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Executive Summary 

Tajikistan has an opportunity to secure economic development, promote regional energy security and increase 

population living standards by establishing long-term hydroelectricity export agreements with neighbouring 

countries. However, to realize this potential, significant hurdles must be overcome, including institutional 

reforms, regional instability and trade risk mitigation.  

Tajikistan is undertaking energy sector reforms 

with the support of the World Bank and the 

Asian Development Bank. The recent Power 

Utility Financial Recovery Project, funded by 

the World Bank, aims to improve the 

sustainability of the energy sector through major 

reforms including1:  
 

i. Rehabilitating and modernizing 

electricity infrastructure;  

ii. Improving collection, mitigation of 

electricity losses and settlement of 

payables;  

iii. Achieving cost-recovery tariffs; and  

iv. Integrating sound governance practices 

and transparency into operations. 
 

As part of integrating sound governance 

practices, the Anti-Monopoly Committee is 

serving as a temporary regulator overseeing the 

state-owned Barqi Tojik (BT) operations before 

a new independent regulator is established. 

 Regionally, Tajikistan is playing an active role in 

promoting regional energy integration, after years of 

disconnect. 
 

 
                 Figure 1: Tajikistan Flag 

To complement reform efforts, this report provides a 

guide to hydroelectricity export best practices globally, 

indicating how they could be applied to achieve 

successful long-term export agreements between 

Tajikistan and its neighbours, Afghanistan, Pakistan, 

and Uzbekistan. 

 

 

 

 

 

 

 

 

 

 

 
1 World Bank. “World Bank Supports Sustainable and Efficient Power Sector in Tajikistan.” World Bank Press 

Release, Feb 25, 2020. Retrieved from; https://www.worldbank.org/en/news/press-release/2020/02/25/world-bank-

supports-sustainable-and-efficient-power-sector-in-tajikistan 

Project Mandate 

Tajikistan is currently expanding its hydropower generation capacity with significant investment from the 

World Bank and the Asian Development Bank. Exports to neighbouring countries present an economic growth 

opportunity and would be facilitated by long-term power purchase agreements (PPAs). However, there are 

multiple challenges in initiating and attaining such PPAs. This report includes analysis and recommendations 

to mitigate the economic, legal, and governance risks associated with negotiating PPAs with Afghanistan, 

Pakistan and Uzbekistan. 

 

The mandate given by the World Bank was to provide guidelines on the: 

i. Principal economic factors for long-term future hydro generation/transmission; 

ii. Institutional prerequisites for profitable hydro energy exports; and 

iii. Main (legal) risks to consider before engaging in long-term PPA negotiations with neighbouring 

countries. 

 
 

https://www.worldbank.org/en/news/press-release/2020/02/25/world-bank-supports-sustainable-and-efficient-power-sector-in-tajikistan
https://www.worldbank.org/en/news/press-release/2020/02/25/world-bank-supports-sustainable-and-efficient-power-sector-in-tajikistan


9 

 

Recommendations:  

The recommended policy proposals fall into three broad steps that should be taken to enhance the management 

of legal, economic and governance risks associated with hydroelectricity export negotiations: 

 

1. Develop a Negotiations Plan 

2. Determine Export Tariff Structure 

3. Commence Regional Integration & Stakeholder Management 

 

These recommendations are supplemented with a clear action plan (outlined in Section 4.), as well as a 

comprehensive summary of global best practices in hydroelectricity trade, highlighting how and why they 

should be applied to Tajikistan’s development. Policy transferability is of fundamental importance, which is 

why we have aimed to identify instances where there is similarity to the Tajik context. 

Recommended Policy Proposals: 

 
 

Develop a Negotiations Plan (Draft Negotiations Plans): Thorough preparation is fundamental 

for successful and mutually beneficial bilateral agreements. Preparation is not a generic term, it 

requires: 

● Assessing the terms and conditions that Tajikistan would be prepared to accept and 

concede to attain an agreement. 

● Gathering information on the interests and constraints of future counterparties.  

● Identifying assumptions and assessing concurrent interests, whether in trade, water 

management or security. 

● Identify new individuals to join the negotiations team beyond current personnel. 

 

Negotiations preparation should go hand-in-hand with legal clause preparation. A list of 

preliminary clauses, including suggested dispute settlement mechanisms, has been included in 

Section 3, and are summarized in a practical tool (Risk Matrix), providing a starting point for 

Tajikistan to build on in preparing for PPA negotiations. Determining the domestic risk appetite 

for each clause, as well as which trading party is best placed to mitigate each liability will inform 

Tajikistan’s negotiation stance.  

 

Relevant case studies: Canada (Churchill Falls), EAPP (Ethiopia), WAPP 

 
 

Determine the Export Tariff Structure: At minimum, the central goal of the export tariff 

methodology should be full cost recovery for Tajikistan. This requires:   

● Adopting a dual tariff structure including a capacity charge and energy charge, as it is the 

most cost reflective of energy generation and is increasingly being used worldwide. The 

capacity charge reflects the opportunity cost of making electricity generation available to 

an export partner (especially at peak hours). The energy charge covers average costs 

associated with the amount of electricity traded. This methodology mirrors ongoing 

reforms in Tajikistan’s domestic tariff, which will allow for incremental tariff increases for 

cost-recovery. This tariff structure will also enable easy transition to an eventual market-

based system once the region’s electricity network becomes more integrated. 

● Evaluating recent collection and loss reductions reforms for effectiveness, to ensure both 

domestic and export tariffs are truly cost reflective, decreasing reliance on government 

subsidies for the sector.  
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● Grounding capacity commitments for exports in careful assessments of domestic demand 

trends, and consider protecting domestic consumers from winter energy shortages through 

the application of Hydro-Québec’s Heritage Pool Framework. 

● Avoiding direct cross-subsidization through price discrimination, and approaching any 

cross-subsidization with caution. Revenues from exports should be managed separately so 

that domestic and export tariffs are not directly linked to one another. This will allow for 

reduced exposure to fluctuations in export levels and prices. 

 

Relevant case studies: WAPP, EAPP, Canada-US, Europe, LATAM 

 
 

Commence Regional Integration & Stakeholder Management: If Tajikistan remains 

committed to the CAR's long-term aim of establishing a regionally integrated electricity market, 

then the opportunity should be seized to instigate regional integration alongside bilateral 

agreements. This requires Tajikistan to:  

● Prioritize dialogue with a small number of countries regarding regional integration 

alongside PPA negotiations through the Central Asia Regional Economic Cooperation 

(CAREC), the most established regional organization. Proactively engaging a broader set 

of counterparts while conducting bilateral negotiations ensures agreements follow 

commonly agreed-upon market principles and are consistent with future developments. 

● Create an energy-specific branch under CAREC, which will be entirely independent from 

any one country’s energy sector. This branch should be charged with creating template 

agreements, market principles and participation policies. An independent regulator should 

also be created to oversee regional energy agreements and avoid politicization of 

governance structures. 

● Join the International Hydropower Association (IHA) to leverage their global cooperative 

platform, central sources of information, expert committees, training and fast response 

support. IHA is known to set the industry’s best practices around governance planning. 

● Launch an open data platform, disclosing signed agreements, production capacity and 

financial statements in order to signal the seriousness of ongoing governance reforms to 

export partners. This will increase transparency, a paramount step in creating trust in the 

region. 

 

This proactivity will provide Tajikistan with a first mover advantage in setting the region’s 

agenda, ensuring regional developments align with domestic aspirations and yield mutually 

beneficial outcomes. 

 

Relevant case studies: CAPP, WAPP, EAPP, Canada-US, Thailand-Lao PDR, Europe, 

LATAM 
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Roadmap for Key Interventions: 

 

 
Figure 2: Tajikistan's Theory of Change Intervention Roadmap
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1. Methodology 

1.1. Approach 

We invite readers who are unfamiliar with Tajikistan’s energy sector and the specific target export markets 

under consideration (Afghanistan, Pakistan and Uzbekistan) to first consult Appendix A for contextual 

information.  

 

This project started in January 2020. A research trip to Dushanbe was intended to provide understanding of 

Tajikistan’s energy ecosystem and inform selection of appropriate information sources. Unfortunately, due 

to the COVID-19 pandemic, the field trip was cancelled, leading to a research reformulation which 

prioritized case studies and informational interviews with industry experts. 

 

A fivefold structured review methodology helped identify hydroelectricity best practice case studies 

including Hydro-Québec’s PPA negotiations with Massachusetts (US), New York (US), and Newfoundland 

(Canada), as well as global examples from Africa, Asia, and Europe. The details of the methodology and 

the results can be found in Appendix C. Results informing case study selection were as follows: 

● 35 countries & 7 regions were identified from the academic databases search; 

● 4 regions from the World Bank database search;  

● 6 (duplicates) from the citations search.  

1.2. Limitations 

For full transparency over research limitations, the list below discloses the major factors which have 

constrained our approach:  

● Limited access to existing PPAs and cash flows in the energy sector means we are unable to provide 

detailed recommendations on PPA tariffs.  

● Language limitations: our research has relied on English language documentation. 

● Contextual understanding: anticipated field research and a number of stakeholder meetings were 

unfortunately affected by COVID-19 pandemic. 

● Circumstantial challenges leading our proposals to have been formed independently, without 

insights or information from the Ministry of Energy and Water Resources or Tajik officials. 
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2. Global Practices  

Best practices from case studies were used to inform the economic, legal, and governance considerations 

for Tajikistan’s PPA negotiations (outlined in the analysis section of this report). Case studies were selected 

based on two conditions:  

 

(i) Relevance of Lessons Learned: Results in the region in question led to a strengthening of the economic, 

governance or legal risk mitigation in hydroelectricity management and trade OR where a failure for the 

parties involved led to important policy lessons; 

 

(ii) Policy Transfer Potential: Lessons identified could be transferred to the Tajik context (whether that is 

the potential for the failure to arise, or application of a policy best practice). 

 

 

 

 

 

Figure 3: Map of Case Studies 

 

The global practices detailed in the following section of this report provide an overview of success and 

failure examples around PPA negotiations worldwide and can be referred back to by Tajik officials when 

commencing negotiations with neighbouring countries. The context and transferability of each case are 

outlined below, in subsections titled “Case Study Transferable Lessons” . The following table presents a 

summary of all case studies and best practice findings: 

 

Regions Countries Transferable Lessons 

Africa Central Africa Power Pool:  

 

Cameroon 

CAPP: 

● Regional integration efforts require appropriate regulatory and 

commercial frameworks, including adequate documentation. 

Cameroon: 

● Cross-subsidization of tariffs (Cameroon). 

● Privatization considerations (Cameroon). 

● Considerations for effective regulatory oversight.  

East Africa Power Pool: 

 
Ethiopia, Djibouti, Sudan, Uganda 

Ethiopia: 

● Regional governance mechanisms. 
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● Prioritizing development of domestic commercial capacity prior 

to foreign export negotiations. 

● Institutional transparency. 

● Leveraging complementarity in PPAs. 

● PPA energy guarantees. 

● Adequate dispute settlement mechanisms. 

Uganda: 

● Take-or-Pay Clauses. 

● Standardized PPA templates. 

South African Power Pool:  

Mozambique 

Mozambique: 

● Real value (not nominal) tariffs. 

● Hazards of cross-subsiding domestic tariffs with exports. 

West Africa Power Pool:  

 

Nigeria, Ghana, Côte 

d’Ivoire 

WAPP:  

● Regional first mover advantage. 

● Establishing a framework prior to new PPAs. 

● Transparency and reporting. 

Côte d’Ivoire: 

● Waterfall regulatory structure. 

Asia Greater Mekong 

Subregion:  

Myanmar, Thailand, 

Cambodia, Lao PDR, 

Vietnam, China 

Lao PDR-Thailand: 

● Three-step dispute resolution mechanism built on principles of 

transparency and independence with international arbitration 

standards.  

● Holistic view of Force majeure clauses in unison with default 

clauses. 

South Asia:  

Bhutan, India 

Bhutan-India: 

● Alternative model for capacity commitment that prioritizes 

domestic demand over regional supply. Helps in mitigating any 

generation risks or shortages. 

Europe Central Europe:  

 

Germany, Switzerland 

EU: 

● Institutional and informational transparency. 

Germany: 

● Negotiation preparations to ensure common alignment and 

potential interest. 

Switzerland: 

● Short-term costs associated with stalled negotiations. 

● Importance of related agreements on energy negotiations. 

Nordic Region:  

 

Denmark, Finland, Norway, 

Sweden 

NORDReg 

● Importance of strengthened domestic capacities in establishing a 

voluntary regulatory system, for a regionally integrated market. 

Americas North America: 

 

The United States, Canada 

(Quebec) 

Canada-United States 

● Long-term PPAs as a gateway to market integration and 

infrastructure investment. 

● Balancing flexibility and certainty in negotiations. 

● Seasonal Capacity Sharing. 

● Legal and voluntary independent oversight mechanisms. 

● Transparency and reporting tools. 
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● Stakeholder management, communication and public relations 

best practices. 

South America:  

 

Brazil, Chile, Argentina, 

Mexico, Bolivia 

Andean Zone  

● Removing the hydro energy sector from political vulnerability in 

subsequent administrations.  

 

Southern Cone (Brazil, Chile, Argentina) 

● Creation of smaller regional trade zones to allow for trust and 

collective visions to form. 

● Harmonization of access, tariffs, and/or prices, in the absence of 

a neutral regulator. 

 

2.1.1. Africa 
Four African power pools have been analyzed: The Central African Power Pool (CAPP); Eastern Africa 

Power Pool (EAPP); South African Power Pool (SAPP); and West African Power Pool (WAPP). 

 

 
Figure 4: Map of African Power Pools, Africa Energy Pool, May 16 2019. 

 

2.1.1.1. Case Study: Central African Power Pool (CAPP) 

Also known by its French name “Pool Energétique De L'Afrique Centrale” (PEAC), CAPP is an aspiring 

energy pool consisting of ten countries: Angola, Burundi, Cameroon, Central African Republic, Chad, 

DRC, Gabon, Equatorial Guinea, Republic of the Congo, and São Tomé and Príncipe. CAPP’s installed 

capacity is 6,250 MW with hydropower accounting for 86% of generation capabilities2. CAPP is the least 

developed African power pool; 75% of the region does not have electricity access. The plan to establish a 

power market by 2025 was highly ambitious given the state of regional infrastructure development when 

 
2 "Central Africa: Congo's Inga Obscures Power Potential." 2014. Oxford Analytica Daily Brief Service, Apr 11, 1-

n/a. https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/docview/1514817 

529?accountid=12339 

https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/docview/1514817529?accountid=12339
https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/docview/1514817%20529?accountid=12339
https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/docview/1514817%20529?accountid=12339
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CAPP was established in 20033. In 2009, three countries represented 83% of total consumption (14,307 

GWh): Angola (24%); Cameroon (27%); and DRC (32%)4. 

  

The CAPP provides examples highlighting lessons to be avoided for regional electricity integration. The 

CAPP’s development struggles are due to the absence of investment in generation and transmission 

projects. In 2014 the region was reported as dependent on the AfDB and the World Bank, with China and 

India stepping in to support development5. The Strategic Document for CAPP Energy Policy outlined two 

phases: 2014-2020 to finalize the master plan and electricity documentation, and 2020-2030 to achieve 

interstate connectivity6. At present, the Regional Power Master Plan and Electricity Market Code have been 

prepared7. However, there has been a failure to draft bilateral energy contracts, establish trading rules, or 

create governance structures8. Progress has been inadequate to achieve the 2025 or even 2030 goals. 

  

Commentators highlight three potential reasons for the CAPP’s failure to make progress in regional 

integration and electrification: a lack of competent and committed personnel to draft documentation and 

frameworks9; a lack of systematic engagement with stakeholders, including donors (in stark contrast to the 

WAPP’s approach); and an inadequate preparation of the commercial and regulatory frameworks10. 

Additional lessons from Cameroon specifically have been highlighted below, as one of the main players 

within the CAPP.  

 

Cameroon 

Cameroon’s state-owned energy company was sold in 2001 marking the rapid privatization of the energy 

sector; there was only one bidder. This is a unique example of a state monopoly transitioning to a private 

monopoly in less than five years, and the privatization was a failure11. The system was historically wholly 

integrated, with a number of small private industrial producers. Despite the energy sector still being under 

development, Cameroon aspires to commence exports in 2021. A number of unique lessons can be 

identified from this case study regarding appropriate governance. Many similarities to Tajikistan’s context 

can be identified, including a (very recently still) vertically integrated state-owned electricity company, a 

lack of transparency, accountability and high debt for the electricity company, and subsidization of 

electricity tariffs for high-voltage users. 

 

 
3 Donna Liedemann, “Power pools enabling SSA’s transmission corridors,” Africa Energy Portal, May 16 2019, 

https://africa-energy-portal.org/blogs/power-pools-enabling-ssas-transmission-corridor 
4 The Infrastructure Consortium for Africa, “Regional Power Status In African Power Pools: Report,” November 

2011 P.15. Accessed Online: https://www.icafrica.org/fileadmin/documents/Publications/Regional_Power_Pools 

_report_April17.pdf 
5 "Central Africa: Congo's Inga Obscures Power Potential." 2014. Oxford Analytica Daily Brief Service, Apr 11, 1-

n/a. Accessed Online: https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/ 

docview/1514817 529?accountid=12339 
6 AllAfrica.Com, "Experts Endorse Central Africa Energy Calendar". Nov 10, 2014. Accessed Online: 

https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/docview/1622154468? 

accountid=12339 
7 "Central Africa: Congo's Inga Obscures Power Potential." Oxford Analytica Daily Brief Service, Apr 11 2014. 

Accessed Online: https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/d 

ocview/1514817529?accountid=12339  
8 Ibid 
9 Ibid 
10 The Infrastructure Consortium for Africa, “Regional Power Status In African Power Pools: Report,” November 

2011 P.24. Accessed Online: https://www.icafrica.org/fileadmin/documents/Publications/Regional_Power_Pools 

_report_April17.pdf  
11 Pierre-Olivier Pineau, “Transparency in the Dark – An Assessment of the Cameroonian Electricity Sector Reform” 

International Journal of Global Energy Issues 23(2-3). February 2005. P.18. Accessed Online: 

https://www.researchgate.net/publication/5107336_Transparency_in_the_dark_An_assessment_of_the_Cameroonian

_electricity_sector_reform  

https://africa-energy-portal.org/blogs/power-pools-enabling-ssas-transmission-corridors
https://africa-energy-portal.org/blogs/power-pools-enabling-ssas-transmission-corridors
https://africa-energy-portal.org/blogs/power-pools-enabling-ssas-transmission-corridors
https://www.icafrica.org/fileadmin/documents/Publications/Regional_Power_Pools%20_report_April17.pdf
https://www.icafrica.org/fileadmin/documents/Publications/Regional_Power_Pools%20_report_April17.pdf
https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/docview/1514817529?accountid=12339
https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/%20docview/1514817%20529?accountid=12339
https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/%20docview/1514817%20529?accountid=12339
https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/docview/1622154468?accountid=12339
https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/docview/1622154468?accountid=12339
https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/docview/1622154468?%20accountid=12339
https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/docview/1622154468?%20accountid=12339
https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/d
https://proxy.library.mcgill.ca/login?url=https://search-proquest-com.proxy3.library.mcgill.ca/d
https://www.icafrica.org/fileadmin/documents/Publications/Regional_Power_Pools%20_report_April17.pdf
https://www.icafrica.org/fileadmin/documents/Publications/Regional_Power_Pools%20_report_April17.pdf
https://www.researchgate.net/publication/5107336_Transparency_in_the_dark_An_assessment_of_the_Cameroonian_electricity_sector_reform
https://www.researchgate.net/publication/5107336_Transparency_in_the_dark_An_assessment_of_the_Cameroonian_electricity_sector_reform


17 

 

CAPP Case Study Transferable Lessons 

● Cross-subsidization of tariffs (Cameroon). 

● Privatization considerations (Cameroon). 

● Factors affecting effective regulatory oversight (Cameroon). 

● Without appropriate regulatory and commercial frameworks in place, including adequate 

documentation, regional integration efforts will be hampered (CAPP). 

 

2.1.1.2. Case Study: East Africa Power Pool (EAPP) 

Ethiopia and Uganda are both members of the East Africa Power Pool (EAPP), which was formed in 200512. 

The EAPP’s development is at a similar stage to Tajikistan. Whilst more agreements between the region’s 

countries have been concluded, transmission lines and infrastructure are still being developed. Our 

considerations focus on Ethiopia, which is the powerhouse for the network’s hydroelectricity supply. There 

are several factors which underscore why the Tajik Government’s approach should consider policy lessons 

from the Eastern African region with similarities including: 

● Limited transparency surrounding PPAs and energy arrangements between Ethiopia and trading 

partners. 

● Published energy audits for Ethiopian Electric Power indicate disclaimers of opinion on the basis 

of erroneous computerized accounting (2016 report signed in 2018)13. 

● Significant World Bank backing of energy expansion plan, including a $200m USD amount for 

Energy II Project14. 

 

Ethiopia 

Ethiopia’s economic future is highly dependent on hydroelectricity capacity development. Whilst only 25% 

of the population has electricity (2020), Ethiopia has successfully positioned itself as the driving 

hydropower force in the EAPP15. The country has installed capacity of 4,330 MW and a further 6,600 MW 

under construction16. Ethiopia’s hydropower expansions, underpinned by its 2010 Growth and 

Transformation Plans, can be likened to current developments in Tajikistan. From 2010 to 2015, installed 

hydro capacity quadrupled, with an additional 7,000 MW of installed capacity planned for the Growth and 

Transformation Plan II in 2016-202017. Tajikistan also aspires to be the hydroelectricity leader in the CAR. 

 

Ethiopian Exports 

Ethiopia already has agreements in place for hydroelectricity exports to Djibouti (150 MW), Sudan (100 

MW)18, Tanzania (400 MW), Somalia (80 MW)19 and Kenya (400 MW, 20-year PPA)20. Attaining PPAs 

 
12 East Africa Power Pool, “East Africa Power Pool”. Accessed Online May 2020, http://eappool.org/ 
13 World Bank, “Ethiopian Power Entity Audit Report July 7 2016”. P.2. Accessed Online: 

www.documents.worldbank.org/curated/en/615001527513243647/pdf/Ethiopia-Electic-Power-Entity-Audit-Report-

July-7-2016.pdf  
14 World Bank, “Implementation Completion Report: Ethiopia”. June 29, 2006. Accessed Online: 

http://documents.worldbank.org/curated/en/207421468256151107/pdf/355730rev0pdf.pdf 
15 Martin Koubek, “Ethiopia – Renewable Power,” Andritz, Accessed May 16 2020, https://www.andritz.com/hydro-

en/hydronews/hydropower-africa/ethiopia 
16 Ibid 
17 International Hydropower Association, “Ethiopia”. Country Profiles. Accessed Online: 

https://www.hydropower.org/country-profiles/ethiopia  
18 International Renewable Energy Association, “Djibouti: Renewables Readiness Assessment”. P.5. Accessed 

Online: https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2015/IRENA_RRA_Djibout_2015_EN.pdf   
19 “Gibe III dam; accord for the supply of electricity to Somaliland”. ReliefWeb. March 14, 2012. Accessed Online: 

https://reliefweb.int/report/somalia/gibe-iii-dam-accord-supply-electricity-somaliland  
20 Norton Rose Fulbright, “Ethiopia Investing in the African Electricity Sector: 10 Things to Know”. June 1 2016. 

Accessed Online: https://www.insideafricalaw.com/publications/ethiopia-investing-in-the-african-electricity -sector-

ten-things-to-know  

http://eappool.org/
http://eappool.org/
http://www.documents.worldbank.org/curated/en/615001527513243647/pdf/Ethiopia-Electic-Power-Entity-Audit-Report-July-7-2016.pdf
http://www.documents.worldbank.org/curated/en/615001527513243647/pdf/Ethiopia-Electic-Power-Entity-Audit-Report-July-7-2016.pdf
http://documents.worldbank.org/curated/en/207421468256151107/pdf/355730rev0pdf.pdf
https://www.andritz.com/hydro-en/hydronews/hydropower-africa/ethiopia
https://www.andritz.com/hydro-en/hydronews/hydropower-africa/ethiopia
https://www.andritz.com/hydro-en/hydronews/hydropower-africa/ethiopia
https://www.hydropower.org/country-profiles/ethiopia
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2015/IRENA_RRA_Djibout_2015_EN.pdf
https://reliefweb.int/report/somalia/gibe-iii-dam-accord-supply-electricity-somaliland
https://www.insideafricalaw.com/publications/ethiopia-investing-in-the-african-electricity-sector-ten-things-to-know
https://www.insideafricalaw.com/publications/ethiopia-investing-in-the-african-electricity-sector-ten-things-to-know
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in this politically and economically unstable region is a marked achievement by the Ethiopian state-owned 

energy company. Export partners have varied forms of energy market structures (2 examples): 

● Djibouti: state-owned vertically integrated monopoly, with the Ministry of Energy, Water, and 

Natural Resources overseeing Electricité de Djibouti (EDD) (current, 2019)21. 

● Kenya: Partially government owned, unbundled energy sector. Kenyan Energy Generation 

Company (KENGEN) with 70% government ownership22 is the generation company, Kenya 

Power, with 50.1% government ownership23, manages distribution, and Kenya Electricity 

Transmission Company Limited (KETRACO) manages transmission (fully government owned). 

 

PPA: Ethiopia-Djibouti 

The 2012-2015 bilateral agreement provided electricity from Ethiopia to Djibouti at USD 0.07/kWh, in 

contrast to the 0.30/kWh Djibouti could obtain from oil sources24. The average electricity cost in Africa is 

0.14/kWh25. The agreement provided a maximum of 243 GWh per year26.  

 

PPA: Ethiopia-Sudan 

Beyond the 2012-2013 interconnection for 100 MW, Ethiopia negotiated for 1,000 MW of electricity to be 

supplied to Sudan. The agreement was on take-or-pay terms with Sudan paying regardless of use27. The 

tariff negotiations are handled by the countries’ respective Ministers of Water, Irrigation and Electricity, 

which is comparable to the format which will take place between Tajikistan and the three proposed export 

markets. 

 

One difference between the EAPP case study and the CAR is that many of the negotiations are taking place 

before the infrastructure interconnections’ construction, or before many of the dams are operational; this 

can make PPA negotiations more complex, as financing arrangements must be specified within or alongside 

the agreements. 

 

Uganda 

Uganda’s hydroelectricity development can also be likened to Tajikistan’s, with the World Bank as one of 

the chief architects for the country’s electricity reforms28. In 2005, a member of the Aga Khan Development 

Network (AKDN) won a contract for construction of a new dam, highlighting the parallel experience of 

foreign investment promoting domestic development. Uganda’s infrastructure also experienced several 

years of disrepair due to civil conflict which continued until 198629. 

  

 
21 World Bank Documents Archive, “Project Information Document”. P.2 Accessed Online: 

http://documents.worldbank.org/curated/en/589771468248067657/pdf/PID-Appraisal-Print-P127143-02-08-2013-

1360336891695.pdf  
22 Kenya Electricity Generating Company, “Who We Are”, Accessed Online: 

https://www.kengen.co.ke/index.php/our-company/who-we-are.html  
23 Kenya Power & Lighting Plc, “About Kenya Power” Accessed Online: 

https://www.kplc.co.ke/content/item/14/about-kenya-power  
24 International Renewable Energy Association, “Djibouti: Renewables Readiness Assessment”. P.5. Accessed 

Online: https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2015/IRENA_RRA_Djibout_2015_EN.pdf  
25 The Economist Intelligence Unit, “Djibouti”. Accessed Online:  

http://country.eiu.com/article.aspx?articleid=1924116576&Country=Djibouti&topic=Economy&subtopic=_3  
26 International Renewable Energy Association, “Djibouti: Renewables Readiness Assessment”. P.5. Accessed 

Online: https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2015/IRENA_RRA_Djibout_2015_EN.pdf  
27 Fasika Tadesse, “Ethiopia, Sudan Negotiate Pact for 1,000MW Electric Export”, Addis Fortune News. Accessed 

Online: https://addisfortune.net/articles/ethiopia-sudan-negotiate-pact-for-1000mw-electric-export/  
28 Gore, Christopher David. "Power and Process: The Politics of Electricity Sector Reform in Uganda." Order No. 

NR59027, University of Toronto (Canada), 2008. P.7. Accessed Online: 

https://proxy.library.mcgill.ca/login?url=https://search.proquest.com/docview/89195303?accountid=12339  
29 Ibid. P.38 

http://documents.worldbank.org/curated/en/589771468248067657/pdf/PID-Appraisal-Print-P127143-02-08-2013-1360336891695.pdf
http://documents.worldbank.org/curated/en/589771468248067657/pdf/PID-Appraisal-Print-P127143-02-08-2013-1360336891695.pdf
https://www.kengen.co.ke/index.php/our-company/who-we-are.html
https://www.kplc.co.ke/content/item/14/about-kenya-power
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2015/IRENA_RRA_Djibout_2015_EN.pdf
http://country.eiu.com/article.aspx?articleid=1924116576&Country=Djibouti&topic=Economy&subtopic=_3
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2015/IRENA_RRA_Djibout_2015_EN.pdf
https://addisfortune.net/articles/ethiopia-sudan-negotiate-pact-for-1000mw-electric-export/
https://proxy.library.mcgill.ca/login?url=https://search.proquest.com/docview/89195303?accountid=12339
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Uganda has since navigated a three-decade-long process of electricity sector reform, overcoming challenges 

of incentivizing private investment in a context of low electricity access (3% in 1994) and growing 

demand30. Uganda is ahead of Tajikistan in development, as it already has a number of PPAs in place with 

neighbouring countries and is coming to the end of its reform process. Between January 2019 and 2020, 

Uganda exported approximately 320,372 MW of electricity to Kenya, Tanzania and DRC, earning revenues 

of approximately $40m USD. Kenya’s Energy Cabinet Secretary has acknowledged that this has provided 

Kenya with stability even as demand rises31. 

 

EAPP Case Study Transferable Lessons 

● Interconnected regional governance mechanisms (Ethiopia). 

● Prioritizing domestic commercial capacity development prior to foreign export negotiations 

(Ethiopia). 

● Institutional transparency (Ethiopian Electric Power Corporation) (Ethiopia). 

● Leveraging complementarity in PPAs (Ethiopia). 

● Considerations over energy guarantees in PPAs (Ethiopia). 

● The necessity of adequate dispute settlement mechanisms (Ethiopia). 

● Take-or-Pay Clauses (Uganda). 

● Standardized PPA templates as enablers of efficiency (Uganda). 

 

2.1.1.3. Case Study: South African Power Pool (SAPP) 

For the SAPP we have focused on Mozambique’s experience of energy exports (in line with our search 

results outlined in Appendix C). 

 

Mozambique has installed generation capacity of 2.6 GW, with Cahora Bassa Dam accounting for 78% of 

electricity generation (2018)32. 60% of Cahora Bassa’s generation output is utilized by Mozal aluminum, 

with most of the remainder being exported primarily to South Africa33. A small amount of energy is leftover 

for domestic use; approximately 500 MW transported via South Africa34. This usage is reflective of the low 

access rates in Mozambique (24%)35. The dam also provides electricity to Botswana and the wider SAPP. 

Unusually, exports have been prioritized over domestic energy provisions. 

 

Mozambique’s first PPA was suspended after a few years, under a Force majeure clause due to the sabotage 

of transmission lines to South Africa. The PPA with Zimbabwe was signed in 1997 for 400-500 MW of 

electricity annually for 6 years36. When anticipated power projects did not materialize, the Zimbabwean 

PPA was renegotiated, for 50 MW guaranteed provision, and up to 400 MW on a non-firm basis; the tariff 

was significantly increased. 

 

SAPP, Mozambique Case Study Transferable Lessons 

● Real-value currency of tariffs with build adjustments. 

 
30 Ibid. P.40 
31 Africa Energy Portal,  “Uganda Electricity Exports Grow” Accessed Online: https://africa-energy-

portal.org/news/uganda-electricity-exports-grow 
32 Netherlands Ministry of Foreign Affairs, "Final Energy Report Mozambique," July 2018, P.5. Accessed Online: 

https://www.rvo.nl/sites/default/files/2019/01/Final-Energy-report-Mozambique.pdf  
33 Ibid. P.3 
34 Ibid. P.10 
35 Netherlands Ministry of Foreign Affairs, "Final Energy report Mozambique," July 2018 P.25 

https://www.rvo.nl/sites/default/files/2019/01/Final-Energy-report-Mozambique.pdf  
36 World Bank, “The Potential of Regional Power Sector Integration: Cahora Bassa, Generation Case Study,” P.22. 

Accessed Online: http://documents.worldbank.org/curated/en/151711468320667853/pdf/773070v30ESMAP0ora0 

Bassa0Generation.pdf  

https://africa-energy-portal.org/news/uganda-electricity-exports-grow
https://africa-energy-portal.org/news/uganda-electricity-exports-grow
https://www.rvo.nl/sites/default/files/2019/01/Final-Energy-report-Mozambique.pdf
https://www.rvo.nl/sites/default/files/2019/01/Final-Energy-report-Mozambique.pdf
http://documents.worldbank.org/curated/en/151711468320667853/pdf/773070v30ESMAP0ora0Bassa0Generation.pdf
http://documents.worldbank.org/curated/en/151711468320667853/pdf/773070v30ESMAP0ora0%20Bassa0Generation.pdf
http://documents.worldbank.org/curated/en/151711468320667853/pdf/773070v30ESMAP0ora0%20Bassa0Generation.pdf


20 

 

● Hazards of cross-subsiding domestic tariffs with exports. 

 

2.1.1.4. Case Study: West Africa Power Pool (WAPP) 

The West African Power Pool (WAPP) was created 

in 1999 by the Authority of the Economic 

Community of West African States’ (ECOWAS) 

Heads of State and Government. There are fourteen 

member countries including Nigeria and Ghana 

which were identified in our structured review. 

ECOWAS decided to consolidate electricity 

resources to improve quality and lower citizens’ 

costs. This led to the execution of the WAPP Articles 

of Agreement in July 2006 by fifteen regional utility 

companies. The mission outlines aims of developing 

infrastructure, supporting power generation and 

transmission, and ensuring electric power exchange 

coordination between ECOWAS Member States37. 

Notably, ECOWAS signed a Headquarters 

Agreement with the Government of Benin 

conferring diplomatic immunity to facilitate 

operations across the region38. 

  

WAPP’s third objective is to establish a regional electricity market39. Phase 1 was formally launched in 

June 2019, after documents including regional market rules, procedures, participant agreements and 

transmission tariff methodologies were approved40. A key organization within WAPP is the Information 

and Coordination Centre (ICO), which is mandated to carry out duties of the System and Market Operator 

(SMO), such as market monitoring and surveillance, and coordination of scheduling interconnectors during 

Phase 1 of the regional integration. The ICO will then be transformed into an independent institution to 

oversee the market41. This is an effective governance structure, whereby the initial jointly agreed regional 

structure will be evolved as the market is established. 

  

Market rules provide the framework for wholesale electricity market operations. The documentation is 

publicly available, which works effectively when multiple states are involved, and also provides public 

accountability (since it makes evident what all member states have agreed to). The rules include provisions 

for market auditing, admissions for market participation, payment, emergencies and PPA structures42. 

  

The market rules, and the WAPP Transmission Tariff Methodology incorporate core principles of 

transmission pricing: efficiency, recovering costs, transparency, fairness, predictability and non-

 
37 West African Power Pool, “2020-2033 WAPP Business Plan”. P.13. Accessed Online: 

http://ewww.ecowapp.org/sites/default/files/wapp_2020-2023_business_plan_0.pdf 
38 “The West African Power Pool (WAPP),” Economic Communities of West African Stats (ECOWAS), Accessed 

Online: https://www.ecowas.int/specialized-agencies/the-west-african-power-pool-wapp/  
39 Economic Community of West African States, “2020-2023 WAPP Business Plan”. P.31. Accessed Online: 

http://www.ecowapp.org/sites/default/files/wapp_2020-2023_business_plan_0.pdf  
40 Ibid. P.33 
41 ECOWAS Regional Electricity Regulatory Authority, “Resolution N.005/ERERA/15, “Approval of the Regional 

Market Rules for the West African Power Pool,” P.19. Accessed Online: https://erera.arrec.org/wp-

content/uploads/2016/08/Resolution-No005-ERERA-15-Approval-of-the-Regional-Market-Rules-of-the-WAPP.pdf 
42 Ibid 

 Figure 5: Customized Map of WAPP 
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discrimination43. The principles are similar to those seen in CAREC's regional cooperation strategy44. The 

WAPP also outlines that the SMO will carry out revenue collections under bilateral agreements, with billing 

and settlements pre-defined in energy schedules provided in advance by the purchaser. The Operation 

Manual also contains emergency procedures on testing telecommunications systems and provisional load 

shedding plans (if required)45. 

  

The WAPP Market Rules dictate specific guidance on the operation of bilateral market contracts. Bilateral 

contracts are the only permitted form in phase 1 of the WAPP market46. Phase 2 then incorporates bilateral 

agreements with transit through a third country. The regulator ERERA provides templates for trading, and 

the Regional Electricity Market Design documentation stipulates that PPAs must follow strict conditions: 

a pricing formula consisting of capital and variable costs, no “take-or-pay” clauses, and that the PPA makes 

unused transmission capacity available which is declared daily to the SMO47. 

  

Despite the fact that infrastructure is in early stages of development, the rigorous regional framework in 

place positions this early-stage market well for future success. The WAPP has remarkable quality and 

quantity of publicly accessible reporting available, particularly for a developing context. This contrasts to 

the SAPP, and the EAPP. The General Secretariat also produces business plans, such as the 2020-2023 

report, which outlines progress, opportunities and threats to the regional energy organization’s objectives48. 

 

Côte d’Ivoire 

Within the WAPP, Côte d’Ivoire is a prevalent electricity exporter: in 2017 the country provided 1,200 

GWh to Ghana, Mali, Burkina Faso and Benin/Togo49. Côte d’Ivoire has a particularly attractive energy 

sector due to its ‘bankable’ PPAs, and unique waterfall regulatory structure (discussed in more detail in 

Section 3.3.4.). The Energy Ministry has also announced plans to keep tariffs low for poor domestic users, 

with up to 10% higher tariffs for industrial consumers50. 

  

WAPP & Côte d’Ivoire Case Study Transferable Lessons 

● WAPP’s first mover advantages: establishing a framework prior to new PPAs. 

● WAPP’s transparency and reporting. 

● Côte d’Ivoire’s waterfall regulatory structure. 

 
43 “Adoption of the Tariff Methodology for Regional Transmission Cost and Tariff,” August 18 2015, P.5. Accessed 

Online: icc.ecowapp.org/sites/default/files/Transmission%20Tariff%20Methodology%20-%20August%202015-

V4_signed.pdf  
44 Central Asian Regional Economic Cooperation, Strategy for Regional Cooperation in the Energy Sector of 

CAREC Countries, November 2008, P.6. Accessed Online: https://www.carecprogram.org/uploads/CAREC-

Regional-Cooperation-Strategy-in-Energy.pdf  
45 “Adoption of the Operation Manual of the West Africa Power Pool,” September 29 2015. Emergency Procedures 

Page 3/5, Accessed Online: http://icc.ecowapp.org/sites/default/files/WAPP%20OPERATION%20MANUAL%20 

%28EN%29_signed-ilovepdf-compressed.pdf  
46 Mercados Energy Markets International, “Development of WAPP Market Design and Market Rules”. P.20. 

Accessed Online:  http://icc.ecowapp.org/sites/default/files/Market%20Design%20Final.pdf  
47 Ibid 
48 West African Power Pool, “2020-2023 Business Plan”, Accessed Online: 

http://www.ecowapp.org/sites/default/files/wapp_2020-2023_business_plan_0.pdf  
49 “Project Appraisal on a Proposed Guarantee in the amount of Eur 240 Million in support of the republic of Côte 

d’Ivoire  for the CI-Energies Guarantee Project,” World Bank Database, June 8 2018. P.10. Accessed Online: 

http://documents.worldbank.org/curated/en/779551530502255566/pdf/CIENERGIES-Guarantee-PAD-P164145-

AFRDE-comments-June-7-final-1-06122018.pdf  
50 “Ivory Coast’s power generation leaves neighbours in the shade,” Financial Times. Accessed Online: 

https://www.ft.com/content/fe3de4b2-5ad1-11e5-9846-de406ccb37f2 
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2.1.2. Asia 

2.1.2.1. Case Study: Greater Mekong Subregion (GMS) 

The Greater Mekong Subregion (GMS) comprises Myanmar, Thailand, Cambodia, Lao PDR, Vietnam, and 

China’s Yunnan Province and Guangxi Zhuang Autonomous Region. It has experienced decades of 

successful energy cooperation that began as part of a wider GMS economic cooperation program51. The 

power market’s early integration stages reflect the current state of Tajikistan and its neighbouring countries. 

Particular focus is placed on Stage 1 of this integration process, corresponding to the establishment of 

bilateral power transactions52. Countries within the GMS have varied power sector development and export 

abilities. Due to the availability of information and the comparability to Tajikistan, two PPA’s between Lao 

PDR and Thailand have been selected: (i) Nam Theun 2; (ii) Xayaburi PPA.  

 

Comparability to Tajikistan 

● Similar bilateral needs: Laos’s export desires and Thailand’s energy shortages. 

● Transparency issues, debt management as a financing condition.  

● Similar regional needs in terms of energy diversification. 

 

Lao PDR-Thailand power trade commenced in 1971 with exports of 155 MW. The Lao PDR and Thai 

Governments subsequently entered into numerous MoU’s to support the development of electricity supply 

to Thailand. These MoU’s were consolidated into PPAs. Each individual project is governed by a separate 

PPA, concession agreement, and financial arrangement, making up the general framework of electricity 

trade between Lao PDR and Thailand53.   

 

Nam Theun 2 (NT2) and Xayaburi (two IPPs) were commissioned under the various MoU’s, originally 

signed in 1993, promising 1,500 MW of exports to Thailand. The MoU helped formalize the electricity 

trade relationship between the two countries. Subsequent agreements have increased the trade target, most 

recently promising 7,000MW in 200754. NT2 was created on a build, own, operate, transfer (BOOT) basis 

and the PPA was signed with an IPP. For that particular reason, the dispute settlement mechanism is strong, 

and lessons can be drawn to inform the Tajikistan context.  

 

Similarly, the Xayaburi Dam presents a recent case study PPA between the Electricity Generation Authority 

of Thailand (EGAT) and IPP Xayaburi Power Company Limited. The PPA is for the total installed capacity 

of 1,225 MW and a term of 29 years. Usual annual generation is 6,929 GWh55. The agreement highlights 

various flaws in negotiations which will cause issues for Lao PDR for years to come. Specific clauses and 

considerations have been extracted to provide a more comprehensive framework for Tajikistan's long-term 

PPAs. 

 

 

 
51 Energy Sector Management Assistance Program (ESMAP) ; Brief note 004/10. Washington, D.C. : World Bank 

Group. Accessed Online: http://documents.worldbank.org/curated/en/793791468151161928/Greater-Mekong-

Subregion-GMS-transmission-and-trading-case-study  
52 Ibid P.31 
53 Economic Consulting Associates, “The Potential of Regional Power Sector Integration, Nam Theun 2 | Generation 

Case Study” P. 40. Accessed Online: http://documents.worldbank.org/curated/en/220121468181778783/pdf/7730 

70v700ESMA0m0Theun020Generation.pdf  
54 Economic Consulting Associates, “The Potential of Regional Power Sector Integration, Nam Theun 2 | Generation 

Case Study” P. 40. Accessed Online: http://documents.worldbank.org/curated/en/220121468181778783/pdf/773070 

v700ESMA0m0Theun020Generation.pdf  
55 Ashwini Chitnis. “The Xayaburi Power Purchase Agreement- An Independent Review”. International Rivers 2013. 

P. 8. Accessed Via Proquest.   
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Lao PDR Transferable Lessons 

● Dispute resolution mechanism: Lao PDRs NT2 PPA presents a three-step dispute settlement 

mechanism that is designed to enhance independence and transparency. Two key features stand 

out: (i) a panel of independent experts provides a second step to solving any disputes; (ii) arbitration 

rules follow an international trade standard that is flexible enough to work between state vs. state 

and state vs. private entity relations. Such a uniform arbitration standard makes it easier on the 

adopting party to become familiar with the standards and avoid any potential legal breaches.  

Force majeure considerations: The failure of Lao PDR to holistically negotiate legal terms within the Xayaburi 

PPA led to unfavourable conditions and avoidable risks to the Government of Laos in the case of a Force 

majeure or default by the IPP. This strongly exemplifies the need to holistically review PPA clauses 

collectively and not as separate subsections within an agreement. Careful consideration will need to be given to 

both default and Force majeure clauses as they can result in unnecessary risks that are hard to mitigate.  

2.1.2.2. Case Study: South Asian Region, Bhutan-India 

Regional cooperation in South Asia, specifically between India and Bhutan has been driven by energy trade. 

The Government of Bhutan’s mid-1990s reform transformation allowed for:  

(i) Better institutional frameworks;  

(ii) Economic development through exports and electricity provision to rural consumers; and  

(iii) Independent financing (not donor agencies) to fund infrastructure projects56.  

 

The result was massive growth in the energy export sector. Exports as a percentage of GDP in 2012 was 

approximately 32%57. Energy exports are predominantly through three main projects:  

(i) Tala Hydro Electric Project (1,020 MW);  

(ii) Chhukha Hydro Electric Project (336 MW); and  

(iii) Kurichhu Hydro Electric Project (60 MW).  

 

These HPPs export excess electricity to India through PPAs between PTC India and the Government of 

Bhutan58. The India-Bhutan context is comparable to Tajikistan, with state-owned generation companies, 

reforms focused on strengthening institutions and cost-reflective tariffs. 

 

Bhutan-India Transferable Lesson 

● Alternative model for capacity commitment: In the Bhutanese example, the capacity commitment 

presents a useful model that can be replicated by Tajikistan: domestic demand within the agreement 

has been prioritized to exports. India has signed the PPA to purchase any excess supply based on a 

revised tariff structure every 5 years. This greatly mitigates any generation risks from fixed 

commitments and prioritizes internal demand in seasons with any potential shortages.  

 

2.1.3. Europe 
2.1.3.1. Case Study: Europe (Germany/Austria/Switzerland) 

Europe’s electricity markets’ deregulation began in the early 1990s, and in the future will be shaped heavily 

by the EU’s priorities in the 2030 climate agenda. Renewables are being added to almost all jurisdictions’ 

energy mixes. The variety of multi-speed energy transitions reflects the different domestic energy security 

priorities. This produces divergent energy policies within the union. Europe’s energy sector is considerably 

 
56 OECD, “ADB Bhutan Energy Sector”. Accessed Online: https://www.oecd.org/countries/bhutan/47177609.pdf  
57 World Bank, “Country Snapshot”. Accessed Online: https://wits.worldbank.org/countrysnapshot/en/BTN/textview  
58 Saran, Harish. “Role of Trading Companies in Cross Border Power Trade”. Accessed Online: 

https://usea.org/sites/default/files/event-/PTC%20India.pdf 
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more developed than Tajikistan’s (wholesale market). However, the region’s experience provides insights 

as to the benefits that arise from shaping trade agreements with a long-term view around regional 

integration.   

 

Early integration viewed electricity trading as the least common denominator between member states with 

very different views59. A “comprehensive package deal” in the Eurozone was viewed as the best way to 

reduce administrative costs. Transparency and information equivalence were key to beginning 

intergovernmental negotiations, and were the result of comprehensive administrative integration60. 

 

Germany 

Germany sits at the heart of the EU energy market, bordering the Nordic Market. Reductions in the 

proportion of nuclear energy in the energy mix in Germany, France, and Austria increased demand and 

integration. In Germany, the energiewende, the movement away from nuclear energy and fossil fuels, 

caused increased investment and public support for renewables including hydropower61. 

 

Germany’s fundamentally held view of renewable energy as a commercial and sustainable priority has 

caused damage to negotiate with neighbours which hold different views. For example, disagreements with 

Poland about the value of energy security have deteriorated bilateral relations. Disagreements are based 

largely on public perception, measured through opinion polling and stakeholder interviews62. 

 

Switzerland 

Benefitting from 41 transmission interconnections, and high energy production capacity, Switzerland is 

currently in the process of negotiating a new electricity exchange agreement with the entire surrounding 

EU region. Negotiations currently include: equal, free and fair market access; common application of 

electricity rules for all market participants; transparency in wholesale electricity markets; and cross-border 

electricity trade. Negotiation success depends heavily on the progress of the institutional agreement 

negotiations between Switzerland and the EU63. Parallel negotiations over stock exchanges are experiencing 

deadlock. This has an explicit cost in terms of electricity prices and emphasizes the importance of bringing 

all bilateral interests and tensions to the table.  

 

European Case Study Transferable Lessons: 

● Institutional transparency and public availability of information (EU). 

● Negotiation preparations to ensure common alignment and potential interest (Germany). 

● Stalled negotiations can be costly; unlocking an agreement may require bringing other topics of 

bilateral tension to the negotiating table (Switzerland).  

 

 
59 Rainer Eising, “Policy Learning in Embedded Negotiations: Explaining EU Electricity Liberalization”, Access 

Volume 56, Issue 1. Winter 2002, P. 85-120. 
60 Ibid. 
61 Energiewende Agora, “Flexibility challenges and benefits from regional integration in the Southeast European 

power system in 2030”. November 2018. Accessed online: https://www.agora-energiewende.de/en/projects/?tx_ 

agorathemen_themenliste%5Bprojekt%5D=431&cHash=4f6d067549b7fc199b717f75cdfb8310 
62 María de la Esperanza Mata Péreza, Daniel Scholtenb, Karen Smith Stegen, “The multi-speed energy transition in 

Europe: Opportunities and challenges for EU energy security”. Energy Strategy Reviews. Volume 26, November 

2019. Accessed Online: https://doi.org/10.1016/j.esr.2019.100415  
63 Mission of Switzerland to the EU, “Key Issues: Energy”, Accessed Online: 

https://www.eda.admin.ch/missions/mission-eu-brussels/en/home/key-issues/energy.html  
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2.1.3.2. Case Study: Nordic Region (Denmark, Finland, Norway, Sweden) 

The Nordic countries were the first in Europe to liberalize their electricity markets64. In 2000, they formed 

the largest integrated wholesale market in the world. The internal market has been integrated for more than 

a decade and has been working to remove congestion across the pricing zones. Hydropower represents over 

50% of electricity generation65. The market is highly advanced with subregions to stabilize price volatility 

and a spot market for energy pricing. For policy transferability, learnings have focused on early 

development.  

 

Following the Akureyri Declaration, work in the electricity industry has continued towards a retail market 

further supporting economic development and harmonization. The Nordic Energy Regulators (NordREG) 

are responsible for market integration plans. In 2011 the project entered a phase of intensive development, 

with NordREG working with more than 100 electricity market participants to find an optimal model for the 

future Nordic end-user market66. 

 

Nordic Region Case Study Transferable Lesson 

● A voluntary regulatory governance system for a regionally integrated area can operate effectively 

once domestic capacities have been strengthened. 

 

2.1.4. North America  
2.1.4.1. Case Study: Canada and the United States 

Case studies between Hydro-Québec and its main trade partners are considered in this section. If the energy 

trade in North America is considerably more reliant on market principles than it is in Tajikistan, useful 

lessons can be drawn from its early developments.  

 

Hydroelectricity represents 95% of Quebec’s energy production with over 40,853 MW of installed capacity. 

Hydro-Québec (HQ) generates primarily in-province with 62 hydroelectric plants. Quebec’s net electricity 

interprovincial and international trade is of 3.4 TWh (2018)6768. Appendix E highlights the most notable 

PPAs signed by Hydro-Québec provincially and regionally.  

 

 

 
64 Carr, Gillian, "Going with the Flow?”, Energy Risk, 06, 13-17. 2012. Accessed Online: 

https://proxy.library.mcgill.ca/login?url=https://search.proquest.com/docview/1022474930?accountid=12339  
65 Ibid 
66 Nordic Council of Ministers’ Electricity Market Group, “Status of harmonisation in theNordic Electricity market”. 

2011. Accessed Online: https://www.nordicenergy.org/wp-content/uploads/2012/ 02/status-of-harmonisation-in-the-

nordic-electricity-market-2011.pdf 
67 Canada Energy regulator, “Provincial and Territorial Energy Profiles”. Accessed Online:  https://www.cer-

rec.gc.ca/nrg/ntgrtd/mrkt/nrgsstmprfls/qc-eng.html  
68 Canada Energy Regulator, “Electricity Annual Trade Summary – 2019”. Accessed Online: https://www.cer-

rec.gc.ca/nrg/sttstc/lctrct/stt/lctrctysmmr/lctrctysmmr-eng.html 
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Figure 6: Hydro-Québec’s Operations 

 

Canada and the US have deeply intertwined governing institutions around the energy market. In Canada, 

electricity exports are regulated by the Canadian Energy Regulator (CER), comprised of an Independent 

Commission (quasi-judicial body adjudicating on projects), a Board of Directors providing strategy 

oversight, and a Chief Executive Officer leading the organization and overseeing energy price and exports69. 

Quebec’s energy transmission and distribution are regulated by the Régie de l’énergie that fixes 

transmission and distribution rates and conditions70. The North American region also has the North 

American Electric Reliability Corporation (NERC) to minimize power system disruptions, with a regional 

entity collecting data on the regional power system, the Northeast Power Coordinating Council (NPCC). 

The U.S. Department of Energy and Natural Resources Canada also collaborate on transmission regulatory 

and statutory frameworks. 

Export Markets 

The energy industry in Quebec was unbundled in the early 2000s, allowing for some limited competition 

in generation71. HQ increased production, creating massive surpluses and driving a search for export 

markets. HQ is bound by the heritage contract (“contrat patrimonial”), which sets aside the amount of 

energy (165 TWh) dedicated to the local population; export capacity is therefore surplus production. HQ is 

interconnected with the power systems of Ontario, the Maritime provinces, the New York State and New 

England. HQ exports primarily to the U.S. Eastern Region, selling electricity at market-based rates through 

its subsidiary HQUS. The U.S. Eastern Region is further divided into the PJM (Pennsylvania-New Jersey-

Maryland Interconnection), the NYISO (the New York Independent System Operator) and the ISO-NE (the 

Independent System Operator of New England) where it mainly engages in short-term trade on power 

markets. HQ also offers long-term supply contracts (PPAs) to a variety of customers.  

 

 

 

 
69 Canada Energy Regulator, “About Us - Responsibilities”. Accessed Online: https://www.cer-

rec.gc.ca/bts/whwr/rspnsblt/index-eng.html 
70 Régie de l'énergie du Québec, “Mission”. Accessed Online: http://www.regie-energie.qc.ca/en/regie/mission.html  
71 Interview, Hydro Quebec Negotiations Team, March 2020.  
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The New England Region 

Long-term contracts have significantly benefited Quebec in the 1980-2000 period, providing revenue 

stability for large-scale infrastructure projects and investments such as the Phase II of the multi-terminal 

direct-current system (MTDCS), a cross-border line from northern Quebec to the New England region, 

which includes the US states of Maine, Vermont, New Hampshire, Massachusetts, Connecticut and Rhodes 

Islands72. MTDCS is one of HQ’s main export successes, with two long-term contracts solidifying 

commitments on both sides of the border to buy and sell energy. Exports to the New England region have 

been driven by the states' commitments to emission reduction targets73. HQ also directly participates in the 

New England Power Pool (NEPOOL), a regional operating entity composed of public and investor-owned 

utilities. The first contract between Hydro-Québec and the New England Power Pool (NEPOOL) engaged 

both entities in an 11-year agreement for the purchase of up to 33 TWh from HQ74. Following the expansion 

of the MTDCS further north in Quebec and south in New England, a second 10-year long contract between 

HQ and a number of New England utilities was signed increasing supply to 70 TWh. These contracts have 

now expired, and trade is predominantly conducted on a short-term basis. 

 

PPA: Vermont 

HQ and Vermont utilities signed a 26 year-long new agreement for up to 225 MW in 2010, to stabilize 

energy prices in the region75 (2010) and to protect Vermont consumers from price increases in New 

England76. The $79.55 USD per MWh agreed-upon starting price will be adjusted annually, following a 

formula-based tariff methodology including regional electricity prices, inflation, future energy prices and a 

buffering feature to limit yearly price fluctuations77. 

 

PPA: Maine 

Negotiation agreements with Maine have a long history and have been challenging for HQ. In 1989, HQ 

and the Central Maine Power (CMP) applied to the Maine Public Utilities Commission for a new PPA. It 

was denied as CMP failed to consider agreements with domestic producers prior to signing with HQ, 

contrary to existing laws on least cost planning, which requires meeting the utility’s projected demands 

with the lowest costs78. Maine’s Public Utilities Commission (PUC) recently approved the New England 

Clean Energy Connect (NECEC) project, the construction of a transmission line to send HQ energy to 

Massachusetts through Maine79.  

 

PPA: Massachusetts  

HQ is looking to expand exports to Massachusetts in what would be its biggest export contract in history, 

with a set quantity of 9.45 TWh for 20 years. The PPA has been signed between HQ and Massachusetts’s 

 
72 Hydro Quebec, “International Export Markets” Accessed online:  

https://www.hydroquebec.com/international/en/exports/markets/  
73 National Conference of State Legislatures, “Renewable Portfolio Standards”, Accessed online: 

https://www.ncsl.org/research/energy/renewable-portfolio-standards.aspx  
74 Hydro Quebec, “International Export Markets - New England” Accessed online: 

https://www.hydroquebec.com/international/en/exports/markets/new-england.html  
75 Commission of Inquiry Respecting the Muskrat Falls Project, “Power Purchasing Agreement” 

https://www.muskratfallsinquiry.ca/files/P-01637.pdf  
76 Hydro Quebec, “International Export Markets - New England” Accessed online: 

https://www.hydroquebec.com/international/en/exports/markets/new-england.html 
77 Vermont Business Magazine, “Hydro-Québec releases sustainability report, pitches power to New England”. 

December 5 2016. Accessed Online: https://vermontbiz.com/news/may/hydro-québec-releases- sustainability-report-

pitches-power-new-england 
78 Richard B. Parker, “Will the Electric Company Learn to Love Energy Efficiency? A Policy Experiment at the 

Maine”, 36 Maine Business Indicators, No. 2, at 2 (1991).  
79 Hydro Quebec, “Hydro Quebec Proposes A Long Term Partnership With The State Of Maine” Accessed Online: 

http://news.hydroquebec.com/en/press-releases/1465/hydro-quebec-proposes-a-long-term-partnership-with-the-state-

of-maine/  
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https://www.hydroquebec.com/international/en/exports/markets/new-england.html
https://www.muskratfallsinquiry.ca/files/P-01637.pdf
https://www.hydroquebec.com/international/en/exports/markets/new-england.html
https://vermontbiz.com/news/may/hydro-qu%C3%A9bec-releases-sustainability-report-
https://vermontbiz.com/news/may/hydro-qu%C3%A9bec-releases-sustainability-report-
http://news.hydroquebec.com/en/press-releases/1465/hydro-quebec-proposes-a-long-term-partnership-with-the-state-of-maine/
http://news.hydroquebec.com/en/press-releases/1465/hydro-quebec-proposes-a-long-term-partnership-with-the-state-of-maine/
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electric distribution companies (EDCs) and was approved by the Massachusetts Department of Public 

Utilities80. The project awaits approval from additional Maine authorities, where a new transmission line is 

expected to be built. HQ is working with Central Maine Power to develop a new 1,200 MW direct 

interconnection (The New England Clean Energy Connect (NECEC)) which would increase transmission 

capacity between the two regions and serve a long-term contract with Massachusetts8182. If the PPA has 

been signed, the project to increase export to Massachusetts has faced numerous challenges for almost a 

decade. 

 

Most recently, an opposition coalition of natural gas electricity generators and environmental activists 

formed to stop the project83; opponents believe HQ would not be able to supply the new market without 

diverting electricity from other markets, against its promise of increasing clean energy supply to the 

region84. The opposition group is now asking for net reduction of GHG emissions to be made part of the 

PPAs. 70% of Massachusetts’s energy mix is natural gas, so the opponents have gained considerable 

attention. 

 

The project, initially called Northern Pass, was supposed to go through New Hampshire, but faced 

considerable pushback from stakeholder groups and was turned down in 2018 by the New Hampshire Site 

Evaluation Committee and the New Hampshire Supreme Court85 .  

 

PPA: The New York Region 

The first long-term contract signed in 1970 between HQ and the Power Authority of the State of New York 

provided 800 MWh annually. Subsequent additional long-term contracts were signed in the 1980s and 

1990s increasing energy quantities each time. HQ also signed a number of important long-term agreements 

with the New York Power Authority outlining capacity exchange during opposed peak periods (Quebec’s 

winter and New York's summer)86. 

 

The regions' multiple long-term agreements-built trust for successful evolution to power pooling 

arrangements and wholesale electricity markets. HQ has become a participant in the New York Power Pool 

created in the 1980s, which later became the New York Independent System Operator (NYISO)87. The two 

regions leveraged their mutual trust recently for a mutual assistance agreement to ensuring supply stability 

amidst the COVID-19 pandemic88. HQ is well positioned to contribute to New York’s ambition to fully 

 
80 Hydro Quebec, “Energy Supply Contracts get Green Light from Massachusetts: Another Important Milestone”. 

Accessed Online: .http://news.hydroquebec.com/en/press-releases/1516/energy-supply-contracts-get-green-light-

from-massachusetts-another-important-milestone-for-hydro-quebec-and-lower-carbon-emissions-for-new-england/  
81 Hydro Quebec, “New England Market” Accessed Online: 

https://www.hydroquebec.com/international/en/exports/markets/new-england.html  
82 New England Clean Energy Connect, “Project Overview” Accessed Online: 

https://www.necleanenergyconnect.org/project-overview  
83 North East Megadam Resistane, “Greenwashing and Carbon Emissions: Understanding the True Impacts of New 

England Clean Energy Connect”. Accessed Online: http://northeastmegadamresistance.org/wp-

content/uploads/2019/04/2018.Oct_.ENERGYZT reportNECECImpacts.pdf  
84 Global Data, “Hydro Quebec - Power - Deals and Alliances Profile”. Accessed Online: https://search-proquest-

com.proxy3.library.mcgill.ca/docview/2194488217/B7A00DCDCDA042A7PQ/1?accountid=12339  
85 Brooks, David, “N.H. Supreme Court agrees with state’s rejection of Northern Pass transmission line”. Concord 

Monitor. Accessed Online: https://www.concordmonitor.com/northern-pass-electricity-eversource-grid- energy-

power-27118513  
86 Hydro Quebec, “New York Market” Accessed Online: https://www.hydroquebec.com/international/en/exports/ 

markets/new-york.html  
87 Hydro Quebec, “New York Market” Accessed Online: https://www.hydroquebec.com/international/en/exports/ 

markets/new-york.html 
88 Hydro Quebec, “Hydro Quebec and the New York Power Authority Sign a Mutual Assistance Agreement” 

Accessed Online: http://news.hydroquebec.com/en/press-releases/1605/hydro-quebec-and-the-new-york-power- 

authority-sign-a-mutual-assistance-agreement/  

http://news.hydroquebec.com/en/press-releases/1516/energy-supply-contracts-get-green-light-from-massachusetts-another-important-milestone-for-hydro-quebec-and-lower-carbon-emissions-for-new-england/
http://news.hydroquebec.com/en/press-releases/1516/energy-supply-contracts-get-green-light-from-massachusetts-another-important-milestone-for-hydro-quebec-and-lower-carbon-emissions-for-new-england/
https://www.hydroquebec.com/international/en/exports/markets/new-england.html
https://www.necleanenergyconnect.org/project-overview
http://northeastmegadamresistance.org/wp-content/uploads/2019/04/2018.Oct_.ENERGYZTreportNECECImpacts.pdf
http://northeastmegadamresistance.org/wp-content/uploads/2019/04/2018.Oct_.ENERGYZTreportNECECImpacts.pdf
https://search-proquest-com.proxy3.library.mcgill.ca/docview/2194488217/B7A00DCDCDA042A7PQ/1?accountid=12339
https://search-proquest-com.proxy3.library.mcgill.ca/docview/2194488217/B7A00DCDCDA042A7PQ/1?accountid=12339
https://www.concordmonitor.com/northern-pass-electricity-eversource-grid-energy-power-27118513
https://www.concordmonitor.com/northern-pass-electricity-eversource-grid-energy-power-27118513
https://www.hydroquebec.com/international/en/exports/%20markets/new-york.html
https://www.hydroquebec.com/international/en/exports/%20markets/new-york.html
https://www.hydroquebec.com/international/en/exports/%20markets/new-york.html
https://www.hydroquebec.com/international/en/exports/%20markets/new-york.html
http://news.hydroquebec.com/en/press-releases/1605/hydro-quebec-and-the-new-york-power-
http://news.hydroquebec.com/en/press-releases/1605/hydro-quebec-and-the-new-york-power-
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decarbonize its electricity sector by 2040, with the city of New York’s desire to buy renewable electricity 

representing a valuable opportunity for future PPAs89. 

 

Interprovincial Agreements 

 

PPA: Ontario 

HQ also enters into long-term agreements with other Canadian provinces, most importantly with Ontario. 

Thanks to the stability from long-term agreements, HQ commissioned a number of interprovincial 

transmission lines, most recently increasing capacity by 1,250 MW90. Long-term agreements with Ontario 

leverage seasonal complementarity, as Quebec has excess summer capacity and increased winter demand; 

Ontario has opposite needs91.  

 

Energy trading with Ontario began in 1970, with a 6-year contract between HQ and the Hydro-Electric 

Power Commission of Ontario. The latest long-term agreement was signed in 2016 enabling Ontario to 

reduce GHG emissions and natural gas reliance92. It stemmed from an agreement to pursue Seasonal 

Capacity Sharing. The resulting contracts comprised 

3 components: energy, capacity and recycling93. 

Ontario will receive at least 2 TWh of hydropower 

from Quebec until 2023, Quebec receives 500 MW 

of Ontario Surplus Capacity and finally, Ontario will 

recycle energy surpluses by storing it for future 

consumption in HQ facilities. The agreement 

includes a clause stipulating that imports from 

Quebec are targeted to specific hours when Ontarian 

gas facilities would be in use, to curtail net GHG 

emissions. Net taxpayer savings on both sides of the 

border were estimated at $70M CAD. The 2016 PPA 

is relatively short term since Quebec’s energy 

surplus will reduce as domestic demand increases 

and Ontario’s surplus will cease to exist once it 

retires nuclear generating capacity in 202494. Ontario-

Quebec PPAs are overseen by the Régie de 

l’électricité du Québec and the Ontario Energy Board (OEB). The OEB‘s Market Surveillance Panel is a 

non-legislative body which investigates electricity trade agreements and market compliance. 

 

PPA: Cornwall, Ontario 

HQ and Cornwall Electric have two long-term wholesale electricity contracts made to supply the 

municipality of Cornwall, Ontario. The first contract signed in 2000 was for a capacity of 45 MW. 

Successful partnership led the second agreement signed in 2008 to be for 100 MW95.  

 
89 New York State, “Reforming the Energy Vision”. Accessed June 26 2020. Accessed Online: https://rev.ny.gov/  
90 Hydro Quebec, “Ontario Market” Accessed Online: https://www.hydroquebec.com/international/en/exports/ 

markets/ontario.html   
91 Ibid   
92 Ibid 
93 IESO, “Overview of Electricity Trade Agreement between Québec and Ontario”. Accessed Online: http://www.ies 

o.ca/-/media/files/ieso/document-library/sac/2017/sac-20170510-ontario-hydro-quebec-agreement.pdf?la=en  
94 Canadian Energy Research Institute, “Electricity Report June 2017”. June 2017. Accessed Online: 

https://ceri.ca/assets/files/Electricity_Report_June_2017.pdf  
95 Hydro Quebec, “Ontario Market” Accessed Online: 

https://www.hydroquebec.com/international/en/exports/markets/ontario.html   

 

 Figure 7: Ontario-Quebec Power Intersections 

https://rev.ny.gov/
https://www.hydroquebec.com/international/en/exports/%20markets/ontario.html
https://www.hydroquebec.com/international/en/exports/%20markets/ontario.html
http://www.ieso.ca/-/media/files/ieso/document-library/sac/2017/sac-20170510-ontario-hydro-quebec-agreement.pdf?la=en
http://www.ieso.ca/-/media/files/ieso/document-library/sac/2017/sac-20170510-ontario-hydro-quebec-agreement.pdf?la=en
https://ceri.ca/assets/files/Electricity_Report_June_2017.pdf
https://www.hydroquebec.com/international/en/exports/markets/ontario.html
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PPA: Newfoundland and Labrador 

The 1969 Quebec-Newfoundland contract covered the development and subsequent sale of electricity from 

the Churchill Falls hydro site96. The contract provided for the sale of approximately 30 TWh per year to 

Quebec for 40 years, starting at the completion of the project (in 1976), with an automatic 25-year renewal 

clause97. The first 5 years were priced at $3 CAD per MWh which decreased incrementally to reach C$2.5 

for the last 15 years (up to 2016). The contract covered almost the entirety of energy produced at the 

Churchill Falls hydro site98. The automatic renewal clause for an additional 25 years at a price of C$2 per 

MWh has proven highly controversial. In exchange for this clause, HQ has agreed to provide additional 

funds if the project’s capital cost exceeded the anticipated amount. The C$2 per MWh in 2020 dollars is 

contentiously low. In contrast, in 2003, HQ received an average of C$85 per MWh for electricity exports 

(which later decreased to approximately C$40 in recent years). The low agreed upon price constitutes a 

major opportunity cost for Newfoundland99.  

 

The eventual Quebec-Newfoundland PPA was political and tied commercial discussions to historical 

grievances around border issues. Newfoundland was unable to gain permission from the Federal 

Government to create a corridor to access the American market through Quebec, giving no other choice but 

to sell electricity to HQ100. Potential conflicts of interest also arose as a Quebec company had 20% stake in 

CFLCo, which was nationalized in the early 1960s. Today, HQ owns 34.2% of CFLCo (the rest is publicly 

owned by Newfoundland and Labrador Hydro Corporation)101.  

Newfoundland's subsequent attempts to renegotiate have failed and created resentment in Newfoundland 

and Labrador. Public opinion appeals were made alongside legal action through the Canadian Supreme 

Court. In 2018, Churchill Falls lost its bid to reopen the energy deal102. The original PPA’s renewal clause, 

constraining CFLCo to supplying at C$2 MWh for an additional 25 years was attained by HQ's leveraging 

of CFLCo’s weak financial position103. CFLCo began infrastructure construction before the deal with HQ 

was signed, which weakened their negotiating position. The 2016 contract renewal will last to 2041.  

The perceived injustice of the contract between Quebec and Newfoundland has had pervasive negative 

impacts on the relationship between the two regions and on the political culture in Newfoundland. 

 

 

 

 
96 Feehan, James P., and Baker, Melvin, “The Origins of a Coming Crisis: Renewal of the Churchill Falls” Dalhousie 

Law Journal, Volume 30, Issue 1, Article 6. Accessed Online: 

https://digitalcommons.schulichlaw.dal.ca/cgi/viewcontent.cgi?article=1915&context=dlj  
97 Feehan James, “The Churchill Falls Contract: What Happened and What’s to Come?” Newfoundland Quarterly, 

101:4 (2009) 35-38. Accessed Online: https://www.mun.ca/harriscentre/policy/memorialpresents/2008c/NQ_a 

rticle_Vol_101_No_4.pdf  
98 Feehan, James P., and Baker, Melvin, “The Churchill Falls Contract and Why Newfoundlanders Can’t Get Over 

It”. Policy Options. Sept 1, 2010. Accessed Online: https://policyoptions.irpp.org/magazines/making-parliament-

work/the-churchill-falls-contract-and-wh y-newfoundlanders-cant-get-over-it/  
99 Ibid 
100 Feehan James P., “Smallwood, Churchill Falls, and the Power Corridor through Quebec”. Memorial University, 

Accessed Online: https://journals.lib.unb.ca/index.php/acadiensis/article/view/18765/20571  
101 Feehan, James P., and Baker, Melvin, “The Churchill Falls Contract and Why Newfoundlanders Can’t Get Over 

It”. Policy Options. Sept 1 2010. Accessed Online: https://policyoptions.irpp.org/magazines/making-parliament-

work/the-churchill-falls-contract-and-wh y-newfoundlanders-cant-get-over-it/ 
102 McKenna, Barrie, “Why the Curse of Churchill Falls will Continue to Haunt Newfoundland”. The Globe and 

Mail. 2019. Accessed Online: https://www.theglobeandmail.com/business/commentary/article-why-the-curse-of-

churchill-falls-will-continue-to-haunt-newfoundland/  
103 Government of Newfoundland and Labrador, “Churchill Falls”. 2020. Accessed Online: 

https://www.heritage.nf.ca/articles/politics/churchill-falls.php  

https://digitalcommons.schulichlaw.dal.ca/cgi/viewcontent.cgi?article=1915&context=dlj
https://www.mun.ca/harriscentre/policy/memorialpresents/2008c/NQ_a%20rticle_Vol_101_No_4.pdf
https://www.mun.ca/harriscentre/policy/memorialpresents/2008c/NQ_a%20rticle_Vol_101_No_4.pdf
https://policyoptions.irpp.org/magazines/making-parliament-work/the-churchill-falls-contract-and-why-newfoundlanders-cant-get-over-it/
https://policyoptions.irpp.org/magazines/making-parliament-work/the-churchill-falls-contract-and-why-newfoundlanders-cant-get-over-it/
https://journals.lib.unb.ca/index.php/acadiensis/article/view/18765/20571
https://policyoptions.irpp.org/magazines/making-parliament-work/the-churchill-falls-contract-and-why-newfoundlanders-cant-get-over-it/
https://policyoptions.irpp.org/magazines/making-parliament-work/the-churchill-falls-contract-and-why-newfoundlanders-cant-get-over-it/
https://www.theglobeandmail.com/business/commentary/article-why-the-curse-of-churchill-falls-will-continue-to-haunt-newfoundland/
https://www.theglobeandmail.com/business/commentary/article-why-the-curse-of-churchill-falls-will-continue-to-haunt-newfoundland/
https://www.heritage.nf.ca/articles/politics/churchill-falls.php
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HQ Case Study Transferable Lessons 

Legal 

● PPAs are subject to many levels of government regulation which can be challenging to navigate 

(New England). 

● Careful revision of potential trading partner’s trade statutory law and regulations can pre-empt 

negotiation roadblocks and avoid negotiation delays (New England).  

● Trade partners’ legal requirements such as least cost consideration, in-state production levels and 

environmental assessments should be reviewed before negotiations (New England).   

● PPA negotiations between two countries are complicated when transmission lines cross a third 

jurisdiction (New England).  

● PPAs tend to be negotiated incrementally: successful agreements yield trust between trading 

partners to sign further, longer-term agreements (New York Region, Ontario).  

● Establishing clear goals prior to negotiations is paramount, due to the multiple reasons behind PPAs 

(decreasing GHG emissions, electricity reliability, etc.). Ranking priorities facilitates evaluation 

(Ontario). 

● Exploring multiple export markets simultaneously increases bargaining power and can give the 

negotiator leverage (Newfoundland and Labrador).  

● Renewal clauses (Newfoundland and Labrador):  

○ Financial projections of prices, revenues and costs must be conducted up to the expiring 

date of the renewed contract.  

○ The formula should include as prerequisites: the cost of major capital replacements and 

repairs; escalation in operating cost; the loss of potential shielding from taxation.  

 

Economic 

● Long-term PPAs are a gateway to regional grid interconnections, building trust between countries 

and regions to eventually create spot markets (New York Region).  

● The terms and length of the PPA should be grounded in projections of domestic demand trends (to 

ensure the reliability of domestic supply) (Ontario).  

● Seasonal complementarity in energy demand is a key driver of long-term PPA negotiation, 

providing clear incentives to engage into longer-term contracts (Ontario). 

● Large generation project financing typically requires “take-or-pay” clauses; appropriate use is 

context dependent.  (Newfoundland and Labrador.) 

● “Quid-pro-quo” arrangements: low-price in return for financial protection and access to capital for 

the generator should be discouraged (Newfoundland and Labrador). 

● Relying on export partners for plant capacity modifications increases the risks associated with long-

term PPAs104 (Newfoundland and Labrador). 

● The longer the PPA, the harder for the generator to raise financing or sustain operational costs since 

it reduces the scope for profit (Newfoundland and Labrador).  

● Cost recovery calculations for infrastructure’s physical aging should span the whole length of the 

agreement (Newfoundland and Labrador). 

 

Governance 

● Careful community engagement is paramount to successful PPA agreements. Following 

international standards can help mitigate risks (New England). 

 
104 BC Hydro, “Revised Large Project EPA” Accessed Online: https://www.bchydro.com/content/dam/hydro 

/medialib/internet/documents/info/pdf/info_open_cft_large_project_epa_clean.pdf  

https://www.bchydro.com/content/dam/hydro%20/medialib/internet/documents/info/pdf/info_open_cft_large_project_epa_clean.pdf
https://www.bchydro.com/content/dam/hydro%20/medialib/internet/documents/info/pdf/info_open_cft_large_project_epa_clean.pdf
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● Long-term PPAs provide economic stability to encourage large scale infrastructure investments 

(New York Region, Ontario). 

● Transparency improves deal acceptability on both sides of the agreement  (Ontario). 

● Governance of the established agreement should use a surveillance panel, in charge of officially 

investigating complaints on signed agreements (Ontario).  

 

2.1.5. South America 

2.1.5.1. Case Study:  LATAM Region 

Latin America has emerged as one of the most dynamic regions for electricity sector development, with a 

focus on hydroelectricity generation. The region has one of the cleanest energy mixes in the world, given 

hydroelectricity dominance in Brazil and the Andean Zone. Expansion occurred rapidly, through vertically 

integrated state-owned utilities. The region is characterized by high demand growth rates (over 4-5% 

annually) and strong hydro generation (approximately 60% of total generation). It has benefitted from 

significant private investment and large regional and sub-regional integration. Recent trends have shown 

preference for nationalization of the energy sector (Venezuela in 2007, Bolivia in 2012). This poses a risk, 

as large suppliers like Brazil and Mexico annually produce 57% of the entire region’s electricity.  

 

Regional Integration  

Three regional trade zones have historically existed in the region. The Brazil-Southern Cone Zone, the 

Andean Zone (Colombia-Ecuador-Venezuela) and Mexico-Central America105. Since 2004, there has been 

a movement away from regional integration, as several countries opted to secure their needs internally, due 

to political conflicts or the devolution of trade negotiations.  

 

Proposals have been made for total regional integration. Colombia’s “Connecting the Americas 2022” 

proposal during the Summit of the Americas in 2012 sparked interest, but has since faced reluctance from 

neighbouring countries. The primary challenge is Latin America’s spectrum of regulatory models, from 

market-oriented models in Chile and El Salvador, to the vertically integrated and state-owned utilities in 

Costa Rica and Venezuela.  

 

Countries are concerned with giving up control over their regulatory agencies. Creation of an EU-style 

regulatory authority is perceived as a viable solution. However, it remains politically infeasible in the short 

or medium term106. After previous attempts to develop a market-oriented institutional framework, the 

region's energy sectors remained vulnerable to political priorities of subsequent administrations. 

Advocating for energy sector administrative/political independence allowed for longer-lasting policy 

implementation. For regions without a central regulatory body, coordinating prices, tariffs, and access was 

also seen as a first step in growing momentum for increased integration.  

 

Despite difficulties, important goals have been achieved. For example, transmission grid construction 

between Mexico and Central America, and Colombia and Panama, is a first step toward a Latin American 

electricity market. Further regional improvement needs include management of chronically high electricity 

transmission losses totalling nearly twice the global average (at 16.7%); and risks arising from high bilateral 

dependencies. On this latter point, Chile and Argentina are highly dependent on neighbours for energy 

production. The region exemplifies that energy-only markets can become plagued by price spikes, which 

discourages investment. To mitigate price spikes, Latin American regional markets have started to 

 
105 Roger Tissot, “Latin America's Energy Future” Inter-American Development Bank, December 2012. Accessed 

Online: https://publications.iadb.org/en/publication/11798/latin-americas-energy-future  
106 Ibid 

https://publications.iadb.org/en/publication/11798/latin-americas-energy-future
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incorporate incentives to combat cash flow volatility. They can also be considered as insurance for price 

spikes and volatility. These tools can be used in combination, and commonly take the form of:  

1. Capacity Payments (a common price is agreed upon) 

2. Capacity Obligations (a certain capacity is agreed upon) 

 

LATAM Case Study Transferable Lessons:  

● Creation of smaller regional zones to allow for trust and operational development. 

● Allowing administrative independence of the energy sector to mitigate politicization. 

● Harmonizing access, tariffs, and/or prices, is possible in the absence of a neutral regulator.  

● Without maintaining existing trade relationships, energy integration can deteriorate. 

 

2.2. Conclusions: Global Case Studies 

Legal: Preparing for Negotiations and Risk Mitigation 

Based on the case studies, preparation for negotiations by assessing counterparts’ and your own needs, 

aspirations and assumptions is of paramount importance. Understanding potential trading partners’ macro 

vision, while balancing domestic strategies and objectives is essential. Such preparations spillover to 

areas including tariff methodology, regional integration, and stakeholder management. Rigorous 

preparation and assessment bring a first-mover advantage, which means that the country in question 

asserts leadership in regional integration; it also allows for favourable terms in long-term PPA 

negotiations. 

 

Consistently across regions, poor risk allocation between trading partners has contributed to PPA failure 

or negative societal outcomes. Key legal clauses can be used to effectively allocate risks to the trading 

party most able to handle them. 

 

Long term PPAs have also served as a gateway for driving foreign direct investment. In most of the case 

studies examined, the establishment of successful long-term PPAs resulted in either additional 

infrastructure investments or in additional investment in other sectors, due to the energy sector GDP 

contribution. 

 

Economic: Export Tariffs 

Export tariffs methodologies vary widely across jurisdictions. Case studies show that cost recovery is the 

central goal of successful tariff methodologies. The cases also demonstrate that there are important trade-

offs between measures to increase revenue certainty and measures to allow for flexibility; the appropriate 

balance depends on the positions of the parties involved. Export tariffs in initial long term PPAs tend to 

be more straightforward and increase in complexity once trust between trading partners has been 

established. 

 

Governance: Regional Integration 

Global case studies highlight that transparent and sound governance practices are fundamental for 

negotiating sustainable long term PPAs. Independent institutions, independent oversight bodies, and 

transparent reporting are common themes which accompany contexts with successfully negotiated PPAs. 

The successes of industry privatization or attraction of foreign investment also hinges on transparent 

processes and strong institutions. While these measures are adaptable, they must also be contextually 
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tailored. The discussed institutional frameworks present tremendous opportunities for Tajikistan to 

augment current efforts in energy sector reforms. 
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3. Tajikistan: The Road to Long-Term PPAs in Central Asia 

Drawing on important lessons from the studied case studies, this section outlines the key legal, economic 

and governance considerations to be included in Tajikistan’s PPAs with Afghanistan, Pakistan and 

Uzbekistan: 

● Legal assessment: Details the most important clauses to be included in PPAs.  

● Economic considerations: Details tariff structures, identifies risks and mitigation measures, 

capacity commitments and seasonal complementarity.  

● Governance considerations: Details effective stakeholder management practices, mechanisms and 

frameworks to increase transparency and oversight. 

 

 

 

 

 

 

 

 

Figure 8: Hydroelectricity Network Infographic  

3.1. PPAs In Brief  

Tajikistan currently has short term annual 

export agreements with Afghanistan and 

Uzbekistan. The CASA-1000 project also 

served as a foundation for establishing 

some long-term agreements, such as the 15-

year PPA with Pakistan established in 2015. 

Figure 9 summarizes the structure and 

purpose of PPAs, as well as the risk 

management framework they provide. This 

understanding is fundamental to ensuring 

that these agreements are utilized to their 

maximum potential benefit. 107108109 

 

 

 

 

 
107 African Legal Support Facility “Understanding Power Purchasing Agreements,” November 2014. Accessed 

Online: http://go.usa.gov/FBzH. 
108 The World Bank, “Nurek Hydropower Rehabilitation Project Phase I”, Accessed July 3 2020, Accessed Online: 

https://projects.worldbank.org/en/projects-operations/project-detail/P150816?lang=es. 
109 Nazarali Pirnazarov and Olzhas Auyezov, "Tajikistan starts up first turbine in dam set to be world's tallest," 

Reuters, November 16 2018, Accessed Online: https://www.reuters.com/article/us-tajikistan-hydro-rogun/tajikistan-

starts-up-first-turbine-in-dam-set-to-be-worlds-tallest-idUSKCN1NL1VG. 

Figure 9: “What is a PPA?” Information 
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https://www.reuters.com/article/us-tajikistan-hydro-rogun/tajikistan-starts-up-first-turbine-in-dam-set-to-be-worlds-tallest-idUSKCN1NL1VG
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3.2. Negotiations Best Practices 

The following section outlines the importance of planning negotiations and the first steps Tajikistan should 

engage in. It is necessary to fully understand the components of the negotiations process to maximize the 

likelihood of a mutually beneficial outcome for all parties. This information provides a foundation for 

actioning the specific legal, economic and governance analysis and actions outlined in this report. 

 

 

 

 

Figure 10: Negotiations Process 

Preparation 

Given the intended long-term nature of PPAs, preparation is fundamental to ensuring that the agreement 

reached is collectively beneficial and that issues do not arise down the line. Hydro-Québec officials 

described preparation as establishing commercial interest110. A negotiation plan should be prepared 

outlining information including which country is a priority export partner. For each country, broad factors 

should initially be considered such as parallel negotiations or agreements relating to the CASA-1000, 

cotton, or aluminum trade. These factors may unlock negotiations and produce a better PPA for both parties. 

 

Case Study: Ethiopia (Section 2.1.1.2.), Strengthening Bargaining Positions (+) 

Bargaining power for negotiations can be strengthened through increasing the numbers of 

interconnections, storage capabilities, or the number of trading partners engaged for possible bilateral 

agreements. An interconnected regional system would resolve surplus deficit imbalances, solving 

seasonal variability and surges in demand, similar to the regional connectivity sought after in Ethiopia. 

The management of Tajikistan’s interconnections is vital to ensure that the additional hydroelectric 

capacity can be monetized through exports. Ethiopia identified that without interconnectors in place, 

surplus hydroelectricity is redundant. Tajikistan’s surplus is similarly being exposed, without the 

development of storage capabilities alongside the dam construction and regeneration.  

 

Based on the Harvard negotiations framework, draft negotiation plans have been created for each country 

(Appendix F: Negotiations Plans)111. They are not comprehensive but serve as a useful tool to ensure that 

important questions are asked, assumptions validated, and considerations are made prior to negotiations. 

The key components are outlined below: 

 

Issues: the individual issues of concern for each country based on domestic priorities and energy needs, 

broken out by: 

1. Positions: Preferred outcome of what each party is looking for. 

2. Interests: The underlying needs, concerns, fears, motivations i.e. the “why” to support the position. 

3. Walk Away: Lowest terms that can be accepted before a non-agreement. 
 

 
110 Informational Interview, Hydro-Quebec, Negotiations Team and External Relations, May 12, 2020.  
111 Roger Fisher and William Ury “Getting to Yes: Negotiating Agreement Without Giving In,” 2011, Third Edition, 

Revised ed. New York, New York: Penguin Books.  
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BATNA: Best Alternative to a Negotiated Agreement fuels bargaining power. The goal here is to identify 

the best alternative that could materialize if no agreement is reached. Tajikistan’s BATNA can be 

strengthened by exploring alternatives to the PPAs, starting parallel negotiations in all three markets 

simultaneously if there is capacity to do so. There is also an opportunity to weaken counterparts’ BATNA 

(i.e. making their BATNA less attractive) by influencing public opinion or the main stakeholders. 

WATNA: Worst Alternative to a Negotiated Agreement. The goal is to identify the worst alternative if 

no agreement is reached. This is always important to keep in mind when negotiating, as it may influence 

the parties’ walk away if there are high chances that their WATNA materializes.  

Multiple Solutions for Mutual Gains: Viable potential offers which can be made to start better 

understanding the other parties’ interests and priorities. 

Zone of Possible Agreement “ZOPA”: This identifies the area based on the priorities of both parties 

where an agreement may be reached. 

Objective Criteria: Justification of the offer which is being put on the table. For example, by referring 

to specific examples of best practice, as have been provided in this report. The physical sharing of the 

objective criteria supporting the offer will facilitate the process by building trust. 

  

Creating Value 

An often-overlooked component of the process is information sharing, which is enhanced by transparency 

of participating groups. It is important to clarify all assumptions and ask open-ended questions before 

starting to put offers on the table; this is vital for identifying key areas of possible collaboration and potential 

disagreement. Details are important, and it may become necessary to share some prospective offers to 

validate assumptions and unlock untapped value (linked to the multiple solutions for mutual gains, in 

Appendix F). 

 

Claiming Value 

After creating value, it can be 

claimed by the negotiating 

parties. To do so, framing offers 

positively, emphasizing what the 

counterparty is gaining as 

opposed to giving up can help. 

Avoiding unilateral concessions 

to gain agreement, instead 

utilizing contingencies, 

reciprocity or concessions in 

instalments is also a best 

practice. Finally, making 

commitments slowly, 

prioritizing transparency 

throughout and ensuring that all 

issues are on the table and being 

discussed are all key factors for 

success.     

 Figure 11: Tajikistan’s Negotiations, Agreement Potential 
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Negotiating Styles 

Given that negotiations take place behind closed doors, there is limited information available regarding 

Afghanistan and Uzbekistan’s styles. However, research indicates that Pakistani negotiators commonly 

utilize an accommodating negotiation style, followed by compromising or collaborating112. This indicates 

a tendency to forego their own interests rather than aiming to create value and ensure a beneficial outcome 

for both parties. Tajikistan should utilize the opportunity to push ‘value creation’, which would strengthen 

relations with Pakistan and increase the likelihood of a long-term agreement, positioning themselves as a 

strong ally by demonstrating willingness to cooperate. 

 

Practicalities 

Gaining clarity of what the counterpart can commit to is fundamental, including authority to agree, as that 

will ultimately influence what you are willing to ‘put on the table.’ It is critical to the enforceability of the 

PPA and for the relationship of the counterparties that full approval is obtained by relevant ministerial 

authorities113. 

  

Memorandums of understanding may best position Tajikistan’s negotiation processes. The basis for such 

preliminary commitments is already present, with demand for increased energy supply in all countries, 

hopes for regional integration and improved energy and water security. Multiple MoUs would strengthen 

Tajikistan’s position in each individual bilateral negotiation if public intentions are expressed to confirm 

agreements with other countries. 

 

Case Study: SAPP, Mozambique (Section 2.1.1.3.), Export Negotiations (+) 

Mozambique was forced into accepting very unfavourable export tariffs in agreements with South Africa 

in 1969, and again in 1988. The case of Mozambique highlights the importance of commencing 

simultaneous long-term PPA negotiations so as to reduce dependence on one individual export partner. 

 

South African Eskom was the sole purchaser of Cahora Bassa’s hydroelectricity. The low cost was also 

a consequence of the alternative investment which Eskom was forced to undertake as a result of 

transmission line sabotage causing the original PPA to be suspended under Force majeure clauses. In 

addition to strong bargaining power of the counterparty leading to low costs, the constraints on 

Mozambique’s energy producer were worsened by the fact that the tariff was fixed in nominal rather than 

real currency terms, which later contributed to significant financial constraints on the part of the 

generating entity. The failure to include automatic tariff adjustments in the PPA coupled with the 

necessity of tariff changes being negotiated through the government, also contributed to problems114.  

 

Case Study: EU/Switzerland (Section 2.1.3.1.), Risk of Stalled/Ballooning Negotiations (-) 

Long-running negotiations can have a significant impact on domestic economies, negotiation scope, 

and overall regional tensions. With high generation and export capacity, but a relatively weaker 

 
112 Bilal A. Abbasi, Ambreen Gul, Aslan Amat Senin, “Negotiation Styles: A Comparative Study of Pakistani and 

Chinese Officials Working in Neelum–Jhelum Hydroelectric Project (NJHEP),” Journal of Creating Value, 4:1 

(2017): 110-122, Accessed Online: https://journals.sagepub.com/doi/full/10.1177/2394964316684239  
113  African Legal Support Facility “Understanding Power Purchasing Agreements,” November 2014. P.28. Accessed 

Online: http://go.usa.gov/FBzH  
114 Economic Consulting Associates, "The Potential of Regional Power Integration: Cahora Bassa, Generation Case 

Study," World Bank Database, August 2009, P.24. Accessed Online:  http://documents.worldbank.org/curated/en/ 

151711468320 667853/pdf/773070v30ESMAP0ora0Bassa0Generation.pdf 

https://journals.sagepub.com/doi/full/10.1177/2394964316684239
http://go.usa.gov/FBzH
http://documents.worldbank.org/curated/en/%20151711468320%20667853/pdf/773070v30ESMAP0ora0Bassa0Generation.pdf
http://documents.worldbank.org/curated/en/%20151711468320%20667853/pdf/773070v30ESMAP0ora0Bassa0Generation.pdf
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negotiation position, Switzerland has opted to draw out current negotiations with the EU, which has 

impacted electricity prices in the country. Negotiations have also ballooned to include many larger 

considerations, which is further stalling the process. 

 

Based on the instability and economic status in Afghanistan and Pakistan, Uzbekistan is currently the most 

promising option for Tajikistan to broker a long-term PPA. A PPA with Pakistan should carefully allocate 

responsibility for transmission line maintenance and security, as lines run through Afghanistan. 

 

During the negotiations, both parties should engage legal counsel, engineers and financial consultants115. 

As Tajikistan renegotiates export agreements with Uzbekistan and Afghanistan annually, there are likely 

numerous officials who have existing knowledge, expertise, and relationships with counterparts in the target 

export markets. However, introducing additional individuals into the negotiations team for PPAs would 

ensure that the terms and factors under consideration are broadened. Otherwise, familiarity may limit 

potential agreement offerings. Similarly, if negotiations stagnate, then appointing an expert mediator would 

be a worthwhile investment; the first step being to nominate a neutral individual by agreement. 

 

3.3. Legal Assessments   

This section details the key legal risks to be mitigated in a PPA. To ensure each risk is allocated to the 

trading partner best equipped to manage it, it is advisable for Tajikistan to prepare a risk allocation matrix 

before engaging in negotiation. A summary of the risks to be allocated, the necessary legal clauses and a 

suggested allocation is presented below, ahead of detailed analysis on each legal clause. 

 

 

Risk Category Risks/Obligation Contractual Responsibility 

 Tajikistan Import Partner 

Basic Contractual 

Obligations 

  

  

Renewal Clauses X   

Schedule of Delivery X   

Failure of Buyer to Accept Delivery   X 

Financial 

  

  

Invoicing X   

Energy Payment, Capacity Charge 

Payment 

  X 

Metering (to ensure accurate billing) X   

Seller Compliance 

Obligations 

Good Utility Practice 

Maintenance 

Insurance 

Compliance Reporting 

X   

Management Changes in Control & Assignment X   

 
115 African Legal Support Facility, “Understanding Power Purchasing Agreements,” November 2014 P.27. Accessed 

Online: http://go.usa.gov/FBzH  

http://go.usa.gov/FBzH
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Breaches and Remedies 

  

  

Payment Default   X 

Termination Payment (non-Force 

majeure)  

  X 

Dispute Settlement X   

Political Risk Force majeure X   

Market Risk Pricing and Domestic Capacity 

Development 

  X 

Credit Risk 

  

Guarantees X   

Escrow Accounts X   

Generation + 

Transmission 

Operations 

  

  

  

Power Capacity Availability X   

Output Quality Specifications X   

Transmission line availability (X)   

Interconnection Risks   X 

 

   High Importance/Risk 

   Medium Importance/Risk 

   Low Importance/Risk 

   Other Party’s Responsibility 

 

Figure 12: Legal Obligations Risk Matrix  

 

3.3.1. PPAs: Clauses for Consideration 

3.3.1.1. Length of Contract 

‘Bankability’ refers to a project’s attractiveness to lenders. PPAs attract additional project financing if they 

are perceived as well structured, financially viable and giving rise to firm cash flows. They are commonly 

signed after the procurement process for new projects (such as IPP constructions), but even if they arise 

after construction, they will still serve to attract private investment116 since they address pricing and demand 

uncertainties, alleviating perceived risks for private investors117.  

 

PPAs provide reassurance that debts will be recoverable; if an agreement is unlikely to last the length of 

standard commercial loans, then it should at least be long enough to facilitate debt refinancing for an 

organization118. 

  

 
116 African Legal Support Facility “Understanding Power Purchasing Agreements,” November 2014. P. 23. Accessed 

Online:  http://go.usa.gov/FBzH 
117 Ibid P.35 
118 Ibid P.36 

file:///C:/Users/creboul/Library/Containers/com.apple.mail/Data/Library/Mail%20Downloads/8EA8BF45-EDB0-47B3-9117-2197663EC338/
http://go.usa.gov/FBzH
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Whilst agreement length is possibly the most significant component for attracting private investors, other 

factors such as the counterpart’s creditworthiness or payment frequency are also important. Bankable PPAs 

are regarded as ideal in developing markets119. 

 

Case Study: Hydro-Québec (Section 2.1.4.1.), Contract Length (+) 

Long-term PPAs with wholesale producers in the United States and other Canadian provinces were 

pivotal in providing the necessary stability and risk-mitigation mechanisms to allow for massive 

infrastructure investments.  

  

Most recently, Hydro-Québec built additional capacity with the hope of selling power to the North 

Eastern part of the United States, assuming spot market prices would remain high enough to be profitable 

and cover the large investments made. However, as energy prices severely decreased, Hydro-Québec 

instead started negotiations to supply Massachusetts with clean, renewable energy via a PPA, in order to 

secure the necessary revenues. 

  

Despite the stable revenues, without flexibility in commercial terms, PPAs can also impede the 

development and maturation of the energy sector. In the case of the PPA between HQ and 

Newfoundland’s utility CFLCo, the rigid, 40-year, low-price energy contract stunted the export potential 

of Newfoundland by restricting potential revenues120. 

 

3.3.1.2. Renewal Clauses 

Renewal or extension rights beyond the initial term is important in long-term PPAs. Renewal clauses should 

always be directly negotiated due to their significant implications and risks. Conditions and processes for 

renewal or extension should be carefully outlined.  

  

There are important legal distinctions between renewal and extension rights. Right of extension extends the 

contractual terms of the existing agreement with no modifications. Renewal rights provide for a new 

agreement by revisiting the expiring contract or by detailing the process for creating a new contract. These 

provisions typically stipulate who can trigger the clause for renewal or extension. These clauses often lead 

to disputes121. 

 

Case Study: HQ and Newfoundland (Section 2.1.4.1.), Renewal Clauses (-) 

The HQ-CFLCo PPA received considerable attention for its controversial automatic renewal clause. The 

initial 40-year agreement set a very low price for the Newfoundland generator and included an automatic 

renewal clause that took effect in 2016 for an additional 25 years, at the same rate. The difference between 

the revenue CFLCo receives from HQ and the wholesale value of its electricity represents billions of 

dollars per year122. The average export price for HQ hydroelectricity has tripled from 1995 to 2003, since 

declining from its peak, following spot market prices123. Since the mid-1970s, Newfoundland has 

 
119 Ibid P.35 
120 Interview with Louis Vézina, Hydro-Québec, March 2020. 
121 Government of Quebec, “Expert Opinion Presented to the Minister of Natural Resources, Wildlife, and Parks”. 

Access Online: https://mern.gouv.qc.ca/english/publications/energy/strategy-fortin.pdf 

https://marcomm.mccarthy.ca/pubs/Common_Law_Treatment_of_Renewal_Rights_in_Commercial_Agrements___

A_Special_Look_at_Franchises__Distributorships_and_the_Duty_of_Good_Faith.pdf  
122 Feehan, James P., Melvin Baker, “The Churchill Falls Contract, and Why Newfoundlanders Can’t Get Over It” 

September 1, 2010. Accessed Online: https://policyoptions.irpp.org/magazines/making-parliament-work/the -

churchill-falls-contract-and-why-newfoundlanders-cant-get-over-it/ 
123 Ibid 

https://mern.gouv.qc.ca/english/publications/energy/strategy-fortin.pdf
https://marcomm.mccarthy.ca/pubs/Common_Law_Treatment_of_Renewal_Rights_in_Commercial_Agrements___A_Special_Look_at_Franchises__Distributorships_and_the_Duty_of_Good_Faith.pdf
https://marcomm.mccarthy.ca/pubs/Common_Law_Treatment_of_Renewal_Rights_in_Commercial_Agrements___A_Special_Look_at_Franchises__Distributorships_and_the_Duty_of_Good_Faith.pdf
https://policyoptions.irpp.org/magazines/making-parliament-work/the-churchill-falls-contract-and-why-newfoundlanders-cant-get-over-it/
https://policyoptions.irpp.org/magazines/making-parliament-work/the-churchill-falls-contract-and-why-newfoundlanders-cant-get-over-it/
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unsuccessfully challenged the contract. The Supreme Court of Canada ruled twice against the 

Newfoundland Government when it tried to regain access to a larger portion of the energy to be sold to 

HQ and when it tried to nullify the contract. The renewal clause has had a negative impact on the 

hydroelectricity sector in Newfoundland.  

 

3.3.1.3. Clauses Relating to Delivery of Products 

● Schedule and Delivery: The PPA should include a detailed schedule of when and how the agreed-

upon quantities of electricity should be delivered by the seller to the buyer.  

● Failure of Seller to Deliver Product: The PPA details the monetary compensation (liquidated 

damages) the seller must pay in the event of a failure to satisfy specific obligations. An amount 

tends to be stipulated as damages are hard to measure.  

● Failure of Buyer to Accept Delivery of Product: If the buyer fails to accept the product, they pay 

the seller an agreed amount. 

 

3.3.1.4. Invoicing, Payments and Metering 

Invoices, typically stipulated to be issued on a monthly basis to allow for regular recoupment of revenues, 

should include indications of capacity payment, energy payment, any penalties and supplemental payments 

(as required). The accurate and transparent measurement of energy use is fundamental to the trust of both 

parties and the effective operation of the PPA. Additional terms around metering usually include 

inspections, regulatory oversight and reporting of measurements124. A transparent and certified testing 

regime should be put in place to confirm the level of contracted capacity and reliability.  

 

Existing agreements with Uzbekistan and Afghanistan are denominated in USD. Future PPAs should 

carefully outline payment currencies, with designated accounts and any required use of security houses or 

escrow accounts (outlined below, to manage credit risks). 

 

Terms regarding disputed amounts as well as penalties for late payment of invoices should be included. 

This should be aligned with the PPA’s dispute settlement mechanism. 

 

3.3.1.5. Timing Stipulations125 

The PPA should detail the delivery start date following the completion of all regulatory approvals. It also 

should mention the time for submission and payment of invoices, the cure periods for various breaches, the 

time to serve termination notices, as well as the dispute resolution time frames. Breaching these time 

commitments may result in penalties. 

3.3.1.6. Clauses Relating to Seller Compliance Obligations 

Utility Requirements: “Good Utility Practice” & Maintenance 

The practices, rules, procedures and standards relating to the seller’s infrastructure operation obligations 

should be specified. Proof of the seller’s compliance is often required. The seller commits to maintaining 

operations in line with the Good Utility Practice details. The PPA must also include schedules of planned 

outages and maintenance outages, grip operations and maintenance as well as processes for emergencies. 

 
124 African Legal Support Facility “Understanding Power Purchasing Agreements,” November 2014. P.70. Accessed 

Online: http://go.usa.gov/FBzH 
125 African Legal Support Facility “Understanding Power Purchasing Agreements,” November 2014. P.34. Accessed 

Online: http://go.usa.gov/FBzH 

file:///C:/Users/User/Desktop/
http://go.usa.gov/FBzH
http://go.usa.gov/FBzH
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The PPA must also include a methodology to maintain a transparent record of operations126. The cost-

reflective tariff methodology (relevant for export tariffs as well as domestic tariffs) presents a risk if 

maintenance expenditure is not accurately incorporated.  

 

Case Study: HQ and Massachusetts (Section 2.1.4.1.), Maintenance (+) 

Hydro-Québec must provide the buyers a schedule of the planned maintenance for the following 

calendar year. The PPA also details months when the buyer cannot schedule maintenance outages127.  

 

Integration of international sustainability standards into PPAs is a growing trend. Introducing clauses 

relating to sustainability metrics or the use of monitoring tools similar to that created by the International 

Hydropower Association (IHA) may serve to better delineate responsibilities over infrastructure 

maintenance and ensure that assets do not degrade beyond a certain level, in violation of standards which 

may jeopardize electricity exports. Whilst negotiations are ongoing with counterpart countries in Tajikistan, 

it may be worthwhile to involve stakeholders such as the IHA, as they are currently developing a 

sustainability signalling mechanism, which could hold counterparts accountable, and attract private 

investment. 

 

Compliance Reporting 

The PPA stipulates conditions under which the seller must report agreement compliance. The seller must 

be ready to provide information to the buyer within the specified time.  

 

Insurance 

The seller must always be insured and provide a certificate of insurance to the buyer. 

  

3.3.1.7. Changes in Control, Assignment & Amendments 

Where energy sectors are still under development, changes in control are likely as a result of privatization 

or creation of new state-owned entities. Defining control and change is pertinent (typically determined by 

shareholder ownership and substantive considerations)128. The PPA must address the impact on tariffs in 

the event of a change in law in one of the contracting countries129.  

 

Assignment 

The PPA should allow agreement assignment in specific circumstances such as producer default where 

there is private financing of the production plant. In Tajikistan’s case, this should be carefully constructed 

to allow for partial privatization and improvement of hydroelectric dams in the future. Step-in rights would 

then be made in a separate agreement directly between the lender and the counterpart purchaser under the 

PPA. 

  

 
126 World Bank Public Private Partnership Resource Centre. “Power Purchasing Agreements”. Accessed Online: 

https://ppp.worldbank.org/public-private-partnership/sector/energy/energy-power-agreements/power-purchase-

agreements  
127 Massachusetts Clean Energy, Accessed Online: https://macleanenergy.com/83d/83d-documents/  
128 African Legal Support Facility “Understanding Power Purchasing Agreements,” November 2014. P. 119. 

Accessed Online: http://go.usa.gov/FBzH  
129 World Bank Public Private Partnership Resource Centre. “Power Purchasing Agreements”. Accessed Online: 

https://ppp.worldbank.org/public-private-partnership/sector/energy/energy-power-agreements/power-purchase-

agreements  

https://ppp.worldbank.org/public-private-partnership/sector/energy/energy-power-agreements/power-purchase-agreements
https://ppp.worldbank.org/public-private-partnership/sector/energy/energy-power-agreements/power-purchase-agreements
https://macleanenergy.com/83d/83d-documents/
file:///C:/Users/creboul/Library/Containers/com.apple.mail/Data/Library/Mail%20Downloads/8EA8BF45-EDB0-47B3-9117-2197663EC338/
http://go.usa.gov/FBzH
https://ppp.worldbank.org/public-private-partnership/sector/energy/energy-power-agreements/power-purchase-agreements
https://ppp.worldbank.org/public-private-partnership/sector/energy/energy-power-agreements/power-purchase-agreements
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3.3.1.8. Confidentiality Clauses 

Confidentiality clauses feature in many contracts. In the interests of transparency, it is worthwhile making 

publication the default, with the exclusion of specific clauses or terms. Hydro-Québec discloses some 

current contracts online with the price sometimes retracted130. 

3.3.1.9. Clauses for Breaches and Remedies 

Clauses for Breaches and Remedies 

The PPA stipulates what events represent an Event of Default and the ensuing remedies. An Event of 

Default can include a delivery failure of more than X number of days, a bankruptcy filing, or the failure to 

maintain credit support. The defaulting party has a certain number of days to rectify the situation before the 

contract is determined to be breached. 

  

If the defaulting party fails to remediate the situation, then the non-defaulting party has the right to suspend 

performance of service or payment, or terminate the agreement. If the latter, the terminating party often 

receives a termination payment. Since damages and losses are typically hard to measure, termination 

payments tend to be specified in the PPA.  

 

3.3.1.10. Termination Clauses 

Occurrences triggering the agreement's termination should be stipulated in the PPA. For example, when 

PPAs are between private companies, government expropriation commonly triggers termination131. 

Termination clauses detail what happens to generation assets, employees and sometimes calculate buyout 

price for the generation infrastructure132.  

 

Termination payment terms are fundamental for managing credit risks, particularly where parties are 

resistant to including clauses for liquidated damages in the event of transmission failures or other contract 

breaches. The associated credit assurance for the termination payment is fundamental to the clauses’ utility 

(3.3.1.13. Credit Risk Clauses). The payment amount will depend on the length of the contract. In contexts 

such as Tajikistan’s, where there are limited options to trade surplus electricity with an alternative partner, 

the amount is commonly calculated as the value of future cash flows (or in the event of an exporter default, 

the value of substitute purchases for the buyer), discounted to present value. This valuation becomes 

increasingly difficult as an agreement term lengthens, but also with parties’ economic instability. A 

secondary issue is that the amounts are significant and therefore are difficult to provide adequate assurance 

for; commonly financial institutions step in to provide guarantees (3.3.1.13. Credit Risk Clauses). 

Termination payments are fundamental, and should be explicitly outlined in the original PPA, rather than 

as a need arises. 

 

3.3.1.11. Political Risk & Force Majeure Clauses 

Force majeure clauses act are safeguards should events beyond the control of the parties occur and which 

inhibit the fulfilment of obligations under the agreement133. The clauses generally free parties from 

 
130 Hydro Quebec, “Electricity supply contracts in force,” Accessed June 2 2020, Accessed Online:  

http://www.hydroquebec.com/electricity-purchases-quebec/electricity-contracts.html  
131 African Legal Support Facility “Understanding Power Purchasing Agreements,” November 2014. P.121. 

Accessed Online: http://go.usa.gov/FBzH 
132 World Bank Public Private Partnership Resource Centre. “Power Purchasing Agreements”. Accessed Online: 

https://ppp.worldbank.org/public-private-partnership/sector/energy/energy-power-agreements/power-purchase-

agreements  
133 World Bank Public Private Partnership Resource Centre. “Force Majeure Checklist”. Accessed Online: 

https://ppp.worldbank.org/public-private-partnership/ppp-overview/practical-tools/checklists-and-risk-

matrices/force-majeure-checklist 

http://www.hydroquebec.com/electricity-purchases-quebec/electricity-contracts.html
file:///C:/Users/creboul/Library/Containers/com.apple.mail/Data/Library/Mail%20Downloads/8EA8BF45-EDB0-47B3-9117-2197663EC338/
http://go.usa.gov/FBzH
https://ppp.worldbank.org/public-private-partnership/sector/energy/energy-power-agreements/power-purchase-agreementsn
https://ppp.worldbank.org/public-private-partnership/sector/energy/energy-power-agreements/power-purchase-agreementsn
https://ppp.worldbank.org/public-private-partnership/ppp-overview/practical-tools/checklists-and-risk-matrices/force-majeure-checklist
https://ppp.worldbank.org/public-private-partnership/ppp-overview/practical-tools/checklists-and-risk-matrices/force-majeure-checklist


46 

 

liabilities and help avoid contract breaches, uncertainties and delays. There is no standard draft of these 

clauses, as they are context specific.  

  

Case Study: HQ and Massachusetts (Section 2.1.4.1.), Force Majeure (+) 

This PPA stipulates that the delivery terms start date and other important contract requirements can be 

delayed or extended for the duration of a Force majeure event but should in no circumstances exceed 

12 months134. 

 

Case Study: Lao PDR- Xayaburi PPA (Section 2.1.2.1.), Force Majeure (-) 

The Government of Lao PDR was disadvantaged in the occurrence of any Lao PDR political Force 

majeure event. In this PPA, the Force majeure triggers include a change in law by the Government. If a 

change in law results in the generator (IPP) being unable to fulfill the financial obligation, the 

Government of Lao PDR bears the entire cost of default triggered by the Force majeure135. This includes 

the payment for termination and any damages incurred. This presents a vital lesson in structuring Force 

majeure clauses with precision, as well as carefully selecting the breaches which give rise to defaults. It 

is imperative to assess these clauses comprehensively and not in silos.   

 

3.3.1.12. Market Risk Clauses 

Market risk for the seller is the risk of losses as a result of electricity market prices increasing, while the 

seller is locked into a lower price in a PPA. For a buyer, the market risk is that the market price of electricity 

will fall whilst it is tied into a higher price in a PPA. Market risks are generally carried by the electricity 

purchaser; a capacity charge in the tariff structure allows for this136.  

 

3.3.1.13. Credit Risk Clauses 

Credit risk mitigation clauses are fundamental in PPAs. Any damage provision, termination payment, 

breach repercussions or allocation of financial responsibility will be undermined without the adequate credit 

safety mechanisms in place. 

 

Guarantees 

State-owned entities committing to a PPA sometimes provide a sovereign guarantee, which is a 

commitment from the state to meet any payments under the agreement137. The utility of this should be 

assessed in light of the country’s credit rating. Before requesting such guarantees, Tajikistan should 

carefully assess the strength of mitigation that a sovereign guarantee would provide in the case of each 

potential counterpart. If sovereign guarantees will not carry much weight, alternative guarantees can be 

obtained, including insurance policies or guarantees from organizations such as the World Bank, the AfDB 

or the OPIC138. 

 

 

 

 
134 Massachusetts Clean Energy, Accessed Online: https://macleanenergy.com/83d/83d-documents/   
135 Ashwini Chitnis. “The Xayaburi Power Purchase Agreement- An Independent Review”. International Rivers. 

2013. P. 8. Accessed Via Proquest.   
136 African Legal Support Facility “Understanding Power Purchasing Agreements,” November 2014. P.100. 

Accessed Online:. http://go.usa.gov/FBzH 
137 African Legal Support Facility “Understanding Power Purchasing Agreements,” November 2014. P.74. Accessed 

Online: http://go.usa.gov/FBzH 
138 Ibid 

https://macleanenergy.com/83d/83d-documents/
file:///C:/Users/User/Desktop/
http://go.usa.gov/FBzH
file:///C:/Users/User/Desktop/
http://go.usa.gov/FBzH
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Escrow Accounts 

Escrow accounts provide default risk mitigation, by requiring an amount to be deposited as a security for 

the provider. Tajikistan has recently started utilizing escrow accounts with development partners; this 

should be adopted as a default norm across entities and trading partners to manage credit risks. 

 

3.3.1.14. Legal Framework Risk Clauses 

In a bilateral international PPA, the operational jurisdiction will need to be designated. This does not remove 

the risk of exposure to changes in contractual laws or regulations, but is a necessary clarification. 

3.3.1.15. Transmission and Interconnection Risks Clauses 

The PPA should indicate which party bears connection risks, such as attaching new transmission lines or 

substations. A risk assessment should be carried out, over the likelihood of this occurring and the 

complexity (for example due to terrain or population density). In Tajikistan’s case, transmission lines to 

Pakistan run through Afghanistan. Maintenance and security responsibilities should be delineated with 

dispute settlement mechanisms included.  

 

3.3.2. Certification and Disclosure 

3.3.2.1. Independent Engineer’s Certification 

Oversight and regulatory requirements often include a certification stating that the generation facility and 

infrastructure in place can deliver the agreed upon amount of electricity. 

3.3.2.2. Audit 

The PPA typically stipulates the right of both seller and buyer to audit the other party's records to the extent 

that it is reasonable to verify the accuracy of any statement. The party looking to audit should provide 

reasonable advance notice. The seller must typically provide the buyer financial information and statements. 

  

3.3.3. Dispute Settlement Mechanisms 

Over long-term PPAs disputes are inevitable, and it is in both parties’ interests to resolve issues as quickly 

and smoothly as possible139. Conflict resolution mechanisms should be detailed in the PPA. Examples of 

successful dispute settlement mechanisms are provided below: 

 

Case Study: HQ and Massachusetts (Section 2.1.4.1.), Dispute Settlement (+) 

In the HQ-Massachusetts PPA, dispute mechanisms include consultation between parties. If the dispute 

has not been resolved within 15 days, the dispute may be settled in the courts of the Commonwealth of 

Massachusetts or the FERC’s Dispute Resolution Service. The PPA also details the allocation of dispute 

costs and the consent to jurisdiction. 

 

Case Study: Laos PDR NT2 PPA (Section 2.1.2.1.), Dispute Settlement (+) 

The NT2 project’s dispute settlement mechanism is similar to that adopted in the 2015 CASA-1000 

Tajikistan-Pakistan PPA. However, NT2 is currently operated by a private sector entity, so there are 

 
139 African Legal Support Facility “Understanding Power Purchasing Agreements,” November 2014. P.133. 

Accessed Online: http://go.usa.gov/FBzH 

file:///C:/Users/User/Desktop/
http://go.usa.gov/FBzH
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additional components that could prove useful for Tajikistan's future PPAs. The NT2 provisions 

encompass three avenues for resolution140: 

1. A standing committee of two representatives from each party will consider billing and payment 

disputes, and an attempt will be made to resolve the matter. 

2. If the matter remains unresolved, it is referred to a panel of three experts, whose decision is final 

and binding. 

3. If referral is not required, agreed to, or if the experts fail to determine the dispute within the time 

period, it is referred to arbitration in Singapore under the UNCITRAL arbitration rules. 

The use of a three-person expert panel promotes transparency, increases independence and allows for a 

more credible evaluation. The UNCITRAL arbitration rules141, allow for flexibility in application 

covering disputes between private commercial parties where no arbitral institution is involved, investor-

state disputes, state-to-state disputes and commercial disputes administered by arbitral institutions142. 

This could be particularly useful for the Tajikistan context as they first embark on state-to-state 

agreements but have the vision to privatize at a later time.  

 

Case Study: Ethiopia (Section 2.1.1.2.), Dispute Settlement (+) 

Ethiopia is experiencing ongoing disputes with Egypt and Sudan concerning the filling of the Grand 

Ethiopia Renaissance Dam (GERD). The dispute stems from Egypt’s concerns relating to water scarcity. 

The United Nations is now involved, with some member states calling for international mediation143. 

Whilst mediation mechanisms are a missing component of the power pool network, consultants involved 

in the project have also called for data transparency: if Egypt was able to calculate the flow of water 

through access to electricity production it would alleviate monitoring concerns144. Ethiopia’s negative 

experiences in managing this dispute with neighbouring Nile River countries carry vital lessons for 

Tajikistan in both dispute settlement and water management with Uzbekistan. In December 2018 it was 

reported that Uzbek President Shavkat Mirziyoyev was prepared to cooperate over Tajikistan’s Rogun 

HPP recovery plans despite two decades of resistance on the basis of the threats it brings to the irrigation 

systems in Uzbekistan, but this issue will undoubtedly arise in hydroelectricity negotiations as 

Uzbekistan’s water management may be perceived as under threat145. 

 

Case Study: Xayaburi PPA (Section 2.1.2.1.), Dispute Settlement (-) 

The PPA’s dispute resolution clauses favour the Thai side. Thai law is the governing law under the PPA, 

dispute resolution is held in Bangkok, in Thai language and as per Thai arbitration rules and laws146. 

 
140 Economic Consulting Associates. “The Potential of Regional Power Sector Integration”. World Bank Database. P. 

41. Accessed Online: http://documents.worldbank.org/curated/en/220121468181778783/pdf/773070v700ESM 

A0m0The un020Generation.pdf  
141 Ibid P.41 
142 United Nations Commission on International Trade Law “UNCITRAL Arbitration Rules”. Accessed Online: 

https://uncitral.un.org/en/texts/arbitration/contractualtexts/arbitration#:~:text=The%20UNCITRAL%20Arbitration%

20Rules%20were,and%20commercial%20disputes%20administered%20by 
143 Masr, Mada, “Egypt, Sudan reject Ethiopian offer for transitional agreement on mega-dam to allow initial filling 

in summer” Accessed Online: https://madamasr.com/en/2020/04/27/news/u/egypt-sudan-reject-ethiopian-offer-for-

transitional-agreement-on-mega-dam-to-allow-initial-filling-in-summer/  
144 Masr, Mada, “Sources: US-proposed GERD deal sets Ethiopia water release at 37 bcm, major disputes remain”. 

February 17 2020. Accessed Online: https://madamasr.com/en/2020/02/17/feature/politics/sources-us-proposed-gerd-

deal-sets-ethiopia-water-release-at-37-bcm-major-disputes-remain/  
145 Oxford Analytica Daily Brief, “Tajik dam may alter energy map -- but not yet”. December 18, 2018. Accessed 

Online: https://dailybrief.oxan.com/Analysis/GA240659/Tajik-dam-may-alter-energy-map----but-not-yet  
146 Ashwini Chitnis. “The Xayaburi Power Purchase Agreement- An Independent Review”. International Rivers 

2013. P. 2. Accessed Via Proquest.   

http://documents.worldbank.org/curated/en/220121468181778783/pdf/773070v700ESM%20A0m0The%20un020Generation.pdf
http://documents.worldbank.org/curated/en/220121468181778783/pdf/773070v700ESM%20A0m0The%20un020Generation.pdf
https://uncitral.un.org/en/texts/arbitration/contractualtexts/arbitration#:~:text=The%20UNCITRAL%20Arbitration%20Rules%20were,and%20commercial%20disputes%20administered%20by
https://uncitral.un.org/en/texts/arbitration/contractualtexts/arbitration#:~:text=The%20UNCITRAL%20Arbitration%20Rules%20were,and%20commercial%20disputes%20administered%20by
https://madamasr.com/en/2020/04/27/news/u/egypt-sudan-reject-ethiopian-offer-for-transitional-agreement-on-mega-dam-to-allow-initial-filling-in-summer/
https://madamasr.com/en/2020/04/27/news/u/egypt-sudan-reject-ethiopian-offer-for-transitional-agreement-on-mega-dam-to-allow-initial-filling-in-summer/
https://madamasr.com/en/2020/02/17/feature/politics/sources-us-proposed-gerd-deal-sets-ethiopia-water-release-at-37-bcm-major-disputes-remain/
https://madamasr.com/en/2020/02/17/feature/politics/sources-us-proposed-gerd-deal-sets-ethiopia-water-release-at-37-bcm-major-disputes-remain/
https://dailybrief.oxan.com/Analysis/GA240659/Tajik-dam-may-alter-energy-map----but-not-yet
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While the generator (IPP) is a Thai-based company operating in Laos, such bias in dispute resolution 

puts Laos’s interests in jeopardy. In addition to the biased dispute resolution process, issues with 

confidentiality, and lack of transparency have been flagged147. All of these make the situation for the 

Government of Laos difficult. Tajikistan will have to pay considerable attention to the structure of the 

dispute resolution process to ensure its fairness and transparency. 

 

Uzbekistan has recently discussed dispute settlements in trade negotiations with the EU, alongside potential 

accession to the WTO; on this basis, Tajikistan may be able to leverage Uzbekistan’s recent experience to 

reach a solution148. 

 

Figure 13 provides an outline of three effective dispute settlement mechanisms which have featured in case 

studies considered and would be appropriate for use in the Tajikistan context. 

Figure 13: “Soft” Dispute Settlement Mechanisms 

3.3.4. Future Privatization Considerations  

Tajikistan has expressed openness to future energy sector privatization in the medium-long term (beyond 5 

years). Private companies operating in an unbundled market, where appropriate factors such as regulatory 

oversight and transparency are present are more likely to focus on lowering costs, which will benefit 

consumers149. Reports indicate that measures such as tax breaks, and increased legal protections for foreign 

investment have been introduced to attract hydropower construction150. 

 

 
147 Ibid 
148 European Trade Commission, “Fifth Round of Negotiations on the Title “Trade and Trade-Related Matters” of the 

EU-Uzbekistan Comprehensive Agreement”  March 2020, Accessed Online: https://trade.ec.europa.eu/doclib/docs/2 

020/may/tradoc158738.pdf  
149 Anupama Sen, Rabindra Nepal and Tooraj Jamasb, “Have Model, Will Reform: Assessing the Outcomes of 

Electricity Reforms in Non-OECD Asia,” The Energy Journal, 39:4 (2018), P. 186. Accessed via ProQuest.  
150 Tajikistan, International Hydropower Association, May 27 2020. Accessed Online: https://www.hydropower.org 

/country-profiles/tajikistan  

https://trade.ec.europa.eu/doclib/docs/2%20020/may/tradoc158738.pdf
https://trade.ec.europa.eu/doclib/docs/2%20020/may/tradoc158738.pdf
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Privatization is not a requirement for a competitive energy sector. Countries such as Norway have 

introduced competition through reforms with the industry remaining in public ownership151. Notably, 

privatization can sometimes lead to poor outcomes for consumers: private companies were the first to 

develop hydroelectric power in Quebec, which contributed to prices almost doubling compared to the  

neighbouring province Ontario, and ultimately, the necessary nationalization of the electricity sector152. 
 

Case Study: Cameroon (Section 2.1.1.1.), Privatization (-) 

Cameroon’s electricity sector was transformed from a public monopoly to a private monopoly with 

mishandled privatization reforms. Integration provides benefits through efficiency, and this should be 

carefully weighed against the investment context to ensure benefits of privatization can be obtained, 

before sales of whole entities153. Ultimately, private investment of a suitably competitive form will only 

be attracted to the generation market if there is effective regulatory oversight preventing market abuses. 

It is also vital that no infrastructure assets are sold outright; this can instead be handled with the grant of 

long-term concessions154.  

 

Case Study: Côte d’Ivoire (Section 2.1.1.4.), Waterfall 

Regulatory Structure (+) 

Côte d’Ivoire’s regulatory system has proven fundamental 

for attracting and maintaining private investment within the 

country. Electricity expenditures to be reimbursed by the 

government are grouped in categories A (highest priority) to 

F (lowest priority) as shown in Figure 14. The main industry 

player is a private company contracted to manage energy 

supply (CIE); the waterfall regulatory structure ensures they 

have first priority of payments155. From 2018, liquidity 

strains on the government were eroding confidence in the 

cash waterfall mechanism, as IPP’s payments were being 

de-prioritized behind the associated financial charges156. 

Greater transparency was suggested as one method to further strengthen the energy sector’s cash flow 

waterfall157.  If Tajikistan aspires to attract private investment in the future, it could do well to establish, 

or impose a transparent waterfall system similar to Côte d’Ivoire’s, regardless of whether the purchaser 

of IPP’s generated energy are private or state-owned entities.   

 

Figure 14: Côte d’Ivoire’s Waterfall Regulatory Structure 

 
151 Anupama Sen, Rabindra Nepal and Tooraj Jamasb, “Have Model, Will Reform: Assessing the Outcomes of 

Electricity Reforms in Non-OECD Asia,” The Energy Journal, 39:4 (2018), P. 186. Accessed via ProQuest. 
152 Pierre-Olivier Pineau, “Electricity Sector Reform in Cameroon: Is Privatisation a Solution?”, 2002. Energy 

Policy, Special Issue "Africa: Improving Energy Sevices for the Poor", Vol. 30 (11–12). s. 1006. 
153 Pierre-Olivier Pineau, “Transparency in the Dark – An Assessment of the Cameroonian Electricity Sector 

Reform” International Journal of Global Energy Issues 23(2-3) · February 2005. Accessed Online: 

https://www.researchgate.net/publication/5107336_Transparency_in_the_dark_An_assessment_of_the_Cameroonian

_electricity_sector_reform P.18 
154 Pierre-Olivier Pineau, “Electricity Sector Reform in Cameroon: Is Privatisation a Solution?”, 2002. Energy 

Policy, Special Issue "Africa: Improving Energy Sevices for the Poor", Vol. 30 (11–12). s. 1006. 
155 World Bank Database, “Project Appraisal Document: The republic of Côte d’Ivoire’s CI-Energies Guarantee 

Project,” June 8 2018, P. 14. Accessed Online: http://documents.worldbank.org/curated/en/7795515305 

02255566/pdf/CIENERGIES-Guarantee-PAD-P164145-AFRDE-comments-June-7-final-1-06122018.pdf   
156 World Bank Database, “Project Appraisal Document: The republic of Côte d’Ivoire’s CI-Energies Guarantee 

Project,” June 8 2018, P. 14. Accessed Online: http://documents.worldbank.org/curated/en/7795515305 

02255566/pdf/CIENERGIES-Guarantee-PAD-P164145-AFRDE-comments-June-7-final-1-06122018.pdf   
157 Ibid P.30 

https://www.researchgate.net/publication/5107336_Transparency_in_the_dark_An_assessment_of_the_Cameroonian_electricity_sector_reform
https://www.researchgate.net/publication/5107336_Transparency_in_the_dark_An_assessment_of_the_Cameroonian_electricity_sector_reform
http://documents.worldbank.org/curated/en/7795515305%2002255566/pdf/CIENERGIES-Guarantee-PAD-P164145-AFRDE-comments-June-7-final-1-06122018.pdf
http://documents.worldbank.org/curated/en/7795515305%2002255566/pdf/CIENERGIES-Guarantee-PAD-P164145-AFRDE-comments-June-7-final-1-06122018.pdf
http://documents.worldbank.org/curated/en/7795515305%2002255566/pdf/CIENERGIES-Guarantee-PAD-P164145-AFRDE-comments-June-7-final-1-06122018.pdf
http://documents.worldbank.org/curated/en/7795515305%2002255566/pdf/CIENERGIES-Guarantee-PAD-P164145-AFRDE-comments-June-7-final-1-06122018.pdf
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3.4. Economic Considerations  

3.4.1. Domestic Tariff Structure 

Tajikistan’s domestic electricity tariff is currently undergoing reform; the consequential tariffs, costs and 

methodology will influence the structure which will be adopted for the export markets. The interim and 

final proposed methodology have been analyzed to draw insights for what it could mean for future PPAs. 

The two stages of BT’s restructuring process are: 

1. Overhauling the tariff structure;  

2. Creating and operating separate generation, transmission and distribution entities.  

 

The methodology was approved in June 2019, outlining the new domestic electricity tariff structure. It aims 

to achieve full cost recovery on Generation and Transmission tariffs; distribution revenues are considered 

but are not intended to be charged separately. Cost recovery is segmented by:  

 (1) Operating and Maintenance Costs;  

 (2) Allowance for Depreciation;  

 (3) Return on Assets.  

 

Case studies have demonstrated that assimilating details about domestic tariff structures to inform export 

methodologies is fundamental. 
 

Case Study: Ethiopia (Section 2.1.1.2.), Domestic Reform Influence on Export PPAs (+) 

Ethiopia valuably gained a cost master plan, including generic principles surrounding contractual 

relations when carrying out the 2005 Energy Access project158. A key learning from completed national, 

bilateral and regional projects in the Nile Basin Initiative Power Export was that “specifying and 

allocating in a sound manner rights, responsibilities, risks and benefits promotes the sustainability of the 

underlying commercial arrangement and cooperation between the two countries”159. Tajikistan could 

similarly benefit from prioritizing the organization of the domestic tariff structure and endeavouring to 

translate fundamental learnings from the commercial exercise to the structuring of export agreements. 

The new methodology outlines intentions to utilize a fixed capacity charge and a variable energy charge. 

This indicates a similar framework can be utilized for export tariffs. The methodology’s broad framework 

allows maximum pricing flexibility. The tariff increases which will result from moving to a cost-reflective 

structure will be better received by citizens if they are accompanied by increased transparency within the 

energy sector. The Regulatory Authority’s planned considerable discretion should be balanced with audit 

reviews over the determined expenses policy and depreciation accounting, which will influence the tariffs.  

In practice, Tajikistan segments tariffs by consumer type, such as aluminum smelters and households, to 

reflect different demand levels and associated costs. The high-level methodology reflects the commitment 

to enable optimization based on usage; additional differentiation based on consumer segmentation and 

seasonality will be detailed once the reformed metering and billing system is established. Tajikistan is 

indicating commitment to energy sector reform which is promising for future cost reflective tariffs. 

The following section identifies risks associated with the domestic tariff methodology and potential 

mitigation measures to be taken prior to establishing the export tariff. 

 

 
158 World Bank, “Project Appraisal Document: Proposed Global Environmental Facility Trust Fund Grant”. Accessed 

Online: http://documents.worldbank.org/curated/en/158671468281678195/pdf/32482a.pdf  
159 World Bank, “Ethiopia/Nile Basin Initiative Power Export Project: Ethiopia-Sudan Interconnector” P.11. 

Accessed online: http://documents.worldbank.org/curated/en/372861468281708815/pdf/414250ET.pdf  

http://documents.worldbank.org/curated/en/158671468281678195/pdf/32482a.pdf
http://documents.worldbank.org/curated/en/372861468281708815/pdf/414250ET.pdf
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Generation Tariff & Export Revenue 

Risk: The revenue requirements of generation 

tariffs directly incorporate export revenues.  

● Gives rise to the possibility of cross-

subsidization of tariffs between domestic 

rates and exports. 

● Industry experts emphasize that inclusion 

of cross-subsidization possibilities is not 

good economics and puts transparency at 

risk160.  

● Export prices can be jeopardized by 

developments in the domestic 

environment, and Tajik tariffs can also 

suffer as a result of linked exposure to 

foreign markets. 

Mitigation: The hazards and management of cross 

subsidization are explored in detail in Section 3.4.3., 

but preliminary analysis suggests that despite this 

domestic methodology already having been 

approved, Tajikistan would be best placed to exclude 

export revenues in domestic tariff determinations. 

Transmission Tariff 

Risk: Transmission tariff highlights majority 

fixed costs for operating transmission lines.  

● Energy losses (a variable component) may 

be understated which will have 

consequences for future export tariffs.  

● Recent high percentage (17%) of losses 

have been reported, alongside the World 

Bank’s reform plans on metering.  

Mitigation: Whilst the end-user tariff factors in 

distribution system losses, the impact on 

transmissions should be reviewed ahead of 

determining new export rates, to assess the 

effectiveness of the planned reforms and ensure that 

costs are appropriately reflected. 

Operation and Maintenance Costs and Impact on Exports 

Risk: Operation and maintenance expenditure 

inadequately reflected in cost recovery model.  

● Historic underinvestment in domestic 

infrastructure, and low commitments over 

maintenance responsibilities could 

contribute to poor supply reliability. 

● Damages perceptions of trust with export 

partners. 

Mitigation: Accurate domestic costing is 

fundamental, as well as identifying the relevant 

transmission maintenance costs in neighbouring 

countries (depending on the allocation of key 

maintenance responsibilities). Along with accurate 

costing/review, the IHA sustainability tool could be 

utilized in PPA (as identified in the legal section). 

Figure 15: Risk & Mitigation Strategies for Current Domestic Tariff Structure 

3.4.2. Export Tariff Structure 

There exist multiple methods to structure a PPA's export tariff. Some agreements stipulate a fixed tariff 

whereby the seller provides the agreed-upon quantity of energy at a set price for the length of the agreement. 

More flexible mechanisms include capacity tariffs and “formula” pricing mechanisms where selling price 

varies based on a number of factors judged by the negotiating parties. The choice of tariff structure will be 

negotiated between the parties.     

 
160 Informational Interview, Academic at Electricity Studies at the Oxford Institute for Energy Studies, May 28 2020 
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3.4.2.1. Capacity Tariff Structure 

In such a tariff structure, capacity and energy payments are stipulated, eliminating volatility of demand for 

producers and unnecessary payments for buyers. Indexation should apply to allow for inflation. Capacity 

considerations can be integrated by splitting out fixed and variable cost components and accounting for the 

opportunity cost of keeping the capacity generation available for the energy purchaser, or within a broader 

integrated capacity market. In this latter market-based format, the Regional Transmission Organization is 

notified that the capacity has been assigned to a specific export partner or consumer. Other varieties exist, 

such as in the WAPP case study, where PPAs must enable excess capacity to be made available to the grid, 

with the SMO (regulator) being notified daily of unused capacity. 

 

 

Capacity tariffs consist of: 

1. A capacity charge (frequently measured by hours 

per month) allows coverage of:   

a. Debt (for infrastructure construction) 

principal and interest repayments; 

b. Return on equity; and 

c. Fixed components of the operation and 

maintenance cost (non-variable costs: 

administrative expenses, insurance, 

operator fees)161. 

2. An energy charge (MWh or per kWh) typically 

covering variable costs such as162:  

a. Commodity charges for each unit of fuel 

used; 

b. Variable operation and maintenance 

costs such as consumable products; and 

c. Major maintenance based on usage 

(sinking fund). 

3. Supplemental charges can also be made part of 

the tariff structure, such as163: Certified Black 

Start Facilities (facilities to help restart 

generation without outside power); Regulation 

Service (to help correct variations in power 

system frequency); and additional charges for 

repairing damages in instances of Force majeure. 

3.4.2.2. Formula Tariff Structure 

Formula tariff structures allow for price flexibility. The buyer and the seller agree on the specific formula 

to calculate energy prices during the length of the agreement, which is typically reviewed periodically. The 

selling price is directly related to market reality; it helps with the buyer’s regulatory approval, as it is more 

 
161 Nehme, Bessem Abou, “Renewable Energy Training Program: PPAs and Tariff Design”. Energy Sector 

Management Assistance Program. Accessed Online: https://esmap.org/sites/default/files/esmap-files/ESMAP%20IFC 

%20Re%20Training%20World%20Bank%20Nehme.pdf 
162 African Legal Support Facility “Understanding Power Purchasing Agreements,” November 2014, P.53. Accessed 

Online http://go.usa.gov/FBzH  
163 Nehme, Bessem Abou, “Renewable Energy Training Program: PPAs and Tariff Design”. Energy Sector 

Management Assistance Program. Accessed Online: https://esmap.org/sites/default/files/esmap-files/ESMAP%20IFC 

%20Re%20Training%20World%20Bank%20Nehme.pdf 

Figure 16: Capacity Charge Structure 

https://esmap.org/sites/default/files/esmap-files/ESMAP%20IFC
https://esmap.org/sites/default/files/esmap-files/ESMAP%20IFC
http://go.usa.gov/FBzH
http://go.usa.gov/FBzH
https://esmap.org/sites/default/files/esmap-files/ESMAP%20IFC
https://esmap.org/sites/default/files/esmap-files/ESMAP%20IFC
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likely to ensure that the tariff remains competitive for its customer base (especially where the buyer must 

follow least-cost electricity procurement)164. 

Case Study: HQ and Vermont (Section 2.1.4.1.), Formula Tariffs (+) 

In the most recent HQ-Vermont PPA, the parties agreed on formula-based pricing whereby the price 

fluctuates based on energy market prices and inflation. The formula includes a buffering feature to limit 

year-to-year fluctuation and provide trading partners with predictability.  

 

Broadly speaking, capacity-driven tariff structures and formula-based methods are two of three potential 

methodologies that can be utilized. The third is not an option in the Tajik context. Exemplified by Texas, it 

utilizes an auction system where generators bid to sell power until the full energy demand is met; bids are 

kept secret for 60 days165. This is a competitive market-based model. It is not transparent but relies on 

competition to keep prices low, with varied success. As privatization and this level of market-based pricing 

is not planned for Tajikistan for a considerable period of time, this model has been excluded. 

3.4.2.3. Review Period 

PPAs should include clauses allowing for tariff review at set intervals. The frequency and timing of such 

reviews will be driven by the parties’ risk appetites, and also volatility of inflation and conversion rates of 

domestic currencies into USD. 

 

3.4.3. Cross-Subsidization Between Domestic and Export Tariffs 

Energy sectors are monopolistic in nature due to the capital investment required, making cross-

subsidization through price discrimination possible. Tajikistan’s domestic generation tariff incorporates 

clauses relating to export revenues. The relative elasticity of demand of the domestic and export markets is 

fundamental in considering any form of interlinked pricing.  

 

Subsidizing Export Tariffs 

Charging higher prices domestically to sell energy at competitive prices internationally constitutes cross-

subsidization of export tariffs. In Tajikistan’s case, export markets are likely to have greater elasticity (as 

more energy options exist for trading partners) so we can expect downward pressure on export tariffs in 

exchange for increasing export quantities. Unless Tajikistan purposefully sets out to negotiate high tariffs 

with neighbouring countries, the domestic market is likely to end up paying higher tariffs to subsidize 

exports. From the case studies in this report, subsidization should not be considered, unless there is adequate 

risk mitigation for the related exposures which arise.  

 

Subsidizing Domestic Tariffs 

Domestic tariffs are anticipated to increase in Tajikistan, as they become cost reflective, which could 

alternatively provide incentives to utilize high export prices to subsidize domestic energy tariffs. Many 

developing countries have used direct cross-subsidization to keep domestic rates artificially low. Doing so 

brings considerable risks as export volatility could threaten the financial viability of these arrangements. 

 

 

 
164 Interview with David Shooner and Gary Sutherland, Hydro Quebec. Conducted on June 8, 2020.  
165 L.M. Sixel, "Analysis: The Murkey and Confusing Texas Electricity Market," Houston Chronicle, November 1 

2019. Accessed Online: https://www.houstonchronicle.com/business/energy/article/Analysis-The-murky-and- 

confusing-Texas-14707148.php 

https://www.houstonchronicle.com/business/energy/article/Analysis-The-murky-and-
https://www.houstonchronicle.com/business/energy/article/Analysis-The-murky-and-
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Case Study: Cameroon (Section 2.1.1.1.), Tariff Cross-Subsidization (-) 

Failures in transparency over cross-subsidization can be identified through analysis of revenue streams 

and consumption. This has been demonstrated with Cameroon (and Peru): 25% of energy users (low 

voltage) account for 54% of revenues166. This was not export-import cross-subsidization, but price 

discrimination enabling household subsidization of industrial/business consumers. This indicates the risk 

for consumers when they are a captured mass within commodity markets; however, any leveraging of 

this opportunity can be easily identified through revenue analysis. 

 

Case Study: SAPP Mozambique (Section 2.1.1.3.), Tariff Cross-Subsidization (+) 

Mozambique has unusually high export reliance due to poor domestic connectivity. Exports from Cahora 

Bassa (the largest dam in Mozambique) were identified to potentially subsidize the high domestic 

consumer tariffs167. In this instance, closer linkage between export and domestic tariffs was deemed 

appropriate given the significant amounts of domestic investment which were (and are still) required to 

increase the domestic access to the electricity grid in Mozambique. Careful policy planning is required 

to ensure that investment strategies are consistent with national objectives (such as connectivity)168. This 

experience demonstrates the risks associated with export reliance for sustainable financing of domestic 

energy sectors, and the need to have any subsidization carefully managed through indirect mechanisms 

and long-term policy strategies. 

 

If subsidization of the domestic market is desired, then it would be better to disconnect the revenue needs 

from imports and exports to reduce exposure to fluctuations in export levels and prices. Any surplus funds 

from exports can be reinjected into the domestic economy, but should be done separately. 

  

Case Study: Hydro-Québec (Section 2.1.4.1.), Heritage Pool or “Contrat Patrimonial” (+) 

In 2000, the Quebec government adopted a law stipulating that Hydro-Québec production was obliged 

to sell to Hydro-Québec distribution 165TWh (178,9TWh with losses) at a preferential, indexed, rate of 

2.79¢ per kWh to domestic consumers. This clause was put in place to ensure electricity reliability and 

price stability domestically and currently meets 90% of the Quebec demand in electricity169. Hydro-

Québec production is only allowed to export energy in excess of this amount. If the heritage pool has 

allowed to appease domestic concerns, some have pointed to the fact that export revenues are effectively 

indirectly subsidizing low domestic prices which is said to be costly for the province’s economic 

development.  

 

Mechanisms to alleviate domestic tensions around domestic tariffs in Tajikistan may be used such as 

Hydro-Québec’s contrat patrimonial. However, clauses should be included as to allow for the revision 

of both prices and quantities of this block of energy to reflect both growing demand and market realities. 

 

 
166 Pierre-Olivier Pineau, “Transparency in the Dark – An Assessment of the Cameroonian Electricity Sector 

Reform” International Journal of Global Energy Issues 23(2-3) · February 2005. P.18. Accessed Online: 

https://www.researchgate.net/publication/5107336_Transparency_in_the_dark_An_assessment_of_the_Cameroonian

_electricity_sector_reform  
167 World Bank, “Republic of Mozambique: Mozambique Energy Sector Policy Note,” World Bank Database, 

November 20 2015, P.12. Accessed Online: http://documents.worldbank.org/curated/en/135711468180 

536987/ACS17091-REVISED-PUBLIC-Mozambique-Energy-Sector-Policy-Note.pdf   
168 Ibid P.43 
169 Hydro Quebec, “Plan d’approvisionnement (Supply Plan 2020-2029”. Nov 11 2019. Accessed Online: 

http://publicsde.regie-energie.qc.ca/projets/529/DocPrj/R-4110-2019-B-0005-Demande-Piece-2019_11_01.pdf  

https://www.researchgate.net/publication/5107336_Transparency_in_the_dark_An_assessment_of_the_Cameroonian_electricity_sector_reform
https://www.researchgate.net/publication/5107336_Transparency_in_the_dark_An_assessment_of_the_Cameroonian_electricity_sector_reform
http://documents.worldbank.org/curated/en/135711468180536987/ACS17091-REVISED-PUBLIC-Mozambique-Energy-Sector-Policy-Note.pdf
http://documents.worldbank.org/curated/en/135711468180%20536987/ACS17091-REVISED-PUBLIC-Mozambique-Energy-Sector-Policy-Note.pdf
http://documents.worldbank.org/curated/en/135711468180%20536987/ACS17091-REVISED-PUBLIC-Mozambique-Energy-Sector-Policy-Note.pdf
http://publicsde.regie-energie.qc.ca/projets/529/DocPrj/R-4110-2019-B-0005-Demande-Piece-2019_11_01.pdf


56 

 

3.4.4. Capacity Commitments 

Appropriate capacity commitments are of fundamental importance in a longer-term PPA. Currently, 

Tajikistan reviews bilateral export agreements with Uzbekistan and Afghanistan annually, which has led to 

some increases in quantity commitments. In a longer-term agreement, capacity commitments expose both 

parties to risks regarding the supplier’s ability to produce, and the consumer’s ability to pay. Whilst it 

ensures a steady flow of revenue, if Tajikistan suffers droughts or transmission disruption, it may jeopardize 

the capacity to meet the terms of a guaranteed energy capacity.  Under the outlined domestic tariff structure, 

there is an option for the capacity charge to be associated with a fixed capacity amount or flexible capacity. 

Each will be explored in turn, so assess the best mitigating contractual constructions in both instances. 

3.4.4.1. Fixed Amount PPA 

Some PPAs stipulate a fixed amount of electricity to be traded between parties. Resource assessment is 

vital to ensure the buyer has the required electricity to meet its needs. The seller must ensure it has the 

capacity to meet the expected demand: one way is to follow a conservative planning approach (taking 

historical records to establish the planning baseline). By taking the lowest average or medium flow on 

record, the seller can more successfully assure the buyer that it will be able to fulfill the committed fixed 

amount.  

 

PPAs for fixed amounts of electricity provide greater certainty for both parties, enabling energy planning 

and certainty of cash flows. However, they increase exposures to credit risks and environmental factors 

disrupting the provision of energy. Additionally, firm power and firm energy contracts require the generator 

to provide proof that the generation capacity can reliably meet the needs of the importers170. Two forms of 

clause can be incorporated so as to protect Tajikistan against the provider commitments and credit risks 

stemming from fixed energy commitments (if this format is adopted): 

 

1) Clauses concerning energy provision prioritization:  

● Guarantees first X amount of hydroelectricity generated is reserved for domestic use.  

● Utilized by Hydro-Québec (see box above). 

 

2) “Take-or-pay” Clause 

● Protects the generator for the costs which will be incurred for energy production.  

● This is explored in more detail below as it has a number of additional implications in the PPA and 

the power sector. 

3.4.4.2. Flexible Amount PPA 

Flexible capacity agreements can lead to higher tariffs as the buyer may be less likely to purchase in such 

quantities so as to drive down cost per unit, as well as potentially experiencing a premium due to the seller's 

lack of revenue certainty. 

 

Case Study: QC-US (Section 2.1.4.1.), Flexible Capacity PPA (+) 

Surplus energy contracts allow United States utilities to displace generation at their own existing 

generating facilities when they desire. In such an agreement, the United States only takes delivery of 

 
170  Pamela Prodan, “NELPI Energy Law Essay: The Legal Framework for Hydro-Quebec Imports” Tulsa Law 

Review, Volume 28, Issue 3: Mineral Law Symposium. Spring 1993, Accessed Online: 

https://digitalcommons.law.utulsa.edu/cgi/viewcontent.cgi?referer=https://scholar.google.com/scholar?hl=en&as_sdt

=0%2C5&q=purchasing+power+agreement+hydro+quebec&btnG=&httpsredir=1&article=2268&context=tlr  

https://digitalcommons.law.utulsa.edu/cgi/viewcontent.cgi?referer=https://scholar.google.com/scholar?hl=en&as_sdt=0%2C5&q=purchasing+power+agreement+hydro+quebec&btnG=&httpsredir=1&article=2268&context=tlr
https://digitalcommons.law.utulsa.edu/cgi/viewcontent.cgi?referer=https://scholar.google.com/scholar?hl=en&as_sdt=0%2C5&q=purchasing+power+agreement+hydro+quebec&btnG=&httpsredir=1&article=2268&context=tlr
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Canadian energy under the contract when it is available and less expensive than producing it 

domestically171. 

 

Case Study: Ethiopia-Djibouti (Section 2.1.1.2.), Flexible Capacity PPA (+) 

Ethiopia’s bilateral agreement with Djibouti was on non-guarantee terms; this was appropriate given 

Ethiopia’s unique water ecosystem where only the wet season provides large hydroelectricity 

surpluses172. This reduced Djibouti’s supply stability, strengthening their negotiating position for a lower 

tariff. The World Bank noted that the energy cost for Djibouti will rise as Ethiopia establishes new 

transmission interconnections if they do not obtain a firm capacity agreement. There is high exposure for 

importing countries without a firm capacity agreement, especially if they are heavily reliant on imported 

electricity (similar to exposure to petroleum market prices)173. Tajikistan is arguably in a medium-weak 

position as neighbours know there is no storage capacity, and there are significant summer surpluses. 

Therefore, Tajikistan could strengthen its negotiation position by bolstering export negotiations 

simultaneously across a range of countries and by investing in storage capacity. 

 

3.4.5. Take-or-Pay Clauses 

A “take-or-pay” clause obliges the buyer to purchase the power quantity irrespective of whether it actually 

uses it. Take-or-pay clauses are most commonly used with fixed capacity amount PPAs, but can also 

stipulate minimum requirements under flexible amount PPAs. Take of pay clauses are commonly supported 

by government guarantees (where the government credit rating is appropriate) to ensure that the 

commitment to “take-or-pay” is viable in the circumstances. These clauses can serve as protection against 

tariff increases for domestic consumers, as well as being low-risk for the counterparty importer, where they 

have a domestic demand-supply gap, storage capacity, or have the connections to re-trade the purchased 

electricity with other parties in the region. However, parties considering take-or-pay clauses should 

explicitly assess potential regional market integration; these clauses produce market inefficiencies due to 

the producer's protection for payment regardless of electricity usage. 

 

Case Study: Uganda (Section 2.1.1.2.), Take-or-Pay Clauses (+) 

Due to poor distribution, transmission networks and limited connectivity, Uganda utilized load shedding 

which exposed investors to risks of non-return on investments. As the Government did not have the 

financial capabilities to provide financial assurances over energy uptake, “take-or-pay” clauses were 

included in domestic PPAs174. Ugandans often had to pay for electricity they did not consume, due to 

inadequate connectivity, and surplus production, which made the system inefficient. Given that 

Tajikistan also has surplus domestic production, it should be considered whether similar ‘take-or-pay’ 

clauses should be incorporated into bilateral PPAs. 

 

 
171 Ibid 
172 World Bank Data Portal, “Project Information Document (PID): Appraisal Stage”. P.3. Accessed Online: 

http://documents.worldbank.org/curated/en/589771468248067657/pdf/PID-Appraisal-Print-P127143-02-08-2013-

1360336891695.pdf  
173 World Bank Data Portal, “Project Information Document (PID): Appraisal Stage”. P.3. Accessed Online: 

http://documents.worldbank.org/curated/en/589771468248067657/pdf/PID-Appraisal-Print-P127143-02-08-2013-

1360336891695.pdf  
174 Migereko, Daudi. “Energy PPAs were necessary to rid Uganda of power shortage”. March 23 2020. Accessed 

Online: https://www.monitor.co.ug/OpEd/Commentary/power-shortage-PPAs-Energy-electricity-challenges 

/689364-5501880-7mxvhi/index.html 

http://documents.worldbank.org/curated/en/589771468248067657/pdf/PID-Appraisal-Print-P127143-02-08-2013-1360336891695.pdf
http://documents.worldbank.org/curated/en/589771468248067657/pdf/PID-Appraisal-Print-P127143-02-08-2013-1360336891695.pdf
http://documents.worldbank.org/curated/en/589771468248067657/pdf/PID-Appraisal-Print-P127143-02-08-2013-1360336891695.pdf
http://documents.worldbank.org/curated/en/589771468248067657/pdf/PID-Appraisal-Print-P127143-02-08-2013-1360336891695.pdf
https://www.monitor.co.ug/OpEd/Commentary/power-shortage-PPAs-Energy-electricity-challenges
https://www.monitor.co.ug/OpEd/Commentary/power-shortage-PPAs-Energy-electricity-challenges
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Case Study: Bhutan-India (Section 2.1.2.2.), Excess Supply Provision (+) 

Take-or-pay clauses can work effectively when there is a clear and constant demand/supply gap between 

trading partners. Bhutan’s bilateral agreements with India covers three different HPPs based on excess 

supply provision. The agreements signed with the Government of Bhutan stipulate that once Bhutan 

meets its domestic energy demands, any excess supply would be sold to India based on a tariff that is 

reviewed every 5 years175. The Government of India commits to buying all the excess supply regardless 

of the amount176. This lowers any environmental or economical exposure for Bhutan, and burdens India 

in meeting the financial obligation. No disputes have occurred between Bhutan and India.  

 

Take-or-pay clauses are still utilized in specific contexts but are increasingly eliminated from PPAs as 

regions are trying to increase integration. Unless there are significant and sustained supply-demand gaps in 

the importing country, take-or-pay clauses incentivize inefficient energy production. Some guidance 

suggests that take-or-pay obligations should be accompanied by “softening” clauses to mitigate 

consequences for counterparts.  

 

Options include “supply or demand default” clauses detailing instances when it is acceptable for the 

producer or the buyer to default on the supply or purchase of a limited, pre-defined portion of power. 

Moreover, “make-whole” provisions involve crediting the purchaser with the difference between the 

quantity of electricity “bought” and the quantity utilized to offset against a future period. An alternative 

option is a carry-forward provision where excess quantities consumed in one period can be used to reduce 

quantities in future periods177. These provisions have the effect of offsetting the negative impacts for the 

purchaser of a take-or-pay framework. 

 

3.4.6. Third Party Sales 

The electricity producer’s ability to make third-party sales as part of a PPA has important ramifications. It 

provides more flexibility on both sides of the agreement in the event, for example, of important changes in 

the market prices. Purchasers tend to be reluctant to allow for third party sales, as they want to make sure 

the entire agreed-upon capacity is available to them. To mitigate this risk and allow for future electricity 

market development, a specified exclusive period may be drafted during which all power is to be sold to 

the purchaser178. 

 

Case Study: Churchill Falls (Section 2.1.4.1.), Third Party Sales (-) 

In the HQ-CFLCo (Newfoundland's utility) negotiation, HQ heavily limited CFLCo’s ability to sell 

surplus electricity to other buyers, leveraging Newfoundland’s inability to export to the United States at 

the time against them. Considering the length of the PPA (40 years), this has had pervasive negative 

economic consequences for Newfoundland.  

 

 
175 Saran, Harish. “Role of Trading Companies in Cross Border Power Trade”. March 2014. Accessed Online: 

https://usea.org/sites/default/files/event-/PTC%20India.pdf 
176 See article for recent cooperation: https://www.livemint.com/industry/energy/india-to-purchase-surplus-

electricity-from-bhutan-s-state-run-druk-green-power-1566289243777.html 
177 African Legal Support Facility, “Understanding Power Purchasing Agreements”. November 2014. P.60. Accessed 

Online: http://go.usa.gov/FBzH   
178 World Bank Public Private Partnership Resource Centre. “Power Purchasing Agreements”. Accessed Online: 

https://ppp.worldbank.org/public-private-partnership/sector/energy/energy-power-agreements/power-purchase-

agreements  

https://usea.org/sites/default/files/event-/PTC%20India.pdf
https://www.livemint.com/industry/energy/india-to-purchase-surplus-electricity-from-bhutan-s-state-run-druk-green-power-1566289243777.html
https://www.livemint.com/industry/energy/india-to-purchase-surplus-electricity-from-bhutan-s-state-run-druk-green-power-1566289243777.html
http://go.usa.gov/FBzH
https://ppp.worldbank.org/public-private-partnership/sector/energy/energy-power-agreements/power-purchase-agreements
https://ppp.worldbank.org/public-private-partnership/sector/energy/energy-power-agreements/power-purchase-agreements
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3.4.7. Seasonal Complementarity & Water Management 

The seasonal complementarity of energy sources is a fundamental component of PPA considerations. The 

below is a depiction of the water and energy needs of Tajikistan and the target export markets: 

  Tajikistan Afghanistan Pakistan Uzbekistan 

Winter: 

Electricity 

High demand due to 

heating 

 Excess Demand  Excess Demand   Excess Demand 

Winter: 

Water 

Low water levels in 

rivers 

 Water Shortages Water Shortages  Water Shortages 

Summer: 

Electricity 

Less demand; surplus 

hydroelectricity 

Excess demand Excess Demand  

( > winter) 

 Excess Demand 

Summer: 

Water 

Increased storage of 

water 

 Water Shortages  Water Shortages Extreme Water 

Shortages 

   Figure 17: Energy and Water Complementarity Table (Tajikistan, Afghanistan, Pakistan, Uzbekistan) 

 

Tajikistan has historically suffered from winter electricity shortages which was one driving factor in the 

Nurek HPP rehabilitation plans. The electricity system was described as being “in a state of crisis” in 

2013179. Winter is particularly bad as low river flows limit hydroelectricity generation capabilities, and there 

is increased demand due to the population’s heating needs. Whilst significant efforts have been made to 

address this, electricity shortages will remain in winter until the additional capacity from hydroelectric 

developments is operational. Regional complementarity demands consideration for two reasons: 

1. Tajikistan will continue to have excess demand until new hydroelectricity capacity is operational. 

There will then be poor diversification of energy sources, which should be considered in risk 

mitigation. 

2. Target export partners have related electricity needs, year-round, although Tajikistan’s impact on 

Uzbekistan’s water shortages have been a long-standing point of tension in the region. Addressing 

neighbouring countries’ water needs presents an opportunity to strengthen any PPA. 

 

Uzbekistan historically resisted the Rogun Dam construction on the basis of its water needs. This dispute 

contributed to Uzbekistan’s withdrawal from the Soviet grid in 2009. Relations have improved since 2016 

with Tajikistan supplying electricity starting April 2018, and guarantees on water usage signed in July of 

the same year. However, water disputes have not been settled180. The extent of Uzbekistan’s concerns 

regarding water security cannot be overemphasized. 2010 estimates indicate that between five countries 

(Tajikistan, Afghanistan, Uzbekistan, Turkmenistan and Kyrgyzstan) in the region, Uzbekistan’s average 

water use amounts to 47% (33,000 million cubic metres); the next highest usage was estimated at 

Turkmenistan’s 23,000 million cubic metres181. 

 

 
179 Daryl Fields, Arthur Kochnakyan, Takhmina Mukhamedova, Gary Stuggins and John Besant-Jones, “Tajikistan’s 

Winter Energy Crisis: Electricity Supply and Demand Alternatives,” 2012, World Bank, Washington, DC. © World 

Bank. https://openknowledge.worldbank.org/handle/10986/17149  License: CC BY 3.0 IGO.”p.xiii 
180 Oxford Analytica, “Tajikistan/Uzbekistan: Water may still cause divisions,” Oxford Analytica Daily Brief 

Service, 29 Aug 2018. 
181 Walter Klemm and Sayed Sharif Shobair, “The Afghan Part of Amu Darya Basin”. UNECE. Accessed Online: 

https://www.unece.org/fileadmin/DAM/SPECA/documents/ecf/2010/FAO_report_e.pdf p.4 

https://openknowledge.worldbank.org/handle/10986/17149
https://search-proquest-com.proxy3.library.mcgill.ca/pubidlinkhandler/sng/pubtitle/Oxford+Analytica+Daily+Brief+Service/$N/44809/DocView/2095555165/fulltext/1FE95FCBFE964CAEPQ/2?accountid=12339
https://search-proquest-com.proxy3.library.mcgill.ca/pubidlinkhandler/sng/pubtitle/Oxford+Analytica+Daily+Brief+Service/$N/44809/DocView/2095555165/fulltext/1FE95FCBFE964CAEPQ/2?accountid=12339
https://www.unece.org/fileadmin/DAM/SPECA/documents/ecf/2010/FAO_report_e.pdf
https://www.unece.org/fileadmin/DAM/SPECA/documents/ecf/2010/FAO_report_e.pdf
https://www.unece.org/fileadmin/DAM/SPECA/documents/ecf/2010/FAO_report_e.pdf


60 

 

Tackling regional water management issues presents an opportunity to strengthen regional collaboration 

and stave off further challenges such as worsening future water availability due to climate change. There 

are a number of viable options for tackling water management to limit the impact of Tajikistan’s 

hydroelectricity operations: increasing storage capacity of downstream countries; assisting capacity 

building so as to reduce water intensive agricultural practices; counter provision of natural gas in exchange 

for summer water releases; or cascade dams which will store winter-released water  reserves for 

Uzbekistan’s summer use. It has been suggested that the Nurek Dam, downstream of the Rogun Dam could 

serve this use182. These are not complete solutions, but offer potential mechanisms used in combination to 

reconcile the seasonality tension within the region. 

 

Case Study: Ethiopia (Section 2.1.1.2.), Complementarity in PPAs (+) 

Ethiopia has demonstrated successful incorporation of neighbouring water needs, climate and religion 

considerations into its export agreements with neighbouring countries. Ethiopia’s rainy summer season 

means that production exceeds demand, which corresponds with peak demand in Djibouti when there is 

a greater demand for cooling. Similarly, Djibouti’s lower demand in winter correlates to Ethiopia’s dry 

winter183. Ethiopia consumes less power during weekends, being predominantly Orthodox Christian, 

giving rise to greater surpluses for Muslim countries (Djibouti and Sudan) which work on Sundays184. 

Explicitly acknowledging neighbouring countries corresponding needs is more likely to result in 

productive PPA negotiations. 

 

Tackling seasonal water and energy needs may also prove useful in bilateral negotiations with Pakistan and 

Afghanistan. Whilst there is limited information concerning the seasonality of water needs in Afghanistan 

and Pakistan, the Global Facility for Disaster Reduction and Recovery (GFDRR) and World Bank’s “Think 

Hazard” tool indicate that the countries’ water scarcity has a high hazard level, with droughts likely to occur 

on average every five years185. Discussing water management may become an option in PPAs with these 

countries as a mechanism to obtain more mutually beneficial trade terms. 

3.5. Governance Considerations 

3.5.1. Regional Energy Management 

Successful case studies highlight the importance of regional energy management as a key parameter for 

successful long term PPAs. Regional energy bodies enable the development of shared practices, norms, and 

industry standards, which all contribute to building trust for effective grid interconnection.  

 

The CAR has a tumultuous history of collaborative energy management. Countries like Uzbekistan have 

previously criticized the arrangement as “outdated and unreliable”186. However, case studies have 

emphasized the necessity of regional cooperation, with benefits being brought to all members with such 

arrangements. 

 
182 Johannes F. Linn, “Water-Energy Links in Central Asia: A Long-Term Opportunity and Challenge,” June 30 

2008, Brookings Institute, Accessed Online: https://www.brookings.edu/opinions/water-energy-links-in-central-asia-

a-long-term-opportunity-and-challenge/ 
183 International Renewable Energy Agency. “Djibouti Renewables Readiness Assessment”. 2015. P.10. Accessed 

Online: https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2015/IRENA_RRA_Djibout_2015_EN.pdf  
184 Financial Times. “Ethiopia uses electricity exports to drive ambition as an African power hub”. Accessed Online: 

https://www.ft.com/content/14d2026a-902d-11e3-a776-00144feab7de  
185 ThinkHazard, “Pakistan” and “Afghanistan” Pages. Accessed June 15 2020. Accessed Online: 

http://thinkhazard.org/en/report/188-pakistan/DG 
186 RadioFree Europe, “Uzbekistan Withdrawing From Regional Power Grid”. December 1 2009. Accessed Online: 

https://www.rferl.org/a/Uzbekistan_Withdrawing_From_Regional_Power_Grid/1892220.html  

https://www.brookings.edu/opinions/water-energy-links-in-central-asia-a-long-term-opportunity-and-challenge/
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https://www.ft.com/content/14d2026a-902d-11e3-a776-00144feab7de
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There are a number of potential regional bodies which could be utilized for regional integration, including 

the Central Asian Cooperation Organization, the Eurasian Economic Community and the Shanghai 

Cooperation Organization. The Central Asia Regional Economic Cooperation (CAREC) is the most 

appropriate body through which to pursue energy integration, as the primary regionally functioning 

organization. However, despite frequent meetings, commitment remains weak. As bilateral relations will 

be strengthened significantly through PPA negotiations, this may facilitate the creation of a new cooperative 

or organization specifically focused on energy integration. 

 

Regional cooperation mechanisms around energy management are highly context specific and should be 

crafted to address local concerns between negotiating countries. The following case studies provide 

guidance on key attributes for effective governance tools that could be implemented in Tajikistan: 

 

Case Study: LATAM (Section 2.1.5.1.), Regional Energy Integration (+) 

Despite having several initiatives for continental integration put forward by countries like Colombia187, 

South America benefits from several smaller-level harmonization of tariffs, access to bidding, and pricing. 

These are the Andean Zone, the Southern Cone, and the Mexico-Central American Zone. Prior to full 

energy integration under a body like CAREC, Tajikistan could lead the organization of smaller ‘zones of 

collaboration,’ reducing politicization and bilateral dependency. 

 

Case Study: Ethiopia (Section 2.1.1.2.), Regional Energy Management (+) 

A joint country approach is key. With the Nile Basin Initiative Power Project, a Joint Steering Committee 

was established for bilateral activities, alongside individual country project units responsible for the 

national components188. An Eastern Nile Technical Regional Office jointly owned between Egypt, 

Ethiopia, Sudan and South Sudan is responsible for monitoring and information sharing189. Although 

ENTRO and the associated joint project institutions are enjoying limited success due to the failure to install 

a dispute settlement mechanism, the framework itself has proved vital for regional development. 

 

Case Study: Scandinavia (Section 2.1.3.2.), Voluntary Regulation Management (+) 

The common market between Norway, Sweden, Finland, Iceland, and Denmark is regulated by NordREG. 

It was created as a voluntary cooperation between Nordic energy regulators, enshrining neutrality and 

decentralized regulation and oversight. Voluntary mechanisms ensure countries retain sovereignty rights 

while improving communication, incentivizing the sharing of best practices, and allowing for more 

transparency. Cooperation is based on consensus and a strong political commitment to developing the 

common electricity market. The successes in the Nordic region indicate the importance of individual 

countries building strong institutions before, or at least as regional integration occurs.  

 

 

 

 

 
187 Roger Tissot, “Latin America's Energy Future” Inter-American Development Bank, December 2012. Accessed 

Online: https://publications.iadb.org/en/publication/11798/latin-americas-energy-future 
188 World Bank Data Center, “Ethiopia/Nile Basin Initiative Power Export Project: Ethiopia-Sudan Interconnector”. 

P.12. Accessed Online: http://documents.worldbank.org/curated/en/372861468281708815/pdf/414250ET.pdf  
189 Nile Basin Initiative, “Who We Are”. Accessed Online: https://nilebasin.org/21/  

https://publications.iadb.org/en/publication/11798/latin-americas-energy-future
http://documents.worldbank.org/curated/en/372861468281708815/pdf/414250ET.pdf
https://nilebasin.org/21/
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Case Study: WAPP (Section 2.1.1.4.), First Mover Advantage & CAPP Framework Necessity (+) 

The WAPP provides an example of where agreements relating to governance and integration can be 

reached in advance of involved countries’ capacity building. This would involve Tajikistan commencing 

discussions on regional rules ahead of negotiations for long-term bilateral PPAs.  

 

Similar agreements should be considered for preparation for the Central Asia-South Asia Regional 

Electricity Market (CASAREM). Of particular note is WAPP’s provisions on bilateral PPAs which include 

non-inclusion of take-or-pay clauses and clauses relating to disclosures of transmission capacities190. As a 

major future player in the CASAREM network, it would be in Tajikistan’s interests to commence 

conversations with regional partners, to ensure that common principles are established for future market 

operations and to prepare PPA templates. WAPP has demonstrated that the initial phase of market 

integration can rely solely on bilateral members’ agreements, but that common principles of operation help 

to ensure consistent regional operations. Following the integration demonstrated by WAPP, this would 

involve CAREC forming an exclusive joint entity for energy integration. CAPP’s regional integration has 

stagnated in contrast to the efforts of the other African power pools. Lack of regulatory and commercial 

frameworks, along with underpinning factors such as lack of competent staff members, can be identified 

as key factors for current CAPP failures. 

 

The regional governance framework established successfully by WAPP replicates that seen in Canada. In 

Tajikistan’s case, regional integration would mean that Tajikistan, Afghanistan, Pakistan, Uzbekistan, and 

other involved countries maintain autonomy alongside a centralized body ensuring coordination. In Canada, 

authorities have successfully established mechanisms which facilitate negotiations, enforcement and 

implementation of regional projects. Bodies including Environment 

Canada, Natural Resources Canada, and the National Energy Board, 

are aligned by three principles191: 

1. Market-based approaches; 

2. Respect for provincial sovereignty; 

3. Market intervention only where necessary to achieve 

specific objectives. 

 

This framework, replicated successfully in West Africa (WAPP), 

highlights the importance of common principles to unite 

stakeholders behind integration aims. Regional integration in CAR, 

initiated between a smaller number of states, could be united behind 

the principles outlined in Figure 18. 

 

Case Study: Uganda (Section 2.1.1.2.), Standardized PPA Templates (+) 

As part of Uganda’s Energy Policy 2002, the government placed emphasis on improving commercial 

performance to bolster the electricity sector’s efficiency. The Uganda Electricity Regulatory Authority 

(ERA) developed standardized PPA templates in consultation with various partners, including 

developers, lenders and large sized consumers, which contributed to reduced advisory service costs and 

 
190 West African Power Pool “Development of WAPP Market Design and Market Rules”. Accessed Online: P.20 

http://icc.ecowapp.org/sites/default/files/Market%20Design%20Final.pdf  
191 Farkhod Aminjonov, “Limitations of the Central Asian Energy Security Policy: Priorities and Prospects for 

Improvement,” Centre for International Governance Innovation, 2016,  P.9. Accessed Online: https://www-deslibris-

ca.proxy3.library.mcgill.ca/ID/10063027  

Figure 18: Proposed Regional Integration 

Principles 

http://icc.ecowapp.org/sites/default/files/Market%20Design%20Final.pdf
https://www-deslibris-ca.proxy3.library.mcgill.ca/ID/10063027
https://www-deslibris-ca.proxy3.library.mcgill.ca/ID/10063027
https://www-deslibris-ca.proxy3.library.mcgill.ca/ID/10063027
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negotiations delays for initializing PPAs192. This has proven to be an effective mechanism of the sector’s 

regulators supporting electricity generators, and indirectly regulating the market through standardization. 

A similar approach could be effectively utilized in Tajikistan, particularly as decentralized export 

arrangements have already been seen in Pamir Energy’s exports to Afghanistan.  

 

Tajikistan's hydroelectricity development presents an opportunity to drive the agenda of regional 

integration, establishing common principles, market rules and PPA frameworks. Tajikistan should leverage 

bilateral relationships with potential export partners to campaign for a specific regional entity responsible 

for energy integration, possibly functioning under CAREC, if other members are interested. WAPP's 

transparent and well-formulated market documentation could be replicated in the CAR. Upon achieving 

this integration, it is very important to carefully maintain regular regional discussions and relationships.  

 

Case Study: LATAM (Section 2.1.5.1.), Strong Domestic Structures for Sustained Regional 

Integration (-) 

Maintenance of energy exports relationships and domestic energy structures is key. Latin America has 

seen a movement away from regional integration since 2004, with countries prioritizing domestic energy 

security due to political conflicts or the devolution of trade negotiations. Whilst some proposals, such as 

Colombia’s 2022 suggestion for total regional integration had temporary interest, this has since subsided. 

The persistent challenges in sustaining efforts for regional cooperation in Latin America indicate the 

importance of strong domestic structures (cost-reflective tariffs, oversight or governance institutions) 

which will ultimately contribute to successful regional integration. 

 

3.5.2. Utility Agencies and Government Departments  

Oversight mechanisms ensuring an effective and transparent relationship between governments and utilities 

can take many forms. Governance mechanisms should be designed to be independent, hold stakeholders 

accountable, and align with international best practice. 

 

Case Study: Cameroon (Section 2.1.1.1.), Regulators’ Stakeholder Management & Independence (-) 

Cameroon’s electricity regulator experienced challenges due to their physical location in relation to the 

major industry players. This presented significant challenges for monitoring and relationship 

management193. Alignment between the policymaking authority on energy and the regulator increases 

monitoring effectiveness; however, it is dependent on the state-owned energy entities maintaining 

independence from the Energy Ministry. Political interference in the governance and operations of the 

energy sector could have been reduced by decreasing governmental board members’ power, and 

counterbalancing them with independent members on the regulatory body194; this requires adequate 

political will to ensure that independence is instilled and maintained. 

 

 
192 Electricity Regulation Authority, “Policies: Renewable Energy Investment Guide”. Accessed Online: 

https://www.era.or.ug/index.php?option=com_content&view=article&id=209:policies&catid=100:renewable-energy-

investment-guide  
193 Pierre-Olivier Pineau, “Transparency in the Dark – An Assessment of the Cameroonian Electricity Sector 

Reform” International Journal of Global Energy Issues 23(2-3). February 2005. Accessed Online: 

https://www.researchgate.net/publication/5107336_Transparency_in_the_dark_An_assessment_of_the_Cameroonian

_electricity_sector_reform 
194 Ibid 

https://www.era.or.ug/index.php?option=com_content&view=article&id=209:policies&catid=100:renewable-energy-investment-guide
https://www.era.or.ug/index.php?option=com_content&view=article&id=209:policies&catid=100:renewable-energy-investment-guide
https://www.researchgate.net/publication/5107336_Transparency_in_the_dark_An_assessment_of_the_Cameroonian_electricity_sector_reform
https://www.researchgate.net/publication/5107336_Transparency_in_the_dark_An_assessment_of_the_Cameroonian_electricity_sector_reform
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3.5.3. Non-Legislative Oversight Mechanisms 

 

Case study: HQ and Ontario (Section 2.1.4.1.), Oversight Mechanisms (+) 

The Ontario-Québec PPAs are overseen by the Régie de l’électricité du Québec and the Ontario Energy 

Board (OEB). Both of these entities are independent regulatory bodies advising governments in ensuring 

reliable and sustainable energy sectors.   

 

The Market Surveillance Panel of the OEB is a non-legislative body in charge of investigating electricity 

agreements and making recommendations on compliance with existing market rules. The Panel monitors 

activities and behavior in the Ontario electricity sector, investigates market activities and certain 

companies’ actions, and makes the entirety of its reporting available to the general public in a user-

friendly way. The panel ranks utilities against a series of measures to provide the government and the 

public insights into their performance and encourage utilities and market actors to increase operational 

effectiveness195. Most recently, the Market Surveillance Panel was commissioned following complaints 

by natural gas-fired generators about the new PPA’s impact on existing energy players in Ontario. The 

commission ruled the PPA was compliant with existing regulations.  

 

The incorporation of a non-legislative oversight mechanism has proven to be effective in numerous 

jurisdictions in ensuring smooth operation of the energy sector. This approach overlaps with the Open Data 

tool outlined in 3.5.4. Public Trust and Transparency. Non-legal mechanisms geared explicitly towards 

dispute resolution are also seen in  3.3.3. Dispute Settlement Mechanisms. The global successes in using 

non-regulatory mechanisms to complement legal frameworks demonstrates that these are effective tools 

Tajikistan should consider incorporating into the governance structure. 

 

3.5.4. Public Trust and Transparency  

The buyer and the seller in long-term PPAs should consider making relevant documentation publicly 

accessible, including financial statements, production capacity, and deal term. This improves transparency, 

which increases trust and encourages private investment.  

 

Open information has proved remarkably effective in the post-Soviet context in delivering successful 

reform. Lithuania has recently experienced this with the Open Data Project that was implemented alongside 

Transparency International, to reform their judicial system which was widely perceived as corrupt196. The 

platform provided information publicly regarding judicial activities, spending and timelines for operations. 

In Tajikistan, this could take the form of an Energy Sector Data Platform (echoing what is done by the 

Ontario Energy Board mentioned above), including disclosures on customer segmented tariffs, export 

quantities and generation costs. This would complement reporting and metering reforms and assist in 

promoting information availability. Implementing such a framework domestically would add credibility 

and build trust for bilateral electricity trade negotiations, as well as establish a precedent to be rolled out 

more broadly across the region. 

 

 
195 Ontario Energy Board. “Utility Performance and Monitoring”. Accessed Online: https://www.oeb.ca/utility-

performance-and-monitoring  
196 Transparency International Lithuania, Open Data to Fight Corruption, Case Study: Lithuania’s Judiciary, 

(Lithuania: Transparency International, 2016), P. 3. Accessed Online: https://images.transparencycdn.org/ 

images/2016_OpenData_LithuaniaJudiciary_EN.pdf  

https://www.oeb.ca/utility-performance-and-monitoring
https://www.oeb.ca/utility-performance-and-monitoring
file:///C:/Users/User/Desktop/
https://images.transparencycdn.org/%20images/2016_OpenData_LithuaniaJudiciary_EN.pdf
https://images.transparencycdn.org/%20images/2016_OpenData_LithuaniaJudiciary_EN.pdf


65 

 

In the North American case, in certain instances where projects were facing acute opposition from pressure 

groups and competing industry, the PPA itself was made available to the public in an effort to build the 

necessary trust for the projects to go through.  

 

Case Study: Ethiopia (Section 2.1.1.2.), Governance and Transparency (+) 

Ethiopia’s prominent development role at the heart of the EAPP has been partially driven by the 

promotion of trust in governance through transparency and responsiveness to stakeholders. The 

Government of Ethiopia has been praised by investors for being strongly anti-corruption, with transparent 

bureaucratic processes197. 

 

Case Study: WAPP (Section 2.1.1.4.), Transparency and Reporting (+) 

Against other developing energy markets considered, the WAPP demonstrated strong transparency in its 

documentation available, both in relation to the roles, responsibilities and processes within the 

organization, and the monitoring and progress of the developments of energy integration in the West 

Africa region. This level and detail of reporting, which is attributed to specific institutions in the a 

regional, wholesale electricity market (based on bilateral agreements initially) should be adopted by 

Tajikistan. 

 

3.5.5. Stakeholder Management  

Good stakeholder management requires involving relevant groups, organizations, and potential opponents 

in the decision-making process around PPA negotiations.  

 

Case Study: North America (Section 2.1.4.1.), Stakeholder Management (+) 

The biggest impediment to successful long term PPAs in North America is poor stakeholder 

management. Stakeholder conflicts contribute heavily to failed interconnection and PPA projects. The 

most common triggers tend to be associated visual and environmental impacts, concerns of competing 

industries (often gas), interstate tensions and efforts to leverage such deals for financial and political 

influence198. In the recent HQ-Massachusetts PPA, transmission line extensions in New Hampshire were 

turned down by the state’s public utility regulator (making a PPA impossible) following pressures from 

a stakeholder coalition. Early engagement with key stakeholders in the form of public consultation and 

meetings can pre-emptively mitigate such issues. 

 

Identifying key stakeholders is paramount. Following this, reaching out early, before the agreement design 

is finalized is important, so that understanding can be gained over which elements might trigger concerns. 

Establishing two-way communication during the negotiations, through consultation or by feedback 

mechanisms helps to gauge the nature and importance of concerns. 

 

 

 

 
197 Norton Rose Fulbright, “Ethiopia Investing in the African Electricity Sector: Ten Things to Know” Accessed 

Online: https://www.insideafricalaw.com/publications/ethiopia-investing-in-the-african-electricity-sector-ten-things-

to-know  
198 Swann, Marian, “Managing stakeholder conflicts over energy infrastructure: case studies from New England's 

energy transition” Massachusetts Institute of Technology. 2019. Accessed Online: https://dspace.mit.edu/handle/172 

1.1/123922  

https://www.insideafricalaw.com/publications/ethiopia-investing-in-the-african-electricity-sector-ten-things-to-know
https://www.insideafricalaw.com/publications/ethiopia-investing-in-the-african-electricity-sector-ten-things-to-know
https://dspace.mit.edu/handle/172%201.1/123922
https://dspace.mit.edu/handle/172%201.1/123922
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Case Study: Germany, (Section 2.1.3.1.), Lack of Public Engagement (-) 

Members of the European energy market prioritize renewable energy integration for different reasons: 

as a means to achieve energy security or as a sustainability priority. This divide is largely East-West. 

Germany’s fundamentally-held view of renewable energy as a commercial and sustainable priority has 

caused damage to negotiations with Poland, which holds different political and public views. Limited 

engagement in the other party’s jurisdiction has deteriorated public trust, caused disagreements and costly 

stalled projects, and deteriorated bilateral relations. Bilateral negotiations in this case are highly 

susceptible to public opinion, measured through opinion polling and stakeholder interviews199. This also 

underscores the importance of uniting regional players behind common principles and goals. 

 

Participatory governance structures help foster positive, long-term relationships with communities affected 

by PPA infrastructure or the deal itself. Including community representatives in formal governance 

structures such as advisory boards to the public utility and the regulatory authority should be considered.  

 

3.5.6. Communication and Public Relations 

Effective communication campaigns around the planned agreements can help secure public and key 

stakeholder support. Misinformation and disinformation about the negotiation process or its outcome can 

create undue opposition from stakeholders, delaying and even threatening projects. Pre-emptively 

addressing concerns with effectively targeted public relations campaigns is a cost-effective measure for the 

long-run. 

 

Case Study: HQ (Section 2.1.4.1.), Public Relations (+) 

In many PPA negotiations, HQ has invested considerable amounts of money in a thorough 

communication and public relations strategy to highlight the benefits of new trade agreements in targeted 

regions. The communication strategy typically involves highlighting key facts about the project (low-

cost, reliable, clean and cheap energy exports) to increase public acceptability. In instances where public 

relations were deprioritized, HQ and their trading partners experienced considerable backlash which has, 

in some instances, led to the failure of PPA negotiations. Effectively communicating interconnection 

projects between Tajikistan and neighbouring countries is important for generating public support 

necessary for the success of long-term PPAs. 

 

3.5.7. Industry Standards 

Industry associations are playing an increasingly important role in developing standards and sharing best 

practices200. They provide members with leadership opportunities, advisory services and governance 

support. Associations can play a vital role in regions with poor governance and industry oversight, 

providing incentives for voluntary compliance with international best practices and standards. Industry 

associations represent a novel source of governance in addressing some of the policy challenges faced by 

Tajikistan. 

 

 
199 María de la Esperanza Mata Péreza, Daniel Scholtenb, Karen Smith Stegen, “The multi-speed energy transition in 

Europe: Opportunities and challenges for EU energy security”. Energy Strategy Reviews. Volume 26, November 

2019. Accessed Online: https://doi.org/10.1016/j.esr.2019.100415 
200 Vives, X.“Trade association disclosure rules, incentives to share information, and welfare”. The RAND Journal of 

Economics, (1990). 409-430. Accessed Online: https://www.jstor.org/stable/pdf/2555617.pdf?casa 

_token=_wAWlscNKRYAAAAA:KcQLevuUbMHc2RcZjLb70cThBMqYCD2G_YL64ZCKI7MRUp2r-aSkC-

K1cHcLTb_52meUHM3QdpJix03Y7cg5I3pBk-6kuUejaeKhyGWGxOkvJfii9Qk4 

https://doi.org/10.1016/j.esr.2019.100415
https://www.jstor.org/stable/pdf/2555617.pdf?casa_token=_wAWlscNKRYAAAAA:KcQLevuUbMHc2RcZjLb70cThBMqYCD2G_YL64ZCKI7MRUp2r-aSkC-K1cHcLTb_52meUHM3QdpJix03Y7cg5I3pBk-6kuUejaeKhyGWGxOkvJfii9Qk4
https://www.jstor.org/stable/pdf/2555617.pdf?casa_token=_wAWlscNKRYAAAAA:KcQLevuUbMHc2RcZjLb70cThBMqYCD2G_YL64ZCKI7MRUp2r-aSkC-K1cHcLTb_52meUHM3QdpJix03Y7cg5I3pBk-6kuUejaeKhyGWGxOkvJfii9Qk4
https://www.jstor.org/stable/pdf/2555617.pdf?casa_token=_wAWlscNKRYAAAAA:KcQLevuUbMHc2RcZjLb70cThBMqYCD2G_YL64ZCKI7MRUp2r-aSkC-K1cHcLTb_52meUHM3QdpJix03Y7cg5I3pBk-6kuUejaeKhyGWGxOkvJfii9Qk4
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BT should consider becoming a member of the International Hydropower Association (IHA) to increase 

electricity sector transparency. The IHA has commenced regional involvement through the Small 

Hydropower Plant Association of Kyrgyzstan, which yielded funding of $1M USD201. Tajikistan should 

leverage this opportunity. 

 

The IHA publishes the Hydropower Sustainability Guidelines on Good International Industry Practice 

(HGIIP) detailing best practices on a range of environmental, social and governance topics202. It also 

provides its members with the Hydropower Sustainability Tools (HST) which focuses on governance best 

practices around transparency, integrity, accountability and compliance. The IHA provides certified user 

training on these standards203. The IHA also awards recognizing companies, incentivizing compliance and 

cooperation among members. Furthermore, The Clean Energy Systems Knowledge Network allows IHA 

members to build and share knowledge on hydropower through essential resources, briefings and case 

studies from across the world.  

 

By joining IHA, BT would improve its reputation worldwide, signalling better governance and increased 

transparency, improving its standing with new trading partners and increasing the potential of long-term 

PPAs in the region. 

 

 
201 Smart Water Magazine, “IHA welcomes Small Hydropower Plants Association of Kyrgyzstan as affiliate 

member”. March 6, 2020. Accessed Online: https://smartwatermagazine.com/news/ international-hydropower-

association/iha-welcomes-small-hydropower-plants-association 
202 International Hydropower Association (2018). “Hydropower Sustainability Guidelines”. Available at: https:// 

www.hydropower.org/sites/default/files/publicationsdocs/hydropower_sustainability_guidelines_may_2020.pdf 
203 International Hydropower Association, “Training”. Available at: https://www.hydropower.org/training 

https://smartwatermagazine.com/news/international-hydropower-association/iha-
https://smartwatermagazine.com/news/international-hydropower-association/iha-
https://www.hydropower.org/training
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4. Policy Proposal & Recommendations 

4.1. Recommendations 

Recommendations contained within this report are based on best practices from global case studies. Policy 

transferability is of fundamental importance, which is why we have aimed to identify instances where there 

is circumstantial similarity to the Tajik context. The table below provides an actionable plan for 

implementation. For the reader's benefit, the following three recommendations can be taken as the 

fundamental action points for Tajikistan's successful negotiation of long-term PPAs with Afghanistan, 

Pakistan and Uzbekistan: 

 

1) Develop a Negotiations Plan (Draft Negotiations Plans): Thorough preparation is fundamental for 

successful and mutually beneficial bilateral agreements. Preparation is not a generic term, it requires: 

● Assessing the terms and conditions that Tajikistan would be prepared to accept and concede to 

attain an agreement. 

● Gathering information on the interests and constraints of future counterparties.  

● Identifying assumptions and assessing concurrent interests, whether in trade, water management 

or security. 

● Identify new individuals to join the negotiations team beyond current personnel. 

 

Negotiations preparation should go hand-in-hand with legal clause preparation. A list of preliminary 

clauses, including suggested dispute settlement mechanisms, have been included in Section 3, and are 

summarized in a practical tool (Risk Matrix), providing a starting point for Tajikistan to build on in 

preparing for PPA negotiations. Determining the domestic risk appetite for each clause, as well as which 

trading party is most apt to mitigate each liability will inform Tajikistan’s negotiation stance.  

 

Relevant case studies: Canada (Churchill Falls), EAPP (Ethiopia), WAPP 

2) Determine the Export Tariff Structure: The central goal of the export tariff methodology should be 

full cost recovery for Tajikistan. This requires to:   

● Adopt a dual tariff structure including a capacity charge and energy charge, as it is the most cost 

reflective of energy generation and is increasingly being used worldwide. The capacity charge 

reflects the opportunity cost of making electricity generation available to an export partner 

(especially at peak hours). The energy charge covers average costs associated with the amount of 

electricity traded. This methodology mirrors ongoing reforms in Tajikistan’s domestic tariffs, 

which will allow for incremental tariff increases for cost-recovery. This tariff structure will also 

enable easy transition to an eventual market-based system once the region’s electricity network 

becomes more integrated. 

● Evaluate recent collection and loss reductions reforms for effectiveness, to ensure both domestic 

and export tariffs are truly cost reflective, decreasing reliance on government subsidies for the 

sector.  

● Ground capacity commitments for exports in careful assessments of domestic demand trends, and 

consider protecting domestic consumers from winter energy shortages through the application of 

Hydro-Québec’s Heritage Pool Framework. 

● Cross-subsidization through price discrimination should be approached with caution and avoided 

with possible. Revenues from exports should be managed separately so that domestic and export 

tariffs are not directly linked to one another. This will allow for reduced exposure to fluctuations 

in export levels and prices. 
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Relevant case studies: WAPP, EAPP, Canada-US, Europe, LATAM 

3) Commence Regional Integration & Stakeholder Management: If Tajikistan remains committed to the 

CAR's long-term aim of establishing a regionally integrated electricity market, then the opportunity should 

be seized to instigate regional integration alongside bilateral agreements. This requires Tajikistan to:  

● Commence dialogue with a small number of countries regarding regional integration alongside 

PPA negotiations through CAREC, the most established regional organization. Proactively 

engaging a broader set of counterparts while conducting bilateral negotiations ensures agreements 

follow commonly agreed-upon market principles and are consistent with future developments. 

● Create an energy-specific branch under CAREC, which will be made of member countries, but 

which will be entirely independent from any one country’s energy sector. This branch should be 

charged with creating template agreements, market principles and participation policies. An 

independent regulator should also be created to oversee regional energy agreements and avoid 

politicization of governance structures. 

● Join the International Hydropower Association (IHA) to leverage their global cooperative 

platform, central sources of information, expert committees, training and fast response support. 

IHA is known to set the industry’s best practices around governance planning. 

● Launch an open data platform, disclosing signed agreements, production capacity and financial 

statements in order to signal the seriousness of ongoing governance reforms to export partners. 

This will increase transparency, a paramount step in creating trust in the region. 

 

This proactivity will provide Tajikistan with a first mover advantage in setting the region’s agenda, 

ensuring regional developments align with domestic aspirations and yield mutually beneficial outcomes. 

 

Relevant case studies: CAPP, WAPP, EAPP, Canada-US, Thailand-Lao PDR, Europe, LATAM 

 

Detailed explanation and rationales for these three action areas are outlined below. A clear action plan for 

Tajikistan to follow is presented in the following section (4.2. Action Plan). 

 

Legal Recommendation: Negotiations Preparation 

Negotiations frameworks should be prepared for each potential bilateral agreement to determine Tajikistan's 

explicit interests and how they could be combined with those of neighbouring countries. Preliminary 

negotiation plans have been prepared for each country on this basis (Appendix F), but these should be 

extrapolated, expanding on opportunities, assumptions and details as much as possible; this is a proven 

method through which to achieve a mutually beneficial, effective, long-term agreement for both parties. 

 

Alongside explicit negotiation preparation, Tajikistan's preferences for each of the relevant legal clauses in 

the PPAs should be considered. For example, granular specification on the relevant dispute settlement 

frameworks can protect the bilateral relationships when disputes inevitably arise. The analysis included in 

this report indicates that the UNCITRAL arbitration rules (as seen in the Laos PDR NT2 PPA Case Study) 

may best serve Tajikistan’s purposes. If future development projects are undertaken to improve or increase 

transmission networks, then the use of ICSID for disputes may also prove useful. The International Centre 

specializes in investor-state disputes, so it would be best used where privatization of one component of the 

Tajik energy industry is intended, which will then be the entity holding the relevant PPA with a foreign 

government. This report highlights the legal clauses and risk mitigation techniques which should be 

incorporated for a productive PPA (Section 3.3.1.); however, preparation is required to ensure that 
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Tajikistan predetermines their negotiation position, and what format would best suit particular 

circumstances. Specifications have been provided and tailored to the region as much as possible, including 

credit risk management, compliance, termination, Force majeure, and transmission risk mitigation. 

 

Economic Recommendation: Determine Export Tariffs Structure 

Tajikistan’s domestic tariff reforms break out fixed and variable cost components to create cost-reflective 

tariffs and a two-tier charging structure. This capacity based, flexible approach to export tariffs should be 

adopted for bilateral export PPAs. The capacity and energy charge assist in avoiding stringent take-or-pay 

clauses covering the entire capacity committed, which might disadvantage either the buyer or seller 

(depending on credit or liquidity status, as well as unforeseen disruptions to electricity provision). The 

capacity approach also reduces exposures to demand fluctuations for producers, which is inefficient. 

 

Direct cross-subsidization, either of domestic or export tariff should be discouraged. Currently, the interim 

domestic tariff methodology includes export revenues as a mechanism to reduce domestic tariffs. 

Tajikistan’s express inclusion of export revenues in the domestic methodology introduces additional risks, 

as fluctuations in export revenues might impact domestic rates.  

 

Although less likely, domestic tariffs should also not be used to provide export partners with lower export 

tariffs. This means that future formulae for the export tariffs should not attribute any weight to the domestic 

revenues. These separations are a key risk mitigation tool to reduce price volatility. 

  

Thorough evaluation of the cost accuracy of the domestic tariff structure, including metering and loss 

reduction techniques, is fundamental prior to determining export tariffs. Without this accuracy and 

evaluation, tariffs will not be cost-reflective. 

  

This tariff is proposed based on a number of African case studies which indicate the inefficiencies of fixed 

quantity tariff structures. The formula tariff structure was seen in the North American context, in some 

instances used by Hydro-Québec, as well as in the Nordic market, which utilized an hourly-level of pricing 

granularity for the following 24-hour period; it is better suited to highly integrated markets where there are 

numerous purchasers and the capacity and demand for real-time pricing information.   

 

As a more integrated market is established in the CAR, this flexible, capacity-based tariff structure will 

facilitate transition to a notification framework similar to that seen in WAPP, where the regulator is notified 

daily of unused capacity. This facilitates identification of potential efficiencies, as well as taking a step 

towards eventual advanced market integration, as seen in North America, where regulators are notified 

when capacity is being utilized by a specific purchaser (an integrated capacity market). 

  

Tariff considerations for exports should be discussed alongside issues such as water management or 

counter-electricity provision in the short-term where Tajikistan may continue to face winter shortages until 

the new hydroelectricity capacity is fully operational. These seasonality and complementary considerations 

could influence the willingness of counterparties to accept lower tariffs or premium amounts. 

 

Governance Recommendation: Commence Regional Integration & Stakeholder Management 

Regional energy management should be considered a top priority for Tajikistan as it continues to engage 

with neighbouring countries to forge bilateral PPAs. Leading conversations around formalizing regional 

governance arrangements through CAREC will signal Tajikistan's commitment in working towards 

regional economic cooperation and more specifically the future of energy integration in the CAR. 
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Governance arrangements should include discussions about joint ownership, specific member and 

representation quotas in the regulatory body, decision-making committees and general staff body, in 

addition to discussion around the future of energy governance.  

Having a first mover advantage in setting the agenda, Tajikistan can include elements such as regional 

objectives, phases of development, the regional transmission tariff methodology, transmission capacity 

disclosures, market rules and a decision on where the headquarters should be housed. Not only would these 

conversations help the CAR as a whole, but would greatly help inform Tajikistan’s preparations for further 

PPA negotiations. Commencing these discussions and establishing timelines for the agreement and 

establishment of these fundamental working documents are definitive steps that can be taken to ensure 

progress in regional integration. 

Collectively establishing overarching operating principles such as transparency, efficiency and sound 

governance will assist the region’s future operations, and mean that Tajikistan can imbue future negotiations 

and agreements with the same principles which are put forward for the regional governance body. This 

report proposes that CAR’s regional integration should be premised on the four following principles: 

1. Strong States First 

2. Collective Energy Security 

3. Complementarity 

4. Driven by Global Best Practices 

An independent regulator should be established to ensure administrative independence from any individual 

country's energy sector. This will help mitigate politicization and allow for access, fair tariffs, and/or price 

harmonization. 

As part of the governance efforts, due consideration will need to be given to stakeholder management. This 

is important for incrementally strengthening regional integration, PPA negotiations, and for future 

privatization opportunities. Following due processes and international standards can help mitigate opposing 

risks. Such practices should take place prior to any PPA negotiations. Polling domestic audiences for 

bilateral negotiations and the subsequent changes to capacity and tariffs can form a strong understanding 

of how Tajikistan would go about securing bilateral agreements with public consent and buy-in.   
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4.2. Action Plan 

Legal Recommendations: Action Plan 

Action Steps 

Negotiations 1) Prepare detailed negotiations plans in advance of entering discussions with each 

potential trading partner, and verify all assumptions as negotiations commence. 

2) Commence multiple negotiations at once if resources allow. 

3) Bring in new individuals to join the negotiations team beyond personnel 

involved in annual Uzbekistan and Pakistan negotiations. 

International 

Organization 

Membership 

1) Partner with the International Hydropower Association or the Edison Electric 

Institute (EEI) to receive expert legal guidance on industry standards and best 

practices on long-term PPAs. 

Risk Matrix 1) Build a Risk Matrix (Figure 12, Legal Section) clearly allocating risks between 

buyer and seller prior to negotiations, to ensure risks are allocated to the trading 

party best equipped to manage them.  

Familiarity with 

legal requirements, 

trading partners 

laws and regulation 

1) Review future partner’s trade statutory laws and regulations to pre-empt 

negotiation roadblocks and avoid delays. 

2) Review legal requirements of future trading partner, such as domestic least cost 

consideration, in-state production requirements and environmental assessments 

before engaging in negotiations. 

Liability Protections 1) Allocate responsibility for transmission line maintenance and security 

separately from the other legal clauses. This could include incorporation of 

IHA’s sustainability tool to ensure maintenance of existing assets. 

Force Majeure 

clauses 

1) Devise Force majeure clauses that take domestic, regional, and global contexts 

into perspective.  

2) Extraordinary events such as pandemics will need to be included for flexibility 

in meeting obligations or renegotiating terms. Domestic demand needs to 

supersede regional obligations.  

Dispute Settlement 1) Agree on terms for dispute resolution in advance of disputes arising. 

2) Use joint fact-finding (JFF) frameworks to establish shared facts.  

3) Use the International Centre for Settlement of Investment Dispute (ICSID) if 

future privatization is being considered. 

4) Utilize a three-stage dispute settlement mechanism: 

(i) Standing Committee of two representatives. 

(ii) Panel of 3 neutral experts making binding decisions. 

(iii) Refer the case for arbitration at a specified location under specified rules 

e.g. UNCITRAL.  

5) Address responsibility for maintenance, security and dispute settlement 

mechanisms around the transmission lines under CASA-1000 that run to 

Pakistan through Afghanistan separately. 

Future Privatization 1) Part of the aim of long-term PPAs is to attract private investment. PPAs will be 

more bankable with strong regulatory frameworks. Introducing a waterfall 

regulatory system of electricity expenditures whereby expenses and creditors 
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are categorized, indicating payment priorities for governments, is an attractive 

structure for private investors. 

 

 

Economic Recommendation: Action Plan 

Action Steps 

Transparency to 

maximize mutual 

agreement potential 

 

1) Share relevant data about electricity provision and pricing to increase the 

likelihood of data transparency from other countries. 

2) Prepare agreement frameworks in advance: 

● Put forward potential agreement solutions in negotiations. 

● For example, with Uzbekistan: supporting capacity building in irrigation 

efficiencies; supporting cascade dam constructions or storage facilities in 

combination with counter benefits such as winter natural gas provisions 

may unlock larger export quantities for a longer period of time.  

Tariffs 1) Finalize the domestic tariff structure. The cost structure should be utilized for 

export tariffs once proven to be accurate.  

2) Evaluate collection and loss reduction reforms for effectiveness, to ensure that 

the costs are accurately reflected in the domestic tariffs. 

3) Utilize both a fixed capacity charge and a variable energy charge. 

4) Avoid direct cross-subsidization. Consider indirectly supporting affordable 

domestic prices; excess profits from one group should be held in a ring-fenced 

account with determination of how to utilize the money carried out separately. 

This will allow for reduced exposure to fluctuations in export levels and prices. 

5) Avoid take-or-pay clauses for the full capacity provision where possible 

(utilizing a capacity & energy charge structure instead). If take-or-pay 

mechanisms are considered, “softening” clauses should also be included, such 

as “supply and demand default”, “make-whole” and carry forward provisions. 

6) Avoid “quid-pro-quo” arrangements where a low-price regime for the buyer is 

agreed upon in return for financial protection from losses and access to capital 

for the generating entity. Energy should be priced according to market 

principles. 

7) Include parties who would be involved in a future regionally integrated network 

to ensure the proposed tariff arrangements comply with future frameworks. 

Term, Length, and 

Renewal Clauses 

1) Ground terms and length of the PPA in projections of domestic demand trends. 

Consider Hydro-Québec’s Heritage Pool framework to ensure the reliability of 

domestic supply. 

2) Use a conservative planning approach for capacity commitment (taking 

historical records of watershed prediction to establish the planning baseline). 

3) Renewal Clauses: Prepare financial projections of prices, revenues and costs to 

the expiry date of the renewed contract. This formula should include as 

prerequisites: major capital replacement costs and repairs; escalations in 

operating cost; the loss of potential taxation shielding. 

Credit Risk 1) Assess the strength of mitigation that a sovereign guarantee provides for each 

counterpart. Tajikistan has just commenced the use of escrow accounts in 

certain instances; this should be utilized as standard practice for all export and 

trade agreements.  
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2) Assess current credit and other derivatives risks practices against the 

International Swaps and Derivatives Association’s (ISDA) to identify areas for 

future reform to align with industry best practices. 
 

 

Governance: Action Plan 

Action Steps 

Developing the 

domestic sector and 

preparing for 

regional integration 

 

1) Utilize standardized PPA templates, which will reduce advisory service costs 

and delays, and increase the likelihood of broader regional adaptation. 

2) Consider making newly signed long-term PPAs and relevant documentation 

publicly accessible as this increases trust and encourages private investment. 

Documentation can include: (i) financial statements; (ii) production capacity; 

and (iii) agreed-upon term deals. 

Industry Standards 

and Best Practices 
1) Acquire membership of the International Hydropower Association (for BT) to 

leverage their cooperative platform and strategic insight on long-term energy 

sector development, including access to central sources of industry information, 

expert committees, training and fast response support. 

2) Follow the IHA Sustainability Guidelines on Good International Practice 

(HGIIP) and use the Hydropower Sustainability Tools (HST) in governance 

planning. 

3) Enroll BT executives in IHA certified user training on these standards. 

Governance Body 1) Establish a surveillance panel or regional office to oversee the agreements, 

charged with officially investigating complaints on signed agreements. 

2) Consider practical arrangements for the future independent regulator, including 

location (ensuring proximity to headquarters of major players), and 

independence of the staff from the energy sector entities who are being 

monitored. 

3) Allow for harmonization of access, tariffs, and/or prices, in the absence of a 

neutral regulator.  

Regional Energy 

Management 
1) Although already happening, place greater urgency on conversations to 

formalize regional governance arrangements (through CAREC), with joint 

ownership, specified memberships and representation quotas from each 

country. 

2) Engage partners in dialogue around future regional energy governance. At a 

minimum this should include regional objectives, phases of development, a 

regional transmission tariff methodology, capacity disclosures, market rules and 

a headquarters agreement. 

3) Prioritize conversations with regional partners on common principles for future 

market operations to help inform the preparation of regional PPA templates. 

Principles such as transparency, efficiency, cost recovery and non-

discrimination should also be established for operating practices. 

4) Consider creating regional trade zones, with a smaller group of states initially 

to allow for the establishment of norms. 
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Transparency and 

Stakeholder 

Management 

1) Launch a domestic Energy Open Data Platform to increase transparency and 

build trust.  

2) Hold consultations with relevant stakeholders prior to starting negotiations to 

identify and pre-emptively mitigate potential opposition and roadblocks. 

3) Consider a public relations campaign, explaining the details of the arrangements 

to key stakeholders and the larger population. 

Figure 19: Proposed Action Plan  

 

4.3. Conclusion  

Tajikistan’s challenge over the coming decades is not one of natural resources but, rather, one of institutions 

and their governance. The country must develop institutions that value openness and transparency, generate 

resilience to external shocks and seek the benefits of energy security for the region as a whole. Foreign 

experiences can be incorporated into a forward-looking strategy but continued understanding of the 

domestic and regional context will prove invaluable in the energy export sector. 
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Appendices   

Appendix A: Contextual Information 

A.1. Tajikistan Context  

Tajikistan is a landlocked country in Central Asia with a population of 9.1 million204. It gained 

independence in 1991 following the collapse of the Union of Soviet Socialist Republics (USSR)205. Tajik 

is the official language and is widely used across the country, although many people also utilize Russian in 

daily communications206. The Tajik Somoni (TJS) currency was introduced in 2000. 

 

 

Figure 20: Map of Tajikistan and Neighbouring Countries 

A.1.1. Historical and Political Context 

Tajikistan is a presidential republic which has undergone significant change in the last thirty years, 

emerging as a former communist state and surviving a devastating civil war. President Emomali Rahmon 

has held office since 1994. The most recent parliamentary elections resulted in the ruling People’s 

Democratic Party obtaining 47 of 63 seats in March 2020207. The political landscape is “relatively stable”208. 

Notable political developments include a 2016 referendum which implemented constitutional changes, such 

as abolishing term limits for the presidency and preventing political parties forming on regional bases209. 

Tajikistan’s international relations are characterized by tensions with the Kyrgyz Republic and Uzbekistan, 

alongside reliance on China and Russia for foreign aid and remittance payments.  

 

 

 
204 Government of Tajikistan, “Agency on Statistics Under the President of the Republic of Tajikistan”, Accessed 

Online April 2020: https://www.stat.tj/en/  
205 Nourzhanov, Kirill, and Christian Bleuer. “Tajikistan : A Political and Social History”. Asian Studies Series, V. 5. 

Canberra, Australia (Australian National University E Press, 2013).  https://doi.org/10.26530/OAPEN_459996  
206 Oishimaya Sen Nag, “What Languages are spoken in Tajikistan” (World Atlas, 2017) Accessed Online, June 

2020. Accessed Online: https://www.worldatlas.com/articles/what-languages-are-spoken-in-tajikistan.html  
207 Central Asian Bureau for Analytical Reporting, “2020 Parliamentary Elections in Tajikistan: The Most 

Predictable and Smooth,” March 13 2020, Accessed Online: https://cabar.asia/en/2020-parliamentary-e”lections-in-

tajikistan-the-most-predictable-and-smooth/  
208 MarketLine Country Profile Series, “Tajikistan In-Depth PEST Insights,” Report Code ML00003-045, November 

2019, Accessed Online. P.1 
209 MarketLine Country Profile Series, “Tajikistan In-Depth PEST Insights,” Report Code: ML00003-045, Published 

November 2019, Accessed Online. P. 9 

https://www.stat.tj/en/
https://doi.org/10.26530/OAPEN_459996
https://www.worldatlas.com/articles/what-languages-are-spoken-in-tajikistan.html
https://cabar.asia/en/2020-parliamentary-e
https://cabar.asia/en/2020-parliamentary-e
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Governance and Transparency 

The World Bank reports on various governance indicators for over 200 countries globally. Tajikistan’s 

governance indicators are as follows (percentile ranking 2018)210211: 

● Government Effectiveness:  12.02 

● Regulatory Quality:  12.50 

● Rule of Law:  7.69 

● Control of Corruption:  6.25 

 

The above indicators demonstrate that against the other 200 countries surveyed, Tajikistan’s performance 

is relatively poor. Of particular concern is the corruption indicator which will signal to investors and export 

partners that there will be additional costs to operate in Tajikistan. World Bank reform efforts such as 

improved reporting and accountability mechanisms may produce increased confidence from trading 

partners. 

 

A.1.2. Economic and Energy Context 

Tajikistan’s economy was integrated into the USSR’s 

centrally planned system (1917-1991). Today's partial 

reliance on Russian remittances has followed years of 

protectionist policies. Economic growth has been correlated 

with Russia's path, as well as commodity prices (specifically 

aluminum and cotton). Economic growth is expected to 

continue, driven by industrial production, exports212, and 

investment in public infrastructure213. Standard monetary 

policy tools are largely ineffective because of weak 

institutional capacity and an underdeveloped financial 

system214.  

 

Tajikistan remains one of the poorest countries in the region: 

27.4% of the population were below the poverty line in 

2018215. Successful establishment of new hydropower 

export agreements has the potential to greatly improve the 

economic stability and quality of life in Tajikistan. 

 

Fiscal Policy and Inflation 

Recent fiscal expansions including Rogun HPP’s construction, increased Tajikistan’s fiscal deficit to 4% 

of GDP (2018). Inflation hit a record low (1.8%) in 2018 down from prior years averages of around 9%, 

 
210 MarketLine Report P.14 
211 The percentile ranking indicates the percentage of countries (of 214) which rank worse than Tajikistan in the 

given indicator i.e. Tajikistan is better than 12.02% of countries with respect to government effectiveness. 
212 Economist Intelligence Unit, “Country Report Tajikistan” Accessed Online, June 2020. Accessed Online: 

http://country.eiu.com/(F(k4-HO7x7qbLz5W9Bkqz0H_I55DMunE2WEn-D8CjGyJyXQMhmgOeW0BWlrr 

CyJcmj4iaP8c6VSq9IDEU4lq_fpyctFcv_PEMcdWl-M12QFKM1))/Tajikistan  
213 The World Bank, “Program Information Document” P. 3 
214 Economist Intelligence Unit, “Country Report Tajikistan” Accessed Online, June 2020.  
215 Asian Development Bank, “Poverty Data: Tajikistan”. 2020. Accessed Online: 

https://www.adb.org/countries/tajikistan/ poverty 

Figure 21: Economic Snapshot of Tajikistan 

http://country.eiu.com/(F(k4-HO7x7qbLz5W9Bkqz0H_I55DMunE2WEn-D8CjGyJyXQMhmgOeW0BWlrr%20CyJcmj4iaP8c6VSq9IDEU4lq_fpyctFcv_PEMcdWl-M12QFKM1))/Tajikistan
http://country.eiu.com/(F(k4-HO7x7qbLz5W9Bkqz0H_I55DMunE2WEn-D8CjGyJyXQMhmgOeW0BWlrr%20CyJcmj4iaP8c6VSq9IDEU4lq_fpyctFcv_PEMcdWl-M12QFKM1))/Tajikistan
https://www.adb.org/countries/tajikistan/%20poverty
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mainly due to agricultural production216. However, debt sustainability poses a challenge to development; 

total public debt has reached 51.2% (2017)217 

 

Key Industries & Trade Partners 

Tajikistan’s top exports include raw aluminum, lead ore and raw cotton. Tajikistan’s three major export 

partners in 2018 were Kazakhstan (27.9%), Turkey (25.8%) and Uzbekistan (14.5%). Primary imports 

include wheat, petroleum gas and refined petroleum218. The three major import partners were Russia 

(30.8%), China (18.9%) and Kazakhstan (17.1%)219. 

 

Energy 

As seen in Figure 22, Tajikistan has a diversified 

energy mix, with high dependence on hydro 

production. Hydroelectric power plants (HPPs) 

contribute 94% of annual domestic energy 

production220. The country has no significant oil 

or natural gas reserves, unlike neighbouring 

countries. High extraction cost for existing coal 

reserves has contributed to the industry’s 

underdevelopment. Most of the HPPs are located 

on the Vakhsh River, the flow of which is 

primarily driven by seasonal glacial and snow 

melting221.  Although Tajikistan imports high 

levels of petroleum, the country has reported net 

electricity exports since 2010: 2.4 MWh in 

2018222223.  

 

Energy Supply  

Electricity supply comes from various power plants (Appendix G: Tajikistan HPPs). Production is exposed 

to strong seasonality, with considerable summer surpluses and winter shortages. Power supply deficits 

range from 2.2 to 2.5 Bn kWh during the winter224. For a number of years, Tajikistan had a phased power 

supply system, making it available only 10 hours/day (outside of the capital Dushanbe). With limited 

storage capacity, decreased winter river flows impede economic development; winter electricity shortages 

are said to lead to annual economic losses of $200 million USD (approximately 3% of GDP)225.  

 
216  The World Bank, Program Information Document P. 3 
217 Economist Intelligence Unit, “Country Report Tajikistan” Accessed online, June 2020. http://country.eiu.com/(F 

(k4-HO7x7qbLz5W9Bkqz0H_I55DMunE2WEnD8CjGyJyXQMhmgOeW0BWlrrCyJcmj4iaP8c6VSq9IDEU 

4lq_fpyctFcv_PEMcdWl-M12QFKM1))/Tajikistan   
218 Observatory of Economic Complexity (OEC), “Country Profile: Tajikistan”. Accessed Online: 

https://oec.world/en/profile/country/tjk/  
219 MarketLine Report, P.22 
220 World Bank, “Program Appraisal Document on a Proposed Grant”, World Bank Database, November 2019, 

Report No: PAD3330, World Bank Energy & Extractives Global Practice Europe And Central Asia Region  
221 World Bank, “Final Reports Related to the Proposed Rogun Dam Released” Accessed Online: 

https://www.worldbank.org/en/country/tajikistan/brief/final-reports-related-to-the-proposed-rogun -hpp  
222 Government of Tajikistan, “Electricity output, sale and consumption, 1991-2018”, Agency on Statistics Under 

President of the Republic of Tajikistan, Accessed April 2020, https://www.stat.tj/en/tables-real-sector  
223 Observatory of Economic Complexity (OEC), “Tajikistan Country Profile”. Accessed Online: 

https://oec.world/en/profile/country/tjk/#Imports  
224 PricewaterhouseCoopers, 2016. 
225 Daryl Fields, Artur Kochnakyan, Gary Stuggins, John Besant-Jones, "Tajikistan’s Winter Energy Crisis: 

Electricity Supply and Demand Alternatives," World Bank, Washington, DC, November 2012, Accessed Online: 

https://openknowledge.worldbank.org/handle/10986/17149  License: CC BY 3.0 IGO. 

  
Figure 22: Tajikistan’s Energy Mix 

http://country.eiu.com/(F%20(k4-HO7x7qbLz5W9Bkqz0H_I55DMunE2WEnD8CjGyJyXQMhmgOeW0BWlrrCyJcmj4iaP8c6VSq9IDEU%204lq_fpyctFcv_PEMcdWl-M12QFKM1))/Tajikistan
http://country.eiu.com/(F%20(k4-HO7x7qbLz5W9Bkqz0H_I55DMunE2WEnD8CjGyJyXQMhmgOeW0BWlrrCyJcmj4iaP8c6VSq9IDEU%204lq_fpyctFcv_PEMcdWl-M12QFKM1))/Tajikistan
http://country.eiu.com/(F%20(k4-HO7x7qbLz5W9Bkqz0H_I55DMunE2WEnD8CjGyJyXQMhmgOeW0BWlrrCyJcmj4iaP8c6VSq9IDEU%204lq_fpyctFcv_PEMcdWl-M12QFKM1))/Tajikistan
https://oec.world/en/profile/country/tjk/
https://www.worldbank.org/en/country/tajikistan/brief/final-reports-related-to-the-proposed-rogun%20-hpp
https://www.stat.tj/en/tables-real-sector
https://oec.world/en/profile/country/tjk/#Imports
https://openknowledge.worldbank.org/handle/10986/17149
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Energy Demand 

Significant amounts of energy are lost (as 

indicated by Figure 23); consequently, 

improved metering and infrastructure are 

fundamental to development.  Households 

are the major consumer segment in 

Tajikistan, with access for 99.3 percent of 

the population (2017)226. Demand 

correlates with local temperatures.  

 

The industrial sector accounts for 22.3% of 

electricity consumption (Figure 23), 

although PwC reported industrial usage of 

41% of total energy consumed (2016). The 

state-owned company Tajik Aluminum 

Company (TALCO) consumes almost all 

of the industrial sector energy. 

 

The Tajik Ministry of Energy and Industry has estimated that Tajikistan’s generation potential is 527 Billion 

kWh/year, more than three times the consumption in Central Asia227. 

A.1.3. Legal Frameworks 

The energy sector’s regulatory framework has a number of intertwined components, creating a complex 

environment which foreign investors may find challenging to navigate. The overarching Law on Energy 

provides legal authority for regulatory bodies including the Ministry of Energy and Water, and the Ministry 

of Industry and New Technologies. However, the exact regulatory functioning of each governmental body 

is not explicit; despite reforms, jurisdictions and roles lack clarity. Regulators’ independence has also been 

questioned and institutions’ politicization poses challenges to private investment228. Reform plans, such as 

the Financial Recovery Plan for BT (the state-owned energy company) continue to tackle these issues. 

A.1.4. Energy Sector Governance 

Responsibility for regulation is shared among governmental agencies, with the Ministry of Energy and 

Water at the centre. The Government of Tajikistan retains tariffs review powers, receiving proposal 

submissions from all energy companies and recommending approval to the Cabinet of Ministers. Energy 

planning and policymaking are delivered through the state-owned and vertically integrated company BT. 

An Open Joint Stock Company is easier to transfer to private ownership than a state unitary enterprise, 

enabling future privatization. Joint Stock companies also carry valuable reputations due to formalized 

operations procedures229. BT is responsible for approximately 95% of the total power generation in the 

country230.  

 

 
226 World Bank, “Access to electricity (% of population)” Accessed Online: 

https://data.worldbank.org/indicator/EG.ELC.ACCS.ZS?end=2017&locations=TJ&start=1999&view=chart  
227 Department of Commerce, "Tajikistan - Energy," February 16 2019, United States Government. Accessed Online: 

https://www.export.gov/apex/article2?id=Tajikistan-Energy  
228 PricewaterhouseCoopers, 2016.  
229 Chamber of Commerce and Industry of the Republic of Tajikistan, “Business Guide of the Republic of Tajikistan 

2014,” Accessed Online: http://tpp.tj/put2011/about_establish_company_eng.htm  
230 Central Asian Regional Economic Cooperation Program, PricewaterhouseCoopers, “Country Report - Tajikistan” 

Accessed Online: https://www.carecprogram.org/uploads/CAREC_TA8727_CountryReport_Tajikistan.pdf  

 
Figure 23: Tajikistan Domestic Consumption Mix 

https://data.worldbank.org/indicator/EG.ELC.ACCS.ZS?end=2017&locations=TJ&start=1999&view=chart
https://www.export.gov/apex/article2?id=Tajikistan-Energy
http://tpp.tj/put2011/about_establish_company_eng.htm
https://www.carecprogram.org/uploads/CAREC_TA8727_CountryReport_Tajikistan.pdf
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Figure 24: Tajikistan’s Energy Sector Structure 

*25-year concession agreement established for the GBAO 

**A request for proposals is currently out with an appointment of a private management entity for the entire 

distribution network anticipated by the end of 2020. 

 

Hydroelectricity Generation 

BT owns and operates many of Tajikistan’s HPPs (Appendix G: Tajikistan HPPs). Rogun HPP (under 

construction), Nurek HPP, Sangtuda-1 and Sangtuda-2 are the largest hydropower plants in the country. 

The Sangtudas are owned and operated by privately owned firms (primarily Iranian and Russian ownership) 

who have 20-year PPAs with BT. Rogun HPP is owned by the legally independent RJSC, which also 

provides electricity to BT, although it is only partially operational as construction is ongoing. 

Pamir Energy company (PEC) is a private business that operates generation, distribution and transmission 

in the north-eastern autonomous region of Tajikistan under a 25-year concession agreement. Pamir Energy 

is independent of the government and offers electricity to approximately 245,000 consumers231232. 

Transmission & Distribution 

Tajikistan’s electricity sector consists of three separate regionally divided electricity systems: the northern 

region, the southern region and Gorno-Badakhshan Autonomous Oblast (GBAO) in the east. The energy 

sector is unbundled, with legally separate transmission and distribution entities (established under the BT 

holding company), which were created in 2019. Shabakahoi Intiqoli Barq (SIB) Open Joint-Stock Company 

(OJSC) is the state-owned electricity transmission company and Shabakahoi Taqsimoti Barq (STB) OJSC 

 
231 PricewaterhouseCoopers Report, 2016. 
232 World Bank, “Program Appraisal Document on a Proposed Grant, November 2019”, Report No: PAD3330, 

World Bank Energy & Extractives Global Practice Europe And Central Asia Region   
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is the distribution company233. Despite the unbundling efforts, BT still retains significant control over the 

entire sector. There are currently no plans to privatize the entities and it has been indicated that BT will 

remain the manager of Tajikistan’s power system for at least the next 3-5 years234. That said, a request for 

proposals has been published for a management contractor for the distribution network, with an 

appointment decision anticipated by the end of 2020. 

 

Energy Exports 

Target Export Markets have been explicitly considered. Long-term (15-year) PPAs are being established 

under CASA-1000 (such as the 2015 Tajikistan-Pakistan agreement), but Tajikistan aspires to agree long-

term bilateral PPAs outside of this network. PEC also has a long-term PPA for exports to Afghanistan. 

Other agreements are made on an annual, more informal contractual basis, similar to memoranda of 

understanding. With Afghanistan (other than PEC’s agreements), pricing is under a long-standing 

agreement, with capacity commitments reviewed annually. Both price and capacity are renegotiated 

annually for exports to Uzbekistan. 

 

Regulatory Oversight 

As part of the energy sector reforms approved in June 2019, the Anti-Monopoly Committee (AMC, under 

the anti-monopoly service) has been instituted as a temporary regulator, with a group of engineers, lawyers, 

economists and financial experts established to oversee BT’s operations. Under the 2019 restructuring 

plans, an independent regulator will be established to replace the AMC. It is anticipated that this will take 

place in the distant future, as the first stage of the restructuring plan requires the establishment of new 

domestic energy tariffs, which depends on the reallocation of fixed assets between the existing generation 

entity and the newly established transmission and distribution entities SIB OJSC and STB OJSC235.  

 

The National Development Strategy of Tajikistan 2030: Power Sector Goals 

The Government of Tajikistan has made energy sector development a priority. Efforts to improve 

generation, transmission and distribution infrastructure, as well as the governance and efficiency of the 

overall system are seen as paramount for economic and social development. The Tajik government has 

concretized this vision in the 2030 National Development Strategy of Tajikistan, aiming for reliable energy 

for the entire population by 2030.  

 

CASA-1000 

Initiated in 2014, but not yet completed at the writing of this report, the CASA-1000 electric power line 

(13,000 MW) will connect Tajikistan to the Kyrgyz Republic as well as to Afghanistan and Pakistan. 70% 

of the energy transmitted on the CASA-1000 lines will be from Tajikistan and 30% of the Kyrgyz 

Republic236. 

 

 
233 World Bank, “Program Appraisal Document on a Proposed Grant”, November 2019, Report No: PAD3330, 

World Bank Energy & Extractives Global Practice Europe And Central Asia Region  
234 Government of the Republic of Tajikistan, “On Electricity Tariff Methodology in Tajikistan”. Government 

Orders. June 22 2019. 
235 Ibid 
236 PricewaterhouseCoopers, 2016. 
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Figure 25: CASA 2000 network 

The CASA-1000 project is a concrete step towards the planned Central Asia-South Asia Regional 

Electricity Market (CASAREM), which aims to increase regional cooperation, enabling development and 

boosting economic growth237. CASA-1000  participants have created a high level intergovernmental council 

to facilitate cooperation, and ease decision-making. The Council also establishes safety and environmental 

standards and conducts stakeholder consultations. 

 

A.2. Target Export Markets 

The Central Asia Power System (CAPS) was developed in the 1970s for electricity transmission between 

five former Soviet Republics: Southern Kazakhstan, the Kyrgyz Republic, Tajikistan, Turkmenistan and 

Uzbekistan. After the USSR's collapse, each country pursued energy independence and suffered deficits 

due to lack of diversification. Electricity trade has been impacted by disagreements over water 

management238. However, tumultuous Tajik-Uzbek relations improved from April 2018 with the restoration 

of transmission lines, enabling up to 1.5 TWh of electricity to be exported to Uzbekistan239. 

 

The political and economic status of the neighbouring countries is fundamental to successful bilateral 

energy export agreements. The analysis below outlines the context in each neighbouring country, and 

highlights potential opportunities. A macro political and economic analysis identified particular risks that 

require mitigation in bilateral agreements. The underlying methodology of this analysis is outlined in 

Appendix B: Political and Economic Analysis of Neighbouring Countries. 

 

 

 

 
237 CASA-1000 Company Website, Accessed Online:  http://www.casa-1000.org/MainPages/CASAAbout.php  
238 Ibid P.14 
239 Tajikistan International Hydropower Association, May 27 2020, Accessed Online: 

https://www.hydropower.org/country-profiles/tajikistan  

http://www.casa-1000.org/MainPages/CASAAbout.php
https://www.hydropower.org/country-profiles/tajikistan
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A.2.1. Afghanistan  

Economic and Political Context 

Past decades in Afghanistan have seen constant domestic instability, reflected by the World Bank WGI 

indicators (Appendix B). Political stability and absence of violence is among the lowest globally, followed 

by rule of law and the control of corruption. This instability presents a significant threat against long-term 

energy exports. Bolstering security could be a key component of future collaboration between the countries. 

Political turbulence also dictates economic performance, with real GDP growth remaining modest (between 

1.5-2.5%). 2018 numbers show a real GDP growth of only 1%240. Political risks are expected to continue 

to hamper economic performance in the long run, also affecting foreign trade241. 

 

Energy Context 

Only 30% of the Afghan population is connected to the grid242, with significant amounts of power being 

imported (80% in 2014)243. The energy sector faces numerous challenges, ranging from unsustainable tariffs 

to distribution constraints. Low generation capacity presents a significant opportunity for Tajikistan if a 

commercially viable relationship can be established. 

 

The Ministry of Energy and Water (MEW) oversees energy policy within the vertically integrated market. 

Da Afghanistan Breshna Sherkat (DABS) is the state-owned company responsible for generation, 

transmission and distribution systems. The Ministry of Rural Rehabilitation and Development (MRRD) 

promotes rural energy services at the village level; large scale projects are implemented in coordination 

between MEW and DABS244.  

 

Domestic Supply & Demand 

The total generation capacity in Afghanistan is approximately 623 MW (2016)245, 50.2% of which is from 

thermal sources246. Afghanistan’s distribution network consists of 10 isolated grids supplied by different 

power systems through 220 kilovolt (kV) and 110 kV links247.  

 

Electricity demand has been growing steadily and rapidly248. Alongside excess demand, there are frequent 

service interruptions. Households represent approximately 93% of connected consumers249. Electricity 

demand projections show 9.8% average growth annually 2012-32.  

 

Energy Trade 

Afghanistan is currently supplied with power from Iran, Tajikistan, Turkmenistan, and Uzbekistan. Of  the 

4,773 GWh supplied electricity (2015-16), 3,767 was imported250. Imports are anticipated to grow alongside 

demand. As a result, Afghanistan has been proactively involved in CASA-1000. Trade is expected to bring 

 
240 EUI P.8 
241 No specific economic risks were identified for Afghanistan as the information was not available through The 

Economist Intelligence Unit. Particularly, due to the nature of reporting in Afghanistan. 
242 Asian Development Bank, ADB Sector Assessment: Energy (Source): 

https://www.adb.org/sites/default/files/linked-documents/47282-001-ssa.pdf 
243 Ibid P.1 
244 Ahmad Ershad, “Institutional and Policy Assessment of Renewable Energy Sector in Afghanistan”. Journal of 

Renewable Energy. 2016. P. 3. Accessed Online: https://doi.org/10.1155/2017/5723152  
245 Afghanistan Inter-Ministerial Commission For Energy, “Electricity Supply - Domestic Generation”. Ministry of 

Economy: Government of the Islamic Republic of Afghanistan.  Accessed Online: 

https://sites.google.com/site/iceafghanistan/electricity-supply/domestic-generation-1  
246 Ibid 
247 Asian Development Bank, P. 2 
248 World Bank P.17 
249 Ibid 
250 Ibid 

https://www.adb.org/sites/default/files/linked-documents/47282-001-ssa.pdf
https://doi.org/10.1155/2017/5723152
https://sites.google.com/site/iceafghanistan/electricity-supply/domestic-generation-1
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over 1,500 MW to Afghanistan; 300 MW via CASA-1000251. Afghanistan is also seeking to become an 

energy resource corridor and transit hub252. Import reliance presents a risk as transmission lines are 

vulnerable to sabotage.  

A.2.2. Pakistan  

Economic and Political Context 

Pakistan’s political stability and absence of violence indicators are among the lowest percentiles (i.e. 

performing among the worst countries) (Appendix B). The ruling Pakistan Tehreek-e-Insaf (PTI) party are 

now in power until 2023 and are anticipated to be re-elected253. Whilst this may alleviate political tensions, 

threats of instability must be considered in future PPA negotiations.  

 

Pakistan and Tajikistan cooperate on issues including energy, security, and trade254. Transmission lines 

under the CASA-1000 network travel through Afghanistan to Peshawar, where there is a 500 kV grid 

station255. Bilateral energy agreements have been a part of the solidifying relationship since 2008, which 

provides a solid foundation for future negotiations.  

 

Pakistan has experienced moderate economic growth: 3.3% in 2019256. However, imports are expected to 

contract by 20.1% in 2020, which will impact Tajikistan. Pakistan’s top three economic risks are257: 

1. Macroeconomic Risk: Heavily reliant on imports, COVID-19 lockdowns may constrain growth 

in fixed investments (including in the energy sector).  

2. Tax Policy Risk: Foreign direct investment could be adversely impacted if the government 

refocuses efforts on taxation revenue due to the COVID19 pandemic.  

3. Infrastructure Risk: Weak infrastructure and low investment rates might cause businesses 

operational disruption and potential disruption to electricity infrastructure.  

 

Energy Context 

Pakistan has mixed energy resources: oil, gas, LPG, hydroelectricity, and nuclear energy258. The power 

sector is overseen by the Power Division of the Federal Ministry of Energy who manages power generation, 

transmission, distribution and pricing259. Provincial governments also have energy departments and are able 

to implement and manage power projects. There are therefore several key institutions which Tajikistan will 

need to engage, including the Central Power Purchasing Agency Guarantee Limited (CPPAG), and the 

state-owned national electricity transmission body, National Transmission and Despatch Company 

(NTDC)260261. 

 

 

 
251 Asian Development Bank, Report P.3 
252 Ibid 
253 Ujas Shah, “Pakistan Country Report,” The Economist Intelligence Unit, The Economist, 2020. 
254 Islamabad Policy Research Institute, “Pakistan-Tajikistan Relations” Accessed Online: 

https://ipripak.org/pakistan-tajikistan-relations/ 
255 Energydata DataSets, “Pakistan Transmission Line World Bank Map”. November 14 2018, Accessed Online: 

https://energydata.info/dataset/pakistan-electricity-transmission-network-2017/resource/572a2dcc-b085-48dd-9216-

9f17c405c647  
256 Ujas Shah, “Pakistan Country Report,” The Economist Intelligence Unit, The Economist, 2020. 
257 The Economist Intelligence Unit. 2020. “Pakistan Risk Briefing”, the Economist Group. retrieved from: 

http://viewswire.eiu.com.proxy3.library.mcgill.ca/index.asp?layout=RKArticleVW3& article_id=1169347100 
258  Rauf, Omer, Shujie Wang, Peng Yuan, and Junzhe Tan. “An Overview of Energy Status and Development in 

Pakistan.” Renewable and Sustainable Energy Reviews 48 (2015): 892–931. P. 892 
259 Simon Nicholas, and Tim Buckley, “Pakistan’s Power Future”. Institute for Energy Economic and Financial 

Analysis. 2018. P.8. Accessed via ProQuest.  
260 Ibid P.9 
261 Pakistan's ADB Support Strategy 2005-17 P.9 

https://ipripak.org/pakistan-tajikistan-relations/
https://energydata.info/dataset/pakistan-electricity-transmission-network-2017/resource/572a2dcc-b085-48dd-9216-9f17c405c647
https://energydata.info/dataset/pakistan-electricity-transmission-network-2017/resource/572a2dcc-b085-48dd-9216-9f17c405c647
http://viewswire.eiu.com.proxy3.library.mcgill.ca/index.asp?layout=RKArticleVW3&article_id=1169347100
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Domestic Supply & Demand 

Thermal power generation provides approximately two thirds of Pakistan’s generated power. By 2025, 

Pakistan aims to double generation capacity from 26 GW in 2017, to 62 GW262. The timing is important for 

Tajikistan's intended exports; if agreements are established ahead of Pakistan’s capacity building, 

incentives to increase capacity may be reduced. 

 

Pakistan’s electricity demand-supply gap has been continuously growing in the past decade263. The energy 

shortages continue to impede Pakistan’s economic growth, which creates a unique opportunity for 

Tajikistan despite the economic risks264.  

 

Energy Trade 

The Pakistani government has taken measures to mitigate the energy shortage, intending to rely on imported 

energy with projects such as the CASA-1000, IPI, TAPI, and GUSA265, alongside oil imports. CASA-1000 

represents the most promising avenue for energy trade with Tajikistan, enabling exports of 1,000-1,300 

MW of electricity266. These lines should be leveraged outside of the CASA-100 agreements to supply the 

surplus of clean hydroelectricity to Pakistan given their shortfalls during summer.  

A.2.3. Uzbekistan  

Economic and Political Context 

President Shavkat Mirziyoyev was elected in 2016 with a liberal agenda and demonstrated enthusiasm for 

major economic reforms267. Despite this, Uzbekistan performs poorly in the World Bank Governance 

indicators268, which will present challenges for negotiations; Tajik officials may struggle to gain data to 

confirm Uzbekistan’s energy needs. Uzbekistan’s relationship with Tajikistan has also historically been 

politically charged with water management issues, due to Uzbekistan’s extensive water needs, which are 

worsened by Tajikistan’s retention of water in the summer months (to avoid producing significant 

electricity surpluses); this could present an opportunity to unlock negotiations. 

 

Economically Uzbekistan has undertaken major reforms since 2017 including: privatizing parts of state-

controlled monopolies; reducing regulatory burdens on new businesses; and easing currency regulations269. 

In 2019, real GDP grew by 5.6%, with economic growth driven by investments and household spending270. 

The government’s future focus is expected to be on transitioning to a market-based economy, major 

infrastructure projects, and energy sector investments271. Whilst these energy reforms are promising for 

Tajikistan, the infrastructure projects include domestic hydropower development. 

 

 
262 Simon Nicholas, and Tim Buckley, “Pakistan’s Power Future”. Institute for Energy Economic and Financial 

Analysis. 2018. P.10. Accessed via ProQuest. 
263 Pakistan's ADB Support Strategy 2005-17 P.43 
264 Ibid 
265 Mahmood, Anzar & Razzaq, Sohail & Khan, Ahsan Raza & Ud Din, Syed Zia & Hussain, Abrar, “Pakistan’s 

Energy Import Options”. December 2016. Accessed via Research Gate. 
266 Ibid P.4 
267 Mario Bikarski, “Uzbekistan Country Report,” The Economist Intelligence Unit, The Economist, 2020. 
268 Daniel Kaufmann, "Reports-Uzbekistan," Worldwide Governance Indicators, World Bank, 2020. Accessed 

Online: https://info.worldbank.org/governance/wgi/Home/Reports  
269 Mario Bikarski, “Uzbekistan Country Report,” The Economist Intelligence Unit, The Economist, 2020, P.  9. 
270 Ibid P.11 
271 Ibid 

https://info.worldbank.org/governance/wgi/Home/Reports
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Uzbekistan continues to have poor economic risk indices (Appendix B)272. The top three risks associated 

with the economic indicators are:273 

1. Foreign Trade and Payments Risk: a significant share of 2020 projected export earnings are 

under threat as a result of the COVID-19 pandemic. 

2. Financial Risk: fluctuations in the Russian Rouble may cause sharp declines in Uzbekistan’s so’m, 

which could create an unappealing investment climate and rising inflation.  

3. Macroeconomic Risk: COVID-19 may affect private consumption, industrial production, and 

various other sectors through low trade levels. The Government has limited capacity to introduce 

fiscal measures to help alleviate the situation. 

 

Energy Context 

Uzbekistan is one of the most energy and carbon intensive countries in the world274, and has aspirations to 

reduce emissions. Despite significant resources, it has experienced civil unrest due to energy supply 

disruptions with energy security emerging as a key issue275.  

 

Underperformance of the state-owned JSC Uzbekenergo276 led to unbundling of the sector to attract foreign 

investment through privatization277. Tajik officials will need to engage with multiple stakeholders in the 

negotiations process. Establishing longer-term PPAs will differ dramatically from previous negotiations as 

bilateral energy agreements are currently renegotiated annually between the two countries. 

 

Domestic Supply & Demand 

Uzbekistan’s total power generation capacity is approximately 12,400 MW with less than 10,000 MW 

operational278. The country has an estimated 1.8 trillion cubic metres of natural gas, extensive coal and oil 

reserves279.  

 

Uzbekistan’s current grid system has been inadequately maintained, which affects delivery reliability. 

Domestic power assets are also not positioned strategically, power generation being primarily located in 

the north and over 90% of gas production in the south280. 

 

Energy Trade 

Uzbekistan exports 25% of natural gas primarily to Russia, with smaller volumes going to neighbouring 

countries including Tajikistan281, particularly during the winter months. This trade and resource 

complementarity should be considered in negotiations, particularly as Tajikistan’s long-term hydro 

developments will not solve the winter energy shortfall in the short term. 

 

 
272 The Economist Intelligence Unit. 2020. “Uzbekistan Risk Briefing”, the Economist Group. Accessed Online: 

http://viewswire.eiu.com.proxy3.library.mcgill.ca/index.asp?layout=RKCountryVW3&country_id=710000071  
273 Data gathered as of April 21, 2020. This will represent the cutoff in terms of updating the risk indices.  
274 Asian Development Bank, “Uzbekistan - Country Strategy 2019-23”. May 2019. Accessed Online: 

https://www.adb.org/documents/uzbekistan-country-partnership-strategy-2019-2023  
275 Farangis Najibullah, “Power Crisis: Severe Energy Shortages Spark Rare Protests In Uzbekistan,” 

RadioFreeEurope RadioLiberty, December 4 2019. Accessed Online: https://www.rferl.org/a/power-crisis-severe-

energy-shortages-spark-rare-protests-in-uzbekistan/30307881.html  
276 Kosta Legal Law Firm. 2019. Power Energy Sector of Uzbekistan. Accessed Online: https://kostalegal.com/ 

publica tions/legal-highlight/power-energy-sector-of-uzbekistan?utm_source=Mondaq&utm_medium=syndica 

tion&u tm_campaign=LinkedIn-integration 
277 Ibid 
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279 Ibid 
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Uzbekistan's power grid system forms the backbone of the CAPS network. The country has also 

demonstrated commitment to regional cooperation and integration, being an active member of CAREC, 

which may facilitate future trade opportunities282283. 

  

 
282 Asian Development Bank “Uzbekistan - Country Strategy 2019-23”. Accessed Online: 

https://www.adb.org/documents/uzbekistan-country-partnership-strategy-2019-2023  
283 CAREC. “Strategy for Regional Cooperation in the Energy Sector of CAREC Countries”. 2008. Approved by the 

7th Ministerial Conference of CAREC. Baku, Azerbaijan. 21 November. Accessed Online: 

https://www.carecprogram.org/uploads/CAREC-Regional-Cooperation-Strategy-in-Energy.pdf  
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Appendix B: Political and Economic Analysis of Neighbouring 

Countries 
This analysis is centred around indicators from the World Bank's Governance Indicators database and The 

Economist Intelligence Unit. This approach was adopted following conversations with economists at 

Export Development Canada, who specialize in analyzing the political and economic risks associated with 

trade.  

 

I. Worldwide Governance Indicators 

 

The World Bank defines governance as consisting of “the traditions and institutions by which authority in 

a country is exercised”284. It incorporates the process by which governments are selected, monitored and 

replaced, as well as the government's ability to uphold the rule of law, implement policies, and garner 

institutional respect from citizens285. The Worldwide Governance Indicators report on six broad dimensions 

of governance, with the last datasets gathered in 2018286: 

 

1. Voice and Accountability: Captures citizen participation in government selection, as well as freedom 

of expression, freedom of association, and media freedoms; 

2. Political Stability and Absence of Violence: Measures perceptions of the likelihood of political 

instability and/or politically motivated violence, including terrorism; 

3. Government Effectiveness: Concerns the quality of public services, civil service and the degree of 

political independence, policy-making qualities, and the government's policy commitment credibility; 

4. Regulatory Quality: Concerns the government’s ability to formulate and implement sound policies that 

facilitate private sector development; 

5. Rule of Law: Confidence in and obedience of the rules of society, including contract enforcement, 

property rights, the police, and the courts; and 

6. Control of Corruption: Perceptions of the extent to which public power is exercised for private gain. 

 

II. The Economist’s Intelligence Unit 

 

The above six indicators inform understanding of the political landscape of the three export-target countries 

and indicate potential related risks. For economic indicators we have utilized sub risk indices, pertinent for 

hydroelectric trade from The Economist’s Intelligence Unit economic analysis 287:  

1. Macroeconomic risk: Whether or not an economy is stable, including risks surrounding exchange 

rate volatility, price instability and potential recession.  

2. Foreign trade & payments risk: Ease of getting inputs/money into or out of the country.   

3. Financial risk: Devaluation, systematic crisis of the banking sector.  

4. Tax policy risk: Predictability, transparency, of taxation amounts. 

5. Labour market risk: Degree to which labour market factors are likely to disrupt business operations. 

6. Infrastructure risk: Risks that infrastructure deficiencies detrimentally impact potential income.  

 

 

 

 
284 Daniel Kaufmann, "Introduction," Worldwide Governance Indicators, World Bank,  2020, Accessed Online: 

https://info.worldbank.org/governance/wgi/  
285 Ibid 
286 Ibid  
287 For a complete breakdown of the methodology please refer to The Economist Intelligence Unit methodology 

website: http://viewswire.eiu.com.proxy3.library.mcgill.ca/index.asp?layout=RKArticleVW3&article_ 

id=485802032&country_id=1510000351&refm=rkCtry&page_title=Latest%20alerts 

https://info.worldbank.org/governance/wgi/Home/downLoadFile?fileName=va.pdf
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Results 

 
Figure 26: Neighbouring Countries’ Political and Economic Analysis Results 

Indicator Afghanistan 

Percentile Ranking 

(2018) 

Pakistan Percentile 

Ranking (2018) 

Uzbekistan Percentile 

Ranking (2018) 

Voice and Accountability 20.69 25.62 6.4 

Political Stability and Absence of 

Violence 

0.48 3.33 35.71 

Government effectiveness 7.69 26.92 33.65 

Regulatory Quality 10.58 27.40 12.02 

Rule of Law 4.33 27.88 12.98 

Control of Corruption 4.33 23.56 8.06 

 

 

 

Risk Index 

Afghanistan Pakistan Uzbekistan 

Rating (A-

E)* 

Score (0-

100)* 

Rating (A-

E)* 

Score (0-

100)* 

Rating (A-

E)* 

Score (0-

100)* 

Macroeconomic risk B 30 D 70 D 65 

Foreign Trade and 

Payment Risk 

C 57 D 75 D 75 

Financial Risk D 71 C 54 D 79 

Tax Policy Risk C 44 C 50 D 63 

Labour Market Risk C 57 C 57 C 57 

Infrastructure Risk E 88 D 70 D 73 

*Note: E=most risky; 100=most risky.  

https://info.worldbank.org/governance/wgi/Home/downLoadFile?fileName=pv.pdf
https://info.worldbank.org/governance/wgi/Home/downLoadFile?fileName=pv.pdf
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Appendix C: Structured Review Methodology 
Search Strategies 

The process for identifying appropriate case studies for best practices was fivefold: 

1. Search of the grey literature to build contextual understanding; 

2. Literature recommendations from sponsor and policy lab coach; 

3. Academic databases search; 

4. World Bank database search; and  

5. Citation search of key documents to supplement the above findings and ensure adequate coverage 

of appropriate hydroelectricity case studies. 

 

The aim of this strategy was not to be exhaustive or to produce quantitative analysis of prominently featured 

case studies. Whilst we aimed to ensure widespread coverage of geographic regions, this search was 

undertaken to identify key lessons for the management and export of hydroelectricity which would provide 

transferable policy approaches for the Tajik Government. A structured review was utilized to reduce bias 

in case study selection, and to ensure transparency. A more detailed explanation of our research 

methodology for stages 3-5 is outlined below. 

 

Stage 3: Academic Databases Search 

This structured review focused on answering the question of: “Are there case studies not previously 

identified which have best practices in hydroelectricity export management which can be transferred to the 

Tajik context?”. 

 

A total of seven databases accessed through McGill University’s library systems were selected for use to 

ensure a broad search scope and to maximize coverage: ProQuest Central ABI/INFORM Global (1971-

current); ProQuest Political Science Database (1985-current); ProQuest Central ABI/INFORM Collection 

(1971-current); ProQuest Central; Asian & European Business Collection (1971-current); Worldwide 

political science abstracts (1975-current); and Econlit (1886-current). 

 

Keywords 

Keywords were identified by a process of logical deduction, cross referencing existing case studies provided 

our coach and World Bank sponsors and by trialling the relevance of returned results on a combination of 

keywords. We also considered the tagged keywords from abstracts of documents which were useful in our 

preliminary literature review. 

 

Search Keywords: (hydroelectricity OR hydroelectric OR hydropower OR hydro-electric OR hydro) AND 

“case stud*” AND ("power purchasing agreement" OR "PPA") AND ("export negotiation" OR "trade 

negotiation" OR export*) 

 

“Case stud*” was discussed as a term to potentially exclude. However, when removing this term, over 7,000 

results returned including multiple general energy sector quarterly reports. This was not appropriate for the 

purpose of the search and so the term was retained in the search keywords. 

 

Filtering Process 

354 search results were returned. After excluding the non-English results (for practicality) and irrelevant 

results, some initial research over the country or region, hydroelectricity market and the exporting 

relationships was performed to ensure that inclusion was appropriate.  
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For example, Indonesia was identified as a developing hydroelectricity producer, but upon investigation it 

was identified they actually import from Malaysia, rather than engaging in export activities themselves. 

Many results also included financial reports and “Deals Profiles” of private energy companies. These 

proved useful for identifying regions for consideration such as Malaysia and Thailand. Whilst some 

European countries arose in the search, they were largely not viable for inclusion as case studies: France 

was identified as a large hydroelectric producer but there was almost no literature covering export activities; 

in contrast, Germany has been included due to the existence of literature in this area and links to the 

Scandinavian market, Austria and Switzerland. This process led to 84 results being included for coding into 

regions or individual countries for consideration as case studies for policy transfers. 

 

Coding Process 

The remaining results deemed to be relevant after the filtering were coded by titles and abstract based on 

their geographic region and instance of development, which has led to or is intended to lead to export 

negotiation. This approach enabled the identification and grouping of results into case studies. Whilst we 

utilized the documentation returned to inform our research, the primary aim of this exercise was to ensure 

we identified appropriate case studies to consider for policy transfer. 

 

This process identified 26 countries/regions for consideration (7 regions, and 35 individual countries), 

which are summarized below (italicized results excluded for reasons outlined below): 

● Albania 

● Austria-Germany-Switzerland- 

Luxembourg 

● Cameroon 

● Canada 

● Ethiopia 

● Georgia 

● Ghana 

● India-Nepal-Bhutan 

● Kyrgyzstan 

● Laos 

● Latin America: Brazil, Argentina, 

Uruguay 

● Malaysia 

● Mauritania-Mali 

● Morocco 

● Mozambique 

● Myanmar 

● Namibia 

● Nigeria 

● Russia 

● Nordic market (including 

Denmark and Sweden) 

● South Korea 

● Tanzania 

● Thailand 

● Uganda 

● Uzbekistan 

● Vietnam

 

Sorting of Results 

Upon further investigation and research, the following results were not included for case study analysis or 

policy transfer exploration: 

 

Albania: Not included due to the lack of hydropower production.  

 

Ghana: Ghana was not included individually as a case study, but instead led to the identification and 

analysis of the WAPP case study. Ghana’s hydroelectricity sector, whilst exporting to Benin and Togo, is 

still undergoing extensive reforms, attempting to overcome non-price reflective tariffs and mismatched 

supply and demand.   

 

The Kyrgyz Republic: One of Tajikistan’s neighbours, the country also experiences significant seasonality 

in its hydropower production. The government has successfully reformed segments of the energy industry, 

introducing an independent regulator, and a new revenue process. However, it was reported that tariffs 
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continue to be subsidized, despite moderate changes in the Medium-Term Tariff Policy 2013-2017288. The 

sector’s challenges, including building much-needed additional capacity to meet demand, challenging 

financial context and deficits relating to tariff structures is very comparable to Tajikistan’s289. The Kyrgyz 

Republic may be worth close consideration in future years as their reform results emerge.  

 

Malaysia: Excluded due to the lack of hydropower exports. Major exports of energy are crude oil and LNG. 

Not pertinent to the scope of work defined.  

 

Mali: considered via the WAPP case study. 

 

Mauritania: Determined to be at too early a stage of development for useful policy transfer. In 2015 IRENA 

called for a national policy on renewable energy. In 2018 it was reported that Mauritania had commenced 

exports of surplus electricity to Mali and Senegal290. However, there is limited information surrounding 

PPAs and the details of exports. 

 

Namibia: An in-depth consideration of Namibia was not carried out, as there have been constant delays in 

signing PPAs because of a lack of agreement over pricing. Development is also forecast to focus on non-

hydropower renewables, with no new hydro capacity anticipated in the next decade and progress on 

agreements with Angola being slow to materialize291. 

 

Morocco: energy mix still includes a large majority of non-renewable energy. PPAs around hydroelectricity 

allow for other types of renewable energy production to be included in the agreement. Challenges around 

the mixed regulated market have created difficulties in the country’s attempted energy strategy reforms, 

which does not apply to the Tajik context292. 

 

Myanmar: Excluded as hydropower exports are underdeveloped. Current HPP are used for domestic 

generation. There are plans to export hydropower, but they have been stalled. Namely, the Tasang Dam and 

Myitsone Dam project which is expected to supply 100% of its electricity to China. Existing HPP projects 

that export to the Mekong region share a limitation of available information online.  Myanmar could prove 

to be a viable case study in the future. 

 

Nigeria: considered via the WAPP. 

 

Russia: In 2018, hydropower made up 17 percent of overall electricity generated293. Whilst Russia is 

forecast to remain the largest energy exporter in the world294, and the sixth-largest producer of renewable 

 
288 “Kyrgyzstan Country Profile,” International Hydropower Association. Accessed June 10 2020. Accessed 

Online: https://www.hydropower.org/country-profiles/kyrgyzstan 
289 World Bank, “Stabilizing the Kyrgyz Energy Sector,” August 2019, P.2. Accessed Online: 

pubdocs.worldbank.org/en/959621565781898646/Stabilizing-the-Kyrgyz-Energy-Sector-2019-en.pdf  
290 EU’s Technical Assistance Facility (TAF) for Sustainable Energy, “TAF Newsletter #13” Europa.eu. July 2018 

P.5. Accessed Online: https://europa.eu/capacity4dev/file/81510/download?token=i9bYgJQG  
291 Fitch Solutions, “Namibia: Power Report Q1 2020,” Fitch Solutions Country Industry Reports, (Fitch Solutions 

Group Limited: London) P.4. Accessed Online: https://www.fitchsolutions.com/utilities-power/outlook-namibia-

and-angolas-joint-baynes-hydropower-project-remains-bearish-08-06-2020  
292 Choukri et al. “Renewable energy in emergent countries: lessons from energy transition in Morocco”. Energy, 

Sustainability and Society (2017). Accessed Online: https://energsustainsoc.biomedcentral.com 

/track/pdf/10.1186%2Fs13705-017-0131-2  
293 International Hydropower Association, “2019 Hydropower Status Report,” IHA P.89. May 2019. Accessed 

Online: https://www.hydropower.org/status2019 
294 “Russia Remains the World’s Largest Exporter of Energy Resources,” Rusenergyweek, June 20 2018, Accessed 

Online: https://rusenergyweek.com/en/news/rossija-ostanetsja-krupnejshim-mirovym-eksporterom-

energoresursov/  
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energy, it ranks 56th when hydroelectric is included295.  A 2017 Irena paper identified the opportunity for 

exporting hydropower to Europe, or China, and there are also discussions over hydropower exports to 

Pakistan. Hydropower resources are primarily located in Siberia, and estimates of future developed 

capacity, allocated approximately 20 GW of capacity for exports to Asian countries including China by 

2030296. This means that whilst Russia does have PPA and energy export experience, the relevance in 

relation to developing hydroelectricity capabilities is limited. 

 

South Korea: Excluded due to a combination of lack of adequate information and limited hydroelectricity 

exports. Major power generation sources are thermal and nuclear energy sources. 

 

Tanzania: Excluded from case study analysis as research indicated limited hydroelectricity exports, and 

within the SAPP there was much more extensive information relating to Mozambique and their decades of 

energy exports. 

 

Uzbekistan: considered in detail as a neighbouring country where exports are intended. 

 

Vietnam: Excluded due to limited information on PPAs and HPP projects.   

 

Stage 4: World Bank Database Search: 

 

The World Bank database search focused on answering the same question outlined. wo databases within 

the World Bank website have been searched and two separate keyword searches have been tailored based 

on the database requirements: 

1. Open Knowledge Repository (OKR): The same search keywords have been used as in the academic 

database search and this resulted in a total of 5 results.  

2. Publication database: The World Bank publication database was also searched. 

Keywords: hydroelectricity, hydroelectric, hydropower, hydro-electric, hydro, case study, power 

purchasing agreement, PPA, export negotiation, trade negotiation, export. 

 

Results 

Both databases returned 7 results that were consistent with the academic databases search conducted. The 

results covered 4 regions and were not country specific: 

● South East Asia 

● Latin America 

● Central America 

● Caribbean 

 

The Caribbean case study was excluded due to the differing context and lack of transferability to Tajikistan.   

 

Stage 5: Citations Search - Scopus and Google Scholar 

For search completeness we utilized citation analysis, searching the document title to identify possible case 

study examples that referred to the core literature selected. World Bank documentation was incredibly 

helpful but did not generate citations search results, which is why we also incorporated a review of the 

World Bank documents database. The citation searches were based on high-level hydroelectricity 

 
295 Jo Harper, “Russian wind power blows hot and cold”. Deutsche Welle. April 25 2019, Accessed Online: 

https://www.dw.com/en/russian-wind-power-blows-hot-and-cold/a-48452677 
296 IRENA, “REMAP 2030: Renewable Energy prospects for the Russian Federation,” April 2017, P.51. Accessed 

Online:  https://www.irena.org//media/Files/IRENA/Agency/Publication/2017/Apr/IRENA_REmap_ 

Russia_paper_2017.pdf 

https://www.dw.com/en/russian-wind-power-blows-hot-and-cold/a-48452677
https://www.dw.com/en/russian-wind-power-blows-hot-and-cold/a-48452677
file:///C:/Users/creboul/Library/Containers/com.apple.mail/Data/Library/Mail%20Downloads/8EA8BF45-EDB0-47B3-9117-2197663EC338/
https://www.irena.org/media/Files/IRENA/Agency/Publication/2017/Apr/IRENA_REmap_%20Russia_paper_2017.pdf
https://www.irena.org/media/Files/IRENA/Agency/Publication/2017/Apr/IRENA_REmap_%20Russia_paper_2017.pdf
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development documents (rather than specific case studies), so as to identify gaps in our existing case study 

coverage. We utilized both Google Scholar and Scopus to perform the citation searches. From a preliminary 

list of 56 resources which were collated from the World Bank and our coach as recommended background 

reading, four resources were identified as being international high-level materials, not produced by the 

World Bank. The results of citation searches for these 4 sources can be seen below: 

 

 Citations Results  

Document Title Google 

Scholar 

Scopus Filtered 

UN (2006) Multidimensional Issues in International Electric 

Power Grid Interconnections 

6 25 8 

OECD/IEA (2016) Large-Scale Electricity Interconnection: 

Technology And Prospects For Cross-Regional Networks 

2 2 0 

International Hydropower Association: Hydropower Status 

Report - Sector Trends and Insights 2019 

10 0 2 

UN Dams and Development: Relevant Practices for 

Improved Decision-Making 

0 0 0 

 

Region Total 

ASEAN Grid/South East Asia 2 

Canada 2 

Germany 1 

Myanmar/Thailand 1 

Nepal/Bhutan 3 

South America 1 

Figure 27: Academic Citation Search Results 

Results were cross referenced with the academic database results for completeness. 

The analysis of the case studies identified can be found in 2. Global Practices. 
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Appendix D: Informational Interviews 
As part of our research, the Max Bell team conducted informational interviews with the following 

individuals: 

 

● Louis Vézina, Chargé d'équipe, Planification et optimisation, Vice Président - Marchés de gros, 

Hydro-Québec 

● Gary Sutherland, Director, External Relations, Hydro-Québec 

● David Shooner, Senior Commercial Delegate, Hydro-Québec 

● Dr. Anupama Sen, Executive Director of the Electricity Programme, Oxford Institute of Energy 

Studies 

● Susanna Campagna, Manager, Economic and Political Intelligence Centre (EPIC), Export 

Development Canada 

● Richard Schuster, Senior Economist, Country and Risk Analyst Economic Political Intelligence 

Centre, Export Development Canada 

● Joao Costa, Senior Sustainability Specialist, International Hydropower Association 

● Amina Kadyrzhanova, Junior Sustainability Specialist, International Hydropower Association 

● Catherine Saines, Negotiations & Strategy Consultant, Juniper Consulting 
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Appendix E: Key Hydro-Québec PPAs 

Region Notable PPAs 

New York 1970: 20-year contract between HQ and PASNY (800 MW) 

 

1980: Two additional long-term contracts 

 

1990: 20-year contract with NYPA for capacity and energy sales 

 

1990: 20-year contract with Con Edison for capacity service, 

cooperative R&D and mutual assistance 

 

2010: Commitment to offer capacity to NYISO for 20 years (900 MW) 

New England 

 

Massachusetts 

 

 

Vermont 

 
 

 

 

2018: 20 year contract -New England Clean Energy Connect (NECEC) 

(9.45 TWh) 

 

2011: 26-year contract for 250 MW between HQ and 20 Vermont 

electric utilities. 

Ontario 

 

 

Cornwall 

2015: HQ and the Ontario Independent Electricity Operator (IESO) - 

500 MW seasonal capacity sharing agreement.  

 

2016: HQ and IESO long-term agreement (2017-2023) - two-way 

flows. 

 

HQ and Cornwall Electrics: two long-term wholesale electricity 

contracts to supply municipality of Cornwall 

Maritimes 

 

New Brunswick 

 

 

2020: HQ and NB Power for 47 TWh over 20 years. 
 

Newfoundland and Labrador 1969: 65-year contract between HQ and CFLCo. 
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Appendix F: Negotiations Plans 
For clarification over terms, refer to 3.2. Negotiations Best Practices. 
 

Tajikistan-Uzbekistan 
 

 Tajikistan Uzbekistan 

1: Electricity Needs  

Positions ● Winter electricity shortages. Expected to 

continue until capacity building is 

completed. 

● To gain an attractively priced PPA. 

● Experiences significant electricity shortages 

with unreliable natural gas as the key 

source. 

● Aspires to diversify away from reliance on 

natural gas, as a significant CO2 emitter. 

Underlying 

Interests 
● To gain a better tariff than the current at 

cost PPA, but also shed significant summer 

surpluses of electricity. 

● May be beneficial for Uzbekistan to 

provide natural gas (or other fossil fuels) in 

the winter periods in the short term. 

● Aspires to quickly resolve electricity 

shortfalls, to pacify civil unrest. 

● Diversify energy mix to meet new energy 

strategy objectives. 

 

Walk Away PPA terms are worse than what is currently in 

place (at cost). 

An agreement which is not seen as financially 

viable. 

2: Seasonal Water Needs 

Positions ● Summer is preferable to build up water 

reservoirs whilst there is lower electricity 

demand, and preserve hydro-capacity for 

winter months. 

● Highly dependent on water flows for cotton 

agriculture. Dislike of Tajikistan’s building 

of water reserves in summer months. 

● Uzbekistan had high levels of mistrust of 

the June 2014 World Bank report that 

indicated Rogun construction could solve 

the energy deficit and maintain 

Uzbekistan’s water supply. 

Underlying 

Interests  
● Utilizing excess water capacity for energy 

exports. 

● Better water flow management within the 

region. 
 

Walk Away ● Perceived unreasonable water 

management constraints, for example no 

agreement to purchase electricity to 

complement water flows continuing in 

summer months.  

● No commitment over water flow 

management; with a solution that is viewed 

as final and comprehensive. 

3: Regional Integration 

Positions Given significant anticipated hydropower 

capacities, increased regional integration can 

only benefit economic gains from the export 

market. 

 

Active CAREC member and advocate of 

energy security for the CAR region. 
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Underlying 

Interests 

Dependent on each country’s individual standpoint, the underlying interest could be to strengthen 

regional cooperation to accelerate attainment of regional energy security. 

Other potential interests include strengthening bilateral relations with a number of countries 

simultaneously so as to maximize bargaining power in individual bilateral PPAs. 

Walk Away A regional governance process which requires sacrificing domestic autonomy over energy policy, 

a program which requires contributing significant human capital and financial resources without 

clear organization and commitment from counterparty countries. 

 

 

Priorities End winter electricity shortages. Ensure diversified domestic energy resources 

and water security. 
 

BATNA ● Strengthening regional relations with the 

water management issues resolved, so that 

international investment can be more 

easily attracted. 

 

● At cost (for Tajikistan) PPA continues with 

increase in energy provision. 

● Tajikistan commits to high electricity 

production year round to maintain water 

flows to Uzbekistan. 

WATNA ● Continued export on an informal, annual 

basis, without the attainment of longer-

term PPAs. 

● Return to undeclared transit and trade 

blockade of Tajikistan which could hamper 

construction efforts. 

● Tajikistan worsens the water supply to the 

country through hydropower operations 

without providing additional energy to 

Uzbekistan. 

Zone of 

Possible 

Agreement 

 

● Joint water management program agreed on, recognizing the vital needs of both countries 

with respect to electricity and water. 

● Support from Tajikistan for renovations and improvement on distribution networks alongside 

export agreement, which would resolve some supply issues. 

Multiple 

solutions 

for mutual 

gains 

 

● Uzbekistan builds storage facilities and purchases electricity produced in summer months to 

continue water flows and diversify energy sources. 

● Joint water management agreement alongside mutually beneficial exchange of natural gas or 

other fossil fuels (from Uzbekistan) and hydro (from Tajikistan). Trust and reliability 

promoted through mutual dependence. Also requires terms on adequate dispute resolution 

procedures (3.3.3.). 

● Water Management Mechanisms, in combination with reduced natural gas provision in 

winter or premium-rate charge on hydroelectricity exports at peak hours. Options: 

o Increasing storage capacity downstream countries; 

o Assisting capacity building so as to reduce water intensive agricultural practices; 

o Cascade dams which will store winter-released reserves of water for summer usage. 

Objective 

Criteria to 

justify 

offers 

● World Bank documentation on increased energy production capacity & research 

documentation proving energy management effectiveness as a result of the proposed 

agreement. 

● Case study: Ethiopia-Egypt water dispute- Section 2.1.1.2. 

● Evidence of improved energy and cooperation of countries after Uzbekistan halted resistance 

to Tajikistan’s dam development. 
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Tajikistan-Pakistan 

 Tajikistan Pakistan 

Negotiating Parties: Power Division, Federal 

Ministry of Energy and Peshawar Electric Supply 

Company. 

1: Electricity  

Positions To gain an attractively priced PPA 

tariff to subsidize domestic 

development. 

To gain electricity imports to meet significant 

demand-supply gaps, especially during the summer 

months. 

May experience mistiming of domestic development, 

fuelling increases in supply, given that demand (and 

the population size) is forecast to grow. 

Underlying 

Interests 
● To settle a long-term PPA, not 

guaranteeing fixed capacity. 

 

● Provision of additional energy is more desirable 

in the short-medium term, given extensive plans 

to build up already-diversified domestic 

electricity sources. 

● Given COVID-19, likely to prefer a fixed 

capacity agreement which would bolster 

reliability. 

● Subject to boom and bust economic growth 

cycles, so may prefer short-term agreement. 

Walk Away Potentially a fixed capacity agreement 

which would compromise domestic 

provisions (given winter shortages). 

A short-term agreement may also be 

undesirable. 

 

High cost, high quantity agreement may be perceived 

as placing economic strains and ensuring further 

imports-reliance exposures. 

May be regarded as being able to gain better terms 

through CASA-1000 rather than bilateral agreement. 
 

2: Water 

Positions No direct impact between Tajikistan 

hydro water usage, but may present a 

bargaining opportunity. 

Water management has been identified as citizens’ 

top priority, with estimates believing that by 2025 

Pakistan may run out of water297. 
 

Underlying 

Interests  
● Continuing to control water to meet 

electricity needs. 

● Reached agreement on water management to 

ensure collective water security.  

Walk Away N/A This should be regarded as an added benefit, or an 

area where Tajikistan may be able to “add value” 

from Pakistan’s perspective. 

 

 

 

3: Trade Imports 

 
297 UNDP, Development Priorities for Pakistan, UNDP Pakistan, January 25 2019. P.17. Accessed Online: 

https://www.pk.undp.org/content/pakistan/en/home/library/development_policy/dap5-vol2-issue3-pakistan-

development-priorities.html  

https://www.pk.undp.org/content/pakistan/en/home/library/development_policy/dap5-vol2-issue3-pakistan-development-priorities.html
https://www.pk.undp.org/content/pakistan/en/home/library/development_policy/dap5-vol2-issue3-pakistan-development-priorities.html
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Positions Increase Pakistan’s imports  to ensure 

high revenues from energy exports. 

Increase energy supply but also carefully balance 

reliance on imports. 

Underlying 

Interests  
● Contrary to Pakistan’s desire to 

reduce reliance on imports, 

Tajikistan wants to obtain a 

preferable PPA. 

● High reliance on trade imports; there may be 

scope for reciprocal import-export terms given 

attempts to reduce import reliance e.g. Tajikistan 

importing a diversified energy source. 

● Pakistan does not have direct trade links with 

Central Asia, and so a strong bilateral relationship 

brokered with Tajikistan would prove 

advantageous298. 

Walk Away Low tariff agreement, unless the 

quantity supplied is adequate to ensure 

economies of scale.  

Expensive PPA tariff. 

 

Priorities Obtaining long-term high supply PPA, 

but not tied in to fixed supply amount. 

Gaining new electricity sources for unmet domestic 

demand. May require increased security around the 

transmission lines in Afghanistan. 

BATNA ● Brokered agreement through 

Afghanistan or Uzbekistan, rather 

than Pakistan: e.g. excess 

electricity is supplied to 

Afghanistan who in turn trade with 

Pakistan. 

● Energy agreement made with Afghanistan or 

Uzbekistan (as transmission/distribution lines 

have to go through Afghanistan). 

 

WATNA ● No agreement and relations are 

damaged in the process. 

 

● Excluded from opportunity to gain additional 

electricity supply from Tajikistan, and left to 

develop capacity domestically which will take 

several years. 

Zone of 

Possible 

Agreement 

 

● Affordable tariff, perhaps utilizing transparency to indicate the ‘near cost’ equivalent to 

Pakistan’s domestic rates. 

● Long-term water management arrangement in place to support Pakistan’s water security. 

Multiple 

solutions for 

mutual gains 

 

● Allocation of responsibility and liability with Afghanistan for disrupted power supply to 

Pakistan. 

● Pakistan absorbing risk of transmission disruption through Afghanistan in return for a 

compromised tariff rate. 

● Transparency surrounding tariff costs (as above cost tariff will likely be more expensive 

than the current tariff in Pakistan). 

Objective 

Criteria to 

justify offers 

● Case study evidence regarding strong transparency practices (2.1.1.4. WAPP). 

 

 
298 Muzalevsky, Roman, "Tajikistan and Pakistan at a Crossroads: Energy, Trade and Transport Across Central and 

South Asia," Eurasia Daily Monitor, The Jamestown Foundation, January 31 2011, Accessed Online: 

https://jamestown.org/program/tajikistan-and-pakistan-at-a-crossroads-energy-trade-and-transport-across-central-

and-south-asia/  

https://jamestown.org/program/tajikistan-and-pakistan-at-a-crossroads-energy-trade-and-transport-across-central-and-south-asia/
https://jamestown.org/program/tajikistan-and-pakistan-at-a-crossroads-energy-trade-and-transport-across-central-and-south-asia/
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Tajikistan-Afghanistan 

 Tajikistan 

 

Afghanistan 

Negotiation partners: Ministry of Energy and 

Water, Ministry of Rural Rehabilitation and 

Development 

1: Electricity Needs  

Positions Future export capacity and aspires to gain 

a competitively priced PPA. 

 

Significant supply-demand gap, but lacking 

in an infrastructure network.  

Underlying 

Interests 
● Obtain a favourable market tariff 

price: may be possible through 

economies of scale. 

● To increase electricity access for the 

population and improve the significant 

domestic power deficit. 

● Domestic tariffs (for those with access) 

do not reflect the generation costs, so 

they will want a low rate. 

● Import reliance is viewed as high risk 

given transmission lines can be 

vulnerable to sabotage. 

Walk Away A below cost PPA offering, or if only a 

short-term agreement can be made, which 

is conditional on significant infrastructure 

investment. 
 

High tariff rate (above 2 cents/kWh 2018 

tariff) without guarantees over transmission. 

2: Security & Stability 

Positions Exports to Pakistan will be threatened by 

continued instability in Afghanistan. 

Instability in Afghanistan also 

undermines the viability of PPA exports. 
 

Afghanistan continues to suffer from the 

effects of war. Despite peace negotiations 

resuming in December 2019, violent 

incidents have resumed. 

 

Underlying 

Interests  
● Strengthening regional relations and 

forming the foundations for a strong 

future trading partnership. 

● Ensuring strong regional security, 

and a protected border to counter 

drug trafficking and other activities 

which may impact Tajikistan’s 

security. 

 

● Strengthening relations in CAR would be 

a success, particularly if accompanied by 

resources. 

● Aspire to become a significant energy 

resource corridor and transit hub. 

● Domestically of interest to have security 

strengthened, but may be perceived 

negatively if domestic priorities are 

perceived as facilitating foreign trade.  

Walk Away Any tariff rate which generates a loss. Given instability, it is unclear whether an 

agreement on energy supply can be reached 

at the present time. 
 

 

Priorities Bolstering exports for increased revenue 

from hydroelectricity generation. Reliant 

Ensure domestic energy security and 

improved infrastructure. 
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on transmission through Afghanistan to 

access Pakistani market.  
 

BATNA ● Access to Pakistan. ● An affordable import tariff, alongside 

possible support for transmission network 

expansion. 

 

WATNA ● Current annually re-negotiated 

agreement continues. 

 

● Relations are worsened and the short-

term energy supply in annual contracts is 

leveraged against Afghanistan in the 

process & subsequently lost. 
 

Zone of 

Possible 

Agreement 

 

● Both countries would benefit from stability and peace in Afghanistan. Tajikistan may 

be in a position to support this. 

● A favourable tariff for Afghanistan may be possible in light of the secure transmission 

interests of electricity reaching Pakistan. There may be scope to form a three-way 

agreement, or to outsource the issue for settlement between Pakistan and Afghanistan, 

removing the risk for Tajikistan. 
 

Multiple 

solutions for 

mutual gains 

 

● Increased security efforts in return for electricity exchange. 

● Possibly additional resources for security provided by Tajikistan given the strong 

interest in safe transmission to Pakistan. 

Objective 

Criteria to 

justify offers 

● Evidence regarding effectiveness of historic cooperation on border security issues. 

● Case studies on regional cooperation proving effective (2.1.3.2. Case Study: Nordic 

Region). 
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Appendix G: Tajikistan HPPs 

 

Name Production Capacity (MW) 

Nurek HPP 3,000 

Rogun HPP 400 

Baipaza HPP 600 

Qairokkum  126 

Golovnaya pre-rehab 240 

Perepadnaya 29.95 

Centralnaya 15.1 

Varzob-1 7.44 

Varzob-2 14.4 

Varzob-3 3.52 

Sangtuda-1 670 

Sangtuda-2 220 

SHPP 12 

Dushanbe-1 CHP 200 

Dushanbe-2 CHP 400 

Yavan CHP 120 

Pamir Energy Company Capacity 44.1 
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Appendix H: Tajikistan Domestic Tariffs 
This table indicates the electricity tariffs in Tajikistan, segmented per customer type as at June 2020. All rates at VAT exclusive 

except for the population tariff. For comparison, rates of Hydro-Québec have been included, converted into USD. 

 

Consumer Tariff 

(dirham/kWh) 

Approxim

ate USD 

c/kWh 

HQ Tariffs 

Comparison ( 

USD c/kWh)* 

HQ Approximate 

(USD c/kWh) 

Industrial and other commercial consumers 55.14 15.02 6.07 4.57 

Aluminum Company (TALCO for Tajikistan 

and ALCOA for HQ) Winter (Nov-Apr) 

13.60 3.70 3.3 2.49299 

Aluminum Company (TALCO for Tajikistan 

and ALCOA for HQ) Summer (May-Oct) 

7.25 1.97 

Budget-financed organization 22.66 6.17 N/A N/A 

Electric transport 22.66 6.17 10.36 7.81 

General pumping irrigation Winter (Oct-Mar) 22.66 6.17 10.08 7.60 

Summer (Apr-Sep) 7.86 2.14 

Vertical water boreholes and pumps 7.87 2.14 N/A N/A 

Population (VAT inclusive) 22.66 6.17 6.08 4.58 

Electric boilers and heaters (non-budget 

financed orgs) 

136.62 37.21 N/A N/A 

Electric boilers and heaters (budget financed 

orgs) 

40.37 10.99 

Potable water supply pumps 10.76 2.93 

 

1 Tajik Somoni = 100 dirham 

1 CAD$ = 100 cents 

Average 2019 conversion rates used: 0.27235 Somoni:USD, and 1.3269 CAD:USD 

*The kWh amount is charged on top of the fixed access rate which is a charge per day or month. 

Note that the Hydro-Québec Industrial rate is the average of that charged for small, medium and large power. 

Tajikistan rates provided by Arthur Kochnakyan, June 2020 

Hydro-Québec Rates from "Electricity Rates," 2019, https://www.hydroquebec.com/data/documents-

donnees/pdf/rates-chart.pdf?v=20191202 

 

 

  

 
299 CBC News, "Alcoa aluminum company reaches power deal with Quebec," CBC Montreal. February 25 2014, 

Accessed Online: https://www.cbc.ca/news/canada/montreal/alcoa-aluminum-company-reaches-power-deal-with-

quebec-1.2550681  

https://www.hydroquebec.com/data/documents-donnees/pdf/rates-chart.pdf?v=20191202
https://www.hydroquebec.com/data/documents-donnees/pdf/rates-chart.pdf?v=20191202
https://www.cbc.ca/news/canada/montreal/alcoa-aluminum-company-reaches-power-deal-with-quebec-1.2550681
https://www.cbc.ca/news/canada/montreal/alcoa-aluminum-company-reaches-power-deal-with-quebec-1.2550681
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Appendix I: Risk Allocation Matrix Example 
From: Global Infrastructure Hub, Allen & Overy. New Hydro Power PPP Risk Allocation Matrix. Used to inform 

template risk allocation matrix presented in the analysis section.  
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