
Egbin Power Expansion Targets 5000MW
Generation Milestone in 5 Years – Kola Adesina
Egbin Power Plc is the largest privately owned power
generation company in Sub-Saharan Africa and accounts
for over 20 percent of power generated in Nigeria.

LAGOS, LAGOS, NIGERIA, March 6, 2018
/EINPresswire.com/ -- Egbin Power Plc is the largest
privately owned power generation company in Sub-Saharan
Africa and accounts for over 20 percent of power generated
in Nigeria. In this interview, Mr. Kola Adesina, Chairman,
Egbin Power Plc speaks about the firm’s experience post
privatisation, expansion plans and other issues in the
nation’s power sector.


The new management took over the affairs of Egbin in
November 2013. Where is the company today in its post-
privatization plan?


ADESINA: Despite these challenges, we have achieved and
exceeded our post-privatization targets. From less than
400MWs, Egbin is generating 1,100 MW and shall hit 1,320
MWs in April 2018. Ordinarily, about 220MW that we began
to overhaul should have been back since last year if the
N140 Billion we are being owed by NBET had been paid.
Now, we are struggling to ramp up our capacity because of
liquidity challenges and growing and unsustainable debt. Evacuation of the electricity we generate
has been a challenge too. Today, the plant can generate about 1,100MWs, but we cannot evacuate
more than 600 MWs, because of frequency issues from the transmission end of the sector. The

Beyond Nigeria, we are
making forays into other parts
of Africa, where we plan to
have strong footprints under
the Sahara Group Electrifying
Africa initiative.”
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Transmission Company of Nigeria says the DISCOs are not
receiving power. Therefore, they have to drop the load. For
Egbin to break even and continue to operate well, we should
be evacuating a minimum of 800 MWs everyday.


Can you talk more on your experience so far running Egbin?
What significant milestones have the plant recorded?


ADESINA: It has not been all smooth sailing. I make bold to
say that Egbin has raised the performance bar in the sector
through continuing investments in human capital and
infrastructure resulting in on going drive for sustainable

performance and expansion. We have had to contend with policy summersault and operational
challenges occasioned by defaults in contractual obligations from Day One, the absence of a cost
reflective regime, FOREX variance of over N200 per naira and inflation rate that rose from 8% at
takeover to 18-19%, as well as debts owed to us by Nigerian Bulk Electricity Trader, NBET. Therefore,
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the considerable improvement Egbin has
made, using the loan acquired in dollars
to provide the infrastructure to generate
the electricity, appears lost, because the
company has not been able to recover its
cost. The loan was in dollars, but power
tariff is in the local currency. Therefore,
what Egbin has lost between the time of
acquisition and today is so depressing.
The company has lost over 200% from
each Naira invested in the acquisition of
the plant. However, we remain committed
to the project of lighting up Nigeria, this is
what motivated our acquisition bid and
we will most certainly surpass our targets
ultimately.


Legacy and new debts by government ministries, departments and agencies are another headache to
both GENCOs and DISCOs. How do you deal with this?


ADESINA: Ordinarily, that’s simple! Just ask all MDAs to have prepaid meters. With that, those that
have credits on their meters would have electricity. Once the credit is exhausted and no
replenishment, then no electricity. I believe the government is doing its best in terms of getting the
MDAs debts settled, but they can still do more to support a metering arrangement that will make
payment by the MDAs seamless whilst accelerating ongoing efforts at settling the legacy debts. The
DISCOs who have so much odds stacked against them also have debts to settle under a system
where all the performance enablers have not been provided. The same DISCOs would be told not to
raise the tariff beyond a certain threshold when you know the critical parameters that produce the
tariff are not right, and as such the real tariff is not being charged. Yet, the authorities and all
stakeholders acknowledge that money is required to upgrade the transformers, restructure the
distribution lines, provide meters to consumers, etc.


Even with these challenges, we learn plans are on to commence Egbin 2 expansion. What does that
entail?


ADESINA: We believe in Nigeria. From the beginning, we had articulated a vision to bring light to
Nigeria. As part of that vision, we said from Day One that we will double the capacity of Egbin. But,
how do you do that with all these challenges, including serious liquidity crisis, uneven playing field,
policy summersault by government and mounting debts. The DISCOs would want to distribute
electricity. But, they are limited by the tariffs and the differentials in the agreements they signed and
the ones being implemented. They need all the enablers in place to perform optimally. We are
determined to forge head believing that everything would come together soon.


Are you going to look from private capital to forge ahead?


ADESINA: Obviously that’s what we are doing.


So, where are you looking at?


ADESINA: We have been engaging several partners in the quest for raising more capital. We are
currently in discussions with some respected International organisations on various partnership
models.




Where would that take you to?


ADESINA: That would give us 3,120 MWs in four years’ time. But, we hope to attain a 5,000MW
capacity in the next five years. Beyond Nigeria, we are making forays into other parts of Africa, where
we plan to have strong footprints under the Sahara Group Electrifying Africa initiative. We have gone
to Tanzania. We are making efforts to get into other nations we see as hubs. Recently, the Bureau for
Public Enterprises said about 37% of privatized entities since its inception are not working. Nigerians
say most of these entities may be in the power sector. Perhaps this is the best way to start.


What’s your view about the state of the sector today?


ADESINA: At the moment, the power sector could do with more collaboration and synergy among all
stakeholders to consolidate and enhance the gains from the privatization exercise.


How do you mean?


ADESINA: The challenges in the sector are not only well known, but well documented. The system is
not properly aligned to deliver service as desired. The sector is a value chain including all the players
– gas suppliers, electricity generation, transmission and distribution companies. All stakeholders need
to align properly to deliver electricity constantly to consumers. Today, a significant increase in gas
supply has resulted in a ramp up in electricity supply from most of the power generation companies.
Equally, there is significant growth in transmission capacity. Most the transmission projects previously
uncompleted have now been completed. The wheeling capacity of transmission has improved
proportionately to about 7,000 megawatts, MW of electricity. But, there’s a wide gap in what we are
delivering. That’s where the challenge is. Electricity business is a global business. It’s nothing unique
to Nigeria. The variables and enablers are known globally. There must be gas availability in the
desired quantity and what can be piped from the location it is produced to the power plant. As long as
one can do that optimally, there will be availability of electricity. The generation company must also
have the capacity to take the gas and use in producing the power for the transmission company to be
able to give the various distribution entities. But, it is evident from the state of the industry today that
there are gaps. From the gas suppliers, a lot of money is invested in the development of gas fields,
provision of infrastructure and supply facilities. They would need to recover their costs. The moment
they cannot recover their investment, the appetite to continue to develop the gas fields would drop. To
survive, they would begin to look for alternative markets where gas can be economically priced. From
the generation perspective, the GENCOs import most of its machines and spare parts used in
generating electricity. Again, don’t forget electricity is a regulated business in the country. There is a
document called multi-year tariff order that puts into context different parameters for the tariffs
charged by the GENCOs, Transco and DISCOs. The day the tariff is lower than the cost of production
in the entire value chain, failure begins to set in. That is the position we have today in the Nigerian
power sector. The gaps we are seeing is regulatory in nature, because the system is completely
regulated, in terms of the standards, quality, pricing and operators activities. Pricing relates directly
with availability of liquidity. If the commodity is appropriately priced, the production process would be
oiled to continue to produce.


What do you think needs to be done to move to the next level?


ADESINA: We need to dimension in the fullest essence possible what it would take to supply
electricity – in terms of technical, legal, commercial, regulation, pricing, liquidity, infrastructure, spare
parts and equipment, etc. When the market has been properly dimensioned, in terms of requirements
for gas-fired, hydro and renewable plants, along with all the enablers in the true state they should be,
all parties would then agree on each of their roles. Government should be committed to face the



critical parameters involving monetary policies on interest rates on loans, exchange rate and inflation
rate. These could be pegged at a certain levels to allow the power sector bring in the required
infrastructure. But, we need to quickly dimension the issue of pricing for the sector to have stability in
supply.


If you were to be government, what would you do to make the sector work?


ADESINA: If government wants to industrialize Nigeria, it can say the cost of goods and services
should not be high. A critical component of the analysis to achieve that agenda would be adequate
electricity supply as a policy. I will say goods and services must be made to be competitive to allow
export, or encourage industrial users of electricity to activate the country’s economy. With that, I would
have aligned the country’s energy policy with industrial policy, by bringing down cost in order to
unleash industrialization. Again, I would ensure that government helps to reduce the inefficiencies
that make operators unable to provide cost-effective electricity. Government should not default in
obligations.


If you were to adjust the regulatory environment, which area would you focus on?


ADESINA: A regulator’s job is made easier under a climate of reasonable certainty. Where there is
high degree of uncertainty, regulatory functions becomes almost impossible. Today, we have a
seemingly better regulatory environment, despite challenges here and there. In the past we had
significant policy summersault that did not allow for adequate planning. There shouldn’t be any
disconnect between policy and regulation.


What about the issue of tariff structure for gas supply?


ADESINA: There are three strategies here. Total energy driven market that allows costs to be fed in
and priced, with the regulator’s role only to ensure that nobody makes excessive profit. But, free
market is not practicable now. On the other hand, I will say: Let government provide these services.
But, we know government alone cannot provide these services. This is where the public-private
partnership comes in. Government can say the entire value chain of the energy sector is the only way
Nigeria could become economically great. Then government could say: How do I help the players
deliver electricity to consumers efficiently, effectively in a sustainable manner. The value chain starts
with gas supply for the thermal plants. Without gas supply the entire value chain is useless.
Government needs to sit down with everybody in the sector and dimension the requirements for the
sector to succeed and accept the incremental stages the sector will go through and how to get there.
After that, we can look at the financial and investment sides for the industry to have commercially
viable price that would give the desired support and the expected result. Then, the realities of all the
parties would be documented in a masterplan that would drive the entire energy sector value chain.
Then, there must be that commitment to agreements. I always like to adopt an holistic and unified
approach in looking at this issue. That is what is required to make the system work well. There must
be regular gas to generation side of the value chain to deliver power optimally. Gas must not treated
in isolation. Everything that would enable more electricity to be delivered to consumers must be
resolved holistically. The more GENCOs are able to deliver power, the more money they make. This is
why Egbin 2 expansion project is in the works to position the nation’s largest power plant for the
growth we envision in the power sector in Nigeria and across the continent.


Privatization of the power sector was seen as the magic bullet that would change everything.


ADESINA: Wrong. Why did you say that? Because the Nigerian power sector is like the human body.
When one has headache, it’s because of certain misalignment of one body organ against another, for
which the headache is just a symptom. If one buys a pain reliever to treat the headache, one would



be engaging in self-deceit. The proximate cause of the headache has not been dealt with. Providing
half solution is worse, as is being done today. If one does not know the cause of the problem,
chances are that one would be running around in circles, looking for scapegoats. Everybody in the
power sector has been looking for who to blame for the problems. Nobody has taken time to know
what the proximate cause of providing stable electricity in Nigeria is. The truth is simply that there is a
serious misalignment in the system. This is where the problem is. The day there is an alignment of all
the relevant players and elements in the power sector working together in synergy, electricity will
become available on a regular basis.


Privatization was to introduce efficiency into the system, reduce cost of doing business, and engender
quality of service. But, it appears those are qualities lacking in the sector post-privatization.


ADESINA: Yes, because of the misalignment I have talked about. Yet, in Egbin Power station where I
am the Chairman, when it was privatized, it was generating about 400 MWs of electricity. Today,
Egbin is generating 1,100 MW. In terms of contribution to the national grid, Egbin has increased its
capacity significantly post-privatization. Without government putting in any money, the company has
been able to get funding that has lifted the plant from what it was to what it is today. But, the mistake
that was made by government after privatization was that the amount harvested from the exercise
should have been reinvested in the system for the upgrade of the infrastructure. If government, with
all the resources at its disposal, handled the system for over 53 years and could not provide all the
infrastructure and meter all the customers, how would the same government expect the private sector
to do all that in just five years of privatization, even with a growing population?
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