
PROCUREMENT GLOSSARY

Energy price surcharge: price
adjustment amid rising energy
costs
The energy price surcharge is a contractually agreed or unilaterally announced price increase

by which suppliers pass on increased costs for electricity, gas or other energy sources to their

customers. It is particularly widespread in energy-intensive industries such as metal

processing, plastics technology, chemicals and glass manufacturing. For buyers, the

surcharge is a challenge because it often appears outside regular price negotiations and

affects the costing of ongoing orders. Structured contract and claim management determines

whether, and to what extent, such surcharges have to be accepted.
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Key facts at a glance

01 An energy price surcharge is a temporary price adjustment to pass increased energy

costs on to the customer.

02 It should always be tied to a transparent calculation basis, a defined period and a

repayment condition.

03 Without contractual price adjustment clauses, unilaterally invoiced surcharges are

frequently unenforceable.

04 Typical triggers are energy price crises, supply shortages and political interventions

such as levies or apportionments.

05 In practice, the surcharge is often in the single-digit percentage range of the order

value, but can be considerably higher in extremely energy-intensive processes.

06 A price actual-vs-target comparison and a clean spend analysis help to quantify the

actual burden imposed by surcharges.
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Definition: energy price surcharge

The energy price surcharge is a temporary price addition that suppliers charge in addition to the

agreed purchase price in order to compensate for increased energy costs. It differs from a permanent

price increase in that it is tied to a specific cost increase and, in most cases, to a limited period.

Distinction from other price surcharges

The energy price surcharge belongs to the family of raw material and cost surcharges, alongside, for

example, fuel surcharges or material surcharges. While general inflation compensation is applied as a

flat rate, the energy price surcharge relates to a clearly identifiable cost driver. In the total cost of

ownership calculation, it must therefore be shown as a separate cost block in order to preserve the

comparability of offers.

Legal classification

As a general rule under German civil law, agreed fixed prices are binding. A unilaterally demanded

surcharge is difficult to enforce without a contractual basis, but it can strain the supplier relationship.

Price adjustment clauses are permissible if they are sufficiently specific and the price increase has

actually occurred. In individual cases, frustration of the basis of the contract or statutory price

regulations may also come into play; the assessment should always be reviewed legally.

Origins and typical triggers

Energy price surcharges arise when a supplier's energy procurement costs change so significantly that

the original costing no longer holds. They are thus a mirror image of energy price developments on the

supplier's procurement markets.

Market price fluctuations and supply crises

Sharp rises in gas and electricity prices, for example following supply interruptions or geopolitical

upheavals, typically lead to a wave of surcharge requests. Shortages of critical materials also intensify

the pressure, because suppliers attempt to compensate for further cost increases via surcharges.

Buyers should then check whether the claimed cost driver is plausible and what share energy actually

represents in the value added of the part.

Political and regulatory factors

Taxes, apportionments, network charges or CO pricing change energy costs independently of the pure

market price. Such regulatory components are usually well documented and therefore easier to verify

than claimed purchase prices. For the assessment under the company's own procurement guidelines, it

is important whether the surcharge is offered uniformly to all customers or negotiated selectively.
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Contractual design: methods and approach

The most important lever against retrospective surcharge claims lies in contract design. Price fixed

agreements, adjustment mechanisms and evidence obligations should already be regulated at the

tendering stage.

Formulating price adjustment clauses clearly

An effective clause defines the reference index (e.g. a published electricity or gas price index), the

reference date, the adjustment formula, a cap and the deadline for notifications. It should also be

agreed that falling energy prices lead to an equivalent reduction. A surcharge scenario with staggered

triggers prevents discussions over minor fluctuations and creates planning certainty for both parties.

Weighing spot purchases vs. framework agreements

When weighing spot purchases vs. framework agreements, in crisis periods the trend among many

buyers is initially towards spot purchases in order to avoid fixed-price risks. In the long term, however,

framework agreements with indexed prices secure security of supply and calculable adjustments. A

mixed strategy with partial hedging via forecast management and realistic planning horizons has

frequently proved successful in practice.

Agreeing evidence and justification obligations

As a buyer, demand disclosure of the cost basis underlying the surcharge, for example the share of

energy in manufacturing costs and the index value used. Where the supplier's know-how is sensitive, a

confidentiality level can be agreed so that cost data remains protected but verifiable. Without a

verifiable basis, every surcharge is a pure negotiation position.

Key KPIs and assessment approaches

To prevent surcharges from silently eroding margins, buyers need metrics that make the level, duration

and contract compliance of surcharges measurable.

Key figures at a glance

Key KPIs are the surcharge rate as a percentage of procurement volume, the surcharge duration in

months, and the share of suppliers who provide evidence of surcharges in accordance with the

contract. In addition, the price actual-vs-target comparison shows how far the effective purchase prices

deviate from the contractual target prices. A regular spend analysis across all product groups reveals

where surcharges are accumulating and where there is negotiation potential.

Process metrics and tracking

Alongside price KPIs, process metrics matter: how quickly are surcharge claims reviewed, how high is

the rejection rate without evidence, and how many invoices with non-agreed surcharges are rejected?

A structured sourcing pipeline helps to carry recurring surcharge issues into the next round of
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negotiations. The quality of vendor master data also determines whether surcharges are correctly

allocated in invoice verification and controlling.

Risks, controls and handling in day-to-day business

Unclear surcharges carry commercial, legal and supplier-related risks. Without clear rules, margin

losses, back payments and disputes up to supply failures threaten.

Financial and legal risks

The greatest risk is tacit acceptance: anyone who pays an invoice with a non-agreed surcharge

weakens their position and establishes a precedent. Surcharges invoiced twice or charged on beyond

the agreed period also occur in practice. Controls focus on invoice verification, on reconciliation

between purchasing and accounts payable, and on regular contract audits.

Operational risks in the supply chain

Surcharge disputes can lead to late deliveries; a delivery reminder is then often only the final step in an

escalated situation. With just-in-time supply or a Kanban system, a supplier-side production stoppage

over open surcharges hits manufacturing directly. Buyers should therefore identify escalation routes

and alternative sources in the sourcing pipeline early, before negotiations stall.

Managing changes to ongoing orders

Where a surcharge requires a contractual basis for running call-offs, negotiate consistently via

purchase order changes rather than individual invoices. Every change should be documented, filed in

the contract repository and tracked in the master data. This keeps the status transparent for all parties

involved and robust for the next planning horizon.

Current developments and recommendations for action

Energy prices remain volatile even after crisis peaks; regulatory requirements on energy efficiency and

decarbonisation are permanently changing the cost structure of the supplier industry. Surcharge issues

are therefore becoming a recurring element of supplier management rather than the exception.

Digitalisation of surcharge management

Several companies are moving price commitments, index formulas and evidence into digital contract

and supplier portals. A well-maintained contract repository makes adjustment clauses findable, and

automated actual-vs-target comparisons reveal deviations at an early stage. Within the framework of a

joint business plan (JBP), energy efficiency can also be established as a joint topic area, for example

through investment commitments from the supplier in return for temporary acceptance of surcharges.

Strategic procurement responses

Proven responses include the use of volume rebates to offset temporary surcharges, spreading
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procurement across several regions with different energy mixes, and a higher degree of part

standardisation to facilitate supplier changes. For very energy-intensive parts, the relocation of

individual process steps can also be examined. Self-billing agreements with a clear price structure

simplify the settlement of agreed adjustments.

Typical metrics

Metric Typical value

Surcharge rate typically 1–8% of procurement volume

can be higher in extremely energy-intensive processes; always

interpret against the product group spend analysis

Evidence rate > 90%

share of surcharges with a complete calculation basis; below this

there is negotiation or rejection potential

Surcharge duration 6–12 months

usual guideline for temporary agreements; longer-running surcharges

should be critically reviewed

Recovery rate > 80%

share of surcharges clawed back after an index decline; a measure of

supplier contract compliance

Practical example

A mid-sized mechanical engineering company received a flat-rate surcharge demand of around eight

per cent on running framework orders from a stamping and bending supplier after the start of the

energy price crisis, without evidence and without an end date. Since the framework agreement

contained no price adjustment clause, procurement rejected a flat-rate payment but agreed a

temporary, index-linked transitional solution.

Evidence of the energy cost ratio by means of an anonymised cost breakdown schedule under an

agreed confidentiality level

Limitation of the surcharge to twelve months with clawback in the event of an index decline and a

cap of four per cent

Rejection of unsubstantiated invoice surcharges via invoice verification rather than acceptance in

day-to-day operations

Inclusion of a surcharge scenario with an index formula in all follow-up framework agreements and

filing in the contract repository
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Conclusion

The energy price surcharge is not an isolated case but a recurring instrument of risk allocation between

supplier and customer. What matters is not whether surcharges occur at all, but whether they are

contractually regulated, evidence-based and temporary. Buyers who anchor adjustment mechanisms,

evidence obligations and clawback arrangements early retain control over their purchase prices.

Supplemented by KPIs such as price actual-vs-target comparison and spend analysis, a crisis

response becomes a manageable cost control process. Those who additionally maintain alternative

sources and escalation routes negotiate from a stable position.

Frequently asked questions

? Is a supplier allowed to simply invoice an energy price surcharge?

Without a contractual basis, this is generally not permissible, as agreed fixed prices are binding.

The supplier can only offer an adjustment, and the customer can accept or reject it. Exceptions may

arise from price adjustment clauses or, in rare cases, from frustration of the basis of the contract

(Wegfall der Geschäftsgrundlage). The specific assessment depends on the individual case and

should be reviewed legally.

? How should a buyer respond to a surcharge claim?

First check the contractual basis: is there a price adjustment clause, and which index and which

period apply? Then request and verify the plausibility of the calculation basis, for example the

energy share of manufacturing costs. Without credible evidence, the claim should be rejected; if it is

justified, negotiate a temporary, index-linked solution with a cap.

? How long may an energy price surcharge remain in force?

In practice, temporary solutions with terms of typically six to twelve months are agreed. It is

important to have a defined end date or an automatic adjustment to the reference index, so that the

surcharge does not become a permanent price increase. A clawback mechanism for falling energy

prices should also be agreed.

? What should an energy cost price adjustment clause contain?

It should govern the reference index, the reference period, the calculation formula, a threshold, a

cap, the notice period and the duration of validity. In addition, an obligation on the supplier to

provide evidence is recommended, as well as a symmetrical effect when prices fall. Vague

formulations such as 'reasonable adjustment' are known to lead to disputes.

? Which industries are particularly affected?

Above all, energy-intensive manufacturing processes such as aluminium forming, glass

manufacturing, electroplating, plastics extrusion and heat treatment. Here, the energy share of

manufacturing costs can reach double digits depending on the process. Steel processing and

chemicals also frequently see such surcharge mechanisms.
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? How can the surcharge be controlled and measured in procurement?

Via KPIs such as surcharge rate, surcharge duration and evidence rate, as well as a regular price

actual-vs-target comparison. A spend analysis shows in which product groups and with which

suppliers surcharges are accumulating. Contract changes should be negotiated via purchase order

changes and documented in the contract repository.

Find the right suppliers on Amplifa

Verified industrial suppliers in Germany, Austria and Switzerland. Describe your requirement and

receive comparable offers.

amplifa-marketplace.com
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