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n 2017, the Board and Management of North South Power Company Limited (NSP)
took a strategic decision to seek alternative funding options, to optimize and
diversify its capital structure as this would enable NSP take advantage of the
emerging opportunities in the power sector.
After a careful review of the funding options available to the Company, a decision was taken
to issue a 15- year bond which was very ambitious at the time. The power sector had liquidity
challenges and the narrative was very negative. However, NSP had a ﬁrm belief that with
proper planning and putting in the right building blocks, it should be able to achieve the
objective and was determined to change the narrative to represent one of the Diamond in the
rough.
The culmination of eﬀorts resulted in the clearance of the Securities and Exchange
Commission on the 27th of February 2019 to issue the bond to the investing public. North
South Power Company Limited through NSP-SPV PowerCorp Plc, issued its ﬁrst N8.5 billion
15 year 15.60% Series 1 Guaranteed Fixed Rate Senior Green Infrastructure Bonds (“Series 1
Green Bonds”), due 2034 under a N50 billion Debt Issuance Programme.
The Series 1 Green Bond was certiﬁed by TUV NORD CERT (www.tuv-nord.com); an approved
veriﬁer under the Climates Bonds Standard, in conformity with the International Capital
Market Association's (“ICMA”) Green Bond Principles; the Nigerian Federal Ministry of
Environment's Green Bond Guidelines; and the Green Bonds Issuance Rules of the Nigeria
Securities & Exchange Commission. The development of the “Green Bond Framework” and
the pre-issuance veriﬁcations were obtained through technical assistance funding from the
African Local Currency Bond Fund (www.alcbfund.com), an initiative of KfW Development
Bank.
The Series 1 Green Bond was oversubscribed by 60% with ﬁrm commitments from twelve (12)
institutional investors including nine (9) pension funds and priced at a 70bps spread to the
comparable 15-year sovereign benchmark bond (FGN 2034) as at 04 February 2019.
The issuance of the ﬁrst corporate green infrastructure bond and the longest tenured
corporate bond in Nigeria is a signiﬁcant milestone in the Nigerian Capital Market. It is hoped
that this achievement will motivate other industry players to emulate NSP. The company is
truly humbled to have set this milestone and very importantly, thankful for those who have
been part of the journey. The success of the transaction further highlights the growing
appetite for socially responsible investments in the Nigerian Capital Market.
For clariﬁcations:

KOLAPO JOSEPH,
GM Corporate Finance and Corporate Development
kjoseph@northsouthpower.com
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Executive
Secretary’s
Note
t is with certain excitement that I welcome
you all to the last month of the year, and of
course, to another packed edition of the
GenCos Heartbeat. 1st November, 2019 marked six
years since the Federal Government under the
leadership of President Goodluck Jonathan privatized
the Nigerian power sector. It has been interesting
watching the sector undergo growing pains and
proceeding along its very steep learning curve, and
although the general outlook of the sector looks bleak,
we must all proactively keep faith and anticipate the
proverbial light at the end of the tunnel.

I

It has been some months since the new government
assumed power, and there are already two notable
agreements that will impact the Nigerian power sector.
In July 2019, President Muhammadu Buhari signed the
African Continental Free Trade Area (AfCFTA)
Agreement. This agreement currently comprises of 54
African nations. It has been described by the IMF as a
potential game changer, which if well managed will
connect 1.3 billion people, create a $3.4 trillion
economic bloc, and spur commerce within the
continent itself. (Shao, 2019). The signing of this
agreement is a clear indication that the Buhari led
government is ready for business, and may indeed
ﬁnally oﬀer the much-needed attention the power
sector, particularly the GenCos need to discharge their
mandates.
To adequately compete in the Free Trade Area, and
grow the nation's GDP, it is critical for the government to
provide steady and regular power supply for diﬀerent
type of industries where goods, appliances, tools,
instruments, machines, modern communication
equipment and gadgets, vehicles, aircrafts, ships and
others are manufactured. Thus, it is not farfetched to
suggest that the beneﬁts of the AfCFTA agreement to
Nigeria will not be fully realized, until the challenges of
the power sector are fully addressed.
Another note-worthy agreement that has had industry
tongues wagging, is the Siemens Nigerian
Electriﬁcation Roadmap (NER). Following the
company's success in Egypt, the Nigerian government
1

signed a Memorandum of Understanding with
Siemens to address and solve Nigeria's power crisis.
According to the small snippets of information
garnered, as the proposal document is hitherto still
inaccessible, in three phases, Siemens seeks to
increase the power sector's end-to-end operational
capacity to 7000MW by 2021, 11000MW by 2023 and
ﬁnally 25000MW by 2025.
Industry experts are in turmoil, as questions
concerning funding, timeline, governance, regulatory
agencies, amidst others have not been addressed. It is
also wholesomely disconcerting that the actual
document is still inaccessible by industry participants,
and indeed the public. Furthermore, GenCos were not
consulted during the development of the NER, or
before the MOU was signed. This is particularly
disturbing given the GenCos' prominent position as key
industry participants, and the additional fact that the
third phase of the Siemens proposal is almost entirely
dedicated to increasing GenCos installed capacity.
This edition features thought provoking and powerful
pieces that aim to analyse and further discuss the
Siemens Nigerian Electriﬁcation
Roadmap, alongside other articles
that continue to shed light on the
power crisis. It also debuts an
interesting new section called
“Consumers Speak”.
We constantly strive to improve
our services, and look forward
to continuing this journey
with you. Please stay
tuned to our website and
social media channels
for exciting news,
publications and
research.
Now, sit back, relax and
have a very pleasant read!
Dr. Mrs. Joy Ogaji
Tel: 08130922398 Email: ogajij@apgc
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The Legality and the Role of Associations
in the Nigerian Power Sector
By Dr. Joy Ogaji
Executive Secretary, APGC

Abstract
he nascent nature of privatised electricity in
Nigeria requires a determination of functional,
regulatory and legal boundaries among
stakeholders and across the Nigerian
Electricity Supply Industry (NESI). Just as important is
acknowledgement that the comparative paucity of
electricity versus the level of economic development
of the country demands a partnership and
collaboration of all the players of NESI. It is in the
context of the two critical preceding points that the role
of the respective associations in the power sector must
be considered. Thus, the following questions must be
deemed pertinent, as we seek to ﬁnd solutions to the
emergency of power supply that currently exists in
Nigeria:

T

a. What exactly can participants in the power sector
hope to attain by organizing to form associations?
b. Will these associations help or impede the
progress of the power sector?
c. Should these associations be casually locked out of
key stakeholder meetings and policy formulation
sessions?
d. Are these associations per-chance, illegal? and
e. Can these associations be a driving forces of positive
change in the power sector?
Associations and the Nigerian Constitution
A prevailing deﬁnition of an association is a voluntary
organization of individuals or independent business
units for the promotion of a common objective.
Section 40 of the 1999 Constitution provides among
other things that: Every person shall be entitled to
assemble freely and associate with other persons, and
in particular he may form or belong to any political
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party, trade union or any other association for the
protection of his interests. A quick appraisal of this
snippet above, reveals that the right to existence of
peaceful associations in Nigeria is in fact a fundamental
human right, enshrined in the Nigerian Constitution
which according to Section 1 (1) provides that the
Constitution is supreme, and its provisions shall have
binding force on all authorities and persons throughout
the Federal Republic of Nigeria.
The above constitutional requirement is further
enabled by the Company and Allied Matters Act CAMA)
that, under Part C, provides for registration of
incorporated trustees. Speciﬁcally, “where one or more
trustees are appointed by any community of persons
bound
together by customs, religion, kinship or
nationality or by anybody or Association of persons
established for any religious, educational, literary,
scientiﬁc, social, development, cultural, sporting or
charitable purpose, he or they may if so authorized by the
community, body or Association…apply to the
Commission in the manner hereafter provided for
registration…as a corporate body.”
The Recognition of Associations in the Nigerian
Power Sector Market Rules
Rule 42.2.7 of NESI's Market Rules, speciﬁcally,
mandates a role for industry associations by ensuring
that such associations are the nominating entities for
industry representatives that will constitute the Final
Stakeholder Advisory Panel.
The Beneﬁts of Association in the Power Sector
Trade and consumer associations bring signiﬁcant
value to NESI. Indeed, there is no greater testament to
this than the Nigerian Electricity Regulatory
Commission's founding and promotion of the
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consumer associations, the Network for Electricity
Consumers Advocacy of Nigeria (NECAN). NECAN
seeks to promote and protect the interests of electricity
consumers, with particular focus on the pricing,
reliability, safety and reliability of electricity supply.

all share their generating resources by dispatching
them based on least cost principles reducing overall
cost of the members. PJM evolved to be the ﬁrst
Independent System Operator (ISO) in the USA.
Ÿ

Independent Electricity Generators Association
Incorporated (IEGA), of New Zealand, is yet another
association that represents more than 40 electricity
generation businesses in New Zealand, promoting
the sharing of technical expertise and providing
input to government policy and regulatory issues
impacting members operations.

Ÿ

The Association of Electricity Producers (AEP) is a
trade association (an organization that helps
diﬀerent companies in the same industry to
collaborate) and it was created to lobby the United
Kingdom government, speciﬁcally, the Department
of Energy.

The trade associations, covering the spectrum of gas
supply, generation, metering and distribution, while
delivering diﬀerent products, share a commonality of
goals and objectives:
a. Pursuing advocacy that results in a fair and
balanced business environment, with the resultant
beneﬁts for consumers of cost-competitive,
reliable and eﬃcient products and services;
b. Research, innovation and development of industry
technical knowledge, knowledge sharing, as well
as promotion of best practices, that will lead to
eﬃciency of the sector;

The American Public Power Association (APPA) of
the USA is the voice of notc. Improved product and
fo r- p ro ﬁ t , c o m m u n i t y service delivery,
owned utilities that power
resulting from market
Sidelining any stakeholder in
2,000 towns and cities
research conducted by
nationwide. The association
the NESI is a luxury that the
the associations;
advocates and advises on
nation cannot aﬀord.
electricity policy,
d.
Collaboration and
technology, trends, training,
partnership with
and operations. Its
Government on
members strengthen their communities by
measures that can best address infrastructure
providing superior service, engaging citizens, and
deﬁciency, capital and investment inadequacy, high
instilling pride in community-owned power.
production costs, enabling policy and regulation,
etc.;
Conclusion
e. Building consumer awareness on electricity related
To better build a business environment in our nascent
matters – safe use of electricity, electricity
privatized
NESI, as well as promote business models
eﬃciency, customer role and responsibility;
that will generate the quantum of electricity that will
f. Training and certiﬁcation resulting in a competent
positively impact the quality of life of Nigerians,
and productive workforce; and
sidelining any stakeholder in NESI is a luxury that the
g. Working with applicable authorities to develop
nation cannot aﬀord. NESI requires all stakeholders,
industry standards that will ensure for safe,
inclusive of the various value chain associations, to
consistent and improved product and service
partner and collaborate in the creation of an
delivery to customers.
environment that helps promote policies, regulations
and practices that will result in reduced costs, increase
Relative to the power sector, Nigeria is not alone in
productivity, create jobs, and promote innovation. With
exploring the symbiotic beneﬁts of association, given
all associations at the table, based on collaboration and
that other climes practice this and are reaping the
partnership with Government and its agencies, the
beneﬁts. Examples of such associations are as follows:
likelihood for the turnaround of the ailing NESI can only
be enhanced and not diminished.
Ÿ Pennsylvania-New Jersey Interconnection (PJM): In
Ÿ

1927 the Public Service Electric and Gas Company
(PSEG), Philadelphia Electric Company (PECO), and
Pennsylvania Power & Light Company (PPLC)
formed a power pool (association) called the
Pennsylvania-New Jersey Interconnection (PJM).
The purpose of the power pool was for members to
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Re-thinking the
Model for an Eﬀective
Nigerian Electricity
Supply Industry (NESI)
Six Years After:
Challenges for
Government
and Industry
By Dr. Joy Ogaji, APGC

P

ost-privatisation progress in the power sector
has been stunted by various deep-etched
challenges. These challenges point to the
need for Nigeria to do more in addressing
lingering bottlenecks such as the sub-optimal
utilization of available generation capacity, low rates of
collection and remittance, inadequate transmission
infrastructure and high distribution losses.
The title clearly portrays that the current operational
model in the Nigerian Electricity Supply Industry (NESI)
is actually not working and hence requires a rethink. A
pivotal area of the economy which will bring about value
addition and transform Nigeria's status as world capital
of poverty is to ﬁx the power sector challenges. This is
because power is the pivot on which all other sectors
revolve as well as support the current focus on the
diversiﬁcation of the economy, which is impossible to
achieve without power.
This discourse therefore, hopes to establish the nexus
or inter-relatedness of the various aspects of the
privatisation as necessary, to provide an updated
shared vision: a more integrated approach for a viable
and sustainable outcome for the beneﬁt of all.
A key area of examination is the role that private sector
investors are expected to play, given that the
anticipated growth in electricity supply to Nigerians has
not been achieved.

and operating costs of new and existing
generating capacity
Ÿ

Encourage innovation in power supply
technologies

Ÿ

Shift risks of “ineﬃciencies/errors” to operators
and away from consumers

Ÿ

Support retail prices/tariﬀ that reﬂect eﬃciency
in service and reliability in supply

Ÿ

Provide enhanced array of retail service
products such as meters, risk management,
demand management, and opportunities for
service quality diﬀerentiation based on
consumer preferences

Ÿ

A strong political commitment to making
competitive markets work is important because
it's a long diﬃcult process with gainers and
losers

NOTE:
Ÿ

New market and institutional structures are
necessary for successful liberalisation (good
market design cannot ﬁx a bad market
structure).

Ÿ

Harmonisation is pivotal for market and
regulatory institutions between network control
areas to facilitate eﬃcient trading, enhance
competition, and support investment in
transmission capacity over large geographical
regions

Ÿ

Well-functioning short-term wholesale (and

WHY RE-POWER or RETHINK THE SECTOR MODEL?
Ÿ

To provide long run net beneﬁts to society

Ÿ

Provide better incentives for controlling capital

GENCOS HEARTBEAT
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retail) markets are necessary to provide
appropriate incentives for investment in and
retirement of generating capacity
Ÿ

Well-functioning wholesale markets provide
necessary signals for evaluating both regulated
and merchant transmission investment. The
rethinking model therefore entails facilitating the
transition from a non - performing and
unviable/unsustainable sector six years after
and replacing it with a best practice framework
or models hinged on: ﬁrm corporate governance
structure; working and developing network/
infrastructure to ensure a secure electricity
supply. To achieve this, documents such as the
Market Rules need to be updated and better
matched with policies while keeping the same
overall market architecture.

Re-powering or rethinking the NESI can be done in
several ways, depending on the existing market design
or regulatory framework. Issues such as providing better
clarity to the roles and responsibilities of the various
licensees and market participants and the impact nonperformance has on other segments of the value chain.
The re-powering can be as extensive as creating shortterm markets to test eﬃciency and incorporating
policies to increase renewables as part of a consistent
market framework.
Research has shown that in other markets, re-powering
markets brings together today's best practices in new
electricity market design and details the most eﬀective
and eﬃcient ways for re-powering electricity markets to
address the 21st century challenges of transitioning to
eﬃcient and reliable market characterised by:
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ

Ÿ
Ÿ
Ÿ
Ÿ

5

Balance supply and demand in real time
Maintain network's physical parameters (e.g.,
frequency)
Avoid adverse impacts on interconnected
networks
Rapid system restoration
Minimise cost of achieving these goals
Provide eﬃcient price signals to consumers
Eﬃcient investment consistent with market
agreements, licencing terms, reliability and
standards transparent decentralised market
mechanisms
Eﬃcient scheduling generation and load to
balance supply and demand continuously
Eﬃcient generator dispatch
Eﬃcient provision of frequency regulation and
operating reserves
Eﬃcient allocation of scarce transmission
capacity

Ÿ
Ÿ

Coordination with neighbouring systems to
support trade and reliability
Manage operating reserve emergencies and
unplanned outages of G&T consistent with
appropriate reliability criteria using market
mechanisms.

The rethinking expected in the Power Sector Reform,
should be geared towards substantive evidence-based
evaluation around ﬁve key themes:
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ

Cost recovery
Utility governance and restructuring
Power markets
Regulation
Political economy

The narrative should be around the reform dynamics as
necessary to evaluate the impact of reform measures
on key dimensions of sector performance including
reliability and security of supply, operational eﬃciency,
and cost recovery and energy access. The overall aim is
for regulatory and policy makers take the necessary
restructural steps to make the market viable.
There is certainly a need for a new approach in the
sector especially, on the management and control of
electricity generation, transmission and distribution
systems geared towards meeting consumers' need of
electricity that is aﬀordable, reliable and sustainable.
Therefore, the proposed rethinking should primarily
seek to improve the quantity and quality of supply to the
underserved, deliver electricity to the unserved,
minimise AT C& C losses (Aggregate Technical
Commercial & Collection losses) and ensure customer
centric initiatives or customer satisfaction.
A critical component missing in the current market
design is the lack of a post- privatisation roadmap which
could act as a compass to a commercially viable market
with all participants held accountable to their
obligations. Transparency and service level agreements
to all licensees and market participants including the
government agencies should be the battle cry. The
ripple eﬀect from an eﬃcient and productive power
sector will be felt across all sectors that rely heavily on
power including agriculture, manufacturing and
information technology, education, health etc.
The primary area for attention to ensure secured supply
and eﬃciency is the adequacy of funds collected and
remitted by distribution companies to service the
remaining part of the electricity value chain.
Collection of market funds: The current downward
movement in the collection and remittance of market
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funds is capable of eliminating the ability of fuel
suppliers, generating companies and transmission
companies in meeting their ﬁnancial obligations to their
vendors and suppliers, which include gas supply and
transportation, long term maintenance, procurement of
expensive spares, remuneration of staﬀ, servicing of
bank loans and payment of insurance premiums
required to sustain operations which are all being
threatened to completely undermine the entire
electricity value chain.
This ﬂow of money will serve as an indicator and ensure
that investors who had earlier expressed overwhelming
interest during the bidding process for the PHCN asset,
come in to invest in NESI (Madu, 2016). In recognition of
the fact that the DisCos are the only source of revenue
into the market, there is need for billing and collection to
be regulated given the imperatives for improved billing
and revenue collection, and technical loss reduction.
Another pivotal area for market sustainability is the need
for eﬀectiveness of contracts, all backed by guarantees
in the power value chain. With the existence of an
enhanced payment security, GenCos will be able to fund
working capital and raise capital expenditure to upgrade
their operations in order to meet the electricity demands
of Nigeria. GenCos require adequate payment security
from the federal government (NBET) as per the PPA to
back stop payments due under the PPA.

•

(especially in the distribution subsector)
Allowing for the N-1 criteria (redundancy) and
ring networks (back-feed network
arrangements)

Available facts indicate that further investments in the
generation sub-section is not optimal at this time, given
that power currently generated does not get to the
customer with high incidences of load rejection by the
DisCos due to capacity constraints and other
commercial considerations. TCN currently indicates that
it has nearly all the funds needed to close identiﬁed
gaps. This should help TSP to completely achieve a ring
o r l o o p e d n e t wo r k a n d p rov i d e t h e n e e d e d
redundancies to make for reliable operations.
The distribution sub-sector represents yet another area
in need of massive infrastructural growth/development
to enable the impact of gains in the generation
subsector to be appreciated. Research has shown that
nearly 35% of installed distribution capacity is not
available real time, due to aged, overloaded and fragile
infrastructure (Ike, 2016).

NBET's inability to carry out its statutory roles brings its
viability into question, as GenCos are forced to bear the
risks associated with sub-standard transmission and
distribution system, leading to generated power
becoming rejected or forced to be reduced to match the
infrastructure that distributes this power to the
Customer, making GenCos operate below their
optimum level.

The current model of dealing with the sector issue is
reminiscent to the parable of the blind men and an
elephant. It is a story of a group of blind men, who have
never come across an elephant before and who learn
and conceptualize what the elephant is like by touching
it. Each blind man feels a diﬀerent part of the elephant's
body, but only one part, such as the side or the tusk. They
then describe the elephant based on their limited
experience and their descriptions of the elephant are
diﬀerent from each other. The moral of the parable is that
humans have a tendency to claim absolute truth based
on their limited, subjective experience as they ignore
other people's limited, subjective experiences which
may be equally true.

The grid volatility: Yet another area for the rethinking is
dealing with the volatile grid. The ideal power delivery
model for Nigeria envisages a transmission wheeling
capacity that is at least 20% higher than the generation
capability and a distribution capability that is at least 20%
higher than the transmission wheeling capacity:
•
Allowing for optimal loading
•
Allowing for technical loss considerations

The Nigerian Power Sector is very similar to the parable
of the blind men and the elephant. Many people have
suddenly become experts in the power sector and are
now advisers based on their presumed mastery of the
sectorial issues. The truth is no one knows it all, which is
why a proper and full consultation of all relevant
stakeholders before critical decisions are taken in the
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sector is key to moving the sector forward.
There is a clear lack of eﬀective policy and regulatory
engagement in the sector, largely due to a seemingly
disengagement or a lack of capacity in generating
transformative insights for the sector by the relevant
stakeholders manned with these functions. The
challenge is to bring fresh ideas by way of good policy
suggestion, so as to enable the administration under
good persuasion be willing to implement such policy
ideas.

distributed load averaging at 2,800MW, levels
considered abysmal even during the pre-privatisation
era.
With both transmission and distribution technical
incapacitated, there is a need to demarcate and
measure the extent to which either the transmission and
distribution segment contribute to load rejection. We are
all witnesses to the constant bickering between the
transmission and distribution companies regarding who
is responsible for the lingering load rejection in the
network.

For instance, a major hurdle in the sector aside the
We have grappled with this phenomenon since then
liquidity challenge is the load rejection or unutilized
and hoped that through privatisation, we would be able
load. Load rejection is the phenomenon whereby
to solve the problem conclusively. Therefore, there is an
available electricity infrastructure is unable to deliver
urgent need by way of a rethink, at this time, to conduct
available generation to load points within the electricity
another stress test to delineate the load bearing
network. There are many reasons this phenomenon
capacities of the DisCos and TCN.
occurs; it could be as a result of a fault in the network; it
could be due to inadequate or dilapidated
The big question in the load rejection debate is 'where is
infrastructure; or it could be due to commercial reasons.
the regulator in all these? Does the regulator fully
When transmission infrastructure is unable to eﬀectively
understand
this phenomenon? An examination of the
or adequately oﬀ-take
eﬀorts of the regulator at
and wheel power from
resolving
this problem
generating companies
reveals that there has
(GenCos) to the
It is unimaginable that the very
b
e e n n o a t te m pt to
distribution companies
reasons for the privatisation of power
recognise
and address
(DisCos), load rejection
the
commercial
aspect
are
still
with
us
six
years
later
occurs, and some
of the load rejection
portions of available
phenomenon.
So, like
generation will be
the
regulator
and
indeed
stranded as a result. Conversely, even when the
all
major
stakeholders
in
the
electricity
industry,
the
lack
transmission segment can oﬀ-take and wheel power
of focus on the commercial angle to the multi-headed
from the GenCos to the DisCos and the DisCos lack
problem,
means that prospects of growing generation
adequate infrastructure to eﬀectively and eﬃciently
will
remain
extremely slim. With GenCos having about
distribute power to load points within the network, load
half
their
available
generating capacity idle, it is
rejection still occurs, and some portions of available
i m p o s s i b l e to co n ce i ve of a ny we l l- m e a n i n g
generation remains stranded.
prospective investor to invest in power generation in
Nigeria (Ike, 2019).
Commercial considerations are yet another set of
sinister and ubiquitous reasons load rejection occurs.
Better Market Leadership and Coordination
Commercial considerations may lead operators to direct
NERC pursuant to the provisions of the EPSR 2005)
power to areas they ﬁnd easy to collect revenue and
sections 32 and 96, has the mandate to provide
areas where the tariﬀ is at a premium (leading to overleadership and coordination. Currently, there is lack of
recovery). Sadly, most commentaries on load rejection
coordination and consistency across industry
seem to focus on the technical aspect only; maybe
stakeholders
leading to:
because the commercial angle is diﬃcult to establish,
measure, or even to comprehend (Ike, 2016).
The Nigerian scenario is such that both the transmission
and distribution segments within the Nigerian power
delivery value chain are both inadequate to oﬀ-take,
wheel, and distribute the available generation in the
country eﬃciently and eﬀectively. It is unimaginable that
the very reasons for the privatisation of the power are still
with us six years after; in fact, it has gotten worse with

7

•

Overlap of responsibilities and unclear
boundaries among organisations

•

Regulatory uncertainty related to NERC
decision and tariﬀ setting

•

Capacity and skills constraints across the
industry

•

Scarcity of capital
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•

Lack of accountability due to absence of
corporate governance.

The power sector is a volatile, uncertain, complex, and
ambiguous environment. Given the complexity of the
industry, associated with hot spot issues such as
regulatory challenges, geopolitical pressures,
environmental issues, lack of good leadership and
coordination to set new directions, align people with
mission-critical imperatives, create commitment to
new vision and action, and develop talent becomes
imperative.
Key recommendations for policy makers and
regulators include the following:
Policy makers. Create policy frameworks that are
eﬃcient, stable and ﬂexible, recognising the inherently
uncertain technological and economic environment we
live in.
Ÿ

Ÿ

Plot the most eﬃcient pathways to policy
objectives. Create incentives for “no regrets”
investments, such as energy-eﬃcient
technologies, demand-response services and
more-eﬃcient networks and plants. Exploit the
most eﬃcient renewable resources within and
across borders.
Stabilise policy by building in ﬂexibility and
working to increase societal support. Recognise
inherent uncertainties by investing incrementally.
Communicate the value of investments to society.
Reduce risk to investors by prohibiting retroactive
policy changes.

Regulators. Provide clear direction to markets while
minimising interventions. Ensure clear, eﬀective signals:
Provide a clear, stable market signal on carbon pricing,
for example, to create incentives for de-carbonisation.
Ÿ

Ÿ

Reward eﬃciency, reliability and ﬂexibility.
Encourage the industry to develop generation
and grid systems that can respond to volatile
ﬂuctuations in demand. Recognise the value of
reliable grid capacity in network tariﬀs and
regulatory frameworks.
Create level playing ﬁelds across geographies,
businesses and technologies. Harmonise
incentives, encourage appropriate physical
interconnection and remove unnecessary
regulatory barriers to competition between
incumbent utilities and new entrants.

Business Continuity, by its very nature includes the
complete value chain from fuel to customer. The lack of
strategic planning and ineﬀective implementation have
been the bane of Nigerian Power Sector planning and
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development for decades and has led to the continual
poor performance, lack of attractiveness for investment
and ineﬃcient conversion of any available funds to
measurable improvements in sector performance.
There is a huge suppressed demand and an enormous
opportunity to meet the strategic objectives to increase
electricity access, reliability and release the potential
wealth that Nigeria inherently has. Hence, business
continuity applicable to generating and supplying
power and making a liquid market require a focused
and dedicated new approach from all stakeholders and
p a r t i c i p a n t s , w i t h p e r fo r m a n c e m o n i t o r i n g ,
transparency and penalties at the appropriate source of
underperformance.
CONCLUSION
The NESI is aﬄicted by a combination of technical,
administrative (Leadership and coordination) and
ﬁnancial (liquidity) problems that have worsened over
the years.
A rethinking therefore is needed to restructure and
activate the participation of the private sector as a
critical requirement for a liberalised market,
precipitated through the separation of policy,
ownership and regulation which has not been achieved
unfortunately six years after the privatisation.
To exit from the current pitiful and near bankrupt state of
NESI, the three main parties: the government, the
private sector and the regulatory body must be seen to
each play their role as success:
Ÿ

Depends on how well each party plays its role

Ÿ

Means better availability and reliability of the
electric network and lower marginal electricity
cost.

Ÿ

It also means better market attraction to investors.

Ÿ

Will aﬀect directly all categories of households

A major motivation for the rethinking model should be
the fact that the general populace are urgently in need
of safe, reliable and aﬀordable power to create
prosperity through economic activity and lead a more
fulﬁlling life.
A typical example is the hunger and search for selfgeneration through generating sets. Statistics shows in
2017, the country spent about $5billion on fuelling
generating sets. Security and reliability of supply of
what is available is another challenge as the
transmission and distribution networks trade blame
games as to who takes and does not take load made
available by the generating companies. Poor utilisation
of available capacities with only about 50% utilised.
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NIGERIAN

POWER
CRISIS:

A Critical Analysis of the Economic and Commercial Impact
Introduction

T

he history of industrial development in both
advanced and emerging economies indicates
t h a t p o w e r p l a y s a v i t a l ro l e i n t h e
industrialisation process. Energy was a major driver of
the English Industrial Revolution, and no country has
been able to initiate and sustain an industrialization
program without access to good, stable and aﬀordable
p o w e r s u p p l y. T h u s , s u c c e s s i n p ro m o t i n g
industrialisation in Nigeria depends largely on the
extent that the government can eﬀectively deal with
the energy challenge, which has and continues to
constrain the development of domestic enterprises.
With a population of about 200 million people, Nigeria
has the largest electricity demand on the African
continent. Although there have been continuous
investments in electricity infrastructure by the Federal
Government of Nigeria, the electricity consumption per
capita is still at a low ﬁgure of approximately 120kWh.
It is estimated that the Nigerian economy is losing over
$29.3 billion annually, due to the lack of adequate
power, which accounts for over 6% of GPD. As at 2017, it
was also estimated that the Nigerian power sector
would still require investments of approximately $1.5
billion annually, from 2017 to 2021, to achieve sector
viability.
In a rather signiﬁcant contrast, South Africa, by no
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means a ﬁrst world country, currently has electrical
generation capacity of 45,000MW equating to
860Watts per head, while Nigeria's equivalent ﬁgures
equate to only 34Watts per head!
This article seeks to examine the commercial impact of
poor electricity supply on SMEs, the luxurious real
estate market and female entrepreneurs in the country.
Small and Medium Enterprises
Nigeria boasts of over 37 million Small and Medium
Enterprises (SMEs), which accounts for more than 84%
of jobs in the country. Available reports from the
National Bureau of Statistics (NBS), shows that in the
last 5 years, SMEs have contributed about 48% to GDP.
However, this would have grown by over 50% if there
was constant power supply.
SMEs are considered the main drivers of every
economy, they are recognized worldwide as the
engines of economic development and industrial
growth, solving the twin problems of unemployment
and poverty. In Nigeria, the contribution of small and
medium manufacturing, service and business
enterprises is signiﬁcantly greater than that of large
enterprises when it comes to innovation, and
productive employment including self-employment
and optimum utilization of latent resources. However,
they are also the most vulnerable of business entities
and the consistent power crisis in the country has no
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doubt impacted their businesses negatively.
Mechanics, hairdressers, small scale manufacturers
and traders all depend on reliable supply of power to
run their businesses proﬁtably without which they will
be out of business.
Let's take a look at one of such SMEs. “Diamond by
Treash Designs (DBT)”, a small-scale fashion
enterprise operating in West Africa's largest estate,
Gwarinpa, with a yearly revenue of about N7million.
Since inception, the enterprise has been constantly
beset with the challenges of inadequate and
unreliable power supply; this has adversely impacted
the company's bottom line, production, and customer
satisfaction. Per annum, DBT spends about N500,000
on grid power, and in spite of this, still spends about
N1million naira on servicing and fuel for its backup
generators. This means that power on its own, eats into
about 21% of the company's revenue.

Luxury Estates
Luxury estates, as the name implies, are estates that
are remarkably expensive and desirable, with most of
their amenities contingent on power. People who
reside here are upwardly mobile citizens and
expatriates, with the acute need for comfort,
especially after a hectic day at work.
For such estates, power cost is estimated to constitute
about 60% of total service charge, and residents are
naturally not pleased. Citing Ikoyi District in Lagos as a
case study, power supply stands at N27 per kwh, while
the cost of running generators is pegged between
N100-N120 per kwh, inclusive of the actual cost of the
generator, diesel, maintenance and servicing.
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Owners and residents of these places are constantly
looking for means to reduce this cost, but the
prescribed remedies are usually not desirable. Often
suggested remedies include power rationing or a
special tariﬀ structure which could be forged with
respective power distribution companies. Suﬃce it to
say, the former measure will be largely unpopular
among this class of people, who are used to the
comfort of stable power supply, while the latter will
cost residents at least 80% extra when compared to
regular tariﬀ structures.
From the foregoing, it is easy to conclude that the
diﬃculty of running and maintaining luxury estates in
Nigeria lies majorly in the poor quality of power supply.
Discounting costs, there are other disadvantages to
consider when discussing alternative power supply.
These include: harmful carbon monoxide emitted by
generators, noise pollution and vibrations that disturb
the natural ambience and of course the potential of ﬁre

hazards. Hence, if generators and other alternatives
are leveraged to power amenities in such estates, a
portion of the “luxury” the estate oﬀers will essentially
be lost.
Female Entrepreneurs
The increasing participation of women in business is
not unrelated to the need to augment family income. In
many homes, women have inadvertently assumed the
role of breadwinners due to the inability of their
spouses to perform this role.
Globally, more women have begun to record giant
strides in sectors such as information technology,
agriculture, textiles, entertainment, media, oil and gas,
and health amongst others, as against traditional
women-denominated sectors of food, beauty and
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fashion. Female entrepreneurs in Nigeria have
commendably also ventured into these nontraditional women sectors to create enterprising
products and services which are appealing in the
global market. Some of these businesses include;
Emzor Pharmaceuticals, Ebony Life TV, Famfa Oil
Limited, Biola Alabi Media, Linda Ikeji Media, House of
Tara, Secure ID Nigeria Limited, etc.

these unfortunate incidence is the fact that the
majority of these women were the primary ﬁnancial
providers in their homes, and even more disturbing is
the fact that years later, the electricity supply narrative
has not changed.
The need therefore, an urgent need for immediate
intervention in the power sector to sustain the eﬀorts of
the current base of Nigerian female entrepreneurs and
to encourage other women who harbour
entrepreneurial aspirations.

These female-owned businesses are faced with a
myriad of constraints that restrict their growth such as
limited access to funding, societal discrimination, and
lack of mentors or role
models amongst others.
H oweve r, e l e c t r i c i t y
Inadequate power supply
supply leads the charge of
therefore, is an allthese constraints, which
encompassing, overarching
although also aﬀects male
challenge that must be actively
entrepreneurs, actually
tackled to provide stability
compounds challenges
to the various sectors
eminently unique to
female entrepreneurs in
of the economy.
Nigeria.
In 2015, an article published by Punch newspaper
featured the sad stories of women whose frozen foods
businesses collapsed due to poor power supply. One
of the women featured was quoted to have said that
the high cost of fuelling her generator ruined her
rd
th
business. Between the 23 and 25 of May of that year,
the amount lost on destroyed frozen foods in that
particular market association was estimated to have
cost over N10million and this was due solely to the
inadequate electricity supply, as well as their inability
to purchase petrol and diesel because of the prevailing
fuel scarcity during that period. The disturbing part of
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Conclusion

The provision of reliable,
aﬀordable electricity is an
important ingredient in
tackling poverty. Grid
electricity enables
hospitals to function more
eﬃciently, and reduces
CO2 emissions by
eliminating the need for
diesel generators. Most
i m p o r t a n t l y, i t wo u l d
remove the greatest obstacle to doing business in
Nigeria and enable manufacturing and other
industries to compete and thrive, domestically and
abroad.

Inadequate power supply therefore, is an allencompassing, overarching challenge that must be
actively tackled to provide stability to the various
sectors of the economy, in order to enable the
establishment of viable businesses, and allow existing
ones to truly thrive.
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Overview
of
Siemens Proposal
in the Nigerian
Electriﬁcation
Roadmap

Introduction
ith a growing population estimated to be
about 200 million. Nigeria is the giant of
Africa. She dominates the continent in terms
of her large economy and population. One
critical and endemic plague the country has been
brutally crippled by, is the lack of constant and reliable
electricity supply, even with her large volume of natural
resources including petroleum resources.

W

Despite several interventions by the government, sadly
only about 40% of the populace are connected to the
grid, with a signiﬁcant amount of this percentage still
bearing the unjustiﬁable brunt of unreliable and
inconstant electricity supply. The consequence of this
yawning gap between demand and supply is that the
poor currently pay more than N80/kWh burning
candles and kerosene; manufacturers pay in excess of
N100/kWh on diesel or LPFO generation; everyone
else pays around N70-90/kWh on self-generation
(diesel or petrol). The result is that Nigerians as a whole
spend between 3 and 5 times as much on selfgenerated light and power as they do on gridgenerated electricity.
The cost, in terms of lost GDP, of the supply demand
gap is many times greater because of the strong and
inescapable link between electricity supply and
economic development. The stalled expansion of
Nigeria's grid capacity combined with the high cost of
diesel and petrol generation has crippled the growth of
the country's productive and commercial industries. If
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this situation were to persist, the cost by 2020 in terms
of lost GDP would be immense.
In an attempt to solve the endemic power problem,
there have been many reform programmes which
experts argued have failed to strategically address
repairs and upgrades to the country's grid and
distribution system, due to poor planning and
implementation.
Against this background, on 31st August, 2018, while
rounding up her West African Economic Cooperation
tour, the German Chancellor, Angela Merkel paid a
courtesy visit to Nigeria's President Muhammadu
Buhari. This visit birthed the Nigerian Electriﬁcation
Roadmap (NER), Germany's intervention in the Nigerian
power crisis, with Siemens as its technical partner.
Siemens, a multinational giant, is an electrical company
incorporated in Germany, with operations in about 190
countries and approximately 285 production and
manufacturing facilities.
In developing the roadmap, Siemens engaged with
relevant stakeholders in the power sector, such as the
Bureau of Public Enterprise (BPE), Federal Ministry of
Power, Works and Housing (FMPWH), Nigerian
Electricity Regulatory Commission (NERC),
Transmission Company of Nigeria (TCN) and Electricity
Distribution Companies (DisCos). The purpose was to
gather thoughts and ideas on the Nigerian power
sector situation, in order to duly address the sector's
co c k t a i l of c h a l l e n g e s . T h e o u tco m e of t h e
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engagement was consolidated into the Nigerian
Electriﬁcation Roadmap (NER). It must be noted that
the Power Generation Companies (GenCos), who are
key participants of the Nigerian Electricity Supply
Industry (NESI) were not consulted pre or post proposal
development, which is currently at its implementation
stage.
On 22nd July, 2019, the Bureau of Public Enterprise, on
behalf of the Federal Government of Nigeria signed the
implementation agreement with Siemens in Abuja,
with President Muhammadu Buhari presiding. This was
followed by a proposal submission and ratiﬁcation on
9th August, 2019 at the Bureau of Public Procurement.

Acquisition (SCADA) /Energy Management System
(EMS) and associated telecommunication
infrastructure for the implementation of the SCADA
system; this will provide the TCN with real time visibility
and monitoring of the transmission grid. TCN has tried
implementing SCADA thrice and failed; Siemens is
allegedly one of the company's previously contracted
by the Federal Government to the tune of over US$10
million on this project.

Phase two of the roadmap proposes to increase the
s e c to r 's c a p a c i t y f ro m 7, 0 0 0 M W e ﬀe c t i ve ly
transmitted and distributed in Phase one to 11,000MW.
This phase will continue to focus on the upgrade and
expansion of transmission and distribution assets, and
will notably focus on the
development of SCADA for
the Electricity Distribution
map should be a
companies.

Siemens is no stranger to the
Nigerian power sector; in
fact, over time the company
The road
has become a key player in
the NESI. Notable energycomprehensive one,
For phase three, Siemens
related project they have
encapsulating the
proposes to increase the
managed in Nigeria includes
technical/interface issues, as
end-to-end power output of
the construction of the
well as the commercial issues
the NESI value chain from
414MW Geregu power plant11,000MW to 25,000MW.
1 and the 434MW Geregu
which may hamper the
Large
scale power projects
power plant-2. The question
technical roadmap from being
are to be executed in Abuja,
begging for answer is, does
implemented eﬀectively.
Kaduna, Lagos and Kano by
the Siemens developed
Nigerian National Petroleum
Nigerian Electricity
Corporation are some of the
Roadmap comprehensively
means the roadmap mentions to drive power
deal with all the issues on the NESI? To answer the
generation to that level.
question, it is imperative to look at the areas of
coverage as it relates to the current issues of the NESI.
There are a number of issues critical to understanding
Phase one of the roadmap focuses on identifying and
the proposal, which may impede its implementation.
addressing TCN and DisCos challenges, with a view to
Let's examine some of those below:
increase the amount of energy wheeled by TCN, and
distributed by DisCos by an additional 2,000MW. This
A roadmap is a strategic plan that deﬁnes a goal or
phase will also focus on signiﬁcantly reducing ATC&C
desired outcome and includes the major steps or
losses and achieving improved grid stability and
milestones needed to reach it. It is a no brainer that we
reliability.
need a post privatisation roadmap with deﬁned goals
and bench markable milestones to guide us to our
During this time, Siemens will also rehabilitate and
Eldorado in the NESI. One very successful roadmap in
implement a national Supervisory Control and Data
the power sector is the roadmap developed and
implemented by the Presidential Taskforce under the
Goodluck Jonathan's administration.

Though all that was captured in the road map is yet to
be fulﬁlled, it is expected that the siemens initiative will
build up from where the other road map stopped, and
encapsulating all that was left undone and adding new
and emerging issues. This is because the NESI
currently have both regulatory and policy mismatch
which dovetails into other issues such as lack of
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leadership and coordination, misalignments, silo sized
management issues of the sector. Some experts have
argued that the roadmap deals or focuses on dealing
with the interface and weak network issue. If that is true
then there is need for a commercial road map capable
of dealing with the interrelated commercial issues
which may hamper the technical roadmap from being
eﬀectively implemented.
While very little of the Siemens initiative has been made
public, little snippets of available information reveal a
to t a l fo c u s o n t h e te c h n i c a l a s p e c t s of t h e
phenomenon, which is infrastructure support. So, like
the regulator and indeed all major stakeholders in the
electricity industry, the lack of focus on the commercial
angle to the multi-headed monster, means that all
prospects of growing generation will remain slim. With
all GenCos having about half their available generating
capacity idle, it is impossible to conceive of any wellmeaning prospective investor to invest in power
generation in Nigeria.
1.
Financing: Funding has been ﬁngered by
several industry experts as the key limiting factor which
could negatively impact the proper implementation of
the roadmap. During an interview with CNBC Africa,
Onyeche Tifashe, the MD/C.E. O of Siemens Limited
stated that the bulk of the project will be ﬁnanced by the
German Export Credit Agency (GECA). This throws a
number of questions begging for answer. However,
funding for the remaining part of the roadmap still
remains unclear given that this was not captured in the
2020 budget.
There are speculations that the Federal Government
may issue direct sovereign guarantee(s) to Siemens
that would underpin the ﬁnancing. It should be recalled
that President Buhari mentioned during the signing of
the agreement that it is to be carried out on a
Government-to-Government (G2G) basis, thus the
National Assembly may need to approve ﬁnancing of
the roadmap.
The ﬁnancing and contractual terms between Discos
and the federal government may determine the
willingness of DisCos to participate in the
implementation of the roadmap, as any ﬁnancing
arrangements between the federal government and
Siemens would ultimately become liabilities on the
respective balance sheets of Discos and the TCN.
2.
Procurement: The roadmap anticipates that
Siemens will handle the procurement under a sole
sourcing procurement arrangement. Sole source
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procurement for such a large scale, multi-dimensional
and integrated projects is a great concern, given
Siemens' historical modus operandi.
3.
Implementation: The main issue for the
Nigerian government and the TCN/DisCos (as the
ultimate obligors and beneﬁciaries) is how to ensure
that the NER's procurement process is competitive in
terms of solution, costs and actual needs. The
development of a well-deﬁned procurement system to
ensure transparency, price competitiveness and valuefor-money, is advisable as part of the contractual
framework.
Experts have raised more questions than answers on
the recent push for Siemens to support in improving the
transmission and distribution infrastructure. Some of
such questions bothers on exploring especially the
eﬀectiveness of the Siemens initiative. There is also
need for transparency and accountability with the
roadmap. Appropriate agencies and bodies need to be
clearly assigned oversight roles to ensure that assigned
responsibilities are duly carried out within agreed
terms.
SUMMARY
In summary, it is expected that this zeal is focused on
not only implementing them faithfully, but to also
ensure that this is done: methodically; eﬃciently; in a
manner that ensures that the results are sustainable;
and with a clear focus on value for money. This is
because the chronic debilitation of the industry can
only be reversed through discipline, ﬁrm monitoring,
c l e a r p o l i c y a n d re g u l a t o r y l e a d e r s h i p a n d
coordination. The road map should be a
comprehensive one, encapsulating the
technical/interface issues, as well as the commercial
issues which may hamper the technical roadmap from
being implemented eﬀectively.
In conclusion, the words of our honourable President,
Muhammadu Buhari rings true: This (NER) project will
not be the solution to all our problems in the power
sector. However, we hope that it has the potential to
address a signiﬁcant amount of the challenges we have
faced for decades.
Siemens' expertise and success in Egypt, amongst
other nations, provides comfort that the roadmap is
achievable, even amidst several concerns. Although
spearheaded by an independent company, to achieve a
signiﬁcant pivot in the NESI, the roadmap requires the
overarching cooperation of all stakeholders in the
Nigerian power sector.
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Speak:

A Spotlight on Aija Agro Group
By Chimdi Okolo & Ifeyinwa Akwiwu

W

e had an amazing and insightful time
speaking with Owoicho Ochoche, the
MD/CEO of Aija Agro Group (AAJ). AAJ,
an end-to-end integrated agriculture business
registered in Nigeria, with operations
predominantly in the north, is our pioneer
business in this new section of the GenCos
Heartbeat.
Mr. Ochoche majored in International Business
and Supply Chain, and minored in Politics and
Psychology for his undergraduate studies. He also
has a Master degree in Financial Engineering.
In this interview, he
gave us an insight into
the operations of Aija
Agro Group, the
challenges of running
a business in the
country and the

17

eﬀects of the Nigerian power crisis on their
business. Below are excerpts from the interview:
1. When was Aija Agro Group founded and how
did the idea come about?
AAJ was incorporated in the year 1990, but was
restructured and rebirthed in 2015. Agriculture has
been practised in my family for generations, but I
was able to drive growth and productivity through
the use of technological innovations, and forward
integration along the industry's value chain, to
actual retailing of our products and those of other
companies via our
store front.

It would really be helpful if related
mechanisms are instituted, and
business owners like myself are
empowered to trade directly with
the power generation companies.

2. Can you give us
insight into your
business model and
how you progressed
from the farm to
owning a retail outlet?
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I would say we have a ﬂexible business model. The
reality of the Nigerian business terrain is
uncertainty, so to thrive, it is absolutely imperative
that one quickly reacts and adapts as these
changes come.
From the onset, we understood that running a farm
will not be enough in terms of proﬁtability, which is
simply because the margins on just the production
of agricultural products are slim.
However, forward integrating along the value chain
yields higher and more sustainable margins.
To that eﬀect, the concept from the get-go was to
establish three arms of the business along the
value chain, namely: Aija Farms, Aija Agro Logisitcs
and Aija Farmers market.
3. What would you say are the challenges of
running a business in the country?
The major challenges are the inherent
ineﬃciencies in public infrastructure and the
corresponding cost that businesses must then
incur to remain competitive. Important public
amenities such as water, power and road access
which has no substitute come at a premium, since
the business now has to look for alternative
(expensive) means of bridging the lacuna created
by government ineptitude.
It is almost seems as though agents of the state are
working in accordance with personal interest, thus
causing a great subversion in standards.
4.
Tell us a bit more about the power
situation in relationship to your business.
On the farm, we are proud to run a modern
butchery, as we utilize cutting edge equipment
and machinery.
We also have an immense need for steady water
supply and we have industrial-level storage
facilities, both on the farm and in the store front.
What this means is that power is at the heart of our
operation; energy is necessary for all components
of our activities.
At the farm, there is no electricity pole within a
50mile radius, hence we supply our electricity
needs via our installed solar solution, which has a
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10KVA capacity and we also heavily rely on heavy
duty- diesel powered generators for the farm and
the storefront. Needless to say, independent
power generation has been a major business
expense that has to date, bore a huge hole in our
pocket.
5.
Do you have expansion plans and how
has/is the poor electricity supply aﬀecting these
plans?
We are deﬁnitely looking to grow organically, and
expand; especially the retail arm of our business.
By 2020, we anticipate 3-4 more Aija Farmers
Market around the city. Electricity supply is of great
consideration, but we will forge ahead, as we have
always done.
6. APGC pauses to explain the bottlenecks
inherent in the power sector, with regards to the
power oﬀ- take of TCN and DisCos.
Given the information we just shared, how has your
perspective of the power sector changed?
At the heart of it, I am an end consumer and I simply
want constant electricity. But having just become
more aware of the issues in the power sector (due
to the condensed lecture I just received), it would
really be helpful if related mechanisms are
instituted, and business owners like myself are
empowered to trade directly with the power
generation companies.
7. In the light of the power challenges, would
you still have pursued this business and what
advice would you give to budding entrepreneurs
in your line of business?
Well, being a Nigerian, there is no way I have been
insulated from the power crisis, so I did know and
understand even before delving into this business
that I was going to face challenges with power. So,
the simple answer, I guess, is yes.
To budding agriculture entrepreneurs, I want to say
that although proactivity in all aspects of life is the
ideal way to function, as a Nigerian entrepreneur,
you must also hone your reactionary skills in order
to stay eﬃcient and competitive; this is due to the
everchanging and challenging business terrain of
the country.
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OPINION:
LACK OF SYNERGY AMONG STAKEHOLDERS
IS KILLING THE POWER INDUSTRY

W

The President Muhammadu Buhari in his
Independence Day broadcast (relating to
the power sector) said:

"We are resolute in reforming the power sector. In
August this year, we launched the Presidential
Power Initiative to modernize the National Grid in
3 phases: starting from 5 Gigawatts to 7
Gigawatts, then to 11 Gigawatts by 2023, and
ﬁnally 25 Gigawatts afterwards. This
programme, in partnership with the German
Government and Siemens, will provide end-toend electriﬁcation solutions that will resolve our
transmission and distribution challenges."
Notwithstanding this revelation by the President, in
reality the output in the power does not reﬂect the
huge investments being said to be made. In trying to
demystify this mystery, Dr. Joy Ogaji, an industry expert
and Executive Secretary of the Association of Power
Generation Companies (APGC), in a recent interview,
blamed the situation on the lack of synergy and
alignment of capacities among stakeholders in the
sector. Excerpts:
Q: Are these statements facts, looking at the current
development in the power sector?
Ans:
First, let me commend the Federal Government on this
initiative. It indicates that the government is willing to
put in some eﬀorts in reviving the power sector,
although the level of seriousness is quite unclear.
Ever since the MOU was signed in August, parties
involved have been silent. Nothing has been heard on
the funding, implementation plan or process and how
the initiative would be monitored and achieved. This
raises a number of questions.
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Furthermore, there are stories of plans to recapitalize
the DISCOS. In addition, the load demands by the
DISCOS are increasingly reducing. Also, the bickering
among the DISCOS and the Transmission Company of
Nigeria is growing. The whole situation is quite
confusing and begs for immediate answer.
To answer your question, it is important to ﬁrst examine
what obtains currently. The GENCOS have an available
capacity of about 8,000 MW against an installed
capacity of about 13,000 MW. With the expansion plan
that can double this capacity.
However, due to the various constraints, ranging from
gas to low demands by the DISCOS as a result of the
poor distribution infrastructures and transmission
constraints, the capacity is not fully utilized.
The transmission wheeling capacity is limited to about
4,500 MW. Although TCN claims a wheeling power of
about 8,000 MW, the DISCOS, collectively, do not take
more than 3,500 MW. There is also the elephant in the
room, which is liquidity.
The GENCOS are being owed over a trillion Naira
presently, which has greatly impeded their operations.
Therefore, I believe that in line with the electriﬁcation
solutions for TCN and the DISCOS, the focus should
have been on how the capacity currently available can
be eﬀectively and optimally utilized and exceeded,
especially in the light of the various constraints.
Also, even if the national grid is modernized and the
DISCOS infrastructure revamped as planned, if the
GENCOS lack the capacity to deliver power to the grid,
then the modernization will be futile. Unfortunately,
there seems to be no plan or consideration for the
GENCOS. The GENCOS were not consulted to
ascertain their challenges and how they can be
addressed to ﬁt into the plan.
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The Electriﬁcation Roadmap (ERM) was not holistic in
its stakeholder's engagement to put forward a solution
to the NESI challenges. The GENCOS were not carried
along in the diﬀerent engagements. More so, the ﬁnal
document clearly shows the omission and the
important role the GENCOS play in the overall recovery
eﬀort for the sector.
The end-to-end capacity recovery expectation in the
ERM is not in alignment with the Presidential Initiative
on Power (PIP) of the DISCOS. While the ERM expects
to have system load of 7GW and 11GW in 2021 and
2023, the PIP, using its optimistic scenario, is working
toward 7GW in 2024.
This misalignment has massive impact on the
GENCOS to know which program to follow to plan for
its expansion/capacity recovery programs.
The capacity expansion misalignment between the
ERM and PIP indicates that either the DISCOS' PIPs are
not too ambitious to expand their network, or the ERM
program is too ambitious, without taking into
consideration the
expansion and marketing
drive of the DISCOS. There is
There is little
need for proper alignment.

suspected that the actual MOU between the FGN and
German government will contain the details. It will be
helpful if the FGN comes out with more speciﬁcs as to
how the ﬁnancial structure will be handled, since the
eventual payment will come from the end users of
electricity.
Another observation is that the ERM may not meet
NERC's requirement for competitive procurement.
This has the tendency to hike the eventual tariﬀ above
what should have been. Ending with an unrealistic end
user tariﬀ will impact on the consumers' ability and
willingness to pay for power.
A perusal of the ERM seems to portray that the
captured investment needs on the DISCOS' networks
were provided to Siemens by the respective DISCOS.
One tends to wonder if all the DISCOS are fully onboard
based on the information provided.
With some of the DISCOS providing only minimal
requirements, it throws more questions as to if the ERM
plan will meet its expectations. Or is it possible that
some of these DISCOS
rather prefers to stick to
their PIP programs than
or no synergy
being part of the ERM?

between the Power Sector and
other interrelated MDAs, such as
the Ministry of Finance and the
Ministry of Petroleum.

The ERM mentioned NERC
as part of the stakeholders
involved in the diﬀerent
engagements prior to the
ﬁnalization of the document.
While the document
mentioned the relationship between Generation
Expansion and ATC&C Loss reduction program, the
end users' tariﬀ, which has been a recurring issue yet to
be addressed by the regulator, was not mentioned or
simulated in the analysis. This omission makes one
wonder what the success of the ERM is predicated
upon.
Siemen's ability to recoup its investments may require
not only an increase in tariﬀs, but also a change in the
method of calculating tariﬀ to include a surcharge.
The ERM document captures the importance that gas
supply plays to additional generation, but fails to
indicate if the proposed gas ﬂaring gathering initiative
will be used to provide additional gas to the GENCOS,
or if it is purely gas that Siemens intends to use to
increase Nigeria's generation, similar to its program in
Egypt and Iraq.
The ERM seems to portray a loan via Siemens
equipment through the FGN to BPE, DISCOS and TCN
without capturing the ﬁnancial structure. It is
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If that is the case, then there
is the need to have a
holistic approach if we are
truly ready to resolve the
c h a l l e n g e s fa c i n g t h e
power sector.

The ERM did not include plans for Yola Electricity
Distribution Company. The implication is that the ERM
plan is not holistic in tackling the stranded power and
future capacity need of NESI. A holistic program is what
is needed to tackle all the issues facing the power
sector.
Under the ERM program, Phases 1 and 2 have some
details, even if there is still need for further ﬁne-tuning
to get a more robust work requirements and activities.
On the Phase 3, which has to do with the increase of
capacity from 11GW to 25GW, there is so much
uncertainty of how it will be achieved. This is mainly
due to the non-engagement of the GENCOS by
Siemens. There is need for proper alignment of the
GENCOS interest for the projected 25GW generation
growth to be achieved. History of the past projects of
this magnitude justiﬁes pessimism about ERM project.
Although the involvement of a critical global foreign
participation this time around may be the game
changer.
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It is important to note that the sector is a value chain,
with the GENCOS as key players. Without the
GENCOS, there will be no power to transmit via the
national grid or distributed by the DISCOS to
consumers. So, in a nutshell, there has to be a well laid
out plan for the GENCOS within the Federal
Government's initiative for it to be achievable.
It is advisable therefore, that the PIP to modernize the
national grid be revisited, to eﬀectively incorporate
every player, from the GENCOS, to gas suppliers,
down to the consumers.
Q: What will be the state of the power sector if these
plans by the President were or have been utilized?
Ans:
First and foremost, I believe it is too early to expect the
President's plans to have been utilized, considering
when the MOU was signed and the proposed
timelines. But it is expected that implementation of
these plans should have commenced by now.
However, if the plans are properly implemented, by
engaging all the major players - GENCOS, TCN and
DISCOS, there would be a fundamental improvement
in the power sector.
TCN and DISCOS network and infrastructures would
be strong enough to fully maximize the power
generated by the GENCOS, thereby eliminating the
problem of load rejection by the DISCOS, and
increasing the wheeling power of the grid.
Another critical point is to ensure full involvement of
the regulator. We operate a regulated market, as such
CAPEX introduction, by way of assets, needs to be well
captured and updated regularly in NERC's regulated
asset base.
Q: Stakeholders are of the opinion that the challenges
in the power sector are in-house. What is your take on
this statement? What do you see as the challenges?
Ans:

each blaming the other for poor electricity supply in
the country. Each player is viewed as a competition,
rather than a partner in ensuring the success of the
sector.
There is the need to put more eﬀorts and, hopefully, if
there is synergy across the value chain, the issues will
be solved. The realization that if there is a problem with
one part of the value chain, it aﬀects the whole chain, is
lacking. The
There is little or no synergy between the Power Sector
and other interrelated MDAs, such as the Ministry of
Finance and the Ministry of Petroleum.
By virtue of Sections 62(7) and 75 of the Act, NERC is
empowered to discipline or penalize any licensee that
is contravening or violating the terms and conditions
of its license. The market is not sure whose duty it is to
bring about market discipline in the sector.
Another issue is the ineﬀectiveness of the industry
agreements. There is lack of clear policy directions
evidenced by an absence of leadership and
coordination in the sector.
As a result, there is no compliance with the laid down
sector regulations, policies and governance codes.
Unfortunately, there seems to be no framework for
monitoring and implementation of these policies and
regulations.
The issue of liquidity in the power sector cannot be
overlooked. The DISCOS constant poor remittance to
the market, especially with regards to GENCOS
invoices has resulted in overwhelming debts, as
GENCOS are being owed over a trillion Naira. This has
greatly inhibited their operations and their expansion
plans.
The issue of liquidity in the market has brought about
loss of investors' conﬁdence, and unwillingness by
ﬁnancial institutions to grant loans to power sector
investors.

I believe that a major challenge in the power sector is
the lack of synergy between the players in the value
chain. By this, I mean the regulator, policy makers and
the licensees are not working together. Also, the
country at large. There is a serious leadership and
coordination gap. The various agencies and
stakeholders all operate in a silo.

A stable long-term policy framework is needed to
ensure a continued scale-up in investments and
project deployment as necessary to make the
Nigerian Electricity Supply Industry (NESI) bankable,
more ﬂexible and capable of providing long-term
signals to investors and other stakeholders, by
establishing a clear long-term vision for the
development of the power system.

For the past ﬁve years, there had been buck-passing
among power stakeholders within the value chain;

Q: As a renowned expert, what are the short and longterm plans needed to revive the power sector?
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Ans:
The NESI, like any other sector, has unusual physical
and economic attributes which make wholesale and
retail market design a signiﬁcant technical and
institutional challenge.
Arguably, the Nigerian power market is substantially
dissimilar from power markets in the world. Its
structure, nuances and nature pose unique
challenges in the development of the market. Without
a doubt, challenges do exist in the sector. Nigeria must
position itself to overcome these so as to evolve from a
developing to a developed or matured market.
In my opinion, one of the short-term plans should be
the engagement of experts who have the requisite
qualiﬁcations and years of experience, to solve the
problems plaguing the sector.
What we currently have is everyone calling his or
herself a power expert who do not have the depth of
knowledge and experience, and because of their
connections, they seem to be the advisers, thereby
compounding the issue leading to a plethora of
policies, directives here and there.
Another solution I will suggest is the need to constitute
an apolitical task force or enforcement team, fully on
merit and capability, to drive the post-privatisation
challenges in the power sector, referencing the
Presidential Task force formed under the Jonathan's
administration, which monitored the planning and
execution of various short-term projects in the sector.
There is an urgent need to revisit and review the sector
agreements, especially the Power Purchase
Agreement.
For long-term plans, the challenge of leadership and
coordination in the sector is one of the many
bottlenecks in the value chain that needs to be
addressed.
Policy is the bedrock on which the sector will thrive.
There is need for clear policy directives to be put in
place to drive the sector. Also, a framework for
implementation and monitoring of these policies
should be instituted.

regulators. And this also is the case with the Ministry of
Finance, who bankrolls the guarantees. When all
these are considered it can lead to a smooth operation
of the power sector.
Furthermore, ensuring the independence of the
regulator is key, so as to play a holistic regulatory role
not just to the GENCOS and DISCOs but also other
licensees who are government agencies, like TCN, the
Nigerian Bulk Electricity Trading Company (NBET), etc.
This needs to be addressed because the market is a
value chain, and if one part is not performing, it
automatically aﬀects the whole value chain.
The sector will be seeking leadership from the
Ministers in the following areas:
Ÿ

Developing an adequate indigenized policy,
taking into cognizance the unique design which
underpins the functioning of the power system;

Ÿ

Ensuring synergy and a harmonized working
relationship with all stakeholders and private
investors;

Ÿ

Ensuring that policies are in sync and better
matched with regulations, codes, procedures
and the market while keeping the same overall
market architecture.

Ÿ

Exploring and identifying appropriate electricity
market models that support the development of
secure, sustainable, and aﬀordable power sector
with a focus on developing our market as a viable,
commercial and contract driven one.

Ÿ

Repositioning the NESI through facilitating the
transition from a non-performing, unviable/
unsustainable market and replacing it with best
practice framework or models, ﬁrm corporate
governance structure, eﬃcient/ working and
developing network and infrastructure to ensure
a secure electricity supply.

We hope that the Ministers of Power and Finance, and
their teams will work with all stakeholders and bring
together today's best practices and details on the
most eﬀective and eﬃcient ways for re-positioning the
electricity market to an eﬃcient and reliable market.

The issue of synergy between the interrelated
agencies should be addressed. For instance, about
83% of power generated comes through gas sources
which is under the Ministry of Petroleum Resources,
yet there is no correlation between the Ministry of
Power and Petroleum Resources, or between their
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14TH WEST AFRICAN POWER POOL (WAPP)
GENERAL ASSEMBLY

T

he GenCos were well represented at the 14th
West African Power Pool General Assembly
held on November 8th, 2019 in Abuja. At the
event, Mainstream Energy Solutions joined the
Executive Board of WAPP, while Transcorp Power
Limited and G-Eurafric (owners of Sapele Power
Plant) oﬃcially joined WAPP as members.

Mr. Chris Ezeafulukwe, with Mr. Usman Gur Mohammed

Mr. Ono Odjegba (MD of G- Eurafric)
signing the WAPP Articles of Agreement
on behalf of G- Eurafric as Mr. Usman
Gur Mohammed watches.

Mr. Chris Ezeafulukwe and Mr. Ono
Odjegba pictured together

Mr. Chris Ezeafulukwe and Mr. Ono Odjegba, pictured with the Mr. Usman Gur Mohammed and
representatives of other new members of WAPP admitted on the same day

Mr. Chris Ezeafulukwe (Non- Executive Director of Transcorp Power Limited)
signing the WAPP Articles of Agreement on behalf of Transcorp Power Limited,
as Mr. Usman Gur Mohammed (MD/ CEO, TCN) watches.

Mr. Chris Ezeafulukwe pictured with Senator Gabriel Suswan (Chairman, Senate
Committee on Power) and Mr. Usman Gur Mohammed

Pictured, L-R , Mr. Chris Ezeafulukwe, Dr. Saleh Maman (Minister of Power,) and
Engr. Lamu Audu (MD Mainstream Energy Solutions)

Mr. Chris Ezeafulukwe and Mr. Ono Odjegba signing documents on behalf of
their respective companies
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APGC
ASSOCIATION OF POWER
GENERATION COMPANIES

EGBIN POWER PLC
FIRST INDEPENDENT POWER LTD
AZURA POWER WEST AFRICAN LTD
G EURAFRIC
*Sapele Power PLC

GEREGU POWER PLC
TRANSCORP POWER LTD
*Ugheli Power Plant

NORTH SOUTH POWER CO. LTD.
*Shiroro Power plant

MAINSTREAM ENERGY SOLUTIONS
*Kainji Hydro power Plc

*Jebba Hydro power Plc

PACIFIC ENERGY LIMITED
*Olorunsogo Power Plc

*Omotosho power Plc

AFAM POWER PLC
GEOMETRIC POWER LTD
IBOM POWER PLC
ALAOJI NDPHC
GEREGU NDPHC
SAPELE NDPHC
OMOTOSHO NDPHC
OLORUNSOGO NDPHC

IHOVBOR NDPHC
OMOKU NDPHC
ODUKPANI NDPHC
EGBEMA NDPHC
GBARAIN NDPHC

