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FOREWORD

The pace of global change is accelerating, yet large 
scale regional energy projects in Africa regularly take 
up to 8 years to reach fruition, from conception, 
through project preparation, to the start of commercial 
operations.  

The Bank’s New Deal on Energy for Africa (NDEA) 
aims to close the gaps preventing access to electricity 
for about 600 million people. The sense of urgency to 
light up and power Africa is regularly underlined in Pre-
sident Adesina’s interventions and statements in the 
global arena, and it is my mandate to ensure that the 
Bank delivers on its energy and climate change objec-
tives. Together with our partner institutions, the African 
Union Commission and the United Nations Economic 
Commission for Africa, we have the formidable task of 
achieving the Sustainable Development Goal number 
7 – to provide access to affordable, reliable, sustai-
nable, modern energy for all by 2030. 

The Bank has played a leading role in ensuring that 
regional energy projects move from concept to reality. 
For instance, the Bank Group played a catalytic role in 
bringing other donors into the financing of the Kariba 
dam rehabilitation project in Southern Africa. Specifi-
cally, the Bank was able to leverage internal resources 
under the Transition Support Facility to fund Zim-
babwe’s contribution to the project costs, demonstra-
ting strong commitment to its role as a development 
partner to countries in situations of fragility and transi-
tion. The Bank has also contributed to several trans-
formational regional interconnection projects across 

the continent which have enhanced energy security, 
regional integration and sustainable green growth.

This report offers practical tools for the Bank to prio-
ritize projects for financing. It also provides valuable 
insights on how to prepare complex projects requiring 
coordination of national and regional laws, standards 
policies, and regulations; in changing macro-econo-
mic conditions, to achieve financial close and project 
completion on time, and within budget. Key recom-
mendations of the report serve as a guide for impro-
ved power trading within power pools and address 
some of the major impediments to efficient execution 
of power infrastructure projects.   

Large-scale initiatives are key to accelerating the 
transition of the African energy marketplace to one 
which is integrated and efficient, and which has the 
capacity to deliver sufficient, affordable, reliable and 
sustainable energy. Together with a passionate Energy 
team with solid experience in the development of 
regional power projects from both public and private 
sector backgrounds, I am keen to take on board the 
recommendations of this report. Armed with new 
decision-making tools, we will continue to forge ahead 
to deliver regional infrastructure with a high percentage 
of renewables in the energy mix.

Kevin Kariuki, Vice President
Power, Energy, Climate and 

Green Growth Complex of the 
African Development Bank. 
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ABBREVIATIONS

AFD Agence Française de Développement

AfDB African Development Bank

AUC African Union Commission

BOO Build, Own and Operate

BOOT Build, Own, Operate and Transfer

BOSA Botswana - South Africa

BOT Build, Operate and Transfer

CAPP Central Africa Power Pool

CAR Central African Republic

CDC Commonwealth Development Corporation

CEC Africa Copperbelt Energy Corporation

CIDA Canadian International Development Agency

c/kWh cents per kilowatt hour

CP Concept Paper

DAM Day Ahead Market

DAM 2018 Delegation of Authority Matrix

DBDM Development and Business Delivery Model

DFI Development Finance Institute

DFID Department for International Development

DP Development Partner

DRC Democratic Republic of Congo

E&S Environmental and Social

EAC East Africa Community

EAPP East Africa Power Pool

ECOWAS Economic Community of West African States

EIB European Investment Bank

EKT Ethiopia–Kenya–Tanzania (transmission interconnection)

ENEL Ente Nazionale per la Energia Elettrica

ENSAP Eastern Nile Subsidiary Action Program

ENTRO Eastern Nile Technical Regional Office

EPC Engineering, Procurement and Construction

ESIA Environmental and Social Impact Assessments

ESKOM Electricity Supply Commission

FERC Federal Energy Regulatory Commission (US)

FMO Dutch Development Bank

GDP Gross Domestic Product

GIZ/KfW
German Society for International Cooperation/KfW 
Development Bank

HPP Hydro Power Plant

HVAC High Voltage AC

HVDC High Voltage DC

I/C Interconnection

ICED Indonesia Clean Energy Development
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IDA International Development Association

IFC International Finance Corporation

IFI International Financial Institution

IPP Independent Power Producer

IR Inception Report

IRB Independent Regulatory Board

JICA Japan International Cooperation Agency

kV Kilovolts

kW Kilowatt

MDB Multilateral Development Bank

MER El Mercado Electrico Regional de America Central

MIGA Multilateral Investment Guarantee Agency

MOU Memorandum of Understanding

MOZISA Mozambique–Zimbabwe–South Africa

MW Megawatt

NBI Nile Basin Initiative

NDEA New Deal on Energy for Africa

NELSAP Nile Equatorial Lakes Subsidiary Action Program

NEPAD New Partnership for Africa Development

NEPAD-IPPF NEPAD Infrastructure Project Preparation Facility

NORAD Norwegian Agency for Development Cooperation

NPCA NEPAD Planning and Coordination Agency

O&M Operation and Maintenance

OPIC Overseas Private Investment Corporation.

PCGA (USAID) Private Capital Group for Africa

PEVP
Power, Energy, Climate Change and Green Growth Vice 
Presidency

PFAN Private Finance Advisory Network

PPA Power Purchase Agreement

PPP Public–Private Partnership

PRG Partial Risk Guarantee

PROPARCO Promotion et Participation pour la Coopération Economique

QaE Quality at Entry

RAP Resettlement Action Plan

RDGE Regional Development and Business Delivery Office

REC Regional Economic Community

RPAAU Regional Project Advisory and Acceleration Unit

RSPAP Regional and Sub-regional Project Acceleration Program

SADC South African Development Community

SAPP South Africa Power Pool

SIDA Swedish International Development Cooperation Agency

SIEPAC
Sistema de Interconexion Electrica de los Países de America 
Central

SV Shapley Value

USAID United States Agency for International Development

WAPP West Africa Power Pool
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Photo of the AfDB Ethiopia-Djibouti Project, 2010. 
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FROM THE DIRECTOR’S DESK

The development of regional power infrastructure 
projects has been identified as one of the key strategic 
pillars to attain the aspirational goals of the New Deal 
on Energy for Africa, launched by President Adesina in 
2016 in pursuit of universal energy access for Africans. 

Regional projects have suffered long delays of up to 
eight years, seriously hampering progress and depri-
ving millions of people from experiencing the multiple 
benefits of reliable and affordable power supply. These 
delays and ensuing cost overruns are the result of a 
combination of institutional weakness and poor politi-
cal coordination among participating countries.
Shortcomings include compromises made during 
project preparation, inadequate execution capacity 
to ensure strict compliance with financing covenants, 
procurement, environmental and social policies of 
member countries and financiers. All have an impact 
on project preparation and viability calculations, and 
hence the ability of the projects to attract the necessa-
ry financing. 

Against this backdrop, the Power Systems Develop-
ment Department of the AfDB commissioned a study 
in 2017 to explore ways in which regional and sub- 
regional projects can be accelerated. To this effect, 
a wide range of energy sector stakeholders were 
consulted, including bilateral and multilateral institu-

tions, national power utilities, regional Power Pools, 
the Regional Economic Communities, the African 
Union Commission’s AUDA-NEPAD development 
agency and the UN Economic Commission for Africa 
(UNECA). The ensuing study report was validated 
internally within the AfDB and externally with various 
stakeholders, including a validation exercise at the De-
cember 2019 PIDA Week workshop in Cairo. A series 
of knowledge products highlighting the findings and 
recommendations under the theme “Building Regional 
Power Markets in Africa” will be published; starting 
with “Tools and Mechanisms for Accelerating Regional 
and Sub-Regional Projects”. This report features a 
toolkit for the screening and prioritization of candidate 
regional projects with the aim of bringing them to 
bankability level in the shortest possible time. The re-
port also presents how Regional Project Acceleration 
Units, dedicated to early-stage preparation of regional 
power projects, could be introduced in the power pool 
framework. 

With the buy-in of energy sector stakeholders, and in 
the interest of all, we are optimistic that the structures 
and tools proposed in this report will contribute to a 
significant improvement in the cost management and 
project preparation completion times of priority regio-
nal projects.

Batchi BALDEH
Director,  Power Development Department,

African Development Bank
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EXECUTIVE SUMMARY

Since 2015, the African Development Bank has made 
significant progress in reorganizing its operations and 
strengthening its internal processes to improve its 
overall delivery effectiveness. On 18 May 2016, the 
Bank Group Strategy for the New Deal on Energy for 
Africa (NDEA) 2016–2025 was approved by the Board 
of Directors of the African Development Bank Group. 
The aspirational goal of the NDEA is for Africa to 
achieve universal access to cost-effective, affordable 
and reliable electricity by the year 2025 (100 percent 
access in urban areas and 95 percent access in rural 
areas). The strategy also places an emphasis on 
encouraging clean and renewable energy solutions. 
The NDEA also supports the implementation of 
the new strategic goals of the Bank (the High 5s), 
namely: Feed Africa, Industrialize Africa, Integrate 
Africa, Improve the Quality of Life of Africans, and 
in particular, to Light up and Power Africa on a fast-
track, accelerated basis.

In 2016, the Bank formed a new Vice-Presidency for 
Power, Energy, Climate Change and Green Growth (the 
PEVP Complex) with a mandate to lead all sovereign 
and non-sovereign energy operations. Its functions 
include origination, structuring and implementation, 
and the provision of technical and financial expertise 
in support of the regional hubs, especially for complex 
transactions and operations.  

The Regional and Sub-regional Project Acceleration 
Program (RSPAP) is one of twelve presidential flagship 
programs approved by the Bank Group’s Board of 
Directors towards implementation of the Light up and 
Power Africa goal. The objective of the Program is to 
establish a fast-track approach for implementing large-
scale regional and sub-regional power infrastructure 
projects.  

The RSPAP study associated with the program was 
executed in two phases between February 2017 and 
June 2019. The study aimed at designing the approach 
for developing regional power projects; strengthening 
the capacities of regional institutions and power pools 
and drafting a strategy to facilitate the bankability of 
high priority regional projects. 

This report is a redacted version of findings and 

recommendations compiled from three extended 
Missions to Southern and Eastern Africa to meet 
with national and regional stakeholders including 
energy ministries, finance ministries, utility regulatory 
authorities, state-owned electric utilities, the Central 
and West African power pools and AUDA NEPAD, in 
addition to development partners and donors. 

The main barriers to an accelerated implementation 
of regional and sub-regional power infrastructure 
projects identified in the study were: 

1. High-priority pipelines containing poorly structured 
regional and sub-regional projects, which are non 
-viable or un-bankable in their current form;

2. Inadequate project preparation, transaction 
structuring, and risk mitigation strategies of power 
infrastructure projects promoted at the regional or 
sub-regional level;

3. Inability of one or more of the participating 
countries to provide a counter indemnity or 
sovereign guarantee to secure long-term debt, or 
to arrange a Partial Risk Guarantee (PRG) or other 
risk-mitigating credit enhancements;

4. Poor understanding of guarantee programs and 
credit enhancement instruments that are available 
to mitigate inherent project risks by governments 
and sponsors of complex regional late-stage 
development power infrastructure projects;

5. Lack of private sector participation in major 
cross-border interconnection and feeder-line 
transmission projects, even after an expression of  
interest in participating in such projects; 

6. Lack of an example of the manifold benefits of 
enhanced power trading between a surplus-
power country and its neighbours which would 
serve as a pilot.  

To overcome these barriers, this report presents a tool 
kit and recommends organizational units and power-
trading approaches. 

12



A toolkit to address the problem of commercial 
non-viability of regional power infrastructure 
project pipelines. 

The report Team has developed a toolkit for 
screening and ranking major regional and sub-
regional power infrastructure projects which will 
enable the acceleration of priority power projects for 
possible technical assistance and funding support 
consideration. This toolkit is not intended for due 
diligence, but rather for evaluating and prioritizing 
major regional and sub-regional power infrastructure 
projects  by regional power pools, Regional Economic 
Communities (RECs), AUDA-NEPAD, Bank Group 
energy sector and possibly, national utilities. The toolkit  
includes a fast-track approach to validate project 
feasibility studies, legal and regulatory frameworks, 
as well as compliance with fiduciary, environmental, 
social and climate change requirements, among other 
project aspects.  

A toolkit to assist in the first stage in project 
preparation. 

The toolkit will allow Bank Group staff to concentrate 
efforts on Priority 1 projects that have a good 
prospect of achieving financial close, and subsequent 
implementation. It  will also help to identify missing 
items that prevent projects being upgraded from 
Priority 2 to Priority 1. Moreover, sponsors of newly 
proposed, early-stage regional power infrastructure 
projects can use the toolkit to guide them in preparing 
and structuring projects before approaching the Bank 
Group and other potential equity partners for funding 
support.

Creation of Regional Project Acceleration Units 
(RPAUs) to address the challenge of proper 
project preparation up to implementation. 

Creating RPAUs is highly recommended to assist with 
the preparation of regional power projects screened 
and ranked as Priority 1 projects (using the toolkit 
described above). Given the unique circumstances of 
each region, the RPAUs must be closely aligned with 
and directly support their respective regional power 
pools or in some instances to the Regional Economic 
Community. 

Promoting private sector participation to 
provide additional funding. 

indebted  and unable, on their own, to secure the 
financial resources needed to build their required 
segments of regional interconnectors and associated 
national feeder lines. Additionally, major regional 
and sub-regional projects often fail to arrange the 
balance of financing required to reach financial 
close. This is largely due to the inability of project 
sponsors to take into account the potential role of the 
private sector. There is a strong need for an initiative 
designed to encourage private sector participation 
alongside state-owned utilities, particularly in 
regional transmission interconnection projects. This 
report gives examples of successful programs in 
Guatemala, Brazil, Colombia, and Peru to name but a 
few. Such highly successful examples not only serve 
as demonstration projects for national state-owned 
utilities, but also represent best practices elsewhere 
in emerging market countries.

Laying the case for power trading. 

Many national power sector stakeholders do not fully 
appreciate benefits of regional or sub-regional power 
trading, such as enabling their budget-constrained 
electric utilities to defer or even forgo capital-intensive 
power generation projects, or allowing regulators 
to introduce lower electricity tariffs made possible 
by lower-cost imported electricity. Annex C to this 
report discusses some of the benefits of accelerated 
development of cross-border projects for pool 
operations and power trading. 

Showcasing the advantages of power trading. 

A growing number of countries, particularly in East 
Africa,  have reached or will soon reach power 
generation overcapacity. These countries need a near- 
to mid-term power trading market to accommodate 
such surpluses. A sub-regional Power Trading 
Acceleration Unit should be created in East Africa with a 
mandate to oversee the organization, implementation, 
and management of a power trading pilot project to 
jump-start power trading and regional integration. 
Surplus countries Kenya, Uganda, Tanzania, and 
Rwanda could trade with potential near-term export 
markets in Burundi and Eastern DRC. Such an 
initiative would also provide grounds for the provision 
of targeted technical assistance, advisory services 
and capacity building, to help create a robust power 
trading market in East Africa and West Africa. 

Most state-owned electricty utilities in Arica are heavily
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I  INTRODUCTION 

Bank Group’s New Deal on Energy for Africa 
(NDEA)

On May 18, 2016, the Board of Directors of the African 
Development Bank (Bank Group) approved the Bank 
Group Strategy for the New Deal on Energy for Africa 
(NDEA) 2016 –2025 and issued it on June 3, 2016. 
The NDEA aims to achieve the aspirational goal of 
universal access to cost-effective, sustainable, and 
reliable electricity by the year 2025–with 100 percent 
access in urban areas and 95 percent access in rural 
areas. 

The NDEA is built on five inter-related and mutually 
reinforcing principles: 

1. Raising aspirations to solve Africa’s energy 
challenges; 

2. Establishing a Transformative Partnership on 
Energy for Africa, particularly by fostering public–
private partnerships through innovative financing 
options.

3. Mobilizing domestic and international capital for 
innovative financing in Africa’s energy sector; 

4. Supporting African governments to strengthen 
energy policies, regulations, sector reforms, 
transparency and accountability in the energy 
sector; and 

5. Increasing the African Development Bank’s 
investments in energy and climate financing.  

The NDEA also supports the implementation of the 
new strategic goals of the Bank (the High 5s), namely 
to Feed Africa, industrialize Africa, Integrate Africa, 
Improve the Quality of life of Africans, and in particular 
to Light up and Power Africa.

Development of the President’s flagship 
programs 

In support of these principles and goals of the New 
Deal on Energy for Africa, a set of seven strategic 
themes were formulated by the Bank Group to 

overcome impediments holding back the sustainable 
development of Africa’s energy sector. The themes 
are: 

1. Setting up the right enabling policy environment;

2. Enabling utility companies for success;

3. Dramatically increasing the number of bankable 
energy projects;

4. Increasing the funding pool to deliver new projects; 

5. Supporting “bottom-of-the-pyramid” energy 
access programs, particularly for women;

6. Accelerating major regional projects and driving 
regional integration; and 

7. Rolling out waves of countrywide energy 
transformations.

Accordingly, the Board of Directors took the decision to 
address these major strategic themes through a series 
of 12 programs covering such areas as: Standardized 
Independent Power Procurement Program; Power 
Utility Transformation Program; Early-Stage Project 
Support Facility; Funding Catalyst Programs; Bottom-
of-the-Pyramid Energy Financing Facility; Mobile 
Payment Programs; Regional Project Acceleration 
Program; and Transformative Partnerships on Energy 
for Africa. 

This report addresses strategic theme number six as 
highlighted in the NDEA, namely, Accelerating Major 
Regional Projects and Driving Regional Integration.

Initial study objectives and evolution 

To kick-start the NDEA process, the Bank Group 
established a Task Force to address Regional and 
Sub-Regional Project Acceleration, which has linkages 
to several other themes, as detailed above.  

Phase I of the study was designed to achieve the 
following three objectives:

Objective 1 – Design a fast-track approach for 
addressing relevant technical, legal, regulatory, 
financial, procurement, environment and social 
safeguards intended to support large-scale regional 
and sub-regional projects. The wider objective is to 
promote greater regional integration, increased private 
sector investments in the energy sector, and ultimately, 
enhanced cross-border power trading;
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AUDA to deliver projects more effectively, as well as 
evaluate the need for a Project Acceleration Unit within 
the Regional Economic Communities (RECs); and

Objective 3 – Facilitate the bankability of selected 
high-priority regional projects and contribute to their 
funding mobilization through the development of 
innovative regional infrastructure funding concepts 
for consideration by Bank Group staff and or other 
funding partners.

Overall study goal and Phase II programmatic 
activities

Phase II of the study had an overall goal of achieving 
a fast-track approach to the development and 
execution of major regional and sub-regional power 
infrastructure projects, and by so doing, accelerate 

regional integration and enhanced power trading. This 
was in furtherance of the Bank Group’s strategic goal 
to “Light Up and Power Africa” as a key contributor to 
the other “High-5s,” namely to Feed Africa, Industrialize 
Africa, Integrate Africa, and Improve the Quality of 
Life of all Africans. Furthermore, it was to contribute 
toward the Bank’s overarching objective to assist 
the Regional Member Countries to achieve universal 
access to electricity (100 percent in urban areas and 
95 percent in rural areas) through expansion of on-grid 
generation and transmission, thereby fostering a more 
effective regional integration.

Phase II overall approach

The Phase II was conducted along the following tiers 
or stages, as indicated in Figure 1.

Figure 1: Multi-tiered approach to identify key impediments and accelerate regional and sub-regional power 
infrastructure projects

Tier 1

Tier 2

Tier 3

Tier 4

Tier 5

Tier 6

•  Meet with key Bank Group energy staff at both headquarters and also in at least two regional hub offices
•  Conduct Missions to Southern and Eastern Africa to meet with key stakeholders and Development Partners
•  Identify challenges and bottlenecks that slow down up-stream preparatory work of regional projects and subsequent  
    prioritizationand appraisal for Board submission, and provide solutions to such impediments

•  Review Bank Group internal project preparation, review, and approval procedures for major regional power 
    infrastructure projectsand provide suggestions and a template for possible process improvements especially for NSOs
•   Review Bank Group procurement policies and develop guidelines for Bank Group staff intended to fast track physical 
     project implementation post-financial close as part of the overall process of accelerating regional power 
     infrastructure projects

•  A strong need exists for a comprehensive and transparent project screening and ranking mechanism since many  
    regional power infrastructure projects either have been politically motivated, lack commercial viability, or are not 
    considered be bankable
•   Develop a Tool Kit for screening and ranking major utility–scale regional power projects for use by Bank Group 
    energy staff at headquarters and also at regional hubs and country offices, as well as to serve as a check list for host 
    governments and sponsors

•  The need also exists for better project preparation of high-priority major regional power infrastructure projects
•  Develop a Structural Arrangement or Organizational Unit at the regional level for the effective and efficient 
    preparation of highly ranked projects from Tier 1, as well as provide transaction structuring and assistance in 
    arranging balance of financing
•  Such a Regional Project Acceleration Unit (RPAU) should be located near a Bank Group regional hub office

•  Even if a major regional power infrastructure project has been screened and ranked highly, and has also been 
    properly prepared by the RPAU, one or more of the participating countries may already be at its IMF sector ceiling 
    and/or its state-owned electric utility or transmission company may not be perceived as a creditworthy off taker by 
    the lenders
•  Thus, the need exists for a Specialized Power Funding Facility that does not always require a sovereign guarantee 
    to access it

•  Numerous national benefits can be derived from participation in an interconnected power poolwhich can be 
    statistically quantified•Given that power surpluses are beginning to appear in the EAPP in particular, the need also 
    exists to develop mechanisms for promoting and supporting regional integration and jump starting greater power 
    trading among member states
•  Develop a Structural Arrangement Framework for facilitating sub-regional power trading among selected 
    member countries

18

Objective 2 – Strengthen the capacity of regional 
organizations and power pools such as SADC, SAPP, 
EAPP, EAC, WAPP, ECOWAS, COMESA, CAPP, and 
AUDA to deliver projects more effectively, as well as 
evaluate the need for a Project Acceleration Unit within 
the Regional Economic Communities (RECs); and

Objective 3 – Facilitate the bankability of 
selected high-priority regional projects and 
contribute to their funding mobilization through 
the development of innovative regional 
infrastructure funding concepts for consideration 
by Bank Group staff and or other funding partners. 

Overall study goal and Phase II programmatic 
activities

Phase II of the study had an overall goal of achieving 
a fast-track approach to the development and 
execution of major regional and sub-regional power 
infrastructure projects, and by so doing, accelerate 
regional integration and enhanced power trading. 
It aimed to contribute towards the Bank’s objective 
to assist the Regional Member Countries to achieve 
universal access to electricity through expansion of 
on-grid generation, transmission and distribution, 
thereby fostering a more effective regional integration.

Phase II overall approach

Phase II was conducted along a multi-tiered approach 
to identify key impediments and accelerate regional 
and sub-regional power infrastructure projects, as 
indicated in Figure 1.

Figure 1: 
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Report overview 

This report is organized in 7 further chapters following 
the introductory chapter. 

Chapter II – Presents a consolidated list of high-
priority regional and sub-regional power infrastructure 
projects based upon priorities indicated at key 
stakeholder meetings during three extended Missions 
to sub-Saharan Africa, as well as conference calls 
and meetings with selected regional power pools, in 
conformity with updated Regional and Country Master 
Plans. 

Chapter III – Provides an overview of the challenges 
that deter progress and impede the development of 
major regional power infrastructure projects. It also 
summarizes the key observations and findings from 
the three extended Missions to sub-Saharan Africa. 

Chapter IV – Presents key recommendations intended 
to address each of the eight major impediments 
identified in the second section of Chapter III. If 
implemented, such recommendations will accelerate 
the development and execution of major regional and 
sub-regional power infrastructure projects, which 
in turn, will spur regional integration and enhanced 
power trading.  

Chapter  V – Presents a Tool Kit for preliminary 
screening and ranking of major regional and sub-
regional power infrastructure projects for use by 
regional power pools, RECs, Bank Group regional 

hubs and headquarters energy teams. The Tool Kit 
also provides project sponsors, developers and host 
governments with a detailed checklist to assist in project 
structuring before approaching the Bank Group and 
potential debt and equity partners for funding support. 
This chapter also provides scorecard test results for 
ten projects which relevant national stakeholders and 
regional energy organizations ranked among their 
highest regional power infrastructure project priorities. 

Chapter VI – Proposes an operational unit for 
accelerating upstream preparation of high-priority 
regional and sub-regional power infrastructure projects 
in the WAPP, CAPP, and especially the EAPP through 
the establishment of Regional Project Acceleration 
Units (RPAUs).

Chapter VII – Provides proposed guidelines and 
a programmatic approach designed to encourage 
state-owned utilities to promote greater private sector 
participation in regional transmission interconnection 
and national feeder-line projects.

Chapter VIII – Proposes a framework for the creation 
of a power trading acceleration unit on a pilot project 
basis, for jump-starting power trading in East Africa 
and West Africa, along with the corresponding support 
in the form of technical assistance.
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II HIGH-PRIORITY REGIONAL POWER 
PROJECTS PROPOSED BY KEY STAKEHOLDERS  

1  For definition of abbreviations used in this section, please refer to the List of Abbreviations at the start of the report.

Introduction

A preliminary list of large-scale regional and sub-regional power infrastructure projects was formulated. This was 
based upon priorities indicated at key country stakeholder meetings, including conference calls and meetings with 
selected regional power pools, and published Regional Master Plans. Annex A presents a listing of all meetings 
and conference calls undertaken with various national stakeholders, regional energy organizations, RECs, and 
interested development partners. The preliminary list of priority projects was screened further with selected Bank 
Group staff at Headquarters and regional hubs to eliminate national, regional and sub-regional projects in countries 
that did not qualify for Bank Group assistance for various reasons at that time. The list below contains projects 
that will need to be further screened and ranked so that they may be considered further for possible Bank Group 
support–whether through technical assistance, training and capacity building or though the provision of loans, 
quasi-debt, equity, or guarantees and other credit-enhancement mechanisms.

Proposed power infrastructure projects – East Africa 

NBI /NELSAP1

1. Uganda (Karuma) – South Sudan (Juba) – Sudan 400 kV Transmission Interconnector (also 
for EAC, EAPP UETCL, SSEC, SETCo)

2. 400 kV Lake Victoria Ring: Uganda – Kenya – Tanzania Transmission Interconnector (also 
for EAC, UETCL, KETRACO, TANESCO)

3. Zambia –Tanzania 400 kV Transmission Interconnector (TANESCO, ZESCO)
4. Uganda – East DRC 400 kV Interconnection (220 kV in DRC and 400 kV in Uganda) but 

initially operated at 220 kV (also for EAC)
5. Second Uganda– Kenya 400 kV Interconnection, initially operated at 220 kV (NELSAP, 

EAPP)

Ethiopia

6. Ethiopia and Eritrea 230 kV Interconnection (EAPP, EEC, EEP, HoAI, IGAD)
7. Second Ethiopia - Djibouti 230 kV Interconnection (EAPP, EdD, EEP, HoAI, IGAD)
8. Second Ethiopia - Sudan 500 kV Interconnection (also EAPP, IGAD, SETCo, EEP)
9. Ethiopia-Somalia Interconnector (HOAI, IGAD, EAPP)

Tanzania

10. Sumbawanga – Mpanda – Kigoma 400 kV Transmission Line

EAC

11. Tanzania – Uganda 40 MW Nshongezi Hydro Power Plant
12. Rehabilitation of existing transmission interconnections and substations in the region
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EAPP Master Plan (2014)

13. Rizizi III Hydro Power Plant and Komonula Substation (DRC, NBI/NELSAP, EDCL, KfW)
14. Rwanda (Rizizi III) – Burundi 220 kV Interconnector (NBI/NELSAP, REGIDESO) financed by 

AfDB and KfW
15. Rwanda (Rizizi III) – DRC 220 kV Interconnector (NBI/NELSAP) financed by AfDB and KfW
16. Uganda – DRC Interconnector (EAPP) studies financed by Norwegian Government
17. Rwanda (Rusumo) – Tanzania (Nyakanazi) 200 kV Interconnector.   (NBI/NELSAP, 

TANESCO, EDCL)
18. Libya – Egypt Interconnector
19. Egypt – Sudan Interconnector 
20. Beringo – Silali Geothermal Field 2,000 MW in Kenyan portion of the Rift Valley

Proposed power infrastructure projects - Southern Africa 

Current SAPP Pool Plan (2017) 

1. 2,160 MW Caculo Cabaça Hydro Power Project - (Angola, SAPP)
2. 1,200 MW Devil’s Gorge Hydro Power Project (Zambia, Zimbabwe, SAPP) 
3. 1,500 MW Mphanda Nkuwa Hydro Power Project (Mozambique, SAPP) 
4. 1,245 MW Cahora Bassa North Bank Extension (Mozambique, SAPP) 
5. 2,115 MW Julius Nyerere Hydropower Project also known as Stiegler’s Gorge (Tanzania, 

SAPP) 
6. Kasama (Zambia) – Mbeya (Tanzania) Interconnector via Nakonde/Tunduma (Zambia, 

Tanzania, SAPP)
7. Hwange (Zimbabwe) – Livingstone (Zambia) Interconnector (Part of ZIZABONA) (Zimbabwe, 

Zambia, SAPP)
8. Inga (DRC) - Angola 3 x 400 kV HVAC (1,100 MW in 2020 (2 lines) 1,600 MW in 2034 (with 

third line) (DRC, Angola, SAPP, CAPP)
9. Inga (DRC)-Luano (Zambia) 500 kV HVDC 2,000 MW in 2029 (DRC, Zambia, SAPP, CAPP)
10. Kabwe (Zambia) – Mbeya (Tanzania) 500 kV HVDC 1,500 MW in 2030 (Zambia, 

Tanzania, SAPP)
11. STE (Mozambique) 2 x 400 kV HVAC  500 kV HVDC 1 x 400 kV HVAC (north to central) 1 

x 400 kV HVAC (central to south) 500 kV HVDC bipolar line, first stage only on converters 
in 2023, to cover local demand in Beira in 2027, providing 400 MW capacity north to south 
in 2027, 1,325 MW

12. Mozambique-Tanzania transmission interconnector line-MOTA (Mozambique, Tanzania, 
SAPP)

13. Mozambique-Zambia transmission interconnector – MOZA (Mozambique, Zambia, SAPP)
14. 160km, 400 kV Malawi – Zambia transmission interconnector. (Malawi, Zambia 

SAPP)
15. 330 KV, Kolwezi – Solwezi  DRC-Zambia (ZESCO, SNEL, SAPP)

SAPP Project Advisory Unit (PAU)

16. 400 kV Botswana-South Africa Transmission Interconnector -BOSA 
17. Angola – Namibia Transmission Interconnector - ANNA (Angola, Namibia, SAPP PAU)
18. Bayne’s Hydroelectric power project-transmission interconnector (Namibia/Nampower - 

Angola, SAPP)

ESKOM

19. 400 kV HVAC Second South Africa – Namibia Interconnector (226 km) (South Africa, 
Namibia, ESKOM)

20. South Africa – Zimbabwe Interconnector (MOZISA Project) (South Africa, Zimbabwe 
ESKOM)

21. Botswana – South Africa 400 kV Interconnector (BOSA) (Botswana, South Africa 
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SAPP PAU)
22. Central Corridor Project South Africa (ESKOM) – DRC

AUDA-NEPAD

23. 2,400 MW Batoka Gorge Hydro Power Project, 1000KM BGHES/Batoka North-South 
transmission interconnectors. (Zambia, Zimbabwe, AUDA-NEPAD, ZETDC, ZESCO)

24. 330Kv, 2nd Line/Circuit Alaska-Sherwood transmission line, part of Central Transmission 
Corridor, CTC (Zimbabwe ZESA, ESKOM)

Proposed power infrastructure projects – Central Africa 

Central Africa Power Pool:

1. 4,800 Inga 3 Hydro Power Project (DRC, SAPP, CAPP)
2. Chollet Hydro Power Project near the border of Cameroon and the Republic of Congo, 

with associated lines to both countries and to CAR
3. Dimoli 200 MW Hydro Power Project in northern Republic of Congo and associated Lines 

to CAR and Cameroon
4. Interconnection with Soyo Combined Cycle Power Plant in Angola and associated Lines to 

Cabinda and Pointe Noire interconnecting Angola, Republic of Congo, and the DRC after 
Soyo has doubled in capacity from 750 MW to 1400 MW

5. Three HPPs at Lobaye with a capacity of 80–120 MW and a 132 kV Line connecting 
Libengé-Zongo (DRC) with Bangui (Republic of Congo) 

Proposed and Ongoing power infrastructure projects – West Africa 

West Africa Power Pool

1. WAPP Transversal Backbone to be implemented in 3 phases:
• Côte d’Ivoire-Ghana-Togo-Benin-Nigeria-(330kV coastal transmission backbone)
• Ghana – Burkina – Mali
• Mali – Senegal + Côte d’Ivoire – Burkina  

2. 225 kV Côte d’Ivoire – Liberia - Sierra Leone – Guinea (CLSG) Interconnection Project – 
(Now nearing completion)

3. 2nd Circuit 225 kV Côte d’Ivoire – Liberia – Sierra Leone – Guinea (CLSG II) Interconnection
4. 330 kV Eastern Backbone in Nigeria
5. 150 MW WAPP Solar Power Park in Burkina 
6. 150 MW WAPP Solar Power Park in Mali
7. 150 MW WAPP Solar Power Park in The Gambia 
8. 150 MW WAPP Solar Power Park in Côte d’Ivoire
9. Saint Paul (Via) Reservoir with 1000 MW of Hydro Cascades in Liberia
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III MAJOR CHALLENGES TO POWER PROJECT 
ACCELERATION IN AFRICA

Overview of identified challenges 

The Phase I study identified the following major 
challenges to the development of planned regional 
power infrastructure projects as confirmed during 
three extended missions: 

• A general lack of regional power sector planning 
that considers and incorporates the least-cost 
expansion plans of member states;

• Insufficient transmission interconnections 
infrastructure among member states, preventing 
regional integration and power trading;

• Poorly prepared and structured regional power 
infrastructure projects compared to national 
projects;

• Complex major regional power infrastructure 
projects with multiple constituents and country 
participants;

• Difficulty to allocate risks and assign costs and 
benefits among the various parties involved in 
large-scale regional projects;

• Lack of fixed revenue streams make regional 
transmission interconnection projects more 
difficult to finance;

• Most state-owned electric utility off-takers are 
cash flow constrained and lack positive credit 
ratings;

• Many state-owned electric utilities either strongly 
oppose private sector participation or lack 
experience in encouraging/procuring participation; 

• Lack of management experience in developing 
and implementing complex cross-border projects; 

• Some countries lack electricity regulations, 
national energy policies and an independent 
regulator. Others with adequate legal and 
regulatory frameworks lack harmonization 
neighbouring countries for cross-border trading 
and mechanisms for greater private sector 
participation;

• Inadequate political commitment to regional 
power trading as a result of a focus on national 

energy security.

Key observations and findings 

The missions revealed that the impediments are 
common to both sovereign projects, and non-
sovereign projects promoted by the private sector, or 
public–private partnerships (PPPs). 

1. High-priority project pipelines contain many 
regional and sub-regional projects that may never 
be implemented because they are considered 
commercially non-viable or un-bankable as 
currently structured.

2. Most power infrastructure projects that are being 
promoted at the regional or sub-regional level 
lack adequate project preparation, transaction 
structuring, and risk mitigation strategies.

3. Many regional power infrastructure projects have 
stalled because one or more of the participating 
countries cannot provide a counter indemnity or 
sovereign guarantee to secure long-term debt, 
nor even arrange a Partial Risk Guarantee (PRG) 
or other credit enhancements.

4. There is a general lack of understanding among 
host governments and project sponsors of major 
regional power projects regarding guarantee 
programs and credit enhancement instruments 
that are available to mitigate inherent project risks, 
especially for complex regional projects. Annex B 
provides a credit enhancement primer.

5. There is a widespread lack of private sector 
participation, particularly in major cross-border 
interconnection and feeder line transmission 
projects, even though the private sector has 
expressed interest in participating in such projects 
and represents a potential source of additional 
funding. 

6. Several countries are beginning to produce 
significant power surpluses in excess of current 
and projected national demand for electricity 
and mandated reserve margins. However, their 
respective power pools have yet to develop a 
power trading market to accommodate sales of 
such overcapacity.
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IV SUMMARY OF KEY RECOMMENDATIONS 

Introduction

This section presents key recommendations to 
address the identified challenges to the development 
and execution of major regional and sub-regional 
power infrastructure projects, in view of accelerating 
regional integration and enhanced power trading.  

Proposed recommendations 

Impediment 1 – Regional power project pipelines 
contain many projects that may never be 
implemented because they are commercially non-
viable or un-bankable.

Major regional power infrastructure projects in 
regional power pool pipelines may never achieve 
financial close for a variety of technical, financial, 
and institutional reasons. Current priority pipelines of 
late-stage regional power projects need to be more 
systematically and robustly screened to select the 
ones most likely to achieve financial close. 

Recommendation – Develop a Power 
Infrastructure Project Evaluation Tool 
Kit for use by regional power pools and 
RECs to screen and prioritize projects for 
possible technical assistance and funding 
support consideration

This Report contains a proposed toolkit for screening 
and ranking major regional and sub-regional power 
infrastructure projects for use by regional power pools 
and RECs (see Chapter IV). The toolkit also provides 
project sponsors, developers and host governments 
with a detailed checklist to assist in project screening 
and structuring before approaching development 
partners and potential debt and equity partners for 
funding support. It allows the prioritization of potential 
regional and sub-regional projects for technical 
assistance and funding support consideration. 

The toolkit contains ten key ranking criteria that 
embody  transparent and readily verifiable elements 
to facilitate scoring. The maximum total score that any 
project can receive is 1000 points. 

A ranking of the readiness of the proposed project to 
reach financial close and to start implementationof all 
proposed regional energy projects in a given power 

pool area can be used by REC and other responsible 
regional power sector organizations for final review 
and concurrence. If a project is deemed unlikely to 
achieve financial close, the score will indicate the 
necessary remaining actions to be undertaken to 
remedy this. To date, the proposed Tool Kit scorecard 
has been reviewed and validated by a number of host 
country stakeholders, regional energy organizations, 
development partners, and pan-African entities such 
as AUDA-NEPAD. Chapter IV describes the proposed 
Tool Kit in detail.

Impediment 2 – Most power projects promoted at 
the regional level lack proper project preparation, 
transaction structuring, and risk mitigation 
strategies, which render them un-bankable in their 
present state.

High-priority regional power infrastructure projects 
already exist at various stages of development in 
each of Africa’s major regional power pools, but 
many have stalled and require further interventions 
before they become bankable and ready for financing. 
There is great need for a new project preparation and 
implementation entity in each major power pool area 
in Africa (except SAPP, which has already successfully 
implemented a similar Project Advisory Unit with 
funding support from World Bank). These entities would 
be responsible for completing all project preparation 
activities and providing transaction support in an effort 
to achieve financial close for the projects. 

Recommendation – Establish Regional 
Project Acceleration Units (RPAUs) to be 
located at the regional power pools in 
East Africa (EAPP), Central Africa-(CAPP) 
and West Africa-(WAPP). 

In an effort to accelerate the implementation of planned 
high-priority regional generation and transmission 
interconnections, we recommend the development 
and establishment of Regional Project Acceleration 
Units (RPAUs) in the 3 Power Pools mentioned, 
with grant funding contributions from interested 
development partners. A similar unit has been 
functioning successfully in the SAPP for over four years 
with initial funding of US$ 20 million in start-up grants 
from World Bank trust funds. This was sufficient to 
provide project preparation and transaction advisory 
support to eight priority power projects in Southern 
Africa. Additional funding support and pledges were 
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availed subsequently from other donors, bringing the 
total amount of available grant funding to US$ 45 
million. Regarding eligibility, only those major regional 
and sub-regional power infrastructure projects that 
have been screened and ranked as Priority 1 using 
the Tool Kit should be considered eligible from the 
RPAU and/or RECs for such grant-funded project 
acceleration assistance. Chapter V presents the 
proposed RPAU in detail. 

Impediment 3 – There is a shortfall of infrastructure 
capital in most countries for major cross-border 
transmission interconnections and feeder lines, 
which is compounded by a widespread lack of 
appreciation for private sector participation in the 
transmission sub-sector 

Public utilities have been reluctant throughout most 
of sub-Saharan Africa to allow private participation 
in the building and the operation and maintenance 
of transmission lines. Congestion impedes the full 
realization of power pool benefits. Adequate regional 
interconnections and associated transmission 
capacity are essential for proper pool functioning. 
Allowing private sector participation by auctioning 
line segments among qualified interested parties 
has allowed state-owned electric utilities in emerging 
market countries elsewhere in the world to upgrade 
their transmission networks and relieve congestion. 
This example could be usefully emulated in the sub-
Saharan regions.

Recommendation – Develop guidelines 
and an overall framework for use by RECs 
and regional power pools to encourage 
state-owned utilities to promote greater 
private sector participation, particularly in 
regional transmission interconnection and 
sub-regional feeder-line projects 

As concluded in a recent study for SAPP2, 
the investment costs for regional transmission 
interconnection projects, essential to the smooth and 
reliable functioning of regional power pools, are usually 
only a fraction of pool financial benefits. However, 
most state-owned utilities in sub-Saharan Africa today 
are heavily indebted and are often unable to secure by 
themselves, the financial resources needed for building 
their required segments of regional interconnectors. A 

2  The Potential of Regional Power Sector Integration: South African Power Pool (SAPP) | Transmission & Trading Case Study. Economic Consulting 

Associates October 2009

viable alternative that other emerging market countries 
have used successfully, particularly in Central and 
South America, is the leveraging of private capital and 
investments. Chapter VII below describes in detail the 
proposed guidelines and steps for leveraging private 
capital and investments.

Impediment 4 – Power surpluses in excess of 
current and projected demand for electricity, as 
well as mandated reserve margins, are emerging 
in several countries in sub-Saharan Africa. 
However, there is currently no advanced power 
trading market available outside of the SAPP to 
sell such overcapacity.

At least one highly successful sub-regional power 
trading pilot project among surplus-power countries 
that have a history of close cooperation to jump-
start regional integration and power trading is vital. 
These could be drawn from either WAPP or EAPP. 
Participating countries ought to agree from the outset 
on the equitable allocation of the costs and benefits of 
enhanced power trading rather than on the contentious 
issue of wheeling fee charges in the short-term.  

Recommendation – Develop a pilot sub-
regional power trading acceleration unit to 
promote integration and power trading in 
the sub-regions

To accelerate power sector integration and promote 
vibrant sub-regional power trading markets, the 
sub-regional power pools must be strengthened. In 
Eastern Africa, the PAU in a revamped EAPP could 
oversee ongoing interconnection projects to ensure 
that countries with power surpluses are connected to 
those with power deficits. Kenya, Uganda, Tanzania, 
and Rwanda expect to have surplus capacity available 
within the next couple of years and they already have a 
history of close cooperation on critical regional energy 
issues; while Burundi which has power deficits, could 
join this group as a potential off-taker. The Government 
of Burundi has already expressed strong interest at the 
ministerial level in joining such a sub-regional power 
trading initiative. The eastern region of the DRC is also 
a potential off-taker, especially for its private mining 
sector which is highly dependent on expensive diesel 
generation. 
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V. PROPOSED TOOL KIT FOR SCREENING 
 AND RANKING MAJOR REGIONAL  
 POWER PROJECTS

Introduction

Many of the major regional power infrastructure 
projects that have already been identified and included 
in regional power pool pipelines may never achieve 
financial close for a variety of technical, financial, 
and institutional reasons, discussed in the previous 
section.

Some stalled regional power projects in sub-Saharan 
Africa were either politically motivated, ill conceived, 
poorly structured or selected in non-transparent ways. 

DFIs and IFIs, particularly the Bank Group and the 
World Bank, spend a considerable amount of staff 
resources trying to validate un-bankable projects. 
The current pipelines of late-stage regional power 
infrastructure projects therefore need to be more 
systematically and robustly screened identify those 
that could achieve financial close and be implemented. 
Similarly, sponsors of newly proposed early-stage 
regional power infrastructure projects need to have 
access to a toolkit that will guide and assist them in 
preparing and structuring projects before approaching 
lenders and potential equity and debt partners for 
funding support. 

Main objectives of the Tool Kit

The proposed toolkit to evaluate major regional 
power infrastructure projects includes a fast-track 
approach to validate project feasibility studies, legal 
and regulatory frameworks, as well as compliance 
with fiduciary, environmental, social and climate 
change requirements, among other project aspects. 
The main objectives of the Tool Kit are to:

• Provide regional power pools, RECs, AUDA-
NEPAD and energy staff within Bank Group with 
an easy-to-use regional project validation tool for 
screening and ranking proposed regional power 
infrastructure projects;

• Develop a project evaluation process based 
primarily upon transparent and readily quantifiable 
criteria for screening and ranking regional and 

sub-regional power infrastructure projects; 

• Assist in improving the quality of major regional 
and sub-regional power infrastructure project 
pipelines. Member country participants along 
with their state-owned utilities and planning 
departments will be able to use the toolkit as 
a pre-submittal checklist before seeking power 
pool endorsement and subsequently, funding 
support for implementation from potential 
lenders and equity partners; and

• Prioritize proposed projects utilizing a 
standardized approach for more rigorous 
assessment by potential lenders and equity 
participants, thereby accelerating the overall 
project review and approval process for highly 
ranked projects. 

Intended application of the toolkit

The proposed toolkit has been validated by the Bank 
Group, Power Pools, RECs and the African Union 
Commission (AUC). The Planning and Coordination 
Committees of the power pools can now “stress-
test” the long-term, least-cost regional generation and 
transmission expansion plans prepared by regional 
member states using the toolkit. 

Functioning of the toolkit

The proposed toolkit contains ten key ranking criteria 
that embody a number of transparent and readily 
verifiable elements to facilitate evaluation and scoring. 
The maximum score a project can receive is 1000 
points. The screening result will be a relative rank 
ordering of all proposed regional energy projects. A 
project’s scoring will indicate its readiness for financial 
close and possible implementation. A lower score 
may indicate the need for additional interventions to 
accelerate the project towards financial close. 

Only projects that receive a total score of 500 
points or greater should be considered Priority 1 
projects. These would immediately qualify for grant 
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funding for preparation, transaction structuring, and 
development support from the proposed Regional 
Project Acceleration Unit (RPAU) to facilitate financial 
close and implementation. Projects receiving a score 
between 300 and 499 points will be considered Priority 
2 projects that will require greater development efforts 
on the part of their host governments or sponsors. 

The users of the tool kit will work closely with the 
respective RPAU on Priority 1 projects under their 
purview. The RPAUs will be responsible for assembling 
available project-related information and data and 
make them available for access by interested national 
electric utilities, regulatory authorities, lenders, and 
potential private sector developers and investors, 
host Government ministries and agencies, RECs, 
and interested development partners. The RPAU 
will coordinate required project preparation activities 
based on the availability of grant funding support. 
Finally, projects prepared in this way by the RPAU 
will become eligible for subsequent financing and 
guarantee support.

In developing the proposed project screening and 
ranking scorecard, a detailed review of similar 
screening and ranking processes was initially 
undertaken. A broad range of project prioritization 
processes reviewed include:

• The Bank Group’s Project Preparation Form, 
Power Project Screening Criteria – Technical 
Assessment, Preliminary Evaluation Note, and 
Regional Operations Selection and Prioritization 
Framework; 

• NEPAD’s New Quality at Entry (QaE) Project 
Selection Criteria and Screening Sheet to evaluate 
regional projects in Africa, and also NEPAD’s 
De-Risking Framework for Power Infrastructure 
Projects; 

• USAID’s screening approaches used to select 
candidate projects for grant-funded support and 
technical assistance interventions in Indonesia 
under the Indonesia Clean Energy Development 
(ICED) Program, the Private Finance Advisory 
Network (PFAN) for Asia, and the Private Capital 
Group for Africa (PCGA); and 

• Deloitte Consulting’s and McKinsey’s project and 
country screening and ranking approaches.

After an in-depth comparative review, the NEPAD 
New Quality at Entry (QaE) Project Selection Criteria 
and Screening approach was determined the most 
promising and appropriate screening and prioritization 
methodology for ranking major regional energy projects 
since it offered an easy-to-use format. Additionally, 
it was readily usable by host governments as well 
as developers of non-sovereign and PPP projects 
as a checklist to ensure that all required country 
agreements, data, reports, and project documents 
are in order prior to approaching the Bank Group for 
financing support. 

This particular screening scorecard utilized seven 
major criteria, as summarized in Table 1: 

Table 1 – NEPAD new Quality at Entry (QaE) project selection criteria screening sheet

NEPAD-Quality at Entry Criteria Weight (%)
1) Institutional and Implementing Arrangements 20
2) Regional and National Alignment 20
3) Project Readiness 20
4) Financing Prospects 15
5) Counterpart Contributions & Co-Financing 15
6) Regional Connectivity 5
7) Supplementary Considerations 5

Total Score 100

This scorecard was updated to align it closely to how 
most lenders and potential investors actually evaluate 
promising project opportunities. Current due diligence 
practices followed by most MDBs and IFIs focus 
more on institutional and policy requirements such 
as the strategic fit to country strategy documents 
and country programming considerations; sponsors’ 
capacity to provide counterpart contributions; and 
well as additionality and development outcomes 

considerations. 

Table 2 depicts the modified and expanded ranking 
criteria along with assigned scoring points selected for 
inclusion in the updated Regional Power Infrastructure 
Project Evaluation toolkit:
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Table 2 - Updated regional energy project screening sheet and ranking criteria

Updated Ranking Criteria Maximum Score 

1) Regional and National Policy Alignment 
100

2) Technical and Engineering Design Readiness 150

3) Environmental and Climate Change Considerations 100

4) Institutional and Governmental Implementing Arrangements   50

5) Regional Connectivity Aspects   50

6) Host Utility or Project Sponsor Financial Capacity and Past Experience   50

7) Legal and Regulatory Readiness 100

8) Project Agreements for Review by Lenders 150

9) Financing Prospects 150

Acceptable Risk Mitigation Plan & Sufficient Credit Enhancements 100

Maximum Total Score 1,000

Evaluation criteria and verification measures to 
facilitate scoring

The first six ranking criteria in Table 2 are relatively 
simple to verify and validate. At the time of initial 
screening, these criteria would have been determined 
or not. The next four criteria (numbers 7 through 10), 
will require greater due diligence and verification, 
as well as more subjective judgments to determine 
a relative score. For instance, under criterion 8, the 
existence of an approved off-take agreement or PPA 
for generation projects or a transmission service 
agreement (wheeling charges) for a cross-border 
transmission interconnection project will attract a 
maximum subcomponent score of 30 points. If a 
Project Manager determines that no such agreements 
exist, even in draft forms, then this subcomponent 
should receive a score of zero. However, if draft 
agreements exist and are under active negotiations, 
then a score of somewhere between 10 and 25 points 
may be awarded, depending on progress to date in 
negotiating such an agreement. 

Highlights of recommended ranking criteria

The following subsections present an overview of 
the types of measures scored under each ranking 
criterion.

1. Regional and National Policy Alignment – A 
key measure under this criterion is whether the 
project is a priority in the current Regional Power 
Pool Master Plan. Another important measure 
is the project’s ranking in the participating 
countries’ most recent Least-Cost Generation 
and Transmission Expansion Plans, as well as the  

Regional Least-Cost Expansion Plan. 

2. Technical and Engineering Design Readiness 
– The two most important verification measures 
under this criterion are evidence of a recently 
completed technical and economic feasibility study 
and also a completed conceptual engineering 
design along with budgetary cost and life-cycle 
cost estimates and associated implementation 
schedules.   

3. Environmental and Climate Change 
Considerations – For international financial 
institutions and bilateral donors, a key criterion 
is whether the proposed project has factored 
into its design the AfDB Group’s, World Bank’s, 
and/or IFC’s published environmental and social 
safeguard guidelines. Similarly, most multilateral 
development banks and IFIs are interested in 
assessing a project’s contribution towards global 
greenhouse gas emissions reduction, and support 
protocols of the ratified Paris Agreement.

4. Institutional and Governmental Implementing 
Arrangements – A key verification measure 
under this criterion is proof of high-level political 
buy-in by all member countries involved. Similarly, 
whether there is a written agreement or MOU 
between the various participating countries in 
the project. Other important validation measures 
include formal designation of a lead institution to 
shepherd or mentor the project, and the existence 
of a designated implementing agency. Finally, 
there should be written records of all meetings 
between host governments and project sponsors 
to demonstrate commitment to the proposed 
project on the part of all parties involved.
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5. Regional Connectivity Aspects – This criterion 
measures the degree to which the proposed 
project allows the exploitation of an important 
regional resource to expand generation capacity 
or open a transmission corridor for improved 
regional connectivity. The objective is to facilitate 
cross-border power exchanges and inclusive 
growth for the local and regional populations.

6. Host Utility or Project Sponsor Financial 
Capacity and Past Experience – Key measures 
to judge managerial capacity under this criterion 
include: previous experience of participating 
state-owned utilities or sponsors with complex 
regional power project development and 
operations: financial solvency: capacity to provide 
contingent equity contributions: and established 
relationships with potential sources of long-term 
debt, guarantees, equity, and risk insurance. 
Experience in raising required financing for large-
scale projects is an advantage.

7. Legal and Regulatory Readiness – Measures 
to be assessed under this criterion comprise: 
the existence of an effective regional electricity 
regulatory authority or a dedicated supranational 
regulator; existence of cost-reflective tariffs and 
transmission user fees; standardized licensing 
procedures among participating member states; 
guaranteed third-party access to the regional and 
all associated national transmission networks; 
harmonized grid codes and standardized 
wheeling agreements. Also, to be assessed are 
published guidelines for regulating cross-border 
power trade; common metering standards among 
participating countries that meet international 
best practices; existence of dispute resolution 
procedures; and final regulatory approvals for the 
project from each country. 

8. Project Agreements for Review by Lenders 
and Investors – Each proposed project will 
therefore need to be evaluated against the 
following verifiable measures, depending on the 
project structure ( public sector undertaking, a 
public–private partnership (PPP), or as a private 
transmission line segment between nodes on a 
Build-Own-Operate (BOO), Build-Own-Transfer 
(BOT), or Build-Own-Operate-Transfer (BOOT) ): 

• Existence of a legally binding Project 
Implementation or Concession Agreement 
with all appropriate national governmental 
authorities; 

• Approval of all required licenses and resource 
use agreements; 

• Attainment of all site access permits and 
rights-of-way agreements; 

• Approved transmission access rights for 
generation projects and wheeling agreements 
for transmission projects; 

• Approved Environmental and Social Impact 
Assessment and Environmental and Social 
Mitigation and Monitoring Plan; 

• Approved Power Purchase Agreement 
for generation projects or a Transmission 
Wheeling Fee Agreement for a cross-border 
transmission project; and finally, 

• Approved and signed agreements regarding 
project site acquisition and land transfers for a 
major power project are in place. 

9. Financing Prospects –  Overall status of 
project finance activities with respect to funding 
prospects, preliminary commitments, and funding 
obligations will be reviewed as follows:

• Evaluate the completeness and applicability of 
a proposed project’s transaction structure and 
project financing memorandum; 

• Validate that the project is budgeted for in 
each of the participating countries;

• Establish the level of interest, commitment, 
and funding availability of other donors;

• Review evidence of funding interest, pledges, 
or commitments from other potential sources 
of finance such as pension funds, private sector 
developers, equity capital funds, clean energy 
funds, and other financial intermediaries; 

• Seek proof of ability to make mandatory 
counterpart contributions in line with the AfDB 
classification of countries such as Fragile 
States, Low Income Countries, and Middle-
Income Countries; 

• Assess the ability of participating governments 
to make additional co-financing contributions; 
and 

• Validate the existence of co-financing pledges 
from other development partners and bilateral 
donors.

10. Acceptable Risk Mitigation Plan and 
Sufficient Credit Enhancements – To assess 
proper mitigation of inherent project risks and the 
arrangement of adequate backstop guarantees 
and credit enhancement to give sufficient 
comfort to all funding entities, criteria will be (i) 
the existence and adequacy of a detailed risk 
mitigation matrix and strategy, covering both the 
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construction and commercial operation phases; (ii) 
proof of preliminary commitments and backstop 
guarantees from multilateral, bilateral, and/or 
commercial insurers to address non-payment 
issues, default, and liquidated damages; and (iii) 
a strategy to address local currency devaluation 
risks.

Tool Kit scorecard for project ranking

Table 3 presents the proposed Regional Power 
Infrastructure Project Evaluation Tool Kit scorecard. 
The toolkit is designed to enable objectivity as much 
as possible in the scoring of points, with a column  
for remarks indicating the rationale or discussion that 
informed the scores awarded.
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Table 3 - Proposed regional power infrastructure Project Evaluation Tool Kit Scorecard

Regional Project 
Name:

Lead Develo-
per and  
Executing 
Agencies:

Type of Energy 
Project:

Other Par-
ticipating 
Stakeholders 
Involved:

Project Scope and  
Summary of Re-
gional Benefits:

Assigned 
Regional 
Project 
Advisory and 
Acceleration 
Unit:

Participating 
Countries:

Total Project 
Score:

RANKING 
CRITERIA AND 
WEIGHTING

MEANS OF EVALUATION OR VERI-
FICATION 

MAXIMUM 
SCORE

ASSESSED 
POINTS

AMPLIFYING 
COMMENTS  
AS MAY BE 
REQUIRED

1. REGIONAL AND  
NATIONAL POLI-
CY ALIGNMENT  
(100 Points)

- Priority in Regional Energy Infrastruc-
ture Master Plan
- High ranking in the Regional Least 
Cost Expansion Plan 
- Priority in National Development 
Plans and/or transmission and genera-
tion expansion plans of each participa-
ting country 
- Existing priority project in the pipeline 
of DFI (e.g. AfDB, World Bank, DBSA, 
USAID Power Africa, etc.)
- Existence of a Project Concept Note 

30

30

20

15

5

2. TECHNICAL 
AND  
ENGINEERING  
DESIGN REA-
DINESS
(150 Points)

- Existence of a comprehensive and 
up-to-date Feasibility Study and/or 
Pre-Feasibility Study 
- Completed conceptual engineering 
design, budgetary cost estimate inclu-
ding estimate of life cycle costs, and 
implementation schedule 
- Selection of credible equipment sup-
pliers and reputable EPC contractor  
- Identification and selection of a cre-
dible O & M operator 
- Evidence of a formalized interface 
agreement between the EPC and O 
& M contractors and appointment of 
owner’s engineer

50

50

20

20

10

3. ENVIRONMEN-
TAL AND CLIMATE 
CHANGE CONSI-
DERATIONS 
 (100 Points)

- Project can be designed to meet 
Bank Group’s and/or IFC’s Environ-
mental and Social Impact Guidelines
- Expectation that the project will 
reduce greenhouse gas emissions and 
positively support the Paris Accord 
protocols 

50

50
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INSTITUTIONAL 
AND GOVERN-
MENTAL  
IMPLEMENTING  
ARRANGEMENTS   
(50 Points)

- Proof of high-level political buy-in /
championing 
- Written agreement/MOU between/
among participating countries
- Formal designation of Lead Institu-
tion(s) by participating countries
- Formal designation of Implementing 
Agency by participating countries
- Written records of meetings de-
monstrating ownership/commitment 
by governments/project sponsors

20

15

5

5

5

REGIONAL  
CONNECTIVITY  
ASPECTS 
(50 Points)

- Proof that the project is situated in 
an area/region with low connectivity 
and will improve regional integration 
- Evidence that project would open up 
an important regional resource area/
corridor
- Evidence that project would open up 
major cross-border opportunities for 
inclusive growth of local populations 

20

15

15

HOST UTILITY OR  
PROJECT SPON-
SOR FINANCIAL 
CAPACITY AND 
PAST EXPE-
RIENCE  
(50 Points)

- Previous major energy infrastructure 
project development and operational 
experience 
- Financial strength to provide initial 
capital and project equity (including 
contingent equity commitment) 
- Established relationships with poten-
tial providers of long-term debt, equity 
investors, guarantors, and insurers
- Experience in raising equity/debt 
financing for large-scale projects

20

20

5

5

LEGAL AND  
REGULATORY  
READINESS 
(100 Points)

- Existence of an effective regional 
electricity regulatory authority or dedi-
cated supranational regulator
- Existence of cost reflective tariffs and 
transmission user fees
- Existence of a standardized licensing 
approach among participating coun-
tries in the project
- Established Third Party Access 
Framework including Implementing 
Rules and Regulations 
- Existence of harmonized grid codes 
and standardized wheeling agree-
ments among participating countries 
- Published guidelines for regulating 
cross-border power trade 
- Metering standards meet best 
practices in similar regional markets 
elsewhere 
- Procedures in place for resolving 
disputes associated with cross-border 
power sales 
- Final regulatory approvals being 
processed for the project

15

15

5

10

15

10

5

15

10
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4. PROJECT  
AGREEMENTS 
FOR  
REVIEW BY 
LENDERS AND 
INVESTORS 
(150 Points)

- Agreed upon Project Implementa-
tion or Concession Agreement with 
appropriate national governmental 
authorities 
- Input licenses/agreements in place 
(e.g. water access and use permits 
for hydropower project and feedstock 
supply agreements for coal, gas, and 
biomass/biogas projects) 
- Approved site access permits and 
rights of way agreements
 - Approved transmission access 
agreement for generation projects and 
wheeling agreements for transmission 
projects
- Approved EPC contract
- Approved O & M contract
- Approved Environmental and Social - 
Impact Assessment
- Approved Environmental Mitigation 
and Monitoring Plan 
- Approved off-take or transmission 
user fee agreements in place 
Formal acquisition of project site or 
transmission rights of way 

20

20

20

30

5
5
10
5
30

5

5. FINANCING  
PROSPECTS 
(150 Points)

- Evidence of project being part of fun-
ding pipeline of DFI, bilateral/multilate-
ral donor, or other financiers/investors
- Proof that the project appears in the 
National Development Plans in terms 
of budget allocations for participating 
countries 
- Evidence of other donor funding, 
interest, or commitment 
- Evidence of developer/sponsor/
concessionaire interest, commitment, 
or pledge
- Proof of ability to make mandatory 
counterpart contributions in line with 
AfDB classifications such as Fragile 
States, Low-Income Countries, and  
Middle-Income Countries
- Existence of co-financing pledges 
from other donors or sources
- Approved transaction structure and 
financing memorandum

20

20

30

30

10

10

30

6. ACCEPTABLE 
RISK  
MITIGATION PLAN 
AND SUFFICIENT 
CREDIT  
ENHANCEMENTS
(100 Points)

- Detailed Risk Mitigation Matrix and 
Strategy covering both the construc-
tion and also the commercial opera-
tion phases 
- Preliminary commitments and 
backstop guarantee from multilateral, 
bilateral, and/or commercial insurers 
- Strategy for dealing with local curren-
cy depreciation risks 

40

50

10

TOTALS 1000

*NOTE: To qualify for Priority 1 Regional Project Advisory Unit support and inclusion on the Bank Group’s high-priority regional energy project 

list, a proposed regional power project must have a total score of 500 or higher. Projects receiving between 300 and 499 points will be classify 

Priority 2 projects and will require greater development efforts on the part of host governments involved before re-submitting the project for 

possible consideration for grant funding project preparation assistance from the Regional Project Advisory and Acceleration Unit. 
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Scorecard results for 10 selected priority 
regional power projects 

After discussions with various stakeholders in each 
of the four power pools reviewed in this report, ten 
representative high-priority regional projects were 
test-run through the proposed Screening and 
Ranking Tool Kit. Projects that received a score of 
500 or greater were classified Priority 1 projects, 
eligible for possible grant-funded assistance from their 

respective proposed Regional Project Acceleration 
Units (described in Chapter VI). Projects receiving a 
score between 300 and 499 were classified Priority 2, 
i.e. projects of interest to financiers, but which would 
require greater development efforts on the part of their 
host governments and project sponsors before being 
re-submitted for possible grant funding support and 
assistance from the Regional Project Acceleration 
Unit. Table 4 presents the test results for these ten 
priority projects. 

Table 4 – Test results from the Regional Power Infrastructure Screening and Ranking Tool Kit

Regional Project Name Power Pool  
Region

Line Size in kV 
or Capacity in 
MW

Total Estimated 
Cost
(US$)

Team Score 
Out of 1000

ZIZABONA Transmission Inter-
connection Project

SAPP 400 kV line 225 million 795

North Core Transmission Project WAPP 330 kV line 682 million 792

Interconnection Tanzania – 
Zambia

EAPP & SAPP 400 kV Line plus 
Support

465 million 631

Mapanda Nkua Dam and Hy-
droelectric Project

SAPP 1,500 MW 4.2 billion 519

Batoka Gorge Hydroelectric 
Power Scheme

SAPP 2,400 MW 6.0 billion 516

Second Interconnection Ethiopia 
- Djibouti

EAPP 230 kV Line 100 million 515

Interconnection Uganda – Tan-
zania at 220 kV

EAPP 220 kV 320.68 million 475

Inga III Basse Chute Hydro-
power Project

CAPP & SAPP 4,800 MW 14.0 billion 460

Eastern Backbone Nigeria WAPP 330 kV 966 million 457

Chollet Hydro Power Project CAPP 600 MW 700 million 426
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VI. ESTABLISHMENT  
OF REGIONAL POWER 
PROJECT ACCELERATION 
UNITS (RPAUS)
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VI. ESTABLISHMENT OF REGIONAL POWER   
 PROJECT ACCELERATION UNITS 

Introduction

Several major high-priority regional power projects at 
various stages of development in each of sub-Saharan 
Africa’s major regional power pools have stalled. 
These include: (i) Egypt–Sudan–Ethiopia 500kV AC 
and 800 kV HVDC interconnections; (ii) 1,600 MW 
Batoka Gorge Hydro Power Project, (iii) 4,800 MW 
Inga III Basse Chute Hydro Power Project, and iv) 
Ruzizi III hydropower generation and transmission 
interconnections projects in the Great Lakes region of 
East and Central Africa. 

Addressing the root causes of delayed regional power 
projects requires a concerted effort by all parties 
involved; governments and their electric power 
utilities, bilateral and multilateral financial institutions, 
commercial lenders and donors. 

It is generally acknowledged that major regional power 
projects cannot be accelerated in the near to medium-
term solely by regulatory reforms aimed at improving 
the enabling environments or capacity building. Rather, 
the focus should be placed on assisting high-priority 
regional power projects to achieve financial close 
and to proceed to implementation. However, regional 
transaction advisory efforts and targeted interventions 
need to be highly selective and focused on those 
projects with high commercial viability and overall 

project readiness, which can reach financial close.To 
this end, there is a need for an operational unit for 
the effective and efficient preparation and transaction 
structuring of large-scale regional power infrastructure 
projects. Such a Regional Project Advisory Unit has 
already been effectively piloted in the SAPP and has 
been functioning for four years and over now with initial 
grant funding of US$ 20 million from World Bank trust 
funds. Additional funding support and pledges have 
brought the total funding support to US$ 45 million. 
This has enabled project preparation and transaction 
advisory support for eight priority projects to date. 

It is therefore recommended that Regional Project 
Acceleration Units (RPAU) be established in East 
Africa, Central Africa, and possibly in West Africa, in 
line with what has been achieved in SAPP. However, 
it is important to consider the unique circumstances 
of each of these regions in developing such an 
RPAU. For example, in East Africa, sub-agencies of 
the NBI such as NELSAP-CU and ENSAP-ENTRO 
have some jurisdictional overlaps with the EAPP. 
Ongoing regional planning, power market design 
and development efforts are currently the preserve 
of the EAPP, but other regional energy organizations 
such as NELSAP-CU and ENSAP-ENTRO are also 
responsible for project implementation. There are 
also organisations such as Energie des Grands Lacs 
(EGL), formed under the auspices of the Communauté 
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Economique des Pays des Grands Lacs (CEPGL), 
comprising Democratic Republic of Congo, Rwanda, 
and Burundi to develop Ruzizi III and IV and related 
transmission lines. There is therefore a clear need for a 
redefinition of roles to ensure that early-stage regional 
project preparation remains under the domain of the 
RPAU, which could be directly under the EAPP. The 
EAC may need to consolidate institutions involved 
with early-stage regional power project preparation 
under one body and build the capacity of this body to 
provide the RPAU services for regional power projects 
in East Africa. In West and Central Africa however, the 
proposed units should closely align with, and directly 
support their respective regional power pools. 

However, after validation with respective Power Pools 
and RECs, it was suggested that the RPAUs could 
be housed with the RECs. The experience of the 
SAPP PAU has shown that despite the commitment 
of the unit, projects were delayed owing to political 
constraints. It was established that, this challenge, 
could be mitigated within the RECs.  

Main objectives of the RPAU

The proposed RPAUs will conduct the following 
activities aimed at expediting the preparation of major 
regional power infrastructure projects: (i) complete 
all outstanding project preparation activities in 
coordination with the Countries/Utilities; (ii) assist 
with negotiations with participating member country 
governments; and (iii) provide post-financial close 
services as may be required to facilitate project 
implementation. The main objectives of the proposed 

RPAU therefore are:

• To assist Member Utilities to advance priority 
projects from preparation to implementation;

• To assist Priority 1 projects (those with scores of 
500 or greater) to get to implementation on a fast-
track basis;

• To provide guidance to promising Priority 2 
projects (with scores between 300 and 499) to 
complete all outstanding project documentation 
in order to be upgraded to Priority 1; and, 

• To provide post financial close assistance and 
support, to ensure projects are implemented on 
schedule.

Proposed operational aspects of the RPAU

Priority 1 projects will be eligible for detailed project 
preparation and advisory assistance. 

The RPAU funding will come from a revolving fund 
initially resourced with grants from the AfDB and other 
interested development partners. For a project that 
receives such advisory assistance from the RPAU 
and ultimately achieves financial close and starts 
implementation, the project sponsors will be required 
to reimburse the RPAU for the total cost of transaction 
advisory services and third-party consultations plus a 
negotiated success fee. 

The AfDB -financed bio-mass station 
in South Africa.   
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VII.  GUIDELINES TO  
PROMOTE PRIVATE  
SECTOR PARTICIPATION IN 
REGIONAL TRANSMISSION 
PROJECTS
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VII.  GUIDELINES TO PROMOTE PRIVATE  
 SECTOR PARTICIPATION IN REGIONAL  
 TRANSMISSION PROJECTS  

Introduction

Most state-owned electric utilities in Africa today are 
heavily indebted and unable to secure by themselves 
the financial resources needed for building their 
required segments of regional interconnectors and 
associated national feeder lines. Yet many major 
regional and sub-regional projects fail to reach financial 
close because project sponsors do not appreciate 
the role that the private sector could play in providing 
additional funding. 

Accordingly, the RECs and Power Pools are 
encouraged to promote greater private sector 
participation in state-owned utilities, particularly in 
regional transmission interconnection projects. Several 
examples of successful programs exist in the world 
today, especially in Guatemala, Brazil, Colombia, 
and Peru to name but a few. Such highly successful 
examples not only serve as precedents for national 
state-owned utilities, but also represent best practices 
elsewhere in emerging market countries.

Different methodologies adopted both in Africa and 
elsewhere in the world to encourage private sector 
participation in major regional and sub-regional cross-
border transmission projects are discussed below, 
analyzing their benefits as well as their limitations.

Promoting transmission master plans in 
regional power pools  

A number of studies have shown that decentralized 
approaches to transmission planning for the most part 
fail to attain a social and economic optimum. Relying 
on bilateral negotiations, in particular, is far from ideal 
for the following reasons:

• If more than two agents are involved in the 
negotiations, the result of the bargaining is not 
necessarily optimal for the whole power pool. 
This can be proven using arguments from game 
theory;

• The cost of the negotiations can be too high; and, 
in decentralized transmission planning situations, 
pool member countries could act strategically 
by over- or under-investing in local infrastructure 
projects.

In particular, merchant transmission projects should 
be discouraged, since they might exacerbate potential 
market abuse by generation firms, which might adopt 
a gaming behavior in collusion with the transmission 
merchant.

Accordingly, Development Funding Partners should 
encourage each of the regional power pools to update 
their regional transmission master plans at least 
every two years, including identification of planned 
transmission corridors and potential line segments 
located in member countries that might be attractive 
to private developers and investors.

Considering the competitive auctioning of 
regional transmission interconnectors 

International experience with reverse public auctions in 
electric power markets in emerging market countries 
in Central and South America has proven that 
institutional investors are interested in participating 
in well-structured transmission projects. Because of 
market-inspired reforms, many former state-owned 
electric utility monopolies have acquired the expertise 
and the financial muscle to build transmission lines in 
foreign countries. 

As an example, in October 2017, ISA, the Colombian 
state-owned transmission utility, won the bid to 
design, build, operate and maintain two 500 kV 
transmission lines in Peru, including the associated 
substations. Five companies participated in the 
bid. ISA won by offering the lowest cost. Another 
recent example is the case of Guatemala, where the 
government has leveraged private capital to build, 
own, and operate (BOO) transmission lines between 
key nodes to alleviate transmission congestion and 
allow energy industries to export to the regional power 
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pool. Guatemala’s transmission interconnections with 
the SIEPAC line connecting the six member states in 
the Central American Regional Electricity Market (the 
MER) was seriously constrained for a number of years, 
limiting the country’s ability to export approximately 
600 MW of surplus cogeneration power capacity 
from its sugar industry. Today, after several successful 
public auctions by the state-owned transmission 
company INDE, Guatemala no longer has any such 
transmission interconnection congestion due to 
private sector participation in its transmission system. 
Guatemala is now the largest exporter of electricity to 
the MER and Mexico. 

While sub-Saharan African utilities may be reluctant 
to consider such participation on a BOO basis as in 
Guatemala, a viable alternative is to conduct such 
public auctions on a build, own, operate, and transfer 
(BOOT) or build, own, and transfer (BOT) basis. This 
would allow the asset to revert to the state-owned 
electric utility at the end of a period, as specified in 
the contract once the investor has fully recovered their 
initial investment (plus profit).

Actions preceding an international auction

Besides clear and detailed specifications of the 
transmission lines to be auctioned, host countries 
should conduct further due diligence. Most 
importantly, transmission rights-of-way should be 
previously acquired, especially if they cross territories 
belonging to indigenous populations. In addition, 
local stakeholders should agree before the auction. 
It is inappropriate from a risk allocation perspective 
for private firms to accept responsibility for these 
activities. For the same reason, it is recommended that 
national governments develop ESIAs (Environmental 
and Social Impact Assessments), as well as their 
corresponding RAPs (Resettlement Action Plans). 
Remediation of environmental impacts can be 
included as part of the bid conditions. In addition, it 
is important to perform pre-qualification of interested 
parties to ensure that they satisfy all required technical 
and financial requirements, as well having extensive 
experience in developing and implementing major 
transmission projects, preferably those of a cross-
border nature. 

Auction design

Auctions have to be carefully designed and structured 
to be successful. In particular, bid documents should 
clearly indicate award conditions and include a 
draft contract. If there are insufficient local expertise 

available, competent consultants should be hired. 
Alternatively, the Multilateral Development Bank like 
the AfDB could provide such auction design support. 

Regarding successful auction designs elsewhere, 
Guatemala’s approach is worth examining. Their 
auction design comprised monthly payments to the 
winning bidder during the first eight years after the 
line had been constructed and placed in commercial 
service. After this initial period, payments reduced to 
the regulated national transmission payments until the 
end of the useful life of the transmission line, usually 
assumed to be 30 years. The project was awarded 
to the lowest bidder (i.e., to the company offering 
the lowest monthly payments during the first eight 
years). The winning bidder was also responsible for 
operation and maintenance of the line and associated 
substations that they build. 

Alternative wheeling mechanism methodologies

Illustratively, SAPP has applied the following wheeling 
mechanisms at various times over the past several 
years:

1. Postage Stamp – Initially, SAPP applied a 
wheeling fee charged as a postage stamp: 7.5 
percent of energy costs applied in the case of 
only one-wheeler and 15 percent for two- or more 
wheelers. 

2. MW-km – SAPP has since 2003 applied the 
methodology whereby assets wheeling at least 1 
MW are identified on the networks of the wheeler 
and compensated in proportion to the level of 
usage.

3. Nodal Pricing – A recently finalized study currently 
on trial implements a methodology that provides 
market signals for the construction of additional 
transmission. Though more precise in allocating 
wheeling charges depending on congestion, this 
methodology is harder to implement.

It is better to start with simpler methodologies 
when initiating power pooling and to evolve to 
methodologies providing market signals, as SAPP 
has done. Overnight introduction of a nodal pricing 
methodology in the MER (the Central American 
Regional Electricity Market), for example, caused 
several problems, including temporarily lowering 
the level of interchanges among member countries, 
which probably could have been avoided, if 
experience had been previously gained with simpler 
methodologies.
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The AfDB -financed Itezhi Tezhi  
Hydro-electric station in Zambia, 2018
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VIII. PROPOSED 
FRAMEWORK FOR  
JUMP-STARTING 
SUB-REGIONAL POWER 
TRADING ON A PILOT 
BASIS
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VIII. PROPOSED FRAMEWORK FOR  
 JUMP-STARTING SUB-REGIONAL POWER  
 TRADING ON A PILOT BASIS

A. Advantages to member countries from 
enhanced power trading 

There is little doubt that access to electricity will improve 
through increased cross-border sharing of power 
among participating regional pool member states. 
In this regard, the many benefits and advantages of 
such interconnections and subsequent cross-border 
power trading between countries typically include the 
following:

• Economies of scale: Savings can be achieved 
through the construction of larger generating units 
and higher-capacity transmission facilities;

• System reliability: Countries can maintain the 
same level of reliability in an interconnected system 
with less generating reserve on each system;

• Operating reserve: Savings can accrue in both 
spinning and non-spinning reserve margins;

• Installed reserve: Savings due to installed capacity 
reductions typically result from coordinated 
capacity planning;

• Deferred construction of major generation 
projects: Savings will also occur from the 
scheduling of new facilities to minimize periods of 
over- and under-capacity;

• Economic energy interchange: Savings 
from being able to buy cheaper energy than the 
alternative available from a country’s own electric 
generating plants;

• Load diversity: savings from reduced capacity 
requirements that result when interconnected 
systems reach peak load at different times 
(seasonally, weekly, daily, hourly);

• Hydro diversity: Dry seasons do not always 
overlap for all countries in a given regional power 
pool, therefore making available cheaper hydro 
resources during times of drought;

• Maintenance coordination: Savings from 
optimizing the timing of planned outages for 
maintenance and upgrades;

• Maximizing hydroelectric utilization: 
Optimizing the use of peaking power and energy 
available from neighboring hydro systems;

• Supporting intermittent renewable 
generation: Importing from a member country 
with dispatchable generation resources (hydro, 
gas), thereby forgoing more expensive national 
back-up;

• Profiting from planning errors in other 
countries: Benefitting from the compensating 
effect of independent decisions by separate 
managements in limiting the consequences of 
planning errors in forecasting, generating mix, and 
construction scheduling;

• Resource diversity: Greater ability to substitute 
alternative energy sources during outages;

• Emergency response: Improved ability to avoid 
loss of load or minimize its duration as a result of 
centralized regional coordination of operations;

• Utility planning and operating quality: 
Improved level of proficiency resulting from 
information exchanges and joint analysis; and

• Permits joint ownership and financing of 
large-scale transmission interconnection projects.

B. Selected estimates of potential benefits 
from enhanced power trading 

Improved reserve margins and the possibility of 
accessing lower-cost peak capacity from other 
countries would allow postponing, reducing, or even 
avoiding large investments in domestic generation. 
This would greatly reduce the fiscal burden of power 
sector development in several countries throughout a 
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given power pool region. For instance, it is estimated 
that full expansion of regional power trade in the EAPP 
and the displacement of thermal generation based on 
imported fossil fuels with cost-effective renewable 
generation could conceivably save the region between 
US$ 700 million and US$ 1.0 billion in power costs 
annually by 2025. Furthermore, it will generate an 
estimated reduction of 9.42 US$/MWh in the long-run 
marginal cost of power for the region. This translates 
into an 8–10 percent reduction, on average, among 
most member countries in the region. 

In addition, the shift to cleaner energy sources 
along with expanded cross-border power trading 
in the Eastern Africa region would reduce regional 
carbon emissions by 100 million tons annually by 
2025. Moreover, electricity exports from surplus 
countries could become a large source of revenues 
and potentially account for a significant share of their 
GDP moving forward. However, growing regional 
integration and commencement of widespread power 
trading in the region critically hinges upon completing 
planned region-wide transmission capacity.  

It is worth noting that full integration of multiple national 
electricity systems and a competitive regional power 
market with multiple buyers and sellers will take time 
to materialize. That does not mean that the region 
should forgo the opportunity to start small among 
several member states with a strong desire to derive 
the benefits of cross-border trade opportunities in 
the near to mid-term.

Currently, the Regional Electricity Market in Central 
America (the MER) is probably the best example 
in the world that has achieved highly successful 

competitive power trading markets on a regional 
basis in just a few years. Thus far, Africa has not 
been able to jump-start regional power trading for 
a variety of reasons. In Southern Africa, countries 
have opted to trade bilaterally, primarily based on 
long-term Power Purchase Agreements (PPAs) 
rather than rely on the uncertainty of purchases and 
sales in a Day Ahead Market (DAM) due to concerns 
over the security of supply. The lack of adequate 
transmission infrastructure has also physically 
prevented full integration of SAPP member countries 
and has hindered free power trading on a spot 
market. As a result, today, on average, the Short-
Term Energy Market (STEM) in SAPP only accounts 
for approximately 5–10 percent of all power traded 
within the region and the DAM only accounts for 
roughly 1 percent of all cross-border electricity 
trades. However, the key message to date from 
the SAPP experience, as well as that of the MER, 
is that adequate transmission capacity is critical to 
the creation and development over time of a viable 
regional power trading market. 

Accordingly, the more recent focus of the SAPP, along 
with its Regional Economic Community SADC, has 
been a shift in resources and efforts away from long-
stalled major regional generation projects, to a greater 
emphasis on the preparation and implementation of 
priority regional transmission interconnection projects 
as a way to enable greater regional power trade and 
to promote further regional integration. 

Each of the four sub-Saharan African regional power 
pools evaluated is at a different stage of overall 
power market design and development, as indicated 
in Table 5.
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Table 5: – Comparative status of power market development in the regional power pools in SSA

Implementation Progress WAPP CAPP SAPP EAPP

Recently Updated Regional Master Plan ꒑ ꒑ ꒑
Completed Market Design ꒑ ꒑
Bilateral Transactions Already Taking Place ꒑ ꒑ ꒑
Active Day Ahead Market ꒑
Active Long-Term Contracts Market ꒑
Approved Regional Interconnection Code and 
Compliance Program

꒑ ꒑ ꒑

Wheeling Fee Arrangement Agreed Upon by All 
Member States

꒑ ꒑

Approved Mechanism for Calculating Tariffs and 
Wheeling Fees

꒑ ꒑

Completed Regional Control Center ꒑
Existence of a Regional Database ꒑ ꒑ ꒑ ꒑
Existence of a Regional Market Operator

Existence of an Independent Regional Regulator 
with Supranational Authority

꒑

Existence of a Monitoring and Evaluation Unit ꒑
Existence of a Dispute Resolution Mechanism ꒑ ꒑ ꒑
Existence of a Regional Court for Adjudication
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C. Proposed approach for jump-starting 
power trade in Eastern Africa 

A formal and smoothly functioning regional power 
pool and associated electricity market in Eastern 
Africa is realistically still 5 to 7 years away at best. 
In addition, a mutually agreeable market structure 
has yet to be decided formally among the member 
states of the EAPP. Moreover, to date, the member 
countries have been unable to finalize a wheeling fee 
arrangement and have yet to agree on a common 
methodology for determining such fees, let alone 
begin to harmonize legal and regulatory frameworks 
and standardize grid codes, metering, and licensing 
to hasten the development of a viable regional power 
trading market. 

In spite of the outstanding activities, it is expedient to 
accelerate regional power sector integration trading in 
East Africa due to the expected power surpluses. By 
completing ongoing power interconnection projects 
in the Eastern Africa region, the countries with power 
surpluses can export power through 2025 (and 
possibly through 2030 if a functioning sub-regional 
electricity market would have been established on 
a fast-track basis). Possible candidates with power 
surpluses include Kenya, Uganda, Tanzania, and 
Rwanda, which expect to have surplus capacity 
available within the next couple of years and already 
have a history of close cooperation on critical regional 
energy issues; while Burundi, with its power deficits, is 
connected to this group as a potential off-taker within 
this period. Similarly, the eastern region of the DRC 
is also a potential off-taker, especially for its private 
mining sector, which is presently wholly dependent 
upon expensive diesel generation. 

However, individual countries involved in any given 
cross-border power infrastructure project along 
with associated substations and transmission 
interconnection lines, would still be responsible for 
overseeing and managing construction of all physical 
works and segments within their national boundaries. 
In particular, all the proposed participating sub-regional 
pilot project countries are members of the EAPP.  

D. Required activities for accelerating 
power trade in East Africa

The three key strategic framework pillars suggested 
below serve as the basis for the development and 

establishment of a sub-regional power-trading 
program in East Africa. 

Pillar 1: Facilitating the harmonization of legal and 
regulatory frameworks in EAPP

Regulatory independence, licensing, tariff setting, 
network access, service quality, transparency, and 
stakeholder participation have all been identified and 
cited as barriers to increased private investment and 
enhanced regional power trading. As such, some of 
the key legal and regulatory framework bottlenecks 
that will require greater harmonization among the pilot 
countries within the EAPP include the following: grid 
access rules, grid codes, infrastructure User fee, tariffs 
and wheeling fees, metering, licensing and dispute 
resolution mechanisms. 

It is necessary to ensure the longer-term success of 
legal and regulatory frameworks harmonization and 
the elimination of core bottlenecks in the creation of a 
strong supranational Regional Electricity Regulator for 
Eastern Africa.

Pillar 2: Establishing common sub-regional network 
operational procedures 

Pillar 2 comprises a uniform set of technical documents 
and contracts to ensure the safe, secure, and 
reliable operation of the interconnected sub-regional 
transmission grid, and to provide market participants 
and market service providers with clear, transparent, 
and predictable operational rules to support future 
regional power trading activities. As such, there is 
also a critical need for a strong operating framework 
highlighting such issues as:  processes for managing 
intermittent power flows from renewable energy 
sources, dispatch rules and agreements, transaction 
scheduling, transmission approval processes, network 
congestion management rules, Transmission System 
Operator (TSO) agreements, and other areas. 

Pillar 3: Road map to establishing a sub-regional 
power trading market 

The goal of this last pillar is to initiate as well as 
continue the expansion of existing bilateral trade 
between participating sub-regional countries, promote 
additional bilateral trading agreements with new 
entrants as planned transmission interconnections 
come on-line, and gradually introduce a more liquid 
and competitive short-term electricity market design. 
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ANNEX A: KEY STAKEHOLDERS CONSULTED 
 

I Southern Africa (November 2018)

Key Country Stakeholders

• ESKOM’s Business Development Group, as well 
as International Power Trading staff, in Megawatt 
City, South Africa

Regional Organizations

• SAPP Coordination Center’s Manager, Chief 
Engineer, and Chief Market Analyst in Harare, 
Zimbabwe 

• SAPP’s Project Advisory Unit in Mid Rand, South 
Africa

Development Partners

• Bank Group’s Southern Africa Regional 
Development and Business Delivery Office in 
Centurion, South Africa

• International Finance Corporation’s Principal 
Investment Officer for both Southern and Eastern 
Africa in Johannesburg, South Africa

• NEPAD’s Partnerships, Regional Integration, 
Infrastructure and Trade Division

• USAID/Power Africa’s Senior Energy Advisor in 
Pretoria, South Africa

• Tetra Tech’s Chief of Party which is USAID’s 
Principal Power Africa Contractor in Pretoria, 
South Africa

II Eastern Africa (January 2019)

Key Country Stakeholders

• KETRACO’s Senior Managers for Power 
Management, Planning and Development, and 
Strategy and Corporate Planning in Nairobi, Kenya

• KPLC’s General Manager, Infrastructure / Network 
Management in Nairobi, Kenya

• Ministry of Infrastructure’s Monitoring and 
Evaluation Team in Kigali, Rwanda

• Rwanda Energy Group’s Director of Planning in 
Kigali, Rwanda

• Rwanda Energy Group’s Chief Executive Officer

• Ministry of Energy’s Director of Energy Resources 
Development, along with several senior policy 
planning and technical staff members from both 
the Ministry and UETCL in Kampala, Uganda

• Electricity Regulatory Authority’s Director of 
Financial Services and his team including the 
Manager of Technical Compliance and Monitoring 
for ERA in Kampala, Uganda

• Ministry of Finance’s Assistant for Finance and 
Planning and his staff in Kampala, Uganda

Regional Organizations

• NELSAP’s Regional Coordinator and also the 
Program Officer for Power Projects

• Nile Basin Initiative Secretariat’s Senior Program 
Officer

Development Partners

• Bank Group’s Eastern Africa Regional 
Development and Business Delivery Office in 
Nairobi, Kenya

• World Bank Group’s Energy Specialist Team at 
their Regional Office in Nairobi, Kenya

• KfW Development Bank’s Project Coordinator for 
Energy in Nairobi, Kenya 

• AfDB’s Country Office in Kampala, Uganda
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III Eastern Africa (March and April 2019)

Key Country Stakeholders

• Group meeting and video conference call with 
the Technical Director of the Ministry of Energy 
& Mines, Director General of AREEN, and the 
Project Implementation Unit Coordinator of the 
Burundi Power Utility in Bujumbura, Burundi

• Meeting with the State Minister of Water, Irrigation, 
and Energy in Addis Ababa, Ethiopia

• Meeting with the Director General of the Ethiopian 
Energy Authority in Addis Ababa, Ethiopia

• Meeting with Ethiopian Electric Power’s Executive 
Officer for Corporate Planning in Addis Ababa, 
Ethiopia

• Meeting with TANESCO’s Deputy Managing 
Director for Investment in Dar es Salaam, Tanzania

• Meeting with Ministry of Energy and Mines’ 
Commissioner of Electricity and Renewable Energy 
and TANESCO’s Commissioner of Electricity 
Development in Dar es Salaam, Tanzania

• Meeting with Energy and Water Utilities Regulatory 
Authority senior staff in Dar es Salaam, Tanzania

Regional Organizations

• Meeting with the EAPP Executive Secretariat’s 
General Secretary and Technical Director in Addis 
Ababa, Ethiopia

• Meeting with the East African Community’s Senior 
Energy Officer in Arusha, Tanzania

• Meeting with the East African Community’s 
Director for Infrastructure in Arusha, Tanzania

Development Partners

• Bank Group’s Eastern Africa Regional 
Development and Business Delivery Office in 
Nairobi, Kenya

• AfDB’s Country Office in Bujumbura, Burundi

• AfDB’s Country Office in Addis Ababa, Ethiopia

• World Bank Country Office in Addis Ababa, 
Ethiopia

• USAID/Ethiopia’s Energy Lead, Economic Growth 
and Transformation Office, in Addis Ababa, 
Ethiopia 

• Delegation of the European Union to Tanzania 
and the East Africa Community’s Energy Program 
Manager in Dar es Salaam, Tanzania

• Norwegian Cooperation’s Councilor for Energy 
and his Program Officer for Energy in Dar es 
Salaam, Tanzania

• Conference call with KfW (Frankfurt)’s Program 
Manager for East Africa

• AfDB’s Country Office in Dar es Salaam, Tanzania

• Agence Française de Développment (AFD)’s 
and PROPARCO’s Senior Investment Officers in 
Nairobi, Kenya

• European Investment Bank (EIB)’s Senior Energy 
Sector Engineer in Nairobi, Kenya

• USAID/Power Africa’s Energy Lead for Kenya in 
Nairobi, Kenya

• KfW Development Bank’s Project Coordinator for 
Energy in Nairobi, Kenya

IV Central Africa (April 2019)

• Two lengthy conference calls were conducted 
with the Secretary General of the Central African 
Power Pool and his senior planning staff to 
review the multi-tiered “problem resolution driven” 
approach highlighted by and being proposed by 
the Study Team. In addition, the Team reviewed 
CAPP’s key power infrastructure project priorities 
from their most recent Regional Master Plan.

V West Africa Power Pool (May 2019)

• Conducted a Conference Call with the Director 
of Planning, Investment Programming and 
Environment Safeguards and his Manager for 
developing the updated Regional Master Plan, 
including Volume 5 covering Priority Investment 
Programs. 
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ANNEX B: A CREDIT ENHANCEMENT PRIMER 
AND BRIEFING NOTE

• Credit enhancement is a de-risking mechanism to 
improve the credit profile of a borrower.

• By improving the financial sustainability and 
predictability of a project or borrower’s cash flow, 
credit enhancement contributes to (i) strengthening 
the project’s “bankability,” (ii) enabling the project 
to mobilize private sector financing, (iii) enabling 
the project to obtain financing with a longer tenor 
and lower interest rate, and (iv) increasing the 
financial return to shareholders. 

• Credit enhancement strengthens transactions 
and has marginal debt coverage capacity, 
but may face financial, technical/performance 
or political risks that may affect timely debt 
payments temporarily or intermittently. A project 
must have the economic capacity to service 
its debt obligations over time. However, credit 
enhancements stabilize a project’s cash flow in 
the interim.  

• Credit enhancement is not relevant or useful for 
projects that are structurally unable to service 
their debt obligations over their useful life. In such 
cases, credit enhancement would only serve to 
defer, but not prevent debt payment defaults and 
a termination event. 

• Credit enhancement is not a panacea or solution 
that could be employed in any project to make it 
bankable.

• Credit enhancement must be considered only in 
regard to its applicability in transaction structuring 
on a case-by-case basis, based on the specific 
attributes of the project or transaction.

• Credit enhancement should only be available for 
bankable deals. In principle, such deals will meet 
the “bankability test” of the Screening Mechanism.

• Having met the ranking criteria under the 
Screening Mechanism, the project would be 
eligible to seek credit enhancement (and other 
funding) support under the Transmission Funding 
& Credit Enhancement Facility.  

• The approach to determining whether to seek a 
credit enhancement for a project entail:

• Determining its credit profile;

• Evaluating the weak or potentially problematic 
aspects of the project, according to its credit 
profile, which may prevent it from consistently 
servicing its debt; 

• determining whether these aspects are 
commercial, technical/performance, political 
or regulatory/government concerns; and

• Determining to what extent the project’s 
revenue could be ring-fenced to ensure the 
consistent flow of cash for debt service. For 
example, establishment of an escrow account 
could secure the cash flow in the case of a 
weak utility receiving sufficient tariff payments, 
but the account may be poorly managed or 
encumbered by government requirements.

• If there are commercial concerns, it is important 
to determine whether they are due to cyclical 
events that may cause intermittent cash shortfalls, 
but over time would be sufficient to service the 
project’s debt. For example, in the case of a 
PPA or wheeling agreement, there may be 
periodic payment shortfalls due to consumer 
reasons, electricity theft or regulatory delays in 
implementing tariff increases. Alternatively, there 
may be concerns related to performance risks 
such as completion risk. In such cases, it may be 
possible to calculate a finite “liquidity reserve” or 
credit enhancement (which could be revolving) 
and designed in the form of:

• a (revolving) first-loss guarantee;

• a contingent line of credit; 

• subordinated debt that could be drawn;

• a partial credit guarantee; or 

• a partial risk guarantee.
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• If there are political or regulatory concerns, 
define what they are. For instance, there may 
be concerns over breach of contract regarding 
government obligations that could lead to a 
termination event, expropriation, or transfer and 
convertibility risks. In such cases, we would need 
to determine whether credit enhancement in the 
form of a political risk guarantee (PRG) from an 
MDB and or bilateral agency could address the 
situation. 

• In some cases, it may be prudent to consider 
supplementing the political risk guarantee with 
a partial risk guarantee or liquidity facility with 
another financial institution to service the debt 
while determining the validity if a breach of contract 
or transfer or convertibility event has occurred.

• Sources of credit enhancements for 
projects in Africa could include: African 
Development Bank (AfDB),  World Bank,  
International Finance Corporation (IFC), Multilateral 
Investment Guarantee Agency (MIGA), selected 
bilateral agencies including Overseas Private 
Investment Corporation (OPIC) and EDC, Guarantee 
Companies, European Investment Bank (EIB), or 
Donor trust funds.

• MDBs such as the AfDB and World Bank require 
indemnity agreements from the host government. 
The indemnity agreement counts against the 
country’s lending envelope. However, MIGA, IFC 
and some bilateral agencies (e.g. EDC) do not 
need indemnity agreements.

• The World Bank’s International Development 
Association (IDA) 18 IFC-MIGA Private Sector 
Window (PSW) could be another source of credit 
enhancement, since (i) it focuses on fragile and 
conflict-affected states, which would include many 
countries in sub-Saharan Africa and other parts of 
Africa and (ii) it was created to enable high-impact 
projects in challenging markets, by de-risking 
the projects. PSW 18 facilities which could be 
employed to provide credit enhancement include:

• Risk Mitigation Facility to provide project-
based guarantees without sovereign indemnity 
supported by IFC, and

• MIGA Guarantee Facility to expand the 
coverage of MIGA guarantees through 
shared first-loss and risk participation, akin 
teinsurance.

• Projects are manifold and include: (i) 
increased financial returns to governments, 
institutional and private sector sponsors partly 
by applying economies of scale; (ii) compliance 
with electrification targets set both nationally, 

by pan-African institutions like the AfDB, as well 
as globally; (iii) social benefits to households 
by reducing blackouts and brownouts, thus 
improving African populations’ quality of life; 
commercially by supplying manufacturers and 
businesses with a reliable and affordable source 
of power; and (iv)  environmentally by lowering of 
greenhouse gas emissions, thereby assisting in 
climate change targets. These various benefits 
are discussed further below.

• Financial benefits of cross-border power 
projects – Interconnections in particular, create 
the possibility of sharing excess capacity reserves, 
which can translate into reduced investments 
and reduced operation costs since more efficient 
generation will be dispatched first. For example, 
the latest SAPP pool planning exercise covering the 
period 2018–2040 estimates a Net Present Value 
(NPV) savings in investment and operation of US$ 
36 billion compared to the total estimated cost of 
proposed regional transmission interconnection 
lines of approximately US$ 2.2 billion. The 
aforementioned financial benefits or projected 
savings translate into lower electricity tariffs that 
will make local industries more competitive, as well 
as freeing up resources for investments in other 
priority growth sectors. Finally, the overall financial 
viability of cash-strapped parastatal utilities will 
improve due to reduced investment needs.

• Financial savings accelerate compliance 
with electrification targets – By lowering 
electricity costs and improving overall systems 
reliability, power pools can facilitate enhanced 
electricity coverage, thus facilitating attainment of 
coverage targets.

• Technical benefits include preventing 
blackouts and brownouts – Enhanced 
frequency stabilization, coming from support 
provided by interconnected countries, also lowers 
the incidence of brownouts and blackouts caused 
by large frequency excursions.

• Pool operation increases flexibility in 
developing generation projects – Major 
national generation projects can be delayed 
or accelerated depending on pool support. 
Intermittent renewable generation can be firmed 
up by rapidly responding generation (for example, 
hydro), coming from interconnected countries. 
Furthermore, key regional projects can be 
identified, and included in a priority pipeline for 
development.

• Pool operation facilitates load diversity and 
seasonal availability of renewable resources 
Countries relying on hydro energy, for example, 
during severe dry seasons could now access 

B
U

IL
D

IN
G

 R
E

G
IO

N
A

L 
P

O
W

E
R

 M
A

R
K

E
TS

 IN
 A

FR
IC

A

57



thermal generation belonging to other member 
countries. Instead of dispatching expensive 
national fossil fuel generation, countries can now 
rely on their neighbors’ abundant hydro during the 
rainy season. Moreover, load diversity enhances 
pool benefits by reserve sharing and lowering 
dispatch costs.

• Pool operation promotes economies of scale 
when building generation plants – Rather 
than serving national demand only, generation 
plants can be sized to fit regional demand, thus 
benefitting from economies of scale.

• Lowering the emission of greenhouse 
gases such as CO₂ – By increasing the share 
of renewables in the generation park and firming 
up their intermittent generation, pools can lower 
the emission of greenhouse gases that result from 
burning fossil fuels, including coal-fired power 
plants in particular. Further, as observed in SAPP, 
generation coming from older coal-fired power 
plants can be replaced by hydro emanating from 
pool members rich in this natural resource. 

II Proposed approach for estimating the 
financial benefits of regional interconnections 

The preparation of regional generation and 
transmission, least-cost expansion plans are major 
exercises involving teams of consultants using 
sophisticated planning and operations planning 
software, which should include proper modeling of 
hydro uncertainties, particularly for power systems 
with a large hydro component. One important output 
of these studies is an estimation of pool benefits under 
a variety of scenarios. An example is the latest study 
for preparing the SAPP 2018–2040 Master Plan, 
undertaken by five consulting firms under the direction 
of the SAPP Planning Sub-committee.
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ANNEX C: BENEFITS FROM ACCELERATED 
DEVELOPMENT OF CROSS-BORDER POWER 
PROJECTS

The benefits accruing from accelerating the 
development and implementation of major regional 
and sub-regional power infrastructure projects are 
manifold and include increased financial returns 
to governments, institutional and private sector 
sponsors through economies of scale; compliance 
with electrification targets; social and environmental 
benefits as follows:

• Financial benefits of cross-border power 
projects. iInterconnections in particular, 
create the possibility of sharing excess 
capacity reserves, which can translate into 
reduced investments and reduced operation 
costs, since more efficient generation will be 
dispatched first. For example, the latest SAPP 
pool planning exercise covering the period 
2018–2040 estimates a Net Present Value 
(NPV) savings in investment and operation of 
US$ 36 billion compared to the total estimated 
cost of proposed regional transmission 
interconnection lines of approximately US$ 2.2 
billion. Financial benefits or projected savings 
translate into lower electricity tariffs that make 
local industries more competitive, as well as 
freeing up resources for investments in other 
priority growth sectors. Finally, financial viability 
of cash-strapped parastatal utilities improves 
from reduced investment needs.

• Financial savings accelerate compliance 
with electrification targets – by lowering 
electricity costs and improving overall systems 
reliability, power pools can prioritise electricity 
coverage and attain coverage targets.

• Technical benefits include preventing 
blackouts and brownouts – Enhanced 
frequency stabilization, coming from support 
provided by interconnected countries, also lowers 
the incidence of brownouts and blackouts caused 
by large frequency excursions.

• Pool operation increases flexibility in 
developing generation projects – Major 
national generation projects can be delayed 
or accelerated depending on pool support. 
Intermittent renewable generation can be firmed 

up by rapidly responding generation (for example, 
hydro), coming from interconnected countries. 
Furthermore, key regional projects can be 
identified, and included in a priority pipeline for 
development.

• Pool operation facilitates load diversity and 
seasonal availability of renewable resources. 
Countries relying on hydro energy could access 
thermal generation belonging to other member 
countries during severe dry seasons., instead 
of national fossil fuel generation.  Moreover, 
load diversity enhances pool benefits by reserve 
sharing and lowering dispatch costs.

• Pool operation promotes economies of scale 
when building generation plants –Rather than 
serving national demand only, generation 
plants can be sized to fit regional demand, 
thus benefitting from economies of scale.

• Lowering the emission of CO2– by increasing 
the share of renewables in the generation park 
and firming up their intermittent generation, pools 
can lower the emission of greenhouse gases that 
result from burning fossil fuels, including coal-fired 
power plants in particular. Further, as observed 
in SAPP, generation coming from older coal-fired 
power plants can be replaced by hydro emanating 
from pool members rich in this natural resource. 

Proposed approach for estimating the financial 
benefits of regional interconnections  
 
The preparation of regional generation and 
transmission, least-cost expansion plans are major 
exercises involving teams of consultants using 
sophisticated planning and operations planning 
software, which should include proper modeling of 
hydro uncertainties, particularly for power systems 
with a large hydro component. One important output 
of these studies is an estimation of pool benefits 
under a variety of scenarios. An example is the latest 
study for preparing the SAPP 2018–2040 Master 
Plan, undertaken by five consulting firms under the 
direction of the SAPP Planning Sub-committee.
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The AfDB-financed Noor Solar Project,  
Ouarzazate, Morocco. 
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