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In June 2013, President Obama launched Power Africa with the intention to double access to
power in sub-Saharan Africa, where more than two-thirds of the population lives without
electricity. Power Africa set out to catalyze investment in Africa’s power sector by working with
the private sector, partner governments, and international organizations to remove obstacles to
developing power projects. As part of this effort, Power Africa’s partners concluded that
reducing misconceptions about power purchase agreements (PPAs) could shorten the multi-year
negotiations associated with these agreements.

Power Africa set out to accelerate the PPA negotiation process through an improved
understanding of the best practices used in structuring these complex agreements. The U.S.
Department of Commerce, through our Office of General Counsel’s Commercial Law
Development Program, and the African Development Bank, through its African Legal Support
Facility, led the effort, with funding from the U.S. Agency for International Development.

Over the course of just nine months, we were able to gather critical insights from African and
international stakeholders and bring together leading experts to translate those insights into a
plain-language handbook. “Understanding Power Purchase Agreements” established a common
understanding of what is required for a functional and financeable PPA. Its publication is a
significant step toward achieving President Obama’s goal of increasing investment in power
projects in Africa.

Power Africa and its partners expect that this handbook, by enabling better and more predictable
PPAs, will help us realize our collective goal of bringing electricity to millions of Africans over
the next few years. I am particularly proud of the Department of Commerce’s leading role in this
impressive international and inter-agency effort. Our successful collaboration is a powerful
example of how the shared commercial interests of the United States and Africa can be a force
for economic development that improves lives across the African continent.
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Foreword

Electricity drives the engine of opportunity in the modern world. It allows
our children to study by light. It powers the innovation in our factories.
From telecommunications to transportation, power is essential to virtually
every aspect of our increasingly dynamic and interconnected world. As a
result, investment in power infrastructure must be a part of any strategy
for economic development. This is true for both broad economic growth
initiatives in emerging countries and targeted rural growth initiatives in
developed countries.

The transformational nature of power projects does, however, come with
risks. Given that power projects are most essential where there is a power
shortage in the market, these projects often represent a pioneering level of
investment and financial complexity in these markets. As a result, it has be-
come common place to adopt a durable agreement that cements the pre-
dictability and durability that is needed for any long term business venture.
This agreement is called the Power Purchase Agreement (PPA) and has
helped to drive the growth and development of independent power pro-
jects around the world.

This handbook is intended to provide an overview of PPAs and the obliga-
tions, risks and remedies that are found within them. Our group of au-
thors, all whom contributed their time on a pro-bono basis, includes con-
tributors from governments, development banks, private banks and lead-
ing international law firms. Our hope is that by providing perspectives
from all sides of the PPA negotiation process, we can present the reader
with a balanced understanding of the challenges involved in PPAs and an
insight into the practical reality of overcoming these challenges when ne-
gotiating these complex agreements. More than anything, we want to com-
municate to the reader that the key to a successful PPA is to abandon the
assumption of an adversarial process and to adopt instead a strategy of co-
operation and coordination. It is only through this balanced approach that
the risks can be mitigated and the rewards realised for all parties involved.
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The handbook was produced using the Book Sprint (http://www.
booksprints.net/) method, which allows for the drafting, editing and pub-
lishing of a complete product in just five days. Our journey began with a
spirited discourse and quickly progressed to a furious pace of writing with
occasional interruptions for the introduction of brilliant ideas and critical
insights. There was a surprising amount of consensus on some topics and
an unexpected level of debate on others. The outcome is a product that re-
flects this teamwork rather than the personal opinions of the authors or
the institutions that they represent.

We would like to thank our Book Sprint facilitators Faith Bosworth and
Laia Ros Gasch for their patient guidance and unwavering leadership. We
would also like to thank the offsite Book Sprint team, including Henrik van
Leeuwen (illustrator), Raewyn Whyte (proofreader) and Juan Carlos
Gutiérrez Barquero and Julien Taquet (Technical Support). We are espe-
cially thankful for the strategic planners that helped conceive this pro-
gram: René Post (Book Sprints), Toyin Ojo (African Legal Support Facility)
and Mohammed Loraoui (Commercial Law Development Program). We
would also like to recognise the funding and support of the United States
Agency for International Development and the African Legal Support Facil-

ity.

This handbook is intended to reflect the vibrant nature of the Book Sprint
process and serve not simply as a reference but also as a jumping-off point
for further discussion and scholarship. The handbook is issued under the
Creative Commons Attribution-NonCommercial-ShareAlike 4.0 Interna-
tional License (CC BY NO SA) which allows anyone to copy, excerpt, re-
work, translate and re-use the text for any non-commercial purpose with-
out seeking permission from the authors, so long as the resulting work is
also issued under a Creative Commons License. The handbook is available
in electronic form and printed form (English and French). It can be used as
an online interactive resource. Many of the contributing authors are also
committed to working within their institutions to adapt this handbook for
use as the basis for training courses and technical assistance initiatives.
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