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Understanding Power 
Purchase Agreements





Africa’s power deficit is well documented. The global surge in efforts to electrify the con-
tinent has been reflected in the number of requests for assistance received by the Facili-

ernments require an understanding of these fundamental agreements that lie at the heart 

significance and impact of these long-term agreements. The outcome is to provide those 

Government decision-makers, officials involved in the negotiation of PPAs, private sector

core contractual terms that make a PPA “bankable”, will find this resource very valuable.
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Foreword
Elec ​tric​ity dri ​ves the en ​gine of op ​por​tu​nity in the mod ​ern world. It al ​lows

our chil ​dren to study by light. It pow ​ers the in​no​va ​tion in our fac​to ​ries.

From telecom ​mu​ni​ca ​tions to trans ​porta​tion, power is es ​sen ​tial to vir​tu​ally

every as​pect of our in​creas ​ingly dy​namic and in​ter​con​nected world. As a

re ​sult, in​vest​ment in power in​fra​struc​ture must be a part of any strat ​egy

for eco​nomic de​vel ​op ​ment. This is true for both broad eco​nomic growth

ini​tia​tives in emerg ​ing coun​tries and tar ​geted rural growth ini​tia​tives in

de ​vel ​oped coun ​tries.

The trans ​for​ma ​tional na​ture of power pro​jects does, how ​ever, come with

risks. Given that power pro​jects are most es ​sen ​tial where there is a power

short​age in the mar ​ket, these pro​jects often rep ​re​sent a pi ​o​neer​ing level of

in​vest​ment and fi ​nan​cial com ​plex ​ity in these mar ​kets. As a re ​sult, it has be​-
come com​mon place to adopt a durable agree ​ment that ce ​ments the pre ​-
dictabil ​ity and dura ​bil ​ity that is needed for any long term busi​ness ven ​ture.

This agree​ment is called the Power Pur​chase Agree ​ment (PPA) and has

helped to drive the growth and de​vel ​op ​ment of in​de​pen ​dent power pro​-
jects around the world.

This hand​book is in​tended to pro​vide an overview of PPAs and the oblig ​a​-
tions, risks and reme ​dies that are found within them.  Our group of au​-
thors, all whom con ​tributed their time on a pro-bono basis, in​cludes con​-
trib ​u ​tors from gov ​ern​ments, de​vel ​op ​ment banks, pri​vate banks and lead ​-
ing in​ter​na​tional law firms. Our hope is that by pro​vid​ing per ​spec​tives

from all sides of the PPA ne ​go​ti ​a​tion process, we can pre​sent the reader

with a bal ​anced un ​der​stand ​ing of the chal​lenges in​volved in PPAs and an

in​sight into the prac ​ti ​cal re​al​ity of over​com ​ing these chal ​lenges when ne ​-
go​ti ​at ​ing these com ​plex agree ​ments. More than any​thing, we want to com ​-
mu ​ni​cate to the reader that the key to a suc​cess​ful PPA is to aban​don the

as ​sump​tion of an ad​ver ​sar​ial process and to adopt in ​stead a strat​egy of co​-
op​er​a​tion and co​or​di ​na​tion. It is only through this bal​anced ap ​proach that

the risks can be mit​i​gated and the re​wards re ​alised for all par ​ties in ​volved.

The hand​book was pro​duced using the Book Sprint (http://​www.​
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The hand​book was pro​duced using the Book Sprint (http://​www.​
booksprints.​net/​) method, which al ​lows for the draft​ing, edit​ing and pub​-
lish​ing of a com​plete prod​uct in just five days. Our jour​ney began with a

spir​ited dis ​course and quickly pro​gressed to a fu ​ri​ous pace of writ ​ing with

oc​ca​sional in​ter​rup ​tions for the in​tro ​duc​tion of bril ​liant ideas and crit ​i​cal

in​sights. There was a sur​pris​ing amount of con​sen ​sus on some top​ics and

an un ​ex​pected level of de​bate on oth​ers. The out ​come is a prod ​uct that re​-
flects this team​work rather than the per ​sonal opin ​ions of the au​thors or

the in​sti ​tu​tions that they rep​re​sent.

We would like to thank our Book Sprint fa​cil​i​ta​tors Faith Bosworth and

Laia Ros Gasch for their pa​tient guid​ance and un​wa​ver​ing lead​er​ship. We

would also like to thank the off​site Book Sprint team, in​clud​ing Hen​rik van

Leeuwen (il​lus​tra​tor), Raewyn Whyte (proof​reader) and Juan Car​los

Gutiérrez Bar​quero and Julien Taquet (Tech​ni​cal Sup​port). We are es​pe​-
cially thank​ful for the strate​gic plan​ners that helped con​ceive this pro​-
gram: René Post (Book Sprints), Toyin Ojo (African Legal Sup​port Fa​cil​ity)

and Mo​hammed Lo​raoui (Com​mer​cial Law De​vel​op​ment Pro​gram). We

would also like to recog​nise the fund​ing and sup​port of the United States

Agency for In​ter​na​tional De​vel​op​ment and the African Legal Sup​port Fa​cil​-
ity.

This hand​book is in​tended to re​flect the vi​brant na​ture of the Book Sprint

process and serve not sim ​ply as a ref​er​ence but also as a jump ​ing-off point

for fur​ther dis ​cus ​sion and schol ​ar​ship. The hand​book is is​sued under the

Cre​ative Com​mons At​tri ​bu​tion-Non​Com​mer​cial-Share​Alike 4.0 In​ter​na​-
tional Li ​cense (CC BY NO SA) which al​lows any ​one to copy, ex​cerpt, re​-
work, trans ​late and re-use the text for any non-com ​mer​cial pur ​pose with​-
out seek​ing per ​mis ​sion from the au​thors, so long as the re​sult​ing work is

also is​sued under a Cre ​ative Com​mons Li ​cense. The hand​book is avail​able

in elec​tronic form and printed form (Eng​lish and French). It can be used as

an on​line in​ter​ac​tive re​source. Many of the con ​tribut​ing au​thors are also

com ​mit​ted to work​ing within their in​sti ​tu​tions to adapt this hand​book for

use as the basis for train​ing courses and tech​ni​cal as​sis​tance ini​tia​tives.

Bring​ing elec​tric​ity to un ​der​served com​mu​ni​ties is a rare ex​am ​ple of a uni ​-
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Also available as part of the eCourse
2020 Renewable Energy Law eConference

First appeared as part of the conference materials for the
15th Annual Renewable Energy Law session
"PPA/Hedge Off-Take Panel"

http://utcle.org/ecourses/OC8065

