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1. Key messages

Energy price stability determines industrial survival.
For graphite, long-term power visibility is the decisive factor for investment,
competitiveness and carbon leakage risk.

Access to PPAs must be real, not theoretical.
Market concentration, asymmetric risk allocation and regulatory uncertainty
exclude many industrial buyers.

Smart reform beats subsidies.
Targeted risk-sharing, neutral treatment of all PPAs and cross-border access can
unlock competitiveness without distorting the internal market.

2. ECGA calls for

Establish risk-mitigation mechanisms
Introduce proportionate guarantee and risk-sharing frameworks to improve the
bankability of industrial PPAs.

Ensure regulatory consistency
Apply all electricity price correction or support measures equally to existing and
future PPAs to preserve legal certainty and investment confidence.
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¢ Remove structural market barriers
Enable aggregation and cross-border contracting, promote standardisation, and
review regulated cost components that undermine long-term PPA effectiveness.

Executive summary

The European carbon and graphite industry strongly supports the European Commission’s
initiative to remove remaining barriers to power purchase agreements (PPAs). PPAs are a
critical tool to secure affordable, predictable and low-carbon electricity for an electricity-
intensive sector that is essential to the EU’s industrial base, energy transition and strategic
autonomy.

Electricity costs represent 30-60% of total production costs for graphite manufacturing
and processing, depending on the product and process. Since 2021, electricity price
volatility in the EU has increased sharply, with wholesale prices at times exceeding EUR
400/MWh, compared to typical prices of EUR 40-70/MWh in competing regions. This gap
directly threatens the viability of graphite production in Europe.

While renewable electricity deployment is accelerating, access to PPAs remains limited in
practice for many graphite producers due to regulatory, financial and market barriers.
Removing these barriers is essential to ensure that EU decarbonisation, electrification and
industrial competitiveness objectives can be met simultaneously.

1. Strategic importance of the graphite industry
Graphite is a strategic raw material for the EU economy. It is indispensable for:

¢ lithium-ion batteries used in electric vehicles, stationary storage and grid balancing,
o steelmaking, foundries and refractory applications,
¢ advanced manufacturing and high-temperature industrial processes.

The EU’s demand for battery-grade graphite alone is expected to increase by a factor of 5-7
by 2030, driven by electrification targets and the Net Zero Industry Act. Maintaining and
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expanding domestic graphite production and processing capacity is therefore critical to
reducing import dependence and securing resilient value chains.

2. Electricity costs: a structural competitiveness challenge

As highlighted in previous ECGA position papers on electrification and energy affordability,
electricity prices are the single most decisive cost factor for the graphite industry.

Key facts:

e Graphite production requires continuous, baseload electricity consumption.

e Electricity typically accounts for one-third to more than half of total operating
costs.

e Short-term price volatility cannot be absorbed or passed through to customers in
global markets.

¢ Investment decisions for new or modernised capacity are based on 10-20-year
horizons, requiring long-term price visibility.

Since 2021, EU electricity prices have been consistently higher and more volatile than in
other majorindustrial regions, undermining investment confidence and accelerating the risk
of carbon leakage.

3. Why PPAs are essential for the carbon and graphite industry
PPAs are uniquely suited to address the structural challenges faced by graphite producers:

e Price stability: Long-term fixed or indexed prices reduce exposure to volatile spot
markets.

¢ Investment enablement: Predictable electricity costs are a prerequisite for
financing electrification and decarbonisation investments.

o Decarbonisation: Direct access to renewable electricity supports compliance with
EU climate and battery sustainability requirements.

e Security of supply: PPAs reduce dependence on fossil-fuel-driven marginal pricing.
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ECGA has consistently highlighted that short-term hedging instruments and spot market
exposure are not viable substitutes for long-term PPAs for electricity-intensive
industries.

4. PPA market development: progress and limitations

Despite recent growth, structural features of the current PPA market limit its effectiveness
for the electricity-intensive industry.

PPA pricing remains closely linked to wholesale market expectations rather than
project fundamentals. While PPAs are often presented as a means of securing cost-
reflective renewable electricity, in practice, pricing in the EU remains strongly anchored to
forward wholesale price projections rather than to the underlying long-term cost of
generation. This weakens one of the central economic rationales for industrial offtakers:
accessing electricity at a price reflecting stable production costs instead of short-term
market volatility.

Risk allocation within long-term PPAs is also asymmetric. Current contract structures
place a significant share of long-term market, regulatory and volume risk on industrial
consumers. This includes:

o profile and volume mismatch risk between variable renewable generation and
baseload industrial demand;

e regulatory and policy risk related to market design reforms, support schemes,
taxation and grid charges.

For companies operating on thin margins and exposed to global competition, committing to
10-20-year electricity price and volume obligations under such uncertainty represents a
material strategic exposure, not merely a financial hedging decision.

At the same time, the EU PPA market has grown significantly in recent years. In 2024:

e nearly 300 PPAs were signed in the EU;
e enabling approximately 14 GW of new renewable capacity.
However, this growth remains uneven:
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e PPA activity is concentrated in a limited number of Member States;
e cross-border PPAs accounted for only around 0.5 GW;
e Small and medium-sized industrial consumers remain largely excluded.
For graphite producers, the issue is not the existence of PPAs, but access to competitively

structured, bankable and risk-balanced contracts.
5. Persistent barriers affecting graphite producers
5.1 Credit and counterparty risk

Long-term PPAs often require extensive collateral, guarantees or credit ratings that exceed
the balance-sheet capacity of many industrial offtakers. This disproportionately affects
mid-sized graphite producers, even where projects are economically sound.

In practice, producers and financing institutions remain reluctant to commit to PPAs
with smaller or first-time buyers, due to the risk of buyer default and the absence of
effective risk-mitigation mechanisms. This limits access to financing for otherwise viable
renewable projects and restricts PPA availability to the largest market players.

5.2 Lack of aggregation and multi-buyer solutions

Many graphite producers do not reach the minimum volume thresholds required by
renewable generators. Regulatory and contractual frameworks for aggregated or multi-
buyer PPAs remain insufficiently developed.

5.3 Contractual complexity and lack of standardisation

PPA negotiations require specialised legal, financial and technical expertise. As noted in
previous ECGA submissions, this creates a structural disadvantage for industrial
companies outside the energy sector.

5.4 Accounting and financial treatment

Uncertainty around balance-sheet treatment, long-term liabilities and accounting
standards continues to deter companies from entering PPAs, particularly in a context of tight
capital markets.

5.5 Cross-border barriers
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Despite clear potential, cross-border PPAs remain marginal due to regulatory
fragmentation, differing grid charges, and national administrative constraints. This limits
competition and renewable access for industrial consumers.

6. Policy position and recommendations

ECGA supports a Commission Recommendation that provides clear and actionable
guidance to Member States, in particular to:

1. Facilitate risk-sharing mechanisms

Encourage national guarantee schemes or public backstopping instruments to
address credit and default risk in PPAs involving industrial offtakers.

In this context, ECGA highlights the potential value of conditional, back-up
remuneration mechanisms that would only be activated in the event of buyer
default and where market prices fall below a predefined level. Such mechanisms
could improve the bankability of PPAs involving smaller industrial buyers, reassure
financinginstitutions, and widen market access, while avoiding permanent subsidies
or distortion of market-based price signals.

2. Consistent Treatment of Existing and Future PPAs

From a strategic standpoint, any subsidy scheme or electricity price correction
mechanism must apply equally to existing PPAs, not only to new contracts. Excluding
legacy agreements would create competitive distortions, penalise companies that
secured long-term price stability in good faith and that helped to finance the CO2
reduction in the EU by PPA. To preserve investment confidence and ensure a level
playing field, the mechanism should guarantee neutral treatment regardless of
contract signature date. Consistency across existing and future PPAs is critical to
maintaining market credibility and long-term contracting stability.

3. Enable aggregated and multi-buyer PPAs
Remove regulatory and contractual barriers preventing smaller and mid-sized
industrial consumers from pooling demand.
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4. Promote standardisation and transparency
Support the development of standard PPA contract templates and accessible
market platforms for industrial buyers.

5. Clarify accounting and regulatory treatment
Guide to reduce uncertainty regarding the financial and accounting treatment of
long-term PPAs.

6. Unlock cross-border PPA potential
Address regulatory fragmentation and administrative barriers that prevent efficient
cross-border contracting within the internal market.

7. PPA frameworks should not exclude firm, low-carbon baseload technologies,
such as nuclear, where they contribute to price stability, system reliability, and cost-
effective decarbonisation.

8. EU and national policymakers should enable hybrid PPA structures, combining
renewables, storage, and other firm low-carbon assets, to better reflect system
value, reduce total system costs, and improve security of supply.

9. Exempt PPAs from paying regulated costs, starting with the contribution to the
FNEE, followed by the removal of grid access tariffs and charges, and even eliminat-
ing the costs related to the System / Market Operator. This would make them similar
to self-consumption contracts and would reduce variability in the final energy price.

10. Facilitate access to government-backed guarantees or sureties when contracting
PPAs, as well as mediation mechanisms.

11. Make GDO certification free of charge for PPAs.

We therefore support the ECGA’s call for policy action, while emphasising that removing
barriers to PPAs must go beyond facilitating access to existing market structures. In
particular, EU and national policymakers should consider:

e encouraging PPA pricing frameworks more closely linked to actual project costs
rather than wholesale price expectations,
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e any electricity price correction mechanism or subsidy framework must also cover
existing PPAs,

¢ developing risk-sharing mechanisms that acknowledge regulatory volatility and
industrial transition risk.

For electricity-intensive industries exposed to global competition, PPAs can only be part of
the solution if they deliver cost-reflective, stable and genuinely risk-balanced electricity
supply, for new as well as for existing PPAs.

In their current form, many PPAs in the EU remain too closely tied to wholesale market
dynamics and place excessive long-term risk on industrial consumers operating in an
increasingly uncertain regulatory and competitive environment. If PPAs are to function as an
effective instrument against carbon leakage and industrial decline, their design must
evolve to reflect not only the needs of renewable project financing, but also the
economic realities and survival constraints of European industry.

7. Conclusion

For the European graphite industry, access to PPAs is a strategic necessity, not a financial
preference. Without workable and accessible long-term electricity contracts, EU graphite
production faces a structural disadvantage that risks undermining industrial
competitiveness, decarbonisation efforts and strategic autonomy.

Removing barriers to PPAs is a low-cost, high-impact policy intervention that directly
supports EU objectives on clean energy deployment, industrial resilience and the energy
transition. ECGA therefore strongly supports the Commission’s initiative and stands ready
to contribute further evidence and expertise.

For further information, please contact:
Amira Cocis, ECGA - cocis@ecga.net, +32 492 57 49 66
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