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Executive Summary

Energy Storage Europe welcomes the Industrial Accelerator Act (IAA) as an important step towards
strengthening European industrial capacity.

The Association supports its objectives, yet raises concerns that require targeted legislative corrections to
ensure that the IAA delivers on its ambitions without inadvertently undermining the deployment of
energy storage.

The paper calls for greater legal clarity across several provisions, including the definition of “Battery
Energy Storage System” and the boundaries between procurement and other support instruments.

It also calls for practical improvements and a gradualintroduction of Union origin requirements. Measures
to support Europe's strategic interests must not deter the non-EU investments needed to build EU
manufacturing capacity.

The overarching message is clear: battery energy storage systems and their value chain are fundamentally
different from those of battery electric vehicles. Hence, any measure designed to strengthen European
industry or ensure (cyber)security must account for the specificities of energy storage systems. The
current proposal does not fully do so, and this paper sets out the corrections needed to address that gap.
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1. Introduction

Energy Storage Europe welcomes the proposal for an Industrial Accelerator Act (IAA) and supports its overall
objective of strengthening industrial capacity, accelerating decarbonisation, and creating stronger lead
markets for strategic clean technologies in the European Union. In particular, we welcome efforts to simplify
permitting for industrial manufacturing projects and for energy-intensive industry decarbonisation projects,
as well as the clarification on the scope of Article 26 of the Net-Zero Industry Act (NZIA) on auctions for net-
zero technologies. At the same time, the proposal raises important concerns for the energy storage sector,
especially with regards to the design and implementation of Union origin requirements, not based on BESS-
specific evidence, and the new regime on Foreign Direct Investments (FDI). For stationary battery storage, the
proposal risks creating legal uncertainty in key areas, including the definition of battery energy storage system
(BESS), counterproductively biased against vertically integrated models and manufacturing equipment, and
the amendment of the NZIA provisions on auctions without corresponding definitions in the different legal
instruments.

In addition, the proposed Union origin requirements could create disproportionate implementation
challenges for utility-scale battery storage if they are introduced too early, designed too rigidly, or applied
without sufficient regard to the current structure of global and European supply chain. A system-level
approach is needed to reflect how BESS actually functions, the relative maturity of different battery
chemistries, while keeping future-proof framework to new ones, and the need to preserve cost-effective
deployment of storage in support of the energy transition without compromising on Europe’s strategic
autonomy and independence from third countries interferences.

This paper therefore sets out a targeted set of recommendations aimed at improving the legal clarity,
proportionality and practical operability of the IAA for the energy storage sector.

The suggestions below are divided between:
e Clarifications on mechanisms and scope to ensure legal certainty;

e Changes in content for practical implementation of the IAA.



2. Clarification of Mechanisms and
Scope for Legal Certainty

The current version of the Industrial Accelerator Act contains provisions that may prove unclear in their scope
and lead to legal uncertainty for the industry.

In this regard, Energy Storage Europe identified several main topics of concern:

o the definition of Battery Energy Storage System (BESS) within the Net-Zero Industry Act (NZIA);
o the consideration of vertically integrated models;

o the scope of the high-risk supplier restriction;

e the definition of “auction”.

2.1 Definition of BESS and of Battery

The IAA introduces a definition of stationary Battery Energy Storage Systems (BESS) in the NZIA, aiming to
apply Union origin requirements to such systems. However, the notion of BESS does not align with the
coverage of batteries in the EU Customs codes and NZIA, to which the IAA proposal refers. Indeed, the use of
the notion of BESS conflicts with the existing NZIA definition of 'battery', which forms the basis for secondary
legislation (Delegated Regulation (EU) 2025/1463) specifying the main components. Moreover, in the proposed
amendments to the NZIA, the reference is to "BESS', without mentioning "stationary”.

As a result, the current framework only partially addresses the components of a BESS, omitting critical
elements, such as inverters and Power Conversion Systems (PCS, which includes the inverter), the Energy
Management System/SCADA, Electric systems etc., that are vital for the functioning of energy assets. However,
adding further components to the list of main specific components should be carefully assessed to prevent
dysfunctional implementation - also considering that procurement of those components will be restricted
already by restrictions on high-risk suppliers and the NZIA Cyber and Data Security criterion (ICT products).

Energy Storage Europe’s Recommendations:

e The notion and scope of “Battery Energy Storage System” (BESS) used in the IAA should be precisely
defined as it may cover additional components compared to the notion of “battery” in the NZIA, such
as the Power Conversion System, EMS/SCADA, and the battery container, and should therefore mirror
the system approach of PV systems as already applicable in the NZIA.

e The provision introducing Union origin requirements should also be brought into alignment with the
definition of ‘stationary battery energy storage system’ to ensure consistency.

e We thus propose a change of definition of ‘stationary battery energy storage system’ to clarify that it
also includes auxiliary components such as the power conversion or equivalent, EMS, battery housing,
SCADA and electrical systems and protection.

e To that end, we also call for an amendment of the Implementing Act to the NZIA defining the main
specific components of a stationary battery energy storage system by adding:

a) the stationary battery energy storage system to the final products list under Storage; and

b) adding the following main specific components:



Main components:

- Battery packs

- Battery modules

- Battery cells

- Cathode active materials

- Anode active materials

- Electrolytes

- Separators

- Current collectors (including thin copper, aluminium, nickel and carbon foils)
- Battery management systems (BMS)

- Battery thermal management systems (BTMS)

- NEW: Battery Energy Management System (EMS)

- NEW: Power Conversion System (PCS, including the inverter) or equivalent
- NEW: Battery Housing

- NEW: Supervisory control and data acquisition (SCADA) or equivalent

e In addition, the definition of “battery container” should be added, to cover the current battery
components under the NZIA, and adding the battery housing main specific component.

e These changes should be made on the basis of Article 46(7) NZIA that empowers the European
Commission to review the list of main specific components of net-zero technology final products. In
the context of revising Delegated Regulation (EU) 2025/1463, the introduction of the elements listed
above under the stationary BESS category should be considered, subject to a careful impact
assessment.

2.2 High-Risk Supplier
The Industrial Accelerator Act introduces additional requirements related to ICT components’ supply (and

beyond) and exclusion of high-risk suppliers; the latter being defined under the Cybersecurity Act (CSA2).

We welcome the European Commission’s efforts to strengthen the resilience and cybersecurity of the
European power system as part of the continent’s critical infrastructure, including by ensuring coherence
between the CSA2 and the IAA files, to prevent implementation gaps and contradictory overlaps.

2.21 Avoiding Duplication Between IAA and Cybersecurity Act

We welcome that the IAA does not introduce additional definitions, but cross-references to the CSA2 and its
applicable provisions. The IAA should not duplicate legislative requirements of the horizontal CSA2 which
already defines:

e high-risk countries; and
e key ICT components in the, i.e., energy infrastructure to determine high-risk suppliers.

Energy Storage Europe’s Recommendations:

e The IAA should reference and use definitions from the CSA2 without adding related but not
homogeneous requirements.



2.2.2 Aligning Timeline Between IAA and Cybersecurity Act

We also highlight that we see the risk that the IAA will be adopted before the CSA2, which would create an
implementation gap for the IAA. A fast legislative process for the CSA2 must therefore be a priority for the
European policymakers, alongside the IAA, to make both legislative packages workable in lock-step.

In general, we recommend that the IAA’s cybersecurity provisions avoid premature references to the still
unadopted CSA2; ensure full coherence with existing EU frameworks without duplicating CSA2 type measures,
clarify the way prohibition measures would be triggered and their perimeter taking into account a sound
market assessment; ensure sufficient and aligned phase-in timeframes with parallel cybersecurity legislation
especially for measures resulting in prohibitions, providing sufficient time for market parties to adapt and to
the needed market alternatives to emerge at scale.

In any case this new criterion should not apply immediately. To avoid disruptions in the build-out of renewable
energies and batteries, both developers and OEMs need a sufficient transition time to adjust their
procurement to alternative suppliers once the list of high-risk suppliers is published.

Energy Storage Europe’s Recommendations:
e The European co-legislators should accelerate the CSA2 legislative process.

e The implementation timeline in the IAA for cybersecurity requirements should be aligned with the
transition periods related to prohibition measures in the CSA2.

e Market participants should then be granted a transition period of at least 2 years to adapt their supply
chain in preparation of auctions. As the list of high-risk suppliers shall be updated regularly, market
participants should again have a transition period of some months before the new list applies to new
auctions.

2.2.3 Definition of High-Risk Supplier

The high-risk notion has an immediate impact on the supply of BESS in all NZIA segments to the entirety of
the volume of auctions and other types of public intervention.

Energy Storage Europe’s Recommendations:

e Energy Storage Europe’s position on CSA2 will be codified in an upcoming position paper on
cybersecurity.

2.3 Definition of Auction

While the current NZIA Article 2 defines the notion of “auction”, the IAA amendment to NZIA article 26 broadens
the subject of Article 26 without correspondingly updating the NZIA definition in Article 2. Indeed, I1AA Article
34 amends NZIA Article 26 so that it covers “Auctions for net-zero technologies” rather than referring to
auctions to deploy renewable energy sources; however, the definition of auction provided by NZIA Article 2 is
still tied to the “production or consumption of energy from renewable sources”. Moreover, the practical
application of the distinction between “procurement” and other mechanisms like “auction” remains unclear
for the BESS sector.



Energy Storage Europe’s Recommendations:

e  Forcoherence, the IAA should include an amendment to NZIA article 2 to align the definition of auction
with the changes brought by IAA Article 34 to NZIA Article 26, as the scope of the latter would change to
“net-zero technologies”.

e In addition, the text should clearly state that capacity market auctions are out of scope, as BESS
competes there with a wide range of other technologies (incl. gas-fired power plants), making a Union
requirement incoherent (and unfair) in that context.

e Overall, the definition of auction or related recitals should clearly provide guidance on:

a) The defining characteristics that place a BESS project under "public procurement" versus an
"auction" or other support scheme; and,

b) Concrete examples of which common BESS use cases (e.g., grid-scale tenders, corporate
PPAs) would typically fall under each category (auction or procurement). This clarity is

essential for effective market navigation and compliance planning.

2.4 Coverage of FTA and GPA Countries

Under the current provision of the IAA, net-zero technology originating in FTA and GPA countries are treated
as equivalent to products manufactured in the European Union. We welcome this broadening of the Union
origin requirement to trusted partner countries, as this ensures sufficient manufacturing capacity from this
extended Union scope while ensuring a high level of cost competitiveness. The lack of clarity on what
constitutes “relevant obligations” to be included in the FTA/GPA, and the “opt-out” provision of the European
Commission via implementing legislation does however create uncertainty on the scope of countries that will
ultimately be covered. It is critical that the European Commission provides clear guidance to countries covered
at an early as possible stage, so industries have clarity about their supply chain organisation.

Energy Storage Europe’s Recommendations:

e The European Commission should provide clear guidance on the countries considered Union origin
equivalent, and what set of technologies are covered by relevant agreements

e  The European Commission should set up such a list of countries and technologies already during the
legislative process.

2.5 Exclusion of Services

There is currently ambiguity as to whether services provided by BESS fall within the scope of the procurement
provisions under the NZIA, with Recital 76 suggesting potential inclusion, while Article 34(3)(a) of the IAA (NZIA
Annex Il Part 1) appears to limit the scope to final products. This lack of clarity is particularly relevant in the
context of grid services where procurement procedures do not involve the purchase of BESS hardware, but
rather of system services. Applying Union origin requirements to such services would be very complex and
burdensome, as they are usually provided by a portfolio of assets, difficult to unbundle.

Energy Storage Europe’s Recommendations:

e The European Commission should clarify that the procurement provisions under the NZIA apply
exclusively to the purchase of final products, and do not extend to services provided by BESS, including
frequency and non-frequency services.



2.6 Notion of Union Origin

The proposal creates legal uncertainty for battery energy storage systems (BESS) by requiring that the finished
BESS be of Union origin, without clarifying what this means in practice.

In previous drafts, the requirement for Battery Energy Storage Systems (BESS) was centred on "assembly"
within the EU. The latest proposal, however, refers to "EU origin" for requirements on BESS, while
requirements on electric vehicles and their components retain the “assembly” wording. Accordingly, this
raises doubts about what constitutes “EU origin” for a complete BESS under the IAA.

In particular, it is unclear whether Union origin is meant to refer to the country of final assembly or whether it
should be assessed under the EU’s non-preferential rules of origin (i.e., based on the origin of key components
and value-added). If the latter interpretation applies, a BESS assembled in the Union from imported cells could
still fail the Union origin test, which could make the finished-product requirement significantly stricter and
less workable than intended, with major implications for the sector and the deployment of energy storage.

Energy Storage Europe’s Recommendations:

e TheEuropean co-legislators should clarify the definition of “Union origin” in the IAA and related recitals
to provide a clear explanation of what constitutes "Union origin" for a complete stationary BESS under
the IAA.

e Accordingly, the European co-legislators should clarify whether the requirements on stationary BESS
are satisfied where the battery container is assembled in the Union, and avoid leaving compliance to
uncertain customs-origin interpretations.
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3. Changes for Practical
Implementation

3.1 Changes Regarding Union Origin Requirements

Our association is calling for changes to the application of Union origin requirements to net-zero technologies,
specifically BESS. These changes concern the timeline of the introduction, the extent, and to what procedures
they should apply.

3.1.1 Timeline of Introduction of Union Origin Requirements

The design and timing of Union origin requirements will be decisive for whether the IAA supports, or instead
unintentionally slows down, the deployment of battery energy storage systems in Europe. In the battery
sector, European supply chain remains uneven across components and market segments, and current
domestic production is not ready to absorb a rigid or overly accelerated localisation requirement without
major cost and deployment impacts. It is therefore essential that any Union origin requirements be introduced
gradually, based on a realistic market conditions and actual industrial capacity, and in a way that reflects how
BESS functions as a system rather than focusing too narrowly on components alone.

With more than 80% of battery cells being imported from third countries and the EU domestic production
being centred on EV-batteries, relocated production in Europe even partially cannot reasonably be achieved
on a short timeline.

Union origin requirements must be carefully designed not to risk undermining the business case for BESS. The
utility-scale BESS segment is highly price- and supply-sensitive. Current market challenges already affect
deployment. The timeline and design of Union origin requirements should not exacerbate these issues, so that
it does not delay the energy transition and increase financial burdens.

Energy Storage Europe’s Recommendations:

e The European co-legislators should ensure that the introduction of Union origin requirements for
batteries follows a clear impact assessment, ensuring a timely application that does not undermine the
deployment of stationary BESS, and thus of renewable energy sources. Also considering the cells’
needs for other segments and technologies on which Union-origin requirements would apply.

e Hence, Union origin requirements should start only after a 2-year transition period and should initially
include the assembly of the battery container and one additional main specific component of the
stationary BESS. Adding further union origin requirements (i.e. additional components) should be
subject to a comprehensive assessment of NZIA criteria according to Art. 26 (8).

3.1.2 Scope of Union Origin Requirements

The IAA must ensure a balanced application of requirements, as introducing overly strict Union origin
requirements could lead to disruption in the supply chains or at least increased costs for an emerging sector
already facing regulatory hurdles, especially utility-scale BESS at a time when the need for flexibility solutions,
where BESS plays a key role, is increasing across Europe. To prevent further detrimental side-effects, there
must be a coherent and clear technological scope, geographical understanding of “Union origin”, and
harmonised application across the EU.
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Technological Scope

It is critical to stress that battery cells in EVs and in stationary BESS sectors have become distinctly different
technology classes over recent years. This critical technology development has not been properly reflected in
the Commission Impact Assessment published alongside the IAA.

BESS functionality depends on system components (e.g., Power Conversion Systems (PCS), SCADA, Energy
Management Systems) more than battery cells alone. These components often have stronger EU supply chains
and higher value-added/cybersecurity profiles, but also safety and grid compliance. A system-level approach,
similar to the NZIA’s treatment of PV systems, should be adopted, prioritising components like EMS and PCS
for critical infrastructure. Consequently, in vertically integrated BESS manufacturing, listed main specific
components (Energy Management System and Power Control System e.g.) may be integrated into higher-level
assemblies. To ensure no penalty for vertical integration models, each listed component counts
independently for resilience assessment purposes, regardless of its incorporation into a superior hierarchical
component.

The Industrial Accelerator Act must provide an unambiguous acknowledgment of manufacturing equipment
as counting toward content requirements. Without the proprietary machinery designed and built for the
exclusive purpose of manufacturing each specific component listed in the Annex below, the technology can
simply not be made. Recognition of “specific machinery” as part of content requirement should not be left to
national authorities’ acceptance (as it is currently the case in the NZIA), who are ill equipped to make such a
decision. This requires an explicit reference to “specific machinery” into the text.

If the introduction of Union origin requirements is envisioned, it should cover first components such as
the power conversion systems, SCADA, and Energy Management Systems (see point 1.1.1 above).

For the purposes of NZIA resilience criteria, components listed in Annex | and relevant secondary
legislation should be taken into consideration to ensure that vertically integrated models are not
penalised.

Annex Il should explicitly include manufacturing equipment as eligible for domestic content
calculations. This avoids leaving the assessment to Member States, who may undervalue its critical role
in BESS manufacturing.

Geographical scope

At an as early as possible stage, it is critical to understand which countries are covered under FTA and GPA
scope extension to qualify as Union origin equivalent manufacturing locations. This will provide industry with
clarity about their supply chains and lower the pressure on Union origin requirement from a supply chain
availability and cost-competitiveness perspective (see point 1.1.4 above).

The European Commission should provide clarity as soon as possible on the scope of coverage for net-
zero technologies of FTA and GPA countries. Working with Europe’s trusted partners can create stronger
diversification and economic security of supply chains, lowering cost and increasing supply compared
to an EU only approach. As long as this clarity is not provided, industry cannot validate their existing
and future supply chains against the emerging IAA requirements.



3.1.3 Protection of Emerging Technologies

The IAA currently approaches battery energy storage systems as if they formed a single, homogenous product
category. In reality, the storage sector includes battery chemistries and technologies at very different levels of
maturity, scale, and industrial readiness.

Applying the same Union origin obligation to all battery storage categories, regardless of their level of
commercial deployment, would risk penalising emerging technologies before they have reached the scale
needed to justify industrial localisation. Producers of emerging solutions cannot always justify expanding
production in Europe to comply with Union origin requirements, needing a stable project pipeline before
justifying such an expansion.

A more differentiated approach is therefore needed to avoid stifling innovation and undermining the future
diversification of the EU battery storage value chain.

Energy Storage Europe’s Recommendations:

e To align with the Act’s objectives while supporting early-stage technologies, European co-legislators
should ensure that Union origin requirements apply only to commercially scaled battery chemistries,
defined as those with over 5 GW of global deployment.

3.1.4 Automatic Exclusion of Economic Operators from Third Countries

The IAA proposal combines two distinct tools in the same procurement procedures: Union origin requirements
for the products concerned, and an automatic operator-exclusion rule for certain third-country bidders.

IAA Article 11(1) and IAA Article 34(4) inserting NZIA Article 25(a) provide that, for the sectors covered by Union
origin requirements, “Contracting authorities and contracting entities shall exclude from access to
procurement procedures [...] tenders submitted by economic operators owned or controlled by an entity
established in third countries which have not concluded an international agreement with the Union
guaranteeing such access.”

The introduction of this operator-exclusion rule solely on the basis of ownership or control runs counter the
logic of the Union origin requirements and the objectives of the IAA itself.

Excluding operators from procurement markets is counterproductive when it triggers the risk of catching
within its scope EU-established subsidiaries of third-country groups. This clearly reduce the attractiveness of
investing in EU-base manufacturing capacity, even where those subsidiaries contribute to Union production,
jobs and value creation, since they could still be excluded from procurement markets despite producing in the
EU.

Moreover, the geographical scope of “Union Origin” is itself affected by the existence of international
agreements. Under IAA Article 8(1), content originating from third countries with which the Union has
concluded an agreement establishing a free trade area or a customs union, or that are parties to the Agreement
on Government Procurement, is deemed to be of Union origin where relevant obligations exist. Against this
background, the exclusion provisions of IAA Article 11 and Article 34(4) create an additional access restriction
thatis:

e Redundant because the Union origin framework already determines which product may benefit from
equivalent treatment.

e Counterproductive because excluding operators solely on the basis of third-country ownership or control
may undermine inward investment into Union manufacturing without improving the targeting of Union
origin requirements.
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Energy Storage Europe’s Recommendations:

e European co-legislators should amend the automatic exclusion mechanism in IAA Article 11 and Article
34(4) revising NZIA Article 25(a), clarifying that entities established in the Union and manufacturing
locally are not targeted by such mechanism. It would otherwise detrimentally affect Union
manufacturing capacity, supply chain resilience and productive investments in the Union.

3.1.5 Application of NZIA & Union Requirements to Auctions

IAA article 34 would amend NZIA Article 26 to increase the share of annual net-zero technology auctions to be
covered by non-price criteria to 40% or minimum 8 GW, instead of 30% or minimum 6 GW foreseen by NZIA.

The proposed extension of non-price criteria in auctions deserves particular caution. Auctions are often used
to allocate support in a cost-sensitive way and can play a key role in building a viable project pipeline for
certain technologies. Expanding too quickly the share of auctioned volumes subject to Union origin
requirements or other non-price criteria may risk increasing costs, reducing participation, and distorting
competition before the industrial conditions for compliance are in place. Especially for utility-scale battery
storage, where deployment remains highly sensitive to investment costs and supply-chain flexibility, the
design of auctions requirements should therefore remain proportionate and evidence-based.

Energy Storage Europe’s Recommendations:

e Energy storage, when competing in the same auctions with other technologies not subject to Union
requirements, should not be penalised in the award criteria of the auction from a competitiveness
perspective.

e The European Commission should provide clear guidance to avoid unfair competition from
technologies without Union origin requirements at the expense of technologies that have them.

e The Clean Industrial Deal State Aid Framework (CISAF) should include the application of non-price
criteria in auctions for non-fossil flexibility, to incorporate the IAA provisions.

e Market participants should be granted a transition period equivalent to the one envisaged in the CSA2
and of at least 2 years to adapt their cyber and data security pre-qualification rules. As the list of high-
risk suppliers shall be updated regularly, market participants should again have a transition period of
some months before the new list applies to new auctions.

3.1.6 Avoiding Fragmentation for Cost-Efficient Transition

Investment in EU manufacturing capacity only happens if there is clarity about the rules applied to the product
and its access to the market as a whole. To avoid fragmentation of the internal market, the EU should provide
Member States with harmonised rules on production-relevant criteria, including carbon-footprint
requirements and any national content rules applicable to BESS. Allowing Member States to set divergent
criteria risks creating national derogations, increased administrative complexity, and market barriers.

The current wording of the NZIA, e.g. in its Article 26 that allows Member States to develop their own wide
range of non-price criteria, possibly different across Member States’ application, should therefore be revised.
This possibility of a wide variety in national implementation or interpretation of rules should not be replicated
in the Industrial Accelerator Act.

14



Energy Storage Europe’s Recommendations:

e The Net-Zero Industry Act provisions should be revised to ensure consistency with the IAA definitions
of non-price criteria for auctions, to prevent Member States from introducing parallel criteria that
deviate from Union rules.

e European co-legislators should not change the IAA proposal by allowing variable application of I1AA
Union origin, to keep the unity of the European Internal Market.

3.1.7 Application of Union Origin & NZIA Requirements in Public Procurement

The scope of the proposed Union origin requirements in public procurement should also be carefully
calibrated. In the battery sector, extending such requirements beyond clearly defined public procurement by
the State and applying them to private or semi-private entities falling under procurement rules could create
significant distortions.

In liberalised or competitive markets, this may affect companies that compete within the same sector but face
different compliance constraints, thereby undermining fair competition and slowing down project delivery.
The objective of strengthening EU manufacturing should therefore be pursued in a way that does not
disproportionately burden market-based deployment of storage.

Energy Storage Europe’s Recommendations:

e Union origin requirements in the BESS sector should only apply to State-level public procurement and
public support schemes, and exclude private-sector entities merely falling within the scope of the
procurement directives where this would distort competition in liberalised markets.

3.1.8 Exemptions to Application of Union Origin Requirements
Minimum economic operators’ participation

It is key to ensure sufficient competition and avoid single-supplier dependence. Exemption rules should
therefore guarantee meaningful competition by requiring the presence of several credible, comparable
economic operators.

Energy Storage Europe’s Recommendations:

e The minimum number of comparable economic operators that would trigger an exemption under IAA
Article 11(3) and the corresponding NZIA-amending provisions introduced through IAA Article 34
should be changed to three.

Lack BESS-specific justification for domestic content exemption threshold

The Impact Assessment Report underpinning the 1AA is misleading for stationary BESS, as its estimated +16-
30 €/kWh cost increase for EU-made systems is derived from studies designed for EV battery packs, not storage
applications. These findings cannot be used to justify domestic content exemption thresholds for BESS, whose
cost structures and supply chains differ significantly.

Energy Storage Europe’s Recommendations:

e The proposed exemption thresholds at 25% for public procurement (IAA Article 34(4) and at 20% for
auctions/support schemes (IAA Article 34(5)) should be changed based on BESS-specific evidence.
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3.1.9 Extension of Union origin via Free Trade agreement

The IAA’s treatment of third countries under the notion of Union origin requires clarification, in particular for
public procurement. The proposal extends the possibility of treating certain third country products as
equivalent to Union origin products where the Union has concluded an agreement establishing a Free Trade
Area (FTA) “where relevant obligations of the Union exist under that agreement” (IAA Article 8 Article 9, and
Article 34(6)).

However, there is no clarification about what the notion of “relevant obligation” precisely encompasses here,
and what would be the minimal criteria to qualify. Accordingly, companies may face significant uncertainty
assessing whether products from a given third country are eligible under the IAA provisions. This is highly
problematic in highly international supply chains such as battery energy storage, and jeopardises investment
decisions. In addition, procurement strategies are inherently long-term and developers need sufficient
predictability to adapt and plan in line with future requirements.

Energy Storage Europe’s Recommendations:

e European Commission should clarify as soon as possible what constitutes “relevant commitments” for
the purpose of IAA Article 8, 9 and 34(6), so that industries can assess with legal certainty whether
products from a given third country may be treated as of Union origin.

e  European Commission should publish a list of countries that are considered eligible to procure from
under IAA provisions. This would harmonise IAA implementation across the EU and significantly reduce
unnecessary risks in procurement operations.

e To avoid bottlenecks, cost increases for consumers and strengthening trade relations with key
international partners it is essential to maintain the geographical scope for third country origin that is
deemed equivalent to Union origin, i.e. customs union members and free trade agreement partners
(including EEA and UK, Canada etc).

3.2 Changes Regarding Foreign Direct Investments (FDI)

The proposed foreign direct investment (FDI) regime reflects a legitimate objective: strengthening the
resilience of strategic industrial value chains in the European Union.

However, in the battery energy storage sector, this objective must be balanced against the EU’s continuing
need for large-scale investment, industrial partnerships, technology transfer, and commercially viable joint
ventures. The EU battery energy storage value chain is still developing under significant cost and regulatory
constraints, and an overly restrictive FDI framework could unintentionally deter precisely the investments
needed to build domestic manufacturing capacity, and next-generation know-how

The new regime should therefore be assessed not only against security and resilience objectives but also
against its likely effect on the industrial scale-up of battery energy storage in Europe.

3.2.1 Restriction on IP, Licensing and Materials

The proposed conditions attached to foreign direct investment raise particular concerns where they touch on
intellectual property, licensing arrangements, R&D localisation and sourcing obligations. In high-technology
sectors such as battery storage, access to proprietary know-how, protected designs, advanced materials, and
integrated supply arrangements is often a precondition for investment and industrial cooperation.
Requirements that are too rigid in these areas risk discouraging investment, increasing production costs and
reducing the attractiveness of the EU as a location of manufacturing partnerships.
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Energy Storage Europe’s Recommendations:

e European co-legislators should investigate how to balance fair restrictions on IP/licensing and input
sourcing, and the promotion of joint ventures and industrial partnerships.

3.2.2 Ownership Cap

The proposed ownership and notification thresholds require careful reconsideration. In sectors such as
battery energy storage, foreign direct investment may take the form of joint ventures, industrial partnerships
and phased participation structure rather than simple majority acquisition. A rigid ownership cap or a low
notification threshold may therefore capture commercially necessary arrangements that do not in themselves
create a strategic risk, while at the same time increasing complexity, compliance burdens and transaction
uncertainty.

If the objective is to support the development of EU manufacturing capacity, the FDI regime should remain
proportionate and should not discourage the very partnerships needed to scale up the battery energy storage
value chain.

Energy Storage Europe’s Recommendations:

e The European co-legislators should review the 49% foreign ownership cap and 30% notification
threshold to avoid discouraging strategic investment in the EU battery sector. At a minimum the
thresholds should be calibrated to preserve commercially viable joint-ventures and avoid triggering
disproportionate review obligations for investments that do not create a meaningful strategic risk.
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4. Conclusion

The Industrial Accelerator Act represents an important policy opportunity to reinforce the EU’s strategic
autonomy in clean technology manufacturing while sustaining the pace of the energy transition. For battery
energy storage, however, this opportunity can only be realised if the Act is designed with precision,
proportionality, and a clear understanding of the sector’s current industrial realities.

As set out in this paper, the proposals in their current form contain significant areas of legal uncertainty,
particularly around the definition of BESS, the concept of Union origin, and the relationship between
the IAA and the Cybersecurity Act, that must be resolved before the Act can be applied with confidence by
market participants, contracting authorities, and national administrations alike. Without these clarifications,
the 1AA risks generating compliance uncertainty that increases costs and delays investment, contrary to
its stated objectives.

At the same time, the pace and scope of Union origin requirements must be calibrated to match the
industrial capacity available. The EU battery storage supply chain is still maturing, and applying
requirements that outpace manufacturing readiness will not build European industrial strength, it will simply
raise costs, reduce competition, and potentially slow the deployment of the renewable energy flexibility
that Europe urgently needs. A gradual approach, starting with a two-year transition and focusing first
on components where European supply chains are strongest, is both more realistic and more effective in
building long-term resilience.

Energy Storage Europe also calls on co-legislators to ensure that the IAA does not inadvertently deter the
foreign investment and industrial partnerships on which the build-out of EU battery manufacturing depends.
The automatic exclusion of third-country-owned operators from procurement procedures and overly
restrictive FDI thresholds risk excluding commercially essential arrangements that contribute to EU
production, employment and value creation, without meaningfully improving strategic security outcomes.

The recommendations in this paper are designed to make the IAA workable for the energy storage sector while
fully supporting its industrial policy goals. Energy Storage Europe stands ready to work with the European
Parliament, the Council, and the European Commission to ensure that the final text of the Act delivers a
framework that is legally certain, technically sound, and fit for purpose in supporting Europe’s energy
transition and industrial ambitions.
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About the Energy Storage Europe:

Energy Storage Europe is the leading member-supported association representing organisations
active across the entire energy storage value chain. The Association supports the deployment of
energy storage to further the cost-effective transition to a resilient, carbon-neutral, and secure
energy system. Together, Energy Storage Europe members have significant expertise across all
major storage technologies and applications. This allows us to generate new ideas and policy
recommendations that are essential to build a regulatory framework that is supportive of

storage.

For more information, please visit www.energystorageeurope.eu
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Disclaimer:
This content was elaborated by the Energy Storage Europe and reflects a consolidated view of
its members from an energy storage point of view. Individual Energy Storage Europe members
may adopt different positions on certain topics from their corporate standpoint.
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Contact: Secretariat | info@energystorageeurope.eu
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