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Introduction
The world is at the midpoint of a massive energy-
related transformation. By 2040, the global demand 
for all forms of fuel and power will be four times what 
it was in 19901. There is nowhere in the world where 
this will be felt more than Africa, with the population 
set to double over the next 30 years. This trend is 
exemplified in Nigeria where the population looks set 
to increase from 201 million in 2019 to over 300 
million by 20502. The current world population is 
young and dynamic, and cities are modernizing at a 
rapid rate; and over the next 50 years, global climate 
change will have moved from a marginal to critical 
issue. Institutions everywhere are striving to address 
these climate-related problems by dramatically 
decreasing and mitigating carbon use. There is also a 
growing consciousness from consumers around their 
individual environmental impact which has increased 
the demand for access to safe, reliable, green and 
efficient energy, at an affordable price. 

In Nigeria, this poses both a challenge and an 
opportunity for energy companies. The Energy 
Utilities & Resources (EU&R) sector has long been 
centre stage of the Nigerian economy and it will be 
vital that the industry is strategic in making this shift 
to more modern practices in order to remain 
competitive and profitable, whilst addressing its 
impact on the environment. 

Nigeria’s 
transformation  

The Energy, Utilities and 
Resources sector has long been 
centre stage of the Nigerian 
economy and must take some 
very difficult decisions to solve 
the structural problems for a 
sustainable transformation.

1 BP World Energy Outlook 2019 
2 United Nations: the World Population Prospect 2017
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Renewable energy and natural gas will be the largest 
contributors to global electricity generation by 20403. 

The African continent has huge renewable energy 
potential and abundant natural gas (Nigeria holds 
37% of total proved gas reserves on the continent) 
that together can deliver stable and sustainable 
electricity generation. There needs to be a stronger 
focus on the use of natural gas in the generation of 
electricity both at the utility and independent 
generation level (displacing diesel that is the most 
common used fuel).

Microgrids – Microgrids can deliver lower energy 
costs, promote more sustainable energy sources and 
demand-side energy efficiency while offering grid 
resiliency and ease of establishment. They can also 
be rolled out more easily than centralised grids. For 
example, India launched a plan to install 10,000 
microgrids and minigrids, aiming at a cumulative 
capacity of 500MW by 2021 as part of its efforts to 
reduce energy poverty and generate power from 
renewable energy sources. 

Decentralisation – There is a move towards energy 
decentralisation and towards variants of energy 
decentralisation frameworks such as district energy 
offices. Advances in renewable energy technology, 
and battery storage, enable individuals and local 
communities to produce, use and sell their own 
energy and increase access to energy. This 
democratisation of energy and resources increases 
focus on the end customer and enables distribution 
companies to increase capacity by also purchasing 
power from these individuals.

Digitisation and technical innovation – Advances in 
technology have allowed the rapid development of 
new clean energy alternatives and energy storage 
solutions. This trend looks set to continue as further 
advances are made in renewables, storage, carbon 
capture and blockchain, guaranteeing cheap and 
reliable clean energy. Digitisation and technology are 
also disrupting the competitive landscape in EU&R, 
providing an opening for new entrants and cost 
advantages for competitors from outside the sector.
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Opportunities for transformation
There are several key areas of focus that need to be 
addressed by the Nigerian EU&R sector to support 
the transition: 

Decarbonisation – Consumers want energy-related 
products to be cleaner and less carbon-intensive. 
Institutions and stakeholders must, therefore, 
reduce the current reliance on coal and diesel-fired 
plants and invest heavily in cleaner fuel alternatives 
to reduce current and future carbon footprints. 
Fossil fuel-based mobility is coming under scrutiny 
and legislation is already being proposed to 
encourage electric vehicle adoption in Nigeria.

Transforming the Nigerian economy

151kwh
POWER CONSUMED  
PER CAPITA

193m
POPULATION

3 IEA World Energy Outlook 2019

Source: IEA World Energy Outlook 2019; PwC analysis

Transforming the 
Nigerian Energy 
and Utilities sector 

The opportunities for 
transformation to a sustainable 
energy future in Nigeria are  
vast, driven by industrialisation, 
digitisation and changing 
expectations of customers.

Nigeria’s energy transformation 
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“Nigeria is 
targeting 
25 GW of 

electricity 
access 

by 2030”

The road to transformation
There is no one size fits all approach to EU&R 
transformation in Nigeria, varying approaches will 
have to be applied to different areas in order to 
achieve meaningful change. These include: 

Consumer relationships 
The way businesses interact with consumers  
and their clients is changing. EU&R businesses in 
Nigeria will increasingly use digital platforms to 
communicate with customers and to understand 
customers’ different energy needs. 

The companies will need to cultivate closer 
relationships with technology vendors to enable  
the development of applications that will enable  
the delivery of the required quality of customer/
digital experience.

Mobile, social and web interfaces give customers  
a better view of their energy use and enable richer 
two-way communication between the businesses 
and customers. They also improve EU&R companies’ 
ability to test and deliver information to the customer 
on new products and changes to existing products.

New products, services and business models 
The energy business in Nigeria is changing gradually; 
new technologies, processes and lack of data on 
consumer behaviour dominate the Nigerian 
Electricity Supply Industry (NESI). The growing 
interest in the promise of renewables and the 
paradigm shift from the traditional and simple 
contracting of electricity supply on a take-or-pay 
basis to energy on demand will dominate the power 
ecosystem for years to come. 

Various new products and services which rely on 
technology are possible in the sector. Some of these 
include energy storage services, Energy as a Service 
(EaaS), captive power and Independent Electricity 
Distribution Networks (IEDN). Companies interested 
in pursuing these new lines of business will have to 
evaluate their current competency levels (technical 
and commercial) and decide to grow or acquire the 
skills required to create value in these businesses.
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Access to electricity (% of population)
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Despite the great opportunity the energy transition 
poses for the Nigerian energy sector, there are still 
significant challenges which pose a risk to a smooth 
transition from reliance on diesel generation to cleaner 
gas powered energy: 

Financial viability
Nigeria will need to reform its energy sector and 
reduce government and political interference to 
encourage private sector investment. Reforms must 
make utilities financially viable and sustainable  
while ending the subsidisation of inefficient utilities. 
The tariff shortfall in the electricity sector which 
technically is the electricity subsidy payable by the  
FG stood at N1.12 trillion (US$3.7 billion) between 2015 
and 2018. Also, international public finance needs to 
be better coordinated to promote private investment, 
both for large-scale, low-carbon projects (for example 
natural gas) and for distributed rural electrification 
projects. Financing will be required both to increase 
the output and reliability of current power plants and 
the grid in order to be inclusive and bring in the huge 
number of Nigerians (around 50% of the population) 
who currently have no access to the grid.

Inadequate gas infrastructure
The nation’s gas reserves are yet to be fully harnessed. 
This has left the domestic gas market generally 
underdeveloped, with a significant percentage of 
available natural gas exported as liquefied natural gas, 
re-injected to enhance oil recovery or simply flared. 
This has exposed the weaknesses in the structure of 
the nation’s power generation mix, thereby being a key 
contributor to Nigeria’s unstable and unpredictable 
power supply system. This has necessitated the 
initiation and implementation of an appropriate gas 
pricing framework, a prerequisite for developing the 
domestic gas market.

Security of energy infrastructure
The challenge of securing energy infrastructure 
remains daunting in view of the incessant vandalism of 
oil and gas installations in the Niger Delta region. This 
has adversely affected the supply of refined products 
as well as gas supply to thermal power stations.

Skills gap
Another major operational challenge facing Nigeria’s 
energy sector is the dearth of requisite skills and 
expertise, particularly in the electricity sub-sector. 
This is due to long years of neglect pre privatisation 
of the power sector. Post privatisation, however, 
massive recruitment and training are ongoing to 
cover the gap and refresh the ageing workforce  
in the power sector in Nigeria. A combination of 
professionals in various areas including engineers, 
technicians and industry experts with expertise  
both in low carbon fuels, renewable energy and 
distributed generation are required to drive the 
change desired in the industry.

Challenges in 
the Nigerian 
energy market 

“Reforms 
must make 

utilities 
financially 
viable and 

sustainable”
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Electricity is the backbone 
of a nation’s progress. 
Industries and households 
need electricity to thrive.
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Regulatory developments
The contributions of the energy sector can broadly 
be grouped into domestic consumption to power 
economic activities, source of external and internal 
revenues and an instrument of political negotiation 
at the world level. Energy is so vital to the economy 
that it has been termed the oxygen of the economy. 
The Nigerian government has been quite active in the 
development and making of guidelines to transform 
the energy sector through the DPR for oil and gas and 
NERC for electricity. Some of the other regulators 
include NCDMB and PPPRA.

Some of the recent regulatory guidelines designed  
to enhance the energy sector include:

1. Flare Gas (Prevention of Waste and Pollution) 
Regulation, 2018
The aim of this regulation is to enable the conversion 
of flare gas to a marketable gas product, and the 
development of a competitive bidding process for 
entities wishing to access and utilise gas that is 
currently being flared. The aim of the regulation  
is to create social and economic benefits from the 
capture of flared gas and reduce the environmental 
impact. The DPR assigns permits to qualified 
companies (Permit Holder; PH) giving them the  
right to access flare gas from sites.
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5. Eligible Customer Regulation
The Eligible Customer Regulation allows bulk 
electricity users who consume 2MWhr/h or more 
to purchase electricity directly from electricity 
generation companies. The regulation aimed at 
ensuring that eligible customers – who are mostly 
commercial and industrial users – can have access 
to electricity. The regulation is expected to transform 
the sector from the monopoly of the distribution 
companies into a competitive sector. It is also 
expected to drive increased power generation as the 
generation companies will have direct access to 
markets and ready off-takers.

6. NERC Regulation for Mini-Grids 2016 
Mini-grids are a system of connected generation and 
distribution facilities developed to serve no less than 
two customers. They may be completely independent 
of the main grid (i.e. isolated) or linked to the grid 
through a connection with a distribution licensee 
(interconnected).

The licensing requirement depends on the 
distributed power of the grid. A permit is required if 
the distributed power exceeds 100kW and up to 1MW 
generation capacity while only registration is 
required if the distributed power is below 100kW.

Small electricity generators can liaise with mini-grid 
operators for the supply of electricity, provided the 
generation capacity does not exceed 1MW. A 
generation licence will be required for this purpose.

2. The Deep Offshore and Inland Basin Production 
Sharing Contracts (Amendment) Act 2019:
The President recently assented to the Deep 
Offshore and Inland Basin Production Sharing 
Contract (Amendment) Bill 2019. The amendment 
introduces provisions for price reflective royalties, an 
eight-year periodic review of the Production Sharing 
Contracts (“PSCs”) and penalties for non-compliance 
with the Act. The Act is aimed at increasing Nigeria’s 
earnings from the oil and gas industry to shore up the 
Federal Government’s revenue.

3. The Petroleum Industry Bill:
The Petroleum Industry Bill was conceived with the 
intention to restructure the Nigerian oil and gas sector 
to drive transparency and effective governance. Key 
elements of the bill include the commercialisation of 
NNPC and the formation of new commercial entities, 
an overhaul of the fiscal regime, the establishment 
of new regulators, and the deregulation of the 
downstream subsector. The bill has been segmented 
into the Petroleum Industry Governance Bill (PIGB); the 
Petroleum Industry Fiscal Bills (PIFB); the Petroleum 
Industry Fiscal Bill; and the Host Communities Bill. The 
PIGB was passed into law by the national assembly in 
2019, and the president dissented the signing of the 
bill. The concerns raised by the president are currently 
being addressed by the national assembly.

4. Consultation paper on Distribution Franchising 
The Nigerian Electricity Regulatory Commission 
(NERC) is officially introducing sub-franchising of 
Electricity Distribution Companies’ (DisCos) 
operations, in a bid to improve Nigerians’ access to 
safe and reliable electricity services in the country. 

The Consultation Paper on Distribution Franchising 
introduces a concept whereby unserved or 
underserved communities within a DisCo’s franchise 
area are served by a franchisee operating under the 
DisCo’s distribution licence. Proposals for the 
franchising arrangement can either be initiated by 
DisCos or customer groups (community) within a 
specified geographic boundary. The community, 
through a registered association, may formally 
approach the DisCo to declare its interest and  
initiate franchising arrangements in the areas of 
supply, metering, billing and collection including 
additional investment in the distribution networks 
where appropriate. 

Comparative GHG 
emissions (tCO2/Cap) 
(2018)
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Globally, it has been demonstrated 
that there is a positive correlation 
between energy consumption and 
economic growth. Nigeria’s GDP per 
capita has been fuelled through 
alternative power sources (generators).
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7. Independent Electricity Distribution Networks 
Regulation 2012 (IEDN)
The IEDN regulation addresses distribution networks 
that are not connected to the transmission system 
and are licensed by NERC to operate in a geographical 
location that is either not served by an existing 
distribution company or is inadequately served  
by the distribution company within that location.

IEDNs are classified into isolated off-grid rural IEDNs, 
isolated urban off-grid IEDNs and embedded IEDNs.

Embedded IEDNs are connected to the transmission 
network through a Distribution Company.

8. Meter Asset Provider Regulations 2018
In a move to address the severe revenue shortfall 
being recorded by Electricity Distribution Companies 
(DisCos) and to address the public outcry on the 
overcharging of end-users for electricity under the 
estimated billing system, NERC issued the 2018 
Meter Asset Provider Regulations. The Regulations 
relieve the DisCos of metering service obligations by 
creating a group of new sector entrants to be known 
as Meter Asset Providers (the “MAPs”). The MAPs are 
expected to operate the end-user metering aspect of 
the value chain including the financing, procurement, 
installation, servicing/maintenance and replacement 
of metering equipment.

The Regulations are expected to reduce and 
eventually eliminate overcharging of end-users, 
which is prevalent under the estimated billing 
system. From a regulatory perspective, the 
Regulations will also provide a reliable basis for 
recording data on energy consumption in Nigeria.

Conclusion
There are massive opportunities for transformation in 
the EU&R sector in Nigeria to a sustainable technology-
driven low carbon future. However, achieving success 
will require significant diligence from industry players 
and national/international investment. We must first 
get a deeper understanding of the opportunities 
available to ensure investments is directed to the most 
appropriate avenues. 

Conventional diesel off-grid power generation is 
expected to be displaced with national demand for 
clean, reliable energy. In the face of a rapidly growing 
population, Seplat, a critical player in the EU&R sector 
value chain, is ideally placed to lead this national 
transition with Nigeria remaining a very attractive 
investment opportunity. Seplat’s access to gas 
infrastructure positions it to be a leading long-term gas 
supplier of choice for Nigeria. In addition, market price 
outlook remain strong and the long-term outlook for gas 
in Nigeria and the regional market remains positive.

EU&R companies in Nigeria will need to be strategic as 
they embrace these possibilities and build their future 
plans around them. This is because the challenges 
these changes will bring can’t be satisfied with tactical 
responses. There will be a need to adopt these 
strategies gradually through a series of small initiatives 
to modify the operating practices and culture enough to 
be economically viable.

“ Seplat’s access to gas 
infrastructure positions it to 
be a leading long-term gas 
supplier of choice for Nigeria.”
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