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WELCOME
Welcome to the 2022 edition of the Africa Energy
Yearbook, produced in partnership with African
Business magazine, and the 24th annual Africa
Energy Forum in Brussels.

SOME HIGHLIGHTS
FROM THE YEARBOOK
INCLUDE

W

elcome to
the 2022
edition of the
Africa Energy
Yearbook,
produced in partnership with African
Business magazine, and the 24th
annual Africa Energy Forum in
Brussels.
We would like to thank all
our authors, interviewees and
contributors for giving us a detailed
insight into the challenges and
successes as well as the opportunities
that are present in sustainable
development. This edition of the
Africa Energy Yearbook provides an
overview of the continent’s energy
transition plans and projects.

Big challenges lying ahead for African
utilities, as they are expected to
maintain supplies for rapidly growing
populations while extending limited
power grids. Many face growing
competition from independent power
producers (IPPs) while being tasked
with hitting government targets in a
way that other generators are not (see
pg.24).
Uganda is providing a robust
example to the rest of the continent
when it comes to renewable power
initiatives. “The regulatory climate
in Uganda has been assessed as the
best on the African continent for the
last four consecutive years.” Read
the full interview with Eng. Ziria
Tibalwa Waako, CEO of the Uganda
Electricity Regulatory Authority
(ERA) on page 28.
7KHR̆JULGVRODUVHFWRULVVHHNLQJ
WRUHEXLOGLQYHVWRUFRQ¿GHQFHSRVW
SDQGHPLFDVWKH$IULFDQR̆JULG
solar industry recovers. The sector
is growing but is in urgent need for
further support. Bringing solar power
to communities both remote and
LQPRUHSRSXORXVDUHDVWKDWVX̆HU
from inadequate grid provision is
regarded as vital if the UN sustainable

development goal of bringing
universal electricity access to all by
2030 is to be realised (see pg. 66).
Kenya Electricity Generating
Company (KenGen) is targeting East
African geothermal opportunities.
Geothermal energy is a fundamental
resource which is at the centre of
Kenya’s energy policy and East
Africa’s energy transition. At the end
of November, KenGen started drilling
geothermal wells in Djibouti in a bid
to reduce the country’s dependence
on imported electricity and fuels
and meet the increasing demand for
HQHUJ\IURPODUJHVFDOHGHYHORSPHQWV
including urban, port and industrial
infrastructure (see pg.74).
We are pleased to announce that
KenGen will be country hosts at the
25th annual Africa Energy Forum
WDNLQJSODFHRQ-XQHLQ
Nairobi, Kenya!
Additionally, we are hosting
$IULFD¶V¿UVW2̆VKRUH7HFKQRORJ\
Africa Forum (OTA) (30 November
to 2 December) in Cape Town, South
Africa, where we will be unlocking
$IULFD¶V%OXH(FRQRP\DQGR̆VKRUH
wind and gas.
We’re particularly excited to be
back in Tanzania for the 7th year
following a brief hiatus as the country
IXUWKHUVKRZFDVHVLWVRSHQIRU
EXVLQHVVVWUDWHJ\IRUSULYDWHVHFWRU
development. The Tanzania Energy
Cooperation Summit (TECS) takes
SODFHRQ)HEUXDU\LQ'DUHV
Salaam, Tanzania.
These business development
meetings are designed to further your
objectives in key markets and we look
forward to working with you to make
them as valuable as possible to your
corporate goals.
Meanwhile, we look forward to
seeing you all at the Africa Energy
Forum. Q
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Photo of the year

AEF PHOTO OF THE
YEAR COMPETITION
RETURNS FOR 2022
We are excited to bring the Photo of the Year
competition back at aef, as we return to the
full scale conference and exhibition on 21-24
June at Tour & Taxis in Brussels.
Our Photo of the Year competition
celebrates
excellence
in
the
transformative impact of Africa’s
energy projects.
This year we have introduced three
new categories:

ENERGY IN ACTION

Using energy for work; energy in
motion; energy in the community.

ENERGY IN
LANDSCAPE

Energy as a visible part of the
landscape, including hills, rivers,
buildings, trees, and plants.

ENERGY AND YOUTH

Energy connecting and empowering
youth, entrepreneurs, early career
professionals.
The shortlist has now been drawn up.
EnergyNet and the aef team would
like to say thank you to everyone
that entered the aef Photo of the Year
competition. We were inundated with
so many inspirational photos sent in
for all three categories, a testament
to how many transformative energy
projects have impacted Africa and its
community.
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THE WINNERS WILL BE
ANNOUNCED LIVE AT
THE AFRICA ENERGY
FORUM ON 21ST JUNE
AT TOUR & TAXIS,
BRUSSELS.

All shortlisted photos and winners will
be showcased during the 24th annual
Africa Energy Forum on 21-24 June
2022 at Tour & Taxis in Brussels. The
winning company[s] or individual[s]
will receive an enlarged copy of the
winning photo, and it will be displayed
and credited in the Africa Energy
Yearbook,
EnergyNet
Magazine,
aef website and on the EnergyNet
homepage for 3 months.

GOOD LUCK TO ALL THE
FINALISTS!
The aef Team

ENERGY IN ACTION
Left: BTE
Renewables – Site
construction
100 MW.
Below: African
Infrastructure
Investment
Managers [AIIM]
– Off-grid solar
energy solutions
to communities
without access to
a formal electricity
supply.

Above: Power Africa
– Electricity access
is crucial for Avelino
Martin’s carpentry
business in Luanda,
Angola.
Right: InfraCo
Africa – Water flows
using solar powered
irrigation, Senegal.
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Photo of the year

ENERGY IN LANDSCAPE
Left: Vestas – V52850kW Kenya,
Lake Turkana.
Below: Juwi –
Garob storm.

Above: Distributed
Power Africa –
Tanganda Tea Estate.
Right: African
Infrastructure
Investment Managers
[AIIM] – Cookhouse
Wind Farm.
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ENERGY AND YOUTH
Left: Globeleq –
Raphael is one of the
hundreds of young
energy professionals
who has progressed
through the industrial
practical training at
the Songas power
plant, Tanzania.
Below: Kipeto Energy
– To support the youth
in Esilanke where our
wind farm is located
Kipeto Energy has
employed resident
youth.

Above: Solar Giraffe
– Young girl charging
her phone on the Solar
Giraffe in Mangunze
Gaza Mozambique.
Right: Power Africa
– Electricity powers
small businesses and
creates brighter future
for children.
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Communiqué

GREEN HYDROGEN –
IMPLICATIONS AND
PROSPECTS FOR AFRICA
Energy security is back in the spotlight as a result of the war in
Ukraine and sanctions against Russian oil and gas. At the same
time, the global transition to renewable energy is accelerating.

E

nergy experts presented
green hydrogen as
a viable solution on
both fronts at a recent
webinar and publication
of a new whitepaper, ‘Unlocking
European Energy Security with
clean, affordable and domestically
produced renewable energy and
green hydrogen’. The paper,
published by Siemens Gamesa
Renewable Energy presents a
convincing case for green hydrogen
in helping secure Europe’s longterm energy supply and meeting
net-zero targets.
With increasing energy
interdependence globally, will
a transition from fossil fuels to
renewables and green hydrogen
in Europe impact Africa? As the
continent with one of the least
developed renewable energy sectors,
what are the prospects for green
hydrogen in Africa?

A GREEN ROUTE TO
CARBON NEUTRALITY

Hydrogen has been used as a fuel
for decades. It is produced by using
electrolysis to split water molecules.
When renewable energy is used for
its production, the result is green
hydrogen, a carbon-neutral gas that

12
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can be transported via pipeline and
storage containers to where it is
required.
According to the ‘Unlocking
European Energy Security’
whitepaper, green hydrogen is the
only viable option to reduce the
greenhouse gas emissions from heavy
industries such as fertilisers, cement,
iron, and steel and as a fuel for longhaul aviation, trucking, and ships.

GREEN HYDROGEN
AND AFRICA

With abundant renewable resources
– nonarable land, sun, wind and
hydropower - Africa is rich in many
of the ‘raw materials’ required
to produce renewable energy at
scale, which can, in turn, be used
to manufacture green hydrogen.
According to the World Economic
Forum 9% of all energy generated in
Africa came from renewable sources
in 2020, of which 6.8% came from
hydropower.
Several African countries are
actively pursuing UN SDGs and
implementing renewable energy
plans. Egypt has committed to
source 42% of its total electricity
from renewable energy by 2035 and
Morocco has a renewable energy
target of 52% by 2030. South Africa

Unlocking European energy security
Click here to read the Renewable Energy White Paper

intends to install an additional 3.3
GW of wind energy capacity over the
next five years, to cover around 20%
of the country’s energy consumption.
Several green hydrogen
initiatives are already underway
on the continent: The Africa Green
Hydrogen Alliance was formally
launched at the first-ever Green
Hydrogen Global Assembly in Spain
last month (May 2022). Founding
partners Egypt, Kenya, Mauritania,
Morocco, Namibia, and South Africa
are encouraging other countries to
join in developing a robust green
hydrogen ecosystem.
Egypt and Zimbabwe have already
installed over 100 megawatts of
electrolysers and there are plans in
place to build further green hydrogen
projects in Egypt, Mauritania,
Morocco, Namibia and South Africa.

CHALLENGES AND
OPPORTUNITIES

The International Renewable
Energy Agency (IRENA) advocates
renewable energy as an answer
to many of Africa’s economic,
environmental and social challenges;
a way to overcome energy poverty
and support development without
damaging human health or the
environment.
Africa is heavily reliant on fossil
fuels for power and they account for
around 50% of export revenue in the
sub-Saharan region, according to
the World Bank. Although a shift to
renewables is likely to reduce fossil
fuel exports from Africa, it also brings
export opportunities.
Several countries are already
benefitting from the increased global

demand for mineral resources used in
the production of batteries and wind
turbines - nickel, copper, and cobalt.
And there is also enormous potential
to increase exports of renewable
energy.
In March, the EU announced an
additional 10 million tonnes of green
hydrogen imports per year, as part of
the RepowerEU plan to offset Russian
gas supplies. This is in addition to the
EU’s existing target of consuming 20
million tonnes of green hydrogen by
2030, with 10 million tonnes locally
produced in Europe and the other
half imported
At the same time, there is
enormous potential to increase
renewable energy exports. The
European Union is working to shift
to green hydrogen by 2050, with
imports from Africa and other regions
part of the equation. In March, an
additional 10 million tonnes of green
hydrogen imports per year was
announced, as part of the RepowerEU
plan to offset Russian gas supplies.
The International Renewable
Energy Agency (IRENA) advocates
renewable energy as an answer
to many of Africa’s economic,
environmental and social challenges;
a way to overcome energy poverty
and support development without
damaging human health or the
environment.
It can create jobs. For example, the
green hydrogen facility planned for
the Northern Cape region of South
Africa is forecasted to create 20,000
jobs by 2030. The IRENA African
Development Bank (AfDB) report
anticipates Africa’s energy transition
can create 26 million jobs by 2050.

REQUIREMENTS

Unlike some areas of the world
where existing infrastructure e.g.,
natural gas pipelines can potentially
be repurposed, a green hydrogen
economy in Africa will require
major investment which is currently
lacking. A recent IRENA report,
in collaboration with the AfDB,
showed that in the past two decades
only 2% of global renewable energy
investment went to Africa.
This appears to be changing.
There is some international
recognition and commitment to
growing a green hydrogen economy
in Africa. The H2Atlas-Africa project
– a joint initiative of the German
government and sub-Saharan
African partners aims to produce
165,000TWh annually in West Africa
across several projects. Germany
has also signed partnerships with
Namibia and the Democratic
Republic of the Congo, as well as
collaborative projects with South
Africa and Morocco.
A supportive legislative framework
is crucial. According to IRENA and
the AfDB, an integrated energy
transition framework could attract
sustainable energy investment to
grow the regional economy by 6.4%
by 2050.
With access to finance, technology
and a more supportive legislative
framework, Africa can become a
significant contributor to a fairer
global energy transition. To this
end, Europe and Africa together
can exercise much greater influence
within the green hydrogen sector,
thus forming a strong, inclusive, and
green hydrogen transformation. n
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Data section

AFRICAN
ENERGY DATA
Africa’s electricity supply industry gaining
momentum despite crises and delays

I

n common with other industries,
Africa’s power sector has suffered major challenges during
the Covid-19 pandemic, resulting in delays, cancelled projects,
and new ways of working. Problems
remain, but there are indications that
some momentum is returning.
2021 marked a low point for new
capacity being brought online in AfULFD SUHOLPLQDU\ ¿JXUHV IURP $IUL
can Energy Live Data show, in a blow
for ambitions to industrialise. A net
5,733 MW was added to the continent’s grid during the year, the lowest
¿JXUH VLQFH  :KLOH  VDZ
some recovery towards the end of the
year as projects at advanced stages of
construction were able to make the
¿QDO SXVK IROORZLQJ WKH LQLWLDO ORFN
downs, projects at an earlier stage of
construction or late stage of development were more severely impacted by
pandemic restrictions resulting in delays across the board in 2021.
Travel restrictions proved particularly problematic early in the pandemic, with some companies withdrawing
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IURPSURMHFWVDVVWD̆FRXOGQRWWUDYHO
while others struggled to bring in specialists. As the pandemic has gone on,
the increasing cost of key components
and logistics has undermined business
cases, with an exaggerated impact in
Africa where development timelines
are often drawn out, increasing the inÀDWLRQDU\ H̆HFW RQ ¿QDQFLDO PRGHOV
&RVW LQÀDWLRQ IRU GHYHORSHUV LV SURY
LQJDVLJQL¿FDQWSUREOHPIRURIWHQWRR

an impact and many projects which
had been scheduled to begin operating in 2021 will not produce their
¿UVWHOHFWURQVXQWLOODWHLQDQGLQ
some cases 2023.
Constrained national budgets and
growing debt even before the pandemic, coupled with weak growth, has reduced African governments’ ability to
underwrite the power sector. Most African governments provide subsidies

There are signs that the industry is slowly
turning a corner. Reforms in major markets
such as South Africa and Nigeria are still at
a very early stage and will require skilful
implementation by policymakers.
slow procurement programmes, with
bidders struggling to anticipate price
rises sometimes years in the future
when setting out their bids.
Russia’s invasion of Ukraine and
continued lockdowns in China mean
that these pressures continue to have

to loss-making utilities and are often
asked to provide guarantees to private
developers. The result has been a dramatic reduction in power purchase
agreements (PPAs) signed with independent power producers. Live Data
recorded PPAs signed for 1,479 MW

ALL AFRICA ON-GRID CAPACITY BY FUEL, 2010Ð21
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new capacity in 2021 compared with
5,417 MW in 2020 when national authorities were more optimistic that
the impact of the pandemic would be
VKRUWOLYHG7KH¿YH\HDUDQQXDODYHU
age 2016-2020 was 4,410 MW.

Has the industry turned a
corner?
There are signs that the industry is
slowly turning a corner. Reforms in
major markets such as South Africa
and Nigeria are still at a very early
stage and will require skilful implementation by policymakers. Slowdowns in new capacity additions in
North Africa as well as major Sub-Saharan markets such as Ghana, Kenya,
Nigeria, and South Africa had impacting new capacity even before the
pandemic. Net new capacity added
in 2019 was 9,115 MW, down from a
¿YH\HDUDYHUDJHRI0:LQWKH
years 2014-18 as the attention of polLF\PDNHUV DQG GHYHORSPHQW ¿QDQFH
institutions turned towards bottlenecks in transmission and distribution as well as sector liquidity.

2019

2020

2021

0
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+RZHYHU GHYHORSHUV ¿QDQFLHUV
and construction companies are reSRUWLQJ KHDOWK\ GHDO ÀRZ GULYHQ LQ
particular by renewable energy projects. Growth in solar and wind capacity remained relatively robust during the pandemic, with a combined
1,451 MW new on-grid solar and wind
capacity added in 2021 and 1,556 MW
LQ  FRPSDUHG ZLWK D ¿YH\HDU
average of 1,466 MW 2015-19.
Rising oil and gas prices may add
further impetus to renewable energy
development. Diesel prices have increased dramatically in the wake of
Russia’s invasion of Ukraine, hitting
African businesses and utilities that
remain heavily reliant on generators
and impacting governments’ balance
of payments.
The 2021 slowdown was driven by
fewer projects coming online in North
Africa, where massive investment
programmes implemented in the second half of the 2010s culminated in
2018 with a massive 14.8GW being
brought online in the region alone.
But new capacity has been added in

Sub-Saharan Africa at a relatively
steady rate, with 3,394 MW added in 2021, 3,140 MW in 2020, and
3,579 MW in 2019. While a slowdown
on the middle of the decade, a glut
of projects during the earlier period
exposed bottlenecks elsewhere in the
supply chain which has delayed the
addition of more capacity.
Private sector investment also remained relatively consistent during
the pandemic. A net 2,283 MW of
privately owned capacity was added
to the grid in 2021 and 2,026 in 2020,
FRPSDUHGZLWKD¿YH\HDUDYHUDJHRI
2,530 MW/yr 2015-19. State-owned
SURMHFWV FRQWLQXH WR EH PRUH VLJQL¿
cant for the grid, accounting for 76%
of net new capacity added each year
on average.
Public investment has focused
on baseload and dispatchable technologies. Of the net 3,705 MW new
state-owned capacity added in 2021,
2,047 MW was gas, 1,200 MW coal,
and 325 MW hydropower. In contrast, the private sector is heavily
invested in renewable energy, with
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NORTH AFRICA: NET NEW ON-GRID CAPACITY BY FUEL, 2010Ð21
20,000

717 MW of the 2,283 MW net new
privately-owned capacity solar and
672 MW wind.
This is typical of the division of investment in recent years. Between
2017 and 2021, 75% of new stateowned capacity was gas, 11% coal,
and 11% hydropower. If North Africa
is excluded, 40% of new state-owned
capacity was hydroelectric and 39%
coal, followed by 9% liquid fuels
(mostly diesel and heavy fuel oil) and
8% natural gas. Private investment
across the continent as a whole has
EHHQ RQO\ VOLJKWO\ PRUH GLYHUVL¿HG
with solar capacity accounting for
38% of new privately-owned capacity
added over the period. 25% was wind,
12% coal, 9% gas and 7% hydropower.
The resilience of private sector investment is encouraging but ensuring
that public and private interests align
remains critical to creating a sustainable investment climate. Utilities have
on some occasions struggled to accommodate variable renewable power onto intermittent networks or into
markets without the right contractual
and market structures to make the
most of the technologies. Public and
private investments need to be made
with a clear view of the best allocation
RIULVNFRPSHWHQFHDQG¿QDQFLDOFDpability.

THE RISE OF C&I
SOLAR

As investors have become frustrated
with a lack of on-grid opportunities,
IRUFLQJ WKHP WR ¿JKW DJJUHVVLYHO\ IRU
the most promising projects, they
have taken advantage of technological and business innovation – as well
as the availability of climate-linked
¿QDQFH ± WR PRYH LQWR FRPPHUFLDO
and industrial (C&I) solar. Africa has
a number of increasingly well-established solar PV developers specialising in C&I solar and is starting to see
larger utility-scale developers move
into the space. The sector has also at-

WUDFWHGVLJQL¿FDQWLQVWLWXWLRQDOLQYHVWment over the last few years.
Live Data does not have compreKHQVLYH ¿JXUHV IRU R̆JULG DQG HPbedded generation but several trends
are clear. While Live Data has not
UHFRUGHG VLJQL¿FDQW FKDQJHV LQ WKH
RYHUDOO DPRXQW RI QHZ R̆JULG DQG
embedded – power plants supplying
grid-connected customers and so ‘embedded’ within the grid but not supplying it – capacity, the breakdown of
technologies has begun to change.
Between 2010 and 2015, the traditional technologies of liquid fuels, natural gas, and biomass (largely from
bagasse, a by-product of sugar cane
production) accounted for an averDJHRIRIDOOR̆JULGDQGHPEHGded capacity added. But 2016-2021
showed a rapid shift towards solar,
wind, and battery technologies. These
accounted for 35% of net new capacity
over the period, but more than 50%
in 2019 and 2021. In 2021, more solar capacity was added than any other
technology, accounting for 40% of the
total. The technology averaged 30% of
QHZ R̆JULG DQG HPEHGGHG FDSDFLW\
added each year between 2018 and
2021.

NOT OUT OF THE
WOODS

Tough times will continue for some
time as the shockwaves from multiple
crises work their way across the continent over the next few years. However, there is optimism in the industry
WKDW GHDO ÀRZ LV LPSURYLQJ DQG WKDW
reforms in major markets will begin
to bear fruit. At the same time, the appetite amongst investors for exposure
to renewable energy projects on the
continent remains strong and growing. But it is also clear that the scale of
investment and rate of increase of installed capacity must grow by an order
of magnitude for Africa to come close
WR DFKLHYLQJ LWV XUJHQW HOHFWUL¿FDWLRQ
and industrialisation goals.Q

MW
16,000

12,000

Hydroelectricity

Other

Nuclear

Battery

Coal

Biomass / biogas

Natural gas & liquid fuels

Geothermal

Liquid fuels

Wind

Natural gas

Solar

8,000

4,000

0

Ð4,000

2010

2011

2012

Africa Energy Yearbook

2022

2014

2015

2016

2017

2018

2019

2020

2021

© African Energy 2022 (www.africa-energy.com)

SUB-SAHARAN AFRICA: NET NEW ON-GRID CAPACITY BY FUEL, 2010Ð21
8,000
MW
7,000
6,000
5,000

Hydroelectricity

Other

Nuclear

Battery

Coal

Biomass /biogas

Natural gas & liquid fuels

Geothermal

Liquid fuels

Wind

Natural gas

Solar

4,000
3,000
2,000
1,000
0
Ð1,000

2010

2011

2012

2013

2014

2015

2016

Source:: African Energy Live Data

2017

2018

2019

2020

2021

© African Energy 2022 (www.africa-energy.com)

NET NEW STATE-OWNED ON-GRID CAPACITY BY FUEL, 2010Ð21
20,000
MW
16,000

12,000

Hydroelectricity

Other

Nuclear

Battery

Coal

Biomass / biogas

Natural gas & liquid fuels

Geothermal

Liquid fuels

Wind

Natural gas

Solar

8,000

4,000

0

Ð4,000

2010

2011

2012

2013

2014

2015

Source:: African Energy Live Data

2016

2017

2018

2019

2020

2021

© African Energy 2022 (www.africa-energy.com)

NET NEW PRIVATELY-OWNED ON-GRID CAPACITY BY FUEL, 2010Ð21
Other
Battery
Biomass /biogas
Geothermal
Wind

3,500

Solar

MW

Hydroelectricity

3,000

Nuclear
Coal

2,500

Natural gas & liquid fuels
Liquid fuels

2,000

Natural gas

1,500
1,000
500
0
Ð500

2010

2011

2012

Source:: African Energy Live Data

16

2013

Source:: African Energy Live Data

2013

2014

2015

2016

2017

2018

2019

2020

2021

© African Energy 2022 (www.africa-energy.com)

Power market intelligence for a
challenging environment
Identify opportunities for investment and sales with detailed
project information and data on more than 7,000 power
plants and projects and the organisations behind them

African Energy Live Data is an innovative online database dedicated to the African electricity
supply industry. Analyse the competitive environment and assess power plants and the project
pipeline based on independently researched and verified information.

Features and benefits
 Find projects matching your market
profile and build informed country-bycountry market development plans
 Search for the organisations behind
each power plant and project. Identify
owners, developers, offtakers, financiers
and their portfolio of projects.
 Support strategic planning by analysing
country data from 2010 and projections
five years into the future, alongside key
economic & demographic statistics.

Live Data can help your business
In addition to subscriptions to the full platform, we can
provide a tailored package, providing data for energy
modelling, mapping, sales, analysis, or case studies.
Contact us to arrange a demonstration of the platform.

W: www.africa-energy.com/live-data

E: sales@africa-energy.com

T: +44(0)1424 721667

Interview

Tshifhiwa Bernard Magoro
6RXWK$IULFD¶V,332̇
FH

STAYING AHEAD
OF THE CURVE
South Africa is making
huge strides in renewables.
Tshifhiwa Bernard
Magoro heads up South
$IULFD¶V,332̇
FH+HUH
he talks Bill Lumley
through some of the latest
developments
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South Africa has some of the
lowest renewable energy
tariffs in the world. What has
made this possible?
Through the competitive, independent and transparent bidding process under the Independent Power
Producer Procurement Programme
(IPPPP), South Africa has been able
WR H̆HFWLYHO\ OHYHUDJH UDSLG JOREDO
technology developments and price
trends, which has resulted in lower
rates with every bid cycle. Strict adherence to these procurement principles has contributed to the high level
of participation by developers from
all over the world, and in most cases oversubscribed bid rounds have
resulted in extremely competitive
pricing.
This also demonstrates market
FRQ¿GHQFH LQ RXU SURFXUHPHQW SUR
cess gained from years of consistently doing the right thing and doing
things right.
Another important factor that has
impacted on pricing in South Africa is
the government support provided in
relation to the obligations of the Buyer, which has been the national utility
Eskom to date. Such support remains
critical until we establish alternative
mechanisms to reduce government liability.
It is notable that these competitive
SULFHV DOVR UHÀHFW VLJQL¿FDQW REOLJD
tions on IPPs in respect of economic
development commitments over the
life-time of the project, which is a

unique feature of South Africa’s IPP
procurement model. These include
commitments around broader ownership and local participation, local content and broad-based procurement,
job creation, skills development and
socio-economic initiatives in the communities within which the projects are
located.

Could you highlight standout
energy sector PPPs?
As an independent procurement of¿FH LW ZRXOG QRW EH DSSURSULDWH IRU
us to comment on individual projects. However, the programme colOHFWLYHO\ KDV DFKLHYHG PDQ\ ¿UVWV
including, most recently concluding
agreements on 2 June 2022, for the
¿UVWGLVSDWFKDEOHUHQHZDEOHSODQWWR
be built in Africa.
7KH ¿UVW ELG ZLQGRZ XQGHU WKH
IPPPP was announced in December
2011. By February 2022, 5,826 MW
of electricity capacity from 87 IPP projects have already been connected to
the national grid and supplying energy to Eskom. Through the IPP projects
we have attracted investment into our
economy to the value of R209.6 bilOLRQ 7KHVH SURMHFWV KDYH VSHFL¿FDOO\
prioritised jobs for youth, women
and citizens from local communities.
Through the IPP Programme, 63,291
job years (the equivalent of a full time
employment opportunity for one person for one year) have so far been created for South African citizens in the
construction and operation of IPPs.

Total socio-economic development
and skills development expenditure
by operational IPPs to date is around
R2.5 billion, which has contributed to
skills and enterprise development, as
well as health, education and social
welfare initiatives in the broader communities where IPPs are located.

The cap on private power
generation without a licence
in SA was lifted from 1 MW to
100 MW. What is the significance of that move?
)LUVWO\ WKLV SROLF\ VLJQL¿HV *RYHUQ
ment’s commitment to speedy resoluWLRQRIWKHFXUUHQWHQHUJ\GH¿FLW7KH
OLIWLQJ RI WKH FDS LV DOVR D VLJQL¿FDQW
step towards the establishment of the
electricity market reform in the country, as intended in the ERA Amendment Bill released earlier this year by
the Department for public comment.
The end state envisioned by the Bill
caters for three kinds of transactions,
including willing buyers and willing
sellers, physical bilateral transactions,
and the regulated transactions.

What else is being done to
increase the speed of the
solar and wind roll-out?
The Minister of Mineral Resources
and Energy has committed to more
regular procurement bidding windows in line with the country’s Integrated Resource Plan (IRP) 2019.
Other recent legislative changes
include the enabling of municipalities and large industrial consumers
to purchase electricity directly from
IPPs, which will further stimulate investments in renewable energy. Roof
top PV in commercial and residential
sector is also gaining momentum
The Minister has committed to re-

vise the IRP to bring it in line with the
current realities of the energy shortages.

The government’s Integrated
Resource Plan suggests the
country needs 20.6 GW of
new solar and wind capacity
by 2030 to meet demand. Is
that manageable?
In fact if one considers some of the assumptions made then, we need much
more capacity to come online by 2030
than initially anticipated.
The energy procurement plan under the IRP is the most ambitious
that the country has seen in over a
decade. The 13,813 MW new generation capacity that has been determined to date represents only 44% of
the total 31,488 MW target for 2030
under the IRP. Further determinations will be made in order to reach
the 14,400 MW total target for wind
generation and 6,000 MW target for
Solar PV generation by 2030.
The procurement target is manageable, however, there are also other critical factors that need to be addressed to enable this roll-out, which
include grid development investment
and revitalising local manufacturing,
which has been eroded as a result of
the long delays in procurement and
global factors such as the COVID-19
restrictions. Other government regulatory approvals such as environmental authorisations will also have
to be streamlined for a faster turnaround times.

What is the role of gas IPPs in
SA’s energy transition?
South Africa’s National Development
Plan (NDP), the IRP and several national gas policies, including the more

UHFHQW *DV 0DVWHU 3ODQ EDVH FDVH DOO
recognise the important role of gas in
the energy mix, particularly as a transition fuel towards net zero. The gas
economy will also foster the creation
of new job opportunities and skills required to develop, construct and manage new import, transport and consumption infrastructures as well as the
tertiary sectors. South Africa’s power,
industrial and transportation sectors
also show great potential to contribute
to a gas market development.
7KH,332̇
FHKDVEHHQWDVNHGZLWK
WKHGHVLJQRID*DV,33SURFXUHPHQW
programme in line with the Ministerial Determination of 3,000 MW, which
is the total gas generation allocation
under the IRP up to 2027. This is a
complex programme involving a multitude of stakeholders and as the procurement is still at conceptual phase,
we cannot yet share more details on
this. The green hydrogen gas economy
is also going to be a game changer in
this country.

Coal still accounts for most
of SA’s energy supply. What
else can be done to drive
down that share faster?
This is a policy matter that is not in
the domain or mandate of the IPP
2̇
FH 6Ẋ
FH WR VD\ WKDW 6RXWK $I
rica’s energy planning process takes
full cognisance of the country’s commitments to reduce emissions, whilst
at the same time being sensitive of
the massive economic and socio-economic transition implications on local
economies, workers and communities. What is also evident is that in recent past coal plant performance has
been deteriorating at a much faster
rate than initially planned in the inIRP. Q
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Interview

Hussain Al Nowais

Chairman, AMEA Power

Multinational Independent Power
Producer AMEA Power is focused
on delivering renewable energy
solutions to emerging markets
in Africa, the Middle East and
Asia. AMEA Power’s Chairman
Hussain Al Nowais explains
to Bill Lumley his passion for
investment in wind and solar
energy across the African
continent

One of the most outstanding
stories in the region is the
speed with which AMEA
Power has grown in a short
period of time. Between the
inception of the organisation
and today, you have already
built a significant pipeline.
Can you outline a timeline of
this and other key projects
AMEA Power has going
forward, under development
or in construction, to get a
vision of the direction you
are looking to take?

We began in 2015 when Egypt and
Jordan were our first entry into this
business. Our largest exposure in
the company is 1,000 MW in Egypt,
which comprises 500 MW of wind and
500 MW of solar.
These two projects are on target
to achieve financial close in November this year. Once financial close is
achieved, the construction of both the
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wind project and the solar project will
be launched. We are working in this
regard with a major development financial institution. The EPC contractor and the permits are ready. So basically, it’s a ready-to-go project.
In Jordan we have 100 MW in operation, comprising 50 MW of wind
and 50 MW of solar. We have also
successfully connected our first developed project in Sub-Saharan Africa to
the grid, a solar power plant in Togo,
West Africa. These three renewable
energy projects reached commercial
operation in the year 2021.
The Togo project is one I’m particularly proud of. We took the whole
project from inception to completion
in just 18 months, building a 50 MW
solar plant in Blitta in the north of
the country. I’m not just proud of that
project, but I’m also most grateful to
the President of Togo, who awarded
me with the Commander of the Order
of Mono medal in recognition and ap-

preciation for the speed with which we
carried out the entire project, despite
the fact that it was undertaken during
the COVID-19 pandemic. There were
all kinds of challenges that we had to
overcome, yet we were able to deliver the project successfully. The solar
power plant is currently in operation,
the client is happy and so are we . And
in fact, they are now extending our
concession to an additional 20 MW
with battery storage.

What challenges did you face
and how did you manage to
overcome them?

We advanced our equity and did not
wait for financial close to fulfil the
commitment I made to the government for the construction to start immediately.
The debt financing came in after the
project had begun construction, by
which time we had already extended
large sums of cash from our equity
funds. So, we funded it, and then received financing from the West African Development Bank, together with
the Abu Dhabi Fund for Development.
It was confidence and a passion for
success that drove us to complete the
project, which is in operation today.
Now we have started construction on a project in Burkina Faso, a
26.6 MW solar plant. This is a challenging geography and also a challenging time. Despite these hurdles,
we have already embarked on the
construction of the solar power plant.
The debt financing for the project
came from the International Finance
Corporation (IFC), the IFC-Canada
Climate Change Program and the
Emerging Africa Infrastructure Fund
(EAIF).
In addition to Burkina Faso, we
have also launched the construction
of a 34 MW solar plant in the north

of Morocco, with a local partner. The
construction is being financed by local
banks in Morocco.
Morocco is a significant market for
us, as it has established itself as a regional leader in clean energy, pushing
forward a number of large-scale renewable energy projects. Morocco’s
target is to increase its renewables
share to 52% by 2030, and we look
forward to supporting the country in
achieving its objective and diversifying its energy mix.
We are also on course to start construction by the end of this year on a
100 MW solar power plant in Tunisia,
funded by two major development finance institutions.
Two and a half years ago, AMEA
Power was formally awarded the

100 MW solar power plant project in
Kairouan after an international competitive tender aligned with the Tunisian government’s 2030 New Energy
Vision, as part of a large 500 MW solar programme.
We were very excited about being
awarded a large renewable energy
project in one of our key target markets, and we are happy to support the
country in achieving its objective to
diversify its energy mix.
AMEA Power is also undertaking
a 30 MW solar project in Djibouti; a
50 MW solar project in Côte d’Ivoire,
a 20 MW solar project in Uganda ; and
a 50 MW wind plant in Kenya . We are
also pursuing solar and wind opportunities in Ethiopia, Zambia, South Africa and others. In our portfolio today
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Hussain Al Nowais

Chairman, AMEA Power

we have secured about 2000 MW, and
we have another 1000 MW of prospective pipeline that we are pursuing
across the continent of Africa. AMEA
Power will then become a 3 GW power
company.

Can I ask you what your vision is in the medium to long
term in Africa?

We passionately believe in Africa. We
saw the potential of Africa and in the
subcontinent, Sub-Saharan Africa, six
years ago, when we saw the shortage
of power combined with the demand
for power. We went ahead and took
the risk. A lot of people did not believe that things can move in Africa.
It’s true, it takes time, you have to be
patient there. You also have to work
closely with the clients and share
knowledge on the concept of IPP,
as some are not familiar with this
scheme. But I am delighted to say that
we are now making great progress and
creating impact. We credit this to our
teams and our various partners.
Our approach is to work hand in
hand with our partners and clients.
We believe in the spirit of partnership,
and we are committed to the communities we work in. And again, I come
back to Togo. We succeeded there
because we worked hand in hand
with the government as a partner. We
trained the local community on the
construction and the operation. We
spent a great deal of time and effort
in sharing knowledge and training
them. We contributed to their social
needs, by building (and providing
equipment) to a clinic, and building
and renovating schools for the community.
Partnership with the community
is a theme and a philosophy we have
adopted in Africa. We are in their
communities and in their villages.
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You need partnership; you need to
have that common trust and common
belief in the project and the need of
the society.
We understood the continent, we
understood the ways the different
countries and communities operate,
and we work with them as partners.
With an open book, transparent and
supportive approach, we follow the
rules, we follow the ethics, we follow
the code of conduct, and we work
hand in hand with the communities
and the government.

Looking ahead in terms
of the whole area of
decarbonisation, can you
outline your strategy, what
you’ve achieved in this
regard so far, and what your
plans have regard for the
future?

We are now focusing on providing
wind power, solar power and battery
storage, when needed, delivering this
all in a diverse and challenging geographic environment.
There are now two new angles we

are pursuing in Africa, two areas we
are working on. The first is the green
hydrogen concept, which is becoming
extremely attractive in Africa, given
the wealth of solar and wind resources
available in a number of African countries.
The second new aspect we are pursuing is that of water. There is a distinct scarcity of water in Africa, and
several countries have a great need
for it. For this reason, we are pursuing projects such as desalination –
treating sea water and converting it to
drinking water and usable water. This
process will again happen through
green power – using reverse osmosis
technology and powering the process
through green power.
We are also pursuing green hydrogen, because, again, hydrogen is central to decarbonisation, the process of
reduction of carbon emissions which
everyone in the energy business is
keen to pursue through the green hydrogen business and the green ammonia business.
In this regard I’m proud to say that
we have signed an MoU for our first

green hydrogen project, which we
have now started to develop in Egypt.
In parallel, we’re pursuing green hydrogen opportunities in three other
countries in Africa, but it’s still at an
early stage. We are keen on pursuing
carbon emission mitigation through
decarbonisation by strongly applying
the clean climate philosophy.

What are the biggest
challenges you’ve faced, how
have you overcome them
to get where AMEA Power
is today and what future
challenges you expect to
face the coming months and
years?
Time. It takes longer to deliver in Africa than we are normally used to for
several reasons, the system and the
processes and sometimes the knowledge building with the team there,
the understanding of the processes,
the understanding of the PPP model,
the understanding of the IPP model, the understanding of the BOOT
model. These are new terms for many
in the business. Some of them have
advanced, some of them are very advanced and others are getting there.
I have confidence having met a lot
of young African officials. They are
very capable, very competent and they
are learning fast, all ambitious to grow
their continent and their country’s
position as equal with the rest of the
world.

Can you give me any
examples of how
you managed to turn
opportunities into projects
that you’ve subsequently
delivered in a very short
period of time?

To return to the example of Togo, I
met the president of Togo, HE Faure

Gnassingbé. A great visionary leader, who talked about his vision to go
green and wanting to develop a solar project. We signed an MoU and
we embarked on the journey to work
with the team, and to share knowledge about the process. We promised
to deliver on time, and we delivered
on time, working with the partners,
the community, the government, the
banks, and using our equity. I think
this is a model of how things can happen. We managed to deliver the first
large-scale IPP renewable energy project in record time.

the equipment and manpower to convert it to power.
If you take a country like Burkina
Faso, it is 1,500km away from any port
where they may be able to collect HFO
as a fuel. This means they’re paying for
a huge cost for fuel not least because
they’re paying a huge cost for transporting that fuel. Yet they have a fantastic natural resource from which to
get power: the sun. Okay, they don’t get
it 24 hours a day, but they do have sunshine for at least 10 hours a day. You
add a couple of hours of battery storage, you can take it up to 14 or 15 hours.

Can I ask why you’re so committed to such an investment
with a high proportion of
your projects in Africa?

Do you see AMEA Power
being ahead of the game and
setting gold standards in
Africa?

We saw the huge potential in Sub-Saharan Africa, given that around
167 MW is consumed per 1 million
people there. By contrast Germany,
for example, has 3,851 MW per one
million people. Egypt by contrast has
1,099 MW per 1 million.
We opted to focus on the area and
the geography where there is a shortage of power. In terms of ratios of
power versus people, it’s very low on
the African continent compared with
the Middle East, Europe or the US.
A country of about 9.5 million people, United Arab Emirates, consumes
more than 30,000 MW of power. In
retrospect, countries with significantly higher populations in Africa consumd or had lesser access to reliable
power.
Speaking of renewables, in which
we believe very strongly, we did not
pursue investment in any thermal
HFO or thermal power because the
availability of resources in Africa in
terms of sun and wind is outstanding:
it’s a free fuel. You don’t have to pay
for this fuel. Your investment is just

We are committed to our belief in the
subcontinent. We work hard, we have
a large team of people at AMEA Power comprising a mix of 30 different
nationalities from all over the world,
including Africa, Asia and Europe.
They are all dedicated and believe in
one theme, which is to succeed and to
grow.
Africa has always been a geography
we liked, we have succeeded there,
and we want to continue.
We have more to do in Africa as the
sky is the limit.
Our mid-term vision is to focus on
Africa and the Middle East as far as
geographies are concerned. Regarding the business areas, in addition to
hydrogen and water, we’re also pursuing another direction, which is delivering power to mines. Many of the
countries in Africa such as Zimbabwe,
Zambia and DRC have strong mining operations that need power. The
world is now seeing a high demand for
copper, zinc, and cobalt for example,
so this is an important growth area as
well for AMEA Power. n
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BIG CHALLENGES
FOR AFRICAN
UTILITIES
National utilities are being forced to modernise as
independent power producers enter the African
PDUNHWEXWWKHUHLVQRRQHVL]H¿WVDOOVROXWLRQWR
the energy conundrum, writes Neil Ford

A

frican power utilities
have long been in
D GL̇
FXOW SRVLWLRQ
They are expected to
maintain supplies to
rapidly growing populations while
H[WHQGLQJ OLPLWHG SRZHU JULGV 0DQ\
face growing competition from independent power producers (IPPs) while
being tasked with hitting government
targets in a way that other generators
DUH QRW <HW WKH\ KDYH WR XQGHUWDNH
WKHVH WDVNV ZKLOH WDUL̆ LQFUHDVHV DUH
strictly limited, so it is therefore no
ZRQGHUWKDWPRVWDSSHDUWREHIDLOLQJ
Over the past three decades, some
African governments have sought to
weaken the monopolies of state power
companies to improve the power supply situation, particularly by unbundling utilities into their constituent
generation, transmission and distriEXWLRQ SDUWV 6XFK SROLFLHV DUH XVX
ally designed to attract private sector
investment and engender competition
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but in some cases they can result in
WKHGLVVROXWLRQRIXWLOLWLHV
Unbundling is necessary if genuine
competition is to be achieved as it rePRYHVFRQÀLFWVRILQWHUHVWZKHUH,33V
have to compete in generation with
the state utility but then rely on that
utility for transmission and distribution, plus sometimes even adjudication if it also acts as industry regulaWRU0RVWXQEXQGOLQJVWUDWHJLHVUHVXOW
in a single transmission operator, often still state owned, with competition
in both generation and distribution,
EXWSDUWLFXODUO\LQWKHIRUPHU
A competitive market in generation can drive down costs, both in
construction and operations & mainWHQDQFH 2 0  ZKLOH LW DOVR KDV WKH
potential to promote technology and
VNLOOV WUDQVIHU $W WKH VDPH WLPH DQ
independent regulator is usually set
XS WR RYHUVHH FRPSHWLWLRQ DQG WDUL̆
regimes, which can often otherwise be
LQÀXHQFHGE\JRYHUQPHQW

THE DIFFERENT
MODELS

About a third of all African power
sectors remain dominated by vertically integrated utilities, including
those in Chad, Democratic Republic
of Congo, Equatorial Guinea and LiEHULD +RZHYHU JRYHUQPHQWV ZLWK
PDQ\ RWKHU FDOOV RQ WKHLU OLPLWHG ¿
nancial resources are generally unDEOH WR ¿QDQFH LQIUDVWUXFWXUDO LP
provements without private sector
SDUWLFLSDWLRQ $ERXW DQRWKHU WKLUG
have retained vertical integration –
where the utility dominates generation, transmission and distribution
– but with competition in generation,
VXFKDV%RWVZDQD0DXULWLXV5ZDQ
GDDQG7DQ]DQLD
A third group has vertically unbundled without private sector participation, including in Ethiopia, Lesotho
DQG 6XGDQ )LQDOO\ VRPH KDYH YHU
tically unbundled with private sector
participation, such as Angola, Ghana,

Few countries have embraced
unbundling quite as
enthusiastically as Nigeria.

1LJHULDDQG=LPEDEZH6RPHRIWKLV
¿QDOJURXSVXFKDV1LJHULDVHHPWR
have highly competitive and dereguODWHGPDUNHWVEXWWKHEHQH¿WVDUHQRW
HDVLO\DSSDUHQW
Unbundling can indeed create
more competition in the sector but
it rarely helps to address one of the
PDLQ SUREOHPV WKDW D̆HFWHG WKH
performance of state power comSDQLHV LQ WKH ¿UVW SODFH ± D ODFN RI
LQYHVWPHQW $VLGH IURP ,33V WKH
majority of power utilities operating
in Africa are still state owned even
where deregulation and unbundling
SROLFLHV KDYH EHHQ SXUVXHG ([FHSW
where IPPs are guaranteed attractive
terms, the power sector is generally
not regarded as a promising investment option across the continent as
DZKROH
There have also been concerns
in some African markets that IPPs
KDYH EHHQ R̆HUHG RYHUJHQHURXV
WHUPV ,Q .HQ\D IRU LQVWDQFH LW KDV
been claimed that private producers
have been paid twice as much for
HOHFWULFLW\ DV VWDWH XWLOLW\ .HQ*HQ
ZLWK JRYHUQPHQW Ṙ
FLDOV ¿UHG DV D
UHVXOW 8WLOLWLHV LQ .HQ\D 6RXWK $I
rica and Ghana have tried to bypass
contractual agreements by reducing
WKHLUR̆WDNHIURP,33VGXULQJGRZQ
turns in demand, particularly during
WKHHDUO\PRQWKVRIWKH&RYLGFULVLV
'HPDQG IHOO LQ 6RXWK $IULFDQ E\ DV
much as 11 GW, as many mines and
LQGXVWULDO¿UPVKDOWHGRSHUDWLRQV
:KHUHLWLVGL̇
FXOWIRUVWDWHRZQHG
utilities to boost revenue within
their domestic markets, growing
cross-border power sector integraWLRQ GRHV R̆HU WKHP RSSRUWXQLWLHV
to target more potential customers,
although progress in developing reJLRQDO SRZHU SRROV KDV EHHQ VORZ
7KH6RXWK$IULFDQ3RZHU3RROLVWKH
most successful to date, but planned
upgrades to the East African and
West African power pools have been
UHSHDWHGO\GHOD\HG

NIGERIA AND KENYA
)HZ FRXQWULHV KDYH HPEUDFHG XQ
bundling quite as enthusiastically as
1LJHULD 7KH FRXQWU\ KDG ORQJ EHHQ
famed for the poor performance of
its power sector, with customers routinely renaming the National Electric
Power Authority (NEPA) ‘Never ExSHFW 3RZHU $JDLQ¶ 7KH ODFN RI JHQ
erating capacity, limited progress on
grid expansion and frequent power
cuts prompted the government to reQDPHLWWKH3RZHU+ROGLQJ&RPSDQ\
RI1LJHULD 3+&1 LQLQSUHSD
ration for unbundling into 18 successor companies: six generation companies that now compete with IPPs,
one transmission company and elevHQ GLVWULEXWLRQ ¿UPV 7KH WUDQVPLV
sion company remained state owned
but all of the others had been at least
SDUWO\SULYDWLVHGE\WKHHQGRI
This competitive structure could
prove a success in the long-term but
ongoing problems in supplying gas to
WKHUPDO SODQWV DQG D ODFN RI ¿QDQFH
for downstream upgrades means that
Africa’s most populous nation still
KDV LQVẊ
FLHQW JHQHUDWLQJ FDSDFLW\
DQG XQUHOLDEOH VXSSOLHV 6HFXULW\ LV
sues surrounding gas supply make it
GL̇
FXOWWRDVVHVVWKHLPSDFWRIWKHUH
forms on generation levels, as a large
EXWÀXFWXDWLQJSURSRUWLRQRIWKHUPDO
FDSDFLW\LVFRQVWDQWO\VKXWLQ
.HQ\D KDV DOVR DOUHDG\ XQEXQ
dled its power sector, although to a
IDUPRUHOLPLWHGH[WHQW,QWKH
.HQ\D 3RZHU &RPSDQ\ ZDV EURNHQ
XS LQWR .HQ\D (OHFWULFLW\ *HQHUDW
LQJ &RPSDQ\ .HQ*HQ  DQG .HQ\D
3RZHU DQG /LJKWLQJ &RPSDQ\ .HQ
ya Power), with the latter taking
responsibility for transmission and
GLVWULEXWLRQ %RWK KDYH EHHQ SDUWO\
privatised to bring in much-needed
LQYHVWPHQW .HQ\D 3RZHU KDV VWUXJ
gled to maintain power supplies in
recent years because of rising demand and more recently the collapse
RIDK\GURGDP
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There have been three nationwide
EODFNRXWVVLQFHWKHPRVWUHFHQW
LQ-DQXDU\6DERWDJHKDVEHHQ
blamed by some, following the dismissal of a number of power sector
Ṙ
FLDOV DIWHU WKH JRYHUQPHQW IRXQG
irregularities in the drafting of PPAs
GHHPHGWREHRYHUJHQHURXV7KHFDVH
highlights the fact that deregulation
only works if the terms of private secWRUFRQWUDFWVDUHFRUUHFWO\FDOLEUDWHG
,Q WKH FDVH RI .HQ\D 33$V VHHP WR
disadvantage both of the main utilLWLHV ZLWK .HQ*HQ QRW UHFHLYLQJ WKH
same level of payment as its competiWRUVDQG.HQ\D3RZHURYHUSD\LQJIRU
HOHFWULFLW\
While the renewables revolution
has weakened the position of some
XWLOLWLHV .HQ*HQ KDV EHHQ DEOH WR
SOD\ D IXOO UROH 7KH ¿UP ZDV GXH WR
face competition from a planned
 *: FRDO¿UHG SODQW DW /DPX EXW
environmental opposition eventually saw the government cancel that
SURMHFWLQ1DLURELKDVQRZLQ
VWLWXWHG D WDUJHW RI DFKLHYLQJ 
renewable energy production by
 LQFOXGLQJ K\GUR XWLOLVLQJ WKH
country’s solar, wind and geothermal
resources as well as its existing hydro
VFKHPHV
.HQ*HQFRPSHWHVZLWKSULYDWHVHF
tor operators in developing geotherPDO SURMHFWV DQG KDV WXUQHG .HQ\D
into the biggest geothermal power
producer in Africa and one of the
ELJJHVW LQ WKH ZRUOG LQ WKH SURFHVV
7KHFRPSDQ\FRPSOHWHGWKH0:
2ONDULDLQ0D\WDNLQJ.HQ\D¶VWRWDO
JHRWKHUPDO FDSDFLW\ XS WR  0:
DQGKDVDQQRXQFHGSODQVWRDGG
0: PRUH JHRWKHUPDO FDSDFLW\ RYHU
WKHQH[W¿YH\HDUV
The country’s biggest IPP is the
 0: /DNH 7XUNDQD ZLQG IDUP
ZKLFK FDPH RQ VWUHDP LQ  DQG
which is owned by a consortium
RI SULYDWH LQYHVWRUV 3URYLGLQJ WKH
FRXQWU\¶VFXUUHQWFRQWUDFWXDOGL̇
FXO
WLHVFDQEHZRUNHGRXW.HQ*HQORRNV
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set to continue competing with private sector renewable energy generaWRUV7KHPDLQWKUHDWWRERWKXWLOLWLHV
FRXOG FRPH IURP VHOI JHQHUDWRUV $V
LQ6RXWK$IULFDPDQ\LQGXVWULDODQG
business customers are developing
their own power plants, often solar,
WRDYRLGUHO\LQJRQWKHJULG

SOUTH AFRICA
*LYHQWKHSUREOHPVWKDWKDYHD̆HFW
ed unbundled power sectors, it is perhaps not surprising that many governments have opted not to follow
WKHOHDGRI.HQ\DDQG1LJHULD$SDUW
from some limited participation by
,33VWKHJRYHUQPHQWRI6RXWK$IULFD
continued to rely on power utility Eskom, even in the face of serious power supply problems, with the support
of the country’s powerful trades union movement, which opposes privaWLVDWLRQDQGGHUHJXODWLRQ
The government itself was partly to
blame for the shortfall in generating
capacity as it underestimated how
much new generation capacity would
EHUHTXLUHG7KHGHYHORSPHQWRIWZR

ELJQHZFRDO¿UHGSURMHFWVZDVVDQF
WLRQHGWKH*:.XVLOHDQG0HGX
pi plants, but both took years longer
to build than expected with big cost
RYHUUXQV
The parastatal’s debts, which now
VWDQG DW 5EQ EQ  EHJDQ
WR D̆HFW WKH HQWLUH FRXQWU\¶V FUHGLW
rating, given the government’s role
DVJXDUDQWRU,WKDGEHJXQWRPRXQW
despite average annual increases
LQ HOHFWULFLW\ WDUL̆V RI  IURP
XQWLOMXVWEHIRUHWKH&RYLGFUL
VLV7KHFRPSDQ\IDLOHGWREDODQFHLWV
ERRNV GHVSLWH LQMHFWLRQV RI ¿QDQFH
by the government, most recentO\ IRU 5EQ EQ  LQ WKH 
QDWLRQDOEXGJHWDOORFDWLRQ,Q)HEUX
DU\  WKH 'HSDUWPHQW RI 3XEOLF

In 2019, one year after coming
to power, President Cyril
Ramaphosa announced that
Eskom would be unbundled into
three wholly owned entities.

Enterprises described the utility as
³WHFKQLFDOO\ LQVROYHQW´ )LQDOO\ (V
kom became caught up in the corruption, or state capture, cases that have
GRPLQDWHG 6RXWK $IULFDQ SROLWLFV
RYHUWKHSDVWIHZ\HDUV
Pretoria previously tried to attract
private sector investment in power
generation, while still leaving Eskom
LQ D GRPLQDQW SRVLWLRQ 5HQHZDEOH
energy investors were allowed to develop solar and wind power projects
under the government’s Renewable
Energy Independent Power Producer
3URFXUHPHQW 3URJUDPPH 5(,333 
Power was to be supplied to the national grid under long-term power
purchase agreements (PPAs) with
Eskom but Eskom refused to sign
PPAs with some of the selected bidGHUVLQOHDGLQJWRGHOD\VLQ
ODXQFKLQJ PRUH WHQGHU URXQGV 7KLV
stance may have steeled the governPHQWLQLWVGHWHUPLQDWLRQWRDFW
Eskom’s inability to solve its power supply problems and its growing
GHEWV¿QDOO\SXVKHG3UHWRULDLQWRDF
WLRQ ,Q  RQH \HDU DIWHU FRPLQJ

to power, President Cyril Ramaphosa announced that Eskom would be
unbundled into three wholly owned
entities covering generation, transPLVVLRQDQGGLVWULEXWLRQ)XQFWLRQDO
VHSDUDWLRQ ZDV FRPSOHWHG LQ 
with the establishment of divisional
boards and managing directors, with
all three now functioning relatively
LQGHSHQGHQWO\ /HJDO VHSDUDWLRQ LV
scheduled for completion by the end
RI
The government is considering
taking over Eskom’s massive debts
or at least part of them as the successor companies will be unable to
RSHUDWH H̆HFWLYHO\ ZLWK WKLV GUDJ RQ
WKHLU¿QDQFHV0RUHRYHULWZRXOGEH
GL̇
FXOW WR GHFLGH KRZ WR DSSRUWLRQ
the debt among the three new comSDQLHV
Eskom’s dominant position has
DOVREHHQZHDNHQHGE\WKH6RXWK$I
ULFDQJRYHUQPHQW¶VGHFLVLRQLQ
to relax restrictions on self-generation, which will result in more mines
developing their own power projects
to satisfy their needs and supplying

excess production to the nationDO JULG 6RODU FDSDFLW\ LV OLNHO\ WR
dominate as miners seek to reduce their greenhouse gas emisVLRQVZKHUHSRVVLEOH7KHJURZLQJ
trend of self generation could also
threaten the position of utilities
HOVHZKHUHRQWKHFRQWLQHQW
The state-owned utility’s position could also be threatened in
the longer term by a move away
IURP FRDO JLYHQ WKDW FRDO¿UHG
SODQWVFRPSULVHPRVWRILWV*:
LQVWDOOHG FDSDFLW\ 6RXWK $IULFD
has been reluctant to move away
from coal because of the jobs and
revenue it generates from mining, consumption and exports but
Eskom will gradually have to embrace renewables more fully if it
is not to lose out entirely to new
FRPSHWLWRUV +RZHYHU WKH ¿UP¶V
QHZ JHQHUDWLRQ R̆VKRRW ZLOO EH
able to compete on an equal basis
with IPPs and will be able to bid in
IXWXUHUHQHZDEOHHQHUJ\WHQGHUV
6RXWK $IULFD LQWURGXFHG D FDU
ERQWD[LQ-XQHZLWKDUDWH
RI 5  WRQ IRU  DQG
the rate is to increase by at least
WRQ HYHU\ \HDU XQWLO LW UHDFK
HVWRQZLWKDWDUJHWRI
WRQ E\  DQG WRQ IURP
 7KHVH UDWHV DUH ORZ E\ LQ
ternational standards, which were
JHQHUDOO\LQWKHUDQJHRI
WRQLQ
The government is banking on
renewables to drive private sector
participation in the industry, with
 0: RI QHZ ZLQG SRZHU
FDSDFLW\  0: RI VRODU DQG
 0: RI VWRUDJH Ṙ
FLDOO\ GXH
IRUFRPSOHWLRQE\'HFHPEHU
EXWUHDOLVWLFDOO\H[SHFWHGE\
DWWKHHDUOLHVW$QRWKHU0:
of private sector wind and solar
DQG0:RIQHZFRDOFDSDFLW\
LVGXHWRFRPHRQVWUHDPE\
but this too will be delayed as site
selection and tenders are still onJRLQJQ
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Interview

Eng. Ziria Tibalwa Waako,
CEO of the Uganda Electricity Regulatory Authority (ERA)

UGANDA SETS STANDARD
Uganda is providing a robust example to the rest of the
continent when it comes to renewable power initiatives.
Bill Lumley talks to Eng. Ziria Tibalwa Waako, CEO
of the Uganda Electricity Regulatory Authority (ERA)
There are a number of key initiatives concerning off-grid
initiatives in the country,
among them the enactment
of off-grid regulations and
the adoption of new business models. As a regulatory
authority, what do you see
as the biggest challenges you
think Uganda faces in some
of these initiatives, such as
the enactment of off-grid
regulations?
Firstly there is the enactment of the
R̆JULG UHJXODWLRQV 7KH (OHFWULFLW\
,VRODWHG *ULG 6\VWHPV  5HJXODWLRQV
ZKLFKSURYLGHIRUFOHDUDQGUR
EXVW UHJXODWRU\ IUDPHZRUN FRYHULQJ
WKH WHFKQLFDO OHJDO HFRQRPLF HQYL
URQPHQWDOWDUL̆DQGJULGDUULYDOFRQ
VLGHUDWLRQV
7KHQ WKHUH LV WKH DGRSWLRQ RI DW
WUDFWLYHQHZEXVLQHVVPRGHOV)RUH[
DPSOHWKH(5$OLFHQVHGEXQGOHGYLO
ODJHVXQGHURQHOLFHQFHXQGHUWKH3UR
0LQL*ULGVSURMHFW7KHHFRQRPLHVRI
VFDOH ZLWK VXFK D SDFNDJLQJ KHOS LQ
WKHSURYLVLRQRIDFFHVVWRHYHQVPDOO
HUFRPPXQLWLHVWKDWZLWKRXWDPRGHO
ZRXOGEHQRQYLDEOHERWK¿QDQFLDOO\
DQGHFRQRPLFDOO\
7KH (5$ KDV EHHQ GLVFRXUDJLQJ
QRQUHQHZDEOHVLQWKHGHVLJQRISUR
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MHFWVHVSHFLDOO\XQGHUWKHFRPSHWLWLYH
WHQGHUV ZLWK KLJKHU PDUNV DZDUGHG
WRVROXWLRQVZLWKUHQHZDEOHSRZHU
7KH SURYLVLRQ RI JRYHUQPHQW VXE
VLGLHV WR R̆JULG GHYHORSHUV WKURXJK
WKH 5XUDO (OHFWUL¿FDWLRQ 3URJUDP
7KHVXEVLGLHVDUHPDLQO\WRZDUGVWKH
FRQVWUXFWLRQ RI WKH GLVWULEXWLRQ JULG
DQGWKHODVWPLOHFRQQHFWLRQVDQGWKLV
KDVEHHQDJUHDWVXFFHVV
$GGLWLRQDOO\ WKH GHVLJQ RI VLP
SOL¿HG LQWHUQDO ZLULQJ VROXWLRQV
ZLWK UHDG\ ERDUGV IRU WKRVH KRXVH
KROGV WKDW ODFN LQWHUQDO ZLULQJ RU
IRU VHPLSHUPDQHQW KRXVLQJ VWUXF
WXUHVZKHUHWKHFRQYHQWLRQDOLQWHUQDO
KRXVHZLULQJLVQRWSRVVLEOH

“The regulatory climate in Uganda
has been assessed as the best on the
African continent for the last four
consecutive years.”

What have you learned so
far from partnerships with
institutions such as the
Mulago Neonatal Unit and
Uganda Prisons Services, to
switch from using biomass
to electricity in kitchens?
2XU REVHUYDWLRQ LV WKDW WKH LQLWLDO
FDSLWDO IRU Ḣ
FLHQW FRRNLQJ IDFLOLWLHV
LVKLJK7KHUHIRUHWKHUHLVDQHHGIRU
D IUDPHZRUN WKDW PDQDJHV WKH IURQW
HQG FRVW RI WKH DFTXLVLWLRQ RI WKH
HTXLSPHQW ,Q WLPH DV WKH FRVW IDOOV
ZHDUHDEOHWRWKHQUROORXWRQDPDV
VLYHVFDOHXQUHVWULFWHGE\WKHWDUL̆V

%XW QRZ ZH VHH UHGXFHG WDUL̆V IRU
FRRNLQJ
7KH FRRNLQJ WDUL̆ LV WR HQFRXUDJH
GRPHVWLFXVHUVWRFRRNXVLQJHOHFWULFL
W\DVRSSRVHGWRXVLQJFKDUFRDOZKLFK
FRQWULEXWHVWRWKHGHSOHWLRQRIIRUHVW
FRYHU EXW DOVR FUHDWHV UHVSLUDWRU\
KHDOWKFKDOOHQJHV
$V PDQGDWHG XQGHU WKH (OHFWULFLW\
$FW WKH (5$ DSSURYHV LQYHVWPHQWV
LQWKHHOHFWULFLW\KDVDSSURYHGLQYHVW
PHQWV WRZDUGV WKH SURYLVLRQ RI HOHF
WULFDO LQIUDVWUXFWXUH XVHG E\ FLWL]HQV
IRUYDOXHDGGLWLRQLPSURYHDFFHVV

Are there any specific initiatives being driven or
championed by the ERA that
are helping to improve both
the livelihood of the citizens
of Uganda and the environment?
Basic access to electricity – lifeline
VRFLDO WDUL̆  IRU DOO GRPHVWLF FRQ
VXPHUVDFURVVWKHFRXQWU\VPDOOGLV
WULEXWLRQFRPSDQLHV±GULYLQJDFFHVV
LQWKHPRVWO\UXUDOSDUWVRIWKHFRXQ
WU\ZKHUHWKHPDLQQDWLRQDOJULGGLV
WULEXWLRQ FRPSDQ\ ZRXOG RUGLQDULO\
QRW RSHUDWH GXH WR WKH OLPLWHG UHYH
QXH SHU FXVWRPHU $OVR WKH DGRSWLRQ
RI HQDEOLQJ SROLFLHV 5(),7 5HEDWH
4XDOLW\RI6HUYLFHHWF JHDUHGWRZDUGV
HQKDQFLQJ WKH Ḣ
FLHQF\ DFFHVV DQG
FXVWRPHUH[SHULHQFHRIWKHVWDNHKROG
HUVLQWKHHOHFWULFLW\VXSSO\LQGXVWU\

Access to electricity in
sub-Saharan Africa has doubled in the past two decades.
To what extent will off-grid
renewable power help make
this a reality across the
country?
$FFHVV WR HOHFWULFLW\ VWDQGV DW 
ZLWKWKHPDMRULW\  FRQQHFWHGWR
R̆JULG V\VWHPV 7KH (QHUJ\ 3ROLF\
KDV UHFRJQLVHG WKDW R̆JULG VXSSO\

DV D FRQWULEXWRU WR 8JDQGD DWWDLQLQJ
XQLYHUVDODFFHVVWRHOHFWULFLW\
7KH(5$KDVHQDFWHGHQDEOLQJUHJ
XODWLRQV WR R̆HU UREXVW UHJXODWRU\
IUDPHZRUNLQFOXGLQJWKHDWWUDFWLRQRI
SULYDWHVHFWRUFDSLWDOLQWRWKHR̆JULG
UHQHZDEOHSRZHUVHJPHQW

What are the biggest challenges in delivering off-grid
renewable power? Investment and funding must be
high on that list.
$̆RUGDELOLW\ RI WKH HOHFWULFLW\ ± ZLWK
FRQVLGHUDWLRQJLYHQWRIXOOUHFRYHU\RI
FDSLWDO H[SHQGLWXUH RSHUDWLRQV DQG
PDLQWHQDQFH FRVWV DQG D UHDVRQDEOH
UHWXUQ RQ LQYHVWPHQW WKH HQG XVHU
WDUL̆V IRU WKH R̆JULG V\VWHPV DUH LQ
PRVW FDVHV ERXQG WR EH KLJKHU WKDQ
WKHQDWLRQDOJULGWDUL̆VPDNLQJLWXQ
D̆RUGDEOHIRUWKHHQGXVHUV1HHGWR
KDYH LQ SODFH D VXLWDEOH IUDPHZRUN
DQG VRXUFH IRU VXEVLG\ HVSHFLDOO\
WRZDUGV WKH FRQVWUXFWLRQ RI WKH GLV
WULEXWLRQ QHWZRUN DQG ODVW PLOH FRQ
QHFWLRQV WRVXSSRUWWKHEX\LQJGRZQ
RIWKHWDUL̆

How successful has Uganda
been so far in meeting its
energy targets?
)ROORZLQJ WKH HOHFWULFLW\ UHIRUPV LQ
WKH HDUO\ ¶V WKH FRXQWU\ KDV
UHJLVWHUHG WUHPHQGRXV JURZWK LQ WKH
VHFWRU LQFOXGLQJ WKH VXFFHVVIXO XQ
EXQGOLQJ RI WKH HOHFWULFLW\ VXSSO\ LQ
GXVWU\ WKH DWWUDFWLRQ RI VXEVWDQWLDO
DPRXQWRISULYDWHFDSLWDOLQWRWKHJHQ
HUDWLRQDQGGLVWULEXWLRQVHJPHQWVDQ
LQFUHDVH LQ WKH JHQHUDWLRQ FDSDFLW\
LQFUHDVHG WUDQVPLVVLRQ FDSDFLW\ UH
YDPSHGGLVWULEXWLRQQHWZRUNV\VWHP
UHGXFHG HQHUJ\ ORVVHV LPSURYHG
UHYHQXH FROOHFWLRQ UHDOLVDWLRQ DQG D
UHSXWDEOH DQG FRPSHWHQW UHJXODWRU
UDQNHGDVQXPEHURQHRQWKH$IULFDQ
FRQWLQHQWIRUIRXUVWUDLJKW\HDUV

Is it fair to say Uganda is
setting a standard for the
rest of the continent or
even the rest of the world
to follow when it comes to
renewables?
&RUUHFW 7KH UHJXODWRU\ FOLPDWH LQ
8JDQGD KDV EHHQ DVVHVVHG DV WKH
best on the African continent for
WKH ODVW IRXU FRQVHFXWLYH \HDUV
$OVRSDUWLFLSDWLQJLQWKHUHJLVWHUHG
XVHULQGH[KDVHQDEOHGXVWRLGHQ
WLI\JDSVDQGFRQWLQXRXVO\ZRUNWR
LPSURYHRQWKHP
,QDGGLWLRQWRRXUUHJXODWRU\FOL
PDWHZHDOVRKDYHDORWRIVXSSRUW
IURPJRYHUQDQFH7KHUHLVPLQLPDO
LQWHUIHUHQFHZLWKWKHLQGHSHQGHQFH
RI GHFLVLRQ PDNLQJ ,W LV YHU\ LP
SRUWDQW WKDW RXU ERG\ GHWHUPLQHV
WKHSULFHRIHOHFWULFLW\$QGZHDUH
VXSSRUWHGE\JRYHUQPHQWWRLPSOH
PHQWLWZKLFKLVQRWIRXQGLQPDQ\
FRXQWULHV EHFDXVH LQ VRPH FRXQ
WULHVWKHWDUL̆VDUHGHWHUPLQHGE\
SROLWLFLDQV ZKR FDQ PDNH LW GLI
¿FXOW IRU WKH VHFWRU WR LPSOHPHQW
WKHP$QGLQWKHHQGGR\RX¿QGD
ODFN RI LQYHVWPHQW LQ WKH QHWZRUN
RU D ODFN RI FRPSHQVDWLRQ $QG
WKHUHIRUHFOLPDWHVX̆HUVDVZHOODV
WKHTXDOLW\RIVXSSO\DQGWKHTXDOL
W\RIVHUYLFHVX̆HUV
%XWZHKDYHHQMR\HGDORWRIVXS
SRUWIURPWKHJRYHUQPHQW
,W LV WUXH ZH¶YH KDG VRPH RI WKH
PRVW H[SHQVLYH SURMHFWV )RU H[
DPSOHZHKRVWHGWKH¿UVWHYHUELJ
K\GURRQWKHFRQWLQHQW$QGZKHQ
\RXKRVWWKH¿UVWSURMHFWLW¶VEUHDN
LQJQHZJURXQGDQGWKHUHIRUHWKH
ULVNSHUFHSWLRQLVGL̆HUHQWLVKLJK
%XW DOO WKLV KDV ZRUNHG LQ WKH LQ
WHUHVWRIWKHFRXQWU\$QGZHKDYH
VHHQDORWRIDORWRISURJUHVV$QG
ZH EHOLHYH WKDW KH LW FDQ RQO\ JHW
EHWWHU :H DUH LQ IRU YHU\ H[FLWLQJ
WLPHVLQ8JDQGDQ
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Energy landscape

THE
BACK-UP PLAN
Africa’s gas is more important
than ever, post Ukraine, writes
Jackson Foley
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“Timing to market will be key. Africa
needs to move fast if it wants to be a
key supplier to Europe as it tries to
diversify away from Russia.”

T

“

he EU could import 50
bcm more of LNG on a
yearly basis” declared
the European Commission in March. In May,
the bloc expanded that ambition to
include 10 bcm of pipeline gas on
top. Its political decision to reduce its
dependency on Russia in protest at
Moscow’s invasion of Ukraine means
the EU is now scrambling for alternative supplies. In its REPowerEU
plan, released on March 8, the ComPLVVLRQVSHFL¿FDOO\PHQWLRQHG(J\SW
and West Africa as potential sources.
But does this mean it is boom time for
Africa’s gas?
At present, Algeria is by far the
largest African supplier of natural gas
to the EU, providing 12.6% of its imports in 2021 (45 bcm), according to
the Commission’s statistics. Nigeria is
a distant second with 3.5% (12.6 bcm,
according to S&P Global Platts Analytics) with Egypt just behind with
2.5% (9 bcm, according to the country’s Minister of Petroleum) in 2021.
(J\SW¶V¿JXUHZDVQRWDEO\DTXDGUX
pling over the year before.
Massimo Di Odoardo, Vice-President, Global Gas and LNG Research
at Wood Mackenzie says African
SURGXFHUV ZLOO IDFH VWL̆ FRPSHWLWLRQ
“Africa is well positioned given its
proximity”, he says. “But European
demand might not be there forever,
and others are trying to seize the op-

portunity, including in the US and the
Middle East. Timing to market will
be key. Africa needs to move fast if it
wants to be a key supplier to Europe
as it tries to diversify away from Russia”
Some of those other suppliers are
already expanding their output. In
late March, the United States committed to “work with international
partners and strive to ensure additional LNG volumes for the EU market of at least 15 bcm in 2022”. This
would replace around 4% of the EU’s
total gas imports this year, with higher volumes in prospect over the comLQJGHFDGH7KLVVWLOOOHDYHVDVLJQL¿

FDQWJDSWR¿OO:KDWLVWKHSRWHQWLDO
for African countries to ramp up supplies to the EU in the short term?
The producers with the greatest
ability to meet the EU’s increased
needs are those with existing connections to European buyers. Sonatrach
of Algeria and Egypt’s EGAS have
EHHQ HDUO\ EHQH¿FLDULHV FRXUWHV\
of their long-standing relationships
with ENI of Italy. Just a month after
the EU unveiled its REPowerEU plan,
ENI announced a deal with Sonatrach
to increase exports of gas through
their shared TransMed pipeline by
9 bcm per year. Two days later, ENI
announced a deal with EGAS of Egypt
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7KHUHLVQRVKRUWDJHRIUHVRXUFHVLQDFFHVVLEOHR̆
shore locations around the coasts of southern and
western Africa. The obstacles to exploiting them
are political.
for 3 bcm of LNG to be shipped during 2022.
([WUD ÀRZV IURP $OJHULD ZLOO WDNH
time to ramp up, according to Alice
Gower, Director, Geopolitics and Security at Azure Strategy, “While it is
possible that Algeria could increase
its gas exports to Europe following the
deal with ENI, it is likely to fall short
of the 9bcm goal, not least because of
pipeline capacity issues (there is only
8bcm of spare capacity). But also,
Algeria does not have spare capacity
available. Add growing domestic demand and there may not be enough
gas to go around.”
It is possible, instead, that competition between European companies
could be a case of “robbing Peter
to pay Paul”. According to Gower,
“What this deal does show, however,
is Algiers’ move away from Spain (politically speaking) and we may see gas
previously destined for Spanish mar-
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kets sent to Italy instead.”
Supplies from Egypt may arrive
DW (XURSHDQ WHUPLQDOV PRUH TXLFNO\
than those from Algeria, facilitated
E\WKHUHRSHQLQJRIWKH'DPLHWWDOLT
uefaction plant on the Mediterranean
coast. That followed an agreement between ENI and EGAS last year. This
has eased the long-standing capacity
GL̇
FXOWLHVLQ(J\SW
But, as Gower points out, “Egypt
itself relies on imported Israeli gas
to meet its rising domestic demand
and its export contracts, as its own
reserves are in decline. Boosting exports to Italy does not look so easy,
unless the volumes are made up of diverted cargoes of imported Israel gas
processed in Egypt.”
This may explain why, in its May
communication, the EU declared
that it, “aims to conclude a trilateral
agreement with Egypt and Israel” before this summer.

There are doubts too about whether
the third big supplier, Nigeria, can increase gas supplies to Europe. This is
not necessarily because of capacity. In
April, the Ministry of State Petroleum
Resources admitted that the country’s (indeed Africa’s) largest LNG
exporter, Nigeria LNG Limited, was
operating at 70% capacity because of
disputes over the price of third-party
gas supplies. Resolving these disputes
is likely to take some time.
Ground was broken for a new Nigeria LNG train, the country’s seventh,
last June after a decade-long delay.
Despite this, observers warn against
raising expectations. Construction
has been further delayed by COVID
and other troubles. The company’s
CEO recently announced a revised
expected completion date of 2025.
There is little chance that other
Sub-Saharan Africa producers will be
able to do much to relieve the EU’s
gas supply problems in the short
term. Forecasts from researchers at
Rystad Energy issued in February
suggest only modest increases in
production in 2023 with major rises
in LNG output not expected to begin
XQWLO QHZ GHHSZDWHU ¿HOGV FRPH RQ
stream after 2027.

DEVELOPING NEW
PRODUCTION

In the medium term, the European
Commission wants to diversify its
gas supply chains more widely. In its
strategy for ‘External Energy Engagement in a Changing World’, released
on 18 May, it declared “Senegal, and
$QJROD DOVR R̆HU XQWDSSHG /1* SR
tential.” With western majors such
as BP, ExxonMobil and Shell having
announced pull-outs from Russia following the invasion of Ukraine, analysts expect the companies to place
renewed emphasis on their holdings
in Sub-Saharan Africa.
%3 KDV EHHQ GHYHORSLQJ /1* R̆
Senegal and neighbouring Maurita-

nia for some it. It has already sold cargos from Phase 1 of its Greater Tortue/Ahmeyim (GTA) project, which
is expected to deliver about 3.4 bcm
annually. Gas from Phase 2, along
with more from two nearby projects,
ZLOO DW OHDVW GRXEOH WKLV ¿JXUH DQG
remains uncontracted, according to
Rystad Energy.
The next country with the potential
WRPDNHDVLJQL¿FDQWLPSDFWRQ(XUR
SHDQ /1* PDUNHWV LV 0R]DPELTXH
The ENI-led Coral South project is
expected to begin production this
year, with all its output, expected to
be around 4.5 bcm/year, purchased
by BP. Other operators with interests
LQ 0R]DPELTXH LQFOXGH 7RWDO(QHU
gies and ExxonMobil. TotalEnergies
declared force majeure, following an
attack by Islamist rebels, but there
are hopes that it will be able to begin
production by 2028.

ENI is also working to bring on
production in the Republic of Congo.
In April it announced the signing of
a letter of intent to develop an LNG
project with a capacity of over 4.5
bcm/year once fully operational. It
expects production to begin by the
end of 2023.
There is no shortage of resources in
DFFHVVLEOH R̆VKRUH ORFDWLRQV DURXQG
the coasts of southern and western
Africa. The obstacles to exploiting
them are political. While the European Union’s search for new supplies of
gas has provided a new opportunity,
its climate policies have introduced
new uncertainties. The key elements
of its RePower plan are diversifying
supplies, reducing demand and ramping up the production of green energy
in the EU. The fate of African LNG
producers will depend upon how they
balance those three imperatives. Q
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AFRICA SEEKS MORE
FAR-REACHING
CLIMATE POLICY
AND FINANCE
The COP26 climate change summit fell short of delivering
fully on its promise in terms of support for sustainable energy
and other climate change measures in Africa. Can COP27 in
Egypt make up for the shortcomings of Glasgow?

M

any regions of Africa felt the health
impacts of the Covid
pandemic less strongly than other parts of
the world, but the economic and social
H̆HFWVKDYHVWLOOEHHQNHHQO\IHOW±DQG
QRQHPRUHVRWKDQLQH̆RUWVWRWDFNOH
climate change impacts.
Construction of vital projects vital
to the greening of the power system
dropped behind schedule, while companies charged with supplying solar
panels and clean cooking equipment
struggled to keep going in the face of
disrupted supply chains, movement reVWULFWLRQVDQGDIDOOLQ¿QDQFLDOVXSSRUW
from the international donor community. At the same time, Africans on low
incomes seeking to buy clean energy
products, such as household solar panels, deferred their purchases in the face
of an uncertain future.
As we report in this yearbook,
there are signs of revival in the clean
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energy sector as Covid restrictions
ease and business and daily life return to something approximating
normal. But it remains to be seen
whether the mechanism likely to
bring the greatest improvement in
climate outcomes on the continent,
WKH81FOLPDWHFKDQJHSURFHVV±FDQ
be cranked up to full speed.
Africa continues to feel the brunt
of negative global warming impacts
in terms of harsh weather conditions,
despite accounting for only around
4% of global carbon emissions.
Droughts are becoming longer and
KRWWHU ÀRRGLQJ PRUH ZLGHVSUHDG
and intense, shifting some fragile environments from being barely habitable to being uninhabitable. And there
are wider impacts, of course, such
DVWKHH̆HFWVRQWKHHQHUJ\VHFWRURI
rising demand for cooling products,
putting strain on electricity supply.
Accounting for current pledges to
combat climate change, children born

in Africa in 2020 are likely to be exposed to 5-10 times more heatwaves
compared to those born in 1960, according to the UN Intergovernmental
Panel on Climate Change (IPCC).
The continent still relies to a large
extent on funding from rich nations to
¿QDQFHWKHPHDVXUHVQHHGHGWRUHYHUVH
this process or deal with the consequences, through aid, technology and
dealing with the impact of migration.
The UN process is central to dealing with all these consequences of climate change, so it was a blow when
the COP26 conference in Glasgow
ZDV¿UVWGHOD\HGE\D\HDUGXHWRWKH
pandemic. Then, when it did take
place, in November 2021, it failed to
deliver as much as had been hoped
for, in part because of the disjointed
preparations when politicians were
focused on the pandemic.
The conference was supposed to be
a benchmark climate change meeting
where a new raft of meaningful cli-

mate change measures would be implemented in a similar fashion to the
Paris COP21 meeting in 2015, building
on years of hard work to reach broader agreements in the interim. Instead,
the outcome was closer to those of the
intervening meetings, setting the stage
for greater things to come.
James Reeler, WWF South Africa’s
senior climate specialist, told African Business magazine in December
that COP26 had been “something of a
mixed bag” for Africa, even if its outcomes had been more positive than
recent conferences.
³,W¶V QRW VẊ
FLHQWO\ DPELWLRXV WR
deal with the current climate crisis,
and largely leaves developing nations
out in the cold when dealing with climate change, which does not gel with
the founding principles of the UN
Framework Convention on Climate
&KDQJH ± WKDW WKRVH FRXQWULHV UH
sponsible and capable of dealing with
the crisis must take more action and
support others,” he said.
Instead, some of the big decisions
ZHUHGHIHUUHG±WKRXJKSHUKDSVRQO\
until this year’s COP27 meeting due
to be held in Sharm El-Sheikh, Egypt
in November. Reeler said a “saving
grace” of COP26 was that the door
was left open for increased ambition
at the next meeting, rather than locking in the COP26 goals for another
¿YH\HDUV

METHANE PACT
COULD BE CRUCIAL
FOR AFRICA

The Glasgow meeting did produce
VRPH WDQJLEOH EHQH¿WV IRU $IULFD LQ
cluding a potentially highly impactful
scheme agreed by 100 countries to cut
30% of methane emissions by 2030.
Methane accounts for around a
third of man-made global warming.
It is also around 25 times more potent than carbon dioxide at trapping
heat in the atmosphere and remains
in the atmosphere for a much short-

HU SHULRG ± DURXQG QLQH \HDUV UDWK
er than thousands of years for some
CO2, according to the US National
Oceanic and Atmospheric Administration (NOAA).
A rapid cut in methane levels is
VHHQDVRQHRIWKHPRVWH̆HFWLYHZD\V
to put a brake on global warming,
and ameliorate its future impact on
Africa. But rapid action is needed.
NOAA said the annual increase in atmospheric methane during 2021 was
the largest annual increase recorded
since systematic measurements began in 1983.
This is an issue of direct relevance
to the energy sector. The International Energy Agency estimates that
nearly one-third of all methane emissions from human activity are generated from fossil fuel operations.
Energy companies have said they are
working to reduce methane emissions, but the overall trend in methane emissions remains on an upward
trajectory, after a small fall during
the Covid pandemic when oil and gas
production declined temporarily.
CO2 levels are also continuing to
rise. NOAA reported that the global
surface average for carbon dioxide during 2021 was 414.7 parts per million
(ppm), an increase of 2.66 ppm over
2020. That marks the 10th consecutive
year that carbon dioxide increased by
PRUH WKDQ  SDUWV SHU PLOOLRQ ± WKH
fastest sustained rate of increase in 63
years since monitoring began.

SOUTH AFRICA
BENEFITS FROM COAL
REDUCTION DRIVE

African leaders acknowledge that
agreement over reducing the use of
coal as a feedstock in power stations
± UHVSRQVLEOH IRU DERXW  RI DQ
QXDO JOREDO &2 HPLVVLRQV ± LV DOVR
a positive for the climate-vulnerable
counties on the continent. But there
was disappointment that China and
India had weakened the wording of

the commitment to ‘phasing down’
coal use, rather than pledging to
phase it out in the near term.
However, South Africa, the continent’s largest coal producer, did secure investments and loans of $8.5bn
from international partners to transiWLRQIURPFRDOWRJUHHQHQHUJ\±VDLG
to be the largest single tranche of cliPDWH¿QDQFHPDGHWRGDWH
South Africa has said the funding
would help state energy company
Eskom to reduce carbon emissions.
However, the government has yet to
commit to a date for phasing out coal
±D+HUFXOHDQWDVNJLYHQWKDWGHVSLWH
a steady reduction in the share of coal
LQ WKH RYHUDOO HQHUJ\ PL[ FRDO¿UHG
power still accounts for 70% of South
Africa’s electricity generating capacity. Urgent action is need as South
Africa accounts for almost a third
of African carbon emissions, mainly
due to its coal habit.
At the same time as pushing coal
usage down, South Africa also intends
to invest in the growing green hydrogen economy, seeking to become a
global hub by harnessing its copious
solar and wind resources to produce
hydrogen using electrolysis, a power
intensive but clean method of production compared to commonly used
methods using fossil fuels with carbon
emissions as a by-product. South Africa has an added incentive to develop
green hydrogen because it is a major
source of platinum, which is used as a
catalyst in the electrolysis process.

OVERALL FINANCING
COMES UP SHORT

But overall, international support for
climate change measures in Africa
has fallen short of expectations. Developed countries still haven’t met a
target set in 2009 to invest $100bn
a year to help meet developing countries’ climate adaptation and mitigaWLRQ QHHGV ± DQG PDQ\ EHOLHYH WKDW
even that amount is not enough.
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Tariye Gbadegesin, managing director of ARM Harith Infrastructure
Fund told African Business at the end
of COP26 that $100bn a year “should
EHDÀRRUDQGQRWDFHLOLQJ´JLYHQWKH
cost of the global climate transition
was estimated to be between $100
trillion and $130 trillion.
“For Africa alone, just the cost of
energy access is $100bn, so $100bn
DFURVV GHYHORSLQJ HFRQRPLHV ± LW¶V
not enough. Nigeria estimated the
cost of its energy transition to net
zero over 30 years to be $400bn, so
it’s just not enough, and the developed economies really need to do
better,” she said.
The AfDB estimates that between
$1.3trn-$1.6 trn will be needed over
2020-30 to implement Africa’s climate action commitments and Nationally Determined Contributions
(NDCs), which are individual country
climate action targets. That’s an annual $118bn-145bn.
But if current trends continue, a
FOLPDWH ¿QDQFLQJ JDS RI EQ
127.2bn a year will remain by 2030,
XQGHUPLQLQJ $IULFD¶V H̆RUWV WR VXS
port climate resilience and a just energy transition.
Gbadegesin said there were concerns over the accessibility and relevance of that capital, even where it
was forthcoming, “Many developing
economies were just complaining
through the hallways of COP about
how virtually impossible it is to access even the little amount of capital
that is committed,” she added.
Her remarks echo a sentiment often heard around the continent that
FOLPDWH¿QDQFHKDVRIWHQEHHQHDVLHU
to mobilised for more resilient countries with more stable economies
that for those most vulnerable to climate shocks.
&OLPDWH ¿QDQFH LV DOVR KDUG WR
keep track of and measure adequateO\ ³7KH JOREDO FOLPDWH ¿QDQFH ODQG
scape is highly fragmented, leaving
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DFFRXQWDELOLW\ IRU FOLPDWH ¿QDQFH
ÀRZV RSDTXH DQG KDUG WR PHDVXUH
objectively,” the African Development Bank (AfDB) said in its African
Economic Outlook 2022.
The Bank noted that climate-related projects had increasingly been
funded by debt instruments on
non-concessional terms rather than
concessional loans or grants.
³7KHRIGHEW¿QDQFHGFOLPDWH
projects in Africa on non-concessional terms could have increased Africa’s
debt burden and exacerbated debt
sustainability challenges, further undermining the continent’s climate resilience capacity,” the AfDB said.
There are philanthropic, blended
¿QDQFH DQG SULYDWH LQLWLDWLYHV ERO
stering funding for green energy, climate resilience measures and other
FOLPDWH¿QDQFHPHDVXUHVRQOHVVRQ
HURXVWHUPV$PD]RQIRXQGHU-H̆%H
zos’ Earth Fund pledged $2bn to the
cause, and the Bezos Earth Fund also
joined the Rockefeller Foundation,
IKEA Foundation and other philanthropic institutions in supporting the

Global Energy Alliance for People
and Planet (GEAPP), which aims to
mobilise $100bn in public and private capital to go towards adapting to
climate change over the next decade.
Investment partners in the project
include the AfDB, the European Investment Bank and the World Bank.

COP27:
IMPLEMENTATION
IS THE WORD

Hopes are now pinned on the outcome of COP27, a conference taking
place on African soil, to make faster headway in turning aspirations
for tackling the continent’s climate
change needs into well-targeted action on the ground.
The host government is making all
WKH ULJKW QRLVHV 81 2̇
FLDOV KDYH
said the meeting should be treated
as a climate summit for Africa, while
Egypt has said it intends to launch a
plan for the energy transition in the
continent during the climate summit,
with an emphasis on mobilising cliPDWH¿QDQFH

The huge scale of the response to the Covid
pandemic shows that, given the right impetus,
vast sums can be directed at a global problem.
Egyptian Foreign Minister Sameh
Shoukry, the president-designate of
COP27, told AP in May that the overall goal was implementation. “The
commitments and the pledges now
have to be implemented in all sectors
of the climate change agenda, whethHULW¶VLQDGDSWDWLRQPLWLJDWLRQRU¿
nance, loss and damage,” he said.
Egypt relies on natural gas -- which
LWDOVRSURGXFHV±IRUPRVWRILWVHOHF
tricity production. But Shoukry said
he did not regard fossil fuels as part
of the solution to climate change.
“We might see in gas a transitional
source of energy with certainly less
emissions. But I think we have to really move quickly to the net zero goal
and we have to apply ourselves more
H̆HFWLYHO\LQQHZWHFKQRORJLHVLQUH
newable energy,” he told AP.
Egypt has been one of the most
proactive countries in Africa in terms

of investment in renewable energy. In
addition to pouring investment into
large wind and solar farms, the government signed a number of agreements in early 2002 to develop green
infrastructure projects. These included a memorandum of understanding
ZLWK JUHHQ HQHUJ\ ¿UP 6FDWHF IRU D
$5 billion development to produce
green ammonia from green hydrogen
by the Suez Canal.

COVID SPENDING
SHOWS WHAT’S
POSSIBLE

The huge scale of the response to the
Covid pandemic shows that, given
the right impetus, vast sums can be
directed at a global problem.
³7KH VFDOH RI ¿VFDO PHDVXUHV PR
bilised by the world in response to
COVID-19 ($17 trillion) within two
years indicates that the tools and re-

VRXUFHV WR PHHW WKH FOLPDWH ¿QDQFH
FRPPLWPHQWV H[LVW ± LI SROLWLFDO ZLOO
is mobilised,” the AfDB said in its
Economic Outlook.
7KH %DQN DOVR R̆HUHG XS D VHULHV
of policy recommendations which
are likely to be central to debate
in Sharm-El-Sheikh in November.
Firstly, it said developed countries
should honour their commitment to
provide $100 billion annually to developing countries to support climate
action and that this should be new
and additional resources, distinct
IURP Ṙ
FLDO GHYHORSPHQW DVVLVWDQFH
2'$  FRPPLWPHQWV DQG ¿QDQFLQJ
from multilateral development banks
(MDBs).
³,QQRYDWLYH¿QDQFLQJLQVWUXPHQWV
such as green bonds and loans, sustainability or sustainability-linked
bonds and loans, debt-for-climate
VZDSV DQG PRUH Ḣ
FLHQW DQG EHW
ter-priced carbon markets, could
provide much-needed domestic resources to support Africa’s ambition
to achieve a net-zero transition by
2050,” according to the Bank.
It said institutional capacity development, along with regulatory and
other policy reforms, are urgently
needed to support and accelerate
FOLPDWH ¿QDQFH IURP GRPHVWLF DQG
H[WHUQDO VRXUFHV ± SXEOLF DQG SUL
YDWH ± IRU FOLPDWH UHVLOLHQFH DQG D
just energy transition in Africa. It
DOVRVDLG0'%VGHYHORSPHQW¿QDQFH
institutions, and bilateral development agencies should make available a greater volume of concessional
¿QDQFH LQVWUXPHQWV DQG JUDQWV WR
support climate adaptation and a just
energy transition in Africa.
“Climate change is a global commons problem, demanding global
cooperation for sustainable resoluWLRQ$FFHOHUDWLQJFOLPDWH¿QDQFHIRU
climate resilience and a just energy
transition in Africa is in the interest
of the whole of humanity’s future,”
the AfDB said. Q
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Interview

Eng. Yehia Zaki
Chairman, Suez Canal Economic Zone

MAKING
EGYPT A
GREEN HUB
Yehia Zaki talks to Bill Lumley about
the way the SCZONE is embracing
renewables and its ambitions for
becoming a hub for renewable energy
products in Africa and the region
Can you outline some of the
key clean energy projects
taking place or in the
planning stage in Egypt?

E

ng. Yehia Zaki is the
Chairman of the Suez
Canal Economic Zone
(SCZONE), an Egyptian
Authority responsible for
the management and the operation
of 461 sq km of industrial and logistic
parks alongside the banks of the Suez
Canal, as well as six sea ports distributed on the Mediterranean and the
Red Seas, aiming to transform the
GLYHUVL¿HG DUHD LQWR D ZRUOGFODVV
global logistics hub and industrial
processing center that serves the European, African and Asian markets,
including the GGC market, to facilitate economic growth and create sustainable and high quality jobs for the
Egyptian people.
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Egypt enjoys comparative advantage
stemming from its abundant renewable energy sources generated from
ZLQGDQGVRODUUHVRXUFHV,WVÀDJVKLS
project is “Benban Solar Park”, a major venture for renewables in Southern Egypt, which is being completed
in partnership with the private sector.
The project is touted as the biggest solar photovoltaic park in the world, in
alignment with Egypt’s commitment
to 42% of its power to come from renewable sources by 2035.
South of the SCZONE is an area
very well-equipped for wind resources that is set to have one of the largest
wind farms in the world, in addition
to solar and other projects. In the
SCZONE in particular we have already started to develop a power station for renewables, and for that we

have currently received 17 proposals
for the establishment of a 700 GW
solar production plant, and this is a
model to be replicated in the future.
Having said that, Egypt has embarked on a number of key projects
related to global decarbonisation
commitments, leveraging on its robust transmission network and the
unique geographical location with
HDVHRIDFFHVVWRWKHZRUOGVSHFL¿FDOO\
to Europe and Asia. With emphasis
on the integration between SCZONE’s
industrial parks and seaports, which
TXDOL¿HVLWWRSURGXFHJUHHQK\GURJHQ
and green ammonia, Egypt is positioned to be a global powerhouse in
the green energy value chain.
In light of all that, the SCZONE
will house the industrial segment, or
what I call the “downstream”, for the
production of green hydrogen for the
purpose of producing green ammonia
and e-methanol for the exportation
and green bunkering activities.

While the geographical location of
the SCZONE around the Suez Canal
is not necessarily the best location for
wind and solar power generation, we
work hand in hand with the relevant
Egyptian stakeholders to have this
“upstream” segment happen at a different location outside the geographic boundaries of the SCZONE, and
transmitted to the industrial park at
SCZONE, where it can be utilised for
the green fuel projects.

What challenges have
occurred in attracting
investment for these developments and how have they
been overcome?
With the complexity and integration of similar projects, and the level of coordination between various
stakeholders, I prefer to refer to this
as a “programme” and not just development or project. There were
certain challenges in securing these
SURJUDPPHV WKH PRVW VLJQL¿FDQW RI
which is getting the private sector involvement, keeping an eye on making
it a lucrative investment opportunity
HOLJLEOHIRU¿QDQFHLQDGGLWLRQWRFR
ordinating its operational model by
connecting it to the national power
grid to achieve green production.
When talking about wind power
generation, another key challenge
arose, related to the height of the wind
masts, which is now under review. Approvals have been granted to increase
the turbine hights, which will give
a big technical boost to the scope of
possibilities of renewable generation.
So, the challenges are basically
DURXQG KRZ WR ¿QDQFH OLDLVLQJ ZLWK
the private sector and addressing occasional technical challenges; however, all these challenges are now being

DGGUHVVHG WKRURXJKO\ LQ GL̆HUHQW
ways resulting in a great improvement
in the situation.
In the SCZONE we have created
a downstream for connecting and
generating the production of green
hydrogen capitalising on linking to
renewable solar and wind that will enable us to build the plants necessary
WRSURGXFHVẊ
FLHQWTXDQWLWLHVRIDP
monia and hydrogen. We have already
signed a number of MoUs and hopefully by October of this year, prior to
COP27 scheduled in Egypt in November 2022, we will be ready to receive
Final Investment Decisions and sign
binding agreements. This will be challenging but I am optimistic we will
reach a good consensus by then.

What are the main challenges to overcome with regard
to green hydrogen?
The challenges are immense. The
world is changing, technology is
FKDQJLQJ DQG PHDQV RI ¿QDQFH DUH
WDNLQJ RQ GL̆HUHQW VKDSHV 7KHQ RI
course the geopolitical situation is
presenting its own challenges. So
we are very careful how we address
this embarking on this programme.
*UHHQ &HUWL¿FDWLRQ LV DQRWKHU WKLQJ
we are considering now as well and
aligning it with the international experts. At the end, I wouldn’t call these
challenges, I would rather call them
¿UVWPRYHUV¶DGYDQWDJHV

What is the ultimate vision
for green hydrogen?
We consider Egypt, and the SCZONE
in particular, are set to become a hub
in the region for what will be needed
in the very near future of green hydrogen and green products. On the one
hand we enjoy the ability to generate

solar and wind energy, and investments and developments of plants in
relevant areas are underway. At the
VDPHWLPHZHEHQH¿WIURPWKH6XH]
Canal itself, as a main global maritime route, and the SCZONE that
surrounds it to ultimately respond to
the world’s needs.
Our vision is clear to become a hub
for green ammonia and green hydrogen and we are taking all the necessary steps in providing the incentives
for this emerging industry to start
at the SCZONE very soon and grow
from here.
We are addressing pilot projects
as early as next year. Less than a
year from now we will have the pilot projects completed and operational in the SCZONE. Nevertheless,
WKH 6&=21( LV LQFXEDWLQJ WKH ¿UVW
project for green ammonia, that is
currently under construction and its
commercial operation date is set for
October 2022.

Do you expect Egypt to be
able to share the lessons it
learns and the technologies
it creates with other
nations?
'H¿QLWHO\ ± WKLV LV VRPHWKLQJ WKDW
goes without saying. Technology is
changing, and the whole scheme is
to the advantage of the entire world.
We don’t just want to localise and
become a regional hub for production, but we also want to share with
the international community how to
engage with better production plans
and discuss at a technical level how
we can improve on production and
the manufacturing components. So
ZH DUH GH¿QLWHO\ HDJHU WR VKDUH WKH
lessons we have learned with the international community.Q
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NOT BY
RENEWABLES
ALONE
How do renewables stack up against
traditional forms of energy in Africa? As
Jackson Foley reports, it’s a shifting
picture – but don’t count out coal just yet

A
“

frica is not a country”
is the title of a new
book seeking to correct foreigners’ views
of the continent. Its
author wants her international readers to see Africa just as its own peoples see it: huge, varied and facing
PDQ\ GL̆HUHQW FLUFXPVWDQFHV $Q\
one who works in the African energy
sector knows this already. There are
YDVWGL̆HUHQFHVEHWZHHQWKHPDUNHWV
in Egypt and Equatorial Guinea or
between Senegal and South Africa.
7KHUHLVQRµRQHVL]H¿WVDOOVROXWLRQ¶
to the continent’s yawning electricity
gaps.
A continental view tells us that Africa as a whole generates about 600
kilowatt-hours (kWh) of electricity
per person per year, according to the
United States’ Energy Information
Administration. But this number is
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almost meaningless since it erases
WKH GL̆HUHQFHV EHWZHHQ 6RXWK $IUL
ca, where output is over 3,500 kWh/
SHUVRQ DQG &KDG ZKHUH WKH ¿JXUH
is a mere 13 kWh/person. The continental average is only useful as indicating the scale of the challenge:
telling us that, overall, Africa’s electricity generation per head is just
10% of the global average.
The way that that electricity is
generated also varies hugely from
country to country. South Africa not
only generates the most power per
capita, it is also the African country
that relies most on coal to do so. In
fact, 86% of the entire continent’s
FRDO¿UHGJHQHUDWLRQFDSDFLW\FDQEH
found in South Africa. It is a regional
thing: most of the continent’s other
FRDO¿UHGSODQWVDUHORFDWHGLQ6RXWK
Africa’s neighbours: Namibia, BotVZDQDDQG=LPEDEZH2QO\¿YHRWK

er African states burn coal for power:
Morocco, Madagascar, Mauritius,
Zambia and Senegal.
There is no shortage of coal deposits in these countries and some
of their governments once held great
hopes of turning these reserves into
electrical power. According to the
‘Global Coal Tracker’, a project run
by the San Francisco-based NGO
Global Energy Monitor, 22 coalbased power projects are currently
under consideration across the continent. This does not, however, mean
that all 22 will be built. A more detailed examination of the data shows
that few, if any, of these plans will
come to fruition. Most have failed to
obtain funding; most those that had
funding agreed have been delayed
while others are still on the drawing
board.
Of the few actually making pro-

FRQFOXGHWKDW³:HUHPDLQFRQ¿GHQW
that the future of coal in Africa is
dead.”

BEYOND COAL

gress, two are Chinese-backed projects in Zimbabwe and the third is
in South Africa. Even the future of
these plants is unclear. Although
the generating plants in Zimbabwe
are largely complete, there has been
strong opposition to the associated
coal mining plans. The Kusile project
in South Africa has been delayed and
mired in allegations of corruption.
At the 2021 United Nations Climate Change Conference (COP26)
in Glasgow last November, both Morocco – the second-largest consumer
of coal in Africa – and Egypt – which
had been planning several major
LQYHVWPHQWV LQ FRDO¿UHG SRZHU VWD
tions, signed up to the ‘Powering Past
Coal’ alliance, the group of countries
committed to a complete phasing out
of coal by 2050. The overall situation
has led the US-based monitoring
organisation Global Energy Hub to

The main reason for the demise of
coal is the refusal of the big lending
institutions to provide further funding for overseas fossil fuel projects.
The latest such commitment was announced at COP26 in November. Six
members of the G7 group of advanced
economies (Japan was the exception)
plus 28 others from around the world
WRJHWKHUZLWK¿YHGHYHORSPHQWEDQNV
declared they would “end new direct
public support for the international
unabated fossil fuel energy sector by
the end of 2022, except in limited and
FOHDUO\GH¿QHGFLUFXPVWDQFHVWKDWDUH
consistent with a 1.5°C warming limit
and the goals of the Paris Agreement”.
While they left themselves some ‘wiggle room’, the direction of travel is
clear.
Even China, which is by far the largHVWSXEOLF¿QDQFLHURIFRDO¿UHGSRZHU
plants around the world, has pledged
to “completely stop the construction
of new overseas coal power projects”.
Although private sector funders, particularly in the United States and Japan, provide the bulk of funding to
FRDO¿UHG HOHFWULFLW\ SODQWV DURXQG
WKHZRUOGYHU\OLWWOHRIWKLV¿QDQFLQJ
is deployed in Africa. So, if the future
of African electricity is not coal, what
LV JRLQJ WR ¿OO WKH FRQWLQHQW¶V HQHUJ\
gaps?
There is an assumption embedded
in statements such as those made at
COP26 that the future sources of African countries’ electricity supplies
must be renewable. The 39 signatories of the November statement
declared that “We will prioritise our
support fully towards the clean energy
transition”. As the world prepares for
COP27, to be held in the Egyptian re-

sort of Sharm el-Sheikh in November,
African states will be looking for evidence of real support for clean energy
in Africa.
Prospects for solar and wind energy
in African countries look very good, at
least on paper. A 2020 survey by the
International Finance Corporation
estimated a total wind potential on
the African continent of over 59,000
GW, enough to meet its entire energy
demand. But according to PWC’s Africa Energy Review 2021, currently installed capacity amounts to just 0.01%
RIWKLV¿JXUH
It is the same story with solar. A
2014 study by the International Renewable Energy Agency (IRENA) estimated the continent’s solar PV potential at over 650,000 tWh per year.
Yet, the African Solar Industry Association calculates that by the end of
2021, only 8.7GWp had been installed
across the continent. It also found
that African countries accounted for
just 0.5% of the total solar capacity installed around the world during 2021.
Wind and solar are not the only options for renewables. Hydro-electric
power has long been a part of the energy mix for several African countries.
Over 80% of the electricity generated
in the Democratic Republic of Congo, Ethiopia, Malawi, Mozambique,
Uganda, and Zambia comes from
hydropower, for example. However,
the potential for future hydropower
development is limited by concerns
about the environmental and social
impacts of very large dams and conFHUQV WKDW FOLPDWH FKDQJH PD\ D̆HFW
future water supplies.
Another emerging option for some
countries is geothermal energy, particularly for countries in the tectonically active East African Rift System
(EARS). Kenya is the outstanding
example, generating 44% of its electricity from geothermal sources, along
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“A few years ago, people were still
talking about coal but the coal
quality which is available locally
means you have to import another
coal to mix it. If there is plenty of gas,
why import coal?”

with a further 36% from hydropower.
So far, however, only Ethiopia has followed in Kenya’s footsteps. A 2020
report from IRENA noted the further
developments were being hampered
by limited awareness of the technology, poor regulatory regimes and limitHG¿QDQFLQJ

CAN RENEWABLES
FILL THE GAP?

There is no shortage of public statePHQWV IURP Ṙ
FLDOV DQG DJHQFLHV
about their support for renewable
energy. Back in 2009, at COP15, developed countries pledged to provide
$100 billion a year in climate funding
E\7KHSUHFLVHGH¿QLWLRQRIµFOL
mate funding’ was left vague, but even
ZLWKWKDWÀH[LELOLW\WKHWDUJHWVWLOOKDV
not been reached. Just before COP26,
the OECD noted that less than $80bn
was actually being committed annually and that the original target was unlikely to be met even in 2022.
Some African countries have committed to major investments in renewables. For example, Côte d’Ivoire
says it aims to generate 42% of its
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electricity using renewable sources by
2030. The problem lies in the implementation. As Valerie Marcel, an Associate Fellow at Chatham House and
director of the New Producers Group
of 30 emerging oil and gas producing
countries, notes, “There are renewable energy projects, but they are just
not being developed fast enough or
deeply enough.”
It seems likely therefore that large
numbers of Africans will continue to
live without access to electricity. Instead, potential consumers will keep
using their traditional sources of energy. In some countries these will be
wood, charcoal and other forms of
biomass. According to the African
Union’s Africa Energy Commission,
charcoal accounts for just over half
of all domestic fuel use in East Africa.
The consequences include large-scale
deforestation, especially in countries such as Uganda, and deleteriRXV KHDOWK H̆HFWV FDXVHG E\ SHRSOH
breathing in smoke particles.
In West Africa, particularly Nigeria, consumers have come to rely on
portable diesel-powered generators.

In 2019 the IFC estimated that there
were around three million such generators in the country, one for every
12 households. Across West Africa
as a whole, generators provide more
than 40 percent of the electricity consumed. This is mainly because the installed power capacity of large-scale
power stations is so small compared
to the market need: just over 5 GW
connected to the grid, providing just
30 Watts per person.
In the words of the IFC, “The grid
LQ1LJHULDLVQRWVẊ
FLHQWWRVHUYHWKH
needs of the country, and the massive
population and economy of Nigeria
is instead largely powered with electricity from small-scale generators.”
Unfortunately for Nigerian consumers, diesel, unlike petrol, is not subject
to government price controls so the
shocks caused by the Russian invasion of Ukraine are being passed on
to those three million generator users.

late March that, although her country
agreed to join the ‘Powering Past Coal’
initiative at COP26, “powering past
coal cannot be done without access to
sustainable gas.”
Similar views are held by others.
“We need to look at the resources
available and in Nigeria this is gas”
says one commentator, regarding the
Nigerian market. “A few years ago,
people were still talking about coal
but the coal quality which is available
locally means you have to import an-

Opposite: A
downriver view of
gorge and breakers at Katse Dam
hydroelectric
power plant in
Lesotho.
Below: Wind
turbine farm
– renewable,
sustainable
and alternative
energy.

FILLING THE GAP

As one investor in West Africa’s energy sector has noted, in Africa there are
some 600 million people with no access to electricity and people in Dakar
are paying four times as much as people in Houston. “We need to develop
Africa with African resources for Africans,” he said.
But with renewables unable to meet
consumer demand for at least the next
decade, consumers will be obliged to
continue using dirty sources of energy
such as charcoal and diesel generators,
unless something else comes along to
¿OOWKHJDS:KDWWKDWµVRPHWKLQJ¶ZLOO
be is today’s hundred-billion-dollar
question. There is no simple answer.
“Africa needs a country-by-country
DSSURDFKQRWDRQHVL]H¿WVDOOFRQWL
nental approach” Marcel argues.
According to Leila Benali, the Moroccan Minister of Energy Transition,
¿OOLQJ WKH JDS LQ KHU FRXQWU\ ZLOO UH
quire investment in gas. She told a
side meeting of the International Energy Agency Ministerial Meeting in

other coal to mix it. If there is plenty
of gas, why import coal?”
Burning natural gas clearly contributes to climate change but it emits
half the amount of carbon dioxide
per unit of energy than coal. Moreover, the total volume of emissions required to meet electricity demand in
African countries over the next decade is tiny compared to the volumes
being produced in more developed
states.
Gas is therefore being touted as
the transition fuel, bridging the gap

between today’s dirty fuels and tomorrow’s clean energy. But there are
still bottlenecks to unblock, according
to Valerie Marcel. She says the three
big blocks relate to domestic markets
and immature infrastructure, and the
ODFN RI ¿QDQFLQJ ³,W¶V D IUXVWUDWLQJ
situation,” she concludes. If end users
cannot pay the expected charges and if
WKHUHJXODWRU\IUDPHZRUNLVQRWVẊ

ciently robust then commercial investors are unlikely to take the risk.
Ghana’s experience with gas-topower has been a powerful lesson
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in just how costly a poorly managed
transition strategy can be. The government initially hoped that the disFRYHU\RIR̆VKRUHJDVLQZRXOG
bring down energy costs and boost
economic development. Instead, the
combination of a weak energy grid
with uncompetitive contracts has resulted in the state utility company
paying for gas it cannot sell. Cumulative losses are expected to reach $4.5
billion in 2023.
It is perhaps no surprise, therefore,
that despite all the talk of climate
IXQGLQJ DQG JUHHQ ¿QDQFH WKHUH LV
still a lack of investment in these under-developed markets. Domestic
electricity supply companies tend to
be slow, bureaucratic and conservative. In most countries they lack data
on demand and the solvency of their
customers. If consumers do not pay
their bills, then utilities do not get
paid and debts mount up. It only takes
a few bad experiences to scare away
potential funders.

TOWARDS 2030

There is a big role here for governments to play, according to Marcel.

Countries of the OECD should be
working to reduce the risks of investing in African countries’ electricity sectors. There is a need for seed
funding, credit and public-private
partnerships to get things moving she
argues.
At the moment, the only multinational development bank supporting
gas-to-power projects is the African
Development Bank. Even here, this
policy has been controversial. Some
of the largest stakeholders in the bank
are the industrialised countries who
signed up to the COP26 declaration
on ending support for ‘fossil fuels’.
They hold a quarter of the votes on its
governing board.
What seems clear is that the promise of renewable energy is not likely to
be realised in most African countries
in the short or medium term. Gas is
the least bad option to bridge the gap
and to enable hundreds of millions of
power-poor Africans to improve their
lives. Bringing electrical power to the
people is going to require both billions
in outside investment and big shakeups of the frameworks –physical and
legal – that actually deliver it.Q

DON’T COUNT OUT
COAL JUST YET

Opposite: Noor
Power Station
in the Drâa-Tafilalet region of
Morocco.
Below: Maguga
Dam, Swaziland.

South Africa’s coal exports to the
EU increased tenfold in April compared to the year-on-year period,
as European utilities started a
buying frenzy to replace Russian
supply.
VesselsValue data revealed 2.4
million tonnes of coal was shipped
from South Africa’s main export
hub at Richards Bay, of which
0.56m tonnes was exported to destinations such as France and the
Netherlands.
This compared with just 0.06m
tonnes – carried on one vessel to
)UDQFH±LQWKH¿UVWWKUHHZHHNVRI
April last year.
EU countries are halting new
purchases of Russian coal as part
of sanctions against the country
in response to its special military
operation in Ukraine. Imports of
Russian coal under pre-existing
agreements are to end from 10 August. That has triggered a surge in
demand for coal.
While this is a good result for
South Africa, there are production
challenges in the continent’s major coal supplier. For example, in
mid-April, South African logistics
company Transnet declared force
majeure on shipments of coal to
Richards Bay, citing its “inability to
perform services at its stated system capacity” due in part to a lack
of locomotives and vandalism on
the rail networks.
South Africa’s Just Energy Transition Partnerships (JETP) – an
LQVWUXPHQW VHW XS WR KHOS ¿QDQFH
the transition at the UN Climate
Conference in Glasgow last year
– has seen it receive $8.5 billion
in grants and loans from the S,
Germany, France, the UK and EU.
%XWVKRUWWHUPUHTXLUHPHQWVWR¿OO
supply gaps left by President Putin’s actions in Ukraine mean it has
lost its top priority status.
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GOING
PRIVATE
IPPs across Africa are growing in
size and scale, thanks to their ability
to attract a more diverse array of
¿QDQFLQJJames Gavin reports

O

ver time, independent power projects
(IPPs) have emerged
as Africa’s fastest
growing energy sector structures, spreading in popularity across borders and meeting with a
surfeit of investment as private sector
backers gain comfort with the continent’s liberalising power markets.
Though up to now the IPP model has focused on a clutch of major
markets – the likes of South Africa
DQG.HQ\D±WKHVHSULYDWHO\¿QDQFHG
owned and operated projects are
starting to capture new territory.
7KH¿JXUHVVKRZDSLFWXUHRIVWHDG\
growth. According to the International Renewable Energy Agency
(IRENA), since 2000, 340 IPPs have
been operating, under construction
RUUHDFKHG¿QDQFLDOFORVHLQFRXQ
tries in Africa, representing 30 GW of
installed capacity (of which about half
are renewables based) and an impresVLYHELOOLRQRIWRWDOLQYHVWPHQW
IPPs are starting to scale up, with
the pace of growth in renewables in
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particular pushing the envelope. According to IRENA, investments are
now larger and dominated by renewable energy. This is the consequence
of the series of reforms undertaken by
governments, which has seen the deployment of structured procurement
SURJUDPPHV VXFK DV IHHGLQ WDUL̆V
and auctions, which have helped galvanise funding for African IPPs.
The good news is that renewables
DUH QRZ DWWUDFWLQJ PRUH ¿QDQFLDO
support. As the agency notes, 85%
RI WKH ,33V WKDW KDYH UHDFKHG ¿QDQ
FLDO FORVH VLQFH  DUH UHQHZDEOHV
EDVHG DPRXQWLQJ WR PRUH WKDQ 
*:RILQVWDOOHGFDSDFLW\%HIRUH
renewable electricity installed capacity on the continent totalled just over
*:7KHIDOOLQJFRVWVRIUHQHZDEOH
energy technologies have helped drive
the trend.
So who is doing most of the funding
for Africa’s most recent wave of IPPs?
IRENA estimates that one-third of the
direct investment comes from DFIs
and MDBs such as the Netherland’s
FMO, France’s Proparco, the Inter-

national Finance Corporation (IFC),
the European Bank for Reconstruction and Development, the European
Investment Bank and Germany’s KfW.
This support has been extended in a
variety of means, including direct investment (equity and debt), technical
assistance, risk mitigation, and structured procurement programmes combining all those instruments.

INCREASING
SOPHISTICATION

As comfort levels with IPPs increase,
African IPPs are likely to tap into other sources of investment. One such
is institutional capital, such as pension funds and insurance companies.
For example, in Nigeria’s Azura-Edo
IPP, pension funds from Nigeria and
South Africa as well as those from EuURSHDQGWKH86SDUWLFLSDWHGLQWKH¿
nancing of the project – both through
their investment in some of its project
sponsors and through infrastructure
private equity funds, such as AIIM’s
African Infrastructure Fund 2, Actis’s
Energy Fund 4 Africa Infrastructure 2,
ARM-Harith Infrastructure Fund and
the Pan African Infrastructure Development Fund.
As a report from Mercer and MIDA
$GYLVRUV UHOHDVHG LQ  VD\V DV
more large IPPs become operational
across Africa, they will likely become
an attractive source of infrastructure
assets for institutional investors, both
for direct investing and investing via
infrastructure funds.
This
increasing
sophistication
doesn’t negate the need for continued
DFI and MBD support for IPPs. AcFRUGLQJWR,5(1$PRUHWKDQ,33V
KDYHEHQH¿WHGIURPIXQGVDUUDQJHGE\
DFIs. These have a catalysing impact
in enticing funding from commercial
debt providers and private equity partners. The positive development is that,
thanks in part to the greater availability of funding, IPPs are encroaching
into African countries that have hith-

HUWR EHHQ ¿UPO\ R̆ LQYHVWRUV¶ UDGDU ern Africa and the Emerging Africa
Berne Union, in Kenya, existing and
screens.
pending private sector capacity could
Infrastructure Development Fund.
,Q 'HFHPEHU  &KDG VHFXUHG The loan funds will be disbursed to
increase current IPP generation from
LWV ¿UVW HYHU HQHUJ\ VHFWRU ,33 ZLWK Asonha Énergie, a company created
2.8 billion kWh a year by two to three
WKH FRPSOHWLRQ RI ¿QDQFLQJ IRU WKH to manage the project.
times in 2030 and increase the annu¿UVWSKDVHRIDJUHHQ¿HOGVRODUSKR
al spend of from $350 million on IPP
“We are delighted to support the
tovoltaic plant with a total capacity
¿UVW ,33 SURMHFW LQ *DERQ´ VDLG procurement by the same factor.
of 34 MW, located 30km north of the
The investment required for the
Wale Shonibare, Director of the Encapital N’Djamena, and sponsored by
DGGLWLRQDO DQWLFLSDWHG 
ergy Financial Solutions, Policy and
Djermaya CDEN Energy – owned by
MW capacity addition is estimated
Regulation Department at the AfDB.
Djermaya Holding Limited, DIPF Af- “Kinguélé Aval is a showcase project,
DWELOOLRQZLWKDERXWRI
rica Limited and PIDG company Inthis could be eligible for export credit
and the success of the model provides
fraCo Africa Limited. What’s clear is
DJHQF\EDFNHG¿QDQFLQJ
a useful template for future projects
that concessionary funding has been
Kenya is well placed to attract
that will help move the country closer
key to unlocking the deal. Under the
this funding because it already has a
towards achieving the government’s
WHUPV RI WKH ¿QDQFLQJ DJUHHPHQWV FOHDQHQHUJ\WDUJHW´
deeper debt market than others. And,
OHQGHUV DUH SURYLGLQJ DERXW ¼
said the Berne Union, innovative inNamibia is also looking to get its
million, corresponding to
WHUQDWLRQDO H̆RUWV VXFK
 RI WKH WRWDO SURMHFW
as TCX and Guarantco
Thanks in part to the greater
cost. Concessionary loans
are delivering new soluavailability of funding, IPPs are
and funding have come
tions and instruments
from the EU Africa Infraboth funding and
encroaching into African countries that in
structure Trust Fund and
risk markets to support
PIDG Technical Assistance.
KDYHKLWKHUWREHHQ¿UPO\R̆LQYHVWRUV¶ a shift to local currency
The lenders, advised by
PPAs.
UDGDUVFUHHQV
ODZ ¿UP &OL̆RUG &KDQFH
Here, it cites TCX’s
included the African DeR̆HU RI KHGJLQJ FRQ
velopment Bank (AfDB), Société de
¿UVW XWLOLW\ VFDOH VRODU SRZHU ,33 tracts with tenors of up to 20 years
Promotion et de Participation pour
and that is is working with local and
R̆ WKH JURXQG ODWHU LQ  6WDWH
la Cooperation Economique and The
international banks to build a swap
owned NamPower has launched a
Emerging Africa Infrastructure Fund
curve in Kenyan shilling. Despite
IHDVLELOLW\VWXG\RQD0:FRQ
Limited – a Private Infrastructure
the impact of the COVID crisis, it is
centrated solar power (CSP) plant. If
Development Group (PIDG) compapossible to hedge a total volume of
it gets the green light, it will proceed
ny – managed by Ninety-One.
about $500 million, and perhaps
as an IPP on a 25-year build, own, opGabon is another recent entrant to
even more, each year in the KES swap
erate, transfer model.
WKH,33FOXE,Q-XO\WKH$I'%
market, said the Berne Union. ComThe project costs are expected to be
approved a €39 million loan package
DVPXFKDVELOOLRQDQG±FULWLFDOO\ bined with the domestic debt marIRU WKH FRQVWUXFWLRQ RI WKH  0: – will be based on a power purchase
ket and domestic savings, it reckons
Kinguélé Aval hydroelectric project.
WKHUHLVVẊ
FLHQWIXQGLQJDQGKHGJ
agreement denominated in local curThe funding package included €20
ing capacity to address a good part of
rency – a rarity on the continent, outPLOOLRQ IURP WKH $I'% ¼ PLOOLRQ side of South Africa. Namibia’s hope
the renewable energy sector investfrom the Africa Growing Together
ment requirements.
is that neighbouring South Africa’s
Fund and €9 million in concessional
With the prospect of new sources
experience in rand-based PPAs will
¿QDQFLQJ IURP WKH 6XVWDLQDEOH (Q
of funding entering the continent’s
make it easier for it to structure it in
ergy Fund for Africa, a special mulIPP market, and more sophisticated
this way.
ti-donor fund managed by the AfDB.
instruments – including local curren$GGLWLRQDO ¿QDQFLQJ WR PHHW WKH
FLHV ± LQ WKH Ṙ
QJ WKH IXWXUH ORRNV
SURMHFW¶V ¼ PLOOLRQ EXGJHW ZLOO But the story is not just about the
bright for the country’s burgeoning
frontier markets. More mature mar- DUUD\ RI SULYDWHO\ RSHUDWHG DQG ¿
come from the IFC, the Canada-IFC
kets are doubling down on IPPs.
Program for Renewable Energy in Afnance power projects. Watch this
According to projections from the
rica, the Development Bank of Southspace. Q
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ATTRACTING
INSTITUTIONAL
INVESTORS
Attracting institutional investors and
pensions funds to Africa’s energy
transition remains a challenge in a world
LQÀX[%XWZKHUHWKHUH¶VDZLOOWKHUH¶V
XVXDOO\DZD\H[SODLQVJackson Foley

T

he announcement of
a new ‘African Energy
Transition Bank’ in midMay has highlighted the
problems facing energy
¿QDQFLQJRQWKHFRQWLQHQW7KHEDQN¶V
two backers, the African Export-Import Bank (Afreximbank) and the African Petroleum Producers Organisation (APPO) said they had been forced
to set up the new institution because
of “the co-ordinated withdrawal of inWHUQDWLRQDO WUDGH DQG SURMHFW ¿QDQF
LQJ´IRU$IULFD¶VRLODQGJDVLQGXVWU\
The Director of Client Relations at
Afreximbank, Rene Awambeng, told
the signing ceremony in Luanda, that
“It will be an African-led solution to
address the threat posed to the African oil and gas industry from the
VKRUWDJHV RI IXQGLQJ´ 2ZQHUVKLS RI
the new bank will lie with the 15 member countries of APPO, while management will be the responsibility of
$IUH[LPEDQN
7KH VLJQL¿FDQFH RI WKH DQQRXQFH
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ment lies less in the arrival of a new
lender, which may take some time to
create, than in the recognition that
¿QDQFLQJ K\GURFDUERQ GHYHORSPHQW
in African countries is becoming inFUHDVLQJO\ GL̇
FXOW $V 'U 2PDU )D
rouk Ibrahim, APPO Secretary General, commented, “How else do Africans
expect to harvest the 125 billion barrels of crude and over 500 trillion
6&8) RI JDV ZKHQ WKH WUDGLWLRQDO ¿
nanciers have decided to abandon the
continent?”
But is it actually true that traditionDO¿QDQFLHUVKDYHDEDQGRQHGWKHFRQ
tinent? With Europe trying to wean
LWVHOI R̆ 5XVVLDQ JDV IROORZLQJ WKH
invasion of Ukraine, the prospects for
gas exports from African producers
look brighter than they have for some
WLPH 5HFHQW UHVHDUFK IURP 5\VWDG
Energy suggests African production is
likely to increase from about 260 billion cubic meters (Bcm) in 2022 to as
much as 335 Bcm by the end of this
decade and then to 470 Bcm by the

Opposite: A
large-scale urban
and industrial
development
in Addis Ababa
funded by
Chinese investors.

:LWK(XURSHWU\LQJWRZHDQLWVHOIR̆
5XVVLDQJDVIROORZLQJWKHLQYDVLRQRI
8NUDLQHWKHSURVSHFWVIRUJDVH[SRUWV
from African producers look brighter
WKDQWKH\KDYHIRUVRPHWLPH
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³([LVWLQJSLSHOLQHLQIUDVWUXFWXUH
from Northern Africa to Europe and
historical LNG supply relationships
make Africa a strong alternative for
(XURSHDQPDUNHWVSRVWWKHEDQRQ
5XVVLDQLPSRUWV´
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late 2030s, “equivalent to about 75%
of the expected amount of gas proGXFHGE\5XVVLDLQ´
According to Siva Prasad, senior
analyst at Rystad Energy, “Existing
pipeline infrastructure from Northern Africa to Europe and historical
LNG supply relationships make Africa a strong alternative for European markets, post the ban on Russian
LPSRUWV´7RGDWHWKHODUJHVW$IULFDQ
exporters of LNG have been Nigeria
and Algeria, followed by Egypt, AnJROD DQG (TXDWRULDO *XLQHD 5HFHQW
discoveries may now bring Mozambique, Tanzania, Senegal, Mauritania,
DQG6RXWK$IULFDLQWRWKHJDPH/DWH
last year, before the Russian invasion,
WKHRXWORRNIRUWKHVH¿HOGVPLJKWKDYH
been marginal, given the global poliF\PRYHWRFXWFDUERQHPLVVLRQV(X
rope’s push to diversify supplies has
FKDQJHGWKDWFDOFXOXVFRPSOHWHO\
Nonetheless, it is accurate to say
that an increasing number of investors are moving out of hydrocarbon
GHYHORSPHQW7KDWGRHVQRWKRZHYHU
mean they are turning their backs on

$IULFD5DWKHUWKH\DUHDJQRVWLFDERXW
ZKHUH WKH\ VHHN QHZ RSSRUWXQLWLHV
This could be a boon for Africa or, alternatively, the continent could miss
WKHERDW
In November 2021, on the sidelines of the UN COP26 climate sumPLW WKH *ODVJRZ )LQDQFLDO $OOLDQFH
IRU 1HW =HUR *)$1=  GHFODUHG WKDW
its 450 member companies, spread
across 45 countries, had an investment pool worth $130 trillion availaEOHWR¿QDQFHPRYHVWRZDUGVQHW]HUR
carbon emissions over the next three
GHFDGHV7KRVH¿UPVLQFOXGHGEDQNV
insurers, pension funds, asset managHUVDQGH[SRUWFUHGLWDJHQFLHV
The question facing investment
PDQDJHUV DW WKHVH *)$1= ¿UPV LV
ZKHUHWKH\ZLOO¿QGHQRXJKYLDEOHµQHW
]HUR¶ SURMHFWV ZLWK VẊ
FLHQWO\ JRRG
UDWHVRIUHWXUQ7KHTXHVWLRQIRUHQHU
gy projects in Africa must be whether they can attract this investment,
given the competition from Asia and
HOVHZKHUH7KLVDYDODQFKHRISRWHQWLDO
cash will face the same problems as
WKRVH DOUHDG\ IDFLQJ WKH LQGXVWU\ $V
one executive from a renewable enerJ\¿UPQRWHV³,GRQ¶WVHHDQ\ODFNRI
¿QDQFHDWDOO7KHSUREOHPLVWKHRWK
er way round – the lack of well-strucWXUHG SURMHFWV 7KH TXHVWLRQ LV ZK\
aren’t there more projects coming online? We’re way behind in Africa, the
VWUDWHJ\LVQ¶WZRUNLQJ´
So, what would it take for big institutional investors and pension funds
to take a serious look at the African
energy sector? Mark Carrato, Coordinator of the USAID Power Africa
initiative, believes the answer lies in
making African countries’ regulatory
IUDPHZRUNVPRUHLQYHVWRUIULHQGO\
Interviewed at the Africa Energy
)RUXPLQ1RYHPEHUKHODLGRXW
KLV ZLVKOLVW IRU FKDQJH ³<RX QHHG
clear and transparent procurement
processes, sound strategic and integrated power sector planning, transparent legal and regulatory frame-

works and international power pools”,
KHVDLG
This approach to developing domestic energy markets has not yet
been widely adopted despite empirical
HYLGHQFHRILWVEHQH¿WV,WKDVKRZHY
HU ERUQH IUXLW LQ VRPH FRQWH[WV 7KH
deregulation of the electricity markets
in Nigeria, Senegal and Mozambique
has created space for private companies such as Azura to build independHQWSRZHUSODQWV ,33V 6RIDU$]XUD
KDV FRQVWUXFWHG 0: RI JDV¿UHG
generating capacity in those three
countries, with a further 1232MW
XQGHU GHYHORSPHQW $]XUD KDV EHHQ
backed by range of investors including
two private equity funds Amaya Capital and Actis, along with the African
'HYHORSPHQW%DQN¶VSURMHFW¿QDQFLQJ
DUP$IULFD
Azura’s investment became controversial in Nigeria when politicians
publicised the nature of the governPHQWJXDUDQWHHVWKDWXQGHUSLQQHGLW
These were, by all accounts, standard
‘Take or Pay’ clauses and not particularly controversial by industry standDUGV1RQHWKHOHVVWKHPHGLDDQGSR
litical backlash that ensued may hold

back future IPP investments in NigeULD $Q XQLQWHQGHG FRQVHTXHQFH RI
such controversies may be that energy companies redirect their attention
from domestic gas-to-power projects
in Nigeria towards export-based projects where the producer is not tied to
a single customer and the political risk
LVORZHUDQGPRUHHDVLO\PLWLJDWHG
Investment in gas-based projects,
whether for domestic use or for export, is becoming increasingly controversial as voters, governments and
key investors demand moves towards
ORZFDUERQ HQHUJ\ *DV LV QRW KRZ
ever, destined to become a stranded
asset, provided that projects are done
ZHOO,QWKHZRUGVRIRQHVHQLRUHQHU
gy investment executive, “There is a
YHU\ FOHDU URXWH IRU WKRVH SURMHFWV ,W
is enhanced scrutiny and focus on the
PLQXWLDH 7KHUH DUH VRPH (XURSHDQ
'HYHORSPHQW )LQDQFH ,QVWLWXWLRQV
WKDW DUH QRW RSHQ WR JDV DW DOO %XW ,
hope that the pendulum is swinging
back, that gas has a role in our green
IXWXUH´
7KH0:JDV¿UHGSRZHUSODQW
at Temane in Mozambique has become emblematic of the problems fac-

LQJWKHJDVVHFWRU7KHLQYHVWPHQWZDV
only pushed through with the backing
of foreign governments, willing to
brave considerable criticism from cliPDWH FDPSDLJQHUV 7KH\ DUJXHG WKDW
the Temane investment was vital to
bridge Mozambique’s energy gap before large-scale renewables come on
VWUHDP
The UK and Norwegian governments, through their Globeleq joint
venture, secured $650 million in debt
IXQGLQJIRUWKHSURMHFWIURPWKH,)&
(part of the World Bank group), the
'XWFK 'HYHORSPHQW %DQN )02 WKH
(PHUJLQJ $IULFD ,QIUDVWUXFWXUH )XQG
(part of Private Infrastructure Development Group, a multi-donor organisation), the US Government, OPEC
and the World Bank’s Multilateral
,QYHVWPHQW *XDUDQWHH $JHQF\ 6XFK
schemes are likely to become increasLQJO\UDUHKRZHYHU7KH,)&WKH8.
and Globeleq have a policy of not investing in upstream oil and gas, for
H[DPSOH
The pressure for moves to restrict
funding for hydrocarbon-based projects mean there are now, broadly,
four types of investment source for
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$IULFDQ HQHUJ\ 7KHUH LV D OHJDF\
group of investment funds still able to
see commercial returns from investPHQWVLQK\GURFDUERQV
There are also funds backed by
African governments willing to invest in hydrocarbons as keystones
RI QDWLRQDO GHYHORSPHQW VWUDWHJLHV
The new African Energy Transition
Bank is one example of these, as is
WKH $I'%¶V $IULFD ¿QDQFLQJ DUP
But even these funds have been slow
WRUROORXWLQYHVWPHQWV$IULFDKDV
just six power projects in its portfolio,
IRUH[DPSOH
When it comes to low carbon power generation, the vast majority of
IXQGLQJRQR̆HULVFRPLQJIURPYDU
ious forms of concessional lending,
whether from OECD governments,
SKLODQWKURSLF IXQGV RU FOLPDWH R̆
VHWLQYHVWPHQWV:KDWWKHUHQHZDEOH
energy sector in Africa requires is a
ODUJH H[SDQVLRQ RI WKH IRXUWK JURXS
institutional investors seeking comPHUFLDOLQYHVWPHQWV7KDWLVZKDWDS
pears to be missing from the current
IXQGLQJPL[
As the energy investment executive noted, “There is a lot of interest
in renewable energy projects from the
¿QDQFLDOVLGHEXWKDYLQJLQWHUHVWDQG
UHDFKLQJ ¿QDQFLDO FORVH DUH GL̆HUHQW
WKLQJV 7KH ¿QDQFH FRPPXQLW\ KDV
WRGREHWWHU2QFH\RXKDYHD¿UVW5(
project, achieving that risk allocation
is when the risk should reduce and at
that point everyone has to come toJHWKHUDQG¿QGḢ
FLHQFLHV´
There is no shortage of local need
for investment in Africa’s energy
VHFWRUV $FFRUGLQJ WR WKH 3:& Africa Energy Review 2021, economists
estimate the cost of attaining a continent-wide net-zero energy mix by
 WR EH  WULOOLRQ 7KH ¿JXUH
is based upon annual costs of around
$33bn this decade, around double the
OHYHO RI DFWXDO LQYHVWPHQW LQ 
)URP  WKH HVWLPDWHG QHHG ZLOO
increase dramatically, to $111bn an-
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Above: Sandton
Skyline,
Johannesburg,
Gauteng, South
Africa.

nually between 2030 and 2040 and
then to $142bn annually between
DQG
One country where commercial
investors have successfully entered
the market is South Africa, which is
already the continent’s largest elecWULFLW\ JHQHUDWRU :LWK D GHYHORSHG
infrastructure and an investor-friendly regulatory framework already in
SODFH LW KDV QRW EHHQ KDUG WR ¿QG
funds willing to take a risk on renewDEOHHQHUJ\VROXWLRQV
One such player is Revego whose
‘yieldco’ business model is based on
long-term power-purchase agreePHQWVIRUZLQGIDUPVDQGVRODUIDUPV
Its CEO, Reyburn Hendricks, expects
a dividend yield of 8-10% for the
PHGLXPWHUP+HVHHVWKLVPRGHODV
predominantly South Africa focused
“because that’s where most of the opSRUWXQLWLHVDUH´:LWKWKHPDLQ6RXWK
African generator Eskom mired in
RSHUDWLRQDO DQG ¿QDQFLDO GL̇
FXOWLHV
there are big opportunities for private
SURYLGHUVWR¿OOWKHFRXQWU\¶VGHYHORS
LQJHQHUJ\JDSV
Those problems are also spurring
two of South Africa’s neighbours to
UHGXFH WKHLU GHSHQGHQFH RQ (VNRP
Botswana and Namibia are in the

middle of new tendering processes
IRU ODUJH VFDOH VRODU LQYHVWPHQWV $W
the end of 2020, Botswana had just 6
MW of installed photovoltaic power,
yet it is now part of the biggest solar
SRZHUSURMHFWLQ6XE6DKDUDQ$IULFD
With the backing of USAID, Botswana and neighbouring Namibia are attempting to construct between 2 and
*: RI VRODU RXWSXW 7R GR VR WKH\
are ending the monopolies previously
enjoyed by their national power companies and going out to private power
FRPSDQLHV7KH¿UVWWRUHFHLYHDFRQ
tract in Botswana was the locally-listed Shumba Energy, previously a coal
PLQLQJHQWHUSULVH
The economics of the model rely
on connecting this huge uptick in capacity to the transnational Southern
$IULFDQ 3RZHU 3RRO 6$33  7KHUH
are considerable obstacles, as Mark
Carrato of USAID’s Power Africa inLWLDWLYHQRWHV³,I\RXFDQHDVLO\SRLQW
to one bottleneck that has been holding back the sector, transmission is
LW ,W¶V H[SHQVLYH LW¶V KDUG WR GR DQG
it’s rarely linked in a really sound way
WR VRPH RI WKH JHQHUDWLRQ SURMHFWV
There are stranded assets all over
Sub-Saharan Africa and we lose a ton
RIHQHUJ\HDFK\HDU´

)RU &DUUDWR WKH QHHG IRU JULG LQ
vestment is a huge opportunity for
RXWVLGH LQYHVWRUV ³:H QHHG WR ¿QG
QHZ ZD\V RI ¿QDQFLQJ WKHP´ KH VDLG
DWODVW1RYHPEHU¶V$IULFD(QHUJ\)R
UXP ³7KH\¶UH UHDOO\ H[SHQVLYH ,Q
other parts of the world, you can get
SULYDWHFDSLWDOWRGRWKDW:K\ZRXOG
a government want to take that on?”
He acknowledged the sensitivities in
some countries about involving the
private sector but insisted that “Governments can still maintain their sovereignty and own their own system
but let someone incentivised to get
WKHMREGRQH´
But according to one investor such
objections are not entirely due to bureaucratic obstruction, “There is an affordability issue whereby the government cannot just sign up to the iron
FODGGRFXPHQWVGHYHORSHUVZDQW´$V
a result, “Developers need to be more

creative in coming up with solutions
and sometimes circumventing the
JRYHUQPHQW 7KHUH ZDV DQ LGHD WKDW
DIWHU WKH ¿UVW RQH WKH SURFHVV ZRXOG
speed up, but the reality was that each
SURFHVVZDVDVSDLQIXODVWKHODVW´
)RU PRVW H[WHUQDO LQYHVWRUV VRPH
protection from these pains can be
found in the involvement of government-backed lenders and multinaWLRQDO'),V7KH\SURYLGHLQH̆HFWD
form of political risk insurance, a reassurance that the lender will not be
standing alone if local conditions turn
DJDLQVWWKHLUSURMHFW)RUWKLVUHDVRQ
most African countries are unlikely to
see purely commercial investments
IRU VRPH WLPH WR FRPH 2QO\ RQFH
viable and trustworthy frameworks
for foreign investment have been established – and tested in real world
disputes – will purely private money
EHJLQWRÀRZ)RUWKHWLPHEHLQJWKH

path ahead is public-private partnerVKLSV
This will require a degree of agility and speed on the behalf of all the
participants in the energy investment
sector which has, historically, been
UDUH
The necessary doubling, and then
quadrupling, of investment in the
overall African energy market over
the next decade is going to chalOHQJH HYHU\RQH /HQGHUV ZLOO KDYH
to scale up their project assessment
and management capacities and governments will need to speed up their
GHFLVLRQPDNLQJ ,I WKH\ FDQ GR VR
WKH\ ZLOO NLFNVWDUW D YLUWXRXV FLUFOH
Successful projects will lead to more
successful projects and lower costs as
ULVNVEHFRPHNQRZQDQGPDQDJHDEOH
The alternative is that investors will
see easier returns outside Africa and
GLUHFWWKHLUPRQH\HOVHZKHUHQ

Interview

Investing in sustainable infrastructure
/LVD3LQVOH\3DUWQHUDQG+HDGRI0LGGOH(DVWDQG$IULFD(QHUJ\,QIUDVWUXFWXUHDW$FWLVDOHDGLQJJOREDOLQYHVWRULQ
VXVWDLQDEOHLQIUDVWUXFWXUHH[SODLQVWKHFRPSDQ\¶VLQYHVWPHQWUDWLRQDOHWRZDUGV$IULFDQHQHUJ\
Could you describe the appetite
among institutional investors
DQG¿UPVVXFKDV$FWLVWRZDUGV
HQHUJ\LQYHVWPHQWVLQ$IULFD"
Actis is one of the longest standing
and committed investors in the energy sector in Africa, with nearly $2bn
invested in the sector since Actis’
LQFHSWLRQ LQ  7UDGLWLRQDOO\ RXU
focus has been on power generation
ZLWK XWLOLW\ R̆WDNH DQG RQ GLVWUL
EXWLRQ FRPSDQLHV :H FRQWLQXH WR
invest in these sectors, and we are
particularly excited about the recent
boom of opportunity in the commercial and industrial power generation
space driven by welcome regulatory

UHIRUPDFURVVWKHFRQWLQHQW
$FWLVLVLQYHVWHGLQ$]XUDZKLFK
is operating in Nigeria, Senegal
DQG 0R]DPELTXH +RZ GRHV
$FWLVYLHZWKHSURVSHFWVLQRWK
HU$IULFDQFRXQWULHV"
In addition to Azura’s target markets,
Actis has also recently invested in
Egypt, South Africa, Senegal, Kenya
and Cameroon via our Lekela, BTE
5HQHZDEOHVDQG(QHRSODWIRUPV
We target investments in larger African economies with strong underlying macro fundamentals as well as a
history of private sector investment
LQWKHHQHUJ\VHFWRU

:KDW DUH WKH TXHVWLRQV WKDW
\RX DVN \RXUVHOYHV ZKHQ FRQ
VLGHULQJ LQYHVWLQJ LQ $IULFD¶V
HQHUJ\LQGXVWULHV"
:H DLP WR SURYLGH R̆WDNHUV ZKHWK
er government or private, low cost,
reliable and sustainable power and
VHUYLFHV 7KLV LV WKH PRVW LPSRU
tant aspect of our investment decision-making, as you need to provide
a product in high demand rather than
VKRHKRUQ DQ LOO¿WWLQJ SURGXFW LQWR
WKHJHQHUDWLRQPL[
We also ask ourselves about the
macro fundamentals underpinning
the market and whether they are susWDLQDEOHQ
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Interview

James Doree
Lion’s Head Global Partners Managing Director

FINANCING
CHALLENGES AND
OPPORTUNITIES
IN AFRICA
Lion’s Head
Global Partners
Managing
Director James
Doree speaks
to Bill Lumley
about progress in
funding Africa’s
energy transition
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How do Lion’s Head funds
play a role in Africa’s energy
transition?
It comes down partly to what we mean
by energy transition. Our funds all
have the ethos of targeting an issue
and being able to bring capital into
HPHUJLQJ RU QHZ VHFWRUV 6SHFL¿FDOO\
as it relates to energy transition, our
newest fund, AfricaGoGreen, is there
WR¿QDQFHWKURXJKGHEWIRULQGXVWULDO
HQHUJ\ Ḣ
FLHQF\ HPRELOLW\ JUHHQ
buildings, or anything that involves
displacing fuel or emissions. The fund
LVVHWXSZLWKDWHFKQLFDODVVLVWDQFHID
cility that allows it to build knowledge
DQGGHWHUPLQHWKHWHFKQLFDODQGPDU
ket feasibility of some of these new
areas.
1R VLQJOH ¿QDQFH LQLWLDWLYH DORQH
can run energy transition, but this
sort of capital is able to enter these
new sectors and scale up emerging
technologies, while at the same time
attracting institutional capital where
it can play a crucial role.

How important are local
currency tranches in the
context of renewable energy
financing structures?
In many countries they have been
QRQH[LVWHQW 7KRVH FRXQWULHV WKDW
KDYH KDG WKH DELOLW\ WR ¿QDQFH SUR
jects in local currency have achieved
WKH PRVW VFDOH IRU H[DPSOH 6RXWK
$IULFD ,Q PDQ\ PDUNHWV WKH FKLFN
HQDQGHJJVFHQDULRWRUHVROYHLVWKH
QHHGIRUORQJGDWHGIXQGLQJWRIXQG
WKLV ORQJGDWHG LQIUDVWUXFWXUH EXW
RIWHQ ORQJGDWHG ¿[HGUDWH IXQGLQJ
isn’t available in some of these local
currencies. That doesn’t, however,
mean that hard currency funding
from DFIs is a free option, as it leaves
participants open to currency risks.
8VLQJORFDOFXUUHQF\LQWKHVHSUR
MHFWV LV UHDOO\ DURXQG Ḣ
FLHQW ULVN
management and developing the
¿QDQFLDO H[SHUWLVH DQG HFRV\VWHP
onshore. In many markets, the main
IHDVLEOH VRXUFH RI ORQJ WHUP ¿[HG
UDWH¿QDQFHFRPHVIURPLQVWLWXWLRQ

al investors like pension funds and
insurance companies. They are not
QHFHVVDULO\H[SHUWLQOHQGLQJWRLQIUD
structure, so this is one area where
support is needed.
The motivation is clear: people
paying the bills in these markets are
XVXDOO\FRQVXPHUVHDUQLQJORFDOFXU
rency, so it is particularly important
IRU KRXVHKROGV DQG VPDOO HQWHUSULV
es. Obviously there are a number
RI FRPPHUFLDO H[SRUWHUV ZKR FDQ
D̆RUG WR SD\ LQ KDUG FXUUHQF\ EXW
WKDW GRHVQ¶W PHDQ LW LV WHFKQLFDO
ly straightforward for projects to
be structured this way. We’ve done
some work looking at what would
be involved for projects that have
H[LVWLQJGROODUWDUL̆VWREHSDUWO\UH
denominated in local currency and
essentially the lower the domestic
LQWHUHVWUDWHVDQGWKHGHHSHUWKHOR
FDO IXQGLQJ PDUNHW WKH PRUH IHDVL
ble it is.
%XWWKHVHWKLQJVZLOOKDSSHQLQFUH
PHQWDOO\,I\RXDUHJRLQJWRH[SORUH
introducing local currency then you
QHHGWR¿JXUHRXWKRZWRPDNHVSRQ
VRUV DW OHDVW QHXWUDO WR WKH H[WHQW WR
which the equity is still covered by
hard currency, or you may have some
form of compensation mechanism.
So, if you are trying to introduce local
FXUUHQF\RSWLRQVLQWR33$VDQGWDU
L̆VWKHQ\RXKDYHWR¿JXUHRXWKRZ
to get the support of sponsors, who
tend to be foreign investors. Perhaps
WKLV FRXOG LQYROYH H[WHQVLRQ PHFK
anisms for the PPA (in response for
WDUL̆DPHQGPHQWV 
<HV\RXFDQKDYHVRPHORFDOHTXL
W\EXWXOWLPDWHO\LQWHUQDWLRQDOVSRQ
sors will want to know that they will
be able to get currency out in order to
pay their dividends.
Smaller projects tend to be more
IHDVLEOH IRU ORFDO FXUUHQF\ ¿QDQFH

Our “Facility for Energy Inclusion”
ZDV UHFHQWO\ DEOH WR UH¿QDQFH WKH
0:6DNDO6RODUSURMHFWLQ6HQH
JDO ZLWK D ORFDO FXUUHQF\ WDUL̆ ZLWK
proceeds being redeployed into new
projects. In Nigeria the African Local
Currency Bond Fund participated
LQ WKH ¿UVW FRUSRUDWH JUHHQ ERQG D
few years ago, allowing North South
3RZHU WR UHIXUELVK K\GURSRZHU WXU
ELQHV ZLWK WKH VXSSRUW RI ,QIUD
FUHGLW  ,Q JHQHUDO JXDUDQWRUV OLNH
Infracredit and GuarantCo can play
DFUXFLDOUROHLQGHYHORSLQJORFDOFXU
rency markets.

What needs to be done to
develop domestic African
capital markets?
First of all, you need to understand
what’s in these markets. Many will
have commercial banks with limited
H[SHULHQFH RI LQIUDVWUXFWXUH SURMHFW
¿QDQFH (YHQ LI WKH\ GLG KDYH LQWHU
est, there’s not really market for them
to then hedge interest rates to provide
ORQJWHUP¿[HGUDWHVWR¿QDQFHWKHVH
projects in the private sector.
7KHUHIRUH WKHUH¶V D QHHG WR GHYHO
op interbank lending, liquidity and
interest rate derivatives. Otherwise,
the only source of long term funding
WHQGVWREHSHQVLRQIXQGVDQGLQVXU
ance companies.
I think there needs to be a bit more
willingness on the part of DFIs to let
the local market take the lead. There
DUHQR'),VOHQGLQJLQWKH6RXWK$I
ULFDUHQHZDEOHVSURJUDPVSXUHO\GR
mestic banks, for instance.
,QDQRWKHUH[DPSOHRQHWKLQJKHOS
ing in Nigeria is that none of the DFIs
are lending because they’re scared of
the currency getting trapped, which
is in turn giving space to people like
Infracredit and the pension funds
WR ¿QDQFH LW QRWZLWKVWDQGLQJ RWKHU

EDQNDELOLW\ FRQFHUQV  2EYLRXVO\ LW
would be better if the DFIs were able
WRRSHUDWHLQ1LJHULDEXWLW¶VLQWHUHVW
ing their inability to participate in the
market more is getting done in local
currency, the naira.

Are energy sector offtaker
creditworthiness issues still
a major challenge?
Yes, they are. Most projects are set up
ZLWK¿[HGR̆WDNHIURPXWLOLWLHV8WLO
LWLHV WHQG WR EH LQ ¿QDQFLDO GL̇
FXOW\
RULQVROYHQWLQPRVWPDUNHWVLQ$IUL
FDDQGWKHUHIRUHWKHZKROH¿QDQFLQJ
ecosystem is set up to mitigate the
fact that the buyer of the power is not
bankable. That leads to demands for
VRYHUHLJQ JXDUDQWHHV LQ WKHVH SUR
jects. If you look at the current trend
of rising insurance rates and costs for
various players, the political response
LQPDQ\PDUNHWVLVQRWWRUDLVHWDUL̆V
WRHQGXVHUVEHFDXVHWKDW¶VEDGSROL
WLFV EXW WKLV DJDLQ H[DFHUEDWHV WKH
problem of these uptakers not being
¿QDQFLDOO\VWDEOH7KLVLVDORQJWHUP
problem.
AfricaGreenCo is an entity set up
to provide support in the Southern
$IULFDSRZHUSRROLQWHUPHGLDWLQJEH
tween generator and buyer of power,
which is more bankable as an optic
but also with the ability to sell power
WRGL̆HUHQWEX\HUVZLWKLQWKH6$33

What other key energyrelated projects are you
currently advising on?
We’re seeing a lot of M&A activity, for
H[DPSOHZH¶UHFXUUHQWO\LQWKHPDU
ket with JCM Power which has solar
and battery assets in Malawi.
:H¶UH DOVR ZRUNLQJ ZLWK 'HFHQ
WUDORQHRIWKHH[LVWLQJSOD\HUVLQWKH
South African C&I market, to source
HTXLW\IRULWVH[SDQVLRQQ
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Interview

Mandy Rambharos
Eskom Holdings Just Energy Transition General Manager

MAKING JUST ENERGY
TRANSITION IN SOUTH
AFRICA HAPPEN
A commitment to long-term
decarbonisation in South Africa is set to
reinvigorate investment opportunities
in the country’s energy sector. Eskom
Holdings Just Energy Transition
General Manager Mandy Rambharos
talks to Bill Lumley

What are the key challenges
and opportunities for Just
Energy Transition (JET) in
South Africa?
:LWK FRDO¿UHG XWLOLWLHV DFFRXQWLQJ
IRURI6RXWK$IULFD¶VHOHFWULFLW\
WKH FKDOOHQJHV IRU WUDQVLWLRQ WR UH
QHZDEOHVDUHQRWVLPSO\IXQGLQJEXW
WKH\ DUH DOVR WKH VRFLRHFRQRPLF LV
VXHVWKDWZLOODULVHZKHQFRDOSODQWV
FORVH GRZQ :KLOH WKHLU FORVXUH ZLOO
EULQJ HQYLURQPHQWDO EHQH¿WV WKH\
ZLOO KDYH D PDMRU LPSDFW RQ  VRFLDO
VWUXFWXUHV
2XU FKDOOHQJH KDV EHHQ WR GHWHU
PLQH KRZ WR EDODQFH PHHWLQJ WKH
JRDOV RI GHFDUERQLVDWLRQ HQYLURQ
PHQWDOHTXDOLW\DQGKXJHEHQH¿WVIRU
ZDWHUVDYLQJ LQ D VHPLDULG FRXQWU\
ZLWK SHRSOH ORVLQJ WKHLU MREV :H
QHHG VROXWLRQV LQ WHUPV RI (VNRP¶V
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-(7SODQVUHSXUSRVLQJSODQWVWRHQ
DEOH D UHWXUQ RI HFRQRPLF EHQH¿WV
WRWKRVHDUHDVZKHUHSODQWVDUHVKXW
GRZQ:HDUHORRNLQJDWKRZWRFUH
DWHRSSRUWXQLWLHVIRUSHRSOHLQWKRVH
DUHDV2XUSODQLVIRUUHSRZHULQJDQG
UHSXUSRVLQJH[LVWLQJSRZHUSODQWVWR
FRQWULEXWH WR D GHPDQG IRU UHQHZD
EOHVLQ6RXWK$IULFD,I\RXDUHFRP
PLWWHGWRDUHQHZDEOHVWKHQ\RXDOVR
HQFRXUDJHORFDOPDQXIDFWXUHULQGXV
WULDOLVWVWRPRYHLQWRWKHDUHD
:HXVHGWRKDYHPDQXIDFWXULQJFD
SDELOLW\ EXW JRYHUQPHQW SROLF\ ZDV
XQFOHDURQUHQHZDEOHVDQGPDQXIDF
WXUHUV OHIW WKH FRXQWU\ WDNLQJ ZLWK
WKHP PXFK RI WKDW FDSDELOLW\ 7KHUH
LVQRZDKXJHRSSRUWXQLW\WRUHLJQLWH
WKDW7KHUHDUHVWLOOPDQ\SHRSOHZKR
DUHKROGLQJRQWRWKHFRDODJHQGD:H
QHHGWRXSWKHDQWHLQWHUPVRIDZDUH

QHVV DQG FRPPXQLFDWLRQ DURXQG WKH
RSSRUWXQLWLHV7KHHQYLURQPHQWDOLP
SDFWVDUHFOHDU

Coal still accounts for most
of the country’s energy
supply. What are you working on, and what else can be
done to help drive down that
share more quickly?
:H DUH FXUUHQWO\ PRQLWRULQJ WHFK
QRORJLHV WR VHH ZKDW WHFKQLTXHV ZLOO
EHEHVWWRKHOSDGGUHVVWKHKLJKSUR
SRUWLRQ RI FRDOGULYHQ HQHUJ\ )RU
H[DPSOH VRODU ZRRG EDWWHU\ VWRUDJH
LV WKH ORZHVW FRVW RSWLRQ IRU XV ULJKW
QRZ EXW EHFDXVH RI WKH UHTXLUHPHQW
IRUJULGVWDELOLW\DQGV\VWHPÀH[LELOLW\
ZHGRQHHGDFHUWDLQDPRXQWRIJDVWR
VXSSRUWWKHQHZLQIUDVWUXFWXUHDQGZH
ZRXOGQHHGWRLPSRUWWKLVJDVIURPD
QHLJKERXULQJ FRXQWU\ :H QHHG ¿UVW
RIDOOWRFKHFNWKHYLDELOLW\RILQYHVWLQJ
LQ JDV WR VXSSOHPHQW WKH UHQHZDEOHV
V\VWHP

Are there any particular
techniques you are deploying to facilitate necessary
finance?
(VNRP LV D KLJKO\ LQGHEWHG FRPSD
Q\VRWKH¿UVWFKDOOHQJHWRRYHUFRPH
ORRNLQJDWWKHWUDQVLWLRQSODQZDVKRZ
ZH ZLOO PDQDJH WR ¿QDQFH LW DOO :H
SXW WRJHWKHU DQ RYHUDOO 6RXWK $IULFD
-XVW(QHUJ\7UDQVLWLRQSODQZLWKWKH
HOHFWULFLW\VHFWRUEHLQJWKH¿UVWSKDVH
RI WKDW SODQ 7KLV UHFHLYHG FDELQHW
DSSURYDODQGIRUPHGWKHEDVLVRIWKH
EQGHDOWKDWZDVVWUXFNDW&23
ODVW \HDU ,W¶V QRW PRQH\ LQ WKH EDQN
\HW EXW LW FRPSULVHV SOHGJHV E\ WKH
8.86DQGWKH(81HJRWLDWLRQVFRQ
WLQXHRQWKHEDVLVWKDWWKHUHLVDGHDO
RQWKHWDEOHWKDWZHFDQVWDUWXVLQJ
(VNRP PHDQZKLOH KDV JRRG UHOD
WLRQVKLSV ZLWK LWV PXOWLODWHUDO EDQNV
DQGGHYHORSPHQW¿QDQFHLQVWLWXWLRQV

)RU H[DPSOH (VNRP DOUHDG\ KDV IXO
O\ ¿QDQFHG LWV ÀDJVKLS -XVW (QHUJ\
7UDQVLWLRQ SURMHFW IRU D UHQHZDEOH
SODQW WR VKXW GRZQ RQH RI LWV FRDO
SRZHU SODQWV WKLV \HDU 7KLV LQFOXGHV
FUHDWLQJDVNLOOVDQGUHWUDLQLQJVFKRRO
WKHUHWRUHHGXFDWHSHRSOHDQGHQDEOH
WKHPWRSDUWLFLSDWHLQWKHUHQHZDEOHV
LQGXVWU\

We are currently monitoring
technologies to see what techniques
will be best to help address the high
proportion of coal-driven energy.
South Africa has some of the
world’s lowest renewables
tariffs. Why is this and does
it bode well for the future in
terms of renewables?
7KH ORZ UHQHZDEOHV WDUL̆V LQ WKLV
FRXQWU\DUHODUJHO\GRZQWRWKHJOREDO
GURS LQ UHQHZDEOHV WHFKQRORJ\ 7KH
FRVW RI 39 SDQHOV IRU H[DPSOH KDV
IDOOHQE\DERXW
%XW WKH SULFH RI HOHFWULFLW\ LV QRW
FRVWUHÀHFWLYH (VNRP LV VHOOLQJ LWV
SURGXFW IRU OHVV WKDQ LW FRVWV XV WR
PDNH7KHSULFHRIHOHFWULFLW\LQ6RXWK
$IULFD KDV EHHQ DUWL¿FLDOO\ ORZ IRU
PDQ\\HDUVDQGZHVWLOOQHHGWRJHWWR
FRVWUHÀHFWLYLW\LQWKHFRXQWU\EXWLQ
DVWUXJJOLQJHFRQRP\WKLVLVDGL̇
FXOW
GLVFXVVLRQWRKDYH
+RZHYHU RYHUDOO LQ WKH ORQJ WHUP
DV ZH VKXW GRZQ FRDO SODQWV DQG UH
SODFH WKHP ZLWK UHQHZDEOHV ZH ZLOO
KDYHWRDGGUHVVWKLV

What political changes would
you like to see occur in South
Africa that would help Just
Energy Transition?
)URPDQHQHUJ\SROLF\SHUVSHFWLYHZH
QHHGFHUWDLQW\RIGHPDQGIRUUHQHZD
EOHV LQ RUGHU WR DWWUDFW WKH QHFHVVDU\

LQYHVWPHQW DQG WKH LQGXVWULDO SROLF\
QHHGVWRVXSSRUWORFDOPDQXIDFWXULQJ
$VDPDQXIDFWXUHU\RXZRXOGQ¶WLQYHVW
LQDFRXQWU\ZKHUH\RXGRQ¶WNQRZLILW
ZLOOFRPPLWWREXLOGLQJDFHUWDLQOHYHO
RIUHQHZDEOHVSHU\HDU
7KHLQGXVWULDOSROLF\QHHGVWRVXS
SRUWORFDOPDQXIDFWXULQJ$WSUHVHQW
LQGXVWULDO SROLF\ LV QRW FRQGXFLYH WR
LQYHVWRUVFRPLQJLQGXHODUJHO\WROR
FDORQHURXVORFDOLVDWLRQUHTXLUHPHQWV
:HQHHGDSKDVHGLQDSSURDFKWRLQ
WURGXFLQJORFDOLVDWLRQLQWKHFRXQWU\
,I \RX ORRN DW ,QGLD DQG 9LHWQDP
WKH\ FKDQJHG WKHLU ORFDOLVDWLRQ SRO
LFLHV VR WKDW WKH\ FRXOG DWWUDFW LQYHV
WRUVDQGRQFHWKH\KDGGRQHVRWKH\
ZHUHDEOHWRVWDUWUDPSLQJXSRQWKHLU
ORFDOLVDWLRQ UHTXLUHPHQW %XW DW WKH
PRPHQW ORFDOLVDWLRQ UHTXLUHPHQWV
DUH VR KLJK LQ 6RXWK $IULFD WKDW LW LV
DFWXDOO\GHWHUULQJLQYHVWRUV
6R WKH WZR ELJJHVW WKLQJV , WKLQN
PXVWFKDQJHDUHHQHUJ\SROLF\DQGLQ
GXVWULDOSROLF\

Do you see a chance of those
changes happening anytime
soon?
:H¶YHEHHQLQGLVFXVVLRQZLWKJRYHUQ
PHQWIRUDORQJWLPHEXW,GRQ¶WNQRZ
7KHUH VHHP WR EH FHUWDLQ SRVLWLYH
PRYHV LQ WHUPV RI VRPH RI WKH HQHU
J\SROLF\FKDQJHVLQWKHODVWFRXSOHRI
PRQWKVEXW,DPQRWVXUHUHDOLVWLFDOO\
KRZ ORQJ LW¶V JRLQJ WR WDNH HVSHFLDOO\
IRUWKHLQGXVWULDOSROLF\WRFKDQJH
:HKDYHWROHDUQE\GRLQJ:HKDYH
WR VWDUW LPSOHPHQWLQJ SURMHFWV QRZ
:H ZRQ¶W JHW HYHU\WKLQJ ULJKW ZKHQ
LWFRPHVWRUHSRZHULQJDQGUHSXUSRV
LQJEXWLIZHGRQ¶WVWDUWQRZWKHQLW¶V
JRLQJWREHWRRODWH
:H FDQ¶W GHQ\ MXVW HQHUJ\ WUDQV
IRUPDWLRQLVKDSSHQLQJDQGZHQHHG
WRJHWRQWKHEDQGZDJRQDQGWRVWDUW
LPSOHPHQWLQJ SURMHFWV OHDUQLQJ E\
GRLQJ1RWLPHOLNHWKHSUHVHQWQ
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Kenya case study

KENYA SEEKS TO
MAXIMISE BENEFITS
FROM ‘BASELOAD’
RENEWABLES
Kenya’s geothermal and hydropower resources have been
major contributors to the country’s success in boosting
electricity access rates, but can they play a major role in
meeting surging energy demand in the future?

K

enya has been one of
Africa’s success stories
in terms of progress
towards the UN global Sustainable Development Goal of achieving universal
electricity access by 2030. The country experienced one of the fastest inFUHDVHVLQHOHFWUL¿FDWLRQUDWHVZLWKLQ
sub-Saharan Africa in the last decade.
By 2020, over 75% of the population had access to power, according to
Kenya’s Energy and Petroleum Regulatory Authority (EPRA), and the
government has said it plans to make
it 100% within this decade. That will
require substantial investment given
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that many of those still without grid
power are in more remote areas away
from the easier-to-connect towns and
cities of the more densely populated
VRXWKWKRXJKORZFRVWR̆JULGVROX
tions are helping here.
Kenya’s substantial achievements
in electricity connectivity are, in any
case, just the start of the journey in
terms of investment in the power
sector. Greater access to electricity
means more demand for power, demand which is poised to rise fast if
the Kenyan economy expands as fast
as some expect.
The International Energy Agency
(IEA) forecasts in its Kenya Ener-

gy Outlook that, in its high-growth
“Africa Case” scenario, Kenya would
need to provide more than 80TWh
RIHOHFWULFLW\LQPRUHWKDQ¿YH
times levels seen in recent years.
That would require substantial investment in both generating capacity
and transmission infrastructure, a
chunk of it coming from the private
sector, supported by guarantees and
co-funding from international development institutions.
Attracting this investment will be
made easier because Kenya has one
of sub-Saharan Africa’s most developed power sectors. The private sector is highly active, and the country

has been open to independent power producers since the mid-1990s.
It also helps that Kenya Power, the
FRXQWU\¶VPDLQR̆WDNHUKDVSURYHGD
creditworthy partner for the industry.
Rising demand is likely to be met
by an expansion of renewable energy
complemented by some form of baseload power. Intermittent renewables
solar and wind are already ramping
up, but Kenya is one of few countries
in the world to already be exploiting
two existing renewable energy sources capable of providing low-carbon
grid-scale baseload power: hydro and
geothermal power.

HYDROPOWER

Hydropower accounts for about 45%
of power company KenGen’s installed
capacity (around 825 MW), much of
it from a series of dams on the Tana
River, north-east of Nairobi. But as
is the case across much of Africa, unpredictable rainfall patterns are increasingly leading to periods of prolonged drought that lower river and
reservoir levels, which in turn reduce
power output. Given its unreliable
feedstock – water – hydro’s status as
a major contributor to Kenya’s power mix is in question. The problem is
further compounded because some

dams are in a poor state of repair and
require maintenance to maximise
output.
Given the unreliability issues,
hydropower is not a main plank of
government plans to expand power
generation to meet rising electricity
demand. That’s partly because there
aren’t enough potential sites that
can be developed commercially and
partly because climate change trends
suggest droughts could get worse
in future. The International Energy
Agency estimates that hydropower
output in Kenya could slowly expand
over the next two decades, doubling

Kenya is one of few countries in the world
to already be exploiting two existing renewable
energy sources capable of providing
low-carbon grid-scale baseload power:
hydro and geothermal power.
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Kenya case study

The country is one of the global leaders in the
sector, having been exploiting its geothermal
resources for power since the Olkaria power
station in the Hell’s Gate National Park started
operating in 1981.

to around 7TWh in 2040, but that
would be a fraction of Kenya’s forecast power requirements by that
time.
Investment in hydropower over
the next few years is likely to be focused on rehabilitating existing power stations and relatively small-scale
new projects. The latter include the
15 MW Kaptis hydropower project, a
run-of-the-river project under development near Lake Victoria. Developer Tembo Power and South African
private equity fund manager Metier
each hold 40% of the project.
This doesn’t mean hydropower
won’t be an important source of power for Kenya, because – in addition
to valuable smaller scale regional
projects – the country is likely to be
importing more electricity generated
from hydropower in coming years,
notably from Ethiopia. The two countries have signed an agreement for
Kenya to import hydropower from
its northern neighbour, which would
require upgrading cross-border interconnectors. Those imports could
include power from the controversial
$4.5 billion Grand Ethiopian Renaissance Dam (GERD) on the Blue Nile,
which started generating power in
February 2022.

GEOTHERMAL

However, few countries would choose
to rely on energy imports these days,
if it can be avoided – the negative impact of Russia’s invasion of Ukraine
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on global energy trading has underscored the perils. So, Kenya is keen
to maximise the potential of its other non-intermittent green energy,
geothermal power, which generates
power using steam from deep in the
rock beneath the Rift Valley to power
turbines.
The country is one of the global
leaders in the sector, having been
exploiting its geothermal resources
for power since the Olkaria power
station in the Hell’s Gate National
Park started operating in 1981. Currently, the country gets a larger share
of its power from geothermal energy
– almost half – than any other country in the world. It also exports its
know-how to surrounding countries
with geothermal resources, including
Ethiopia, Rwanda and Djibouti.
Kenya’s installed geothermal capacity currently stands at 865 MW,
most of it supplied by KenGen. Kenya
ZDQWVWRDWOHDVWGRXEOHWKDW¿JXUHE\
2030, which would meet an estimated 60% of power demand by then.
Rebecca Miano, KenGen’s chief
executive has said geothermal energy
is central to Kenya’s power generation strategy. In July 2021, she told
Bloomberg that KenGen would invest
$2 billion in four new plants, as well
as upgrades at Olkaria, over the next
¿YH \HDUV 7KLV FRXOG DGG  0:
of geothermal power capacity to the
national grid. There is a lot of scope
to scale up further. The government
says the Rift Valley’s exploitable geo-

thermal resources could total around
10 GW.
But geothermal energy is more expensive to produce than intermittent
solar or wind power, even if it does
have the advantage of being a reliable
baseload power provider. The sector
also carries similar risks to drilling
for oil and gas in that drilling a geothermal well is expensive – up to $6
million – and there is no guarantee
that it will produce enough steam to
be commercially viable. Mindful of
the risk, KenGen handles geothermal
investments through a separate com-

pany, the Geothermal Development
Company in a bid to make investment
more attractive.
Support is also coming from the international development community.
FSD Africa, a UK agency seeking to
VWUHQJWKHQ ¿QDQFLDO PDUNHWV DFURVV
sub-Saharan Africa, said in October
20201 it would work with Parhelion,
a UK-based energy and climate risk
¿QDQFHDGYLVRU\FRPSDQ\WRODXQFK
an underwriting facility, backed by
East African insurers, to de-risk early-stage development of geothermal
energy projects. Doing so could sig-

QL¿FDQWO\ H[SDQG HOHFWULFLW\ DFFHVV
and energy sector resilience in Kenya
and Ethiopia, FSD said. Other development institutions have supported
the sector co-funding, guarantees, or
technical support.

COMPETITION FOR
INVESTMENT?

Whether the potential of Kenya’s
geothermal resources can be fully
realised remains to be seen. Cheaperto-build solar and wind energy could
look more attractive to investors, especially if grid-scale battery storage

becomes more ubiquitous and cheapHUH̆HFWLYHO\DOORZLQJWKRVHUHQHZD
bles to contribute to baseload power.
Other options under consideration
by the government to provide baseload power, such as a mooted nuclear
plant could also make investment in
geothermal – and other renewables –
look less attractive in the long term.
But these factors are unlikely to
play a role in power sector development during the next decade, so geothermal energy looks set to be a major investment destination in Kenya’s
power sector for years to come. Q

Above: Olkaria
II geothermal
power plant in
Kenya.
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China-Africa

&+,1$6
&2$/3/('*(
%,77(56:((7
)25$)5,&$
&KLQD¶VGHFLVLRQWRGLWFK¿QDQFLDO
support for coal projects abroad has
already hit projects in Zimbabwe
and Kenya. Environmentalists hope
that the decision will usher in a new
era of renewables, reports
Tonderayi Mukeredzi

&
¢

hinese President Xi
Jinping’s announcement at the United Nations General Assembly in September that
his country would no longer build new
FRDO¿UHGSRZHUVWDWLRQVRYHUVHDVKDV
EHHQ FHOHEUDWHG E\ $IULFDQ HQYLURQ
PHQWDOLVWV HYHQ DV SROLF\PDNHUV IUHW
about the economic costs.
Immediately after Xi’s pledge, the
Bank of China, the world’s foremost
¿QDQFLHURIFRDO¿UHGSRZHULQUHFHQW
years, said that it would no longer proYLGH¿QDQFLQJIRUQHZFRDOSODQWVDQG
coal mining projects outside China
from 1 October 2021.
The state lender explained that it
would continue to support projects
whose contracts it has already signed,
meaning that coal projects in the pipeline could still get across the line. The
shift in policy has been celebrated by
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many green energy lobbyists across
$IULFDDVDSRVLWLYHGHYHORSPHQWWKDW
will stimulate the inescapable transition from coal to cleaner forms of
energy.
The writing has been on the wall for
some time. Despite being the single
ELJJHVW ¿QDQFLHU RI FRDO¿UHG SRZHU
plants abroad, China signalled its retreat from new coal power projects in
$IULFD LQ  ,Q 1RYHPEHU 
the Industrial and Commercial Bank
of China (ICBC) abandoned plans to
LQYHVWLQWKH/DPXFRDOSURMHFWLQ.HQ
ya. In June 2021, it ditched the $3bn
Sengwa coal project in Zimbabwe.
According to a September report by
the Global Energy Monitor based on
its Global Coal Public Finance TrackHU &KLQD¶V DQQRXQFHPHQW ZLOO D̆HFW
44 coal plants under consideration
IRUSXEOLF¿QDQFLQJIURPVWDWHRZQHG
Chinese institutions in 20 countries,

eight of which are in sub-Saharan Africa. The cancellation of coal plants in
Africa would cut the amount of proposed coal power by half, as China has
EHHQ D PDMRU ¿QDQFLDO VXSSRUWHU RI
new coal plants on the continent. The
cancellation of the projects would also
completely eliminate the pipeline for
QHZ FRDO SODQWV LQ .HQ\D 0DGDJDV
FDUDQG&{WHG¶,YRLUHVD\V*(0
In its September 2021 report, No
New Coal by 2021: The Collapse of
the Global Coal Pipeline, E3G, a European independent climate change
WKLQNWDQNVD\V&KLQHVH¿QDQFLDOLQ
VWLWXWLRQV DUH LQYROYHG LQ  SURMHFWV
in the eight countries, totalling 11.4
GW of planned capacity (76% of the
total pipeline in the region).
The report notes that since 2015,
VHYHQ FRXQWULHV KDYH IXOO\ VFUDSSHG
WKHLU SLSHOLQH OHDYLQJ  FRXQWULHV
still considering coal, with only South
Africa and Zimbabwe currently constructing new plants.
E3G says cancelling such projects
ZRXOG KHOS FRXQWULHV DYRLG ORFNLQJ

WKHPVHOYHVLQWRDQH[SHQVLYHDQGSRO
luting energy source, and the risk of
the costly stranding of assets. Some
countries may already be left with exSHQVLYHDQGXVHOHVVFRDOSRZHULQIUD
structure.
President Xi’s pledge could hit
production in South Africa, with
TXHVWLRQV RYHU WKH IXWXUH RI D &KL
QHVHIXQGHG FRDO¿UHG SRZHU VWDWLRQ
LQ/LPSRSRSURYLQFH

BOOSTING THE SHIFT
TO RENEWABLES
/RUUDLQH &KLSRQGD $IULFD FRDO FRRU
dinator for the International Coal NetZRUN EHOLHYHV $IULFDQ FRXQWULHV WKDW
KDYH UHIXVHG WR KHHG WKH FDOO E\ FLYLO
society groups to transition to renewable energy and still pursued coal projects will bear the greatest costs. They
include Djibouti, Tanzania, ZimbaEZH6RXWK$IULFD0DODZL%RWVZDQD
0R]DPELTXH0DGDJDVFDUDQG.HQ\D
%XW ZKLOH WKH FKDQJH FRXOG OHDYH
coal-dependent nations in the lurch,
it could boost the shift to renewable

generation. Chiponda says while
China’s coal pledge will disrupt the
HQHUJ\ ¿QDQFH FKDLQ WHPSRUDULO\ LW
LVDYLFWRU\IRU$IULFDQFRPPXQLWLHV
ZKRKDYHVX̆HUHGIURPWKHHQYLURQ
mental impacts of fossil fuel projects.
³7KH GHFLVLRQ ZLOO KDYH SRVLWLYH
ORQJWHUP H̆HFWV DV LW ZLOO SXW $IUL
ca and the globe on the path to clean
energy and in the short term it has
SRVLWLYHUHVXOWVDVFRPPXQLWLHVHDU
marked to host dirty energy projects
ZLOOQRWVX̆HUIURPDLUSROOXWLRQDQG
displacement from their lands by
the mega and dirty coal projects that
were being proposed,” she says.
+DYLQJVWRSSHGWKHIXQGLQJRIFRDO
SURMHFWV RYHUVHDV &KLQD PD\ QRZ
UHGLUHFW ¿QDQFLDO VXSSRUW WR JUHHQ
and low-carbon energy projects in
GHYHORSLQJ FRXQWULHV 7KH FRXQWU\¶V
LQYHVWPHQWV LQWR UHQHZDEOH HQHUJ\
KDYH UHFHQWO\ FRQVWLWXWHG WKH EXON
RI LWV RYHUVHDV HQHUJ\ LQYHVWPHQWV
and rose to 57% in 2020 from 38%
in 2019. Wu Peng, the director general of China’s Department of Afri-

FDQ$̆DLUVLQWKH0LQLVWU\RI)RUHLJQ
$̆DLUV VDLG ODVW \HDU WKDW &KLQD KDV
helped to build more than 80 large
power facilities for Africa, most of
which are hydro, wind or solar. These
include the Noor Ouarzazate Solar
Complex, the world’s biggest solar
power station, and the Garissa solar
SRZHUSODQWRI.HQ\DWKHODUJHVW39
power station in East Africa.
He added that 39 green projects
are in the process of construction
or implementation in Africa. Africa
could also unlock international global
¿QDQFHIURPRWKHUFRXQWULHVOLNHWKH
86 WKDW KDYH SOHGJHG WR LQFUHDVH LQ
WHUQDWLRQDOFOLPDWH¿QDQFH

DEVELOPED
COUNTRIES
MUST SUPPORT
TRANSITION

E3G says the international community has an important role to play in
ensuring that the 13 countries in AfULFDWKDWVWLOOKDYHDFRDOSLSHOLQHDUH
SURYLGHGZLWKVẊ
FLHQW¿QDQFLDODQG
WHFKQLFDO DVVLVWDQFH WR PRYH DZD\
from coal towards renewables.
&KLSRQGDVD\VGHYHORSHGFRXQWULHV
ZKR KDYH SULQFLSDOO\ FDXVHG JOREDO
warming and climate change should
¿QDQFH $IULFD¶V UHQHZDEOH HQHUJ\
transition in a manner that does not
result in debt accumulation for African countries.
“The transition to renewable energy requires systemic, structural and
policy mechanisms in place to ensure
that energy is deployed to the groups
WKDW KDYH QRW KDG DFFHVV WR HQHUJ\
and… greater accountability and good
JRYHUQDQFHRIHQHUJ\WRHQVXUHWKDWLW
VHUYHVWKHSHRSOH´VKHVD\V
$QG $IULFD FDQ SOD\ DQ LQÀXHQWLDO
part in the transition to renewable energy because of its abundant possession of the minerals that are needed
for renewable energy technology such
as rare earth minerals. Q
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Green hydrogen

AFRICA AND
GREEN HYDROGEN:
A PERFECT MATCH?
Green hydrogen projects could prove vital in
WKH¿JKWWRVWHPJOREDOZDUPLQJDQG$IULFDQ
FRXQWULHVFRXOGEHSRLVHGWRSOD\DSLYRWDO
UROHDVK\GURJHQSURGXFWLRQDQGH[SRUWKXEV

H

ydrogen is a versatile
element that is in growing demand. It provides
a feedstock for industries such as iron and
steel, petrochemicals and ammonia,
it can be used in power generation,
and it is used in low-carbon fuel cells
for the transport sector and for energy storage.
But the hydrogen industry needs to
clean up its act, if it is to be part of the
solution to meeting climate change
targets. Currently hydrogen production relies in heavily on fossil fuels as
feedstock – the most common production method involves creating hydrogen from natural gas, which produces carbon dioxide as a bi-product.
The good news is that hydrogen can
be produced cleanly using electrolysis to split water to produce so-called
green hydrogen and oxygen, and it’s a
technology which is in increasing demand as countries seek to meet their
climate change obligations under Paris climate change treaty.
Global capacity of electrolysers,
which are needed to produce hydrogen from electricity, doubled over
WKH ODVW ¿YH \HDUV WR UHDFK MXVW RYHU
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300 MW by mid-2021. Around 350
SURMHFWV FXUUHQWO\ XQGHU GHYHORS
ment could bring global capacity up
to 54 GW by 2030, according to the
International Energy Agency.
But, in addition to a local supply of
water, producing hydrogen via electrolysis requires copious amounts of
electricity, making it expensive, and
for the hydrogen to be truly green the
power needs to come from low-carbon
sources such as renewables.
That’s where Africa comes into the
picture. Blessed with vast untapped
solar and wind resources and plenty of
space to develop them, African countries are hoping to tap these resources
to create their own green hydrogen
sectors.
The attractions are clear: the development of green hydrogen will bring
LQLQYHVWPHQWDQGFUHDWHMREV,WFRXOG
drive the domestic use of hydrogen for
power, industrial uses and transport
in the long-term – and before that,
exporting green hydrogen to meet
surging demand in Europe and other
overseas markets would provide valuable revenues.
A green hydrogen industry would
DOVR EHQH¿W WKH GHYHORSPHQW RI UH

QHZDEOHV QRW MXVW EHFDXVH LW FUHDWHV
demand through its heavy power requirements, but also because it could
XVHWKHSRZHURQDÀH[LEOHVFKHGXOH
providing steadier revenue streams
from intermittent solar and wind enHUJ\ $ K\GURJHQ SODQW ZRXOG H̆HF
WLYHO\ DGG WR R̆WDNH RSWLRQV IRU UH
newables providers, taking solar and
wind output when that exceeds demand from other users – or when the
grid is down, a common occurrence
in many parts of the continent. Then
the plant could scale back production
when grid demand picks up to allow
renewable power to be redirected to
other users.
A number of African countries
– backed by funding and other support from enthusiastic international
GHYHORSPHQW DJHQFLHV DQG ¿QDQFLDO
LQVWLWXWLRQV ± KDYH DOUHDG\ MRLQHG
the race to become established as hyGURJHQ KXEV 9DULRXV SURMHFWV KDYH
been announced, though most remain
in the early stages of development.
(J\SWKDVDWOHDVW¿YHJUHHQK\GURJHQ
SURMHFWV LQ WKH SLSHOLQH 0DXULWDQLD
Morocco, Namibia, Niger and South
Africa have also drawn up plans for
hydrogen production facilities.

ran solar resources to power green hyGURJHQ SURMHFWV *HUPDQ\¶V (PHUJ
ing Energy Corporation (EEC) signed
an agreement with the government in
February 2022 to scope out potential
sites and development types.

SASOL LINES UP
SOUTH AFRICAN
PROJECTS

MAURITANIA’S GRAND
PLAN

One of the most ambitious is ProMHFW 1RXU LQ 0DXULWDQLD D SODQQHG
development to provide 10 GW of
renewable energy for a green hydrogen development, outlined in an MoU
signed in September 2021 by Mauritania’s Ministry of Petroleum, Mines,
and Energy of Mauritania with UKbased Chariot Energy Group. The
focus initially will be on identifying
and developing solar and wind energy
VLWHV DFURVV DQ RQVKRUH DQG R̆VKRUH
area covering some 14,400km2. No
timetable has been outlined for the
SURMHFWZKLFKZRXOGH[SRUWK\GURJHQ
to the European market.
“Developing Mauritania’s green
hydrogen industry promises to bring
a combination of environmental, ecoQRPLFDQGVRFLDOEHQH¿WVWRRXUFRXQ
try. We have the potential, and desire,
WR EH D ZRUOG OHDGHU LQ WKH ¿HOG RI
hydrogen production from renewable
energy sources,” Abdessalam Ould
Mohamed Saleh, Mauritania’s Minister of Petroleum, Energy and Mines
VDLGRQDQQRXQFLQJWKHSURMHFW
Landlocked Niger is also seeking to
take advantage of its abundant Saha-

South Africa is one of the few sub-Saharan countries with the potential to
develop a sizeable home market for
green hydrogen, as well as producing
for export. It is also keen to promote
the hydrogen fuel cell sector, because
it holds more than 90% of the world’s
deposits of platinum, a key component in fuel cells.
South African energy and chemLFDOV ¿UP 6DVRO KDV VDLG LW SODQV WR
start producing 6 tonnes a day of
green hydrogen at its Sasolburg plant
by 2023, using 60 MW of renewable
electricity. The company also signed
an agreement with the Northern Cape
Development Agency in October 2021
to conduct a two-year feasibility study
to assess the potential of Boegoebaai,
near Port Nolloth, as a potential location for green hydrogen and green
ammonia facility. Sasol says the proMHFW FRXOG SURGXFH XS WR 
tones/year of green hydrogen, based
on 9 GW of renewable electricity at an
estimated cost of $10 billion.
Neighbouring Namibia selected
Hyphen Energy as preferred bidder to
GHYHORSWKHFRXQWU\¶V¿UVWODUJHVFDOH
JUHHQK\GURJHQSURMHFWLQ1RYHPEHU
2021. The site near the Tsau Khaeb
National Park would tap promising
local solar and wind resources and is
close to Luderitz, providing a port for
exports.
7KHELOOLRQSODQQHG¿UVWSKDVH
would produce up to 300,000 metric t/y of green hydrogen, powered
by 2 GW capacity of renewable electricity by 2026, with plans to scale
up further in the late 2020s. Output

would either be sold as hydrogen or
processed into green ammonia.

NORTH AFRICA
LOOKS TO EUROPEAN
MARKETS

However, it is North African countries that are perhaps best placed to
deliver large-scale green hydrogen
SURMHFWV QRW RQO\ KDYLQJ VXEVWDQWLDO
existing industrial infrastructure,
but also having an ideal location for
exports across the Mediterranean to
Europe.
$W OHDVW ¿YH JUHHQ K\GURJHQ SUR
MHFWV KDYH EHHQ PRRWHG IRU (J\SW
though only one currently has an indicated completion date. In October
2021, Norwegian renewables developer Scatec signed an agreement with
Fertiglobe plc, and The Sovereign
)XQG RI (J\SW 76)(  WR MRLQWO\ GH
velop a 100 MW green hydrogen facility as feedstock for green ammonia
production. Fertiglobe is an ammonia
SURGXFHU MRLQWO\ RZQHG E\ 2&, 19
and Abu Dhabi National Oil Company (ADNOC),
Scatec will build, operate and maMRULW\RZQWKHIDFLOLW\DQGDORQJWHUP
R̆WDNH DJUHHPHQW ZLOO EH HQWHUHG
into with Fertiglobe’s subsidiary
Egypt Basic Industries Corp (EBIC).
It could be onstream by 2024. The facility will be located near the EBIC facility in Ain Sokhna in the Suez Canal
Zone, where Scatec is also involved in
a consortium building a plant to produce up to 3m t/y of green ammonia.
Morocco has said it wants to put
the development of a global hub for
green hydrogen at the heart of its inGXVWULDO VWUDWHJ\ 7KH ¿UVW SURMHFW WR
emerge is a $10bn green hydrogen
and ammonia development in the
Guelmim-Oued Nour region of southern Morocco, led by French power
producer Total Eren. Power will come
from 10 GW of wind and solar power
JHQHUDWLRQZLWK¿UVWSURGXFWLRQIRUH
cast for 2027. Q
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Future energy

OFFGRID SOLAR
SECTOR SEEKS TO
REBUILD INVESTOR
CONFIDENCE
There are signs of post-pandemic
UHFRYHU\IRU$IULFD¶VR̆JULGVRODU
LQGXVWU\1RZLWQHHGVWROXUHEDFN
the investors

66

Africa Energy Yearbook

2022

A

IULFD¶V R̆JULG VRODU
SRZHU LQGXVWU\ LV
JURZLQJEXWLVLQXU
JHQW QHHG RI IXUWKHU
VXSSRUWDVWKHVHFWRU
VWUXJJOHVWRVKDNHR̆WKHQHJDWLYHLP
SDFWRIWKH&RYLGSDQGHPLFRQSURYLG
HUVRIHTXLSPHQWDQGVHUYLFHVDQGWKH
DELOLW\RIFXVWRPHUVWRSD\
%ULQJLQJ VRODU SRZHU WR FRPPXQL
WLHV ERWK UHPRWH DQG LQ PRUH SRSX
ORXVDUHDVWKDWVX̆HUIURPLQDGHTXDWH
JULG SURYLVLRQ LV UHJDUGHG DV YLWDO LI
WKH81VXVWDLQDEOHGHYHORSPHQWJRDO
RIEULQJLQJXQLYHUVDOHOHFWULFLW\DFFHVV
WRDOOE\LVWREHUHDOLVHG
,WDOVRSURPLVHVWRUHSODFHSROOXWLQJ
NHURVHQHZLWKFOHDQHU±DQGFKHDSHU±
VRODUSRZHUHGGHYLFHVIRUOLJKWLQJVR
KHOSLQJWRPHHWFOLPDWHJRDOVDVZHOO
DV WKH VRFLDO DQG HFRQRPLF EHQH¿WV
)DOOLQJ FRVWV IRU VRODU SURGXFWV DQG
DQLQFUHDVHLQWKHQXPEHURIVXSSOLHUV
LQ VXE6DKDUDQ $IULFD KDV VHHQ WKH
VHFWRU WDNH R̆ RYHU WKH ODVW 
\HDUV%\WKHHQGRIWKHJOREDO
R̆JULG VHFWRU KDG GHYHORSHG LQWR D
EQ DQQXDO PDUNHW VHUYLQJ 
PLOOLRQ XVHUV PDLQO\ LQ VXE6DKDUDQ
$IULFD 66$  DFFRUGLQJ WR WKH :RUOG
%DQN¶V /LJKWLQJ *OREDO 3URJUDPPH

7KDW ZDV UHÀHFWHG LQ  DQQXDO
UHYHQXH LQFUHDVHV IRU R̆JULG VRODU
¿UPVLQ
%XW WKH SDQGHPLF SXW DQ HQG WR
WKRVH VRUW RI JURZWK UDWHV LQ PDQ\
SDUWV RI $IULFD HYHQ LI WKH PDUNHW LV
VWLOO H[SDQGLQJ IDVWHU LQ VRPH FRXQ
WULHV WKDQ RWKHUV 2YHUDOO JURZWK LQ
VDOHVYROXPHVIRUDSSOLDQFHVDQGVHU
YLFHVSRZHUHGE\EXLOWLQRUKRXVHKROG
VRODUSDQHOV±VXFKDVVRODUODQWHUQV
PXOWLOLJKW V\VWHPV EDWWHULHV IRU
SKRQH FKDUJLQJ DQG VRODU KRPH V\V
WHPV ± KDYH IDOWHUHG   6SHQGLQJ FXWV
GXH WR WKH VWUDLQ RQ LQFRPHV PRYH
PHQW UHVWULFWLRQV IRU VXSSOLHUV DQG
VXSSO\FKDLQSUREOHPVFDXVHGE\WKH
SDQGHPLFDUHKROGLQJLWEDFN)XUWKHU
GLVUXSWLRQ WR JOREDO WUDGH GXH WR WKH
LPSDFWRIWKHZDULQ8NUDLQHKDVRQO\
DGGHGWRWKHVHSUREOHPV

MIXED REGIONAL
PICTURE
,Q(DVW$IULFDDKRWVSRWIRUKRPHVR
ODUSURGXFWVVDOHVRIR̆JULGOLJKWLQJ
SURGXFWV UHDFKHG DOPRVW  PLOOLRQ
XQLWV LQ WKH -XO\'HFHPEHU  SH
ULRG 7KDW UHSUHVHQWHG D  LQFUHDVH
FRPSDUHGWRWKH¿UVWKDOIRIEXW
D  GHFUHDVH FRPSDUHG WR WKH VHF

RQGKDOIRIDFFRUGLQJWR*2*/$
D JOREDO DVVRFLDWLRQ IRU WKH R̆JULG
VRODUHQHUJ\LQGXVWU\+RZHYHUWKHUH
ZHUH ODUJH GLVSDULWLHV EHWZHHQ FRXQ
WULHV ZLWK WUDGLWLRQDO PDUNHW OHDGHUV
.HQ\D DQG (WKLRSLD VX̆HULQJ IXUWKHU
VDOHV VOXPSV ZKLOH 8JDQGD =DPELD
5ZDQGD0DODZLDQGRWKHUVUHSRUWHG
VWURQJJURZWK
,Q :HVW $IULFD VDOHV RI 
XQLWV LQ -XO\'HFHPEHU  UHSUH
VHQWHGDLQFUHDVHFRPSDUHGWRWKH
¿UVWKDOIRIDQGDLQFUHDVH
FRPSDUHGWRWKHVHFRQGKDOIRI
$JDLQ WKLV SRVLWLYH ORRNLQJ SLFWXUH
KLGHVQDWLRQDOGLVSDULWLHVZLWKVWURQJ
JURZWKLQ1LJHULDZKLFKUHSUHVHQWHG
WZRWKLUGVRIVDOHVLQ:HVW$IULFDRXW
ZHLJKLQJ SRRUHU VDOHV LQ WKH UHJLRQ¶V
VPDOOHUHFRQRPLHV*2*/$VDLG
7KLVGDWDPRVWO\UHÀHFWVVDOHVRIGL
UHFW SXUFKDVHV RI HTXLSPHQW VXFK DV
VRODUODQWHUQVRUSDQHOVE\FRQVXPHUV
UDWKHU WKDQ YLD VRFDOOHG SD\DV\RX
JR 3$<* VRODUVHUYLFHVZKLFKKDYH
FRQWLQXHG WR JURZ EXW FRPSULVH D
VPDOOSDUWRIWKHRYHUDOOPDUNHW:LWK
3$<* FXVWRPHUV H̆HFWLYHO\ UHQW D
SDQHO DQG HTXLSPHQW WKDW LW SRZHUV
VXFKDVOLJKWVUHFKDUJHUVUDGLRVDQG
WHOHYLVLRQVIURPDSURYLGHUFRPSDQ\
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Future energy
VZLWFKHG WR DGDSWLQJ EDWWHULHV IURP
D 7DQ]DQLDQ PRWRUF\FOH EDWWHU\ VXS
SOLHUDVDQDOWHUQDWLYHWRVRODUEDWWHU\
LPSRUWVIURP&KLQD
³7KLV HYLGHQFH LQGLFDWHV WKH QHHG
IRUUHJLRQDOJRYHUQPHQWVWRFUHDWHDQ
HQYLURQPHQW WKDW DOORZV ORFDO PDQX
IDFWXULQJ DQG FURVVERUGHU WUDGH WR
WKULYH´ WKH UHVHDUFKHUV VD\ DGGLQJ
WKDW LW DOVR SURYLGHV DQ RSSRUWXQLW\
WR GHYHORS ORFDO V\VWHPV WKDW FDQ FXW
GRZQRQZDVWHDQGLPSURYHUHVRXUFH
XVHORFDOO\
$IULFDQ JRYHUQPHQWV FRXOG GUDZ
OHVVRQVIURP,QGLDZKHUHSURGXFWLRQ
OLQNHG LQFHQWLYHV ERRVWHG WKH FRXQ
WU\¶V HOHFWURQLFV PDQXIDFWXULQJ SUR
GXFWLRQ ³6XFK VXSSRUW LV XUJHQW IRU
(DVW$IULFDWRUHEXLOGHFRQRPLHVWKDW
DUHPRUHUHVLOLHQWWRIXWXUHULVNVDQG
FULVHV´WKH\VD\

DONOR FUNDING
WANES

W\SLFDOO\ RQ D WZRWRWKUHH\HDU FRQ
WUDFW DIWHU ZKLFK WLPH WKH FXVWRPHU
RZQVWKHHTXLSPHQWDQGFDQJHWWKHLU
SRZHUIUHHRIFKDUJH

BUILDING A LOCAL
SUPPLY CHAIN
7KHSDQGHPLFPD\QRWKDYHEHHQNLQG
WR WKH LQGXVWU\ KHDSLQJ H[WUD FRVWV
RQ SURYLGHUV DQG KLWWLQJ WKH VSHQG
LQJ SRZHU RI FXVWRPHUV EXW OHVVRQV
OHDUQHG IURP LW FDQ EH XVHG WR PDNH
WKHVHFWRUPRUHUHVLOLHQWDFFRUGLQJWR
VHFWRUVSHFLDOLVWV
$V ZLWK PDQ\ RWKHU LQGXVWULHV
DURXQG WKH ZRUOG WKH $IULFDQ R̆
JULGVRODUVHFWRUKDVEHHQKLWKDUGE\
GLVUXSWLRQV WR JOREDO VXSSO\ FKDLQV
ZKLFK KDV OHG WR D VKRUWDJH RI SDQ
HOV DQG RWKHU HTXLSPHQW &RPSDQLHV
KDYH EHHQ DEOH WR R̆VHW WKHVH SURE
OHPVWRDQH[WHQWE\UHSXUSRVLQJSDUWV
IURPRWKHULQGXVWULHVWRFDUU\RXWUH
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SDLUVIRUH[DPSOHEXWLQHYLWDEO\FRP
SDQLHV DQG WKHLU FXVWRPHUV KDYH VWLOO
EHHQD̆HFWHGE\GHOD\V
/RFDOFRPSDQLHVLQ(DVW$IULFDKDYH
UHFRJQLVHGWKHDGYDQWDJHVRIVKRUWHQ
LQJ VXSSO\ FKDLQV DQG LQFUHDVLQJ UH
JLRQDODQGORFDOPDQXIDFWXULQJWRUH
GXFHWKHLPSDFWVD\UHVHDUFKHUVDWWKH
6PLWK 6FKRRO RI (QWHUSULVH DQG WKH
(QYLURQPHQW8QLYHUVLW\RI2[IRUG
,QDSROLF\EULHISXEOLVKHGLQ0DUFK
HQWLWOHGSupporting the East AfULFDQ 2̆JULG (QHUJ\ ,QGXVWU\ 3RVW
&29,' 7RQQ\ .XNHHUD DQG $RLIH
%URSK\VDLGWKDWZKLOHVRPHORFDOR̆
JULGFRPSDQLHVIDFHGZLWKULVLQJFRVWV
DQG ORQJ GHOD\V IRU GHOLYHULHV IURP
$VLD VKXW GRZQ RWKHUV VRXJKW QHZ
VXSSOLHUV DQG PDQXIDFWXUHUV ZLWKLQ
WKH (DVW $IULFDQ UHJLRQ 0RVW RI WKH
FRPSDQLHV VWDUWHG QHZ SDUWQHUVKLS
GHDOV ZLWK PDQXIDFWXUHUV LQ .HQ\D
DQG7DQ]DQLD,QRQHFDVHDFRPSDQ\

$QRWKHU DUHD IRU FRQFHUQ LV GRQRU
VXSSRUWIRUWKHVHFWRU$QRYHUDOOGH
FOLQHLQLQYHVWPHQWFRPPLWPHQWVWR
ZDUGVWKH(DVW$IULFDQR̆JULGVHFWRU
RYHUWKHODVW¿YH\HDUVKDVEHHQH[DF
HUEDWHGE\&29,'FULVLVDV¿QDQF
LQJ IURP JRYHUQPHQWV GRQRUV DQG
GHYHORSPHQWSDUWQHUVVKLIWHGWRZDUGV
SDQGHPLFHPHUJHQF\PHDVXUHV
6RPHR̆JULGRUJDQLVDWLRQVUHSRUW
HGKDYLQJKDGWKHLURSHUDWLRQDOSODQV
VWDOOHGGXHWRIXQGLQJZLWKGUDZDOVE\
WKH GRQRUV ZKLOH LQ 8JDQGD D VXE
VLG\SURJUDPPHIRUSXEOLFHOHFWULFLW\
DFFHVV ZDV VXVSHQGHG WKH 6PLWK UH
VHDUFKHUVQRWH
5HJLRQDO JRYHUQPHQWV PXOWLODWHU
DOV DQG RWKHU GHYHORSPHQW SDUWQHUV
QHHG WR GR PRUH E\ IRFXVLQJ RQ VHW
WLQJXSVFKHPHVWRUHGXFHLQYHVWPHQW
ULVNV DQG DWWUDFW PRUH IRUHLJQ GLUHFW
LQYHVWPHQWLQWKHR̆JULGVHFWRUWKH\
VD\7KHDXWKRUVVKDUHWKHLQFUHDVLQJ
O\SRSXODUYLHZZLWKLQWKHLQYHVWPHQW
FRPPXQLW\WKDWWKHUHVKRXOGEHPRUH
RI D IRFXV RQ IXQGLQJ LQLWLDWLYHV WKDW
UHFRJQLVH WKH LPSDFW RI LQYHVWPHQW
LQRQHVHFWRURQRWKHUV±LQWKLVFDVH

E\ DFNQRZOHGJLQJ WKH UROH LQFUHDVHG
HOHFWULFLW\ DFFHVV SOD\V LQ SURWHFWLQJ
KHDOWKDQG¿JKWLQJSRYHUW\
³7KH R̆JULG UHQHZDEOH VHFWRU
SOD\VDQGFRQWLQXHVWRSOD\DWUHPHQ
GRXVUROHLQHQDEOLQJVHUYLFHVVXFKDV
DFFHVV WR D̆RUGDEOH DQG HOHFWUL¿HG
KHDOWKFDUHDQGZDWHUSXPSLQJVHUYLF
HVLQWKHPDMRULW\RIWKH$IULFDQFRXQ
WULHV´ DFFRUGLQJ WR WKH SROLF\ EULHI
ZKLFKVWUHVVHVWKDWWKHUROHRIHOHFWULF
LW\DFFHVVLQVFKRROVSRZHULQJGLJLWDO
WRROV DQG SURPRWLQJ GLJLWDO OLWHUDF\
DOVRKHOSVLPSURYHKHDOWKRXWFRPHV

MORE REGULATORY
CERTAINTY NEEDED
$ERYHDOOWKHR̆JULGVHFWRULVORRNLQJ
IRUPRUHFHUWDLQW\LQWHUPVRIRSHUDW
LQJFRQGLWLRQVIRUWKHVHFWRULQRUGHU
WR DWWUDFW PRUH LQYHVWPHQW VXFK DV
HTXLW\ ¿QDQFLQJ ZKLFK KDV IDOOHQ
,QYHVWRUV KDYH EHFRPH PRUH UHOXF
WDQWWRIXQGWKHVHFWRUDWDWLPHZKHQ
HPHUJHQF\ ¿VFDO PHDVXUHV UHODWHG WR
WKH LPSDFW RI WKH SDQGHPLF VXFK DV
WHPSRUDU\FKDQJHVLQ9$7DQGRWKHU
WD[HVKDYHPDGHDVVHVVPHQWVRIUHY
HQXH VWUHDPV DQG SUR¿WV GL̇
FXOW WR
DVVHVV
³7R DFKLHYH WKLV JRYHUQPHQWV ZLOO
KDYH WR HQVXUH ZRUNLQJ IUDPHZRUNV
DQG PRELOH QHWZRUN VWDQGDUGV DOLJQ
ZLWKWKHPLQLPXPLQYHVWPHQWSHULRG
7KDWLVWRVD\JRYHUQPHQWVQHHGWREH
FRQVLVWHQWDQGQRWLPSRVHFKDQJHVLQ
VKRUWWLPHSHULRGV´VD\.XNHHUDDQG
%URSK\
7KDWH[WHQGVWRHQVXULQJVLPLODUUH
DVVXUDQFHIRULQYHVWRUVUHJDUGLQJWKH
EXVLQHVVIUDPHZRUNIRURWKHUVHUYLFHV
ZLWK ZKLFK 3$<* VRODU V\VWHP VDOHV
DUH GHSHQGHQW VXFK DV PRELOH PRQ
H\ VPDUW PHWHULQJ DQG ,QWHUQHW RI
7KLQJV ,R7 
³,QYHVWPHQWV LQ VRODU SURGXFWV DUH
DWWUDFWHG E\ WKH SURPLVH WKDW WKHUH
LVDVXLWDEOHFRQQHFWLRQPHWKRGRORJ\
IRUDPLQLPXPSHULRGOLNH¿YH\HDUV
+HQFHFRQVLVWHQWPRELOHPRQH\,R7
DQG PRELOH QHWZRUNV UHJXODWLRQV DUH
FULWLFDO´WKH\VD\Q

Africa Energy Yearbook

2022

69

2̆JULGLQYHVWPHQW

KEEPING THE
FUNDS FLOWING
INTO AFRICA’S
OFFGRID
PROJECTS
,QQRYDWLYH¿QDQFLQJVROXWLRQVDUHKHOSLQJ
LQYHVWPHQWWRNHHSÀRZLQJLQWR$IULFDQ
R̆JULGUHQHZDEOHVSURMHFWVGHVSLWHWKH
GL̇
FXOWRSHUDWLQJHQYLURQPHQW
³,W¶VQRZGUDPDWLFDOO\
PRUHD̆RUGDEOHWR
SRZHUDKRPHZLWKD
VRODUV\VWHPWKDQWR
H[WHQGWKHHOHFWULFDO
JULG´

F

UHVK IXQGLQJ IRU R̆JULG
solar projects in Africa
has been more costly and
harder to come by in the
last two years than it was
prior to the Covid pandemic, but that
doesn’t mean investors are shunning
a sector which is one of the main
drivers for economic growth, social
improvement and a switch to clean
energy.
A number of sizeable investments
and fund-raising initiatives emerged
LQWKH¿UVWKDOIRIZKLFKXQGHU
line the potential for a return to rapid
growth given the right conditions.

SUN KING INJECTS
NEW OFFGRID
FUNDING

For example, private-equity backed
VRODU ¿UP 6XQ .LQJ RQH RI WKH
ZRUOG¶VODUJHVWR̆JULGKRXVHKROGVR
lar products providers, said in April
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LW KDG UDLVHG  PLOOLRQ LQ VHULHV
' IXQGLQJ WR GHOLYHU R̆JULG HQHUJ\
technologies across Africa and Asia.
The latest funding round was led
by BeyondNetZero, the climate investing venture of General Atlantic.
M&G Investments’ Catalyst and Arch
Emerging Markets Partners also parWLFLSDWHG7KLVIXQGLQJDGGHGWR
million in equity and debt funding
SUHYLRXVO\UDLVHGE\6XQ.LQJ
“It’s now dramatically more affordable to power a home with a solar
system than to extend the electrical
grid: for less than the cost of a single electrical pole, we can install an
entire solar energy system in-home.
This funding will further unlock our
ability to scale this revolution to the
1.8 billion people who need these
products today, and the next billion
ZKRZLOOQHHGWKHPWRPRUURZ´6XQ
.LQJFRIRXQGHU$QLVK7KDNNDUVDLG
The Nairobi-based company – for-

merly known as Greenlight Planet –
SODQVWRXVHPLOOLRQRIWKHODWHVW
funding to expand its pay-as-you-go
(PAYG) solutions and introduce the
capability for customers to attach
more power-hungry appliances, such
as refrigerators, to their solar systems, in addition to lights, mobile
phones and small home appliances
including TVs.
6XQ.LQJVD\VLWDFFRXQWVIRUPRUH
than a third of global industry-wide
PAYG revenues, and has sold prodXFWV LQ RYHU  FRXQWULHV LQFOXGLQJ
.HQ\DZKHUHLWHVWLPDWHVLWKDVEHQ
H¿WWHGPLOOLRQSHRSOHRYHUWKHODVW
GHFDGH 6XQ .LQJ DOVR VD\V LWV XVHU
base in Nigeria has tripled in the past
\HDU UHÀHFWLQJ WKDW FRXQWU\¶V VWDWXV
as a new hotspot for PAYG solar services. The company also has a presence in several other African countries including Uganda, Tanzania and
Zambia.

AFDB’S BLENDED
FINANCE INITIATIVE
6XQ.LQJKDVEHHQDEOHWROHYHUDJHLWV
leading position in the sector to raise
funds from the private sector. However, publicly funded institutions,
including foreign government donor
vehicles and multilateral development banks (MDBs) have played a
crucial role in supporting the sector
during the pandemic. In this regard,
EOHQGHG¿QDQFH±PRELOLVLQJIXQGLQJ
from both public and private sectors
– is proving to be important.
,Q 'HFHPEHU  WKH $IULFDQ
Development Bank (AfDB) launched
D¿YH\HDUPEOHQGHG¿QDQFHLQ
itiative to provide relief and recovery
capital to energy access businesses,
supporting them through and after
the pandemic. Financial close was
UHDFKHG RQ ¿QDQFLQJ DJUHHPHQWV
IRU D P FRQFHVVLRQDO LQYHVWPHQW
IURP WKH $I'%PDQDJHG 6XVWDLQD

EOH (QHUJ\ )XQG IRU $IULFD 6()$ 
LQ$XJXVW7KHORDQDJUHHPHQWV
WR ¿QDQFH WKH HVWDEOLVKPHQW RI WKH
&RYLG2̆*ULG5HFRYHU\3ODWIRUP
&53  ZHUH VLJQHG ZLWK IXQG PDQ
agers Lion’s Head Global Partners,
7ULSOH -XPS DQG 6RFLDO ,QYHVWPHQW
Managers and Advisors.

REPP FUNDS
MADAGASCAR SOLAR

The potential for carefully targeted
support to make a major contribution to emissions reductions while
DOVR SURYLGLQJ R̆JULG DFFHVV LV HYL
dent in the deployment of hybridised
solar PV at three heavy fuel oil (HFO)
plants in Madagascar. This was made
SRVVLEOH E\  PLOOLRQ EULGJH ORDQ
WR GHYHORSHU /,'(5$ *UHHQ 3RZHU
IURP WKH 5HQHZDEOH (QHUJ\ 3HUIRU
PDQFH 3ODWIRUP 5(33  D 8. JRY
ernment-funded programme supporting the development of Africa’s
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small-scale and distributed renewaEOHHQHUJ\PDUNHW5(33LVPDQDJHG
E\&DPFR&OHDQ(QHUJ\D8.EDVHG
specialist climate and impact fund
manager.
Madagascar currently relies on
imports of costly and polluting HFO
and diesel as feedstock for plants that
SURYLGHRIDOOLWVSRZHUUHTXLUH
ments. That means one of the world’s
poorest countries has some of the
world’s highest electricity costs and

is highly vulnerable to supply chain
interruptions.
By building solar farms close to the
HFO plants, renewable energy can
substitute for HFO when it is available, helping to both diversify and
clean up Madagascar’s power sector.
,QWKHFRXQWU\VHWDFRQGLWLRQDO
nationally determined contribution
1'&  WDUJHW RI D  UHGXFWLRQ LQ
JUHHQKRXVHJDVHPLVVLRQVE\
The loan, which helped cover EPC

³5(33KDVEHHQLQVWUXPHQWDOLQGHYHORSLQJ
DWKULYLQJDQGGHSHQGDEOHPDUNHWIRUWKHUHJLRQ¶V
VPDOOVFDOHDQGGHFHQWUDOLVHGUHQHZDEOH
HQHUJ\VHFWRU´

FRVWV KDV DOORZHG /,'(5$ WR LQVWDO
0:DQG0:RIVRODU39SDQ
els at plants in Toamasina and MahaMDQJDUHVSHFWLYHO\:RUNWRLQVWDOOD
IXUWKHU0:DWDWKLUGSODQWQHDU
'LHJR LV EHLQJ FRPSOHWHG LQ 
The intention is that by proving the
FRQFHSW WKLV ¿UVW SKDVH ZLOO PREL
lise funding from other investors to
back further expansion. The plan is
WREXLOGDWRWDORI0:0:DQG
 0: RI VRODU 39 FDSDFLW\ DW WKH
Diego, Mahajanga and Toamasina,
plants respectively.
5(33 VD\V LW KDV VR IDU SURYLGHG
clean energy access to more than 1
PLOOLRQ SHRSOH LQ VXE6DKDUDQ $IUL
FD YLD  UHQHZDEOH HQHUJ\ SURMHFWV
ZLWK  0: WRWDO FDSDFLW\ DFURVV
FRXQWULHVZLWK PLOOLRQRIFDS
ital contracted. Investments include
solar mini-grids, solar home systems,
isolated grid projects (metro grids),
onshore wind and run-of-river hydro
projects. These investments have reVXOWHGLQDYRLGDQFHRIWRQQHV
RI &2 HTXLYDOHQW LQ HPLVVLRQV
5(33 VD\V LW H[SHFWV LWV SRUWIROLR WR
H[SDQG UDSLGO\ UHDFKLQJ  0: RI
FDSDFLW\ E\ HQG ZLWK  SUR
MHFWVUHDFKLQJ¿QDOFORVH
Ben Hugues, Investment Director
DQG 5(33 /HDG DW &DPFR VDLG LQ
May that while passing one million
connections was a huge achievement
IRU5(33VRPHPLOOLRQSHRSOHLQ
6XE6DKDUDQ$IULFDVWLOOGLGQRWKDYH
DFFHVVWRHOHFWULFLW\³5(33KDVEHHQ
instrumental in developing a thriving
and dependable market for the region’s small-scale and decentralised
renewable energy sector. Now we just
QHHGWRVFDOHLWXSE\WLPHV´KH
said.

MICROSOFT REC
PURCHASES FUND
DRC MINI GRID
7KH WDVN RI EULQJLQJ R̆JULG HQHUJ\
to some parts of the continent is also
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being facilitated by the renewable
HQHUJ\ FHUWL¿FDWH 5(&  PDUNHW $
good example is Microsoft’s purchase
RIVRFDOOHG35(&VWRKHOSIXQGWKH
GHYHORSPHQWRIWKH0:1XUXVR
lar-powered mini-grid in Goma, in
WKH HDVWHUQ 'HPRFUDWLF 5HSXEOLF RI
Congo.
35(&V DUH D W\SH RI 5(& LVVXHG
E\ 86EDVHG (QHUJ\ 3HDFH 3DUWQHUV
(EPP), an organisation which seeks
WROHYHUDJHFOLPDWH¿QDQFHVROXWLRQV
WRVXSSRUWSHDFHLQDUHDVD̆HFWHGE\
YLROHQWFRQÀLFW$5(&UHSUHVHQWVWKH
environmental attributes of the genHUDWLRQRI0:KRIHQHUJ\SURGXFHG
by renewable sources, which can be
XVHG E\ WR R̆VHW DJDLQVW HPLVVLRQV
from the holder’s energy usage using
other sources.
(33 KDV GHYHORSHG 35(&V WR
support renewable energy projects
LQ SRRUO\ HOHFWUL¿HG IUDJLOH DQG YXO

nerable countries. Microsoft’s initial
35(& SXUFKDVH LQ  IXQGHG
installation of streetlights connected to Nuru’s minigrid. The second
SXUFKDVH DQQRXQFHG LQ 0D\ 
VXSSRUWV  ¿UVWWLPH HOHFWULFLW\ FRQ
nections to the grid for households,
businesses, and social institutions,
as well as additional streetlights.
The purchase also contributes to
WKH IXQGLQJ 1XUX¶V QHZ  0: VR
lar metro-grid anticipated to serve
QHDUO\  GLUHFW EHQH¿FLDULHV
in Goma. Both Microsoft purchases
ZHUH IDFLOLWDWHG E\ 'HJUHHV D FOL
mate solutions provider
These two mini grids combined,
when complete, will be one of the
ODUJHVWR̆JULGPLQLJULGVLQ6XE6D
KDUDQ$IULFDEHQH¿WLQJSHR
ple and raising the average electricity
UDWHIURPWRDURXQGDFFRUG
ing to EPP.

7KHR̆JULGVHFWRUZLOOQHHGWR
EHQH¿WIURPIXUWKHULQQRYDWLYH
LQYHVWPHQWVWUDWHJLHVLIWKHWDUJHW
RIXQLYHUVDOHOHFWULFLW\DFFHVVLVWR
EHPHW
The worst of the Covid pandemic
may be over, but with the Ukraine
crisis’ impact on the global trade
producing new challenges for fragile
$IULFDQHFRQRPLHVWKHR̆JULGVHFWRU
ZLOO QHHG WR EHQH¿W IURP IXUWKHU LQ
novative investment strategies if the
target of universal electricity access is
to be met. Q
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Geothermal energy

KENGEN TARGETS
EAST AFRICAN
GEOTHERMAL
OPPORTUNITIES
Once considered prohibitively expensive,
geothermal energy is gaining in prominence
as part of the global energy transition. Having
successfully begun to tap their own country’s
UHVRXUFHV.HQ\DQ¿UPVDUHQRZWDUJHWLQJ
projects across the region, writes Amine Dinar

Kenya has moved
quickly to establish itself
as the world’s seventh
largest producer of
geothermal energy.
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eothermal energy is a
fundamental resource
which is at the centre
of Kenya’s energy policy and East Africa’s
energy transition.
Geothermal energy uses heat from
reservoirs of hot water below the
Earth’s surface to generate electricity.
To extract it, wells are drilled into underground reservoirs to tap steam and
hot water which is brought to the surface and goes into a turbine to make
electricity.

Having gained experience in the
home market – which, sitting atop
the Great African Rift, is blessed with
JHRWKHUPDOUHVRXUFHV±.HQ\DQ¿UPV
are now being enlisted for geothermal energy projects throughout the
region.
At the end of November, Kenya
Electricity Generating Company (KenGen) started drilling geothermal wells
in Djibouti in a bid to reduce the country’s dependence on imported electricity and fuels and meet the increasing
demand for energy from large-scale

developments including urban, port
and industrial infrastructure.
For Djibouti, devoid of fossil resources, power generation is an issue
of economic and social development,
but also a matter of national sovereignty in an unstable region. Following Kenya’s lead, Djibouti has estabOLVKHGWKH2''(* 'MLERXWLDQ2̇
FH
of Geothermal Energy Development),
whose mandate includes removing
upfront costs and reducing risks for
infrastructure, surface exploration
and drilling as well as promoting di-

While Kenya is the
African leader, the same
geological features exist
in other countries along
the Great Rift.

rect uses of geothermal energy and
developing skilled labour.
Djibouti has geothermal reserves of
500-1000 MW, according to ODDEG,
roughly the equivalent of what Kenya
injects into its national grid each year
from geothermal power.

GEOTHERMAL’S RISE

Until now, geothermal technology
has received less attention than other technologies at the forefront of the
global energy transition, including solar and wind power.
,WDO\ZDVWKH¿UVWFRXQWU\WRJHQHU
ate electrical power from geothermal
energy in 1904 and in Africa, geothermal explorations began in Uganda
and Kenya in the 1950s. But the potential of geothermal energy was long
neglected due to its relatively high
cost compared to other available energy sources, the persistence of fossil

fuel development, and because it only
RFFXUVLQVSHFL¿FORFDWLRQV
However, the Cop26 conference in
Glasgow in November 2021 has led to
a renewed focus on the transition to
clean energy and the importance of
using all available sources of energy to
move away from fossil fuels as quickly
as possible. Proponents say that geothermal technology has several major
advantages.
Unlike wind or solar, geothermal
power plants produce power consistently, regardless of weather conditions and even well into the night, says
Paul Brophy, president and principal
geologist of EGS, a development and
exploration company.
Critics point to the impact of noise
pollution on conservation tourism,
the potential of projects to unleash
local seismic activity including earthquakes, and the necessity of clearing

View of the
Olkaria IV
geothermal
power plant near
the Rift Valley
town of Naivasha,
Kenya.

Africa Energy Yearbook

2022

75

Geothermal energy

A strong institutional
framework for the
energy sector is another
essential element that
led to a successful
development of
geothermal energy
in Kenya.

vast areas of land for development
– in Kenya, pastoral Maasai communities have been displaced by the expansion of the giant Olkaria project.
Still, Kenya, the region’s largest
generator of electricity, has moved
quickly to establish itself as the
world’s seventh largest producer of
geothermal energy. Through KenGen,
which produces 85% of the country’s
geothermal energy, the country now
has an installed capacity of 823 MW,
compared to the 2,555 MW of the industry leader, the US. Kenya relies on
geothermal steam for 38% of its power, according to the BBC.
When the current 86 MW expansion at Olkaria is complete, the
overall project will have a capacity
of 791.5 MW, enabling it to produce
about 27% of Kenya’s energy.

CREATING AN
ENABLING
ENVIRONMENT

The focus on geothermal is part of
Kenya’s wider push in renewables,
which also embrace hydroelectricity
and solar and now account for more
than 90% of its energy.
The country’s success can partly be
explained by the fact that it took advantage of its geographical location
on the eastern branch of the Great
Rift. Yet even with an advantageous
location, there is a substantial risk in
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Above:
Geothermal
power plant in
Menengai Crater,
Nakuru, Kenya.
Right: Thermal
spring at lake
Bogoria, Kenya.

timing and cost associated with the
early phases of geothermal development.
³,W WDNHV ¿YH \HDUV WR EXLOG D JHR
thermal power plant, each well costs
P DQG ¿QGLQJ UHVHUYHV LV D ULVN\
bet in the sense that results are not
always guaranteed,” says Brophy.
In a bid to make this challenging
environment more attractive to explorers, Kenya has improved its geothermal energy application system
and created enabling conditions for
geothermal energy development.
.HQ\D XVHG SXEOLF ¿QDQFH WR DWWUDFW
private investment in geothermal,

explains Ralph Nyakabwa-Atwoki, a
geothermal expert and technical director at Sustenersol Uganda.
A strong institutional framework
for the energy sector is another essential element that led to a successful
development of geothermal energy in
Kenya, he says. The Geothermal Development Company (GDC) was established by the Kenyan government
LQVSHFL¿FDOO\WRXQGHUWDNHWKH
exploration and development of geothermal resources, leaving geothermal power generation to KenGen.
By carrying out the initial phases
of projects, GDC assumes the initial

exploration and development risks
which open the prospect of public
and private participation in later
stages of geothermal development.
Through its state-owned corporation, the Kenyan government absorbs
VRPHRIWKHXSIURQWULVNDQG¿QDQFHV
the exploration phase to then allow
the exploitation of steam reserves by
private companies.

REGIONAL
CUSTOMERS

The regional market for geothermal
and other renewable energy sources
remains vast. East Africa has one of
WKH ORZHVW HOHFWUL¿FDWLRQ UDWHV LQ WKH
world, with less than a quarter of the
population having access to electricity. Driven by strong partnerships,
East African countries are substantially increasing the share of renewables
in their electricity production.
Still, due to the length of the project
development cycle and development
costs, geothermal energy is not likely
WRR̆HUDTXLFN¿[WRWKHUHJLRQ¶VSRZ
er generation problems, but it can be
part of a long-term generation strategy.
While Kenya is the African leader,
the same geological features exist in
other countries along the Great Rift.
Ethiopia has made heavy investments
to explore geothermal energy and
KenGen, as part of its expansion plan,
has secured two drilling contracts
there. KenGen already operates 22
wells in Ethiopia alongside its DjiERXWLH̆RUWV6HYHUDOFRXQWULHVLQWKH
region show interest in geothermal
energy but for most, the technical and
institutional capacity to implement
geothermal energy development proMHFWVUHPDLQVLQVẊ
FLHQWDVGRHVWKH
political will to enable a major policy
shift. With its supportive policies and
institutions, and the successful generation of power at home, Kenya could
play an increasingly prominent role in
the regional geothermal sector. Q
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Sustainable development

GABON PLOTS
FOREST PATH TO
SUSTAINABLE
DEVELOPMENT
With 88% of its surface occupied by rainforest,
Gabon is in a strong position to develop its
green economy. Jack Dutton reports on the
country’s plans to pursue a conservation-led
development path

L

e Fromager, French for
“the cheesemaker”, is a
tree named after its soft
wood, which is used in the
manufacturing of cheese
boxes. The tree is one of the tallest in
Gabon’s rainforests, and is also considered one of the most sacred. Spanning up to 65 metres tall, the trees are
considered by some Gabonese tribes
as a conduit between the living and
the spiritual world.
The spiritual discipline of Bwiti
combines worship of ancient forest spirits with elements of Christianity. In some villages, people are buried
at the foot of the tree to ensure their
passage into the afterlife. When a
woman gives birth to twins, seeds of
the tree are planted in the front and
back of her house, so that the cheesePDNHUFDQJURZDQGÀRXULVK
The cheesemaker is just one species
of tree that makes up Gabon’s tropical
rainforest, which is one of the most
biodiverse in the world. It covers 88%
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of Gabon’s landmass, and makes up
part of the Congo Basin. The basin is
arguably the world’s most important
carbon sink, after it was announced in
July that the Amazon is now emitting
more CO2 than it is absorbing.

CARBON COUNTING

Vincent Medjibe is on a mission to
measure Gabon’s forests tree by tree
to measure how much carbon they
can capture. Medjibe is the managing
coordinator of the Natural Resources Inventory Project (NRI) in charge
of carbon accounting at the national
scale in Gabon, which helps guide the
government’s national development
plan.
“The goal is to set up a network of
500 permanent plots across the country and the size of each permanent
plot is one hectare, 100 metres by
100 metres,” says Medjibe. His team
measures each tree and records the
GL̆HUHQWVSHFLHVLQHDFKSORW2QDYHU
DJHDSORWKDVGL̆HUHQWWUHHVSH

cies in it. The diameter and height of
each tree is measured, and from that
Medjibe can calculate the total weight
and the carbon it can sequester.
“The carbon that is in the tree varies
from species to species,” he says. “The
wood density is really the parameter
that explains that variability in terms
of carbon in each individual tree.”
The national project, which started in 2012, will help Medjibe’s team
know roughly how much carbon Gabon’s rainforest can absorb from the
atmosphere per hectare per year. As
well as data on emissions factors,
Gabon has data on above and below-ground biomass, soil carbon and
coarse woody debris, Medjibe says.
“This is why Gabon really provides
a good example that other countries
in Central Africa, and even across the
world, can use. To my knowledge, it’s
WKH ¿UVW FRXQWU\ LQ $IULFD WR KDYH D
network of permanent forest plots,”
he says.
Medjibe has been working with the
African Conservation Development
Group (ACDG), a private sector operator that focuses on conversation-led
development, eco-tourism and green
¿QDQFLQJ 7KH\ DUH ZRUNLQJ ZLWK
Gabon’s government to develop the
country’s carbon pricing system.

GRANDE MAYUMBA

ACDG is also working on a number
of conservation and development
projects. It holds long-term rights to
sustainably develop 731,000 hectares
of forest and savannah in Nyanga
Province, southern Gabon. The project, known as Grande Mayumba, will
conform to Gabon’s sustainable development law. It will see more than
$160m invested in commercial activities and infrastructure in the area, and
is expected to create between 2,400
and 4,000 jobs, according to Josh
Ponte, ACDG’s creative director. At
least 700 of these will be in forestry,
and there will also be employment
DFURVV ¿HOGV LQFOXGLQJ DJULFXOWXUH

infrastructure and tourism. ACDG is
looking to transform the region with
an urban infrastructure plan with a
small industrial zone, and an aggregate quarry.
After ACDG secures rights to develop land, it analyses the landscape
using a combination of in-house and
external experts, including academics
from the London School of Economics
(LSE) and the University of Sterling.
After it has determined a sustainable
development plan, it raises capital
and begins developing the landscape
in a way designed to minimise its carbon emissions, Ponte says.
Gabon has limited annual deforestation to less than 0.1% over the last
three decades, and it has mainly been
able to do this because of oil revenues
supporting the economy. Development typically causes environmental
degradation and raises emissions, but
Ponte says ACDG’s projects are focused on conserving the environment
and lowering emissions.
Current stored carbon in the
Grande Mayumba has been measured at 435m tonnes, and ACDG says
its integrated land use plan will save
85m tonnes of CO2 over 10 years and
200m tonnes over 25 years. By 2030,
the agribusiness from the project is
predicted to produce 1,000 head of
cattle and 228,000 tonnes of sugar,
which can also be used to make biomass to turn into green energy. ACDG
is also looking at using hydropower to
help power its agribusiness, Ponte
says.
“This is optimised multi-industrial
land use, with a social development
component, all tested against the
[UN] SDGs [sustainable development
goals],” Ponte says, adding that it
also uses other metrics to determine
ZKHWKHUWKHSURMHFWEHQH¿WVWKHORFDO
community as well as the environment.

EHOLHYHV LV WKH ¿UVW OX[XU\ HFRORGJH
HPEHGGHG LQWR D VFLHQWL¿F UHVHDUFK
station. ACDG looks to merge ecotourism with “an interactive museum”
in Loango National Park in Western
Gabon. It is one of the most biodiverse regions of the country, and
KRPH WR DQLPDOV LQFOXGLQJ EX̆DOR
elephants, hippos, and olive ridley
VHDWXUWOHVDQGKXPSEDFNZKDOHVR̆
the coast.
,WZLOOEHWKH¿UVWRIDSODQQHGQHW
work of lodges the organisation intends to establish in Gabon’s national
parks. Ponte says that at Petit Loango,
there will be an “interface space between the tourists and the scientists”.
“So you would go to the bar, and
you’ll end up sitting with the guy who
is actually studying the local humpback whales or changes to carbon in
the forest landscape,” Ponte says. The
pandemic has posed challenges. Ponte says ACDG is doing some research
on the tourism market before deciding when to go ahead with the development.
“We think, in real terms, it should
open by the end of 2023. We had it
earmarked to open at the end of 2021,
but we think there’s no need to push it
at that rate. We’ve done the whole of
the back of house, so it’s the front-ofhouse building that needs to go on.

It’s probably a year’s job. We can trigger it at any time.”
There will be 20 rooms at the lodge,
made with timber that is sustainably
sourced, Ponte says.

Below: A motor
boat on a river in
the Fernan Vaz
(Nkomi) Lagoon area
of Gabon’s Loango
National Park.

CARBON BONDS

ACDG funds these projects through
a number of sources, including sovereign wealth fund investment and
bond issuances. But it has also been
GHYHORSLQJ JUHHQ ¿QDQFH VWUXFWXUHV
such as carbon credits, for which Ponte says there is a “huge appetite”.
“We’ve worked very, very hard to
SXW WRJHWKHU ¿QDQFLDO LQVWUXPHQWV
that have a carbon component that
makes sense in the market. And we
are strongly of the belief that one of
those will come to pass over the next
short period of time,” he says.
With the data to monitor carbon
sequestration and potentially make
FRQVHUYDWLRQSUR¿WDEOH0HGMLEHVD\V
other nations could learn from Gabon’s approach to its forests. But he
acknowledges that if Gabon fails to
WUHDG WKH ¿QH OLQH EHWZHHQ GHYHORS
ment and conservation, it could come
at a great cost.
“It’s a big deal for us because if we
make just a small mistake then what is
happening in the Amazon will happen
right here.” Q

ECO-LODGES

ACDG is also working on what Ponte

Africa Energy Yearbook

2022

79

Last Word

ONE RULE
FOR THEM?
Hydrocarbons-related projects across the globe
DUH¿QGLQJLWKDUGHUWRJHWDKHDULQJWKHVHGD\V
But, asks James GavinLV$IULFDEHLQJKHOGWR
GavinLV$IULFDEHLQJKHOGWR
WRXJKHUVWDQGDUGVWKDQRWKHUSDUWVRIWKHZRUOG"

S

tricter environmental,
social and governance
(ESG) monitoring is
PDNLQJ WKH ¿QDQFLQJ
of hydrocarbons ever
more challenging, even in a climate
where the global call on oil and gas
has spiked this year – and Opec is
VWUXJJOLQJWR¿OOWKHJDSOHIWE\DEVHQW
Russian barrels.
For international oil and gas companies, many of whom are in the
process of transitioning away from
fossil fuel reliance, the terrain is getting increasingly treacherous. They
continue to make easy targets for
protestors, and the public’s sympathy for their predicament is limited
– particularly while high commodity
prices are translating into sizeable
revenue streams and, in the case of
WKHPDMRUVERRPLQJSUR¿WV
This is having consequences. In
the UK, the Conservative government
announced in May a windfall tax on
oil and gas companies active in the
UK North Sea that was twice as high
as anything the opposition Labour
party was initially proposing.
Internationally, the world’s G7
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group of industrial economies have
agreed to halt funding any fossil fuel
developments from the end of this
year. According to a G7 communique
agreed on 27th May, all taxpayer
funding for oil, gas and coal projects
overseas will be stopped.
Africa is now central to the debate,
EHLQJ DVNHG WR VDFUL¿FH SRWHQWLDO
growth industries before they have
even got underway, even though the
continent’s carbon footprint is a tiny
fraction of the global total. That feeling among many Africans that they
are being held to a higher standard
than major CO2 emitters in mature
markets is not going away.
For hydrocarbons sector newcomers like Tanzania and Uganda, the
timing of this pressure is proving less
than opportune. Their ambitions to
develop resources for export are facing ever greater challenges. Reuters
reported in mid-May that Deutsche
%DQN ZRXOG QRW EH ¿QDQFLQJ WKH
planned $3.5 billion East African
Crude Oil Pipeline (EACOP) from
8JDQGD¶V RLO¿HOGV WR WKH 7DQ]DQLDQ
coast that environmental campaigners say would displace thousands of

families and disrupt the environment. Germany’s largest lender had
come under pressure to clarify its
VWDQFHRQWKH¿QDQFLQJDVPDQ\PD
jor banks and insurers had already
pulled out of the EAOP project.

LEGAL CHALLENGES
INTENSIFY
7KHFKDOOHQJHIDFLQJWKH¿QDQFLQJRI
African hydrocarbons projects was
put in stark relief, when, in early
2022, a UK court considered the legal implications of the Paris climate
change agreement on government
support for fossil fuel production. A
judicial review brought by environmental group Friends of the Earth
(FoE) challenged the decision of UK
Export Finance (UKEF), an export
credit agency, to provide up to $1.15
bn in export credit support in relaWLRQ WR WKH $UHD  OLTXH¿HG QDWXUDO
gas (LNG) facility in Mozambique.
Under the Paris agreement, interQDWLRQDO ¿QDQFH ÀRZV DUH UHJDUGHG
as critical to the strengthened response to climate change and should
be consistent with a pathway towards
low greenhouse gas emissions and
climate-resilient development.
FoE argued that this project would
be inconsistent with that objective,
noting that the construction phase of
the LNG project alone would increase
the greenhouse gas emissions of Mozambique by up to 10%. Furthermore,
emissions from the gas when burned
by end users would add around 116m
tonnes of CO2 equivalent per year
– similar to total annual emissions
from the aviation sector for all EU
member states combined, according
to the environmental group.
But perspective is needed here. For
its part, Mozambique would argue
that the 13m tonnes a year Area 1 proMHFW±WKHFRXQWU\¶V¿UVWRQVKRUH/1*
development – will have a transform-

ative impact on its struggling economy, which currently produces a tiny
amount of greenhouse gas emissions.
Or to look at it another way, as one
VRXWKHUQ $IULFDQ ¿QDQFLHU UHFHQWO\
put it, while 1.4bn Africans generate
about 4% of the world’s emissions,
the same number of Chinese generate
about 30% of the world’s emissions,
VRLW¶VKDUGO\DOHYHOSOD\LQJ¿HOG
Meanwhile, FoE and other environmental groups appear less exercised by gas expansion plans of the
US, for example, which has 27 GW
RI QHZ JDV¿UHG SRZHU FRPLQJ RQ
stream in the next three years. Mozambique, by contrast, is building
just one power plant with less than
KDOIDJLJDZDWWRIJDV¿UHGSRZHU<HW
it is Maputo that has found its ability
to tap concessionary funding facing
legal obstacles.
The court eventually dismissed
)R(¶V FDVH H̆HFWLYHO\ VLGLQJ ZLWK WKH
view that the project would do more
good than harm overall. As one of the
judges in the case noted in his ruling,
if ECAs were not allowed to fund any
fossil fuel projects this would perpetuate “the classic injustice that developed
countries have had the advantage of
developing their fossil fuels, but seek to
prevent their under-developed neighbours from securing the same advantage, condemning developing countries to continuing poverty”.
The policy question is whether
(&$V GHYHORSPHQW ¿QDQFH LQVWLWX
tions and multilateral banks can coalesce around a generally accepted
consensus approach, which is that
carbon-intensive projects in very
poor countries should only be considered once all the alternatives have
been properly assessed. On paper,
that seems reasonable enough. But if
developed world schemes somehow
evade such strictures, that hardly
seems fair.

$IULFDLVQRZEHLQJDVNHGWRVDFUL¿FHSRWHQWLDO
JURZWKLQGXVWULHVEHIRUHWKH\KDYHHYHQJRW
XQGHUZD\7KDWIHHOLQJDPRQJPDQ\$IULFDQVWKDW
WKH\DUHEHLQJKHOGWRDKLJKHUVWDQGDUGWKDQPDMRU
&2HPLWWHUVLQPDWXUHPDUNHWVLVQRWJRLQJDZD\
If Mozambique were to build a fertiliser plant, a strong case could be
made for making sure solar power
played a role and that would probably get funded relatively easily. But
natural gas would still be required as
back-up – as well as supplying feedstock for the fertiliser – to make it a
commercial proposition. If that put
LW RXW RI ERXQGV IRU ¿QDQFLHUV VXFK
SURMHFWV DUH XQOLNHO\ WR JHW R̆ WKH
ground.

IF IT’S GOOD ENOUGH
FOR THE WEST…

Western countries, looking at supply
shortages induced by the Ukraine crisis, are choosing to boost fossil fuel
production and exports, so it is no surprise if Africans look at their own hydrocarbons resources through a similar energy security lens. Why wouldn’t
African countries want to use locally
produced natural gas as the main
baseload complement to intermittent
wind and solar in the electricity system? But if there is now a consensus
that carbon-fuelled projects in poor
countries will only be sanctioned if
all alternatives have been exhausted,
how will this play out?
Clearly there is scope for policyPDNHUV DQG ¿QDQFH LQVWLWXWLRQV WR
examine credible alternatives. That
means taking a hard look at projects
or initiatives to decide whether they
can be developed without fossil fuels in a similar time frame and at a
similar cost, and whether they would

meet the required purpose.
But that is not always going to be
WKH FDVH 7KHUH¶V SOHQW\ RI H̆RUW EH
ing put into building out African
solar and wind power, both on- and
R̆JULG%XWWKHLGHDWKDWUHQHZDEOHV
can solve all the continent’s power
DQG LQGXVWULDO IHHGVWRFN GH¿FLHQFLHV
in the next decade seems somewhat
idealised.
The reality is that most of Africa
is urban and becoming more urban.
Industrialisation is unavoidable, and
gas is likely to have an important role
to play.
The past year has seen increased
interest in African upstream prospects, with those such as TotalEnHUJLHV¶ 9HQXV GLVFRYHU\ LQ R̆VKRUH
Namibia galvanising wider industry
interest. These gas developments
FRXOGGLVSODFHVLJQL¿FDQWDPRXQWVRI
more polluting coal in regional economies. That is likely to have a more
marked impact on curbing emissions
than thwarting new pipeline projects
like EACOP.
DFIs in the West will continue
to pursue alignment with the Paris
agreement. But the message from
parts of Africa is loud and clear that
this should not mean funding renewables only.
There is scope for a more nuanced
application of environmental, social
and governance (ESG) issues. It can
be argued that the “E” gets more priority than the “S” in Africa, but there
is no reason why this should be the
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(YHQLI$IULFDLV
VWDUYHGRIIXQGLQJ
IRUWUDGLWLRQDORLO
and gas projects, that
GRHVQ¶WDXWRPDWLFDOO\
PHDQLWZLOOPDJLFDOO\
EHSULRULWLVHGIRU
UHQHZDEOHVIXQGLQJ

case. The onus falls to a large extent to the sponsors of large energy
schemes to prove that they can delivHU PDMRU HFRQRPLF EHQH¿WV WKDW UH
VXOWLQDPXFKEURDGHUVRFLDOSD\R̆

RENEWABLES
FINANCING CONCERN

Another important point is that, even
if Africa is starved of funding for
traditional oil and gas projects, that
doesn’t automatically mean it will
magically be prioritised for renewables funding.
As the *OREDO /DQGVFDSH RI &OL
PDWH)LQDQFH report published
by think-tank Climate Policy Initiative notes, out of a total of $632
ELOOLRQ FRPPLWWHG WR FOLPDWH ¿QDQFH
LQ WKH ¿QDQFLDO \HDU  MXVW
EQ HTXLYDOHQW WR   ZHQW WR
VXE6DKDUDQ $IULFD ,W ¿QGV WKDW
around three-quarters of global cli-
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mate investments were concentrated
LQWKH(DVW$VLDDQG3DFL¿F:HVWHUQ
Europe, and North America regions,
while the remaining regions received
less than a quarter.
Private funding continues to benH¿W WKH ZHDOWKLHU FRXQWULHV &OLPDWH
investment in the economically advanced regions of Western Europe,
North America, and Oceania were
SULPDULO\ IXQGHG E\ SULYDWH ¿QDQFH
while other regions sourced their climate investments mostly from public
VRXUFHVWKHUHSRUW¿QGV
Indeed, the highest dependency on
SXEOLF¿QDQFH  ZDVREVHUYHGLQ
Sub-Saharan Africa, underpinning
the critical role of public institutions
and governments in driving climate
actions in economically constrained
and vulnerable countries, as well as
WKH LPSRUWDQFH RI XVLQJ SXEOLF ¿
nance strategically to further mobi-

lise private funds towards these territories.
Serious arguments can be made
that Africa’s hydrocarbons plans
should be exposed to greater scrutiny. Practical issues will need to be addressed, such as likely demand from
export markets.
For example, China’s next-generation ultra-high-voltage direct-current
transmission links will be able carry
heavy loads of renewable electricity
over long distances. That may erode
the urgency for sending oil and gas
long distances to Asia.
And if pressure groups are ultimately successful in curbing the
ÀRZ RI IXQGV WR $IULFDQ RLO DQG JDV
schemes, it will force local instituWLRQV WR EXLOG XS WKHLU ÀHGJOLQJ UH
sources.
The likes of African Export-Import Bank (Afreximbank) have been
prominent in backing major African
oil and gas development. Other forms
of funding can be made available.
The question is, will it be enough to
¿OOWKHVL]HDEOHJDSWKDWZRXOGEHOHIW
if western ECAs are prevented from
funding African projects?
The next year may go some way to
help answer that question. Q

Left: A wind
farm in south
africa, supplying
eco-friendly
electricity.
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