Template Transaction Confirmation Letters based on the EFET Gas Master’s form 

confirmation Annexes, to be used for each of the five Redelivery Points. . 

 

The full details of the GRC can be found in Annex B as Schedule 1 to the Auction Rules. 
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Option to document new transactions under an existing DONG Energy GRP 2007, 

2008 or 2009 Gas Release Contract 

Successful bidders having entered into a GRP 2007, 2008 or 2009 Gas Release Contract 

with DONG Naturgas in connection with the GRP 2007, 2008 or 2009 two-way auction 

may choose to include new auction transactions under such contract or may instead 

document them under a new GRP 2010 Gas Release Contract. 

 

To the extent a successful bidder chooses to use its present GRP 2007, 2008 or 2009 

Gas Release Contract for one or more new auction transactions the contract, including its 

confirmation(s), shall be amended to render it consistent with the terms of the GRP 2010 

Gas Release Contract.  

 

Further, the face value of any Payment Guarantee issued in accordance with the 

requirements of the GRP 2007, 2008 or 2009 two-way auction must be increased (or an 

additional Payment Guarantee issued) to take into account collateralization of the parties' 

additional delivery and redelivery obligations acquired in the GRP 2010 two-way auction. 

As applicable, the higher face value may be reduced or the original Payment Guarantee 

cancelled and returned upon the successful bidder’s satisfaction of all obligations relating 

to the GRP 2007, 2008 or 2009 two-way auction transaction. The amendments can be 

found on www.dongenergy.com/gasrelease.  

 

Key terms of the Products offered 

The principal terms and conditions of the GRC are the following (the full details and 

definitions can be found in the GRC):  

 

 

Lot size Each Lot has a daily contract quantity (DCQ) of 669,041 kWh on each 

day of the two year supply period. 

The maximum number of Lots any bidder can purchase at the GRP 2010 

two-way auction is defined on the basis of the Auction Guarantee 

submitted by the bidder and cannot exceed half of the offered Lots. 

 

Flexibility The maximum daily rate at both the Delivery and the Redelivery Points 

will be 110% of the DCQ and the minimum daily rate will be 50% of the 

DCQ. In absence of Force Majeure or the seller not making gas 

available, the minimum annual contract quantity at both the Delivery and 

the Redelivery Points is DCQ multiplied by the number of days in the gas 

year and by 90%.  

 

Supply 

period 

October 1st 2010 6:00 am to October 1st 2012 6:00 am, local prevailing 

time.  

 

Delivery 

Point 

The Gas Transfer Facility (GTF), Denmark, operated by Energinet.dk  

 

../../../../GRP%202009/2%20-%20GRP2009%20LEGAL/Published%20Feb%2023rd%202009/Information%20Memorandum/www.dongenergy.com/gasrelease
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Redelivery 

Points 

The five Redelivery Points, selected by the bidders during the auction 

and where gas is swapped against gas released at the Delivery Point, 

are the following: 

 

 United Kingdom: The National Balancing Point (NBP) operated by 

National Grid plc. 

 Belgium: The Zeebrugge Hub (ZBT) operated by Huberator SA.  

 The Netherlands: The Title Transfer Facility (TTF) operated by 

Gas Transport Services B.V. 

 Germany: The Gaspool Virtual Point (GPL-VP) operated by 

Gaspool Balancing Services GmbH. 

 Germany: The NetConnect Virtual Point (NCG-VP) operated by 

NetConnect Germany GmbH & Co. KG 

 

Contract 

nominations 

 

The successful bidders and DONG Naturgas must nominate their 

respective contractual off-take to the other party at the latest 12:00 local 

prevailing time the day before delivery at Delivery and Redelivery Points. 

It is not possible to make renominations after the nomination deadline. 

The nominated hourly quantity must have a flat rate throughout the 

delivery day corresponding to 1/24th of the daily nominated quantity.  

 

Within the terms of flexibility stated above, the successful bidders and 

DONG Naturgas may nominate different quantities to be delivered and 

redelivered, respectively.  

 

In the case that no nomination - or a non-compliant nomination - has 

been received prior to the nomination deadline, the quantity nominated 

shall be set equal to the most recent valid nomination.  

 

Prices 

 

Five Compensations intending to reflect the price differences between 

gas deliveries at the GTF and the five Redelivery Points will be 

communicated by DONG Naturgas to qualified bidders immediately prior 

to the GRP 2010 two-way auction.  

 

In the period leading up to the GRP 2010 two-way auction, DONG 

Naturgas will publish indicative Compensations on the website 

www.dongenergy.com in order to facilitate the decision to qualify for the 

auction. 

 

Each Compensation, expressed in EURc/kWh, applies to contracts with 

redelivery at a corresponding Redelivery Point, and will be paid by 

DONG Naturgas to the successful bidder on all quantities delivered by 

DONG Naturgas to the successful bidder in question at the GTF.  

 

http://www.dongenergy.com/


DONG Energy GRP 2010 two-way auction 

Information Memorandum March 3
rd
 2010 

 

 13 

Five Swap Fees, expressed in EURc/kWh, will be determined through 

the auction. Each Swap Fee applies to contracts with redelivery at a 

specific Redelivery Point, and will be paid by the successful bidders to 

DONG Naturgas on all quantities delivered by DONG Naturgas to the 

bidder at the GTF. 

 

The payment of the Compensation(s) by DONG Naturgas and the 

payment of the Swap Fee(s) by the successful bidder will be netted at 

settlement. 

 

Charges for 

Quantity 

Differences 

 

As DONG Naturgas and successful bidders may receive different 

quantities at the Delivery and Redelivery Point, the difference in quantity 

will be settled on a monthly basis at a Charge for Quantity Difference 

(CQD), expressed in EURc/kWh, specified for each Redelivery Point. 

The values of the five CQDs will be communicated by DONG Naturgas to 

the bidders prior to the GRP 2010 two-way auction.  

 

In the period leading up to the GRP 2010 two-way auction, DONG 

Naturgas will publish indicative CQDs on the website 

www.dongenergy.com in order to facilitate the decision to qualify to the 

auction. 

 

Each CQD will be based on the averages of the daily quotations (in the 3 

months preceding the month of the GRP 2010 two-way auction) for gas 

years 2010 and 2011 contracts with delivery at the specific Redelivery 

Point to which the CQD applies. The sources for such quotations will be 

daily industry publications such as European Natural Gas Report, 

published by Argus Media, European Spot Gas Markets, published by 

Heren Energy, European Natural Gas Report, published by The 

McGraw-Hill Companies, or with respect to GPL and NCG hubs 

settlement prices at the European Energy Exchange, Leipzig, as 

applicable.  

 

Gas qualities  

 

The quality of gas delivered and redelivered must conform to the H-gas 

quality standards applicable at the Delivery and Redelivery Points, 

respectively.  

  

Payment 

terms 

In its monthly statement to each successful bidder DONG Naturgas will 

include a netting of the amounts due for the said month. Payments 

against the statement will be the 20th day of the calendar month following 

the deliveries. Examples of the calculation of monthly payments are 

given below. 

 

http://www.dongenergy.com/
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Payment 

Guarantee 

 

Each successful bidder must submit a valid and irrevocable first demand 

payment guarantee, issued by a qualifying bank, equivalent in value per 

Lot to two months’ deliveries at the Delivery Point. For each Lot, which is 

related to a particular Redelivery Point, the associated value of the 

Payment Guarantee will be calculated as: (CQD – Compensation + Swap 

Fee) x (61 days) x (DCQ) x (110%). 

 

DONG Naturgas will issue a payment guarantee to the successful bidder 

equivalent in value to two months deliveries at its Redelivery Point(s). 

For each Lot, which is related to a particular Redelivery Point, the 

associated value of the Payment Guarantee will be calculated as: (CQD) 

x (61 days) x (DCQ) x (110%). 

 

A qualifying bank is defined as a bank, with its head office situated in one 

of the Member States of the European Union, Norway or Switzerland and 

with a long-term credit rating either equal to, or better than, ―A-‖ from 

Standard & Poor’s Rating Group or equal to, or better than, ―A3‖ from 

Moody’s Investors Services, Inc. If rated by both rating agencies, the 

long-term credit rating must be at least both of the above ratings. 

 

Assignment  Neither party shall be entitled to assign or transfer any of its rights 

without the consent of the other party, which shall not be unreasonably 

withheld.  

 

Applicable 

law 

English law.  

Examples of calculations of monthly payments 

The following illustrates the calculation of monthly payments under the GRC at a given 

Redelivery Point: 

 

Assuming that: 

 

 The applicable Compensation for the Redelivery Point is 1.0 EURc/kWh,  

 The applicable Swap Fee for the Redelivery Point is 0.2 EURc/kWh, and  

 The applicable CQD for the Redelivery Point is 2.5 EURc/kWh,  

 

The examples below illustrate the calculation of gross and net payments in a month using different 

assumptions on the quantities of natural gas delivered during the month. 

 

Example A:  

 

If during a month a successful bidder receives 10 million kWh at the GTF and DONG Naturgas 

receives 15 million kWh at the considered Redelivery Point, then: 
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¶ DONG Naturgas incurs a gross payment obligation to the successful bidder of: 15 million 

kWh times the CQD, or 15 million kWh x 2.5 EURc/kWh, which equals EUR 375,000; 

¶ While the successful bidder incurs a gross payment obligation to DONG Naturgas of: 

10 million kWh times the CQD minus the Compensation plus the Swap Fee, or 10 million 

kWh x (2.5 - 1.0 + 0.2) EURc/kWh, i.e., 10 million kWh x 1.7 EURc/kWh, which equals EUR 

170,000.  

 

These gross payment obligations are then netted into a single net payment obligation for the month 

of EUR 205,000, which must be paid by DONG Naturgas to the successful bidder. 

 

Example B:  

 

If during a month the successful bidder receives 15 million kWh at the GTF and DONG Naturgas 

receives 10 million kWh at the considered Redelivery Point, then 

 

¶ DONG Naturgas incurs a gross payment obligation to the successful bidder: 10 million kWh 

times the CQD, or 10 million kWh x 2.5 EURc/kWh, which equals EUR 250,000; 

¶ While the successful bidder incurs a gross payment obligation to DONG Naturgas in the 

amount of 15 million kWh times the CQD minus the Compensation plus the Swap Fee, or 

15 million kWh x (2.5 - 1.0 + 0.2) EURc/kWh, i.e., 15 million kWh x 1.7 EURc/kWh, which 

equals EUR 255,000.  

 

These gross payment obligations are then netted into a single net payment obligation for the month 

of EUR 5,000, which must be paid by the successful bidder to DONG Naturgas. 

 

Option for additional flexibility 

In addition to the above-mentioned flexibility provisions, successful bidders will have the 

option to increase the contract flexibility at the Delivery Point for the entire delivery period. 

In order to obtain this additional flexibility a successful bidder will need to elect to have a 

lower minimum daily rate and/or a lower minimum annual quantity applied to deliveries 

under the GRC. The elected lower minimum daily rate and lower minimum annual quantity 

will also apply to deliveries at the associated Redelivery Point(s). The election(s) must be 

made immediately after the auction through the information schedule provided to 

successful bidders immediately after the auction (see Section 6). 

Product operation and nomination 

Prior to any delivery of gas, successful bidders in the GRP 2010 two-way auction will be 

required to have all licences, permits, approvals and authorisations in place allowing them 

to fulfil their obligations under the GRC. As regards shipper license, it is sufficient that 

appropriate shipper licences are obtained or a transport agent holding the necessary 

licenses has been appointed (by concluding Schedule 3 to the Auction Rules: Agent 

Authorisation Agreement) prior to the commencement of deliveries and redeliveries.  
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The successful bidders and DONG Naturgas must follow the applicable rules for gas 

transfer as set by the network operators at the Delivery and Redelivery Points.  

The successful bidders and DONG Naturgas must nominate their respective daily 

requests at 12:00 noon (local prevailing time) at the latest on the day before delivery and 

also make nominations to the respective network operators under their capacity contracts. 

The confirmed matching from the network operators will be the nominations in force at the 

Delivery and Redelivery Points for the next day. The figure below illustrates the procedure 

for the Delivery Point: 

 

 
Nominations between the successful bidders and DONG Naturgas must be made through 

one of the below 

 

1. Edig@s 4.0 XML REQEST/REQRES message exchange standard as described 

in http://www.edigas.org 

2. Dong Energy Nominaton Web-Site on https://energymarkets.dongenergy.com 

 

The Nomination Web-Site enables the successful bidders to view their contract 

specifications, nominate the contracts and view/extract the historically approved 

nominations. Disregarding whether nominations are through direct Edig@s these can still 

be viewed/extracted using the Nomination Web-Site as also the Nomination Web-Site can 

be used as backup for the direct Edig@s Nomination. Two roles are defined for the 

Nomination Web-Site:  A read-only role which can view contract specifications and 

view/extract approved nominations and a write role which in addition can nominate the 

contract. To subscribe to the Nomination Web-Site a list with named users, the contracts 

they are associated with and their roles must be provided Dong Naturgas at latest 1 

month before usage. Subsequently login information will be provided. 

 

Consequences of disruption to hub services 

Should a Delivery Point or Redelivery Point cease to exist or otherwise materially change 

the manner in which it operates such that DONG Naturgas and a successful bidder cannot 

http://www.edigas.org/
https://energymarkets.dongenergy.com/
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perform their respective obligations under the GRC, then DONG Naturgas shall propose 

changes to the GRC and DONG Naturgas  and the successful bidder shall negotiate 

amendments to the GRC in good faith with the objective of preserving, to the greatest 

extent possible, the original economic terms of the GRC. If DONG Naturgas and the 

successful bidder are not able to agree upon and implement such an amendment, either 

party may submit the issue to binding arbitration.  
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3. The Danish gas market 

Danish gas market 

The consumption of gas in Denmark was approximately 4 billion m³ in 2009. Denmark is 

supplied with gas from the North Sea, via the Nybro gas-processing terminal as well as 

from Germany. The Danish gas market was fully liberalised in January 2004, including all 

household supplies. All end-users in Denmark therefore have the opportunity to freely 

choose and switch their gas supplier. 

 

 

 

 

 
 

The gas transmission operator, Energinet.dk, is fully unbundled and is independent of the 

DONG Energy group. Energinet.dk operates a comprehensive and flexible market model 

based on an entry/exit model. There is a single exit zone for exit within the Danish market 

and entry/exit points for connection points to Sweden and Germany. Furthermore, the 

market model includes a daily balancing system, the possibility to book capacities for 

between one day and up to several years ahead. The GTF is the virtual trading point for 

gas in Denmark as well as for capacity and balancing services. Access to and from 

foreign gas markets is regulated as described in the Business Model of Energinet.dk 

(Annex C) and in the Danish Network Code (Annex D), which the reader is referred to. 

Further information can also be found at www.energinet.dk. 

 

There are three distribution companies operating in Denmark: DONG Gas Distribution A/S 

(part of the DONG Energy group), HMN Naturgas I/S and Naturgas Fyn Distribution A/S.  

 

Industrial and commercial customer contracts are generally negotiated for an annual or 

biannual period. Most contracts follow the calendar year, but a minority follow the gas 

http://www.energinet.dk/
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year. Non-daily metered customers (e.g., households) may change supplier with at least 

one months notice. For a comparison of the level of gas prices among Danish end-

consumers to other European countries, the reader is referred to the publicly available 

price data maintained and published by Eurostat (http://epp.eurostat.cec.eu.int). 

Registration as shipper is sufficient for the successful bidder to operate in the Danish 

transmission network. Registration as shipper is not sufficient if the successful bidder 

wants to transport natural gas to the exit zone or to register as a gas supplier of end-

users.  

 

In order to supply consumers with natural gas the shipper must also have concluded the 

following (see www.energinet.dk for more information):    

 

 A gas supplier agreement with Energinet.dk;  

 The gas supplier must have registered and approved player relationships for all 

consumer portfolios of the gas supplier; and 

 The gas supplier must have concluded a consumer handling agreement applicable 

to the distribution networks in which the gas supplier wishes to act as a gas 

supplier.  

  

Please note that the absence of the required licenses, authorisations and contracts 

regarding transport of gas from the GTF will not in any way affect the obligations of 

successful bidders under the GRC. 

 

Commitment to release DONG Naturgas customers 

Successful bidders in the gas release auctions - or their customers in Denmark - can be, 

wholly or partly, released from existing purchase contracts with DONG Naturgas.  The 

Commitments state that:  

 

ñExisting direct customers of DONG which participate in the auction 

process or which purchase Gas from a trader/wholesaler, who participates 

in the auction processes, are entitled to ask DONG, DONG being obliged to 

grant such request, for an extraordinary contractual modification in order to 

reduce their obligation to purchase gas from DONG by the amount of Gas 

they will have purchased as a result of the Gas Release Programme. The 

other terms and conditions of the Gas supply contracts between these 

direct customers and DONG shall not be modified, although, in absolute 

terms, the flexibility provisions in the existing contract would be reduced pro 

rata. The total amount of reductions must not be higher than the quantities 

sold in the auction processes.ò 

 

DONG Energy intends to implement the release of customer contracts in accordance with 

the Commitments. Details of the implementation are available at the gas release website:  

www.dongenergy.com. 

http://epp.eurostat.cec.eu.int/
http://www.energinet.dk/
http://www.dongenergy.com/
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Access to gas storage capacity in Denmark 

Two gas storage facilities are connected to the Danish gas transmission system - Stenlille 

Gas Storage Facility on Zealand and Ll. Torup Gas Storage Facility in Jutland. Stenlille 

Gas Storage Facility is owned and operated by DONG Storage (DONG Energy 

subsidiary) whereas Ll. Torup Gas Storage Facility is owned and operated by 

Energinet.dk Gaslager (Energinet.dk subsidiary). 

 

Both gas storage facilities act in accordance with the Danish Natural Gas Supply Act and 

the Guidelines for Good TPA Practice for Storage System Operators (GGPSSO). This 

means among others things third party access to storage capacity and non-discriminatory 

terms and conditions. The Danish Energy Regulatory Authority (DERA) monitors prices 

and terms and conditions. 

DONG Storage - Stenlille Gas Storage Facility 

Terms and conditions for access to capacity at Stenlille Gas Storage Facility and capacity 

availability can be found here: 

www.dongenergy.dk/dongstorage 

Energinet.dk Gaslager - Ll. Torup Gas Storage Facility 

Terms and conditions for access to capacity at Ll. Torup Gas Storage Facility and 

capacity availability can be found here: 

http://gaslager.energinet.dk 

 

NordPool Gas 

The gas Exchange Nord Pool Gas A/S (NPG) organizes physical trade of natural gas. The 

first trade day at NPG was March 4th 2008.  

 

The products offered are at the moment day-ahead contracts (introduced March 4th 2008) 

and month-ahead contracts (introduced November 3rd 2008). 

 

NPG provides a market place to all market players on which they can buy or sell natural 

gas on a short term basis. NPG is the central counterparty in all trades, guaranteeing 

settlement for trade and anonymity for the participants.    

 

NPG is owned by Energinet.dk and Nord Pool Spot A/S. Each owner has a share of 50%.  

http://www.dongenergy.dk/dongstorage
http://gaslager.energinet.dk/
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4. The Seller 

Overview of the DONG Energy group 

DONG Energy group is a diversified utility company active in oil and gas exploration and 

production, power generation, renewable energies, trading in the energy markets, sales 

and distribution activities as well as both power infrastructure and gas distribution and 

storage activities. The DONG Energy group is currently owned 73% by the Danish State 

through the Ministry of Finance, the rest being owned by former Elsam (16%) and Energi 

E2 (11%) shareholders.  

 

DONG Energy A/S key figures  

In 2008 DONG Energy had a total revenue of DKK 60.78 billion and profit after tax of DKK 
4.8 billion. At the end of 2008 the group had assets worth DKK 106.1 billion. 

  

The current rating of DONG Energy A/S is A- stable outlook from Standard & Poor's 

Rating Group and Baa1 stable outlook from Moody's Investors Services, Inc. 

  

The DONG Energy groups’ capital structure target is to achieve and maintain a level of 

net interest-bearing debt plus hybrid capital equal to approximately three times our 

EBITDA (adjusted for special hydrocarbon taxes).  

DONG Energy forecast EBITDA for 2009 to be significantly lower than in 2008, when 

EBITDA was DKK 13.6 billion. 

  

For additional information, including latest annual reports and financial statements, the 

reader is referred to the DONG Energy Investor Relations website, under the website 

www.dongenergy.com.  

  

DONG Naturgas A/S key figures 

In the business year 2008, DONG Naturgas A/S had a total revenue of DKK 38.9 billion 

and an EBITDA of DKK 5.5 billion. The equity was DKK 9.4 billion and the net interest-

bearing debt was DKK -1.0 billion. In 2007 the company had an EBITDA of DKK 1.7 

billion. 

  

The current credit rating of DONG Naturgas A/S is Baa1 stable outlook from Moody's 

Investors Services, Inc. 

 

http://www.dongenergy.com/
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5. The Auction  

DONG Naturgas, the Auctioneer, will offer gas to be released through an auction, conduc-

ted on a non-discriminatory and transparent basis.  

 

The auction will be open to those who have qualified to participate. Power Auctions LLC, 

an affiliate of Market Design Inc., is acting as advisor to DONG Energy, and will also serve 

the role of Auction Administrator during the GRP 2010 two-way auction.  

 

The format of the auction is a ―multi-round ascending clock‖ auction, in which bidders will 

bid the number of Lots they wish to buy at price levels that increase throughout the 

auction, from one round to the next. Price levels will increase until a point is reached at 

which aggregate demand is less than or equal to aggregate supply. 

 

While this section provides an introduction to the auction methodology, the Auction Rules 

(contained in Annex B) provide the detailed description of the auction method.  

 

Auction methodology 

The supply in the auction is limited to a maximum of 10 (ten) Lots, as described in Section 

2. Bidders will only be able to bid for an integer number of Lots of each Product, and 

DONG Naturgas will, prior to the auction, set a Bidder Limit on the total number of Lots 

(summed over the five Products) for each bidder as the lesser of: 

 

 5 (five) Lots, which represents half of the Lots being offered; and 

 The maximum number of Lots derived from the value of the bank guarantee 

submitted by the bidder, as described in Section 6 – the value of the bank 

guarantee being EUR 200,000 (two hundred thousand euro) per Lot for which a 

bidder wishes to submit a bid (Auction Guarantee). 

 

The auction will be carried out in a series of rounds. The prices in the auction represent 

and determine the five Swap Fees of the GRC, in the contract price formula presented in 

Section 2, and are denominated in euro cents per kWh. The sequence of events will be as 

follows: 

 

 Before each round, the Auctioneer will set: (i) the start-of-round prices; (ii) the end-

of-round prices; and (iii) the starting and ending times of the round. In the first 

round, the start-of-round prices for all Products will be 0.0000 EURc/kWh; in 

subsequent rounds, the start-of-round price for each Product will be its end-of-

round price from the previous round. 

 During each round, bidders will be asked to submit bid(s) for the number of Lots 

they would like to buy over a given range of intermediate prices of their choice 

between the start-of-round and the end-of-round price. In this manner, a bidder 
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may reduce the quantity of Lots demanded in several steps or switch among 

Products. However, a bidder may never increase the total number of Lots across 

all Products it demands in response to increasing prices. The purpose of this rule 

is to improve price discovery in the auction. The construction of bids is discussed 

further below. 

 Bidders may submit their bid(s) at any time during the round. 

 Only bids that adhere to the Auction Rules will be accepted. 

 At the end of each round, bids become binding offers to buy Lots at contract prices 

determined by setting each Swap Fee equal to the corresponding bid price, 

subject to closure of the auction in accordance with the Auction Rules. At 

subsequent higher prices, bids may be used to reduce the number of Lots 

demanded, including down to zero. 

 After each round, the Auction Administrator will add up all the total quantity in all 

the bids and announce to bidders the aggregate total quantity for that round at the 

end-of-round prices, and the prices and times for the next round.  

 

The sequence of events during the auction is illustrated as follows: 

 

 

The process will continue, with the Auctioneer increasing the prices of the Products in 

each round, until such time as the aggregate total demand (summed over all bidders and 

all Products) no longer exceeds the supply of Lots at the announced end-of-round prices. 

After a round in which this condition is satisfied, the auction will conclude, and the Auction 

Administrator will calculate the Clearing Prices. The Clearing Prices will set the level of the 

Swap Fees which all successful bidders enter into GRCs for the respective Products in 

Round 

t+1 

Round 

t 

Time 

Aggregate total quantity for Round t is posted 

Round t+1 opens 

Round t+1 closes 

Bidders submit bids using system 20  – 45  mins 

End - of - round prices for Round t are announced 

End - of - round prices for Round t+1 are announced 

Round t opens 

Round t closes 

Bidders submit bids using system 20  – 45  mins 
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the auction. The quantity of Lots acquired by a successful bidder will be based on the 

quantity of Lots demanded at the Clearing Prices. 

Immediately after the auction has closed, DONG Naturgas will prepare the GRC for each 

successful bidder by inserting the applicable Product Compensations and CQDs, as well 

as the Swap Fees determined in the auction for the respective Products, the quantity of 

Lots bought of the respective Products, and identification details of that successful bidder 

in a confirmation for each Product acquired by the bidder in the auction. There is an 

unconditional obligation on both the successful bidder and DONG Naturgas to sign the 

GRC and each applicable Product Confirmation Letter to confirm the purchases made by 

the successful bidder in the auction. 

Bidding 

In each round, individual bidders submit between one and five bids, at prices between the 

start-of-round and end-of-round prices. These bids may be used by a bidder to reduce its 

demand for Products at specified prices — or to switch its demand from one Product to 

another at specified prices — and this may be done in several steps within the same 

round. Collectively, all of a bidder’s bids in an auction round are described as his Entire 

Bid for that round and represent the bidder’s demand for Lots at all prices between the 

start-of-round and end-of-round prices. 

 

 Each bid consists of a ―Price Point‖ and an associated quantity for each of the five 

Products. 

 A Price Point identifies prices for each of the five Products by indicating a 

percentage of the distance from the start-of-round prices to the end-of-round 

prices that is to be taken. For example, the 0% Price Point would identify the start-

of-round prices, the 100% Price Point would identify the end-of-round prices, and 

the 50% Price Point would identify the mid-point between the start-of-round and 

end-of-round prices for each Product. 

 Price Points are expressed in percentages, to two decimal places. Except in 

Round 1, Price Points are selected by bidders from within the range of 0.01% to 

100.00% (inclusive). In Round 1, Price Points are selected by bidders from within 

the range of 0.00% to 100.00% (inclusive). 

 Quantities are expressed as integer numbers, zero or greater, of Lots. 

 Each given bid shall indicate the quantity of each Product demanded by the bidder 

at the prices identified by all Price Points from the Price Point included in the given 

bid up to (but not including) the next higher Price Point in the bidder’s Entire Bid for 

the current round, or up to the end-of-round prices if the Price Point included in the 

given bid was the highest Price Point in the bidder’s Entire Bid for the current 

round. Quantities demanded at the end of the previous round carry forward to the 

current round and apply at all Price Points up to (but not including) the lowest Price 

Point in the bidder’s Entire Bid for the current round.* See the example below. 

                                                
*
 The interpretation of quantity demanded at a Price Point is also subject to the proportional prorating 

procedure described below. 
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 For any bidder, a bid must always be for a total quantity (summed over the five 

Products) that is no greater than the total quantity of every previous bid (either in a 

previous round or at a lower Price Point in the current round) by this bidder. 

 For any bidder, a bid must also be for a total quantity (summed over the five 

Products) that is no greater than the number of Lots covered by the bidder’s 

Auction Guarantee and, in any event, no greater than 5 Lots. 

 

As noted above, the price included in each bid represents the Swap Fee of the GRC for 

the respective Redelivery Point described in Section 2. 

 

The following example illustrates how a bidder might enter an Entire Bid corresponding to 

its demand. In advance of the round, the start-of-round price for each of the five Products 

(the end-of-round price from the previous round) and the end-of-round price for each of 

the five Products are announced. In addition, after the previous round, the bidder’s 

demand for each of the five Products at the end-of-round prices was (2, 2, 0, 0, 1) Lots, so 

this information is carried forward to the current round. The information is summarised in 

the next table: 

 

Example: 

 

 Start-of-Round 

Price 

End-of-Round 

Price 

Bidderôs 

Quantity at End-

of-Round Price 

of Previous 

Round 

NBP 0.0600 0.1400 2 

ZBT 0.0800 0.1600 2 

TTF 0.1000 0.1400 0 

GPL-VP 0.0600 0.1200 0 

NCG-VP 0.0600 0.1200 1 

 

The bidder must consider how its demands change as the prices increase — not 

necessarily at equal rates — during the round. Suppose that the bidder’s demands in the 

specified range of prices are as follows: 

 

 The bidder demands 2 Lots of NBP at prices up to (but not including) a price of 

0.1200, and then demands 1 Lot of NBP at prices up to (but not including) 0.5000; 

 The bidder demands 2 Lots of ZBT or TTF — whichever is less expensive — at 

prices up to (but not including) 0.3000; 

 The bidder demands 0 Lots of GPL-VP at all prices in the specified range; and 

 The bidder demands 1 Lot of NCG-VP at prices up to (but not including) 0.1000. 

 

The bidder calculates the appropriate Price Points at which its demands change during 

the round. It finds: 
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 The price of 0.1200 for NBP, where the bidder wishes to reduce its demand for 

NBP from 2 Lots to 1 Lot, is reached at the 75% Price Point for this round. The 

price of 0.5000 for NBP, where the bidder wishes to stop bidding for NBP, is well 

beyond the end-of-round price for this round; 

 The price for ZBT equals the price for TTF at the 50% Price Point — there, they 

are each equal to 0.1200. At all Price Points less than 50%, ZBT is less expensive; 

and at all Price Points greater than 50%, TTF is less expensive. Therefore, the 

bidder wishes to switch from bidding on ZBT to bidding on TTF at the 50% Price 

Point. The price of 0.3000 for TTF, where the bidder wishes to stop bidding for 

TTF, is well beyond the end-of-round price for this round; 

 There is no price at which the bidder wishes to change its demand for GPL-VP. 

The bidder’s demand at the end-of-round price of the previous round was 0 Lots, 

and the bidder’s demand for 0 Lots continues at all Price Points from 0.01% to 

100% for this round; and 

 The price of 0.1000 for NCG-VP, where the bidder wishes to reduce stop bidding 

for NCG-VP, is reached at the 66.67% Price Point for this round. 

 

Since the bidder’s demands change at three distinct Price Points during the round, its 

appropriate Entire Bid reflecting these changes in demands should comprise three bids. 

To enter a bid, the bidder inputs the Price Points at which it wishes to reduce or switch its 

demands, and the bidder enters the desired quantities for the five Products at each of 

these Price Points. The next table shows the bidder’s Entire Bid for the round: 

 

Example: 

 

 Start of 

Round 

Bid 1 Bid 2 Bid 3 End of 

Round 

Price Point  50% 66.67% 75%  

Quantity at NBP 2 2 2 1 1 

Quantity at ZBT 2 0 0 0 0 

Quantity at TTF 0 2 2 2 2 

Quantity at GPL-

VP 

0 0 0 0 0 

Quantity at NCG-

VP 

1 1 0 0 0 

 

The quantities of (2, 2, 0, 0, 1) at the start-of-round are predetermined from the previous 

round. The bidder selects a Price Point of 50% and enters the quantities of (2, 0, 2, 0, 1) 

there. The bidder then selects a Price Point of 66.67% and enters the quantities of (2, 0, 

2, 0, 0) there. Finally, the bidder selects a Price Point of 75% and enters the quantities of 

(1, 0, 2, 0, 0) there. 

 

The convention followed is that quantities at a given Price Point are effective starting from 

that Price Point and all the way up to (but not including) the next Price Point. Thus, the 

Entire Bid shown in the table immediately above has the following interpretation: 
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 Quantities of (2, 2, 0, 0, 1) are effective from the 0.01% Price Point to the 49.99% 

Price Point. (Note that the 0.01% Price Point is the lowest allowable Price Point in 

all rounds except the first round.)  

 Quantities of (2, 0, 2, 0, 1) are effective from the 50.00% Price Point to the 66.66% 

Price Point. 

 Quantities of (2, 0, 2, 0, 0) are effective from the 66.67% Price Point to the 74.49% 

Price Point. 

 Quantities of (1, 0, 2, 0, 0) are effective from the 75.00% Price Point to the 

100.00% Price Point. 

 

Note that the bidder does not need to enter the last column (―End of Round‖) of the table 

immediately above. The last column is simply a copy of the bid with the highest Price 

Point that the bidder has submitted in the current round, reminding the bidder that its bid 

with the highest Price Point is effective at all Price Points up to the 100% Price Point, 

which corresponds to the end-of-round prices. 

 

An Entire Bid shall comprise at least one mandatory bid and up to four additional bids in 

each round. In Round 1 of the auction, the mandatory bid must be placed at the 0.00% 

Price Point (since there are no existing bids that can be carried forward from a previous 

round) and the optional bids may be placed at any Price Point from 0.01% to 100.00%. In 

Round 2 or later of the auction, both the mandatory and the optional bids may be placed 

at any Price Point from 0.01% to 100.00%. However, once a bidder has reduced his 

demands to all zeroes (for the five Products) at any Price Point in a given round, the 

bidder will not need to (nor be able to) submit bids in subsequent rounds. 

 

In the event that a bidder does not wish to make any changes to its quantities carried 

forward from the previous round, at any prices between the start-of-round and end-of-

round prices, the bidder can simply enter a single bid that copies its quantities carried 

forward from the previous round. This single bid can be applied at any arbitrary Price 

Point from 0.01% to 100.00%, and it will have identical effect. Note also that bids can be 

entered, deleted or changed at any time during the round — only when the ending time of 

the round is reached does the Entire Bid become binding. 

 

Aggregation of bids and determination of the Clearing Price  

The bids described above determine a total quantity of Lots (summed over the five 

Products) demanded by each bidder at each Price Point. For example, the total quantity 

demanded by the bidder with the entire demand given in the previous table is: 

 

Example: 

 

 Start of 

Round 

Bid 1 Bid 2 Bid 3 End of 

Round 

Price Point  50% 66.67% 75%  
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Total Quantity 5 5 4 3 3 
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At the end of each round, the auction software aggregates the total quantities of individual 

bidders and, by summing the total quantity across all bidders at every Price Point, 

generates an aggregate total quantity at every Price Point. The auction software then 

tests whether, at the end-of-round prices, the aggregate total quantity is greater than the 

supply of 10 Lots. 

 

If the aggregate total quantity exceeds supply, bidders are notified of the aggregate total 

quantity at the end-of-round prices, and the Auctioneer determines the prices and timing 

details for the next round. 

 

If the aggregate total quantity does not exceed supply, the auction software identifies the 

lowest Price Point at which such an outcome occurs. This Price Point is the Clearing Price 

Point, and it determines the Clearing Prices for the five Products. For all successful 

bidders, the Clearing Price for the respective Product is inserted as the Swap Fee in the 

GRC explained in Section 2. 

 

The diagram and description below illustrate how the auction might progress: 

 

Prices

Lots
Supply

Round 2
P2

Round 1
P1

Round 3
P3

Round 4
P4

Pc

P5

Round 5

Aggregate Total Quantity

Round 2

 
 

 Before the first round, the Auctioneer sets the end-of-round prices P1. 

 During Round 1, each bidder submits up to five bids at Price Points of their choice, 

identifying prices between zero and P1 (note that, in the first round only, one bid 

must be at the 0.00% Price Point, identifying the start-of-round prices). 
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 At the end of the round, the auction software processes the bids and announces 

the aggregate total quantity at the end-of-round prices. At the end-of-round prices 

(P1), the aggregate total quantity exceeds the supply of 10 Lots, so the auction 

proceeds to Round 2. End-of-round prices (P2) are set and announced.  

 During Round 2, each bidder submits between one and five bids at Price Points of 

their choice, identifying prices between P1 and P2. 

 At the end of this round, the aggregate total quantity still exceeds the supply of 10 

Lots, so the process continues. 

 After five rounds, the aggregate total quantity at the end-of-round prices, P5, has 

fallen below the supply of 10 Lots. The auction software calculates the lowest 

Price Point for which the aggregate total quantity does not exceed supply. This 

Price Point identifies prices, PC, for the five Products, which are then announced 

as the Clearing Prices. The auction is then declared concluded. 

 Each bidder demanding a non-zero quantity of any Product at the Clearing Price is 

awarded that number of Lots and the Clearing Price is inserted as the Swap Fee in 

the GRC. In the event of unallocated Lots at the Clearing Prices, bidders who 

submitted bids at the Clearing Price Point may be subject to a proportional 

prorating procedure which results in the awarding of the full supply, as discussed 

below. 

 

Proportional Prorating Procedure  

Where the auction concludes anywhere other than at the 0.00% Price Point in Round 1, 

and the method described above would otherwise result in some Lots not being awarded, 

a proportional prorating procedure is applied which results in the awarding of the full 

supply. The procedure applies only to those bidders who reduced their total quantity 

demanded at the Clearing Price Point. 

 

Expanding the example above, the next table below shows the total quantities resulting 

from all bidders’ Entire Bids for the round: 

 

Example: 

 

 Start of 

Round 

Bid 1 Bid 2 Bid 3 End of 

Round 

Price Point  50% 66.67% 75%  

Total Quantity of 

Bidder A 

5 5 4 3 3 

Total Quantity of 

Bidder B 

2 2 2 0 0 

Total Quantity of 

all other Bidders 

6 5 5 5 5 

Aggregate Total 

Quantity 

13 12 11 8 8 
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The 75% Price Point is the Clearing Price Point for the auction since it is the lowest Price 

Point at which the aggregate total quantity (8 Lots) is no greater than the supply of 10 

Lots. If no further action were taken, this would result in 2 unawarded Lots. To avoid this 

outcome, DONG Naturgas would therefore prorate the bids of the two Bidders A and B 

who both reduced their total quantities at the Clearing Price Point. 

 

Of the total reduction in aggregate total quantity of 3 Lots that occurred at the Clearing 

Price Point, Bidder A caused a reduction of 1 Lot and Bidder B a reduction of 2 Lots. In 

the preliminary calculation, the 2 unawarded Lots would therefore be allocated between 

Bidders A and B in the proportion of 1:2. These would yield preliminary total quantities 

awarded in the auction of: 

 

 Bidder A: 3 Lots + 1/3 * 2 Lots = 3 2/3 Lots 

 Bidder B: 0 Lots + 2/3 * 2 Lots = 1 1/3 Lots 

 All other bidders, in total = 5 Lots 

 

However, these preliminary total quantities would have fractional numbers of Lots 

awarded to bidders. The final total quantities are determined by a rounding procedure that 

guarantees that each bidder receives an integer number of Lots. First, the preliminary total 

quantities of each of the prorated bidders are rounded downward, so that Bidder A is 

awarded 3 Lots and Bidder B is awarded 1 Lot. Second, the remaining unawarded Lots 

are allocated to bidders in descending order of their remainders. Since Bidder A’s 

remainder is 2/3 Lots (i.e., 3 2/3 Lots – 3 Lots) and Bidder B’s remainder is 1/3 Lots (i.e., 1 

1/3 Lots – 1 Lot), the next unawarded Lot is allocated to Bidder A. This exhausts the pool 

of unawarded Lots. Thus, the final total quantities awarded in the auction are: 

 

 Bidder A: 4 Lots 

 Bidder B: 1 Lot 

 All other bidders, in total = 5 Lots 

 

Finally, the total quantities awarded to prorated bidders must be translated to quantities 

awarded of each of the five Products. In this example, Bidder A would receive the 

quantities of (2, 0, 2, 0, 0) specified in Bidder A’s Entire Bid. If the preliminary allocation of 

quantities among the five Products had yielded any fractional quantities of Lots, then a 

rounding procedure similar to that in the previous paragraph would be applied to obtain 

whole integer quantities of Lots of each Product. 

 

By following this proportional prorating procedure, DONG Naturgas will ensure that all 

Lots offered in the auction are awarded, provided that the total quantity demanded at the 

starting prices of the auction is no less than the supply of 10 Lots. 
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Auction software and Instructions to Bidders  

The auction will be conducted via the Internet, with bidders placing their bids remotely 

using a web-based software system designed for the auction. The auction software 

system will be compatible with most current Internet browsers, and does not require the 

local installation of any additional software. Access to the site will be password-protected 

and bids will be encrypted. If a bidder temporarily loses connection to the Internet, that 

bidder may be permitted to submit its bids in a given round via fax, according to the terms 

and conditions in the Auction Rules. 

 

Parties who qualify for the auction will receive a document (―Instructions to Bidders‖), 

issued by DONG Naturgas, providing a user guide to the auction software system and 

instructions related to the auction process. In particular, it will detail the method and 

contents of communication between bidders and the Auction Administrator during the 

auction. 

 

Confidentiality of bid data  

Only the Auction Administrator and the Trustee will have access to individual bids during 

the auction.  

 

After each round, the Auction Administrator will announce to the Auctioneer the aggregate 

quantity demanded for each Product and will announce to bidders the aggregate total 

quantity demanded summed over all five Products. After the final round, the Auction 

Administrator will announce to the Auctioneer the quantity of each Product awarded to 

each successful bidder, including their identities, and will announce to bidders their own 

winnings and the aggregate quantity awarded of each Product. 

 

Except for these announcements, the Auction Administrator and the Trustee will maintain 

the confidentiality of individual bids. For the avoidance of doubt, DONG Energy or its 

affiliates will not have access to individual bids during or after the Auction. 

 

After the auction, DONG Energy will publish the aggregate total quantity demanded at the 

end of each round, the associated prices, the aggregate quantity awarded of each Product 

at the Clearing Prices and the associated Clearing Prices. DONG Energy will not publish 

the identities of the successful bidders. 

 

Auction Rules  

As noted in the introduction to this section, the detailed Auction Rules are set out in Annex 

B.  
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6. The process during the coming months 

Time Schedule 

DONG Energy GRP 2010 two-way auction is planned to take place on April 27th 2010 with 

gas supplies for the subsequent two gas years, 2010 and 2011, to commence on October 

1st 2010.  

 

The following time schedule illustrates the process leading up to the GRP 2010 two-way 

auction:  

 

 

Registration 

The registration agreement for the GRP 2010 two-way auction is available at the gas 

release website under www.dongenergy.com. Potential bidders should complete and send 

the signed agreement to:  

 

Att. Gas Release Office 

DONG Naturgas A/S 

Nesa Allé 1B 

DK-2820 Gentofte 

Denmark 

 

When registered, the potential bidder will be issued a username and password, which will 

give access to the Auction Rules and its schedules. 

 

Qualification  

The Qualification Agreement is attached to the Auction Rules. In order to be qualified, any 

potential bidder must provide an irrevocable first demand payment guarantee (Auction 

Guarantee) of EUR 200,000 per Lot, for which the bidder is interested in bidding for, up to 

the maximum allowable limit of five Lots. DONG Naturgas will return this Auction 

Guarantee to unsuccessful bidders after the Auction. The Auction Guarantee must be 

issued by a qualifying bank as defined in the Auction Rules. 

 

http://www.dongenergy.com/
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As part of the Qualification Agreement, any potential bidder must specify which Redelivery 

Point(s) it wishes to qualify to submit bids for. The potential bidder must certify its 

possession of a shipper licence at the GTF, Denmark, as well as at the specified 

Redelivery Point(s), or warrant that either such license(s) will be obtained or that a 

transport agent will be appointed to receive or deliver gas on behalf of the potential bidder 

prior to commencement of gas deliveries under the GRC. Any transport agent appointed 

must hold the required shipper license(s) at the commencement of deliveries October 1st 

2010. The qualified bidder cannot appoint another qualified bidder as its transport agent.  

 

During the auction, a bidder will only be able to bid for the Redelivery Points for which it 

has established eligibility. 

 

In order to participate in the auction, the potential bidder must sign and return the 

Qualification Agreement (Form B) in two copies, as well as the Auction Guarantee 

(Schedule 2), a Power of Attorney (Form A), and contact details (Form C), to the Trustee 

no later than 17:00 CEST April 16th 2010, who will retain Attachment A to the Qualification 

Agreement. DONG Naturgas will return a countersigned copy of the Qualification 

Agreement as well as a Certificate of Qualification (Form D) stating the applicant’s Bidder 

Limit. The address and contact details of the Trustee are: 

 

By Post: 
DONG Energy GRP Qualification Material 
CompetitionRx Ltd 
29 Bristol Gardens 
London W9 2JQ 
England 

By Fax: 

+44 (0)20 7289 5425 

Marked to the attention of: DONG Energy GRP Trustee 

By email: 

dong -grp - trustee@competitionrx.com  

 

DONG Energy Gas Release Conference 2010 

The DONG Energy Gas Release Conference 2010 will take place March 9th 2010 in 

Copenhagen, at the following centrally located venue:  

 

 Nordatlantens Brygge  

 Strandgade 91  

 DK-1401 Copenhagen K 

 (www.bryggen.dk) 

 

At the conference DONG Energy will inform on the procedure for qualification and the 

GRP 2010 two-way auction itself. It will be organised with various presentations and will 

also provide sufficient time for questioning DONG Energy on issues of interest to the 

potential bidders.  

mailto:dong-grp-trustee@competitionrx.com
mailto:dong-grp-trustee@competitionrx.com
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The Trustee, overseeing the DONG Energy Gas Release Programme on behalf of the 

European Commission, will attend the conference in order to oversee compliance with the 

Commitments.  

 

In due time before the conference, interested parties, including potential customers of the 

bidders such as large gas consumers and local suppliers, will receive an invitation, 

including an agenda, together with the conference registration. The agenda and 

conference registration form will also be available at the DONG Energy GRP 2010 

website under www.dongenergy.com. 

 

Entities that may not participate 

All companies affiliated to the DONG Energy group are excluded from both registration 

and participation in the GRP 2010 two-way auction either directly or through an agent.  

Other companies undertaking the qualification, but not completing it at its full length and 

detail will be excluded from participating in the GRP 2010 two-way auction. 

 

Auction training and simulated auction 

Prior to the GRP 2010 two-way auction on April 27th 2010, a simulated auction will be 

carried out. The purpose hereof is for the bidders (i) to test the IT equipment and (ii) to get 

accustomed with the practice of the Auction Rules. The simulated auction will take place 

on April 26th 2010. 

 

Execution of the Gas Release Contracts 

After completion of the auction, successful bidders will receive an information schedule to 

be completed and returned to DONG Naturgas within 5 business days. The schedule will 

include information on the amount to be stated in the Payment Guarantee, as well as give 

the successful bidder the opportunity to exercise the option for additional flexibility. Within 

at the most 8 business days hereafter DONG Naturgas will forward two copies of the GRC 

to the successful bidder, who within 8 business days must return the two copies duly 

signed by one of the persons stated in the Power of Attorney (Form A to the Auction 

Rules), together with a valid payment guarantee. DONG Naturgas will return one copy of 

the countersigned GRC and its valid payment guarantee within 8 business days hereafter. 

http://www.dongenergy.com/
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Further information, contact to DONG Energy and final documents  

The reader is referred to the following sources of information for further information: 

 

 Information on the GRP 2010 is available at DONG Energy GRP 2010 website 

under www.dongenergy.com, which also contains, or will contain in due time, links 

to the following information: 

Ö DONG Energy’s Commitments to the European Union.  

Ö GRP 2010 news service subscription.  

Ö Indicative Compensations and CQDs. 

 Information on Energinet.dk, the Danish transmission network operator, can be 

found under www.energinet.dk. In addition, the following material is available: 

Ö Rules for the Capacity Transfer Facility 5.1, 

Ö Rules for the Gas Transfer Facility 5.0. 

 The Danish Energy Regulatory Authority (DERA), www.energitilsynet.dk/english.  

 The Danish Competition Authority, www.ks.dk/english.  

 

Also, contact can be made to the Gas Release Office 

 

By Post: 

Att. Gas Release Office 

DONG Naturgas A/S 

Nesa Allé 1 

DK-2820 Gentofte 

Denmark 

By Fax:  

+45 99 55 00 30 

By email: 

 gasrelease@dongenergy.com 

                   

All relevant documents will be published through the GRP 2010 website. In case of doubt, 

the reader should always consult this website.  

http://www.dongenergy.com/
http://www.energinet.dk/
http://www.energitilsynet.dk/english
http://www.ks.dk/english
mailto:gasrelease@dongenergy.com
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7. Annexes 

List of content: 

 

Annex A: Glossary of main terms and acronyms 

Annex B: Auction Rules 

 Appendix A: Proportional Prorating Procedure 

 Schedules to the Auction Rules: 

Ö Schedule 1: Form of the Gas Release Contract 

 EFET Master Agreement  

 Election sheet (Part I and Part II) 

Ö Exhibit 1: Form of the Payment Guarantee 

Ö Exhibit 2: Sample Monthly Payment Calculation 

 TTF Appendix to EFET Master 

 ZBT Appendix to EFET Master 

 NBP Appendix to EFET Master 

 GPL Appendix to EFET Master 

 Transaction Confirmation Letters 

Ö Schedule 2: Form of the Auction Guarantee 

Ö Schedule 3: Form of the Agent Authorisation Agreement 

 Forms for Qualification:  

Ö Form A: Power of Attorney 

Ö Form B: Qualification Agreement 

 Attachment A: Designation of Products and Lots; Current Status of 

Shipper’s Licenses 

Ö Form C: Prospective Bidder Information 

Ö Form D: Certificate of Qualification 

 

Annex C: Energinet.dkôs Business Model (July 2008)  

Annex D: The Current Danish Network Code (Rules for Gas Transport 9.0)  
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Annex A: Glossary of main terms and acronyms used in this IM 

 

The following are descriptions of main terms and acronyms used in this IM. Where 

applicable, the precise terms and definitions can be found in the Auction Rules and the 

GRC. 

 

Auctioneer DONG Naturgas A/S. The role of Auctioneer is described in Section 4 

of the Auction Rules. 

Auction 

Administrator 

Power Auctions LLC, appointed by DONG Energy to carry out the 

tasks described in Section 4 of the Auction Rules. One of the roles of 

the Auction Administrator is to maintain the confidentiality of the 

content of bids submitted by bidders and thus the identity of the 

bidders during the auction.  

Auction 

Guarantee 

A valid and irrevocable first demand payment guarantee issued by a 

qualifying bank in favour of DONG Naturgas, submitted by a bidder as 

part of the qualification process, and meeting the requirements of the 

Auction Rules. 

Auction Rules The rules for the GRP 2010 two-way auction as set out in Annex B 

including any schedules and forms referenced by the rules and any 

amendments issued by DONG Energy in accordance with Clause 1.5 

of the Auction Rules.  

Bidder Limit The maximum number of lots for which a Bidder may submit a bid in 

the GRP 2010 two-way auction.  

Clearing 

Prices 

Has the meaning as set out in Section 5, and is further defined in 

Section 4 of the Auction Rules. 

Clearing Price 

Points 

Has the meaning as set out in Section 5 (and determines the Clearing 

Prices for the Products). 

Commitments The document detailing the commitments offered by DONG Energy in 

connection with the European Commissions clearance on March 14th 

2006 of the merger between DONG, Elsam, Energi E2, Københavns 

Energi Holding and Frederiksberg Elnet. 

Compensation Has the meaning as set out in Section 2.  

CQD Charges for Quantity Differences. Has the meaning as set out in 

Section 2.  

DCQ 
Daily Contract Quantity, which has the meaning as set out in Section 

2.  

Delivery Point Has the meaning as set out in Section 2.  

DONG Energy 

Gas Release 

Conference 

A conference for interested parties at which DONG Energy will present 

details of the GRP 2010, the Auction Rules and the arrangements for 

qualification. 

EFET Gas 

Master 

EFET General Agreement Concerning the Delivery and Acceptance of 

Natural Gas (Version 2.0(a) / May 11th, 2007) 

Energinet.dk The Danish transmission network operator.  
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Entire Bid 
Has the meaning as set out in Section 5, and is further defined in 

Clause 4.11 of the Auction Rules. 

GRC  Gas Release Contract. The agreement entered into between DONG 

Naturgas and a successful bidder, setting out the full terms and 

conditions of the sale of the lots offered in this GRP 2010 two-way 

auction. The GRC is the contract attached in Annex B, as Schedule 1 

to the Auction Rules, as amended by any subsequent variations and 

amendments issued by DONG Energy to registered parties prior to the 

GRP 2010 two-way auction. 

GRP DONG Energy Gas Release Programme. 

GRP 2010 DONG Energy Gas Release Programme 2010. 

GRP 2010 

two-way 

auction 

The auction scheduled to take place on April 27th 2010 by way of 

which DONG Energy will offer for sale 400 million m3 of natural gas 

pursuant to the Auction Rules.  

GRP 2010 

one-way 

auction 

In case three or more remain unsold at the GRP 2010 two-way 

auction, an additional auction will take place in June 2010 for the 

unsold lots. The auction will be organised as a normal gas release 

auction where by DONG Naturgas offers delivery of the unsold lots at 

the GTF against payment in cash.  

IM Information Memorandum.  

Instruction to 

Bidders 

A document issued by DONG Energy giving bidders detailed 

instructions concerning the conduct of the GRP 2010 two-way auction.  

Lots A contract for a daily contract quantity (DCQ) of 669,041 kWh sold by 

DONG Naturgas at the Delivery Point to be delivered over a two year 

period, together with a daily contract quantity (DCQ) of 669,041 kWh 

sold by the bidder at one of the five Redelivery Points to be delivered 

over the said two year period, transacted pursuant to the Auction 

Rules and subject to the terms and conditions of the Gas Release 

Contract. 

Payment 

Guarantee 

An unconditional guarantee in the form and terms specified in Exhibit 1 

to the Election Sheet of the GRC, denominated in Euros and issued 

irrevocably by a qualifying bank. 

Price Points Has the meaning as set out in Section 5, and is further defined in 

Clause 4.8 of the Auction Rules. 

Products Any of the five types of individual contract being offered for bidding in 

the auction under the GRC which defines a swap of gas between the 

parties involving delivery at a single Delivery Point and redelivery at 

one of five potential Redelivery Points. 

(For the avoidance of doubt, if at the time of the auction it is possible to 

sell and deliver more than one quality of gas at the Delivery Point or a 

Redelivery Point, the Products sold under the Auction shall be gas 

having the Wobbe Label H) 

Qualification 

Agreement 

The agreement by which a prospective bidder binds itself to comply 

with the Auction Rules and all other requirements necessary to be 

qualified as a bidder to participate in the GRP 2010 two-way auction, 
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the form of which is appended the Auction Rules as Form B. 

Redelivery 

Points 

Has the meaning as set out in Section 2.  

Registration 

Agreement 

An agreement between DONG Naturgas and any party wishing to 

receive additional information about the GRP 2010 following the 

publication of this IM.  

Swap Fee Has the meaning as set out in Section 2.  

Transport 

Agent 

An entity appointed by the qualified bidder to receive (at GTF) or 

deliver (at the redelivery point) on its behalf using Schedule 3 to the 

Auction Rules. It is required that the transport agent holds the required 

shipper license at the commencement of deliveries October 1st 2010. 

The qualified bidder cannot appoint another qualified bidder as its 

transport agent. 

Trustee CompetitionRx  has been appointed by DONG Energy as Trustee, and 

has been approved by the European Commission. The Trustee 

oversees the compliance of DONG Energy with the conditions and 

obligations of the Commitments. The role of the Trustee is further 

defined in the Commitments. 
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Annex B: Auction Rules 

 

The Auction Rules incorporate:  

 

 Schedule 1: Form of the Gas Release Contract 

 Schedule 2: Form of the Auction Guarantee 

 Schedule 3: Form of the Agent Authorisation Agreement 

 Forms for Qualification:  

Ö Form A: Power of Attorney 

Ö Form B: Qualification Agreement  

Ö Form C: Prospective Bidder Information 

Ö Form D: Certificate of Qualification 

 

The Auction Rules, the Schedules and the Forms for Qualification are contained in 

separately downloadable files. 
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Annex C: Energinet.dkôs Business Model (July 2008)  

 

The Business Model document is contained in a separately downloadable file. 



DONG Energy GRP 2010 two-way auction 

Information Memorandum March 3
rd
 2010 

 

 43 

Annex D: The Current Danish Network Code (Rules for Gas Transport 9.0)  

 

The Danish Network Code is contained in a separately downloadable file. 

 


