
Unlocking Coorporate Power Purchase
Agreements (PPAs)

Aistis Radavičius
CEO, Chairman of the Council

Lithuanian wind power association
Vilnius 2019



19,6

23

13

7,8
5,3

14,6
16

21
22,7

18,7

41

46

38
36

29

0

5

10

15

20

25

30

35

40

45

50

2014 2015 2016 2017 2018

Electricity production (% of final 
consumption)

thermal all RE total production

2014

2015

2016

2017

2018

7,78

7,46

10,1

11,2

12,4

0,15

0,25

1,8

2,5

2,8

-7,6

-7,2

-8,3

-8,7

-9,6

Electricity Import/Export balance (TWh)

Import Export Balance

Lithuanian market outlook

Presenter
Presentation Notes
First, let`s have a quick look at lithuanian power market.
As you see in blue line local production rate keeps on falling for the the last 5 years, at the same time import keeps on rising.
Production felt mainly because of thermal units not producing. 
At the same time power demand is increasing steadily by 3 percent each year.
The gap between demand and production is widening – from around 6 TWh in 2014 to 8 TWh in 2018
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National energy strategy: 100 % electricity and heating from RES by 2050

Presenter
Presentation Notes
This situation, together with sharply fallen wind and solar prices, helped us to convince our decision makers to turn their full attention to renewables.
This resulted in the adoption of NES in June, 2018.



Wind energy production in Lithuania: triple increase by 2030
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What does NES mean for wind?



Positive political developments
National Energy Strategy adopted

in 2018 (103 out of 104 MP`s in 
favour)

NES Implementation Plan 
approved

National Energy and Climate
Change Plan submitted (45 % RES 
in 2030)

New support model (Market Price 
Premium) approved by EC

 Technology neutral tender
conditions ready

 Project pipeline: auction 2019 (0,3 
TWh), auction 2020 (0,7 TWh), 
2021 (0,7 TWh), 2022 (0,7 TWh) 



New support model: unbalanced risks

Previous situation for subsidized wind 
parks:
• Feed in Tariff for produced wind power
• All produced electricity is feeded into

the grid
• No balancing responsibility
• No forecasting responsibility
• 40 % grid connection costs
• No power market effects
• Limited collateral or credit requirements

Current situation for new wind parks:
• Market based pricing
• Full balancing responsibility
• Full forecasting responsibility
• 100 % grid connection costs
• Volatility of Spot market
• Increased wind development causes 

cannibalization effect (increasing cost 
to producers)

• Auction structure does not remove 
price risk. It can be seen as floating 
addition to the realized price

• Need for fixed cash flows (i.e. PPA)
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If compared to what we had until now..

And need for fixed cash flows brings PPA`s in the game.



Definition: Power Purchase Agreement
Power Purchase Agreement - a type of contract that allows consumers (the
offtaker), typically large commercial entities, to form an agreement with a
specific energy generating unit (producer).

Typical characteristics of PPA offtakers:
• Large electricity user (factory, data center)
• Financial stability/credit-worthiness
• Focus on longer timeframes
• Willing to be “first mover”
• Looking to reduce carbon footprint
• Desire to directly create new renewable
supply
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These types of contracts, typically secure a long term stream of revenue for an
energy project by providing the energy off-taker a steady cost of electricity.
So good for both parties.



Two types of PPAs
Virtual PPA

• Financially-settled 
arrangement between
renewable energy project 
and buyer

• Renewable energy project 
and buyer do not need to 
be in same grid region

• Appealing when direct retail 
access is not permitted

• Appealing to buyers that 
have multiple load centers

Physical PPA

• Power is “physically” 
delivered to buyer

• Renewable energy project 
and buyer must be located in 
same grid region

• Limited when direct retail 
access is not permitted
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How the PPA is delivered may vary, but basicall they can be devided in two types in general.




Virtual Power Purchase Agreement
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Let us focus more on virtual PPA as they are more common.



Timeline of the PPA

Initiation of the PPA 
discussion

Case approval 
and signing the 

frame PPA 
agreement

Fixing of 
profiled PPA 

price

COD -
Commercial 

Operation Date
PPA in delivery PPA end of 

delivery

1 – 6 
months

1 – 3 
months

1 
month

6 – 36 
months

10+ 
years

10+ 
years
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It can take around half a year to strike a deal and fix the price, then it takes up to 3 years the contsctruction of the site and then – production and PPA delivery.



Companies - offtakers

Source: http://there100.org/
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Who are these companies that sign such deals?
Well.. There are many and you know them well.



Presenter
Presentation Notes
This is the map showing how the PPA deals distribute by regions. US and Mexico is leading, also UK with mostly solar deals, SW and NL among first movers in Europe, but  this map does not include deals in Norway and Poland. Some examples in South America, Australia, Morocco, India.
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This chart  shows the aggregate amount of PPA deals signed in US and Mexico. The best year was 2015 with 3,2 GW. Wind is most common, but 2016-2017 shows that solar now is on the same level as wind 
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Most of them are big coorporations, thats why its usually called coorporate PPAs.
As most of them were in Americas, recently, we do not have to look very far away for them. Last year, Mercedes Benz has announced Europe’s first automotive PPA with a Polish wind farm. Mercedes Benz will buy electricity generated at the 45MW wind farm to power its manufacturing facility in Jawor, 10km away from the wind farm. 
And just 2 weeks ago, Polish utility PGE has agreed a PPA to build a 5 MW solar farm in southeastern Poland with sulphur mine Siarkopol.
The farm, located near a town of Osiek, would be built on the area belonging to the mine, with start-up scheduled for 2022. 





What we need in Lithuania for PPA`s to be signed?
New RED to come in force:
„Member States shall remove administrative barriers to
corporate long-term power purchase agreements to finance
renewables and facilitate their uptake.“

Changes in local legislation (Electricity Trading Rules)
Remove the requirements for the offtaker to have a licence of
energy provider.

What else?
• PPAs can be signed by all producers (regardless if they

participate in the new auction scheme, or not)
• All producers have to receive Guarantees of Origin (regardless

if they participates in the auction, or not)
• Tax relief for the offtaker to make PPA deals attractive for them

Presenter
Presentation Notes
So what do we need to make PPA reality in Lithuania?



Wind never felt better

https://www.youtube.com/watch?v=WJR8ZC48khc


Projektų vystytojai

Komponentų gamintojai

Turbinų gamintojai

Paslaugų teikėjai

Lietuvos vėjo elektrinių asociacija
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