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BACKGROUND 

 

The Africa Energy Market Place (AEMP) is the Bank’s new energy-investment-delivery platform taking place at the African Development Bank in Abidjan on July 5th - 6th 2018. 

The first batch of countries selected includes: 

 

1. Côte d'Ivoire 

2. Zambia 

3. Nigeria 
4. Ethiopia 

5. Egypt 

 

AEMP is a tripartite platform to remove barriers to private investments in the energy sector by bringing together key government representatives, development partners and 
private sector investors. AEMP will also pave the way for displaying transactions at the Africa Investment Forum1 to be launched by the African Development Bank in November 

2018 in South Africa. Key AEMP objectives include:  

 

1. Country-specific discussion focusing on removing barriers/issues to private sector investments. This entails country roundtables to (i) prioritize and accelerate the 

necessary sector reforms to attract private investment across the energy sector; (ii) review and fast-track priority transactions; (ii) generate new deal pipeline by 

identifying project opportunities that could be advanced from concept to bankability. 

 
2. Peer-to Peer learning and knowledge exchange. AEMP offers opportunities to Government officials to engage with peers in other countries and draw on lessons, 

insights and best practices of relevance to effect energy sector transformation. 

 
3. Networking and Partner engagement. AEMP also offers opportunities for interaction with senior representatives from development partner and private investor 

community, allowing for the identification of financial support and investment opportunities.  
 

The following sections of this orientation paper have been be informed by stakeholder consultations in order to identify the most pressing issues for discussion at the country 

roundtables, with a view to facilitate focused dialogue and convergence on priority actions to be undertaken by each stakeholder group. Specifically, these sections include (I) a 

brief overview of energy sector, (II) a pipeline of priority projects, (III) key on-grid sector challenges/actions, (IV) key off-grid sector challenges/actions, (V) and other sector 

challenges. The paper concludes with an action matrix (VI) capturing key deliberations on issues discussed. 

 

As a key outcome, participants are expected to actively co-create and commit to Country Energy Declarations, which will serve as roadmaps for delivery of identified actions 

towards unlocking investments.  

                                                      
1 Africa Investment Forum is a multi-stakeholder, multi-disciplinary collaborative platform for the economic and social development of the continent. AIF is a transactional marketplace dedicated 

to advancing projects to bankable stages, raising capital and accelerating closure of deals. The African Development Bank is championing the first edition on the 7-9 November in Johannesburg, 

South Africa. For more information visit www.africainvestmentforum.com.  

 

http://www.africainvestmentforum.com/
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I. OVERVIEW 

 

• The 2013 Nigerian Power Sector Privatization is reputed to have been one of the boldest privatization initiatives in the global power sector over the last decade with 

transaction cost of about $3 billion2.  Sectoral reforms derived from the National Electric Power Policy of 2001 to the EPSRA of 2005 and currently the Power Sector 

Reform Plan (PSRP) have accentuated the evolving challenges faced by the sector and represent a microcosm of the ills of the power sector in Africa as a whole. In 2008, 

the Bank provided loan support of $155 million to the ongoing reforms effort, encompassing the entire value chain and issues surrounding gas supply.  Despite these 

investments, generation and transmission capacity stands at only 7,000MW while distribution is at 5,000MW.  

 

• The most significant and comprehensive document on reforms in the sector is the 5-year Power Sector Recovery Plan (2017-2021) approved March 2017 by the 

Federal Executive Council with a funding of $7.5 billion needed over the period.  The goal of the plan is to reset the industry and restore stakeholder confidence.  The 

plan focuses on improving interventions in four core areas: Financial intervention to establish sustainable electricity tariff; technical interventions to rehabilitee and 

reinforce existing assets to meet baseline power supply; governance intervention to improve the perceived lack of transparency especially by market participants, and 

policy Interventions to increase energy access through frameworks for renewable energy projects and mini-grids. 

 

• The Reform Plan centers on the optimal allocation of resources, the value of increasing generating capacity despite the inability to evacuate and collect revenues and 

the provision of access to power especially to the poor despite current challenges with transmission and distribution. Thus, the Bank is seeking deep dialogue and 

possible solutions via tangible investments through focused debates on some of the challenges that impede improvements in the sector.     

 

  

                                                      
2 A guide to the Nigerian Power Sector, KPMG in Nigeria September 2016. 
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II. PRIORITY PROJECTS 

 

 

 

S/N Project name Sub Sector MW Project sponsor Status 

1. Distribution Expansion Programme Distribution  FGN 
Preferred bidders selected, financing 

framework yet to be finalized 

2. Afam Power Plant, Rivers State   NNPC/FGN 
Capacity of the 900 mcf pipeline being 

doubled.  Project is 90% complete 

3. Katsina Wind Farm     

4 Gelegele, Edo State     

5 Obotobo Forcados, Delta State Gas    

6 Gurara II Hydro Power Project Hydro    
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III. PRIORITY SECTOR CHALLENGES – ON GRID 

 

 

CHALLENGE ON GOING ACTION BRIDGING THE GAP 

Distribution  

Distribution: DISCOs are faced with liquidity issues resulting in under-

investment in distribution infrastructure coupled with the inability to 

charge cost reflective tariff - these firms are unable to attract fresh 

funding from both commercial and development banks.  

 

Another major challenge is the lack of regulatory and policy 

consistency by the Government.  For instance, the 5th minor review 

has not been implemented; issues around economically viable tariff 

still exist. 

 

TCN’s Distribution Expansion Program has allocated N72 billion for 

build-out of 11kv & 33kv lines that would take to serve to uptake the 

2,464MW of stranded power. However, this would be a loan to the 

DISCOs who are already overleveraged with no consultations, the 

DISCOs find this challenging. 

 

A DISCO investor forum and Government sector forum 

addressing key issues affecting the distribution sub sector. 

  

The AFD has provided long-term credit support via Zenith Bank 

to eligible DISCOs for investments in distribution. 

  

Power Africa has provided Technical Assistance to DISCOs 

through the Association of Nigerian Electricity Distributors to 

mobilize financing. 

• Following the PSRP, World Bank 

developed a Performance 

Implementation Plan to NERC, which 

needs to be implemented.  

• Assistance to DISCOs for expansion 

plans – data collection, planning & 

Strategy and energy efficiency. 

• Assess corporate governance options 

for DISCOS including ownership 

structure, board composition and 

modes of recapitalization. 

• Support to Metering Service Providers. 

  
  

 

 Inadequate Gas supply 

Inadequate Gas Supply for Power Generation: Lack of payment 

security for gas deliveries affects availability of gas to the sector – 80% 

payment of invoices.  

The Government has paid invoices through March 2018, with 

80% payment guaranteed under the Payment Assurance Facility 

(PAF). Total amount owed GENCOs is about N800 billion 

($2.6billion). 

• Review incentive and pricing to gas 

suppliers.  

• Align tariff structures throughout the 

value chain, including transmission and 

distribution. 
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IV. PRIORITY SECTOR CHALLENGES – OFF GRID 

 

 

CHALLENGE ON GOING ACTION BRIDGING THE GAP 

Access to Finance 

Following the privatization of the power sector, most commercial 

banks that participated in lending to the private institutions are yet 

to recover their funds.  This has dampened the ability of these banks 

to lend to private developers in the off-grid space where paucity of 

data, credit rating and risk assessment of these SMEs exist. 

Power Africa through OPIC and has offered loans 

and covered costs of development for home 

solar system projects and various solar PV 

plants.  

• AfDB is creating the REEF fund and closing FEI for 

investment in off grid projects  

Enabling Environment & Policies 

One of the challenges faced by private distributed generation 

developers is the importation tariff for solar panels. The customs 

import duty on solar systems is as high as 10% which, when passed 

on to consumers, increases the cost of providing power. 

 

ESIA takes months for approval and is capital intensive for small GMG 

developers. 

The Renewable Energy Association of Nigeria 

has implored the Federal Government of Nigeria 

through the Presidential Enabling Business 

Environment Council to review the impact of 

these policies on the sector   

• Federal Government of Nigeria to review tariff 

structures for solar panels and equipment and 

harmonize the application of duties. 

• Development Partners to work with the Government in 

developing a template for quick approval of ESIAs for 

GMGs. 

 

 
  



7 

 

V. OTHER CHALLENGES 

 

DISCOs 

• The capacity of GENCOs to meet yearly targets as envisioned in PPAs; leading to gas constraints and a change in the efficiency levels of GENCOs. 

• No standardised single source for the values for inflation;  

• Project cost overruns, project development inefficiencies currently fully passed through in the PPAs 

• The capacity for GENCOs checked yearly; with no corrections for change in the efficiency levels of the GENCO; 

• Risks due to transmission and gas constraints borne completely by the DISCOs; 

• Lack of transparency in allowing the DISCOs sight of the PPAs to give a better understanding of their vesting contracts 
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Conclusion 
 
The African Development Bank will act as the convener and catalyst towards assisting the Government of Nigeria with engaging private sector and other development partners to 

discuss investment projects, performance of the PSRP and overall dialogue on the state of the NESI.  This will act as a precursor to the Africa Investment Forum that aims to 

increase and attract investment to Africa’s power sector. 

Development Partners will work with the Bank in seeking ways of solving challenges (DISCOs, Liquidity of NBET, Supply of gas etc.) with the goal of mitigating them while using 

lessons learnt to stall repeats in the country. Partners will also voluntarily commit resources either human or financial towards the execution of identified projects and or offer 

technical assistance as well as capacity building.   

The Private sector is instrumental in delivering selected projects. Likewise, developers who have successfully invested in one or two similar projects in the country can share 

experiences to enable quick wins in the implementation of identified projects for signing at AIF.  The Bank is not discounting the existing issue around the 14 solar IPPS between 

the Government and private developers, the issue of cost reflective tariffs or the cost of supplying gas.  However, various high level discussions with the government and some of 

the private developers have led the Bank to intervene by working with the AFC towards accessing concessional financing from the GCF towards mitigating the risk on the solar 

projects to facilitate the reduction of the disputed tariff while other avenues are sought towards tariffs and gas pricing.  

 


