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1.0 BACKGROUND | |

The Senate at its plenary srttmgs of Tuesday the 25th JuIy, 2023
and Wednesday, the 2ist of February, 2024 respectrvely,
consrdered two motions on the “/Veeo’ to Halt rhe Proposed
'Inorease /n Tanﬁ’s by 11 Suocessor D[SCOs” and "The P/anned .
lﬂ/(e n E/ectﬂo/ty Tar/ﬁfs by the D/srr/but/on Compan/es of Mger/a -

(DISCOS), Am/dst the Er:onom/c Sltuaaon /n N ger/a “ After o

o exhaustwe dellberatlon on the motrons the Senate resolved
. _.amongst others to mandate the Senate Commrttee on Power to

| :(I)

@

engage tﬁe Federa/ Mmfster of Power the N/ger/an E/ect'r/crr.’y - |
| __.Regu/ato/y Comm/s.svon (NERC) and other stakeho/ders to o '_
| f'no’ a /ast/ng so/ut/on to tﬁe cha//enges facrng the E/eotrfaty_ | A

.S‘ector mc/ud/ng tﬁe need for eomprehensrve sea‘or reforms B

”7 Vesagate the over Two Tﬂ//lOﬂ /Va/ra subsrdy reqwrement IRt -
: as stated by the M/n/ster of Power to avoro’ the repeat of fl?e ol

- -fue/ S'UbSId)/ scenaﬂo and the statement made by the Hon -

(3)

(4)

-Mn/ster Wll'/) regarﬁ to the 1 3 tr//ﬁon /Va/ra the M/msm/ is |

owmg generat/ng companres and J 3 bf/ﬁon o’o//ars owed to '

'gas compan/es

mve.stgate the role of the anlst/y of Power NERC and |
Ziklagsis Networks Limited on their roles in the failed
agreement to provide ,orepa/'d meters and ensure M_’gerians
are not shortchanged; o

engage the Nigerian E/ectr/az‘y Regujatory Commission
(NERC) to come up with a lasting solution to the energy
billing system in the couotfy and other related issues;
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| (5) in vest/gate the Federa/ Government’s dfrect/ve and re/ease of :

funds for mass prepald metermg, |
(6) ensure the ]uaﬂraous ur/ﬁzatron of the 1 0 5 bf///on na/ra
penalty rmposed on DISCOS and |

(7) investigate the operatrons of D]SCOs tor ascertain the "burrent -

 status of meteﬂng and the extent of compﬁance wrth |

. re/evant /ega/ and regu/atory ﬁ'ameworks in service deﬁve/y )

The above resolutlons of the Senate were referred to the Senate

;Commrttee on Power vrde referral Ietters Nos NASS/JOS/R/01/44_ -
“dated 26th July, 2023, and NASS/10S/R/01/60- dated 227

| 'February, 2024 respectlvely, to conduct an mvestigatlve hearlng
: 'and to report back W|th rts recommendatrons

P@N@W%@Nﬁ

o Sen Enymnaya Abanbe ,
- Sen. Oyelola Yisa Ashiry - - Vice Charrman
‘Sen. Bamidele Michael Opeyemi ' Member
- Sen, Danjuma Goje © Member.
Sen. Yahaya Abdullahi Member
Sen, Adamu Aliero Member
‘Sen. Francis Fadahunsi " Member
Sen. Mpigi Barinada - Member
Sen. Patrick Ubah Member
10. Sen. Buhari Abdulfatai Member -
11, Sen. Umar Sadiq Suleiman Member
12. Sen. Agom Jarigbe Member
13. Sen. Isah Jibrin | | Member
14. Sen. Izunaso Osita Bonaventure Member
15.  Sen. Mohammed Tahir Monguno Member
16. Sen. Sunday Marshall Katung Member
17.  Sen. Ikra Aliyu Bilbis Member
18. Sen. Titus Tartenger Zam Member
19. Sen. Benson Friday Konbowei Member

-_MEMBERSHIP OF THE COMMI'ITEE
The Cornmrttee Members are R

o -.Charrman
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- 21,

24,

26,

3

,*‘SECRETARIAT OF THE coM MI'ITEE E
'-Mr : ,

Sen.

- iSeh._

Ipi'h_sagb_a Emmanuel Olajide .

Iretn nglbe

20. . Member
Sen. Akintunde Yunus Abiodun " Member
22, Sen. Udende Memga  -Member
23. Sen. Jiya Peter Ndalikali Member
Sen. Agadaga Benson Sunday “Member
25, .Sen. Imaseun Neda Bernards Member = -
6. Sen. Haruna Manu ‘Member
-27.. Sen. Mustapha Khabeeb ~Member
© 28. Sen. Fadeyi Oluwole Olub|y| ~“Member .
29.  Sen. Augustine Akobundu " Member
30.  Sen. Simon lalong Member
31 .Sen._-_.Anthony Ani Member
~32. ‘Sen. Tony Nwoye ~ Member
--'-;Member, |

Gldeon Zemo 'Com'm_it_tee_,CI'erk .

__'.'f3__.:0__-METHODOLOGY | ,_ | R
25 '-":Upon recelpt of the above mentloned referral the Commlttee_
-convened a meetlng to delrberate on the su:table Iegislatlve'--' -
' 'framework to accompllsh the mandate After dellberatlons |t was

: -resolved that

1. The .Commlttee should be‘g'uided in -its 'assignmeht by the -

p'rovi"si_ons of the Cohstituti_on, the Electricity_Act, 2023 (as
amended)_, the Legisla;tive Houses (Powers and 'Privileges)' Act;
the Senate Standing Orders, 2024 (As Amehd,ed); extant case
law and the resolution of the Senate aS conveyed to the
Committee vide referral letters Nos. NASS/105/R/01/44 dated
26th July, 2023, and NASS/JOS/R/0]/60 dated 22% February,

2024 respectlvely, ,

5({Page




.' 4_; The Commlttee should propose any other lnrtlatrve that would - K
"".j_'.enable rt dlscharge rts assrgnment in accordance wrth rts'

2. The Commlttee should invite the Honourable Mrnlster of Power |
the ngerlan Electrloty Regulatory Comm|55|ons and other .

'_stakeholders concerned with . the subject matter of the- ST

mvestlgatlon to appear before the Commrttee and ‘make

submlssrons that wrll assrst the Commlttee in carrymg out |ts'-_ | .

| a55|gnment

3 -’There should be wrde publioty |n electronlc and prmt medla | -
L 'regardlng the mvestlgatlve hearlng to enable concerned.- |
members of the general publrc attend and share therr vaews On,_ s

- the subJect matter of the rnvestlgatlon and

mandate under the resolutlon and rn compllance WIth relevant'
f"-substantrve and subsndlary leglslat|ons " |

:.STAKEHOLDERS | e SR
"'_In furtherance of the Commlttees resolutlon in. paragraph 3 0

| -~above the followrng stakeholders were |nv1ted for the heanng

| EN :Mlnlster of Power

N Nigerian Electncrty Regulatory Commrssron (NERC),
~dii.  Transmission Company of Nrgerla (TCN), '

iv.  Niger Delta Power Holding Company (NDPHC),
v. Central Bank of Nigeria;

vi. Bureau of Public Enterprise (BPE);

vii.  Nigeria Bulk Electricity Trading Company (NBET);
viil.  Generation Companies (GENCOs);

ix.  Distribution Companies of Nigeria (DISCOs),

X.  Dr. Sam Amadi (Former Chairman NERC):

Xi.  Manufacturers Association of Nigeria; _

Xil. EIectrrcrty Consumer Protection Advocacy Centre (ECPAC),
xiil. Nigeria Hotel Association (NHA);

xiv. Transmission Company of Nigeria (TCN\);

XV. Zlklagsrs Networks Limited;
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xvl. Nigeria Governors Forum (NGF), -
xvii. Association of Electricity Distributors (ANED); - -
'xvru Association of Power Generatlon Companres (APGC),

- xix. Nigeria Labour Congress

XX Chartered Instltute of Power Englneers (CIPEN)

L _Inwted stakeholders were requested to submlt 25 hard coples and
soft copres of therr memoranda (mcludmg an executlve summary) E

| to the Commlttee Secretarfat ahead of the Monday 29“‘ day of,,
Aprll 2024 Wthh was the scheduled date for the mvestlgatlvei o

'hearlng

. 5.0 |

PROCEEDINGS OF THE HEARING
.5 1 Opemng Sessnon

_,'5 1 1 | Chalrman 's Welcome Address '_ _ o
| In hrs welcome address the Chalrman of the Senate Commlttee on' |

',_Power, Senator Enyfnnaya Abanbe welcomed aIl stakeholders to . .

_. 'jthe mvestlgatlve hearmg and urged them to be concrse ll’l thelr_' " s

"'-jpresentation The Charrman remlnded all mvrtees present that the. |
, heanng was sequel to two motlons consrdered by the Senate at its |

| plenary 5|tt|ngs of Tuesday the 25th July, 2023 and Wednesday, |
“the 21st of - February, 2024 reSpectlvely, after whlch the Senate -.

mandated the Committee to:

(1) To engage the Federal Minister of power, the Nigerian
Electricity Regulatory Commission (NERC) and other
stakeholders to find a lasting solution to the challenges
facing the electricity sector, inciuding the need for
comprehensive sector reforms;

(2) To inveStigate the\._ov_er Two Trillion Naira 'subsidy
requ‘irement as stated by the Minister of Power, so as to
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~avoid a repeat of the fuel sub5|dy scenano and the-
'statement made by the Hon Mlnrster wrth regard to the 1.3

~ trillion Nalra the Mlnrstry is owmg generating companles and'
_’Vto mvestrgate the role of the Mrnrstry of Power, NERC and '_
_the company, known as ZlklagSIS on the|r falled agreement -

- to provrde meters and ensure that ngenans are not short' o

o changed.

"The Chalrman further stressed that of utmost lmportance to the'__-'.-'.

_'Commrttee in the !nvestrgatlve heanng |s to ensure that the': o
| '_r-prowswns of the EIectrrdty Act 2023 (as amended) are' e

| rmplemented to the Ietter partlcularly the provrsrons pertarnrng to
-‘-tanffs and subsrdles Notlng further that the Commrttee would Ilke"

o establlsh that the procedures for tanff increase are stnctly__',

'_'.followed upon proper consultatlon and after due dlssemmatron of

_,rnformatron to end users as these twrn rssues ha\re become the_ DR

= ‘jbone ot contentron at the moment R T A UL
- In the lrght of the mandate of the Cornmrttee the Charrman“_".'-:-= .

-,_' -clant“ ed that the rnvestlgatrve heanng rs rntended to answer the
:followmg questrons | o |
' (a) - At-what time did NERC mlgrate from the prewous customer_
“classes of Res_ldentla! R1, RZ and R3; Commercial C1 and C2
and Demand, D1 and D2: to the present unexplainable
bands A, B, C and so forth for electricity customers?
(b) ~ What constltutes consultation in the context of rate setting in

the electrrcrty market?
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~(c) What can be considered according to the Electricity Act i
2023 as a rate that will be just, reasonable fa|r equrtable

- and non- dlscrlmrnatory | |
-He assured invitees that the Comm|ttee and rndeed the 10”"

,_ Senate is commltted to carrymg out thls mvest:gatlve heanng to

','allevrate the sufferlngs of ngenans and would not heS|tate to

_recommend measures and sanctlons against persons or agencaes cn

| '”of Government found culpable
" '5 1 2 Openmg Remarks by the PreSIdent of the Senate

In hIS openmg remarks the Presrdent of the Senate who was |
: represented by the: Deputy Senate Leader Senator Oyelola Ashlru_ :

) '-j:welcomed aII stakeholders and commended the Chalrman and S
'_fmembers of the Senate Commlttee on Power for the p]atform_“_ o

' '-.made avallable to mwtees to make thelr contnbutlons on the'_ o

- -ff;;lssues tha ”‘prompted the mvestrgatlve heanng He observed that:f

L _'the mvestlgatlve hearlng is comlng on the heels of the recent

| '”takeover by the Asset Management Corporat|on ngena (AMCON)

e --of f ve out of Eieven DISCOs that emerged after the. pnvatlzatlon'

| 'of power assets |n 2013. He decned the abysmal performance of

successor DISCOs consrderlng the several financial interventions

*by_successrve administrations to make them effective. He urged all
) stakeholders-to seize the opportunity afforded by the investigative
hearing to provide candid answers to all Committee enqufries SO
that informed recommendatrons will be made for the final decision

: of the Senate,
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- 5.1, 3 Vote of Thanks |
~To mark the end of the Openlng Sessron the: Commlttees Vote of

thanks was presented by a member of the Commrttee in person of
Senator Yahaya Abdullahl ‘He thanked the Senate Presu:lent .' |

| Senator Godswrll Akpablo for honounng the invrtatlon by proxy

He also commended the Mrnlster of Power the Chalrman NERC '.

-"representatrve of the Governor the Central Bank representatrve of_ |
‘ fthe Assoaatlon of Electncrty Dlstrrbutron Companles in Nrgena: _‘

| ”','jf(ANED), the DlrectorHGeneraI Manufacturers Assocratron of'

___'.'ngena(MAN), Heads of Government Agencres present and other R Lo
rnwted stakeholders for hononng the Commlttees mvrtatlon to be"'

_'part of the mvestrgatrve hearmg

;‘-_s.-;O'_f".susmss:roNs BY STAKEHOLDERS DURING THE-"_ L

o '-INVESTIGAT IVE SESSION ‘_ _ _ L
6 1 Presentat:_w_nffby the Honourable Mlnlster of Power

The Mrnrster m hl‘spresentatron focused on the three areas of the o

| ];mvestrgatrve heanng where he stated that while he was present to'_'- SRR

) | _provrde a general overwew on what actually transplred recently in
s the sector wrth regards to the upward revrew of tariffs for certam

band of customers the relevant agencies would provrde more

detall msrghts onthei rssues under mvestrgatlon N | ,
Regarding the issue of tanff hikes, the Honourable Minister

explained that.on assumption of office, he did an appraisal of the

power  sector and discovered that there was a huge liquidity

_challenge confrontmg the entire power value chain and this was

due to the fact that NESI was operating a subsrdlzed tariff regime
whereby electncrty consumers were not paying the full commercial
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.price of electricity According to the Mlnisl:er while the use of
subsrdy in energy consumptlon was also common in several big
economles mcludlng the United States of Amenca, Chlna and the
UK, in the case of ngena it became obvious to Government that _
| payment of electrrcrty sub5|dy was no . longer sustainable
:consrdenng that Government subsrdy for the 2024 year alone was___' |

| _ PUt at the sum NZ 8tr|ll|on narra and wrll remam so wrthout an :

| upward revrew of the current tanff reglme He explarned further

~ that in the year 2023 the total tariff. subsrdy stood atthe sumof
N720 brllron but only the sum of N400b||l|on was pard brmgmg

'forward over N300b|ll|on to 2024 i : |
‘iHe explalned further that Government ll‘lablllty to pay the subsndy |

EL component of the electndty tanffs has left the operators |n the_ o

r power value cham |n huge llqwdlty cnsrs

_, -Accordlng to the Honourable Mrnrster as at the last estlmate 1 3_
'- 'Tnlllon Narra |s bemg owed the GENCOs whlle the legacy clebts of

x the gas supply companres now stood at $1.3 bllllon He darified
'that Government would need to set asrde 10% of its annual'
.budget to be able to contmue with the sub5|dy reglme in the
power sector Wthh is not realrstrc consrdenng other competlng

demands for Government S l:m:ted resources

It was in this cont_ext that the introduction tariff increase to Band A
customers was arrived at in order to reduce Government subsidy
burden. The upward tariff revrew was carefully done taklng into
consideration the level of supply available to certain categones of

customers who enjoy a minimum electncrty supply of 20 hours per




'day to pay 225 Naira /Kwh whrle those who enJoy below 20 hours_
a day wrll be downgraded to Band B Wlth Iower rates o

. :'_ To ensure that ‘the new tanff reglme works the Honourabler

, Mlnlster stated that NERC put in place an effectlvely monltorrng
L system to ensure that consumers are satlsr“ ed and feel motrvated -
- to comply W|th the new tar:ﬁ’ order It was observed |n the f“ rst

o week of lmplementatlon that some DISCOs applled the new rates' '
B ‘_to customers on other bands and such DISCOs were rmmedlately PR

- '-'sanctlon by NERC wrth a penalty of NZOO m|!I|on Narra

: ""'ThIS new tariff regrme the Hon Mrnlster expialned would afford‘__ :

- rfthe DISCOs the Opportunlty to mlgrate all customers to feeders =

whthe mfrastructure that can sustam 20hrs of electncrty supply._ R

E "__g.whlle"'at the same trme rnvest in the upgrade of mfrastructure on
: -::_the other 'L':"“"ders that are below Band A The second Justlt" catlon

, '__'fls that wrth rmproved cash ﬂow to operators ansmg from the tarlffj IR
o -'---_Increase banks and other Ienders wrll fi nd it easrer to advance_
- 'credlt facrlltles to operators to lnvest in lmprovement of extant '

rnfrastructure Another JUStIflcatIOI'I advanced by the Honourable
"Mimster in support of the tarrff hike is that lnflatlon exchange and
interest rates have gone up and so is the cost of doing business.

Thus, considering the fact that the last tariff review was done in
2022 leaving the rate at 66Naira /Kwh and the EA, 2023 allows for
- ‘minor review every six months and a rmajor review every two
,years if the tariffs were not reviewed upwards, ‘the Federal
'Government wm have to subsrdlze up to 70% of the cost of

electrrcrty supply in Nigeria.
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.'He stated that in the month of March 2024 for fnstance only 9% .
of the mvorces were pald by DISCOs meanlng that the FG
, subsrdlzed about 91% of the rnvorces ' '

' On the issue of. cost of Government lnvestment in mass metenng'
: through the CBN the Honourable Mmlster stated that apart from s
o annual appropnatlon made by the Natronal Assembly for the' |

o _benef t of the Mm:stry of Power and lts agencres |ncIuding the_-;

- -Transmrssron Company of Nigena (TCN), the Rural EIectrn‘" catlonf_ :

' Agency (REA), any other government expendlture |s |n form of_- S

" .Ioans that can be recovered by the Ienders lncludlng the CBN

-

-_'."'On the status of metenng mrtratlves of the Federal Government. |
- _the Honourable Mmlster stated that there was a meter;ng lnltlatlve- :
|I|ty made available by the CBN The |

_"years back wrth credit 5:;f

.lnltlatlve was to run through phases beglnnlng wrth Phase Zero o

_whrch targeted the acqur5|t|on and mstallatron of one mllllon N

7 'meters but only nine hundred and ffty thousand meters were -

| actually procured and lnstalled under the Zero Phase The |n|t|at|ve‘ '

" ‘_lwas supposed to progress to Phase One whrch targeted about four :
: mrlhon meters but because of the dlstress notrced in the Zero

Phase, the CBN opted out o |

Another |_ntervent|on was through the -PoWer_ Sector Reform
Programme (PSRP) under ‘the distribution sector ,expansion
programme of the World Bank which was aimed at acquiring one
million, two hundred and fifty thousand meters. A bid was
'advertlsed but - was stalled by the Association of Meter
Manufacturers/Assemblers (AMMA) litigation challenglng the
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process but followrng the Minister's recent mterventlon the case |
" was withdrawn by AMMA The bid has now been announced and
| once the funds for the prOJect are approprrated by the Natronal ',
Assembly, the scheme wrll proceed to Iogrcal conclu5|on A

The Mrnlster stated that currently there |s a Presrdentral Meterrng__ )

Inrtratlve (PMI) rntroduced under Presrdent Bola Ahmed TanbU to
_' be unplemented under the Presrdentral Meterrng Councrl (PMC) B

'- fchalred by the Honourable Mrmster of Power The PMI has the" B

= -;mandate ‘tO harmonrze prev:ous acce!erated metenng rnltratlves oy

- _'_'and ensure the acqursrtron and installation of about thrrty mrllion o L

--meters wrthm four to frve years at a target of 2 mrllron to 2 5 |
i_mr!lron meters annually usmg both rmportatlon and Iocal : :

rnanufacturrng He explarned further that W|th the recent tarlff'

| _-3|ncrease, whatever Ioan expended on the meterlng programme erE o

| _"be a recoverabie expendrture He concluded by sayrng that ali-. et
B f-decrsrons and pohcies mcludrng the tarrff rncrease were taken after'

| "!ookmg at severaf optrons and optmg for the one that is most
V‘reairstrc and wouid occasron Iess hardship and sufferrng to__

L Nrgenans

6.2 Nrgerran Electnclty Regulatory Commrssron (NERC)

In his presentatlon, the Chairman of NERC adopted the written
memorandum earlier submitted by the Commission in response to
the invitation to the inv?estigatiVe hearing. He by stating that after
the conclusion of privatization in 2013, the power plants were sold
to private sector while the TCN which s still Government owned
‘transmits the power generated by these power plants, the 11
suCccessor DISCOs drstrrbute the power for use in our homes and
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busmesses This power is pard for by the DISCOs through NBET
_whlle NBET in turns pays the GENCOs '

In Justlfyrng the recent tariff mcrease the Charrman of NERC

| explamed that since May, 2023, due to unfavourabie FOREX rate
'i'___,coupled wrth other factors, the cost of producmg a. kllowatt of
-'r-electncrty went up smce gas needed by thermal plants |s Iargely |

'pnced in United States dollars Although the cost of productlon |
, 'rncreased smce May Iast year tanffs were not rewewed upwards

Ieadmg to a sharp rrse m NBEI' mvorce wrthout a correspondrng |
-:'cash flow from the DISCOs to clear the |nv0|ce The GENCOs and'
| "DISCOS have been m senous fmancral dlff culty w:th debt owed_ |
:GENCOs by NBET reachlng Nl 3 tnllron as at December, 2023_-

| '.WIth an addltlonal debt of 240 blllron per month recorded for the _ |
fyear 2024 The Implrcatlon |s that :f there is no. deC|S|on to mcrease- o '

| the tarlffs Government wrll have to pay for the tanff shortfall by L
'-'way of subsrdy He stated further that there were several
-.consultatlons on the pollcy srde ) that the tanff lncrease could

.target a certam category of electncrty consumers that could

probably reduce the monthly debt/subsidy burden from 240 billion

per month to 100 billion per month. This category of customers in

Band A constitutes less than 15% of the Customer population

representing the most affluent clusters of the population who

consume 40% of available electricity and accounts for 50% of

industry revenues.

NERCs memorandum to the Committee showed that the FGN
s_Ubsidy obligation was reduced from N528billion in 2019 to N144

15'| Pagew



billion in 2022 but rose again to hit N2.9 trrllron in 2024 due to FX

and mflatron The submlssmn also contalned detarls of processes

and trmehnes Ieadlng to the tanff revrew in line wrth the provrsrons |
of Sectrons 34(d), and 116(1)(2) of the EIectncrty Act 2023 as well
as the relevant regulatrons/orders of the Commrssron Based on:

| _the Memorandum submrtted by NERC the Multr Year Tanff Order
2024 went through the under Iisted processes and tlmelrnes before o

: ‘f‘ nal approval by NERC

'_DISCOs fi Ied for tarrff revrew case applrcatron to NERC by |

'fDISCOs 3“‘ 7*"July, 2023 S e e
NERC publlcatron of DISCOs tanff revrew case applrcatron and i
) -jmtentron to rewew ln natlonal dallles and 1ts websrte - 14th o
"iJuly, 2024 'j_ e e
.NERC publrcatron of the excerpts of DISCO tanff revrew case on
its websrte for stakeho!der mputs 3rd "24“‘ July, 2024 (21' |

._;;days) R .' Lol |
;Commrssron held Publrc heanngs for DISCOs to defend therr

- rate case applrcatron before NESI stakeholders -24“‘ July -

27" 3uly, 2024.

NERC carrred a detalled review of the DISCO rate case
application, factoring in feedback from the public hearrngs_.

NERC'issued MYTO 2024 Order conveying the outcome of
DISCO case review effective 1% January, 2024 but the end use

tariffs were frozen.

NERC began a monthly adjustment of tariffs to reflect changes

in macroeconomic indices but end use tariffs were frozen.
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= NERC approved a tanff of 225/kWh for band A customers
effectlve 3¢ Apnl 2024 whlle tar:ffs for other bands were frozen |
in line with FGN dlrectlve on sub5|dy admlnlstratlon R

| The NERC further Justlf ed the recent tarlff mcrease by statlng that- s

| . _'Wlthout the upward rewew of tanffs and non cash backmg of_ -
subsrdy, complete shut—down of power plants was lmmlnent as the- REE

GENCOs and DISCOs remam m dlre llqwd|ty challenge However,

" the upward rev:ew of tanffs wall allow for lmmedlate savnngs of _
7 over 127 bl||l0n monthly, mlnlmize subsrdy reqwrements and_.-v R

o Improve settlement of GENCO mvonces from market revenue by
B '_50% mstead of 9 3% recorded before the lncrease B

| .It was also pomted out that ngerla has one of the lowest end user |

jtarlffs on the contlnent of Afnca even w:th the proposed mcrease_. S

- in tarlff for Band A customers

He explalned that the upward revrew of tarlff under the MYTO -
| .“2024 is a serwce based tarlff based (SBT) on three maJor reasons

'namely flrstly, the feedback NERC obtamed after the publlc |

hearlng on tarlff rewew and after gomg round the SlX geopol|t|cal
zones lndlcated that ngerlans were not averse to rates lncrease-
provided there is efficient service delivery. Secondly, the deds;on
was aimed at catalyzmg investments because it will spur the_
DISCOs to identify certain clusters (as already done around Ikeja
and Magodo), invest and prov:de quality serv:ce then apply the ,
right tariffs with the mtentlon to apply that proof of concept to
cover more are_as. Thlrdly, SBT was also aimed at tnggerlng the




'commencement of mrgratron from NBET with its attendant subsrdy

~ cost to brlateral contracts meanrng that more and more customers o
and even DISCOs will be ready to. drrectly buy power from the’
GENCOs paylng the rrght rates :nstead of relying on power

_purchased by DISCOs through NBEI'

On the questlon as to when NERC mrgrated from the prevrous'_ o

_customer classrﬂcatron system comprlsrng of Resrdentlal R1 R2 I

| and R3 Commerdal C1 and C2 and Demand D1 and D2 to the -
present Bands A B C and so forth for electncrty customers that_

| _--aII decrsrons of NERC fol!owed stakeholder consultatlon and ‘the . o

) provrsrons of Sectron 116(3) of the EA 2023 WhICh provrdes that
“the methodology for settrng rates could take lnto account the

| "‘Iocatlon of customers and the cost of provrdlng servrce So the' B
| :current classrflcatlon of customers rs based on feeder Iocatron

o since feeders can be drfferentrated by locatron and some feeders_-
have more mfrastructures to delrver servrce for a Ionger duratron |

‘ '-of up 20 hours whrle other feeder Iocatlons are yet to have such

'level of rnfrastr ucture

Wrth regarcls to the questron whether the revrewed rates are Just
. reasonable farr equrtable and non- dlscrlmlnatory, the Chairman of
NERC stated that the rates are falr because they were based on
the cost of producing one kllowatt of electrrcrty taking into
consideration all macroeconomic factors such as exchange rate,
inflation etc, cost of customer and service friendly investment on
rnfrastructure such as wires, transformers deprecratlon and return

on mvestments losses.
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Prror to the upward revrew of the tanffs, NERC took steps to av0|d
.the moral hazard of passrng DISCO rneffrcrency to customers by
settlng a bar on. losses allowed by DISCOs at 25% such that
| DISCOs are rncentlwzed to operate at mrnrmal Iosses to be able to -

‘j keep what it has been able to ach|eve And asto whether tarrffs_. :

| are reasonable the Iaw prowdes that tanffs should be falr to

customers and also lncentrvrze investments by the operators He o

| iexplamed that NERC has srnce embarked on enforcement and-"
complrance measures W|th the creatron of a s:tuatron room to '
| ensure that customers are not shortchanged by arbrtrary or wrong
customer classrﬁcatlon and Raprd Response Teams (RRTs) by'r‘ -

) VV'DISCOs to address customer complamts promptly That NERCs

-.web5|te and socral medla handles are updated regularly tof",
dlssemmate rnformatron on. approved feeders for Band A and "

.tarlffs across the drfferent bands whlle DISCOs are requwed to "

| ';publlsh darly Band A feeders performance

| :-On the metenng gap, he stated that currently about 47% out of' | _'

‘the 12 121 051 grld connected customers are metered Ieavmg a'
f A_ meterrng gap of about 53% (6 3 mrlllon) of unmetered customers
which is exclusive of meters that may need to be replaced and
-the upcoming customer_ enumerati'onth'at_' iS ongoing. However,
DISCOs are subject to a Capping Order to en'sure that customers
under estimated b|llrngs are not arbrtrary billed by DISCOs pendmg

when they are metered.

To address perennial metering gap, the FGN had in the past
intervened through varlous “metering schemes since 2015 to

ensure accelerated deployment of end-user meters namely the
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Credlt Assisted Programme for Mass Metermg Inrtlatrve (CAPMI),
the Meter Asset Provrder Programme (MAP), and the National
Mass Metermg Programme (NMMP) aIl of whrch achleved a

‘metering deployment of 2.4 ‘million meters W|th a huge meterlng'
gap of about 63 million customers requmng about N800bn to

cover the gap Currently, there |s a Presrdentlal Meterlng In|t|atlve

- (PMI) belng |mplemented through a Pre5|dent|a| Metenng Coundl |

'-(PMC) under the Chawmanshrp of the Honourable Mlnlster of

o Power

--E:On the mandate of the Commlttee to ensure Judrmous utlllzatlon of
| the 10 5 brll!on nalra penalty lmposed on DISCOs, he explalned ’
- that the penalty lmposed on DISCOS for non compllance wrth the

o Capprng Order is not cash payment but a drrect reductlon in thelr--__

'.Approved Operatrng t‘xpenses (OPEX) chargeable to customers via
-atalrtfs L | ERN o o

| On the role oF the Mlmstry of Power NERC and ZlklaQSIS Networks_ L T

':errted to provrde prepald meters he stated that NERC was

- neither a party to the transactlon anvolvmg Zlk|agSlS but that the .

contract was srgned prlor to the conclusu.)n of the pnvatrzatlon He
explalned that Zikiagsis only hecame a Meter Asset Provrder permit
holder on i:he 7" of June, 2020 to operate under Yola DISCO with
another permit to operate unde_r the Kaduna DISCO issued on the
14 of December, 2020 having fulfilied the requirements of MAP.,
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6.3 Dr. Sam Amadi — Former Chalrman, NERC | |
He began his presentatlon by adoptmg his wntten memorandum
and highlighting the key issues that pertalns to the focus of the

mvestlgatron On the current hqu1drty crisis in the electrrcrty o

_ market he observed that the crisis has been there even during his -
tenure as Chalrman of NERC but only mcreased because of certaln_
Cfi scal pO|ICI€S malnIy exchange rate and smce the |mpact FOREX f |

. crlsrs on cost of productlon is a pass—through cost tarlffs W|II. T

mewtably be affected

. _He further observed that the problem wrth the recent tarlff E

| increase rs that of consultatlon WhICh is hardly robust as concerned | o o

stakeholders hardly respond to notlces for consultatlon But 1n thef '

.'mstant rewew, the targeted customers were weII known 10 the .
_‘-DISCOS as such there should have been d|rect consultatlon wrth' o

. ?"the Band A Customers to mform them on the need to pay more |

'"because they are recervmg more power or they erI recelve moref“ E
supply based on the ewdence avallable to DISCOs and the

, "regulator Robust consultatlon would have also afforded the"_,

‘affected customers the Opportunlty to understand how NERC
arrrved at the cost of N225 /kWh as industry experts are
unanimous that tariffs must be based on consultation and
consensus whereby the service provider and customers come to
some form of agreement. The advantage of consultation is that
while customers may not all agree on the need for evidence, they
will be afforded the opportunrty to see ewdence commltment and

promises why the tariff has to change.
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Dr, Amadr stated that “consultatron" has to. be properly deﬁned
wrth a framework such as the extant tanff regulatron Wthh should .
_lnvarrably reqwre robust consultatlon W|th the affected customers |
The customers need to be senSItlzed on cost of service between
dlfferent bands lnstead of heavy rellance on feeder Iocatlon and '

-duratron of servrce ThIS |s very |mportant beanng rn mlnd that

| those on Band B who were temporally placed on Band A albelt
_ :_-'arbltrary enJoyed serwce w:thout any changes rn installatlons

"'lmplymg that feeder to feeder does not necessanly constltute cost o

| _element to create the b|II|ng dlvergences

'_'He stressed that srnce 2008 the tanff methodology Wthh sets out o
B :srgns and parameters of electncrty pncmg has not changed Thus o

whlle the tarlffs were arrrved at followmg the methodology, the )

normal customer classrﬂcatlon lS usually done by the DISCOs The_, L o

-:_;key essentlal consrderatlon lS the revenue requrrement WhICh o
1 frdentrf‘ es the cost of generatlng and transmrttmg electncrty whlch'.

|s then allocated to customer classes based on real cllfferences in

cost not !maglnary He msrsted that smce the tanffs revrew was -
not ]ustrfed by evrdence as per the real dlfference ln cost and.
mfrastructure between Band A and B the Senate may need to

request for such evidence.

Another issue is that customers on Band B'may suffer starvation of
power because it means if those on Band A are enjoying 20 hrs of
electr|c|ty supply daily then it means those on band B will be
denied access for those on Band A to enjoy more thereby ,leadmg
to the issue of discrimination. He recommended that the tariffs be

adjusted holistically based on proper cost base revenue
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'requireme'nt such that each cUstomer class can pay what is fair,
' Just equrtable and reasonab]e |n the crrcumstance If this is not
- done maJorrty of the people will pay more for power through self-

| prowsron

He concluded that rf there is need for subsrdy, the Govemment_-

* should pay such subsrdy in a transparent and clear way -and- lf o

' -there rs need for customers to pay more consumers should pay ', o

| tarlf'fs that allows everybody access to the same energy supply .
-based on affordabllrty | | |

- 64 Presentatlon by the Central Bank of Nrgerla (CBN)
'In rts oral submlssron the CBN adopted rts frve page memorandum

- earlrer submrtted to the Commlttee Secretarrat pertamlng to CBN s
-therventron |n the mass metermg programme The CBN stated o

' "that it needed to mtervene |n 2022 bearlng |n mrnd the fact that' 3
_'there was a meterlng gap of about 8 000 000 WhICh wasf

"'responSIble for a Tot of Iosses |n the sector From the outset the s

~sum of NSOblIhon Naira was set asrde to support the procurement S

of electncrty meters to brrdge the metering gap The programme, _
 was to be rn three phases namely Phase Zero whrch targeted
1,000, 000 meters with funding from the CBN; Phase One which
~ was a joint venture between the _CBN and Deposrt Money Banks
(DMBs) targeted 1.5 million meters; and Phas'e. Three which
targeted 4 million meters was to be funded by the World Bank.

He explained that from inception in 2020 to date; the_sum of
N55,424,975,546.97 has been disbursed in favour of eleven (11)
DISCOs for procurement and installation of 962,832 meters, The
programme was being'implemented through the CBN established
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SPV -~ NESI Stabrlrzatlon Strategy erlted as. the Fundl
.__Admmrstrator whlle Merrstem Wealth Management errted is the .

Fund Manager/Adm:nlstrator

, 'All the 11 DISCOs benefltted from th|s mterventron w;th each _' |

| '-_accessrng about HS 475 975 000 (Frve B|ll|on Four Hundred and |
| Seventy Flve Thousand Nrne Hundred and Seventy Flve Thousand
L Narra ) only As at today, NG 3 b|ll|on has been repald leavrng an-' R
o outstandlng balance of N49 037 671 551 31 He observed that the . s
B : :programme faced a alot of setbacks such as llqmdrty challenges o o

: -_:mcreasmg rate of rnsecunty :n areas w;th hrgh_ rate of unmetered

customers m the country, exchange rate vola - ty, hlgh relrance on L
-'forergn exchange rn the procurement '_g_"nd productron processes
:':'"'l‘“he CBN recommended rmproved collaboratron= between NESI |

_gstakeholders and secunty agencres to rmprove securtty In therr

) -‘_busrnesses :n hrgh l‘ISk locatrons lmproved regulatory coordmatron" | |
) -,and elrmrnatlon of rnformatron asymmetry, promotron of local S
content in the NESI to avond over rellance on |mportat|on and"-

FOREX and lmprovecl Publlc Prrvate Partnershrps to close the_'

rnetenng gaps.

6. 5 Assor.:latlon of Electncnty Dlstrlbutlon Companres
' (ANED) : : -

The Managing Director of Kaduna' DISCO on behalf of the eleven

DISCOs under the ‘auspices of the Assocratlon of Electrrcrty _

Distnbutlon Companies (ANED) adopted 'ANEDs memorandum
earlier submitted to the Committee Secretariat, stating further that
from the extant tariff methodology adopted by _NERC years ago,
tariffs have been laid out in such a manner as to cater for efficient
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cost of generatlon transmtssmn dlStl‘lbthlOl‘l and other ancillary

SEl’V ices.

ANEDs p03|t|on was that the recent upward rev;ew of tanffs was

| done in conformity with the law and extant orders of NERC and_

‘the increase was done to prevent the collapse of the sector He _ B
stated that the performance of all the 11 DISCOs smce the 7

: -‘.mtroductlon of the new tarlffs on the 3rd of Apnl 2024 has been at': |

5% and that the DISCOs have met 20 hours serv1ce on all the S

E 7400 Band A feeders that have been allocated to and those':‘
‘numbers are bemg monltored by both the DISCOs and the'

regulator

-' "He stated that w:th regards to the CBN mten/entlon for mass_

| metermg, ANED is of the vnew that the loans glven to DISCOs by o

- the CBN under the NMMP are the most performmg loans |n the
_*'.:portfollo of the CBN smce it has not recorded any smgle default
 He decned the 9% lnterest charged on the loans -

: ""On the |ssue of consultatlon he also stated that consultatlons haver

'been made wrth relevant stakeholders by both NERC and the

N 'DISCOs but that in most cases those concerned do not respond to

adverts and publlcatlons of such consultatlons. He also cautioned,
that while metering is important, it is not a guarantee for ,cost.'
recovery since many Nigerians compromise their meter in such a
way that even if they are metered it does not give full recovery.

6.6 Manufacturers Association of Nigeria (MAN)

In his presentation on behalf of MAN, the DirectOr—General of
MAN, stated that MAN has over 2,500 members operating in 10
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sectors and 70 subsectors of the Nrgerran economy across the

_country and that electrrc power |s the lrfeblood of the

manufacturrng sector because rt constrtutes about 28 to 40% of

the cost of. productron He further stated that all the factors i
-mentroned by NERC Charrman as warrantrng the recent tarrff:
. rncrease rs affectrng the manufacturlng sector MAN Spent about: _-

: N281 brlllon on alternatrve sources of power |n the year 2023

MAN is. concerned that the |ssues rarsed by the NERC Charrman -

| ;=_and the Honourable Mrnrster should have been subjected to robust o

] consultatron He stated that therr members that were on Bands A o

| 'iand B were rarely aware that they were categorrzed |nto such' -

bands and they hardly enJoy 20 hours supply as clarmed by NERC 5 " |
and the DISCOs He observed wrth drsmay that an upward revrew | |
| -r)f tanﬁ" from 66/kWh to 225/kWh wrll def‘ nrtely put MAN members _' )

3-out of busrness o

'Furthermore on the rssue of consultatrons MAN belreves that - '_
there was non-comphance wrth the extant iaw and regu!atron for I
'-consumer consultatrons by DISCOs and the trme grven for"'_'-'
comments was not adequate grven the extraordrnary revrew of'- "

~almost 300 per cent. He further oprned that no detarled
| explanation was provrded as to how the price of 225/kWh was
arrived at and what will happen if the rndrces that triggered the
upward review change positively after some time. Similarly, the
quality of service promised Band A customers appears unrealistic
and unsustarnable consrderrng the present level of productron and
mfrastructure MAN in conclusion stated that while the cost of

electricity like other things has to go up, there is a need for the
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reversal or suspension of the lmplementatlon to allow stakeholders'
have meanmgful dlalogue to agree on the most acceptable prlcmg
6.8 Electrlmty Consumer Protectlon Advocacy Center
' (ECPAC) - ‘ :
In h|s presentatlon on behalf of the Electncrty Consumer Protectlon 3

"Advocacy Center (ECPAC), Chief Prmcewell Okorle decried the fact o

_that the relevant provrsmns of the EIectncrty Act 2023 partrcularly,_ |

'Sectlons 34(1)(F), 34(2)((:), .116(2)(d)(e)(12) and Sectlon 119
o were not complled with by NERC and the DISCOs in carrylng out . B

_the tarlff revnew and such the mcrease should be suspended

He also decrled that fact that consumers have been made to fund
acqmsntron electnc:ty assets such as meters and transformers

= wn:hout any refund m terms of energy credlts ThlS is happenmg'._ o
-even when Government contlnues to mtervene |n meter achIsmon e

i and yearly allowance is made |n the tarlff by NERC for OPEX and_"r
_CAPEX thus callmg to questlon the Justlf catlon for such
| con5|derations He also Iamented the absence of unlts under the

o ',],Mmlstry of Power to address consumer concerns He called on the

" Commlttee and the Natlonal Assembly at large to mtroduce a
consumer enllghtenment programme.that_ would verr_fy some of the
claims made by DISCOs with'i-n the various geopolitical zones. He
- enjoined the Committee to hold the DISCOs accountable on the
utilization of their CAPEX and OPEX allocations under”previous

tariff orders.
6.6 Other ertten submissions
Apart from the above reported oral submissions, there were
written submissions by the Chartered Institute of Power Engineers
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of ngerra (CIPEN), the Nrgerran Hotels Assocratlon and the
GENCOS | '

: Accordlng to the Memo submrtted by GENCOs, they have been at
'the receivrng end of the current llqwdrty chaIIenge in the electncrty,_

market They decrled the current state of meffcrency rn the__,_f o

market WhICh they attrrbuted to lack of sanctrty of contracts poor
| '__lquIdIty, revenue shortfalls and poor grrd operatrons W|th revenue o
| ,,‘shortfalls occurnng malnly due to Iow remrttances and delayed'--

' market subsrdles

'The GENCOs further stated that glven the challenge of rdle".- - __
"‘capacrty and the concom|tant capacrty payments the current
NERC desngns Wl|| always fall short of captunng the true cost of:r ST

;.'_generatmg power in Nrgerla It further noted that the MYTO 2024_' -

"has taken |nto consrderatlon the followmg key market revrew o

' fmdrces namely mflatron exchange rate transmrssron Ioss factor B

_generatron cost transmrssnon and admlnlstratron cost wholesale _
gas to power prlces and benchmark gas transportatlon tariff aII of .
| _whrch have far reach:ng rmpllcatlons on arrrvrng at a falr tarlff

E However, the . Mmlmum Rem:ttance Oblrgatlons (MRO) or DISCO |
Remtt_tance Order (DRQ) contained in the Supplementary MYTO
Order, 2024 is a far cry when juxtaposed with the monthly rnarket
invoice of §240 billion implying that the MYTO 2024 is approvsng a
91% monthly loss. based on the approved MRO. GENCOs also
queried the fact that the MYTO 2024 is silent on the unpaid
balance of the invoice after the DISCOs have ?met-their MRO.
Furthermore, GENCOs stated that since 2013, the wholesale
eIectncrty market has not invoiced greater that 4000 MWh/h in a
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monthly invoice to DISCOs S0 if the entlre 4 000 MWh/h of power
is divided by the 1.8 Band A Customers the system can support
_an average Band A customer Ioad of 2 667kW for 20 hours with
practrcally no energy left for Bands B- E customers

- On the whole GENCOs recommended a multl pronged approachr RS
: -compnsmg of targeted sub5|d|es for Iow-mcome households from
‘the full burden of mcrease focus on effrcrency whrch entarls that

| ‘DISCOs address meff crencres in thelr operat:ons such as energy |
| ztheft transmrssron Iosses etc as a precondltlon for mcrease =

| 'gradual and performance —based mcreases rnvestments in-

_jrenewables WhICh W|ll reduce rellance on expenswe fossn fuels

| ._promotlon of pubhc-prlvate partnershlps and most fundamenta!ly: O

'*_consuitatlon and open dlalogue whrch wrll afford consumers,
- reasons behmd the mcrease and how the addltronal revenues W|I! L

| "-be utrhzed

| CIPEN on thelr part aIIeged that the l|qu|dity Challenges in the

-'relectncrty market can be traceable to the fact that the. ATC & o
._'losses in. the MYTO adopted at the time of pnvatlzat|on were mere
| 'guesswork and later proved to be ess than the actual loss Ievels
after the investors took over the assets. This became the o_rzgln_of
a subsidized tariff regime which has become an incentive for
licensed utilities not to invest in network or infrastructure
expansfon. CIPEN observed that DISCOs failed to show substantial
evidence regarding their levels of investments in the last three
years during the public hearing held in July 2023 to consider their
request for eXtraOrdinary tariff review. This is so even with the

CAPEX allowance in earlier tariffs orders between 2018 - 2021.
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This prompted most partlcrpants at the pUbIIC heanng to. krck N
against any further CAPEX al[ocatlon to allow them plough back -
- the unutlhzed CAPEX or in the alternatlve any new CAPEX .
flnanced should be treated in arrears m the followrng tarrff revrew

CIPEN suggested that for the process towards the tanff revrew to .
| have been transparent adequate consultatron and sen5|trzat|on of','
-customers by DISCOs and NERC should have taken place "
E Secondly, the affected customers on Band A feeders should have N
'_'been provrded with smart meters before rmplementlng the Order |

"Thrrdly, the present tanff desrgn WhICh swrtched segmentatron of

--customers from therr nature of power usage to “feeder

-connectron” needs to be revrewed since W|th|n a feeder o

3hrstor|cally, customers who are- supposed to be on Irfehne grade or -
| f_socra! servrce IIKE:‘ pubhc hospitals, pubhc mstrtutrons of hrgher_

r-fearnrng, schools emergency servrces etc may now be wrongly -

o efassrfred as Band A customers Fourthly, Government needs to' o

clarify its poertron on subsrdy to target hfelrne customers who have
now been mlgrated to Bands A—E and some may f nd themselves" |

in band A. He stressed that subsrdy should also apply to Gas-to~

. povver and that Subsrdy should also be based on real sales not
quantum electricity invoiced as delivered to DISCO franchise areas.

CIPEN further recommends that the Federal Government should
first address the problem of electricity scarcity rather than resort
to price manipulation as a solution. Decentralization of power as
envisaged under the Constitution and the Electricity Act, 2023
should be encouraged by -the Federal Government. Grant

incentives to investors to invest in power plants matched to viable
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. 70

off takers as well as investors mvestrng in transmlssmn capacrty |
expansron The regulator needs to hold the DISCOs accountable' |

on Key Pe_rformance Indicators (KPIs)- rn_cl_u_drng failure to delr_v_er- o
“on promised CAPEX OPEX, "misallocatio'n'- 'refusal to evacuate

power, essentral customer services. Customers should be placed |

','on cost reflectlve tarlffs WIthout d|vert|ng scarce supply to_ ; ,: _-
' -preferred areas R | SR
| LEGISLATIVE REVIEW OF EVIDENCE

,__V'After the submrssrons by the above mentroned stakeholders ar
_number of |ssues emerged Wthh ‘were consrdered by the -

- '-__Commlttee in |ts leglslatlve revrew of ewdence Accordmgly, more__"-
" ”_'facts and mformatron were el|C|ted by the Commlttee through‘__-_'_

j.responses of the stakeholders to questrons comments and
| _reactrons of members of the Commrttee to thelr respectwe R

" _;submlssrons o

| - 'Flrst the Committee sought to know why electnoty consumers are_ -
:made to Pay for meters when NERC and DISCOs themselves are
B 'saylng that the meters are to be provrded by DISCOs and a

clarlflcatron on the veramty of the allegatlon that Ioans made" |
avallable to some entities for mass ‘metering were diverted. The
Committee decried the level of consultation that led to the
outrageous increase of over 200% which is only supported by
NERC and the DISCOs. The Committee warned that it would
ensure that systemic corruption in the power sector is exposed

and stopped
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The Committee also sought to know the actual benef‘ ciaries of

Government subsrdy and parameters in place to deploy the
subsrdy and the need for the way forward instead of cntlcrsms

In response to the Co_mmitte:e's 'enq'uiries:on_the issue .of sy_s_ter_nic

'_ corruption in the power-seCtor "the Honourable Mi'nister of"POWérs- |
" assured the Commlttee that the Mrnlstry is commrtted to |
B -.ellmlnatlon of corruptlon m the sector crtlng how the Mmistry s
handlmg the case of company that took $200 millron of publrc_, -
| funds meant for acqursrtron of 3000 000 in. 2003 and rnstead )
- ‘,converted the money rnto Nalra at the rate of 160 /USD to. make
_H32b|lhon and was kept m a bank fi xed deposrt for 21 years ‘He ;
-rstated that Mr Presrdent has approved the termlnatron of the__‘
.-contract and recovery of the sum WhICh accordlng to the Mrnlster |
.__should now stand at about N225brllron He aIso relterated that?
- .;tarlff mcrease remarns a v:able optron to address the current

g 'hqurdrty chal!enges

'_On the way forward the Honourable Mrmster stated that there is |
. the need to. resolve the current ||qurdrty challenges S0 as to make | -
- the sector attractrve to mvestors and Ienders rmprove on the_

exrstlng structures, the need for Generating plants to operate at

optimum ca'pacity and the diversification of energy mix to give

prominence to generation and consumption of electricity from
renewable sources. He concluded that if the tariff review is
suspended, insolvency in the sector is imminent and the entire

power value chain will shut down.
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Further enqumes on the cost of meters, reluctance of DISCOs to _

accept full metermg customers how much the DISCOs have_

| _;nvested in net_work.ex_pan_smn since acqu|s|t|on, and _who actua_l_ly'

owns transformers and meters provided by cUSto'mers on DISCO |

| .net_work. _

o Wrth regards to the cost of meters the representatlve of the CBN"-_ -_ |

' responded that as at the tlme of the NMMP the cost of a one o

phase meter was put at N48 000 whlle three phase meter was put | |

| at H89 000 On the ownershlp of transformers and meters L
o acquu‘ed by Customers the NERC Chalrman explamed that there |s S
: .-regulatron m place that allows customers to acquue power asset to_ -
:|mprove therr supply but they are expected to get refunds |n form“_" i

‘, ':of energy credlt regardlng such lnvestments "

_i_OBSERVATIONS _ | B
‘The Commlttee ﬂowmg from the foregomg, the Commlttee ',

: robserved as follows

1. That by wrtue of sectrons 62 88 and 89 of the 1999 '_ o
', .Constltutlon of the Federal Republrc of ngena as well as sectlon

4 and 7 of the Leglslatlves Houses (Powers and Prrvrleges) Act,

~ the National Assembly has_the powers to conduct investigative

'hearings into the recent tariff hikes_ and other issues that

formed the focus of the investigative hearing.

2. Since the conclusion of privatization of power assets in 2013,
concerted  efforts have been made by successive
administrations towards mitigating the liquidity crisis 'through
subsidy and met'ering' gap in the Nigerian electricity market. |
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. The Electricity Act 2023 'and extant subsidiary regulations

contalns adequate provrsmns on matters of tanff and subsrdles
in the ngenan electrlcrty market

. Meterlng, tariff shortfalls, poor revenue collectrons and systemlc

corruptron have become the bane of the Nrgenan electrrcnty |

 market. R
Prevrous Tarlff Orders rssued by the ngerlan EIectrIC|ty.l'__ |
| '_.Regulatory Commzssron between 2018 2022 has consrstently o _-'_
| granted the DISCOs CAPEX and OPEX aIIocatlon but the DISCOs R

have not been able to provrde evrdence on utrhzatlon of such _

. : -CAPEX and OPEX grven to them in prewous tanff orders

L _."Contrary to the provrsrons of Sectlon 68(1)(b) wh ch makes the__ .
| - provrsron, mstai!atlon and mamtenance of electncrty meters the, o
"prrmary oblrgation of DISCOS provrsron of prepard meters has- ;

3 ",now become a responsrbrllty of consumers or through.': -
S rnterventlon by the Federal Government " P R
| Apart trom the Honourable Mrnlster of Power NERC and the -

DISCOS that were in full support of the over 200% tanff.‘ |
o ~increase, maJonty of stakeholders have eath-_er cntrcrzed or ca_lled _'

for the suspension of the tariff increase that affected 15% of
elecjtricity consumers in Band A customer category for lack of
proper consultation as envisaged by the EIectrrcrty Act, 2023

and the relevant regulations. |

. The powers of NERC to set and rewew tariffs under Sections
: 34(1)(d) and Sectlon 116 of the Electricity Act, 2023 is to be

exercised in accordance with its mandatory obligation to have a
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robust consultatlon on matters of srgnn‘“ icant mterest to the

general publlc as requrred by Sectlon 48 of the EA. 2023

90 'FINDINGS -
Taklng rnto consnderatron the above observatrons and havrng'

| ’__regard to oral and wntten submlssrons by stakeholders at the

) publrc mvestlgatrve heanng on the recent tarlff mcrease amrdst the,' | 3

economrc srtuatlon in Nrgerla and for other related matters The .

Commlttee makes the followmg frndrngs

()

Srnce the conclusron of the pnvatrzatlon of power assets in |
'-2013 the Nrgerran electrrcrty market IS plagued by huge '
| quurdrty crrsrs that cuts across the entrre power value charn |

and thlS is attrrbutable to the subsrdrzed tarrff regrme'r
whereby the FGN bears responsrbrlrty for between 75% o

" _- 91% of the monthly NBET |nv01ces as tanff subsrdy

@

Ochral Fgures made avarlable to the Commrttee in the

_' _ course. of its mvestrgatlve hearrng mdrcates that although'

(3)

| 'FGN subsrdy oblrgatron reduced from N528 blllzon in 2019 to'
' MN144 in 2022 it rose again to hit NZ 9 trrllron Naira in 2024
due to FX and inflation: whrle Iegacy debts of gas supply

companies now stood at $1. 3billion.

The Honourable ‘Minister of Power, the Nigerian Electrrcrty
Regulatory Commission and the DISCCs were unanimous in
their presentation that the over 200% upward review in
electricity tariffs which affected Band' A category of
custo_rn_ers was the best option to reduce subsidy burden
from H=240 billion per month to about N100 billion per
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month However the preponderance of stakeholder oplmons

' support the suspensron of the tanff increase due to bad

tfmmg and poor consu!tatlon Wthh |s agamst the provrsrons

of Sectlons 48 and 49 of the Electr|C|ty Act 2023

The upward revrew of tarlff under the MYI'O 2024 is a :

o Servrce Based Tarlff (SBT) rather than a Cost Reﬂectrve

"Tarlff and it was justlfed by NERC on the basrs of the '

o | ;feedback NERC recelved after the publrc hearlng on tarlff_

Vrev:ew whrch is expected to catalyze mvestments by DISCOs_

"‘and strengthen the current mlgratlon away from NBI:‘I' 1o

(5

.- bllateral contracts WhICh erI allow DISCOs to pay the rlght o
_' ;rates to GENCOs |

MYTO 2024 was arrwed at taklng mto cons:deratron the'

- ""followmg key market re\new mdrces namely lnﬂatfon

'--exchange rate transmissron Ioss factor generat|on cost

transmlssron and admlnlstratron cost wholesale gas to, .

(6)

,power prrces and benchmark gas transportatlon tariff, -
-' -However NERC falled to provrde what should happen to the
'rates in case of posrtlve changes in the indices above '

‘MYTO 2024 WhICh a_pproved the upward review of tariffs

from 68/kWh to 255/kWh also abolished customer
classification typical of tariff design comprising of:

~ Residential R1, R2 and R3; Commercial C1 and C2 and

Demand, D1 and D2; to the present Bands A, B, C-E thereby

“unilaterally swrtchmg customers from the nature of power

usage to “feeder of connection”.
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7)

®

The Mmrmum Remlttance Obhgatlons (MRO) or DISCO o
Remittance Order (DRO) contamed in the Supplementary

_MYTO Order 2024 lS a far cry when ]uxtaposed w1th the
: monthly market mvorce of N24O b|l||on |mply|ng that the o

MYTO 2024 approved a 91% monthly Ioss based on the ;_

| approved MRO

G GENCOs quened the fact that the MYTO 2024 |s srlent on the 7 ;:
_ unpald balance of the mvorce after the DISCOs have meti o

e 'thEIl‘ MRO

o ® @

,:GENCOs stated that smce 2013 the wholesale electncrty* f P
'_;.:market has not lnv0|ced greater than 4000 MWh/h 1n a;,

| "monthly 1nvorce to DISCOs' '__o if the entire 4, 000 MWh/h of' U
o '_,power is d:vrded by the 1 8 mllhon Band A Customers the._ |
.. -_system can SUPPO"'Z an average Band A customer Ioad of_';:-

| 12 667kW for 20 hours W|th practrcally no energy Ieft for'_j. S
- Bands B E customers so |n essence the MYTO 2024 w:ll only I

: *entrench power starvatlon for customer in cIasses B E

(10)

(11)

MYTO 2024 approved a CAPEX and OPEX allowance to
DISCOS without any ev:dence of proper utlhzatron of the
CAPEX and OPEX allocatlon to DISCOs under previous tarlff

orders

On the metering, the Committee finds that 47% out of the
12, 121, 051 grid connected customers are currently
metered leaving a metering gap of about 53% (6.3 million)

of unmetered customers which is exclusive of meters that

- may need to be replaced and the upcoming customer
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enumeratlon that is ongomg However DISCOs are subJect -

to a Capplng Order to ensure that customers under-'

estlmated b|ll|ngs are not subJected to arbltrary bills by
DISCOs pendmg when they are metered '

To address perennlal metenng gap, the FGN had in past |

. .lntervened through varrous meterlng schemes smce 2015 to

--"'ensure accelerated deployment of end user meters namely_ |
-the Credlt ASS|sted Programme for Mass Metenng Imt:atlve _' :
! '(CAPMI), the Meter Asset Provrder Programme (MAP), and

the Natlonal Mass Metenng Programme (NMMP) all of whrch - o

B -_achleved a meter;ng deployment of 2.4 m|ll|on meters Wlth a

jhuge metenng gap of about 6 3 mllllon customers requmng-

~ about N80Obn 10 cover the gap. Currently,:there is.a
o Presrdenhal Meterlng Inltlatlve (PMI) bemg lmplemented_

| 'fthrough a Presrdent!al Metermg Councrl (PMC) Under the' | DA

| '."::Chalrmanshlp of the Honoura,b e Mimster of Power I

( 13;)

(14)

On the mandate of the Commlttee to ensure JUdIClOUSl
utlllzatlon of the 105 b|ll|on nalra penalty rmposed on

.DISCOs the Comm!ttee t” nds that the penalty lmposed on

DISCOs for non-compliance with the Cappmg Order is not
cash payment but a dlrect reduct|on |n their approved
operatmg expenses . (OPEX) chargeable to customers via
tariffs.

On the status of the FGN intervention to close the metering

gap, the Comm'itt_ee finds that_ from inception in 2020 to

date, thelsu'm of N55,424,975,546.97 has been disbursed by
the CBN in favour of eleven (11) DISCOs for procurement
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"and in'stallation.of- 962,832 meters. The programrne;_is |

implemented through the CBN established 'SP'V — NESI
Stablllzatlon Strategy lelted as the Fund Admmlstrator -
while Meristem Wealth Management lelted is the Fund

'_Manager/Admmlstrator All the 11 DISCOs benef tted from
fthls lnterventlon with each accessrng about NS 475 975 000

. (Flve Bllllon, Four Hundred and Seventy Flve Thousand NII‘IE_
Hundred and Seventy Fsve Thousand Nalra) onIy As at _. |

| today, NG 3 bllllon have been repald leavmg an outstandmg |
= 5balance of M49,037,671551.31. |

| (15)

There is a subsrsting Agreement between the Federal'

--Mmlstry of Power (FMoP) and ZrklagS|s Networks Ltd (ZNL)_'__.'- o
__compnsmg of the Orlglnal Trlpartlte Agreement between the '- _' :
'FGN (NEPA) and Unlstar ngh-Tech Systems lelted (UHTSL)“-_ ok
B rand ZNL dated 5th December 2003 Addendum No 1 of June_' - 7. - -.
'6 2005 and Addendum No 2 (Judgment Compnse'

- Agreement dated 28”‘August 2017) for the manufacture ,

| supply, mstallatlon, management and mamtenance of.f-'_

3, 000 000 prepard meters (PPMs) |n ngena By wrtue of the_', -

: Agreement (Addendum No. 2), ZNL is to be funded for the

- (16)

project by way of a _Ioan. through a $200 million- DMO

Eurobond raised and converted at the prevailing market rate

which together accrued bank interest amounted  to
N39,171,985,233.95. o

The absence of consumer affairs department/unit in the
Ministry of Power to drive the demand side issues in the

sector.
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10 0] RECOMMENDATIONS o
The Commlttee after exhaustlve del:beratrons of the observat!ons

-~ and ﬂndlngs recommends as follows

(1) That NERC suspends the ongomg lmplementatron of MYl'O

2024 whzch approved over 200% upward rev1ew of the

__prevrous tanl'fs from N68/kWh to al225/kWh to allow for
robust consultatron w:th customers on the vanous bands on

- the cost of serwce instead of heavy rellance on feeder o

Iocatlon and duratlon of servrce Wthh are dlfﬁcult tof_'*

: determme and momtor

@

That NERC should ensure full complrance wnth the mandatory

| _'-reqwrement of stakeholder consultatlon under Sectron 48 of

‘- (3)

@

| rthe Electncrty Act 2023 regardlng future regulatory deC|S|ons .
to avord a repeat of the confusron and publlc outcry that

' ‘*trarled the recent tarlff mcrease '_ R

'That the Mlnlstry of Power and NERC should in. the:

- meantlme adopt measures to address the problem of power

scarcrty holrstrcally rather than ats preoccupatlon W|th price
mampulatlon which has proven to be counterproductlve

That NERC should hold the DISCOS accountable on Key
performance Incllcators (KPIs) including failure to deliver on
CAPEX and OPEX allocations, customer metering obllgatlon'
under the Electricity Act, 202’3, essential customer service
obligations including CUstomer sensitlZation implementatio'n
of energy credits for customers who rnvested in transformers
meters and other assets on the DISCO networks
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(5) That rate desrgns should only be cost—reﬂectwe if proper'_

account is taken of the relevant macroeconomrc envrronment. T
. that determlne the affordablllty of electnuty to the drfferent |

~ segments of the market

()

That the Federal Government metenng mterventlon should :
be encouraged and mtensrf‘ ed to address current metenng '

'_gap of 6.3 mI”IOl’] and thIS must be pursued by the FGN _ R
.wrthout prejudlce to the statutory obllgatlon of DISCOs to ) “
"meter thelr customers as prowded under Sectlon 68(1)(b) of - _‘
the Electridty Act 2023 In this: regard Mr. Presrdent should

be commended for the mtroductron of the Pre5|dent|al

o Metermg Imt:atrve

o

The Federal Mrnlstry of Power should be advrsed to mtensrfy 3 '_ o
efforts towards honounng the subsrstlng contract wrth o

ZlklagSlS Networks Ltd (ZNL) for the manufacture supply,'_

'rnstallatlon, management and marntenance of Pre- Pard -

Meters (PPMs) |n Nrgerla mcludrng the recent Trlpartlte-
Metenng PrOJect Consortlum Agreement between ZNL and_ ,
De- Haryor Global Servrces lelted and the ngenan Army

dated 71" September, 2023 wh:ch was srgned by ZNL for the

metering of Army_Barracks and other Military Facilities or.in

- the alternative refund the initial funding to the F_ederal

(8)

Government.,

That vigorous' implementation of power decentraliiation
provided for under the Constitution of the Federal Republic
of Nigeria,. 1999 (As Amended) and the Electricity Act, 2023
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to relleve the Federal Government of the pressure to electnfy
-every ‘nook and cranny of thIS country should be

- encouraged. : I o

(9”) The Mmrstry of Power should establrsh EIectndty Consumer
_Protectlon (ECP) Unlt to develop, |mplement and enforce |
'Electr|c1ty Consumer Protectlon component of the Electnc;ty_ o

. -Act 2023 34(2)(c) and 119 (1)(f) R

i1. 0 CONCLUSION , S AT - S
- V-Fmally, the Commlttee wrshes to use thls opportunlty to express ItS .

gratrtude to the Presrdent of the Senate and other Dlstlngwshed -

| _colleagues for fi ndmg us worthy of servnce in thrs capacrty

We m move .

s Nsaairrnnaana e anannEnnnfrrannn

Sert, Enyinnaya Abgribe—"— o Gld ' nA Zemo -
Chairman - co Cdmmittee Clerk
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