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PROJECT SUMMARY NOTE: Mozambique LNG Area 1 Project 

 

Project 

Description 

The Project entails the design, build, and operate of an integrated Liquefied Natural Gas (LNG) plant, including: 

offshore extraction, underwater pipeline, onshore processing plant, as well as ancillary support facilities. The Project 
will have a capacity of 12.88 mmtpa of LNG and will source gas from the Golfinho-Atum (GA) field within “Area 

1,” which is located 40 KM off the coast of Mozambique. Area 1 has ~75 trillion cubic feet (Tcf) of recoverable gas. 
The Project will supply gas for LNG exports (mainly to Europe and Asia) and domestic consumption, thereby fuelling 

industrial development in the country and the larger southern Africa region.   

 

Client / Sponsor 

The Project benefits from a reputable and creditworthy Sponsor consortium that includes: Total (France; 26.5%), 

Mitsui (Japan; 20%), OVL (India; 16%), Bharat Petroleum (India; 10%), PTT Exploration (Thailand; 8.5%), Oil India 
(India; 4%). In addition, Mozambique’s Oil & Gas Company, ENH, holds 15% of shares in the Project. The 

consortium is led by Total (Operator), one of the world’s largest natural gas & oil exploration & production companies.  

 

Structuring 

& 

Leveraging  

AfDB will provide a Senior Loan of up to USD 400m with an 18-yr tenor, including 4.5-yr grace for construction. 
The Project is underpinned by long term (15-20 years) LNG supply agreements on a take-or-pay basis with investment 

grade off-takers. 11.14 MTPA –86% of production capacity— have been secured with off-takers from Japan, India, 
China, the Netherlands, Indonesia and France.  

 

Cost Structure 

and Fin. Plan 

Total project cost is estimated at USD 24.1bn and includes USD 18.6bn in capex, USD 4bn in financing costs and 
USD 1.2bn as a debt service reserve account. Funding sources include: USD 0.8bn in cash flows from operations (e.g. 

LNG exports between commissioning and COD), USD 7.4bn in equity, and 15.8bn in senior debt. In addition to AfDB, 
senior debt financiers include: US Exim (USD 3.75bn), JBIC (USD 3bn), NEXI (USD 2bn), UKEF (USD 1.2bn), 

ECIC (USD 0.8bn), Atradius (USD 0.66bn), SACE (USD 0.95bn), and Thai Exim (USD 0.15bn); the balance is being 
sourced from international commercial banks, ECA-covered loans, and sponsor senior debt for a total of USD 2.9bn.   

 

Envisaged Bank’s 

Role 

AfDB will act as Senior Lender in this Club Deal, leveraging its resources 60-to-1. The Bank’s participation features 
a strong signalling and demonstration effect, which is expected to help confirm the Export Credit Agency (ECA) and 

commercial bank financing on behalf of Africa’s single largest Foreign Direct Investment (FDI) to-date. The Bank 
will provide an important element of political risk mitigation through its Letter of No Objection and Assurance with 

the Government of Mozambique. The Bank’s participation will ensure the Project’s compliance with its environmental 
and social requirements (ISS) and will introduce economic development indicators in the monitoring of this operation. 

The Bank’s presence will also foster timely reporting on integrity and anti-corruption.  

 

Implementation 

Arrangements 

The Project features two co-borrowers, a Mozambique-domiciled SPV and a UAE-domiciled SPV that will jointly 
and severally provide security to the group of lenders. A cross-guarantee arrangement between the two co-borrowers 

will ensure a pari-passu position across senior lenders. To govern the project financing, the group of lenders will sign 
a Common Terms Agreement and an Intercreditor Agreement. The Bank’s financing will be applied to the Project 

through a Mozambican SPV, in compliance of the Bank’s Policies. The borrowing structure features a standard project 
finance security package, including: (i) pledge over concession rights; (ii) pledge over the sales proceeds account 

(offshore); (iii) pledge over half the shares in the ancillary support facilities holding company (i.e. jetty and materials 
offloading); (iv) mortgage on hard factories (i.e. liquefaction plant), as well as pledges on the overall contractual 

package (i.e. insurance policies, direct agreements, EPC contract, etc.), which facilitates step-in rights.  

 

Market 
Global demand for natural gas –including LNG- is expected to increase between 2020 and 2035 led by Asia Pacific, 
i.e.: China, India, South Korea, Pakistan, Bangladesh Taiwan, Indonesia, and others. The market is expected to expand 

to 631 million tons (mt) per year by 2035, from 313 million in 2018 with continuous growth of 4% CAGR (source: 
Wood Mackenzie). Over the next 5 years, LNG supply is expected to expand to 405 mt (from 325 mt in 2018). After 

2022, the supply is expected to decrease if no additional projects reach FID. It is expected that natural gas will play 
an important role in a world of increased climate regulation, as gas results in 50% lower carbon emissions as compared 

to coal-fired energy generation (energy production currently accounts for nearly a third of global CO2 emissions). 
Given Mozambique’s significant gas reserves and strategic location, the country has the potential to become a major 

supplier of LNG to Europe, Asia, and beyond, thereby lifting millions out of poverty.  

Justification for the Bank’s Involvement 

Strategic 

Alignment 

The Project is aligned with the Bank’s TYS (2013 – 2022), PSD Strategy and the “High 5s: Industrialize Africa, Light 
Up and Power Africa, and Improve the Quality of Life for Africans.” The operation is in line with the Bank’s green 

and inclusive growth agenda, Mozambique’s Country Strategy Paper Pillar I (2018 to 2022), development of 
infrastructure to enable transformative inclusive growth and job creation focusing on energy sector as well as Southern 

Africa’s Regional Integration Strategy. 



Development 

Outcomes 

The Project constitutes the Continent’s single largest FDI to-date and the largest project financing in Africa. The sheer 
volume of gas discovery and expected LNG production is expected to place Mozambique in the third rank of global 

LNG suppliers. Over its lifetime, the Project will directly contribute an estimated USD 67.1 billion to the country’s 
GDP with indirect effects greatly surpassing this amount. Completion of the Project will be transformational for the 

economies of Mozambique and the larger Southern Africa region. It will allow for the implementation of large 
industrial projects, which may include: (i) USD 2bn fertilizer production plant; (ii) USD 5bn gas-to-liquid (GTL) 

plant; as well as (iii) Independent Power Producers using gas turbine technology. About 5,000 jobs are expected to 
result from the construction of the LNG facility, of which 22% are targeted to be women. An additional 1,000 jobs 

are expected during operations, of which 220 women. The Project will result in high-skills transfer, as a number of 
Mozambicans will be trained in the US and Canada. Social investment by the Project in 2018 amounted to USD 4.5m. 

SME linkages in Southern Africa are expected to surpass the USD 1bn-mark during the construction period alone. 
The project will also supply 100 mmcfd to the domestic market. The domestic gas supply will require significant 

infrastructural investment such as gas treatment facilities, transfer meters, compression, pipelines and associated 
systems which will boost industrial activities and spur industrialization. 

Additionality and 

Complementarity 

Given its sheer size, relatively high level of perceived risk, and long-tenor requirement, the Project requires DFI and 
ECA funding to close the funding gap as ordinary capital markets are unable to fulfil financing requirements of this 

magnitude in Mozambique. The Project requires up to 18-year tenors to become economically feasible. While the 
Bank’s presence will help attract commercial bank liquidity, it will also result in an element of political risk mitigation 

for debt providers and equity investors alike as AfDB is likely to end up as the only multilateral financier to participate 

in the Project. Through its participation, the Bank will play an important role in closing the Project’s financing gap 
and improving the likelihood of long-term sustainability through: (i) the introduction of developmental metrics in loan 

implementation; (ii) an ongoing and effective policy dialogue in Mozambique; and (iii) an active role in supporting 
transparency and adhering to international best practices, particularly around integrity and anti-corruption measures.  
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