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Deductions From The Historical Trend:

The supply growth from pre-privatisation to date shows that available generation capacity which was 3,427.5MW has increased by 
135.82% to 8,083MW (as GenCos recovered 4,655.5MW). GenCos were only allowed to generate 3,972MW, thus losing an average 
of 4,111MW daily.

The foregoing shows that the GenCos are not faring well as they have been made to bear the brunt of the lack-lustre performance 
of the sector. Electricity Generation Companies in Nigeria (GenCos) have been at the receiving end of the lapses and deficiencies in 
the Nigerian Power Sector, as well as the seemingly insurmountable challenges of operating within the sector.

Exactly seven years after, the privatisation journey can best be described as a bleak anniversary, rendered gloomier still for 
Nigerians and businesses by the missteps and disarticulation by various stakeholders. Today, the GenCos are not talking about 
breaking even or making profits, which are legitimate expectations of any investor, rather they are crying out about their continued 
operations at a huge loss and the absence of critically required support. The combined effects of these would render the GenCos 
and their investors incapable of delivering power despite their willingness and readiness to so do.

There is therefore need for a coordinated approach by all stakeholders in the Nigerian Electricity Supply Industry (NESI); a call for 
knowledgeable experts and technocrats to find viable/apolitical solution, encompassing the value chain. NESI is designed to be 
linked back to back by contracts, which mirror each other to ensure industry liquidity and sustainability.

 Post-Privatisation Generation Data (1st November 2013 – 31th October 2020)

Figure 1: Graphical presentation of the generation trend
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4 GENCOS HEARTBEAT 

he NESI has been in a turbulent seven-year 
journey with many challenges, exacerbated by 
the pandemic, presenting as black swans 

which have and will continue to change our collective 
response to threats and opportunities. 

Nigeria like most countries is undergoing energy 
transition in the past seven years. However, success 
relies on a number of factors such as; making data-
driven and consistent approach in governmental 
decision-making and policy implementation, forming 
partnerships; ensuring transparent and consistent 
regulations, policies, and procedures to govern the 
sector. 

This is in addition to making easily understood rules 
around compliance, enforceable laws dealing with 
accountability and reduction on political and change of 
law & policy risks.

A combination of the foregoing will lure potential 
investors; encourage direct foreign investment as well 
as encourage local investment.

NESI like a beautiful bride is currently in the global 
spotlight. As it exudes in investors, a sense of breathless 
enthusiasm and boundless potential. However, If not 
harnessed properly will drive potential grooms to a 
journey of no return. To avoid this, we can make the 
future a promising and enabling one if and only if 
decisions taken are based on technical and commercial 
merit divorced from political considerations. 

Structure!! Structure!! Structure!! A critical component 
missing in the current market design is the lack of a 

post- privatization roadmap and a champion with a 
vision, passion and a compass, leading us to a 
commercially viable market with all participants held 
accountable to their obligations. Only then will we arrive 
at our energy-for-all destination, which is though within 
sight but still a long road to travel. 

Having said this, I want to express my profound 
gratitude as we present to you our last issue for 2020. I 
am indeed happy with what we have done so far with 
every edition coming with high value in the content. We 
say a big thanks to readers like you, who through your 
feedback, keeps us on our toes to make the relevant 
changes and keep you tuned to us, there would be no 
GenCos Heartbeat without You. You make everything 
we do totally worth it. A big thank you also to the 
editorial team for a job well done in delivering this final 
issue for 2020, where evaluation of what has been done 
in the NESI since privatisation till date will be reviewed.

In this issue, we enjoin you to take a retrospect of what 
has been in the past seven years and discover how to 
create a better sector through these thought provoking 
and incisive topics.

Relax and enjoy.

Wishing you a very merry Christmas and a healthy NESI 
come 2021!

T

EXECUTIVE
SECRETARY’S

NOTE
HURRAY!!! NESI TURNS THE BIG 
SEVEN (7) POST PRIVATISATION. 

ARE WE THERE YET?

Dr. Mrs. Joy Ogaji
Tel: 08130922398   

Email: ogajij@apgc.org.ng
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It is imperative to note that the privatisation of the 
Nigerian power sector was embarked on majorly to 
ensure stable electricity supply to power both homes 
and industries.  

The electric power sector reform is predicated on 
limiting government's involvement in the power 
generation and distribution sub-sectors by leveraging on 
private sector investments for efficient performance and 
Optimal delivery cannot thrive in view of indiscriminate 
redefinitions of standard processes already defined in 
the ruling documents like the Electric Power Sector 
Reform Act (EPSRA), Grid Code, Market Rules and all 
other approved Operating Procedures.

The burning question however is, “how can we meet the 
challenges of providing adequate, reliable, and widely 
accessible electricity service above and beyond 
throwing figures or summing up the numbers (the mega-
watts and the size of investment) with various 
interventionist programs over the years?”. Seven years 
post privatisation (1st Nov 2013 – 31st October 2020) in the 
NESI. Seven we may all agree represents completion and 

perfection. A further question is, is the NESI tending to or 
near perfection? To know this, a brief overview is 
important.

The frustration is borne out of the fact that Nigeria has 
been on this road to efficient, adequate, and affordable 
power or electricity since 1896 till date without knowing 
the date of arrival. This is even as the  global target (SDG7) 
of successfully delivering access to affordable, reliable, 
sustainable and modern energy for all by 2030 draws 
nearer than ever.

Ø To operate, maintain, and refurbish or repower or 
replace or expand the power stations in accordance 
with the PA and the post-acquisition plan

he Nigerian Electricity Supply Industry, are 
we there yet? If you have got children, you will 
be familiar with this phrasal question especially 
if it is a long-distance journey. You will hear the 

words “are we there yet” uttered many times. Similarly, 
Nigerians have frustratingly asked these questions in 
many ways with some calling for a total annihilation of the 
sector or market.

Unlike the children who ever so frequently asked these 
questions, due to their excitement to know how much 
longer before the fun part begins, Nigerians ask these 
questions out of desperation and urgent demand for 
electricity. 

As part of the unbundling, the GenCos and DisCos 
entered into a Performance Agreement with the Bureau 
of Public Enterprises (BPE) representing the Federal 
Government .  According to Schedule 1  of the 
Performance Agreement (PA), the KPIs of the GenCos 
include:

Ø To increase the available capacity of the Power Plant 
on the target date to be equal or greater than the 
minimum performance target of the plant.

T

A TIME
FOR SECTORAL 
RETROSPECTION-GENCOS 
PERSPECTIVE

YEARS POST 
PRIVATISATION 

years 

President Barack Obama 2013 during the launch of Power Africa.

Access to electricity is fundamental to opportunity 
in this age. It is the light that children study by; the 
energy that allows an idea to be transformed into 
a real business. And it is the connection that is 
needed to plug Africa into the grid of the global 
economy. You have got to have power 

By Dr. Joy Ogaji
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Ÿ Had securitized assurance that they would be paid as 
at when due by the off taker (with a revolving 
capitalization guaranteed through the World Bank's 
PRG and sovereign guarantee.

In furtherance of the takeover process and in line with the 
objectives of the Government of Nigeria (FGN), the 
GenCos entered into several agreements including the 
performance agreement which defined the contractual 
relationship between FGN and GenCos as well as formed 
the grundnorm of the privatization exercise. In view of the 
foregoing, FGN gave the following guarantees amongst 
others that GenCos:

Ÿ Had requisite regulatory approvals to generate power 
(s. 64 EPSRA 2005), 

Ÿ Had sufficient and guaranteed gas supply, (with an off 
taker guarantees).  

Ÿ Had grid connection with full evacuation of the 
quantum of energy generated, through the Grid 
C o n n e c t i o n  Ag re e m e n t  (G C A )  w i t h  TC N 's 
completed/approved evacuation studies on all 
stations. 

Ÿ NBET, the off taker will 
p r o t e c t  G e n C o s  f r o m 
transmission risks.

N B E T  w a s  d e s i g n e d  t o 
guarantee and help smoothen 
these relationships, removing 
the friction which may exist 
between GenCos and Discos. 
Also, in the understanding that 
decisions on investments in 
power generating capacity depend on expected returns 
and costs, and are typically capital intensive, irreversible 
and dependent on other parts of the electricity chain. 

The foregoing is in in addition to overriding national 
interest, and the understanding that the sanctity of this 
commercial framework was the primary reason 
underpinning GenCos acquisition of the Generating 
assets at the cost of $1.08bn for the six legacy GenCos 
and an additional $1bn spent in capacity recovery and 
general plant overhaul in order to meet their obligations 
under Schedule 1 of the performance agreement, to 
recover generation capacities to 5000MW over a five-
year period (1st Nov 2013 to Oct, 31st 2018) and 
government keeping its own part of the bargain. 

The GenCos as necessary to meet their obligations 
(pursuant to their Performance Agreement and licensing 
terms), were given a template Power Purchase 
Agreement (PPA) at the signing ceremony with a promise 

that NBET will engage each GenCo to negotiate their 
individual PPA which clearly delineates the terms of the 
business relationship and expectations of the parties).

This promise was made based on the understanding that 
bankable PPAs take considerable time to negotiate and 
form the pillar for securing financing. Till date, the window 
for the legacy GenCos to negotiate their PPA is absent. 
Even worse for the NIPP plants who do not have a PPA but 
operating a live market. Hence, both the legacy GenCos 
and the NIPP fleet have been operating with a quasi- type 
PPA incapable of protecting them and their investments. 

The PPAs entered into by NBET are typically drafted to 
reflect a "cost plus" model, whereby the cost of power for 
each individual GENCO is determined by a formula which 
is intended to compensate the GENCO for costs incurred, 
including fuel costs, operation and maintenance costs 
and returns on debt and equity capital employed. Given 
that GENCOs were subject to different levels of costs 
(due to the size, technology and different maintenance 
profiles of these assets) and were acquired at different 
prices determined on an individual basis by tender,.. 

Following the hand-over of the legacy GenCo assets to 
their new investors in 2013, new significant investments 
on rehabilitations, replacements and repairs were made 
by the GenCos. As a matter of commitment, most of these 
GenCos have continuously embarked on facilities 
maintenance, capacity development and recovery, to 

ensure they meet with the 
performance targets set for 
them in  the i r  respect ive 
performance agreements with 
BPE in  addi t ion to  other 
obligations of the GenCos 
under their PPA with NBET's 
c a p a c i t y  o b l i g a t i o n / 
commitments.  

CURRENT STATE OF NESI

The current situation in the NESI represents an absurdity 
of sorts, all the legacy and NIPP power plants are 
operating with quasi power purchase agreements 
(PPAs), which clearly presents a scary situation for any 
investor, as no guarantee of any sort is in place to assure 
any form of return on investments. GenCos investors are 
exposed to the vagaries of an investment climate bereft 
of a private-sector friendly regulatory environment. Left 
to look to robust assurances from multilaterals, export 
credit agencies (ECAs), development finance institutions 
(DFIs) and insurers to mitigate these risks, either through 
guarantee instruments, political risk insurance or the 
“halo” effect that multilateral entities like MIGA provide. 
The  implication is,  project lenders price these risks in 
their interest rate margins and carefully scrutinize the 
project for weaknesses that may allow the relevant 

Ÿ They would be paid for Availability Event (AE) under 
the PPA to enable the GenCos to be able to finance 
new and long-term projects as well as guarantee 
energy supplies. 

   A workable and effective 
Electricity Market is one where 
risks are equitably shared and 

does not envisage any imposition of 
risk on another or cherry-picking of 

the PPA clauses to implement.
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authorities to backtrack on their commitments, a major 
risk (lack of sanctity of contract). 

Hence,   seven years post privatisation, NESI is yet to 
attain a contractual market status (One of the notable 
functions of a contract is to facilitate forward planning 
and to make provision for future contingencies)” the 
current market situation, “gives room for conjectures, no 
contract is binding, as all are on best endeavour.” It is a no 
brainer that, no substantial investments will be made in 
the sector through private finance if status quo remains 
without substantial changes. 

GenCos despite making investment to ensure that 
generation capacity is made available, are not 
compensated for their investment if that capacity is not 
utilised. GenCos need to be paid for both capacity and 
energy using the take or-pay principle. This will help 
GenCos cover their capital and operational expenditure 
requirements as well as promote investor confidence in 
the sector in addition to meeting creditors demands. 

Worthy of note in addition to the foregoing is the fact that 
in all the dealings of GenCos with the FG and its agencies 
pre, during and after the privatization exercise, GenCos 
worked with Available Capacity as the basis for 
determin ing capac i ty payments .  These were 
representations made both in words and documentation 
and which also informed the respective financial models 
which the GenCos developed and upon which decisions 
to invest in the generation companies were based. The 
Performance Agreement and indeed other Industry 
Agreements attest to this. It was based on these models 
that GenCos proceeded to borrow facilities from banks to 
acquire the privatized assets and finance the recovery of 
capacity in the plants.  

GenCos having altered their positions to their detriment 
by placing heavy reliance on these representations  and 
subsisting binding agreements, including but not limited 
to acquisition finance borrowings, O&M and other 
significant exposures, it will be prejudicial and oppressive 
for practices to alter these foundational platforms and by 
so doing be telling the GenCos that the same state of 
things which they were told existed before they altered 
their position, no longer exists, after GenCos have 
commenced performance.

Another challenge is the promise of TEM. It is imperative 
to note that the investment on Generation, is at the 
instance of the Off-taker (the buyer of the power 
generated). GenCos were promised 100% payment of all 
they can generate by the Federal Government through 
its agency called the Nigerian Electricity Trading 
Company (NBET) as captured in the PPA. The promise 
provoked some additional investments by GenCos with 
its attendant high cost of capital from increased 
regulatory risk and increased debt profile. The TEM's 
promise of 100% GenCo invoice settlement by NBET 

failed, placing a big financial burden on the GenCos. The 
non-existence of an effective PPAs has made it 
impossible to service acquisition loans and other credit 
facilities, secure gas supply agreement (GSAs) as there is 
no backstop to support such agreements. The lack of 
PPAs also mean that the GenCos are exposed to the 
vagaries in the downstream electricity market: 

Ÿ When the DisCos are unable to distribute available 
power efficiently load rejection also occurs with no 
mechanism to compensate GenCos on this lackluster 
performance.

Ÿ A third exposure the GenCos face occurs, when the 
DisCos fail to efficiently collect revenue for energy 
distributed and sold and hence are not able to make 
payments for energy imported. 

Ÿ When the transmission company fails to wheel power 
efficiently, load rejection occurs resulting in idle 
generation capacity and 

In addition, in January 2015, NERC introduced an abrupt 
change in the rules of the game that brought GenCos to 
the verge of collapsing via Order No. NERC/15/0011 
(“Order 15”)  as a supplementary Order on the 
commencement of TEM as well as Order No. 
NERC/14/0008, Section 16B paragraph 1 & 2 of 2014. 
Section 16b introduced a foreign compensatory measure 
which completely resets or changes the rule of the game 
in both the performance agreement and the Power 
Purchase agreement thereby distorting the risk matrix 
therein. 

Ø Reduction of GenCos monthly actual billable. For 
purposes of illustration, if a GenCo declares 500MW 
as available on any day and the grid or TCN only 
nominates to take 100MW, which to a large extent is 
based on what the DisCos want to take and distribute 
and to a lesser extent the capacity of the grid, that 
GenCo will only be paid energy and the capacity 
equivalent of 100MW, while the GenCo is left to bear 
the capacity cost of making available the remaining 
400MW.

Ø There is no incentive to a GenCo to meet signed 
performance guarantees as received capacities will 
not be paid for except called upon

The combination of both Orders above portends the 
following:

Ø Metered Energy should be converted into capacity 
for billing. 

Ø The investment of GenCos to increase capacity is at 
their own risk 

Ø There is no incentive for would be investors to enter 
the generation space since their investment will not 
be viable.

The current levels of aberrations in the Nigerian 
electricity market (NEM) also include the practice of 

GENCOS HEARTBEAT 7

7 YEARS POST PRIVATISATION – A TIME FOR SECTORIAL RETROSPECTION – GENCOS PERSPECTIVE 



Ÿ Return should be made to recognising and paying for 
available capacity which was the basis upon which 
the GenCos and their investors dealt with FG and its 
agencies during the privatization program. 

Ÿ Capacity Payments

Ÿ Exclusion of VAT on MYTO

Ÿ Interest payments due on the outstanding 
invoiced amounts as captured in the PPA

Ÿ Increased Gas Cost and Machine Maintenance 
Cost Due To Grid Inefficiency.

Raising debt financing has been nearly impossible for 
Generation Companies due to the intermittency of 
cashflows from NBET. Lenders are skeptical that the 
Generation Companies may not be able to service debt 
extended to them for capacity recovery, expansion, and 
repayment of acquisit ion debt.  This is further 
complicated by the fact that the Generators bear the risk 
of non-dispatch by the transmission company, load 
rejection by the Distribution Companies, intermittency of 
gas supply, etc.). 

The simple truth is, the NESI's 2030 mandate can be met 
if pragmatic framework is developed and implemented 
commercially and apolitically. 

2. How GenCos would be incentivised to invest towards 
recovery of unavailable capacity when they are 
denied capacity payment for what is already provided 
and maintained? 

Ÿ Weak Networks/No Spinning reserve

Ÿ Deemed Capacity Payments

 

MEETING 2030 TARGET OF 30,000 MW

Ÿ Forex Shortfall/ Losses

Experts are aware that capacity payments are made to 
allow the GenCos recover their fixed cost of capital (both 
return on capital invested) and fixed operating costs. The 
GenCos are eligible to receive this payment once the 
capacity is made available for dispatch. On the other 
hand, energy payments are made to meet fuel and 
variable operating costs based on actual energy 

delivered to the grid. In addition, some of the PPAs 
contain supplementary charges that can be passed onto 
the off taker. This includes start-up charges, take-or-pay 
gas obligations under the Gas Supply Agreement and 
other events that are captured under the PPA as the off 
taker's responsibility. Since, most of the contracts are not 
effective in the NESI, gas supply risk is on the GenCos 
instead of the off taker. 

Ÿ Gas Constraint - Due to GenCos inability to pay

Ÿ Power Sector Loans

With Nigeria having about 80% of its generation capacity 
in form of thermal plants, most GenCos are unable to 
activate their GSAs without having a Payment Security (a 
requirement under the PPA) from NBET backstopping 
payment obligations under the PPA. Therefore, gas 
supply across NESI is based on a best endeavour basis. 
This poses a huge challenge in maintaining generation 
capacity

1. How would power growth in Nigeria be encouraged if 
GenCos are not incentivised to make capacity 
available for dispatch to the NESI?

For us to make progress after these seven years, policy 
makers, regulators and relevant stakeholders should all 
join hands in ensuring the following:

Ÿ Jettison the practice of variabilising power generated 
as the basis for power delivery invoice.

Ÿ Unpaid invoiced amounts

using energy wheeled to work-back the generation 
capacity that generated that energy and using same to 
represent available capacity. 

GenCos are of the view that the above provision subjects 
them to double jeopardy and is extremely prejudicial to 
their interest and survival. The concept of “Delivered 
Capacity” introduced by the Order is tantamount to 
shifting the goal post in the middle of a football match 
and is against all known principles of sanctity of contract, 
contractual responsibility, equity, and fairness and 
constitute a change in law. Other challenges the GenCos 
are faced with includes: 

Ÿ Lack of effective contracts and guarantees.

Ÿ Forex risk-Inability to access Forex to service 
acquisition loans, purchase of Gas, spare parts, and 
machineries at the CBN pegged rate.

Ÿ VAT Collection- 2013 to 2020 Jan (5%) Now increased 
to 7.5%, what is the fate of GenCos?

Ÿ Regulatory Risks – uncertaint ies,  so many 
unrecognized costs all borne by GenCos. The debts 
owed the GenCos are categorized as follows: 

While the GenCos are grappling with the above issues as 
well as the ever growing unpaid AE and deemed 
capacity, in addition to unpaid energy bills, NBET 
revealed that between September 2016 and December 
2017, NBET migrated to the issuance of ''Energy-only 
Power Purchase Agreements”, ensuring that future 
power purchase contracts should be based on the 
payment of actual electricity energy delivered. Anyone 
who is conversant with how the electricity market works 
or understands any iota of sanctity of contract will know 
that this is a clear change of law risk.  

Ÿ Quality Data ownership (both by the regulator and 
operators is key. Customer population, metered 
customers, independent classification of customers. 
Collection efficiency details, tariff performance. No 
validation, no independent assessment of what the 
market performs. 
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Ÿ Urgent review of the Electric Power Sector Reforms 
Act (EPSRA), the Multi-Year Tariff Order, Orders made 
by NERC so far, policies, Market Rule, and other 
governance documents in the NESI.

Ÿ Provide local/foreign guarantees (backed by World 
Bank/AFDB) to enhance guaranteed payment plan 
for GenCos to enable them to improve generation and 
implement expansion plans (for power growth).

Ÿ Ensure effectiveness of all market agreements, with 
credible data driven firm monitoring and enforcement 
of the rules by the regulator on “all market 

participants”.

Ÿ Immediate separation and unbundling of the 
Independent System Operator (ISO) and Transmission 
Service Provider (TSP) from the existing Transmission 
Company of Nigeria (TCN) to drive efficiency in the 
wheeling and dispatch of power.

Ÿ Revamping the FGN agencies and imbuing into them 
fresh and vibrant commercially minded and 
progressive business wise persons. Guided by the 
following core characteristics, in good institutional 
framework:

Ÿ There should be empirical method of proving claims 
and not just through propaganda.

o Ability to work collaboratively with multiple 
government agencies 

o Ability to leverage private sector participation

o Credibility with and ability to effectively engage 
with multiple stakeholders

o Independence and flexibility in decision making/ 
credible results monitoring capabilities

Ÿ Seven years post privatisation, it is imperative for the 
sector to rejig the existing structures and imbue 
private sector partnerships. Existing institutions prior 
to the reform has remained the same notwithstanding 
the fact that the market is largely private sector driven 
with 100% ownership of the Generation and 60% 
ownership of the distribution assets. 

o Ability to engage with and influence project & 
service providers including utilities companies

o Ability to coordinate with and facilitate activities 
linked to the scaling up of the goals and 
objectives of the reform.

Ÿ Conduct a viable and independent stress test on the 
Generation, Distribution and Transmission capacities 
to enable us plan proactively and build the sector.

Ÿ Ensure that there is transparency in the billing, 
collection and remittance as well as develop a viable 
meter ing framework to improve col lect ion 
efficiencies.

Ÿ Liberalise the market to create confidence and 
ensure the viability and credit worthiness of the power 
sector.

Ÿ There is need for synergy in all NESI plans, 
harmonisation is the watchword.

Ÿ The gap between installed capacities at the 
transmission/distribution interface should serve as 
the target for load/capacity growth for the 
distribution sector.

Ÿ Use the determined test capacity as benchmark for 
performance monitoring and tariff development 
(asset based).

Ÿ There should be renewed focus on optimal utilisation 
of generation capacity by closing the gap between 
installed generation (over 13,000MW) and available 
capacity. This should be the basis for the first line 
performance evaluation/regulation.

Ÿ Immediate short-term steps should be geared 
towards eliminating the stranded energy. This 
approach will provide circa 4,000MW of energy to 
Nigerians. 

Ÿ The gap between installed capacities at the 
generation/transmission interface should serve as 
the target for load/capacity growth for the 
transmission sub-sector. 

Ÿ Ensure the payment of all GenCos outstanding 
capacity payments, since February 2015, for which 
records have been painstakingly kept by GenCos.

Ÿ There should be renewed focus on closing the gap 
between insta l led  and ava i lab le  capac i ty 
[transmission/distribution], and should be the basis 
for the first line performance evaluation/regulation.

Ÿ Establish an order, ensuring effectiveness of all 
market

Ÿ Agreements and instilling market discipline so as to 
support  the implementat ion of gas supply 
agreements, all necessary components for reliable 
and sustainable power delivery.

Ÿ Establish a data verification scheme for the 
subsectors of the power delivery value chain to 
ensure that the regulator uses bankable data to 
validate the indices it uses for its regulatory functions.

Ÿ Develop and implement a sanction regime for poor 
performance for all licensees and market participants 
in the power sector.

Ÿ Urgent review of the Electric Power Sector Reforms 
Act (EPSRA), the Multi-Year Tariff Order, Orders made 
by NERC so far, policies, Market Rule and other 
governance documents in the NESI;

Ÿ Conduct a viable and independent stress test on the 
Generation, Distribution and Transmission capacities 
to enable us plan proactively and build the sector.

Ÿ Immediate separation and unbundling of the 
Independent System Operator (ISO) and Transmission 
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Ÿ T h e  g a p  b e t w e e n 
installed capacities at the 
transmission/distribution 
interface should serve as 
t h e  t a r g e t  f o r 
load/capacity growth for the distribution sector.

Ÿ A well-designed Power Sector Post-Privatisation 

Roadmap officially launched by Mr. President which 
will “Outline government's plan to accelerate and 
improve on service delivery.

Ÿ There should be renewed focus on optimal 
utilisation of generation capacity by closing the gap 
between installed generation (over 13,000MW) and 
available capacity. This should be the basis for the 
first line performance evaluation/regulation.

Ÿ Liberalise the market to create confidence and 
ensure the viability and credit worthiness of the 
power sector.

Ÿ Use the determined test capacity as benchmark for 
performance monitoring and tariff development 
(asset based).

Ÿ Provide local/foreign guarantees (backed by World 
Bank/AFDB) to enhance guaranteed payment plan 
for GenCos to enable them to improve generation 
and implement expansion plans (for power growth)

Ÿ The gap between installed capacities at the 
generation/transmission interface should serve as 
the target for load/capacity growth for the 
transmission sub-sector. 

Ÿ Ensure that there is transparency in the billing, 
collection and remittance as well as develop a 
viable metering framework to improve collection 
efficiencies.

Ÿ There should be renewed 
focus on closing the gap 
between installed and 
a v a i l a b l e  c a p a c i t y 
[transmission/distribution
], and should be the basis 
f o r  t h e  fi r s t  l i n e 
p e r f o r m a n c e 
evaluation/regulation.

In conclusion, the availability of power is an inexorable 
catalyst to boost levels of industrial activity for 
economic development. Nigeria's electricity supply is 
dismal owing to institutional, legal, regulatory, and 
capital problems. The current practice of not 
recognising and paying for the GenCos available 
capacity tends to put the GenCos on a very 
disadvantaged side of the Electricity Market and 
presents as a regulatory risk,  defeating the aims and 
objectives of the privatization of the Electricity industry. 
It does not only discourage and restricts potential 
investors but also prejudices efficient operation while 
the GenCos ability to meet their financial obligations 
becomes very difficult.  It is international best practice 
that investment in Generation Capacity should, in all 
intents and purposes, attract equivalent returns for the 
Capex and Opex. In Electricity Market all over the world, 

Capacity payment (charges 
/fees paid to ensure availability 
of electricity whenever the 
utility is needed or required for 
use is guaranteed while Energy 
payment is dictated by the 
amount of energy produced. 
This principle is a global norm, 
c r i t i c a l  t o  s e c u r i n g  a n d 
sustaining the debts and equity 
financing options to optimize 
t h e  p o w e r  g e n e r a t i o n 
operat ions .  The Capac i ty 
payments as captured in the 
PPA are generally set at a level 
designed to recover fixed and 
long-term variable costs such 

as debt service, fixed O&M costs and other fixed 
costs/charges and equity return. The NESI in 
retrospect has been riddled with non- adherence to 
the sanctity of contract. This has impacted and kept the 
sector where it has been these seven years. 

Optimal delivery cannot thrive in view of indiscriminate 
redefinitions of standard processes already defined in 
the ruling documents like the Electricity Act, Grid Code, 
Market Rules and all other approved Operating 
Procedures. Investment in Generation Capacity 
should, in all intents and purposes, attract equivalent 
returns for the CapEx and OpEx.There is an urgent need 
for us as critical stakeholders and decision makers to 
take a retrospective look at the performance of the 
sector seven years post privatisation and sincerely 
advise the critical and relevant decision makers what 
we think of the state of the NESI. A sturdy and robust 
NESI will help the Country achieve its full potential for 
growth. Happy seventh anniversary. 

Ÿ There is need for synergy in all NESI plans, 
harmon isat ion  i s  the 
watchword.

Ÿ Ensure effectiveness of all market agreements, with 
credible data dr iven firm monitor ing and 
enforcement of the rules by the regulator on “all 
market participants”.

Ÿ Immediate short-term steps should be geared 
towards eliminating the stranded energy. This 
approach will provide circa 4,000MW of energy to 
Nigerians. 

Serv ice Provider (TSP)  f rom the ex ist ing 
Transmission Company of Nigeria (TCN) to drive 
efficiency in the wheeling and dispatch of power.
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7 YEARS POST PRIVATISATION – A TIME FOR SECTORIAL RETROSPECTION – GENCOS PERSPECTIVE 

In conclusion, the availability of 
power is an inexorable catalyst to 

boost levels of industrial activity for 
economic development. Nigeria's 

electricity supply is dismal owing to 
institutional, legal, regulatory, and 

capital problems. The current 
practice of not recognising and 
paying for the GenCos available 

capacity tends to put the GenCos 
on a very disadvantaged side of the 
Electricity Market and presents as a 

regulatory risk



At Egbin, we are changing the narrative by shifting focus 
from fossil fuel to electric-powered vehicles thereby 
promoting energy conservation and healthy lifestyle 
among its workforce. The goal is to drastically reduce 
carbon emissions, for environmental sustainability, 
healthier lifestyles and productivity. We will continue to 
pioneer creative ways of bringing energy to life while we 
also activate our power to protect the environment.

According to Paul Harriman, Egbin Power has actively 
engaged in activities and initiatives centered on promoting 
environmental sustainability over the years. 

Part of our recent drive to promote environmental 
sustainability is the deployment of electric buggies and 
bicycles for usage by all employees within the plant facility 
and housing estate. This initiative is part of an effort to make 
the environment cleaner and safer.

n line with the environmental sustainability thrust of 
the Sustainable Development Goal 7, and 11 (SDG 7 & 
11), global agendas on sustainable cities and clean 
energy, EGBIN power plc has scaled up her priorities 

to ensure meeting this goal by putting in place useful 
mechanisms towards promoting environmental 
sustainability such as electric shuttle buggies, bicycles and 
planting of trees. 

This initiative which also includes a walk-to-work day 
prevents the emission of 3.78 metric tons per day of carbon 
dioxide from about 150 cars within Egbin and 1379.7 metric 
tons every year.

I

      

Tree Planting with Young Students

  
 

Inspection of some Electric Bicycles 

 

 

    

Egbin Power’s Electric Bicycles

  
 

Egbin Power’s Electric Buggy

 

EGBIN Power Plc. on the Path to 

 Sustainability!
Environmental

Paul Harriman - Acting CEO, Egbin Power Plc.

      As a company, we have continually shown 
through our actions and awareness the importance 
of preserving our environmental resources and 
sustaining them for the benefit of future 
generations.

Display of Egbin Power’s 
Electric Buggy

 Staff of Egbin Power Riding the 
Electric Bicycles
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Ÿ Nigeria ranks 171st globally, out of the 190 countries, 
and 33rd among 46 sub-Saharan Africa countries in 
respect to getting electricity.

Ÿ The annual economic losses caused by Nigeria's 
unreliable power supply have been estimated at 
N10.1tn or about 2% of GDP (World Bank).

Ÿ Data available from World Top Exports indicate that 
Nigerians imported generators and converters worth 
$USD332.6 Million (about119Bn Naira) in 2018, a 36% 
increase from 2017 volume.

The foregoing portends a paradox of sorts given the 
consumption pattern in Nigeria when compared with 
global energy consumption patterns. The encouraging 
growth trajectory in the power generation subsection 
over the last 7years has been inhibited by NESI's inability 
to induce and sustain the required capacity utilization to 
match the ever growing power demand of the country 
which according to the National Control Centre (NCC) 
data stands now at over 28,700MW. This is in addition to 
research which has shown that for Nigeria to be fully 
sustainable in power supply, the country needs to 
generate an estimated 30,000 to 35,000 MW of 
electricity. 

The utilization pattern does not support the date above 
as Nigeria has one of the lowest rates of consumption, 
amidst assertion by experts that Nigeria suffers from an 
inadequate supply of usable energy due to the rapidly 
increasing demand. The energy consumed over the past 

Ÿ Households and businesses spend about $14 billion 
(₦5 trillion) annually on self-generation, which is 
expensive ($0.40/kWh or ₦140/kWh or more), of 
poor quality, noisy, and polluting (REA).

Ÿ Households spend an estimated $12 billion on self-
generated power annually.

The 
of PARADOX SURPLUS  

 When available capacity is not optimally utilized expected 
energy is at the risk of not being delivered

By Dr. Joy Ogaji

Nigeria's potential to become one of the world's 
largest economies will remain just an aspiration 
without the electricity required to pursue 

aggressive industrialization, including the revitalization of 
moribund local industries. Undoubtedly, electricity serves 
as a pillar of wealth creation, the nucleus of operations 
and subsequently the engine of growth for all sectors of 
the economy. 

A CALL FOR A POLITICAL RETROSPECTION: 

Ÿ The number of medium-sized enterprises decreased 
significantly from 4,670 in the year 2013 to 1,793 in the 
year 2017 (representing a 61% drop) and power 
constraints were the leading determinant.

Ÿ Bridging the stranded power gap could save the 
closure of 2,877 Micro enterprises with the capacity of 
employing an average of 28,770 Nigerians.

Ÿ A 2017 National Bureau of Statistics (NBS)/Small & 
Medium Enterprises Agency of Nigeria (SMEDAN) 
survey showed that SMEs are the most vulnerable to 
losses from lack of power supply with majority of them 
receive between just one to five hours of electricity 
daily.

Ÿ 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. 

While it is okay to be political sometimes, a dynamic 
sector such as power should be not be allowed to dabble 
into such at the detriment of our economy. The following 
facts are for our pondering pleasure:

Ÿ Manufacturers expend over N100 billion on self-
generated energy annually.

Ÿ Power cost component of manufacturers overhead 
represents about 36% of the total production cost.
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1Climate and Development Knowledge Network (CDKN). The Policy Life Cycle Stages; Climate Compatible Development Tools A Guide for National Planning; 
CDKN: London, UK, 2015.

1 An Analytical Compendium of Institutional Frameworks for Energy Efficiency Implementation 
http://regulationbodyofknowledge.org/wp-content/uploads/2013/04/ESMAP_An_Analytical_Compendium.pdf

The supply growth from pre-privatisation to date shows 
that available generation capacity which was 3,427.5MW 
has increased by 136% to 8,083MW (as GenCos 
recovered 4,655.5MW). This clearly portrays a bleak and 
gloom picture as utilisation portends lack of demand. 
There is a wide disparity in the energy demand to the 
supply ratio in Nigeria. This sends a serious signal to 
relevant stakeholders to 
d eve l o p  m o d e l s  t o 
exploit the country's 
large energy efficiency 
potential.

The Nigerian scenario 
has created a case of a 
n e w  w o r l d 
p h e n o m e n o n ,  p o o r 
electricity access amidst 
idle generation capacity. This leads us to the big question 
“why load rejection?” the seeming enigma.  Babatunde 
Fashola, the former Minister for Power, Works and 
Housing stated in 2018 that, “408 feeders, which have a 
capacity to deliver 5,756MW of power to consumers only 
carry 444MW because of faulty lines, bad equipment and 
load shedding. “ Is this the only reason? If No, what then is 
the root cause(s) of load rejection in the Nigerian 
Electricity Supply Industry (NESI), its impact on the 
economy and what workable solution can we proffer?  

Looking at the energy utilization figure compared to 
available generation, we are faced with a paradox of sort. 
Unfortunately, GenCos are presently allowed to 
generate between 3500 - 4,500MW out of over 
8000MW, the rest; between 4,500MW – 3,500MW is left 
to waste as electricity cannot be stored.

seven (7) years shows a decreasing trend with an 
increasing population, which naturally as a developing 
country should necessitate a corresponding increase in 
the energy output. 

TA B L E :  TA B U L A R  P R E S E N TAT I O N  O F  T H E 
GENERATION TREND

Year

2013

2014

2015

Available 
Generation 
Capability (MW)

4,214

6,154

6,616

Average 
Generation 
(MW)

3,184

3,419

3,606

Stranded 
Generation 
(MW)

1,031

2,735

3,010

Post-Privatisation Generation Data 
(1st November 2013 – 31st October 2020)

2016 7,184 3,267 3,917

2017 6,995 3,623 3,373

2018 7,384 3,864 3,520

2019 7,381 3,782 3,599

2020 8,083 3,972 4,111

b) Feeder load factor (FLF)

There is no conceivable way the power sector, in its 
present condition, will survive without solving the load 
rejection menace. It is evident that what we face in the 
light of the load rejection paradox is unique and very 
Nigerian made, hence may not be amenable to strategies 
grounded in international best practices. 

Ÿ Curtailment of supply to difficult collection areas

Ÿ Supply preference for higher tariff customer 
categories

The following in addition to the foregoing have been 
identified as the main causes of load rejection:

Ÿ Poor state of infrastructure

a) Hours of power supply availability (HPSA)

Ÿ To facilitate an improved/increase overall weighted 
average tariff (WAT).

Urgent development of an indigenous or indigenized 
paradigm capable of providing engineering, planning, 
and measurement methodology that estimates the 
quantum of power at risk of not being evacuated and 
supplied to customers within power distribution enclaves 
in Nigeria.  This methodology will support the sector in 
the absence of SCADA, to serve as a system that enables 
the determination of system performance indices that 
support the management of the load rejection 
phenomenon. The focus should be on four factors in the 
analysis of customer demand not supplied:

d) System load carrying potential (SLCP).

For Nigeria to achieve anything 
near its objective of satisfying 
u n m e t  e n e r g y  d e m a n d , 

innovative policies and financing mechanisms are 
needed. To achieve the anticipated economic growth, 
Nigeria needs to unlock its potential by taking specific 
steps to build capabilities and enable growth across 
multiple sectors. One of such areas requiring immediate 
focus and “structured” investment is the power sector. 

The practice of willfully denying or curtailing the access 
of specific categories of customers to the network leads 
not just to load rejection, but also a distortion of the tariff 

structure. Load rejection and 
DisCos' remittances are the two 
critical issues that have held the 
Nigerian power sector down.  
Indeed, these issues need to be 
put in perspective to understand 
their true nuisance value. 

c) Average effective load on feeder (AELF) and;

THE PARADOX OF SURPLUS

For Nigeria to achieve anything near 
its objective of satisfying unmet 

energy demand, innovative policies 
and financing mechanisms are 

needed
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The mission of the company is to provide the required 
Volume of high quality Electricity in a cost- effective 
manner. While its core values are

Ÿ Encourage Team work.

Ÿ Develop skilled manpower.

Ÿ Integrity.

Over the years, the Company's in-house staff have 
continued to apply their expertise in the maintenance of its 
machines and this was recently showcased in the 
replacements of failed combustion chamber, clogged oil 
and water heat exchangers, to mention but a few. These 
repairs have greatly improved the efficiency of the 
machines. A case in point is GT18 which was only 
generating 50MWs as at May 2020, due to the deteriorated 
condition of the combustion chamber, poor cooling of the 
generator windings, etc., but upon completion of a 
rehabilitation exercise in June 2020, the Plant currently 
generates about 70MW depending on the system 
frequency.

REHABILATION EXECUTED BY THE COMPANY IN 2020

Afam V: The plant which comprises of two gas turbines; 
GTs 19 and 20 with total installed capacity of 276MWs was 
built and commissioned by Siemens AG in the year 2001. 

Unfortunately, both Units went out of operation in March, 
2008 and January, 2010 respectively due to technical 
issues. In 2012, the company made attempts to overhaul 
the GT20 plant, but failed as a result of paucity of funds. The 
unit's rehabilitation has been further affected by the non-
budgetary allocation to the Company and the endless 
privatization exercise which the company is undergoing.

Afam I-III: This phase has been decommissioned and 
scrapped.

Ÿ Transparency.

Afam IV: This phase comprises of six gas turbines; GT 13, 
14,15,16,17 and 18. The installed capacity for each of the 
plants is 75MW, totaling 450MW. Due to issues bordering 
on compressor blade and bearing, GTs 13- 16, have been 
out of operation since 14th February, 1996. GTs 17 & 18 with 
a total installed capacity of 120MWs is still in operation.

Afam Power Plc. is comprised of twenty Gas Turbines (GTs) 
which were installed in five phases as the power demand in 
the Grid increased. These phases are as stated hereunder: 

Removal of the old combustion chamber of GT 18 and the modification & installation of a new one.

Afam Power Blazes the

 Trail for Innovativeness and Creativeness

Afam Power Plc. is a company incorporated under the laws of the Federal 
Republic of Nigeria, with a vision to be the leading electricity generating 
company in Nigeria with most efficient workforce, processes and systems. 
Afam Power is the only generating Station inherited from the defunct Power 
Holding Company of Nigeria yet to be privatized.

REPAIR OF THE COMBUSTION CHAMBER
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AFAM POWER PLC. BLAZES THE TRAIL FOR INNOVATIVENESS AND CREATIVENESS.  

In a bid to improve the efficiency of the generator winding, 
the company refurbished Afam IV's heat exchanger. Since 
the commissioning of GT 17 and 18 in the year 1982, the oil 
and water coolers have not been worked on due to the lack 
of the required expertise to carry out the refurbishment. In 
the quest to enhance the performance of the Units, the 
management of the company embarked on the 
refurbishment of the assembly. Following the completion of 
the repairs, the bearings temperatures and generator 
windings temperature have greatly improved. 

REPAIR OF THE OIL AND WATER HEAT EXCHANGER

COST BENEFIT ACHIEVED BY AFAM POWER PLC

Through the repair and replacement of the GT18 
Combustion chamber, servicing and maintenance of the 
heat exchanger units, repair of damaged compensator, 
etc. the company has been able to improve the efficiency 
of the unit through load increase and reduction of the 
heat rate. 

“The revenue which has been generated through these 
repairs cannot be over emphasized”

Prior to the repairs, the maximum generating capacity of 
GT18 was 50MW with monthly revenue of less than N1 
Billion. After the repairs, generation capacity increased to 
70MW in October 2020 and the Company's revenue rose 
to over N1 Billion. From the above, we attained a 35.9% 
increase in revenue, 2% machine efficiency and a 13.5% 
reduction in gas consumption.

As a result of engaging our in-house engineers in the 
repair of the Oil and Water heat exchangers, the Company 
saved 98% of the original cost of replacing the oil and 
water heat exchangers. The usage of in-house engineers 
for the repair and replacement of the Combustion 
Chamber and compensator also saved the Company 71% 
of the original cost for procurement of a new one. The 
ingenuity of the in-house maintenance crew saved a lot of 
funds to the Company and also confirmed the fact that 
the company can conveniently compete with other 
power stations if given the opportunity to continue to 
operate her machines.

FUTURE PLAN OF AFAM POWER PLC

Ongoing Heat Exchanger refurbishment

A Cross Sec�on of Management Staff of Afam Power Plc. a�er a Strategic Retreat

CLEANING AND SERVICING OF THE GENERATOR

REINFORCEMENT OF CRACKED AND COLLAPSED 
EXHAUST STACK

Repair of the cracked and collapsed Exhaust stack. 

Reinforcement of the cracked basement of the 

waste gas line.

The revenue which has been 
generated through these repairs 

cannot be over emphasized

A Cross Section of Management Staff of Afam Power Plc. 
after a Strategic Retreat

For more details and information concerning the 
company, you can contact us by this address:

Website: www.afampowerplc.com

Afam Power Plc, 

In order to achieve the Company’s long term goal of 
increasing the megawatts of power generated by the 
plant, plans are underway to rehabilitate Afam V turbines. 
The rehabilitation of GT20 is scheduled to commence in 
the first quarter of the year 2021, while the rehabilitation of 
GT19 is expected to commence by the third quarter of the 
same year. The company has also developed a robust plan 
for the continuous training of its staff who will be managing 
the operations and maintenance activities of the turbines 
and other business units.

P.M.B 6151, Port Harcourt, Rivers State.

Email address:info@afampowerplc.com 
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INTRODUCTION

t is a no brainer that electricity/power underpins a 
sustainable and rapid economic growth. 
However, a strong and functional regulatory 
system, comprising of a set of legal instruments; 

statutory rules; procedures and processes cannot work 
efficiently without an experienced regulatory authority. This 
paper seeks to briefly evaluate the current role of the power 
sector regulator as necessary to understand what role is 
expected in putting the NESI in its path to viability.  

Regulatory agencies all over the World are set up to provide 
the requisite expertise and a consistent line of policy 
capable of combining legislative and judicial functions, 
impartial and nonpartisan, which are necessary for effective 
& equitable regulations. The need for regulation in the 
electricity sector is predicated on two fundamental 
principles. One, “affected with the public interest.”). Two, the 
setting provides an avenue for technological and economic 
features and enables monopolistic tendencies which may 
be inimical to market competitiveness. 

The role of the regulator in the NESI has been a topic for 
debates and criticisms by stakeholders in the power sector. 
Many are frustrated by the fact that the gains of the reform of 
the sector have largely been unattained seven years post-

THE REGULATOR IN THE NIGERIA ELECTRICITY SUPPLY 
INDUSTRY

POLICY AND 
STRATEGIC OUTLOOK 
POST COVID-19: 
2020 AND 
BEYOND

POWER SECTOR 

By Dr. (Mrs) Joy Ogaji

Ÿ Clear process of appointment and removal of 
Commissioners and Chairman of the Commission 
outside of the normal civil service appointments.

privatisation. This criticism is increasing daily because 
NERC is expected to provide the leadership role. As John 
Maxwell said “everything rises and falls on leadership” and 
because NERC by the mandate given to it in section 31 and 
96 of the Electric Power Sector Reform Act (EPSRA) 2005 is 
expected to provide the needed governance/leadership 
and coordination. Many inactions in the sector have led 
many to conclude that the sector is on autopilot and as such 
better off without a regulator. NERC they say is unnecessary 
as it is hard to consider that its absence could have resulted 
in a more anarchic situation in the NESI.

To ensure regulatory certainty, the EPSRA made provisions 
for the following:

Ÿ Autonomous funding for the Commission with direct 
appropriations by the National Assembly, outside of 
appropriations to the Ministry of Power.

Ÿ An independent regulatory Commission with clearly 
defined regulatory functions and objects, backed by 
law.

Ÿ Isolation of the Commission from civil service rules, 
including its reporting structure, compensation 
structure and retirement benefits of its Commissioners 
and staff.

I I t  is  therefore,  unbel ievable and puzzl ing that 
notwithstanding the overwhelming mandate and powers 
ascribed to NERC especially under section 96, the sector is 
bereft of the impact of a strong leadership. The somersault 
of regulations and orders from the commission, the lack of a 
firm monitoring and evaluation framework, absence of 
market discipline, with predominant non-compliance to 
industry regulations and governance codes all attest to the 
assertion that the market or sector may be better off without 
the regulator.

A CRITICAL ANALYSIS 
OF THE ROLE OF THE 
NIGERIA ELECTRICITY 
REGULATORY COMMISSION 
(NERC) IN THE NESI

          While no single regulatory task is 
trivial to undertake, it is the prioritization and 
harmonization of a multitude of objectives 
that exemplifies the essential challenges of 
power sector regulation. Evolving regulatory 
roles can be understood through the 
concept of existing objectives and an 
additional layer of emerging objectives.

I

By Dr. Joy Ogaji
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R E V I E W O F T H E  C B N  A N D  N C C  R E G U L ATO RY 
FRAMEWORK

Sustainability of the sector is hinged on a regulated market 
led by an independent and transparent regulator who can 
ensure that the market is technically and financially viable 
across value chain, keeping it clear of financial obstacles, 
benchmarking distributors to reduce losses, ensuring that 
the viability of generators is not threatened by fuel prices 
that may hinder security of supply. A regulator should be 
proactive and reactive at the same time, though more 
proactive to deal with the dynamics and changes to both 
local and global factors. Experts, however, argue that NERC 
has exhibited more reactive than proactive tendencies in 
discharge of their duties. Instances abound where there is 
clear vacuum for regulatory intervention, but NERC expects 
to be written to, and even when this is done, the commission 
takes forever to respond. This some refer to as regulation by 
impunity which creates uncertainty for the regulated and a 
sense of helplessness. Little wonder the market is fraught 
with indiscipline. 

In a recent call made by NERC, it sought to be granted same 
regulatory powers as the Central Bank of Nigeria (CBN) and 
the Nigeria Communications Commission (NCC). The call is 
not only an interesting one, but also puzzling considering 
that CBN and NERC are all regulatory agencies with 
supposed similar powers.  

A scrutiny of the various Act shows that there is a form of 
flexibility given to the other regulators that NERC has not 
been able to exercise. That is not to say that EPSRA did not 
provide, it is written out there but applicability and 
implementation with firm and assertive leadership is lacking. 
CBN, under BOFIA, enjoys more flexibility in regulating and 
supervising the banking sector and other financial 
institutions. Our observation in the comparative analysis of 
the three regulators is that there is a lack of regulatory 
assertiveness and inactions in the Power sector unlike the 
banking and telecommunications sectors.

The principal legislation for the regulation of banks in Nigeria 
is the Banks and Other Financial Institutions Act (BOFIA), with 
the Central Bank of Nigeria Act, which gives the Central Bank 
of Nigeria (CBN) powers to supervise and regulate banks 
and other financial institutions in Nigeria. NCC on the other 
hand is governed by the Nigeria Communication Act (NCA). 

Operators and stakeholders have concluded that the 
regulatory risk in the sector alone is quite high. Many have 
asserted that the execution of basic regulatory construct 
has been faulty and mired in many conniptions and 
detrimental policy somersaults. Others have detailed policy 
gaps/issues, implementation problems, and hybrid 
corruption as some of the factors, some others have pointed 
out that the problems includes, design and implementation 
failures and lack of focus on performance. 

A review of the said enabling Act shows that the Nigerian 
Electricity Regulatory Commission (NERC) has similar 
empowerments as the other regulatory bodies, particularly 
the Nigerian Communications Commissions (NCC). A key 
similarity in the Act is the establishment of the legal 
framework of the regulatory bodies. Their functions and 
obligations are generally interwoven.  However, the only 
clear-cut difference is the area of independence which is not 
enshrined in the EPSRA.

CBN as the regulator of the banking sector plays a critical 
role in the development and execution of several key 
standards. Admittedly, the banking sector in Nigeria can 
quite evidently be said to be one of the most successful 
sectors, with an impressive level of coordination and 
discipline amongst its operators. This is all amid political 
interferences from all quarters. The Central Bank having 
been established with the admixture of political and 
economic viewpoints (Rose, 2000) 

ANALYSIS OF THE ENABLING ACTS OF CBN AND NCC VIS-
À-VIS THE ELECTRIC POWER SECTOR REFORM ACT 

Looking at what the regulators both at CBN and NCC have 
achieved, it poses some key questions as to what powers 
these agencies have, that NERC lacks. I believe the answer 
lies in critically analysing the Powers and roles of CBN and 
NCC under their enabling acts or laws vis-à-vis the powers of 
NERC under the EPSRA. However, before conducting the 
analysis on the various enabling acts, it is important to first 
identify what CBN and NCC are doing right in their sectors. 
Simply put, these agencies have greater awareness of what 
is  happening in  the sectors  they regulate .  The 
imperativeness of data is another point here. 

The powers of monitoring and enforcing non- compliance 
are enhanced by Section 62(6) & (7). The Act empowers 
NERC to penalize licensees in contravention of their license 
terms either by ordering that they cease operations or 
through license cancellation. A more elaborate and 
overreaching section is S. 96 of the Act, the Commission was 
conferred with the powers to make regulations with regards 
to all matters which are required or allowed to give effect to 
the provisions of the Act.

The telecommunications sector on the other hand, is yet 
another sector that has evolved since the final stage of its 
unbundling in the year 2000. Though the sector cannot be 

said to have reached its eldorado, but there is evidence of 
improvement  as  communicat ion  has  improved 
tremendously. In 2017, the agency was awarded the “Best 
Government Agency” at the Vanguard Leadership Award 
because its performance had been rated as far exceeding 
expectations due to excellent high quality services and work 
in all vital areas of concern, bringing about an overall quality 
of work that was found to be superior, exceptional and 
unique.

For instance, the power to cancel license is clearly provided 
for by EPSRA. NERC's power to issue, amend or cancel a 
license is enshrined in Section 70, 73 and 74 of the EPSRA. 
Furthermore, Section 3 and 4 of NCA and Section 32 of 
EPSRA, confer similar regulatory functions and powers on 
both Commissions. 

In our view, the EPSRA accords NERC the powers to make 
regulations with regards to all matters which are required 

A CRITICAL ANALYSIS OF THE ROLE OF THE NIGERIA ELECTRICITY REGULATORY COMMISSION (NERC) IN THE NESI.
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Ÿ A key aspect of the power sector reform is to ensure the 
perpetration and perpetuation of regulatory certainty in 
the power sector. The lack of clarity on the relationship 
b e t w e e n  p o l i c y  m a k e r s  a n d  t h e  r e g u l a t o r , 
notwithstanding the clear delineations of roles in EPSRA is 
a major challenge. Regulatory certainty is germane to the 
attainment of the objectives of the power sector reforms. 
To ensure regulatory certainty, the EPSRA (2005) made 
provisions for the following:

Ÿ Autonomous funding for the Commission with direct 
appropriations by the National Assembly, outside of 
appropriations to the Ministry of Power.ly, outside of 
appropriations to the Ministry of Power.

Ÿ Government Interference/Independence of the 
Regulator

A more critical area worthy of looking 
at is the Ministerial relationship with 
the Commissions which goes to the 
root of the independence of the 
regulator. Section 33 of the EPSRA 
empowers the Minister of Power to 
issue general policy directions to the 
Commission on matters concerning 
electricity, system planning and 
coordination, Section 25(2) of the 
NCA on the other hand, directs the 
Minister to ensure the independence 
of NCC is ensured. The NCA provision promotes the culture of 
a truly independent regulator. This is similar in the CBN Act 
and BOFIA; the Minister of Finance does not unduly interfere 
with the powers and operations of the Central Bank of Nigeria.

Ÿ Appointments of Commissioners: “Regulators are in the 
best position to regulate when they are intimately 
knowledgeable about activities they are regulating” 
John Thain.

Ÿ Isolation of the Commission 
from civil service rules, including 
i t s  r e p o r t i n g  s t r u c t u r e , 
compensation structure and 
re t i re m e nt  b e n efi t s  of  i t s 

Commissioners and staff;

In summary, the regulatory environment under the EPSR Act 
is designed in such a manner to reduce the influence and 
interference of the Federal Government in the regulation of 
the power sector. The Act also takes away regulatory powers 
of the Minister and President in the power sector (Amadi, 
2014). Despite the good intentions of the EPSR Act in 
instituting independent regulation of the power sector, the 
sector is still faced with regulatory risks arising from 
regulatory uncertainties, government's continued influence 
in the affairs of the Regulator and ineffective regulation of the 
sector by NERC. In a privatised market, government's role 
should be focused on policy formulation, e.g. opening of the 
domestic electricity market to foreign investments; however, 
there have been several occurrences that escalate the 
regulatory risk in Nigeria.

or allowed to give effect to the provisions of the Act.  
Section 96 of the Act confers so many powers that with 
creativity and ingenuity the regulators can transform the 
sector however it deems fit and no one will question it. 

One argument NERC has put forward with regards to the 
reason for their call to be accorded more powers is the 
disparity in the quantum of monetary penalties imposed on 
licensees contravening the terms of their licenses under the 
various Acts. Section 60 (1) of BOFIA pegs the penalty at a fine 
not exceeding N5, 000 for each day during which the 
condition is not complied with. The Act also provided some 
other strident fines for other violations. But under Section 96 
(3) of EPSRA, the fine imposed is a maximum of N10, 000. 
Interestingly, the section did not state if it is by day, minute, 
seconds or per week. NERC has cited the said provisions of 
the Act, as a defense as to why it cannot wield it powers. 
However, a perusal of the provisions of Section 96 (3) does not 
circumvent the Commission from been creative in exercising 
its powers as the Act is silent on the mode of imposing the fine 
and duration. The Commission may decide depending on the 
offence committed; apply the fine on per seconds, minutes 
etc.

The provisions for the CBN and NCC under their respective 
Acts, clearly establishes a structure of effective corporate 
governance, but same cannot be said about the NESI, as 
gleamed from the EPSRA. The place of an established 
corporate governance structure in any sector or organization 
cannot be undermined. This is because the advantages 
abound as it helps not only in the attainment of laid down 
goals and management of relat ionships amongst 
stakeholders. It also helps in ensuring transparency and 
accountability. 

RECOMMENDATIONS FOR AN EFFECTIVE NERC

Stakeholders in the sector completely agree with John Thain 
in the quote above. You cannot give what you do not have. 
Strict adherence to laid down rules is critical. Section 34 (2) of 

the Act provides that appointments shall be determined by 
experience or professional qualification in the specified areas. 
Government should put aside political consideration and 
appoint seasoned persons. Nigeria as opposed to using 
sound and relevant capacity measures, predominantly focus 
on the federal character. Nigeria should move towards 
meritocracy instead of mediocrity. Indeed, a time for 
retrospection.

Ÿ An independent regulatory Commission with clearly 
defined regulatory functions and 
objects, backed by law;

Ÿ Clear process of appointment 
and removal of Commissioners 
a n d  C h a i r m a n  o f  t h e 
Commission outside of the 
n o r m a l  c i v i l  s e r v i c e 
appointments;

Regulatory risks can also be attributed to the behaviour of 
Market Operators and licensees. A situation whereby Market 
Operators, Licensees and interested stakeholders seek to 
circumvent regulatory orders or do not agree with regulatory 

A CRITICAL ANALYSIS OF THE ROLE OF THE NIGERIA ELECTRICITY REGULATORY COMMISSION (NERC) IN THE NESI.

Despite the good intentions of the 
EPSR Act in instituting independent 
regulation of the power sector, the 
sector is still faced with regulatory 

risks arising from regulatory 
uncertainties, government's 

continued influence in the affairs of 
the Regulator and ineffective 

regulation of the sector by NERC
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A regulator is accountable to follow the laws establishing it 
and mandating its function. It is accountable to other political 
institutions that oversee its administrative and financial 
transactions. It is accountable to the ordinary jurisdiction of 

the court of justice, in the case of Nigeria, the Federal High 
Court, to review its decisions and interventions.

The governance structure of the Regulator has as much of an 
influence on the operations and performances of the power 
sector as do regulatory policies. In recognition of this fact, the 
Electric Power Reform Sector Act, 2005 gave birth to the 
Nigerian Electricity Regulatory Commission (NERC) ion 
October 31st, 2005. Section 96 (1) & (2) (c) & (d) of the Electric 
Power Sector Reform Act 2005 (Act No. 6 of 2005), 
empowers the commission with unlimited powers to do all 
and what it deems fit to ensure efficiency in the electricity 
market. In other words, it means that NERC has been granted 
full regulatory authority over the Nigerian Electricity Supply 
Industry (NESI). 

Sustainability of the electricity market in Nigeria and any 
other jurisdictions must ensure a market setting which aims 
to ensure effective protection of the property rights of 
investors, as well as framework of known legal rules. Strong 
regulatory governance regimes consist of expert agencies 
that operate largely independently of day-to-day political 
control, but under legislative mandates and procedural 
requirements that safeguard the rights of stakeholders. 
When the lack of enforcement of performance in any of the 
subsectors (generation, transmission, and distribution) is 
traceable to the Regulator, there will be a palpable 
possibility or risk that the market will fail. The Regulator 
(NERC) has responsibility over all market licenses and 
participants in driving a successful reform.

orders issued by the Regulator, but approach the Presidency 
or the Minister of Power to seek redress or to give backing to 
circumvent such orders, increases regulatory risks to the 
sector (Odion, 2016).

Research has shown that regulatory independence is key to 
private sector confidence in the power sector and has a 
significant effect on the ability of government to attract and 
sustain investments in the power sector. Prof Guy Holburn of 
the Richard Ivey School of Business as quoted in Amadi 
(2014) notes that, “strong regulatory governance regimes 
consist  of expert  agencies that  operate largely 
independently of day-to-day political control, but under 
legislative mandates and procedural requirements that 
safeguard the rights of stakeholders. Such regulatory 
regimes can provide credible assurances to industry and 
stakeholders that policies will not change in an arbitrary or 
unpredictable fashion, for instance in response to new 
political or economic pressures, after investments have 
been made. 

Regulatory governance regimes that enhance agency 
independence from political intervention in day-to-day 
decision-making have the benefit of encouraging greater 
levels of private investment and at lower cost, which benefits 
consumers, since perceived regulatory risks are reduced”.

Without doubt, more needs to be done in terms of effective 
regulation of the power sector in Nigeria. While there is a 
need for the Regulator to interface with government in its 
function and duties within the limits of the EPSR Act and 
policy direction of the government, it should be made clear 
that the Regulator always, must be seen to have 
independently and transparently arrived at regulatory 
actions and orders. “As we approach a critical phase of 
stabilising the power sector, the ability of the Regulator to 
regulate the industry without creating regulatory risks, 
following “orders from above” and caving in to the demands of 
Market Operators that are not fair to the consumer, is vital for 
the sustainability of the power sector reforms” (Odion .O 2016).

The imperative role of regulation in any electricity/power 
industry is hinged on the fact that its lack will defeat the aim 
of any government in liberalising that industry, as private 
behaviour, unregulated, will diverge from the public interest 
which is a norm for public utilities (Amadi, 2014). 

A clear-cut delineation of rules between the regulator and 
the policy makers is key in ensuring an integrated and 
operational economic aspect such as, regulated tariffs that 
impact the viability of different participants in the value chain.

Independence does not mean recklessness or lack of 
accountability. Independence means that the regulator 
should be free to make the best decisions based on the 
evidence available to it.

The regulator is independent to achieve the legislative 
mandate granted it by government. But, the regulator is 
accountable to political authorities and the market. 
Accountability is even a more important feature of an 
effective regulator.

The effective regulator is also accountable to operators and 
consumers to ensure that decisions are made after due 
process and through a consultative process.

CONCLUSION

In view of the foregoing, the impact of the regulator in 
bringing about sustainability to the privatised sector in 
Nigeria will be predicated on three critical issues. The first is 
the regulatory capacity which is contingent upon the powers 
assigned and resources available to the regulatory 
institution (including funding, education, skills and 
experience of personnel such as accountants, lawyers, 
inspectors, engineers with good remuneration). Several 
arguments in the media portend that capacity and timely 
appointment/inauguration of the regulators have impacted 
the market negatively.

For the sector to start enjoying the fruits of the privatisation, 
there must be a massive restructuring of the Commission 
and revamping or the story will never change. Furthermore, 
regulatory independence or regulatory autonomy must be 
guaranteed. The EPSRA must be amended to put in place a 
proper corporate governance structure in the commission. 
Ensuring reliable service at reasonable cost involves 
balancing the interests of utility investors, energy 
consumers, and the entire economy. Therefore, the 
regulator should ensure that both suppliers and consumers 
uphold their contractual and license obligations whilst 
ensuring that the utility has the obligation (via licensing) to 
provide services under the approved tariffs and quality 
standards. Consumers have an obligation to pay for services 
supplied to ensure the financial viability of the sector.

A CRITICAL ANALYSIS OF THE ROLE OF THE NIGERIA ELECTRICITY REGULATORY COMMISSION (NERC) IN THE NESI.
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he pages of the chapter of the year 2020 for the Association of Power Generation 
Companies (APGC), started on a promising note, in her drive for the attainment of an 
efficient and reliable Power Sector. Part of the core vision of the Association as an advocacy 

organisation is to create a fora for not only the Generation Companies, but other stakeholders in the 
sector, to unite and share knowledge to drive the sector to higher level of service and performance. 
The Association has greatly achieved this goal through its media awareness, campaigns and 
engagements, spearheaded and driven by its amiable Executive Secretary; Dr. Joy Ogaji, who is 
not only an expert, with several years of sector experience, but also possesses a burning zeal for a 
sustainable power sector.

In line with her media campaigns, the Executive Secretary in January 2020, had an interview with 
the Energy correspondent of Bloomberg news (a prominent global media outlet) to discuss the 
operations of the generation companies and the sector at large. She spoke on the challenges the 
GenCos encountered in the year 2019 and the effect on their operations. Some of the challenges 
she brought to light, are the GenCos ever growing stranded capacity and liquidity crisis. She 
explained that these issues have resulted in the GenCos inability to meet with their obligations and 
commitments which includes their O&M obligations, obligation to their gas suppliers as well as 
loan obligation. She revealed that the GenCos are faced with continued loss of investors' 
confidence. She further gave a breakdown on the categories of the unpaid invoice amounts of the 
GenCos.

The Executive Secretary was also interviewed by Vanguard News, one of Nigeria's foremost online 
and print newspaper. She was a guest on several platforms and talk shows on Channels television, 
African Independent Television (AIT), NTA; Good morning Nigeria, Arise TV and a Twitter Hangout 
with Nigeria Electricity Hub, where she gave her expert opinion on the power sector conundrum 
and possible way forward. Below are excerpts from the media outings

A look at the  
EXECUTIVE 
SECRETARY'S 
MEDIA ADVOCACY 
for the Year 2020

Media Spotlight:



Looking at the Last five years of the President Buhari 
led Administration, what in your opinion as an expert in 
the Sector, would you say are the challenges that have 
affected the optimal performance of the GenCos in the 
Power Sector?

Executive Secretary:

The power sector is a value chain and a chain is as strong 
as its weakest link. If a part of the chain is weak, the whole 
chain cannot be said to be strong which is exactly the 
problem the GenCos are 
facing. In November 2013, the 
distribution and generation 
assets were handed over to 
private entities who signed a 
Performance Agreement with 
BPE. In the agreement, KPIs 
were set out and a five-year 
timeline was given. According 
to Section 2 of the agreement 
a review of the performance 
assessment of the entities 
must be carried out after five 
years. Which was October 31st 
2018. 

The generation companies have done their own 
assessment and we have the reports, BPE has attested 
to the fact that the GenCos have exceeded their 
performance targets. The question then is, has there 
been any assessment on the performance of the 
counterparty to the agreement? The Director-General of 
BPE had said that the DISCOS performance would be 
assessed in December 2019, 
this is June 2020 and nothing 
has been done. We need to 
know where the DISCOS are. 
What are the loopholes? By 
the doctrine of privity of 
contract, the GenCos cannot 
speak to what the DISCOS are 
doing. 

I have a contract with NBET 
who has promised to off-take 
all the power I generate, but 
from 2015 to date, power 
generation has grown to over 8,000MW in terms of 
availability, sadly in terms of utilisation only an abysmal 
3500 to 4,000 MW on average is taken. In essence, from 
2013 to date, the sector has grown by just 300MWs in 
terms of utilisation. So from privatisation till date, over 
4,000MWs of power generated have remained stranded 
and unused. Meanwhile the Generation Companies have 
a contract to improve capacity with expansion plans 
underway. 

Various inhibitions have contributed to the quagmire the 
GenCos have found themselves. These hurdles include 

Executive Secretary:

gas constraints, not because it is not available but 
because it needs to be paid for, but unfortunately, the 
GenCos are not paid fully for the power generated. As 
recent as March 2020, the payment to the GenCos were 
just a minimal 11%. This has emanated in a liquidity 
crunch, affecting the GenCos ability to fund their 
operations and meet their obligations. The GenCos 
presently are heavily indebted because they have had to 
resort to taking loans to survive.

What business sense does it 
make to continue generating 
power that is not being fully 
utilized? 

T h e  G e n C o s  h a v e  t h e i r 
contractual obligations to the 
market and their duty is to 
ensure that these obligations 
are fulfilled. Recall that in my 
first response, I mentioned that 
at privatisation, the GenCos 
entered into a performance 
agreement and one of their 

KPIs under the said agreement, is to recover capacity. 
Upon transfer of the generation assets, GenCos worked 
tirelessly to not only recover capacity, but also increased 
the available generation capacity, in accordance with 
their obligations. For instance, Ughelli Transcorp at 
takeover had a generation capacity of 160MW which has 
been ramped up to about 671MWs by June 2017, this can 

be confirmed by BPE. Their 
installed in terms of machine 
capability is 900MWs. On one 
h a n d ,  t h e  g e n e r a t i o n 
c o m p a n i e s  h a v e  a 
p e r fo r m a n ce  a g re e m e nt 
defining their role; ramping up 
generation capacity which 
gets stranded by actions and 
inact ions of third part ies 
outside the control of the 
GenCos. It must be noted that 
the GenCos,  they do not 

manage the transmission or distribution subsectors and 
cannot be expected to put their operations on hold until 
these other subsectors catch up with them. Again, at 
privatisation, the transmission company which is still 
under the ownership of the federal government, had 
agreed to evacuate the power generated as can be seen 
in the Grid connection agreement entered with the 
GenCos. Sadly, the reality is far from expectation. It is the 
same on the other end of the distribution. The GenCos are 
just keeping to their contract. 
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The generation companies have 
done their own assessment and we 
have the reports, BPE has attested 

to the fact that the GenCos have 
exceeded their performance 

targets. The question then is, has 
there been any assessment on the 

performance of the counterparty to 
the agreement?

A poorly designed power market 
will not operate properly, and 

inadequate attempts or delays in 
correcting market distortions will 
spill over into a serious financial 
crisis, exactly what the NESI is 

going through



As an expert in the power sector, what will be your 
advice on ways the GenCos can implement sustainable 
methods of utilising power generated?

There has been a lot of misalignments in the Sector. By 
the original design of the market, the vesting contract 
quantities signed by the distribution companies with 
NBET is geared towards keeping a vested quantity and 
not to strangulate the market. The vesting contract, as the 
name suggests, entails that a certain quantity of power in 
the market will be vested (known as the “vesting contract 
level”) to be hedged at a specified price (known as the 
“vesting contract price”) to ensure that generation 
companies are committed to sell that specified quantity 
of electricity (viz the vesting contract level) at a specified 
price (viz the vesting contract price). This already portend 
that it was not intended that all the prices in the market 
will be hedged. 

Executive Secretary:

The NESI's vesting contracts (VC) was designed to 
provide “insurance” of and to provide revenue and cost 
certainty to generators and distributors in the early years 
of reform. Additionally, the 
VC was geared towards 
removing the incentives 
for utility companies from 
exercising their market 
power by withholding 
capacity to push up prices 
in the wholesale market. 
The foregoing clearly 
shows that the VC is not 
the norm but a means to 
that end (transitioning to a 
liberalised and bilateral 
market). A model should 
be designed in a way that 
the DisCos are bound by 
the vested quantities they 
signed. Which was set at 
4500MWs at privatistaion. 
The projection was that the DisCos would sign bilateral 
contracts with the GenCos to off-take any extra 
quantities. The challenge in the sector currently, is that 
these vested quantities are strangulating the market 
because DisCos claim it's their MYTO allocation. The 
contractual framework in the market is faulty and must be 
corrected for the market or sector to be liberalised. Let 
me clarify, the PPAs are in megawatts (quantity) while the 
vesting contracts are in percentages instead of 
megawatts (quantity). 

The question is percentage of what?  There is the 
historical agreement that the percentages should 
represent the original totality (available). For instance, for 
Abuja DisCos' is 11.5%. Is it of the total available capacity? 
Or what the DisCos nominate to take?  Let us assume that 
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Like every other contract in the market, the vesting 
contracts are not operational and the country's 
electricity sector is been run on conjecture, as against 
using enforceable commercial terms. The vesting 
contract is like a place holder as no one adheres to it with 
no sanctions applied.  This practice of “anyhow” experts 
have argued is responsible for the abysmal DisCos 
performance/remittance.

Why has The Power Sector failed to work optimally in 
line with the expectation of Nigerians?

Executive Secretary:

The aim of the priviatisation in 2013 was to ensure that the 
power sector operated efficiently. Unfortunately, the 
sector is yet to enjoy the fruits of the unbundling. Several 

factors can be said to 
account for this .  One 
factor is the absence of 
l e a d e r s h i p  a n d 
coordination in the sector. 
Another is the absence of 
efficient monitoring and 
evaluation framework. 
The sector boasts of a 
number of regulations but 
the question is, who is 
m o n i t o r i n g  t h e s e 
re g u l a t i o n s ?  A re  t h e 
r e g u l a t i o n s  b e i n g 
enforced? What are the 
s a n c t i o n s  f o r  n o n -
compl iance? Without 
implementing decency 
and orderliness, the sector 
cannot work.

Again, all that needs to be done in the sector is yet to be 
done. An example is the tariff. The MYTO methodology 
has a number of parameters to make the MYTO efficient 
but they are not adhered to. For instance, till date there is 
no proper customers' enumeration. Since the Sector 
lacks proper data of its customers, it cannot project the 
demand of the Country. If the Sector can fix Coordination 
and Leadership, M&E framework for all the agencies and 
subsectors in the Sector and not just the GenCos and 
DisCos. 

it is the DisCos nominated figure from the generation 
declared figure. “A poorly designed power market will not 
operate properly, and inadequate attempts or delays in 
correcting market distortions will spill over into a serious 
financial crisis, exactly what the NESI is going through. 

Thank you.

The vesting contract, as the name 
suggests, entails that a certain quantity 

of power in the market will be vested 
(known as the “vesting contract level”) 

to be hedged at a specified price 
(known as the “vesting contract price”) 
to ensure that generation companies 
are committed to sell that specified 

quantity of electricity (viz the vesting 
contract level) at a specified price (viz 

the vesting contract price)



iii.  As at 31st March 2020, the total customer population was 
estimated to be 10,477,856 and only 4,231,940 (40.39%) 
were metered. Thereby implying 59.61% of the end-use 
customers were still on estimated billing.

The facts below capture NERC Metering Report for 2018 to 
Q1 2020.

i. The understanding of the critical role metering plays in 
the sector, led the FGN in capturing it under the 
Performance Agreement executed between the DISCOS 
and the Bureau of Public Enterprises (BPE), with the 
obligations of the DISCOS to provide a specified number 
of pre-paid meters to consumers, within a five-year plan 
of the Performance Agreement. And it is expected that by 
the end of the five years period, high rate of efficiency 
would have been achieved, with the metering gap 
significantly closed. The agreement had envisaged the 
deployments of about 1, 640, 411 meters per annum. 
However, a review of the state of metering from 
privatisation till date reveals the following: As at 
December 2018, out of a total of 8,731,118 registered 
active electricity customers, only 3,793,895 (43.5%) had 
been metered thus, 56.5% of end-use customers were 
still on estimated billing. The increase in the number of 
registered customers was attributed to an on-going 
enumeration exercise by DisCos through which illegal 
consumers of electricity were brought onto the billing 
platform of the DisCos.

ii. Then as of December 2019, total registered active 
electricity customers were 10,374,597, out of which only 
3,918,322 (37.77%) were metered. With 62.37% of the end-
use customers on estimated billing. 

NESI'S METERING STATUS 2013 TO 2020

Inadequate metering and huge collection losses due to 
customers' apathy have posed a serious challenge to the 
viability and sustainability of the industry. 

Period  Registered 
Customer  

Metered 
Customers  

Metering 
Progress (%)

Metering Gap 
(%)

2018
 

8,731,118
 

3,793,895
 

43.45
 

56.55
2019

 
10,374,579

 
3,918,322

 
37.77

 
62.23

Quarter 1, 2020 10,477,856 4,231,940 40.39 59.61

METERING IN THE NESI,
another connundrum

The importance of metering in the power sector cannot be over-emphasized, even as it is the 
“cashbox” through which NESI revenue is generated or determined transparently. Metering forms 
the fulcrum to the reduction in Aggregate Technical, Commercial and Collection; (ATC&C) a major 
KPI for the DisCos. It is equally the legitimate way the market can quantify the electricity usage of 
the consumer. Metering fosters transparency, as it enables consumers to monitor and regulate 
their energy supply according to their budget and not feel cheated or robbed by the DisCos. 

Period

2018

2019

Quater 1,
2020

Registered
customers

8,731,118

10,374,579

10,477,856

Metered
Customers

3,793,895

3,918,322

4,231,940

Metering
Progress(%)

43.45

37.77

40.39

Metering
Gap(%)

56.55

62.23

59.61

Distribution Company
(DisCos)

Abuja

Benin

Eko

Registered customer 
as at Mar. 2020

1,271,563

1,022,458

518,192

Meter installed by 
MAPs in 2020/Q1

28,747

1,049

6,872

Metered Customers
as at Mar. 2020

670,485

554,443

262,752

Metering Progress (%)

52.73

54.23

50.71

as at
Mar. 2020

as at
Dec. 2019

Enugu

Ibadan

Ikeja

Jos

Kaduna

Kano

1,100,292

2,139,741

1,145,622

537,726

675,059

699,618

16,554

10,258

31,942

467

1,746

578

493,509

794,136

520,859

170,989

159,322

147,682

44.85

37.11

45.47

31.80

23.60

21.11

P/Harcourt

Yola

381,803 4,936 379,729 38.52

381,803 - 78,034 20.44

All DisCos 10,477,856 103,149 4,231,940 40.39

48.29

54.01

48.34

34.57

36.43

34.42

31.71

19.92

21.34

37.82

20.44

36.80

Please nd below the chart.

METERING:
A sine qua non for efficiency in the NESI.
By Dr. Joy Ogaji
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METERING IN THE NESI, ANOTHER CONNUNDRUM.
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Ÿ A call for a clear policy statement on the NMMP to enable 
for scrutiny by critical stakeholders 

ISSUES WITH THE NEW NMMP AND CBN FRAMEWORK

Ÿ Fear of conflicting roles and overlapping of rules by virtue 
of Clause 4.1 of the CBN Framework, with the extant MAP 
Regulations which till date seem to be the current 
metering regulation terms of contractual parties, volume 
to be sourced locally and internationally, local content 
issues etc.

FGN INTERVENTIONS TARGETED AT REDUCING THE 
METERING GAP

The Nigerian Electricity Smart Metering Regulation, which 
was introduced by NERC in 2017, targeted the quality and 
standard of meters to be deployed and installed by the 
DisCos to ensure accurate gauging of usage and also to 
guarantee that bills are generated by the supplying DisCo 
and paid by the customer. This regulation like others, also 
suffered its setbacks.

The National Mass Metering Program (NMMP), 2020was 
geared towards closing the existing metering gaps in phases 
for all grid-connected customers estimated at 6.5 million, to 
be closed over a 24-36 month period; Increase Nigeria's 
metering rate; Eliminate arbitrary estimated billing; 

Strengthen the local meter value chain 
by increasing local meter manufacturing, 
assembly, and deployment capacity, 
supporting of Nigeria's economic 
recovery by creating jobs in the local 
meter value chain; reduction of 
collection losses and increasing financial 
flows to achieve 100% market remittance 
obligations of the DisCos; and Improve 
network monitoring capability and 
a v a i l a b i l i t y  o f  d a t a  f o r  m a r k e t 
administration and investment decision 
making.

Ÿ Fear of breach of existing long-term metering services 
agreements (MSA) between Discos and their respective 
MAPs to meet their metering requirements.

Ÿ Concerns on conflicting information on the source of 
funding.  Initial indication shows NMMP is a free meter for 
all, while Clause 5.1 of the CBN Framework indicates that 
the CBN intervention will be a regulated debt obligation 
to DisCos, which would be repaid from retail electricity 
tariffs paid by all electricity customers, 

  

The first of its interventions was a mass metering programme 
under the National Prepaid Metering Programme (NPPMP) 
to address the metering gap. The NPPMP was focused on 
the adoption of the pre-paid metering technology with FGN 
appointed Revenue Cycle 
Management (RCM) contractors 
to procure and install pre-paid 
meters at low cost to electricity 
customers. The NPPMP failed 
due to a number of reasons such 
as; lack of financing mechanism 
f o r  t h e  m e t e r s ,  l a c k  o f 
transparency in the appointment 
of RCMs, the short duration of 
t h e  R C M  c o n t r a c t s , 
u n c o o r d i n a t e d  m e t e r 
p r o c u r e m e n t  p r o c e s s e s , 
prol i ferat ion of sub-standard meters ,  and non-
standardization of meter technology and so on. 

In 2018, NERC  introduced the MAP Regulation, which was  
aimed at  encouraging the development of independent 
and competitive meter services in NESI; Eliminating 
estimated billing practices in NESI; Attract private 

investment to the provision of metering services in NESI; 
Close the metering gap through accelerated meter roll out in 
NESI; Enhance revenue assurance in NESI. This too failed 
amidst several reasons principal amongst which was the 
increment in excise duties from 10% to 35% at a time after a 
fixed price had already been implemented. Although a 
waiver of the import levy was granted in addition to a 40% 
upward review of the price. MAP was not successful because 
it was abruptly suspended by yet a new metering plan, 
National Mass Metering Program (NMMP), 2020

NERC 2020 Quarter 1 report showed that only Abuja, Benin 
and Eko DisCos had metered at least 50% of their registered 
customers as at 31 March 2020.

This program has already been trailed with several concerns 
amidst fears that it may end up like other programs with 
accumulated debts for the sector. The following are points to 
ponder on the NMMP.

The foregoing dismal picture in terms of metering led to the 
various federal Government intervention prior and post 
privatisation to bridge as much as possible the ever-
widening gap in the metering discourse. 

In 2012, NERC in preparation for the handing over of the 
privatised assets introduced the Credited Advance Payment 
for Metering Implementation (CAPMI) to bridge the metering 
gap and address the funding issues under the NPPMP/RCM 
model. Under the CAPMI scheme, the customer was 
expected to self-finance the meter, with the meter cost 
amortised over a period from his/her energy charge at a 12 
percent interest rate per annum. It was reported that, despite 
customers paying in advance for meters, the scheme was 
bogged down and frustrated by long delays by DISCOs in 
providing these meters to customers, many others who paid 
never got theirs amidst claims that the DISCOs deliberately 
sabotaged the CAPMI scheme as it affected their revenues. 
In April 2016, the Minister for Power, Works and Housing 
announced the stoppage of the CAPMI scheme. 

Ÿ Given that the NESI is regulated, who bears the cost of 10 
million meters at the cost of about a $100 per meter? 

Ÿ Another concern is assuming the cost of the meter is 

This calls for liberalization of the 
metering,as was recognized and 

pronounced by the then 
MinisterforPower, Works and 

Housing, Mr. Babatunde Fashola 
(SAN)at the 18th power sector 

stakeholders meeting which heldin 
Kano on August 14, 2017



Ÿ The provision of clause 5.1 of the CBN Framework 
conflicts with the MAP Regulations, which specifically 
excludes metering as a regulated cost to be recovered 
by DisCos from electricity tariffs. The core objective of 
the MAP Regulations, inter alia, is to provide bankable, 
off-balance sheet financing solution to DisCos to enable 
them roll-out prepaid meters to electricity customers on 
a sustainable basis.

Ÿ Yet another point to ponder on is the waterfalls in the 
market with the introduction of a new cost. Given that the 
CBN already has the first-line charge under the N213 
NEMSF, the fear is that adding more regulated debt 
obligations on DisCos' balance sheets may be counter-
intuitive, given that the NESI suffers from high ATC&C 
losses. Thus, CBN's decision to take a second line charge 
of overall energy collections will worsen the liquidity 
situation in the NESI.

added to the tariff without a charge, how will the 
regulator make sure that:

The O&M can monitor these 10 million networks and 
sustain it

The returns on capital to the financiers will be fully 
encompassed in the tariff so as not to compromise 
payments.

o In essence, the regulator needs to come up with a 
calculation on how 10million meters will be 
provided at the cost of $100 per meter in the 
regulatory asset base of the market and still sustain 
the market without increasing the tariff further. MAP 
took the meter cost component out of the tariff, but 
this has been brought back in by NMMP. 

Ÿ The fear of litigations from MAP operators who have 
deployed significant investments and resources under 
their respective longterm contracts with DisCos & 
developed a number of innovative financing solutions to 
finance meter roll-outs. 

Ÿ Fear that the CBN Framework negates the current and 
longterm gains of the MAP Regulation in providing a 
bankable framework for financing mass meter roll out by 
DisCos.

Ÿ Rolling the cost of metering back into the MYTO 
electricity tariffs is both a policy and regulatory 
somersault and will be catastrophic to the NESI. Without 
doubt, it would lead to further increases in retail 
electricity tariffs. 

Ÿ Putting CBN at the top of the table, taking first and 
second charges over the entire revenues of the NESI is 
against what the EPSR Act 2005 envisaged as well as 
conflicts with the existing NERC order on the baseline 
remittance targets by DisCos to the NESI.

Ÿ The above will have detrimental effect on other market 
participants whose revenue will be impacted. 

Ÿ Fear of unfair treatment to electricity customers, who 
already have prepaid meters, or have paid or are willing 
to pay for their prepaid meters under the MAP scheme.

Ÿ Argument that the foregoing constitutes a change of law 
and regulatory risk and should be subjected to wide 
stakeholder consultation before approval and 
implementation.

Ÿ This decision constitutes unintended consequences of 
regulatory flip flops by NERC which are significant, and 
would further validate the widely held perception that 
the NERC is not independent in its regulatory functions.

Ÿ Finally the process of accessing these CBN facilities are 
reported to be cumbersome and may compound the 
metering issue as most banks may shy away from 
providing the relevant BGs given the NESI's low risk 
appetite by banks due to non- performing loans 

Ÿ Fear that the exclusion of MAPs from the CBN 
Framework would be a huge set-back to the successful 
implementation of the national mass metering 
programme.

Ÿ A threat on NERC's independence, following directives 
to NERC pursuant  to Clause 10.4 of the CBN Framework 
gives several directives to the NERC contrary the 
provisions of section 33 EPSRA 2005, only the minister of 
Power can issue general policy directives to the NERC. 

Ÿ While applauding CBN and the FGN for this laudable 
and innovative scheme, there is need for alignment and 
synergy with existing and extant laws and regulation in 
the NESI for viability and sustainability.

Ÿ Concerns of a possible revision of the MYTO electricity 
tariffs pursuant to clause 5.1 of the CBN Framework to 
enable the capture of the true cost of metering. 
Specifically, clause 10.4 (iv) of the CBN Framework 
directs NERC to “approve the repayment of loans 
through NESI collections with the requisite seniority as 
detailed above”. 

Ÿ Fear that the CBN Framework would subject all 
electricity customers in NESI to an interest charge of 9 
per cent per annum for the next ten years, in addition to 

the 10 per cent per annum interest that they are already 
paying for the N213 billion NEMSF. 

UNTANGLING METERING FROM THE STRANGLE HOLD 
SEVEN YEARS AND BEYOND

The foregoing evaluation of the metering pre and post 
privatisation clearly points to one direction, and that is, it is 
hydra headed. This calls for liberalization of the metering, as 
was recognized and pronounced by the then Minister for 
Power, Works and Housing, Mr. Babatunde Fashola (SAN) at 
the 18th power sector stakeholders meeting which held in 
Kano on August 14, 2017, of the federal government's 
intention of liberalising the meter services industry in a 
manner that would allow customers and licensed third party 
meter services providers (MSP) directly procure and install 
electricity meters. The Minister reportedly stated the fact 
that power distribution companies (DisCos), still have the 
obligation of metering their customers,  but that there was 
no specific law, including the Electric Power Sector Reform 
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Act (EPSRA) which vested a monopoly of meter supply 
solely on DisCos. It was further directed that NERC will issue 
regulations for meter service providers (MSP), (ii) meter and 
retail franchise operators, (iii) community aggregation 
services for the sale of electricity and provision of meters, (iv) 
low cost meter supply. This clearly, is a pointer to a policy 
directive to Liberalise the metering and free it from the 
current stranglehold. Experts argue that this will address the 
huge metering gap, as well as open up electricity retail 
distribution and sale to electricity customers; take out 
obsolete metering infrastructure in the system; generate 
employment for thousands of meter installers and the 
ancillary crew needed to install meters, meter readers and 
meter maintenance technicians. 

DEALING WITH THE HYDRAHEADS

 Dealing with CAPEX allocated to the DisCos?

Meter installation certification and meter sealing are 
particularly important processes. With NEMSA not 
purportedly carr ied along in  pol icy design and 
implementation, who can certify and securitise meter 
bypasses which from research largely occurs more than 50 
percent during installation.

Set guidelines and KPI with firm implementation framework:

Meter choice for Network compatibility/Specification: who 
makes this specification? Can customers buy off the shelf 
whatever? I am aware, NEMSA and Standard organization of 
Nigeria, SON work together, but how often and how 
synergized, end to end with default proof.

Any regulation or policy should be value driven with 
minimum service levels and key performance indicators 
(KPI )  for MSPs,  as  wel l as  min imum appl icable 
sanctions/penalties against MSPs where such service 
levels or KPIs are not met by the MSP.

Nigerians are willing to pay charges that are transparently 
incurred and explained to them. The Introduction of a 
transparent meter services charge would move the power 
sector towards greater competition in the provision of 
metering services to the benefit of electricity customers. The 
cost should cover cost of providing electricity meters and 
the ongoing costs of operating and maintaining meters. The 
watchword here is transparency, value-for-money, 
minimum service levels and key performance indicators 
(KPI )  for MSPs,  as  wel l as  min imum appl icable 
sanctions/penalties against MSPs where such service 
levels or KPIs are not met by the MSP. The regulations must 
also give DisCos the ability to impose additional service level 
standards, KPIs and penalties on MSPs.

Amending the DisCos license to make Metering flexible and 
competitive:

Ownership of Meter: this has been and continues to be a 
nagging issue. Who owns the meter?  Is it the customer or a 
meter service provider? Ownership of meters also entails 
maintaining, this leads us to another question, who takes 
liability for the cost for maintenance of the meter, meter 
calibration, repair and even replacement of the meter in the 
event of a fault, damage or theft? Would electricity 
customers be allowed to relocate their meters each time 
they move residence, if they paid for this?

Creating a Competitive and Commercial MSP Market:

In conclusion, given the imperative role of meter to NESI's 
viability and sustainability and the widening gap of 
unmetered customers of over 50% with significant 
proportion of installed meters being faulty, non-functional 
electronic and analogue meters, with a high rate of energy 
theft due to by-passed pre-paid and post-paid meters 
seven (7) years post privatisation, it calls for a retrospective 
look. 

Experts have advised that a more sustainable financing 

solution is to create a commercial MSP market to provide 
metering services to the Nigerian electricity market.

Experts argue that upon privatisation, a number of DisCos 
had several meter hardware technologies and back-office 
platforms for bi l l ing and vending from different 
manufacturers, some having up to five different types of 
meters on its network and five vending platforms for each 
meter type. This poses challenges of integration and 
vending amongst others. 

Given that the electricity tariff factors in a capital cost 
component for the DisCos for providing and maintaining 
meters. Since customers pay for their meters (CAPMI, MAP, 
NMMP), with the ownership question, If vested on the Discos 
how will customers recover its cost transparently on the 
meters? What would be the cost recovery mechanism for 
this and implementation? Given that with all the structure 
under CAPMI, most customers till date have not been 
refunded, some are yet to receive their meter. 

Finding a viable funding Solution: Experts have argued that 
addressing the metering conundrum forms about 90 
percent of any sustainable metering solution.

It has been severally alluded that a critical step in creating a 
commercial MSP market is to remove both the responsibility 
and the obligation of DisCos to meter their customers 
exclusively and place such responsibility solely on licensed 
MSPs or make it open. NERC's primary concern should be to 
ensure that MSPs provide efficient metering services to 
electricity consumers in a timely manner at reasonable costs 
and on a non-discriminatory basis. This will remove the 
DisCos' capital expenditure obligations for meters, and 
lessen the impact of future meter asset on electricity tariffs. 
This, experts have argued is a win-win for all. This will free up 
more room to grow their regulatory asset base (RAB) to cover 
more network related asset (distribution transformers, 
poles, etc). 

Introduce a transparent meter services charge:

The success of the NMMP, is largely dependent on bankable 
data, hence Investments to improve data quality and 
adequacy in all subsectors of the industry, with the priority 
being the distribution subsector for obvious reasons will 
solve a number of issues inhibiting the growth of the sector, 
especially the inability of the DisCos to make capital 
investments. The role of NERC in ensuring constant 
monitoring and evaluation of the NMMP or any other 
program needs to be clearly spelt out in the framework.
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BEETROOT JUICE GOOD FOR STAMINA

BEETROOT HELPS TO PREVENT CANCER

Beets are a rich source of Vitamin B folates and help in the 
formation of baby's spinal column. Thus, beet can be a 
beneficial addition to the diet of a pregnant woman. Folate 
deficiency can lead to a number of complications like defects 
in the neural tubes which means defects in the brain, spine or 
spinal cord.

The nitrates present in beet are converted into nitric oxide in 
the human body which helps to reduce the amount of oxygen 
expended for low-intensity exercises. 

BEETROOT JUICE FOR DEMENTIA

Beetroot reduces triglycerides and cholesterol by increasing 
the amount of HDL cholesterol or good cholesterol and 
homocysteine as it contains the nutrient; betaine. 
Consumption of beet can help prevent conditions like 
atherosclerosis, heart attacks and strokes.

BEETROOT IS GOOD FOR HEART PATIENTS

BEETROOT FOR LOWERING BLOOD PRESSURE

Beets have naturally occurring nitrates which are converted 
into nitric oxide in the human body. Nitric oxide helps to relax 
and dilate blood vessels, improves blood flow and reduces 
blood pressure within couple of hours.

Beetroot has been gaining popularity as a superfood. It helps 
with the treatment of anemia, indigestion, constipation, piles, 
kidney disorders, dandruff, gall bladder disorders, cancer and 
heart disease. Beetroot also helps to reduce blood pressure, 
increase blood flow, resolve respiratory problems, weight 
management, lower the risk of diabetes and prevents 
cataracts.

BEETROOT HELPS TO REDUCE BIRTH DEFECTS

Beetroot contains the pigment betacyaninis which can 
prevent the growth of cancer cells. Beetroot are good for 
preventing colon, lung and skin cancer. Nitrates are used as 
preservatives in meat and their consumption may result in the 
formation of nitrosamine compounds in the body which can 
lead to cancer. Beetroot juice helps to reduce or stem the cell 
mutations caused by these compounds.

Blood flow to certain areas of the brain decrease with age and 
this can lead to loss of cognition and eventual dementia. 
Researches have shown that drinking beetroot juice helps to 
improve supply of oxygen to the brain and slows the 
progression of dementia. The high nitrate concentration in 
beet juice aids this process.

USES AND ITS SIDE EFFECTS
Btroot
THE HEALTH BENEFITS OF 

Beetroot is one of  the healthiest vegetables and belongs 
to the Chenopodiaceous family whose history dates back 
to ancient times. Beetroot is the taproot part of  the beet 
plant. It is a good source of  vitamin C, iron, folate and 
magnesium. It is a great source of  dietary fiber.

Beetroot is a powerful anti-oxidant that is good for the 
immune system, protecting the body against free radicals. It 
also stimulates the activities of the white blood cells which is 
the body's primary line of defense against alien bodies. 
Beetroot also has natural beta carotene which helps to 
prevent lung cancer.

Beetroot contains calcium, betaine, B vitamins, iron and anti-
oxidants which are very good for the liver. Beetroot contains 
zinc, copper and helps with thinning the bile, thus allowing it 
to move smoothly through the liver, thereby preventing any 
pressure to be exerted on it.

Beets have several nutritional properties that should make 
them good for weight loss with their low calories and high in 
water content. It however contains moderate amounts of 
protein and fiber. The fiber also help promote weight loss by 
reducing appetite and promoting feelings of fullness, 
thereby reducing overall calorie intake.

BEETROOT BENEFITS FOR EYES

BEETROOT HELPS TO PREVENT RESPIRATORY PROBLEMS

BEETROOT AIDS IN PURIFICATION OF BLOOD AND LIVER

Beta-carotene which is present in beetroot helps to prevent 
cataract, macular degeneration in elderly people. 

Beetroot contains betalin pigments which support the 
body's Phase 2 detoxification process. This process occurs 
when broken down toxins are bound to other molecules so 
that they can be excreted from the body. Beetroots are 
valued all over the world for their ability to detoxify the body 
and thus purify the blood and liver.

BEETROOT JUICE IS GOOD FOR LIVER

BEETROOT USED AS AN APHRODISIAC

Beetroots have been used as an aphrodisiac for centuries. 
Beetroot contain significant levels of boron, a mineral, which 
helps to stimulate the production of sexual hormones. 
Beetroot can cause a boost in your libido, increase fertility 
and sperm mobility and also help to reduce frigidity when 
you are getting intimate with your partner.

WEIGHT LOSS

SIDE-EFFECTS & ALLERGIES OF BEETROOT

Excessive consumption of beet may result in beeturia, a 
condition where the urine appears pink. Also excessive 
consumption of oxolates may lead to kidney stones. 
Although in some rare cases, beetroot may cause allergies in 
certain individuals. These allergic reactions may include 
rashes, hives, itchiness, and even chills and fever. Betaine 
existent in beetroot may cause complications in pregnant 
women. And, if you are suffering from gastrointestinal 
problems, consumption of beetroot may aggravate the 
situation.
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ALAOJI NDPHC
GEREGU NDPHC
SAPELE NDPHC

OMOTOSHO NDPHC
OLORUNSOGO NDPHC

IHOVBOR NDPHC
OMOKU NDPHC
ODUKPANI NDPHC
EGBEMA NDPHC
GBARAIN NDPHC

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

IBOM POWER PLC

EGBIN POWER PLC

FIRST INDEPENDENT POWER LTD

GEOMETRIC POWER LTD
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