


Key ingredients to the development of 

independent power projects in Africa 

Arun Velusami 

Partner 

Norton Rose Fulbright LLP 

27 June 2013 



Contents 

1. The demand for power 

2. Examples of private sector investment 

3. Utility 

4. Developer 

5. Government 

6. Lenders 

7. World Bank 

3 



The demand for power 
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Examples of private sector investment 

 

•South Africa – renewable energy programme 

 

•Nigeria – Power sector privatisation 

 

•Namibia – number of greenfield independent power 
projects (IPPs) 

 

•Kenya – Geothermal programme 

5 



Utility 

•Typically the main power generator and supplier 

•Support from utility critical to successful IPPs 

•Long term offtaker under a power purchase 
agreement (PPA) 

•Risk allocation in the PPA must be bankable 

•Tariff must be sufficient to cover costs of developer 
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Developer 

•Local developers 

• International developers 

•Development risk 

•Equity Funding 

•Equity Return 
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Government 

•Ensure a stable investment environment 

•Concession vs Implementation Agreements 

•Sovereign Guarantee 

•Support for Government Risk and Political Force 
Majeure 

•Regulatory stability 
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Lenders 

•Types of Lenders: 

–DFIs 

–Commercial banks 

–ECAs 

•Typically fund 70% of the construction costs  

•Long term financing 

•Extensive due diligence 

•Project contracts must be bankable 
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World Bank 

• IFC can provide debt 

•MIGA can cover certain risks: 

–Currency convertibility 

–War, terrorism 

–Breach of contract 

–Non-honouring of sovereign financial obligation 
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Disclaimer 

Norton Rose Fulbright LLP, Norton Rose Fulbright Australia, Norton Rose Fulbright Canada LLP, Norton Rose Fulbright South Africa (incorporated as Deneys Reitz Inc) and Fulbright & Jaworski LLP, 
each of which is a separate legal entity, are members (“the Norton Rose Fulbright members”) of Norton Rose Fulbright Verein, a Swiss Verein.  Norton Rose Fulbright Verein helps coordinate the 
activities of the Norton Rose Fulbright members but does not itself provide legal services to clients. 

References to “Norton Rose Fulbright”, “the law firm”, and “legal practice” are to one or more of the Norton Rose Fulbright members or to one of their respective affiliates (together “Norton Rose 
Fulbright entity/entities”). No individual who is a member, partner, shareholder, director, employee or consultant of, in or to any Norton Rose Fulbright entity (whether or not such individual is 
described as a “partner”) accepts or assumes responsibility, or has any liability, to any person in respect of this communication. Any reference to a partner or director is to a member, employee or 
consultant with equivalent standing and qualifications of the relevant Norton Rose Fulbright entity. 

The purpose of this communication is to provide information as to developments in the law.  It does not contain a full analysis of the law nor does it constitute an opinion of any Norton Rose 
Fulbright entity on the points of law discussed. You must take specific legal advice on any particular matter which concerns you. If you require any advice or further information, please speak to your 
usual contact at Norton Rose Fulbright. 
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