
Incorporation of the service of surrender of capacity within the market 

demand assessment for incremental capacity 2019  
 

Statutory basis 
Incremental capacity (INC) and the service of surrender of capacity (SoC) are separate 
processes that have been laid down in EU legislation at different times. 

Commission Regulation (EU) 2017/459 defines incremental capacity as “a possible future 
increase via market-based procedures in technical capacity or possible new capacity created 
where none currently exists that may be offered based on investment in physical infrastructure or 
long-term capacity optimisation and subsequently allocated subject to the positive outcome of an 
economic test, in the following cases: 

a) at existing interconnection points 
b) by establishing a new interconnection point or points 
c) as physical reverse flow capacity at an interconnection point or points, which has not 

been offered before.”   

A Commission Decision (2012/490/EU) describes surrender of capacity as follows: 
“Transmission system operators shall accept any surrender of firm capacity which is contracted 
by the network user at an interconnection point, with the exception of capacity products with a 
duration of a day and shorter. The network user shall retain its rights and obligations under the 
capacity contract until the capacity is reallocated by the transmission system operator and to the 
extent the capacity is not reallocated by the transmission system operator. Surrendered capacity 
shall be considered to be reallocated only after all the available capacity has been allocated. The 
transmission system operator shall notify the network user without delay of any reallocation of its 
surrendered capacity. Specific terms and conditions for surrendering capacity, in particular for 
cases where several network users surrender their capacity, shall be approved by the national 
regulatory authority.” 

Article 2.1.14 of the Transmission Code Gas TSO provides more details with regard to the 
surrender of capacity: In accordance with article 2.2.4 of Annex 1 to the Regulation, the network 
operator of the national grid shall facilitate the surrender of contracted, non-interruptible 
(backhaul) entry or exit capacity at interconnection points. The (backhaul) entry or exit capacity 
can be surrendered for a period of a year (beginning on 1 October), a quarter or a month. The 
(backhaul) entry or exit capacity offered must be constant during the whole surrender period. 
During the period between the surrender of the (backhaul) entry or exit capacity and the closure 
of the corresponding auction, the shipper may not enter into any other kind of trading with the 
(backhaul) entry or exit capacity concerned. If several shippers are surrendering (backhaul) entry 
or exit capacity, but not all the surrendered (backhaul) entry or exit capacity can be fully 
reallocated, reallocation to these shippers will take place according to the chronological order of 
requests received for surrender of the (backhaul) entry or exit capacity. If and insofar as 
surrendered (backhaul) entry or exit capacity is resold by the network operator of the national 
grid, the surrendered (backhaul) entry or exit capacity shall not be brought into account. 

The service of surrender of capacity and products with GTS 
Surrender of capacity is possible for the following products: 

‐ yearly, quarterly and monthly 

Order for allocation of capacities 
When an auction has ended, capacity is allocated in the following order: 



- existing available capacity  
- surrendered capacity  
- incremental capacity  

Regular surrender of capacity 
Yearly, quarterly and monthly products can be surrendered up to five working days prior to the 
auction upload. It is not guaranteed that capacity offered at a different time than the market 
demand assessment can be included in the incremental capacity process on account of the lead 
time of the technical study, consultation and approval of the project proposal. This surrendered 
capacity will lead to an increase in the quantity of existing available capacity offered. An increase 
in the existing available capacity offered will make it less likely that an incremental capacity 
process will be carried out. However, should the demand for capacity be greater than the 
available existing capacity, then an incremental capacity process will be initiated. This 
incremental capacity is then offered in offer levels, the available existing capacity forming part of 
the offer level.  

Adding surrender of capacity to the incremental capacity process 
 
The addition of SoC to the INC process can lead to more efficient network management. The 
market demand assessment for incremental capacity takes stock not only of the requirement for 
additional capacity (demand) but also of the interest in the service of surrender of capacity 
(supply); this gives a single overview of demand and supply. If a market party has submitted a 
non-binding request for additional capacity, then this overview enables exploration of whether it 
is possible to match demand and supply to each other so that no, or less, technical measures 
need to be taken.  

More detailed analysis 

Determination of the technical measure is subject to the condition that surrender of capacity 
within the market demand assessment is binding. Given that the Transmission Code Gas 
specifies that the shipper may not enter into any other kind of trading with the surrendered 
capacity, there is sufficient compliance with this condition.  

For the shipper, however, this means that the surrendered capacity is not at its disposal until the 
incremental capacity auction and economic test two years later. Pursuant to article 2.1.14 of the 
Transmission Code Gas TSO, GTS is obliged to offer the capacity in the associated auction. If 
there is a demand for incremental capacity and the capacity offered matches demand, then this 
is offered in the associated incremental capacity auction. If the surrendered capacity cannot be 
used for the incremental capacity process, for example because there is no demand for capacity 
at the market boundary concerned, the surrendered capacity has a different flow direction or the 
quantity does not match, then the surrendered capacity is offered in the next regular yearly 
auction. If the capacity is not sold, the shipper continues to own the capacity offered. 

Incremental capacity is subject to an economic test within two days of the auction to determine 
whether the investment is efficient. The Commission Decision (2012/490/EU) states that a 
surrender is only successful where it has been reallocated.  

If the economic test is successful, the offering/selling market party has successfully transferred 
its capacity to the purchasing party. If the economic test is not successful, the market party still 
owns the capacity and may trade with this capacity again. 

Scenarios 

Some scenarios are set out below for those cases in which there is a match (or partial match) 
between demand and supply. 



Scenario A: available and surrendered capacity are sufficient to meet required capacity. 
As there is enough available and surrendered capacity to meet demand in full, no new 
capacity needs to be built. Demand and supply will be matched in the next regular yearly 
auction and an incremental capacity process will not be initiated. 

Scenario B: available and surrendered capacity are sufficient to meet a proportion of the 
required capacity. As the available and surrendered capacity can only partially meet 
demand, new capacity needs to be built. This means that an incremental capacity 
process is initiated. All the stages described by NC CAM shall be followed. The available 
and surrendered capacity together form offer level 0, the available, surrendered and new 
capacity form offer level 1 (there may, of course, be more offer levels). Shippers shall bid 
on both offer levels. If the economic test is only positive for offer level 0, demand will be 
met by the available and surrendered capacity and the new capacity will not be realised. 
If the economic test for offer level 1 gives a positive result the required new capacity will 
be realised.  

Scenario C: available and surrendered capacity are sufficient to meet demand on the NL 
side; however it is necessary to build new capacity on the NNO side. Although there is no 
reason to initiate an incremental capacity process on the NL side it is necessary on the 
NNO side. In view of the fact that joint offer levels for incremental capacity need to be 
harmonised, this means that an incremental capacity process will be initiated and 
followed through on both sides of the border.  

GTS will therefore publish a consultation document, submit a project proposal to ACM 
and offer existing capacity in the yearly auction. However, certain stages in the process 
on the NL side do not need to be followed: 

 performance of a technical study and the cost estimate;  
 proposals by GTS regarding the f-factor, the reserve percentage and who is to 

perform the economic test; 
 decisions by ACM regarding the f-factor, the reserve percentage and who is to 

perform the economic test. 

Offer level 0 consists of the maximum bundled available and surrendered capacity. Offer 
level 1 (or higher) consists on the NL side of available and surrendered capacity; on the 
NNO side it consists of the new capacity. The amount of the offer level is determined by 
demand less the reserve percentage. 

Scenario C: available and surrendered capacity are sufficient to meet demand on the 
NNO side; however it is necessary to build new capacity on the NL side. Although there 
is no reason to initiate an incremental capacity process on the NNO side it is necessary 
on the NL side. In view of the fact that joint offer levels for incremental capacity need to 
be harmonised, this means that an incremental capacity process will be initiated and 
followed through on both sides of the border. Offer level 0 consists of the maximum 
bundled available and surrendered capacity. Offer level 1 (or higher) consists on the NL 
side of the new capacity; on the NNO side it consists of available and surrendered 
capacity. The amount of the offer level is determined by demand. 

Safety of the gas network  
Existing technical capacity is crucially important for ensuring the safety of the gas network. With 
the introduction of VIPs i) gas can flow across market boundaries via several IPs giving more 
likelihood of a successful match ii) TSOs organise the flows themselves meaning that existing 
technical capacity will be less (or not at all) restrictive. 

 


