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Nigeria has launched a sweeping ¥4 trillion power sector reform programme aimed
at resolving longstanding structural weaknesses that have deterred private
investment and constrained economic growth. The initiative targets four interlocking
challenges: legacy debt resolution, accelerated metering expansion, subsidy
rationalisation, and rigorous tariff discipline — each of which has historically
undermined the commercial viability of the electricity value chain.

The debt resolution component is particularly significant. Nigeria's power sector has
accumulated substantial liabilities across generation, transmission, and distribution,
creating a cycle where distribution companies cannot pay generators, generators
cannot service gas suppliers, and investment stalls at every node. The ¥4 trillion
commitment is intended to break this payment chain dysfunction and restore
counterparty confidence — a prerequisite for attracting the private and foreign
capital that Nigeria needs to meaningfully expand generation capacity.

Metering expansion addresses a parallel problem: a large proportion of Nigerian
electricity consumers remain unmetered, enabling estimated billing practices that
suppress revenue collection and erode utility finances. Closing the metering gap is
expected to improve cash flow across the system and reduce the fiscal pressure that
has historically forced the government into repeated subsidy interventions. The
reform package pairs this with formal subsidy rationalisation, signalling a policy

Saga Advisory - Africa Energy Intelligence 1/3



intent to move toward cost-reflective tariffs — a condition that multilateral lenders
and independent power producers have long demanded before committing capital.

Tariff discipline is the fourth pillar and arguably the most politically sensitive. Nigeria
has repeatedly approved tariff increases only to reverse or delay them under social
pressure. The current reform framework attempts to embed tariff adjustment
mechanisms that are rules-based rather than discretionary, providing the revenue
predictability that generators and lenders require for bankable project structures. If
sustained, this shift would materially improve the investment case for both grid-scale
generation and the gas supply infrastructure that underpins it.

The broader macroeconomic context matters here. Nigeria's electricity deficit is
estimated to cost the economy several percentage points of GDP annually, as
businesses rely on expensive captive diesel and gas generation. A functioning grid
would reduce operational costs across industry and services, improve
competitiveness, and — critically for the energy sector — support the electrification
of oilfield service bases, LNG facilities, and pipeline infrastructure that currently
operate on self-generated power. The reform therefore has upstream and midstream
implications beyond the power sector itself.

Why this matters to partners and clients of Saga

Norwegian service companies with gas processing and monetisation
capabilities should monitor this closely, as credible power sector reform in
Nigeria strengthens the commercial case for associated gas utilisation
projects that feed domestic generation. Companies in the FPSO and modular
infrastructure space may find emerging opportunities in captive or
embedded power solutions tied to industrial and energy clients. The reform
also improves the broader investment climate, which reduces sovereign risk

perceptions for partners considering deeper Nigeria exposure.

PARTNER ANGLES

* LNG/Gas Processing: Improved gas payment discipline downstream could unlock
stranded associated gas monetisation projects feeding power generation, creating
opportunities for modular gas processing and compression providers.
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* FPSO/Floating Infrastructure: Offshore operators with captive power needs may
accelerate tie-ins to reformed grid infrastructure, reducing FPSO and platform self-
generation costs and improving project economics.

* Pipeline: Credible tariff reform strengthens the revenue case for gas transmission
pipelines supplying power stations, potentially reactivating stalled midstream pipeline

projects requiring engineering and construction partners.

* Drilling/Well Services: A more stable Nigerian investment climate following sector
reform may prompt IOCs and independents to advance drilling programmes previously
deferred due to fiscal and operational uncertainty.

* Subsea: Broader Nigeria reinvestment momentum driven by reform could support
deepwater project FIDs where associated gas offtake to domestic power represents a
key revenue stream justifying subsea development costs.
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