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EXECUTIVE SUMMARY
Nigeria is the country with the largest energy access deficit in the world. The lack of reliable 
power is a significant constraint for citizens and businesses, resulting in an annual economic 
loss estimated at $26.2 billion. 85 million Nigerians do not have access to grid electricity. This 
represents 43% per cent of the country’s rural population. Unreliable and/or lack of power 
supply creates social challenges for rural dwellers such as lack of access to farm irrigation, 
storage and agro-processing, lack of potable water, lighting, poor access to functional healthcare 
services, better quality education delivery, absence of ICT-digital information enablement and 
unemployment, etc. Hence, the lack of rural electrification translate to more rural poverty.

The Electric Power Sector Reform Act (EPSRA) 2005, Section 88 (1), established the Rural 
Electrification Agency (REA) “as a body with perpetual succession and a common seal with 
power to act as a corporate body towards promoting rural electrification t improve the living 
standards and economic development prospects of rural dwellers in line with the policy targets 
of the Federal Government of Nigeria (FGN)”. 

Section 88 (12) of the EPSRA, highlights the different sources of funds for rural electrification, 
such as statutory remittances from the Nigeria Electricity Regulatory Commission (NERC), 
any fines obtained by NERC, percentage of the annual turnover of licensees, grants/loans from 
development financial institutional (DFI) partners, budgetary appropriation from National 
Assembly, are to be channelled into the Rural Electrification Fund (REF) of the REA for the 
purpose of promoting and stimulating rural electrification schemes/programmes through grid 
extensions, mini-grid and solar home systems (SHS) implementation.
However, these sources of funds are yet to deliver the appropriate impact towards improving 
rural electrification. Achieving the 2020 target of 75% electrification would require between 
NGN317.8 billion and NGN 525.8billion - for both administration and project schemes costs 
combined. Reaching 100% electrification by 2040 from 2020 (the research context), an 
additional NGN 507.2 billion to NGN 830.2 billion will be required (administration and project 
costs are combined).  Therefore, the cumulative total funding required to reach universal 
electrification by 2040 (that is from 2015 to 2040) will be between NGN 825 billion and NGN 
1.4 trillion, electrifying 100.2 million rural dwellers. 
A review of NERC’s audited Financial Statements for the year ended 31st December 2018 shows 
that NERC was in a loss position in the year ended 31st December 2018 and in a profit position 
in the year ended 31st December 2017. However, it does appear that NERC did remit a total of 
NGN 335,451,646.00 (accrued funds from 2015 to 2017) into the REF in 2017.

It was observed that over total income of NGN 215,000,000.00 was charged as fine penalties by 
NERC. A review of REF’s account did reveal that NERC made a payment of NGN 201,340,646.46 
into the REF in 2017. It can be suggested that the fines imposed by NERC on licensees amounting 
to NGN 201,340,646.46 were part of the NGN 215,000,000 remitted to REF. Nevertheless, fees 
and fines for years 2018 and 2019 are yet to be remitted into REF and the likelihood for 2020 
is looking bleak too; given the fact that no record of further fines has been found from our 
desktop review process. Furthermore, a difference of NGN 13.6million is yet to be remitted if one 
considers our initial assumption, so why didn’t the commission remit all the income to the REF? 
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Monies appropriated from National Assembly appear to be the mainspring of funds for the REF 
since its creation in 2017. An estimated 54% of total funding into REF was obtained from the 
National Assembly’s appropriation. It should be noted that proceeds from the Nigerian Sovereign 
Green Bonds issuance of 2017 and 2019 that relates to renewable energy electrification also 
flows through the budget. Our analysis revealed that allocated funds into REF for the last 4years 
from REA’s capital allocation is about 2.78% (NGN 3,313,131,285) of NGN 119, 027,380,224. 
Based on our review of the REA’s funds allocations from the National Assembly in the last 4 
years, several duplicated renewables-based off-grid projects (outside the REF) are consistently 
reflected as part of rural electrification budget items with considerable capital sizes.

Our analysis also revealed that there appears a yearly decline in the allocated capital into REF 
over the last 4 years. For instance, a 40% drop from 2017 to 2020 is shown making it hard to 
see how REA can achieve the proposed 2040 target. One would expect some form of increase in 
budgetary allocation to the REF on the basis that the Nigerian market has significant potential 
to provide off-grid electricity access and the sector appears more crowded now, than elsewhere.

In conclusion, the Rural Electrification Agency - REA’s current funding model appears to 
indicate strong commitment towards achieving its RESIP target, however current remittances 
specifically from NERC’s source is unsustainable, which needs to be appropriately unlocked; 
while that of budget appropriation from the National Assembly appears insufficient to achieve 
the broader electrification roadmap of REA. Consequently, this report undertaken has presented 
useful insights on the perceived hypothetical challenges arising from NERC’s statutory funds 
provision to the REF, as well as highlighted the existing funding gap for rural electrification. 

The need for more focus on governance-driven approaches has been identified as a means of 
addressing the long-term sustainability of statutory provisions designed to implement public 
based capital projects in the deployment of rural renewable energy sector electrification under 
REA; and more broadly, such respond should be barrier free, timely, transparent and lead to 
market improvements.
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According to the World Bank in February 20211, 85 million Nigerians 

do not have access to grid electricity. This represents 43% per cent 

of the country’s population and makes Nigeria the country with the 

largest energy access deficit in the world. The lack of reliable power is a 

significant constraint for citizens and businesses, resulting in an annual 

economic loss estimated at $26.2 billion (N10.1 trillion).

Nigeria has an estimated population of over 200 million people - of these; 

only 57% have access to electricity. This is because the current grid 

generation capacity is about 4,500 megawatts (as against an installed 

capacity of 12,000 megawatts). Whereas total demand stands at around 

35,000 to 40,000 megawatts. The available electricity mostly goes to 

citizens in urban areas, though less than 50% of their power needs are 

met through the national grid with significant use of expensive diesel 

and petrol-fuelled back-up generator as a complementary - due to the 

unreliable nature of the grid supply (IEA 2017). Rural dwellers, on the other 

hand, have an electricity connection rate of less than 40% (for comparison, 

Ghana, records electricity access rates of 79 per cent countrywide and 

65 per cent in rural areas) (ECOWAS 2018). The result is that many rural 

dwellers are left without access to electricity, with dire consequences for 

national productivity and economic growth. Specifically, unreliable and/

or lack of power supply creates social challenges for rural dwellers such 

as lack of access to farm irrigation, storage and agro-processing, lack of 

potable water, lighting, poor access to functional  healthcare services, 

better quality education delivery, absence of ICT-digital information 

enablement and unemployment, etc. Hence, the lack of rural electrification 

= more rural poverty.

Recognizing the above challenge with its adverse effect on rural areas – 
compromising rural growth and development, the Federal Government 
of Nigeria (FGN) renewed its effort to extend electrification to rural 
communities. Accordingly, the FGN in 2001 set an ambitious goal of 
making reliable electricity available to 75% of the population (rural and 
urban) by 2020; while striving to achieve 100% electricity access by 2040 
with a focus on stimulating economic development and improving the 
quality of rural life. 

CHAPTER 1 – Introduction

1.1 Background

85

Nigeria

million Nigerians do 
not have access to 
grid electricity

is the country with the largest en-
ergy access deficit in the World

$26.2
Billion LOSS

The lack of reliable power is costing 
Nigeria an annual economic loss esti-
mated at $26.2 billion (N10.1Trillion) 

1 World Bank (February 5, 2021): Nigeria to Improve Electricity Access and Services to Citizens. 
https://www.worldbank.org/en/news/press-release/2021/02/05/nigeria-to-improve-electricity-access-and-services-to-citizens
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It is against this backdrop that the Electric Power Sector Reform Act 
(EPSRA) 2005, Section 88 (1), established the Rural Electrification Agency 
(REA) “as a body with perpetual succession and a common seal with 
power to act as a corporate body towards promoting rural electrification 
t improve the living standards and economic development prospects of 
rural dwellers in line with the policy targets of the Federal Government of 
Nigeria (FGN)”2 . 

Specifically, under Section 88 (12) of the EPSRA, different sources 
of funds (such as statutory remittances from the Nigeria Electricity 
Regulatory Commission – NERC and grants/loans from development 
financial institutional (DFI) partners) are to be channelled into the Rural 
Electrification Fund (REF) of the REA for the purpose of promoting and 
stimulating rural electrification schemes/programmes through grid 
extensions, mini-grid and solar home systems (SHS) implementation.3

Nigeria Electricity demand

compared to <4,500Mw current
gridcapacity.

35,000Mw - 40,000Mw

LACK OF 
POWER
SUPPLY
creates social 
challenges 
for rural 
dwellers 

FGN targets 75% 
electricity access 
by 2020, and 100% 
electricity access by 
2024. So far, actual 
electricity access of

57% in 
2021 is 
below set 
target.

primarily to promote rural electrifi-
cation, which will improve the living 
standard and economic development 
of RURAL DWELLERS

REF is established 

2 Electricity Power Sector Reform Act 2005
3 EPSRA 2005
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REF primary  goal

Electric Power 
Sector Reform 
Act(EPSRA) 
2005

is developing electrification projects 
for RURAL AREAS, without the largest 
criteria for project development being 
project bankability or profit. The Goal 
is delivering electrification as a social 
service/public good to simulate rural 
economies and ensure access to 
quality basic services.

Funds from these 
Sources are to be channelled into the Rural Electrification Fund (REF)

Statutory remit-
tances from the 
Nigeria Electric-
ity Regulatory 
Commission – 

NERC

Grants/loans from 
development financial 
institutional (DFI) 

Budget 
Appropriation 
from the FGN 
Annual Budget.

1 World Bank (February 5, 2021): Nigeria to Improve Electricity Access and Services to Citizens. 
https://www.worldbank.org/en/news/press-release/2021/02/05/nigeria-to-improve-electricity-access-and-services-to-citizens

8 Exploring sources of funding for off-grid rural electrification



These sources of funds are 
yet to deliver the appropriate 
impact towards improving 
rural electrification in

Nigeria.

However, these sources of funds are yet to deliver the appropriate impact 
towards improving rural electrification. It is argued that these sources of 
funds are confronted with barriers that need proper on-field investigations. 
There are limited research and documentation have dared to uncover, 
understand and report these barriers. Hence, it is the fundamental concern 
of this study to examine these barriers, seek solutions to addressing 
them and consider alternatives to increase rural electrification funding in 
Nigeria. 

To run the course of this research, the following questions are pertinent to 
answer such as: 

1. Why are the statutory provisions designed to implement 
electrification projects not sufficiently available or not remitted to the REA 
as per the EPSRA 2005? 
2. What must be put in place to ensure that these sources of funds 
for the REA are remitted in an accountable and transparent manner, 
specifically fines and fees, amongst other funding channels from NERC? 
3. What other alternative sources of funds could be explored to 
complement existing funding for rural electrification development to 
achieve its 2040 target?
4. How can regulatory governance towards ensuring all sources of 
funds (both existing and new) for rural electrification be more sustainably 
designed and accounted for by relevant stakeholders including NERC?

2 Electricity Power Sector Reform Act 2005

9 Exploring sources of funding for off-grid rural electrification



1.2 Objectives of the study

To investigate barriers along the various channels of funds 
for rural electrification in Nigeria

To gain an understanding of the current statutory provisions 
designed to implement public based capital projects in 
the renewable energy sector under REA with significant 
attention to NERC and its administrative process as related 
to REF.

To gather industrial and public experts’ perceptions on the 
existing funding channels and help provide new ideas that 
could address the barriers.

To explore channels to fund off grid rural electrification, as 
well as innovative means and model funding. 

To proffer recommendation(s) that will support 
market improvement and government accountability 
in the provision of sustainable funds models for rural 
electrification in Nigeria. 

Recognising the importance of funding to rural electrification development, the objective of this 
research will be to:

1

2

3

4

5

1 World Bank (February 5, 2021): Nigeria to Improve Electricity Access and Services to Citizens. 
https://www.worldbank.org/en/news/press-release/2021/02/05/nigeria-to-improve-electricity-access-and-services-to-citizens
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1.3 Research Methodology

The study is an exploratory research. Using both qualitative and quantitative data approach, the 
study collected both primary and secondary data for analysis. For the primary data, in-depth 

interview survey were used to extract information from key sector players in the RE industry and 
electricity regulating agency (NERC). The interviews were executed through virtual mechanisms 
(such as Zoom and WhatsApp platforms), phone interviews and face to face meetings. Secondary data 
were sourced from sector regulations and laws, annual budget appropriations, off-grid development 
reports, journal publications, NERC reports, REA presentations, magazines, and related studies. 

Data were analysed using simple descriptive and inferential statistical methods like graphs, charts, 
tables, averages, simple percentages, and simple range.

1.  “Act“ means the Electric Power Sector Reform Act (no. 6 of 2005), as may be amended from time 
to time.
2.  “Commission“ means Nigerian Electricity Regulatory Commission, established by the Act
3.  “Financial Year” means the period of 12 months commencing 1st January and ending on 31st 
December within which financial transactions for the relevant year are ascertained
4.  “Licence” means a licence granted by the Commission under Sections 64 -68 of the Act to 
undertake the business of power generation, power transmission, system operations, distribution 
and trading of electricity in the Nigerian Electricity Supply Industry (NESI)
5.  “Licensee” means the holder of a licence granted under Sections 64 – 68 of the Act. 

CONNOTATIONS

2 Electricity Power Sector Reform Act 2005
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Electricity generation in Nigeria dates back to 1856 in Lagos with 

significant development and reforms happening from the creation of 

National Electric Power Authority (NEPA) in 1972 to the Electric Power 

Sector Reform of 2005 where, NEPA became known as Power Holding 

Company of Nigeria (PHCN) and unbundled into 18 successor companies. 

The 18 successor companies were made up of 6 generating companies 

(GenCos); 1 transmission Company and 11 distribution companies 

(DisCos). These successor companies became privatized in 2013 with 

the exception of the Transmission Company, which remained under the 

control of the Federal Government of Nigeria.

At present, Nigerian power sector remains in need of significant 

investments in its utility scale electricity generation. Capacity continues 

to fall short of meeting domestic demands – as national access to 

electricity is about 57%, while in rural areas access is just over 35%4. 

Currently Nigeria has an installed electricity generation capacity of 

about 12,522MW with an average available capacity of about 4,500MW 

to meet the needs of a population of over 200 million people requiring 

over 35,000MW5- meanwhile it is worth noting that the national grid 

breaks down after a load capacity between 4500MW to 5,500MW6. As a 

result of the inadequate supply of electricity, domestic and commercial 

consumers spend an estimated N4.9 trillion (US$ 14billion) annually to 

power 14 GW of small-scale diesel and petrol generating sets7. Meanwhile, 

based on a 2018 HBS co-sponsored report on Mini-grid investment 

market in Nigeria, electricity is delivered at a highly regulated tariff 

ranging between N4 and N50 per kWh that is neither cost-reflective nor 

sustainable8. Today, there are several national policies that support the 

development of more sustainable energy sources in promoting universal 

access to modern energy through renewable energy based-decentralised 

off-grid solutions such as Mini-Grids (MGs) and Solar Home Systems 

(SHS). 

CHAPTER 2 - Background Context and Identifying 
Existing Funding In Rural Electrification in Nigeria

2.1 Synopsis of Rural Electrification in Nigeria

Nigeria’s national 
grid breaks down 
after a load ca-
pacity between  
4500MW to 
5,500MW

4 Osunmuyiwa, O., Biermann, F., & Kalfagianni, A. (2018). Applying the multi-level perspective on socio-technical transitions to 
rentier states: The case of renewable energy transitions in Nigeria. Journal of Environmental Policy & Planning, 20(2), 143–156. 
doi:10.1080/ 1523908X.2017.1343134
5 de Boer, W. (2018, July 2). Addressing the access-to-energy challenge in Nigeria. African Business Magazine. Retrieved from 
http:// africanbusinessmagazine.com/QW8Iu
6 Yetano, M.R et al. 2019. Achieving Sustainable Development Goals in Nigeria’s power sector: Assessment of transition pathways
7 Ditto
8 RMI_Nigeria_Minigrid_Investment_Report_2018.pdf
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The Nigerian government plans to deliver electricity to over 80 million 

rural Nigerians who live without power using both MG and SHS and 

has therefore (progressively) created supporting policy / frameworks 

to facilitate rural electrification schemes in the country. For instance, 

under Section 91 of EPSRA, 2005, the government will be providing 

rural electrification capitals through the Rural Electrification Agency for 

electrification schemes in rural areas. It has also developed the Rural 

Electrification Policy 2009 to encourage private sector participation in 

rural electrification using renewable energy based mini-grid systems 

in remote locations9. More recently, regulatory framework like the 

NERC’s Mini-Grid Regulation of 2017 has been designed to form part 

of the investment friendly framework that supports mini-grid systems 

development for rural electrification. While all these may have resulted in 

modest access to electricity in rural areas, rural households still rely on 

fuel-wood and other expensive, unhealthy and unsustainable sources of 

energy to energize their homes. In fact, by 2018, it was estimated that only 

about 26% of rural households had access to electricity, no significant 

difference compared to when the Rural Electrification Agency was formed 

in 200610. The Federal Government of Nigeria in its Rural Electrification 

Strategy and Implementation Plan (RESIP) 2016 estimated that the cost 

of electricity service extension to rural households each year – from 

2020 to 2040 - is estimated between NGN 317.8 billion and NGN 525.8 

billion [a minimum of NGN 50billion per annum]11.

From a broader and regional context, the African Development Bank 

Group opined that there exist numerous challenges to rural electrification 

in Africa such as policy and regulatory and market development but 

importantly, the financing element appears to top the challenges. 

They further suggested that the financial challenges could arise due to 

insufficient seed support from inadequate sustainable funding for rural 

electrification programmes/projects12. Building on this, in the Sub-Sahara 

Africa region, rural electrification is still understood as being developing 

in nature, with only about 17% of rural communities having access to 

electricity13. Total electricity rate in the region is about 31% with urban 

electrification having 52% as detailed in figure 1 below.

plans to deliver 
electricity to over 80 mil-
lion rural Nigerians using 
Mini-grids (MG) and Solar 
Home system (SHS).

The cost of electricity 
service extension to ru-
ral households each year 
from 2020 to 2040 
requires an average mini-
mum of 

per annum. 

NIGERIAN
GOVERNMENT

NGN50billion
9 RMI_Nigeria_Minigrid_Investment_Report_2018.pdf
10 RMI_Nigeria_Minigrid_Investment_Report_2018.pdf
11 Rural Electrification Strategy and Implementation Plan (RESIP), 2016
12 AfDB, “Financing Rural Electrification,” in Global Conference on Rural Energy Access, 2013.
13 International Energy Association (IEA), “World Energy Outlook,” International Energy Association (IEA), 2013.
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Accordingly, most countries within this region have made commitments towards supporting effective rural 
electrification deployment by addressing development barriers that includes market, political and policy 
related issues, technology, inherent nature of projects and importantly, sources of funding to eliminate or 
at least suppress finance obstacle, especially for early market growth. 
Due to the evolution of rural electrification programs across the region, two key funding models appears 
to be in use14:

Majority of Sub-Sahara African countries tend to lean towards category 2 
due to inadequate local financial capacity from the Government but have 
managed to design frameworks that could address such inadequacies 
and help enhance funding opportunities from other development entities. 
For instance, Ghana (recording an electricity access rates of 91% country 
wide and 79% in rural areas) has put in place a National Electrification 
Scheme (NES) comprising of various supporting financing mechanisms. 
They include: National Electrification Levy (NEL), which is a fee paid by 
consumers and the Self-Help Electrification Programme (SHEP), which 
is a community-driven electrification mechanism15. The NES is believed 
to have also guided Ghana’s preference for public-sector off-grid led 
programmes with strong financial support from International Donors16.   

Rural electrification being implemented by National Utilities that have strong internal financial 
support OR

Rural electrification being implemented by independent entities (such as Renewable Energy Funds 
and/or Agencies such as REA/REF) – comprising of public and/or private parties’ entities (DFIs, 
development partners, NGOs, local associations) with funding sourced both locally and externally. 

1

2

GHANA
FRAMEWORKS

NES
NEL

SHEP

15 Akinyemi, O. et al. 2019. Assessing the Socio-economic impact of the Nigeria Rural Electrification Fund Programme Using a 
Gender Computable General Equilibrium Model
16 https://www.usaid.gov/powerafrica/ghana
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Similarly, Rwanda which had only 6% of the population having access 
to electricity in 2000, rose to 51% of the population energy access by 
2020- either through the grid (37%) or SHS and/or MGs (14%). A clear 
demonstration of the country’s progress in this area, according to 
International Energy Agency (IEA), Rwanda’s national electrification rate 
is estimated at 30% per annum (12% in rural areas and 72% in urban 
areas)17. The country envisions a 100% electricity access by 2024, with 
52% on-grid and 48% off-grid. However, like other parts of East Africa 
region, the financing landscape is dominated by international companies, 
which have been able to attract significant financing from Development 
Finance Institutions (DFIs), equity and impact investors, and specialized 
investment funds. Local financing only makes up a small percentage of 
the overall funding for these companies – a notable situation amongst 
Sub-Sahara Africa countries including Nigeria due to challenges in 
attracting adequate funds and the lack of means to achieve this.

It should therefore be noted that when no direct government intervention 
is available to address these local funding challenges in impoverished 
neighbourhoods such as in the rural areas, renewable energy-based MGs 
or SHSs programmes may become unsustainable and have negative 
socio-economic impact to rural dwellers.

Poor and absent 
policy and regula-

tory framework

Poor and lack of 
finance

o Insufficient initial seed capital
o Lack of funding sustainability, 

which statutory avenues 
should champion.

Poor market
development

RWANDA

have been able to 
attract significant 
financing from De-
velopment Finance 
Institutions (DFIs),
equity and impact 

investors, and spe-
cialized investment 

funds.

17 https://www.usaid.gov/powerafrica/Rwanda
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2.2 Nigeria’s Rural Electrification Agency and 
Mandate

2.2.1 Statutory Mandate - overview

In March 2005, the Federal Government of Nigeria (FGN) passed the 

Electric Power Sector Reform Act 2005 (EPSR Act 2005), which 

established the legal foundation for reform of the Nigerian Electricity 

Supply Industry (NESI), including the establishment of an independent 

regulatory body, NERC and the legal foundation for the establishment 

of the Rural Electrification Agency (REA). REA is a constitutional body 

charged with designing and implementing strategies to achieve rural 

access to electricity through two categories of rural electrification 

solutions (on-grid extension and off-grid development (Mini-Grids & 

Solar Home Systems)18. The agency provides one-off capital subsidies 

and technical assistance to project developers (investors) in order 

to promote fast and cost-effective expansion of electricity access in 

underserved and unserved rural areas across the different geo-political 

zones of Nigeria. REA has 3 key objectives:

To achieve this (specifically in the provision of one-off capital subsidies), 

the Rural Electrification Fund [REF] was established under the section 

88 sub-section II of the EPSRA 2005. The main objective of the REF 

is to provide subsidies towards the initial capital costs of REA rural 

electrification schemes (offering capital grants for up to 75% and 

50% of project costs for MGs and SHSs deployment, respectively). It 

is noteworthy that the subsidies take the form of grants that are only 

applied to project start-up costs towards: 

•    Achieving more equitable regional access to electricity

•   Maximizing the economic, social and environmental benefits of rural 

electrification subsidies 

•    Promoting the expansion of the grid and the development of off-grid 

Increasing access to 
finance in order to achieve 
more equitable access to 
electricity,

1
Stimulating innovative 
approaches to rural 
electrification, and 

2
Improving the living and 
socio-economic conditions 
of rural dwellers.

3

The main objective of the REF is to 
provide subsidies towards the initial 
capital costs of REA rural electrifica-
tion schemes (offering capital grants 
for up to 75% and 50% of project costs 
for MGs and SHSs deployment, re-
spectively).

75%
50%

18 Section 88(13) of the EPSRA
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2.3   Rural Electrification Target and Sources of Funds

electrification 

•    Stimulating innovative approaches to rural electrification provided 

that no part of the REF shall be used as subsidies for consumption.

According to the RESIP, the broad National electrification target indicates that achieving an 

electrification rate of 75% by 2020 will involve extending electrification service to an additional 1.1 

million rural households each year from 2015 to 202019; while to reach the target of 100% electrification 

by 2040, 513,000 new rural household connections must be made from 2020 to 204020. Furthermore, 

the potential investment of reaching these targets is alleged to comprise of two costing elements: (i) 

cost of the rural electrification schemes21 and (ii) the cost of operating the REA. 

Therefore, cost of establishing RE schemes to reach the 2020 target ranged from NGN 311billion to 

NGN 519billion while to reach the 2040 target of universal access, an additional NGN 484billion to NGN 

807 billion will have to be spent in the subsequent 20-year period22.  However, it was projected that the 

cost of running or administering the REA each year from 2015 to 2020 and 2020 – 2040 is estimated 

to be within the range of NGN 6.8billion and NGN 23.2 billion respectively.

Table 1 below gives details of the electrification target to 2040, the estimated cost range and the 

expected number of the rural people.

From the table above, achieving the 2020 target of 75% electrification would require between NGN317.8 

billion and NGN 525.8billion - for both administration and project schemes costs combined. Reaching 

100% electrification by 2040 from 2020 (the research context), an additional NGN 507.2 billion to 

NGN 830.2 billion will be required (administration and project costs are combined).  Therefore, the 

cumulative total funding required to reach universal electrification by 2040 (that is from 2015 to 2040) 

will be between NGN 825 billion and NGN 1.4 trillion, electrifying 100.2 million rural dwellers. 

In the EPSRA and RESIP, both policy documents inferred that reaching the universal electrification 

target by 2040 will require funding and investment from a combination of sources including the 

Table 1: Rural Electrification Target to 2040, estimated cost range and number of rural people to be electrified

Source: Rural Electrification Strategy and Implementation Plan (RESIP), 2016

19 It is estimated that by 2020, urban electrification will be nearly completed, which would imply a 50% electrification rate, comprised solely of urban dwellers. Thus, to reach the 75% target the 
additional 25% would have to be rural connections, equating to 40 million people. An estimated 24 million rural inhabitants currently have access to electricity. Thus, an additional 39.6 million 
people would have to gain access to rural electricity services by 2020 to reach the FGN electrification target. Assuming an average household size of 6 persons, this equates to some 6.6 million 
rural households over the 6-year period, or some 1.1 million rural households, per year, from 2015 to 2020.
20 With the remaining population that will not have been electrified by 2020, and the additional population resulting from population growth, the target for 2020-2040 will be to electrify 61.6 million 
rural people (equal to approximately10.3million rural households). Over the 20-year period, that is 3.1million people (or 513,000 rural households) each year.
21 Research focus as it relates to REF’s based capital projects / programmes such as the current REF CALL 1 and GIZ/REF minigrid acceleration scheme
22 These figures are based on the estimated number of new connections required (equal to the household connections detailed above plus an additional 10% for enterprise connections) and an 
estimated cost per connection ranging from $330 to $550
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Federal Government of Nigeria (FGN), other Nigerian Government entities  (e.g.,  State and Local 

Governments,  relevant Ministries), electricity companies and customers, international donors and 

development banks, commercial banks (both domestic and foreign), RE scheme operators and 

customers (i.e., end- users), and equity investors. In particular, for rural electrification schemes where 

the REF will be utilised as a one-off partial capital subsidy, the different sources of funds defined in 

accordance with the EPSR Act 2005, consists of the following capital and assets:

1.   Any surplus appropriated pursuant to the EPSR Act 2005 (section 53); 

2.   Any fines obtained by NERC pursuant to the EPSR Act 2005; 

3.  Any donations, gifts, or loans made by international agencies, State Governments, the Federal 

Government, local communities, businesses or any other entity; 

4.   Any contribution that may be made pursuant to the EPSR Act 2005, and interest and other benefits 

accrued to the Fund; and,

5.   Monies appropriated by the National Assembly/Special Intervention fund. 

6.   Such percent of the annual turnover of the licensees as may be determined by commission

However, the EPSR Act 2005 does provide the sources of funds towards rural electrification as seen 

above; limited details on its implementation are contained in the legislation. Further analysis on the 

nature and context of each of the sources of fund is captured in section 2.5. The report now takes 

a critical look at the potential funding gap context as related to achieving the 2040 electrification 

target against current funding to the REF.

We build our analysis from earlier discussion regarding REF’s sources of Fund in sub-section 2.3.

This is in reference to funds; surplus to the budgeted requirements of Nigerian Electricity Regulatory 

Commission (NERC) after an audit has been conducted on its account by an auditor appointed 

pursuant to the guidelines issued by the Auditor-General of the Federation. Section 53 provides that 

such surplus funds shall be paid by NERC to the REF subject to the approval of the National Assembly. 

A review of NERC’s audited Financial Statements for the year ended 31st December 2018 shows 

that NERC was in a loss position in the year ended 31st December 2018 and in a profit position in 

the year ended 31st December 201723. However, it does appear that NERC did remit a total of NGN 

335,451,646.00 (accrued funds from 2015 to 2017) into the REF in 2017 (see table 5), being: 

(i) surplus funds from NERC budgeted requirements (NGN 134,111,000.00) and 

(ii) fines imposed by NERC on licensees (NGN 201,340,646.46)24.  

Both remittances were utilised as part of REF Call 1 project, 11 out of 12 projects are already completed 

and commissioned. Preference both remittances were utilized as part of REF Call 1 projects to deploy 

12 mini-grids and 14 Solar Home Systems (SHS) 

2.3.1 Examination of REF’s Funding Sources

2.3.1.1   Any surplus appropriated pursuant to the EPSR Act 2005 (section 53):

23 NERC’s Financial Statements for the year ended 31st December, 2018 show that NERC had a Total Income of NGN5,994,532,000, Total Expenditure of NGN6,826,386,000 and Total 
Comprehensive Loss of NGN312,198,000 in the year ended 31st December, 2018. The Financial Statements further show that NERC had a Total Income of NGN6,298,451,000, Total 
Expenditure of NGN5,061,731,000 and Total Comprehensive Profit of NGN1,450,354,000 in the year ended 31st December, 2017.
24 REF’s Strategic Focus 2019.
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Income is generated by the Commission from fees, fines/charges and other incomes gotten from 

DisCos, GenCos and other players in the sector. A percentage of these monies (determined by the 

Commission) is to be paid directly to REF as per EPSRA. For instance, we obtained various fees and 

fines penalties from NERC to the Discos between the periods 2015 to 2020, it was observed that over 

total income of NGN 215,000,000.00 was charged as fine penalties as illustrated in the table below.

In Nigeria, private-sector players primarily develop solar hybrid mini-grids with financial backing from 

different financial structures (grants, debt, equity). However, grants / loans from DFIs and donor 

agencies is the most accessed form of capital aside from government-based funding.

DFIs such as The World Bank, the African Development Bank and the European Union’s Nigerian Energy 

Support Programme (NESP), implemented by the German Agency for International Development 

A review of REF’s account did reveal that NERC made a payment of NGN 201,340,646.46 into the 

REF in 2017. It can be suggested that the fines imposed by NERC on licensees amounting to NGN 

201,340,646.46 was part of the NGN 215,000,000 remitted to REF. Nevertheless, fees and fines for 

years 2018 and 2019 are yet to be remitted into REF and the likelihood for 2020 is looking bleak too; 

given the fact that no record of further fines have been found from our desktop review process. 

Furthermore, a difference of NGN 13.6million is yet to be remitted if one considers our initial 

assumption, so why didn’t the commission remit all the income to the REF? 

2.3.1.2   Any fines and fees obtained by NERC pursuant to the EPSR Act 2005;

2.3.1.3 Any donations, gifts, or loans made by international agencies, State Government, 
the Federal Government, local communities, businesses or any other entity:

S/N Discos Amount Fined 
(NGN) 

Narrative 

1 Benin Electricity Distribution 
Company (BEDC) 

6,200,000.00 
Complaints in 2016 

2 Port Harcourt Electricity 
Distribution Company 

6,200,000.00 
Complaints in 2016 

3 Ikeja Electricity Distribution 
Company (IKEDC) 

131,400,000.00 
metering order in 2016 

4 Ibadan Electricity 
Distribution Company 
(IBEDC) 

21,200,000.00 
electricity transformer and 
energising communities in 
2015 

5 Ibadan Electricity 
Distribution Company 
(IBEDC) 

50,000,000.00 -compliance 
with order number NERC / 173 
/ 2017 

 TOTAL 215,000,000.00  

 Table 2: Fees and Fines obtained by Discos by NERC

Source: Nigeria Electricity Regulatory Commission – Public Affairs Department
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(GIZ) are major donors (providing both technical and financial assistance) to the rural electrification 

schemes in Nigeria. Other entities within this source of funds components are yet to contribute to 

the REF even though, several engagements with the likes of state governments, corporate businesses 

and commercial banks have ensued including with the National Assembly as regards to constituency 

projects. These have yielded little success.  

On the commercial bank’s front, they have thus far been largely absent from Nigeria’s mini-grid 

market. According to a study conducted by Bloomberg NEF and Sustainable Energy for All (SEforALL) 

in 2020, developers regard commercial bank debt as too costly and too inflexible, with interest rates 

of 25 percent and the tenor lasting for two years best. Most commercial banks are yet to develop 

sustainable project financing product available permitting vendors to borrow solely against predictable 

cash flows. Instead, local banks require developers to provide physical assets as collateral. Even then, 

lenders tend not to accept solar equipment (a physical asset) as collateral but instead require that 

borrowers own real estate that can be used for that purpose25. 

Figure 2: Example of Developmental Partners in the Nigerian Energy Sector

25 https://minigrids.org/wp-content/uploads/2020/06/Nigeria_Case_Study.pdf
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Accordingly, current DFIs programmes is present below:
No D FIs Programme Name and Nature Programme Amount  Funds 

remitted for 
REF 

1 World 
Bank/AFDB  

 - The 
programme consists of four components and its 
goal is to increase access to electricity services 
for households, public educational institutions 
and micro, small and medium enterprises 
throughout Nigeria. 
 
From AFDB, the fund focuses on helping the REA 

universal energy access) target by 2030 and 
help de-risk and scale-up private sector 
investment. The fund is focused on both mini-

-grid solutions.  
 

USD 350million  
 
 
 
 
 
 
USD 200million 
 
 
 
 
Total: USD 550 
million 

No  

2 GIZ Mini-Grid Accelerator Schemes (MAS) - the 
MAS tender, which aims to promote productive-
use business models for mini-grids electrifying 
21,000 connections including residential, public, 
commercial and productive users at an 

 
 
Interconnected Mini-Grid Accelerator 
Scheme (IMAS) - The IMAS is a nationwide non-
site-
targets developers who can build a sustainable 
business model to provide stable electricity to 
grid-connected but poorly-served communities 
in Nigeria (a minimum of 15,000 customers), 
where such projects would have been unfeasible 
without the IMAS. However these grants are 
directly given to the developers through the 
schemes and are jointly implemented by REF 
and NESP, funds are not paid directly to REF 
accounts 

EUR 12 million  
 
 
 
 
 
EUR 3.3million 
(Expected) 
 
 
 
 
 
Total: EUR 
15.3million 

Yes  

2.3.1.4 Any contribution that may be made pursuant to the EPSR Act 2005, and interest and other 

benefits accrued to the Fund:  In this regard, section 89 of the EPSRA provides that to the “extent 

required by the Rural Electrification Strategy and Implementation Plan (RESIP) and to cover any 

shortfall in the capital and assets of REF, NERC may determine the contribution rates to be sent to 

REF by licensees and eligible customers.  By section 90(1) of the EPSRA, such licensees and eligible 

customers that are liable to make the contributions to the REF shall make the contribution at the 

rates and for the duration specified by NERC under the section 89(1) of the EPSRA”.  

Also, paragraph 5.2 of the RESIP states that “in addition to eligible customers, consumers (other than 

the under privileged consumers whose access to power is meant to be supported by the REF) whose 

retail power tariffs have reached a level where they reflect the cost of electricity may be required to 

make contributions to the REF”. However, it should be noted from our review that this inclusion is not 

26 The World Bank, the African Development Bank and Nigeria’s Rural Electrification Authority (REA) have recently made major  commitments to the country’s mini-grids with 
a USD 550 million fund for the Nigeria Electrification Project (NEP) of which USD 220 million is dedicated to implementing an RBF programme through a performance-based 
grant (PBG) and minimum subsidy tender mechanism to help developers finance solar hybrid mini-grids.
27 While, the World Bank’s USD 350 million loan to the Federal Ministry of Finance to implement a five-year programme known as the Nigeria Electrification Project (NEP) 
and the Africa Development Bank; USD 200 million to further support the NEP, our review noted that both funds were not remitted into REF. This was quite unusual given the 
understanding that such sources of rural electrification fund should be channelled to the REF as per EPSRA 2005

26

27
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contemplated under the EPSRA and as such should not have the force of law given its conflict with an 

Act of the National Assembly. 

To facilitate the implementation of this funding option, it requires the REA will therefore need to 

establish and publish the procedure for the collections and payments.

2.3.1.5 Monies Appropriated from National Assembly

Monies appropriated from National Assembly appear to be the main spring of fund for the REF since 

its creation in 2017. An estimated 54% of total funding into REF was obtained from the National 

Assembly’s appropriation. It should be noted that proceeds from the Nigerian Sovereign Green Bonds 

issuance of 2017 and 2019 that relates to renewable energy electrification also flows through the 

budget. The choice of the first set of green bond projects under the Nigerian green bond are not 

operative under the mandate of REA - stimulating rural economies. The 2017 and 2019 green bond 

RE projects were largely focussed on energizing federal Universities and selected university teaching 

hospitals. 

A breakdown of monies appropriated from the National Assembly into REF (in the last 4 years) and its 

utilisation is presented below. 

Our analysis revealed that allocated funds into REF for the last 4years from REA’s capital allocation is 

about 2.78% (NGN 3,313,131,285) of NGN 119, 027,380,224. Based on our review of the REA’s funds 

allocations from National Assembly in the last 4 years, several duplicated renewables based off-grid 

projects (outside the REF) are consistently reflected as part of rural electrification budget items with 

considerable capital sizes. Perhaps, this may have affected the funding being appropriated to the REF 

as indicated in figure 4 below.

Our breakdown from figure 3 also revealed that there appears a yearly decline in the allocated capital 

into REF over the last 4 years. For instance, a 40% drop from 2017 to 2020 is shown making it hard 

to see how REA can achieve the proposed 2040 target. One would expect some form of increase in 

budgetary allocation to the REF on the basis that the Nigerian market has significant potential to 

provide off-grid electricity access and the sector appears more crowded now, than elsewhere29.

No Fiscal year Total Capital Allocation to 
the REA (NGN billion) 

Annual REF’s allocation 
from REA’s total 
budget (NGN billion) 

% of REF vs 
REA’s total 
budget 

% of 
release to 
the REF 

1 2017  30,217,750,315 1,000,000,000  3.30% 100% 
2 2018  39,830,440,233 968,131,285 2.43% 100% 
3 2019  21,485,099,388 945,000,000 4.39% 100% 
4 2020  27,494,090,288 400,000,000 1.45% 100% 
  119,027,380,224  3,313,131,285  2.78%  

Table 4: Total Capital Allocation to REA vs Actual REF’s allocation 

Source: Budget Appropriation 2017 - 2020

28

28 2017 marked the reference year when REF was operationalised.
29 https://minigrids.org/wp-content/uploads/2020/06/Nigeria_Case_Study.pdf
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Figure 3: REF’s annual allocation

Table 5: Breakdown of sources of funds into REF since 2017 

Source: Author generated

2.3.1.6 Such percentage of the annual turnover of persons that hold licensees under the 
EPSRA as may be determined by NERC: Licensees are required to remit portions of their annual 

turnover to the REF. The amount to be paid by the Licensees is to be determined by NERC. While this 

is a requirement under the EPSRA, we note that NERC, pursuant to its powers to make regulations 

in furtherance of the EPSRA, has created an obligation on Licensees under the NERC Licence and 

Operating Fees Regulations to pay an annual operating fee to NERC. However, no form of licensees’ 

turnover has been remitted into the REF as at time of writing the report. 

*      GIZ’s Mini-Grid Acceleration Scheme project under the Nigeria Energy Support Programme (NESP)
**   Currently being utilised (as per REF CALL 1 program) to deploy 12 mini-grids and 14 solar home systems across the 6 geographical regions in Nigeria (NGN 2.3billion)
*** Being mobilised by REA to undertake the REF CALL 2 program. (NGN 1.3billion plus)

 2.4   The Funding Gap – Target versus Current
         Funding

Period of 
funding  

Fund from DFIs to 
REF (NGN)  

Est. monies 
appropriated from 
National Assembly 

(NGN)  

Funds From NERC Total estimated 
funds into REF 

2017  0.00 1,000,000,000.00  335,451,646.00 1,335,451,646.00** 
2018  0.00 968,131,285.00  0.00 968,131,285.00** 
2019  0.00 945,000,000.00*** 0.00  945,000,000.00 
2020  2,400,000,000.00* 400,000,000.00*** 0.00  2 ,800,000,000.00 
Total  2 ,400,000,000.00 3,313,131,285.00 335,451,646.00  6 ,048,582,931.00 

30 https://budgetoffice.gov.ng/index.php/resources/internal-resources/budget-documents
31 NESP 2 Presentation: Mini-grid Acceleration Scheme (MAS), 2019.
32 Federal Ministry of Power Budgetary Allocation from National Assembly

31

30

32
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We observe from the table that total remitted fund within the REF was NGN 6,048,582,285.00 over 

the last 4 years. Of this total figure, about NGN 3.3billion came from the National Assembly (hence 

the large 54.8% observed); NGN 2.4billion from (DFI)33 (40%) and the rest, NGN 335million (5.5%) 

from NERC. This has profound implication towards achieving the electrification target of 2040. Table 

6 provides what this infers. 

Figure 4: Sources of funds into REF from 2017 to 2020. 

Table 6: Targeted funding gap included projected to 2040

Source: Budget Office of the Federation – Budget Appropriation

Source: Author generated

Rural 
 

target year 

Estimated Annual 
Funding required 
(NGN billion) to 
meet the set 
Target by 2020 

Current estimated 
REF capital in 2020 
(as per table 2) 
(NGN billion) 

Funding gap (NGN 
billion) 

Total funding gap to 
2040 (NGN billion) ;- 
assuming a constant 
moving average. 

2020 to 2040  5 0,000,000,000  2,800,000,000 47,200,000,000 944,000,000,000 

The table 6 above shows that based on the current funding provisioning to the REF (NGN 

2,800,000,000), to actualise the electrification of 513,000 rural household in 2020 (though not 

realistic now), an additional funding of NGN 47,200,000,000 is required to achieve this. The table 

also informs us the likely forecasted funding gap to 2040 to be NGN 944,000,000,000 towards 

achieving the 2040 electrification target. 

35

34

33 While, the World Bank’s USD 350 million loan to the Federal Ministry of Finance to implement a five-year programme known as the Nigeria Electrification Project (NEP) and 
the Africa Development Bank; USD 200 million to further support the NEP, our review noted that both funds were not remitted into REF33. This is quite unusual given the 
understanding that all sources of rural electrification fund should be channelled into the REF as per EPSRA 2005. Hence, the combined capital of USD 550 million was 
not taken into consideration as part of the DFI’s funds contribution in table 2 and subsequently, not reflected in the total funding channelled into REF to date. 
34 Budget Office of the Federation – Budget Appropriation (2017-2020): https://budgetoffice.gov.ng/index.php/resources/internalresources/budget-documents
35 In the RESIP, an annual additional 513,000 rural household is expected to be connected from 2020 to 2040. Furthermore, the cost of reaching these target (2020 to 2040) is 
estimated between NGN 317.8 billion and NGN 525.8 billion, suggesting a minimum of NGN 50billion per annum is required to fund the additional 513,000 rural household
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Figure 6: Percentage variation between current vs targeted funding as at 2020

Figure 5: Funding Gap in Rural Electrification Fund

Source: Author’s Analysis

This gap is further represented in a percentage format to help better appreciate the significant task 

Nigeria’s current rural electrification funding processes may need to undertake towards attracting 

sufficient funds and the framework to achieve this. From the chart below, only 6% of the required NGN 

50,000,000,000 is available funds with 94% funding still required.

One begins to wonder what the difference could be if the sources of funds are efficiently remitted into 

REF. We provide a closer insight into the various sources of funds and channels to help us understand 

some of the potential challenges identified in earlier studies.
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CHAPTER 3 - Perceived Funding Challenges and 
Alternative Funding Sources

3.1 Perceived Challenges in the Local Funding   
 Channels
We observe from the table that total remitted fund within the REF was NGN 6,048,582,285.00 over 

the last 4 years. Of this total figure, about NGN 3.3billion came from the National Assembly (hence 

the large 54.8% observed); NGN 2.4billion from (DFI)  (40%) and the rest, NGN 335million (5.5%) 

from NERC. This has profound implication towards achieving the electrification target of 2040. Table 

6 provides what this infers. 

Table 7: Summary of the analysis on the difference sources of funds

No Channels of Funds Perceived Challenges / gaps 
1 Any surplus appropriated 

pursuant to Section 53 of 
the EPSRA. 

Given the antecedent and nature of this channel, this source of funding 
may not be readily available every year for the REF. Additionally; it will 
also require approval from the National Assembly. Furthermore, lack 
of proper framework or operational guideline to ensure  and 
timely remittance is yet to be developed.  

2 Any  obtained by 
NERC pursuant to the 
EPSRA;  

While these  are a viable source of funding as seen in our analysis, 
they are however not foreseeable or predictable. NERC lacking 

 electricity distribution companies. NERC 
seem not to be able to enforce compliance in the form of actual 
payment of  for default. The lack of openness and transparency in 
the NERC, and challenges it faces (if any) is not 
documented in public space.  

3 Any donations, gifts, or 
loans made by 
international agencies, 
State Government, the 
Federal Government, local 
communities, businesses 
or any other entity; 

So far, this channel especially the international donations, have been 

most of this funding is not sustainable as they are at the discretion of 
the donor partners
sustainability is still lacking in the country. 
 
It is also argued that international funds like the DFIs – World Bank and 
AFDB – are not engaging with the REF as stipulated in EPSRA 2005 – 
focussing on electrifying core rural areas. This could potentially be a 
hindrance to achieving the rural  targets by 2040 and 
funds could be utilised to deploy other -grid based programmes 
outside the sphere of rural  For instance, a USD 205 
million (representing 37.2% of the total budget of USD 550 million) is 
being utilised to construct solar hybrid mini-grid for universities and 
hospitals. While these market sectors (universities and hospitals) are 
also important, they are not considered as rural  
programmes as designated in REA’s mandate and ESPRA 2005. An 
additional 1.9 Billion Naira was received from the National Assembly  
 
In the execution of , mobilizing funds and ensuring 
sustainable frameworks by the REA, RE Developers and the mother 
ministries are not engaging with State governments and local 
communities for equity contributions in the project deployment. 
Funding for RE across Nigerian states has been poor (almost non-
existing) as there is no pool of funds with set criteria that compels or 
encourage the State government to . 
The Nigerian Basic Health Care Provision Fund (NBHCPF) is a perfect 
example of a national pool fund where State Governments, Federal 
government (1% consolidated fund) and donors contribute into; and 
only eligible states (via their contribution) qualify to enjoy the provision 
and programs. Such models can be adopted f . It 
should be recognised that very few states are electrifying core sectors 
like health care.  
 

community-owned mini-
grids, community-sponsored SHS is yet to be explored in Nigeria. Most 
communities in Nigeria (rural and urban) often come together to make 
purchases, replacements, and repairs of electricity assets and join 
payment of bills. Such norms should be explored via the introduction 
and promotion of community model RE solutions.   
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No Channels of Funds Perceived Challenges / gaps 
1 Any surplus appropriated 

pursuant to Section 53 of 
the EPSRA. 

Given the antecedent and nature of this channel, this source of funding 
may not be readily available every year for the REF. Additionally; it will 
also require approval from the National Assembly. Furthermore, lack 
of proper framework or operational guideline to ensure  and 
timely remittance is yet to be developed.  

2 Any  obtained by 
NERC pursuant to the 
EPSRA;  

While these  are a viable source of funding as seen in our analysis, 
they are however not foreseeable or predictable. NERC lacking 

 electricity distribution companies. NERC 
seem not to be able to enforce compliance in the form of actual 
payment of  for default. The lack of openness and transparency in 
the NERC, and challenges it faces (if any) is not 
documented in public space.  

3 Any donations, gifts, or 
loans made by 
international agencies, 
State Government, the 
Federal Government, local 
communities, businesses 
or any other entity; 

So far, this channel especially the international donations, have been 

most of this funding is not sustainable as they are at the discretion of 
the donor partners
sustainability is still lacking in the country. 
 
It is also argued that international funds like the DFIs – World Bank and 
AFDB – are not engaging with the REF as stipulated in EPSRA 2005 – 
focussing on electrifying core rural areas. This could potentially be a 
hindrance to achieving the rural  targets by 2040 and 
funds could be utilised to deploy other -grid based programmes 
outside the sphere of rural  For instance, a USD 205 
million (representing 37.2% of the total budget of USD 550 million) is 
being utilised to construct solar hybrid mini-grid for universities and 
hospitals. While these market sectors (universities and hospitals) are 
also important, they are not considered as rural  
programmes as designated in REA’s mandate and ESPRA 2005. An 
additional 1.9 Billion Naira was received from the National Assembly  
 
In the execution of , mobilizing funds and ensuring 
sustainable frameworks by the REA, RE Developers and the mother 
ministries are not engaging with State governments and local 
communities for equity contributions in the project deployment. 
Funding for RE across Nigerian states has been poor (almost non-
existing) as there is no pool of funds with set criteria that compels or 
encourage the State government to . 
The Nigerian Basic Health Care Provision Fund (NBHCPF) is a perfect 
example of a national pool fund where State Governments, Federal 
government (1% consolidated fund) and donors contribute into; and 
only eligible states (via their contribution) qualify to enjoy the provision 
and programs. Such models can be adopted f . It 
should be recognised that very few states are electrifying core sectors 
like health care.  
 

community-owned mini-
grids, community-sponsored SHS is yet to be explored in Nigeria. Most 
communities in Nigeria (rural and urban) often come together to make 
purchases, replacements, and repairs of electricity assets and join 
payment of bills. Such norms should be explored via the introduction 
and promotion of community model RE solutions.   

27 Exploring sources of funding for off-grid rural electrification



3.2 Potential Local Funding Channels for Rural 
Electrification Funding

28 Exploring sources of funding for off-grid rural electrification



3.3 Existing International Funding Avenue in 
Nigeria for Rural Electrification
According to section 88 (12) of the EPSRA, grants/loans from development financial institutional (DFI) 

partners) are to be channelled into the Rural Electrification Fund (REF) of the REA for the purpose of 

promoting and stimulating rural electrification schemes/programmes through grid extensions
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potential. The grant amount will be determined competitively through the tender; and

2. A performance-based grant program for the development of mini grids on a spontaneous 

basis (developers may use to electrify the communities of their choice).

B) The African Development Bank  (AfDB) 

AFDB reported that it has provided $3 billion to the energy sector between 1967 and 2007. 90% of the 

energy sector support went to power supply activities under two facilities:  African Development Fund 

and African Development Bank window. The first facility supported rural electrification programmes 

while the second mainly supported large-scale power generation projects. Recently the Board of 

Directors of the AfDB approved a USD 200 million sovereign facility to the Nigerian Government to 

finance the Nigeria Electrification Project (NEP) with the World Bank. NEP, which will be implemented 

by Nigeria’s Rural Electrification Agency (REA), is an innovative, private sector-led approach to 

catalyse development of off-grid – particularly mini-grid – solutions for Nigeria’s rural communities. 

The components of NEP that the Bank will finance include (i) a minimum subsidy tender program 

awarding upfront subsidies to private sector developers to support the rollout of solar and/or hybrid 

mini-grid solutions across up to 250 sites; (ii) a performance-based grant program incentivising 

the adoption of energy efficient productive use appliances in rural communities; (iii) Phase 3 of the 

Energising Education Programme (EEP): a government-led initiative that aims to install dedicated 

power systems  for federal universities and teaching hospitals across the country’s six geopolitical 

zones; and (iv) technical assistance and capacity building for a wide range of public and private sector 

stakeholders in the country’s off-grid sector.

C) Carbon market instruments

The global carbon market has grown significantly and was worth$142 billion in 2010, the market 

is dominated by the emissions trading of the European Union (accounting for 84% of the market 

value). The Clean Development Mechanism (CDM) of the Kyoto Protocol which was one of the main 

mechanisms of involving the developing countries in the climate mitigation process through financial 

flow from the developed world has seen a major fall in its market value: 7.4 billion in 2007 to 1.5 billion 

mini-grid and solar home systems (SHS) implementation. Some of these international funds from the 

international community include:

A) The World Bank: 

World Bank leads the funding for rural electrification, and have committed up to 750 Million dollars 

toward the development of RE Projects in Nigeria, but only about 350 Million dollars have been 

allocated. The Nigeria Electrification Project (NEP) is a private sector-driven initiative of the Federal 

Government of Nigeria in collaboration with the World Bank, which aims to provide power to 250,000 

SMEs and one million households. Key components include grants and subsidies for solar mini-grids, 

SHS, and captive power for education. The Nigeria Electrification Project aims to increase access to 

electricity services for households, public educational institutions, and underserved micro, small, and 

medium enterprises (MSMEs). The project comprises of four components. One of them is the Solar 

Hybrid Mini Grids Component. This component consists of two funding windows: 

1. A minimum subsidy tender to electrify selected communities that have high economic growth 
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in 2010. Consequently, Africa as a continent has not gained much from the CDM despite a number of 

corrective measures taken by the CDM Executive Board.  

D) The Global Environment Facility  (GEF)  

The Global Environment Facility  (GEF) has been another source of climate finance over the past 20 

years. The facility has invested $10.5 billion in 2700 projects in 165 countries and arranged $51 billion 

in co-financing. It has a dedicated fund for the least developed countries but most of the funding is 

directed towards climate change issues and not specifically for energy access. Therefore, despite a 

significant growth of the carbon finance market, it remains less accessible to small and poor developing 

countries and has not helped much in financing energy access in West Africa especially Nigeria. 

E) Carbon markets public revenues

Three main mechanisms fall under this option;

• Auctioning part of assigned amount units to countries with emission reduction targets,

• Earmarking revenues from emission allowances in countries with emission trading schemes 

(ETS), and 

• Taxes on international offset projects such as Clean Development Mechanism (CDM). 

Carbon finance can contribute to co-financing new renewable energy infrastructure. As a market-based 

(and legally enforceable) mechanism, it is more predictable than budget aid and can help generate 

efficiency gains and bring down cost of renewable energy. So far though, returns on private sector-

financed projects tend to be low, underscoring the need for public-private partnerships. Regarding 

CDMs, so far they have delivered only minimal results in Africa, with only two percent of all CDM projects 

originating on the continent. The main reasons are;

• High cost of doing business in Africa; 

• Low per capita emission which reduces scope for savings;

• The CDM framework does not address forestry and land use charges, areas where Africa has 

substantial potential for reductions; and

• Africa specific needs are not taken into account (e.g. shortage of technical capacity).

F) European Union (EU)

In Nigeria, the current renewable energy target is codenamed “Vision 30:30:30:30”. Africa’s most 

populous country hopes to have an installed energy capacity of 30 GW by 2030, 30% of which will 

be renewable. The European Union (EU) will release a €150 million package dedicated to financing 

renewable energy in Nigeria. “I would like to urge the federal government to take the issue of climate 

change seriously and show the way forward to address it. The major actors should also take this 

opportunity to support each other so that everyone plays their part and assumes their responsibilities,” 

said Ketil Karlsen, Head of the EU Delegation in Nigeria.

Nigeria is now receiving EU support for the third time under its energy programme within a year. In May 

2019, the European Union announced two major investments in Nigeria in the renewable energy sector. 

These are the €30 million investment facility of the Electrification Financing Initiative (ElectriFI) and a 

€165 million direct loan from the European Union. A total of 195 million euros, which will help to promote 

people’s access to electricity, support companies investing in off-grid projects in Nigeria (solar home 

kits) and support the private sector in providing deserved areas with electricity.
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3.4 Examples Of Innovate Funding Options for 
Rural Electrification36

Name Description  Who it’s for 
Asian 
Development 
Bank (ADB) 

ADB's climate change initiatives 
are creating access and incentives 

help make mitigation and 
adaptation actions more 

developing countries. ADB works 
with a number of partners on three 
fronts: 
• Mobilizing concessional 

resources through a number 
of mitigation and adaptation 
funds. 

• Catalysing private sector 
investments. 

• Maximizing the use of market-
based mechanisms, such as 
through the Carbon Market 
Program. 

 

Clean Energy Funds and 
Partnerships, namely: 
• Clean Energy Financing 

Partnership Facility 
(CEFPF) 

• Climate Change Fund 
(CCF) 

• Renewable Energy, 

Climate Change 
(REACH) 

Funding through Climate 
Change Initiatives, namely: 
• ADB Climate Change 

Fund (CCF) 
• Urban Climate Change 

Resilience Trust Fund 
(UCCRTF) 

• Integrated Disaster Risk 
Management Fund 
(IDRM Fund) 

• Future Carbon Fund 
(FCF) 

Funding through Energy for 
All Partnership. 

• Policy 
makers 

• Project 
planners 

• NGOs 
• SMEs 
 

South-South 
Global Assets and 
Technology 
Exchange (SS-
Gate) 

SS-Gate analyses its client's 

status, industry attributes and 
national policy and then selects the 
appropriate source of funding, 

(relying on banks, investment 
institutions, government funding 

order to provide clients with a 

solution 

A website where Southern 
governments, institutions 
and companies can list 

services, information and 
resources – and where 
private sector companies in 
other Southern countries can 

those needs. 
Local facilitation and 
transactional support are 
provided by SS-GATE country 
centres, regional hubs and 
the SS-GATE secretariat in 
Shanghai, China. 

• Policymakers 
• Project 

planners 
 

Korea 
Technology 
Finance 
Corporation 
(KOTEC) 

KOTEC was founded in 1989 by the 
Korean Government as a non-
credit guarantee institution under 
the special enactment, "Financial 
Assistance to New Technology 

• Guarantees for start-up 
funds 

• Venture investment 
guarantee 

SMEs (Korean 
partner required) 

36 The Marketplace for sustainable Energy - Finding Sources of Funding: 
https://www3.wipo.int/wipogreen/en/network/funding.html

32 Exploring sources of funding for off-grid rural electrification



Korea 
Technology 
Finance 
Corporation 
(KOTEC) 

KOTEC was founded in 1989 by the 
Korean Government as a non-
credit guarantee institution under 
the special enactment, "Financial 
Assistance to New Technology 
Businesses Act". The Act went 
through a full-scale revision and was 
renamed the "Korea Technology 
Finance Corporation Act" in 2002. 
KOTEC is now a specialized 
institution providing full-scale 
support to SMEs and venture 
businesses with competitive 
technology, innovation, and other 
knowledge-based business content 
at all growth stages. The mission of 
KOTEC is to take a lead in converting 
the Korean economy to be more 
creative and innovative. 

• Guarantees for start-up 
funds 

• Venture investment 
guarantee 

• Angel investment and 
guarantees for P-CBOs 

• Technology-preferential 
guarantees 

• Special guarantees for 
SMEs undergoing 
restructuring 

• Tech and managerial 
advisory service 

• Support programs in 
collaboration with 
business incubation 
centres 

• Start-up seminars, 
venture incubator 
contests 

• Assistance for 
technological 
cooperation and 
globalization strategies 

• M&A, A&D and 
technology transfer 
brokerage 

SMEs (Korean 
partner required) 

Climate Finance 
Options 

This web platform, jointly developed 
by the UN Development Programme 
(UNDP) and the World Bank Group, 
is the go-to site for information on 

 

A harmonised description of 
types of funds available, 
including:  
• Examples of successful 

cases of blending 
 

• A knowledge centre with 
a glossary of terminology, 
and a library with related 
publications; 

•   A collaborative user 
community. 

 

• Policymakers 
• Project 

planners 
• NGOs 
• SMEs 
 

Climate Funds 
Update 

Climate Funds Update is an 
independent website that provides 
information on the growing number 
of international 
initiatives 

• Where and by whom 
climate change funds are 
being developed. 

• The scale of proposed 
 

• What the funds support, 
in terms of focus, regions 
and particular projects. 

• Policy 
makers 

• Project 
Planners 
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Adaption Funding 
Interface 

This is the United Nations 
Framework Convention on Climate 
Change’s (UNFCCC) adaptation 
funding interface. Users can 
access and screen information on 
funding options available for 
adaptation projects. It provides a 
summary of adaptation funding 
options available from various 
sources, each with an information 
factsheet. 

Searchable database in which 

or more of the following:  
• Region 
• Country 
• Nature of disbursement 
• Sectoral focus 
• Source of adaptation 

funding 
• Co-  

• Policymakers 
• Project 

Planners 
 

Private Sector 
Initiative 

This United Nations Framework 
Convention on Climate Change 
(UNFCCC) database of actions has 
been developed under the Private 
Sector Initiative (PSI) of the 
Nairobi work programme, and 
features good practices and 

adaptation activities being 
undertaken by private companies 
from a wide range of regions and 
sectors. 

A database of case studies of 
initiatives by private 
companies involving 
adaptation activities. These 
may relate either to ensuring 
the resilience of business 
operations or the provision of 
technologies or services that 
assist with adaptation in 
vulnerable communities. 

• Corporations 
• SMEs 
• NGOs 
 

The Global 
Environment 
Facility (GEF) 

An independently operating 

Environment Facility (GEF) 
provides grants for projects 
related to biodiversity, climate 
change, international waters, land 
degradation, the ozone layer, and 
persistent organic pollutants. 

Searchable database listing 
projects and funding 
opportunities provided by the 
GEF Trust Fund, the Special 
Climate Change Fund (SCCF) 
and the Least Developed 
Countries Fund (LDCF). 

• Governments 
• NGOs 
• CBOs 

ImpactAssets50 

publicly available database of 
experienced private debt and 
equity impact investment fund 
managers. The IA 50 is not an 
index or an investable platform; 
rather, it is an information 
resource to begin research on the 
impact investing sector. 

• A database listing 50 of the 
most relevant impact 
investment funds. 

• The database is searchable 
by: impact investment 
focus; geographical focus; 
total assets; third party 
validations; and industry 
impact metrics. 

• Investors 
• Policymakers 
• Project 

planners 
• NGOs 
• SMEs 
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CHAPTER 4 - Innovative Financing Models for 
Rural Electrification

4.1  Project-Level Financing

Rural electrification (Off-grid projects) has often relied on funds from donor agencies and budgetary 

support from the government. Any investor intending to enter the off-grid business would need the 

start-up capital and the ability to take risks in the new business.  The seed capital is an early stage 

finance mechanism for this purpose that is used to convert an idea to a new business, particularly in 

the case of small and medium sized businesses. Although the federal government plays an important 

role in taking risks in the development of RE projects, the prospect of persistently low returns in the 

off-grid businesses restricts the potential of private investors; more support from the donor agencies 

could fill this gap instead for a period of time.

Investment capital is required at various stages of an off-grid project; for running the project and 

even to support the customer or the business transaction.  There are different financial instruments 

available to cater to the needs; assistance, funds, micro-finance, fiscal instruments and others (see 

below chart).

Examples of private investors or agencies involved in the service also used the following sources of 

funding and finance;

• Equity or debt financing by the government; for example Mexico, the government provided for 

the initial capital required for the equipment either through an equity contribution or through a loan.

• Asset-based lending –Investor borrowed funds from banks or financial institutions by 

mortgaging its PV assets or other assets.  The limited size of these assets however restricts the loan 

amount.  Banks often require other security to reduce its risk exposure, thereby making the borrowing 

unattractive for the investor.

• Non-recourse   financing –This   follows   from   the   project finance where the company 

borrows money based on its project cash flows instead of relying on other source of funds. However, 

an example of how Philippines applied this option to raise funds through this mechanism from their 

National Electrification Administration.

• Supplier credits –PV suppliers offer credits to dealers or aggregators to improve the cash 

flow for a short period.  Generally, these credits tend to be short (six months or so). For example 

Indonesian PV companies received such supplier credits.
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Alternative options for end-users financing these include;

a)  Small-scale lending:  where multilateral lenders provide funding to organizations/ agencies 

with   adequate institutional arrangements for administering the financing programme. UNDP/ World 

Bank, GEF and other government funds (e.g. Netherland’s project Finesse) come under this category. 

Under Finesse, multilateral lenders provide loan to a local agency that retails the loan to end-users.

b)  Micro credit: Because the cost of an energy appliance (e.g. SHS) is generally high compared 

to a rural household income, availability of consumer credit facilities is an important aspect. (An 

Indonesian company, Sudimara Solar operated customer financing scheme and achieved a 100% 

pay-back record) 

c)  Leasing arrangements: The company supplies the appliance with upfront investment and 

receives a monthly charge from the consumers towards recovery of the cost.  The system remains 

the property of the company. (A company called Soluz in Dominican Republic often called Energy 

Service Companies (ESCO) operated this financing system). This approach as through aggregation 

of demand the company obtains a better deal from the lenders and appliance suppliers while the 

consumers benefit low rental charge. 

d)  Revolving funds:  This fund is generally provided by philanthropic organizations or donors 

and is operated by community-based organizations that lend funds to individuals often at a favorable 

rate than the banks do. Initial seed funds are provided to install systems and repayments are then 

used to finance more systems. (This has been generally used in the initial stages of projects such 

as Enersol NGO in the Dominican Republic; Solanka NGO in Sri Lanka; and the BANPRES project in 

Indonesia)

Commercial banks and formal financial institutions often do not reach rural and remote areas. An 

alternative has arisen in the form of micro-finance to fill the gap. There is now considerable experience 

in using micro-finance for development purposes and in enhancing energy access in Nigeria.  

Microfinance organizations have developed a number of arrangements; 

a.            Financing provided hand-in-hand with technical support: In this arrangement, the micro-finance 

organization enters in an association with the service provider and work towards a common goal of 

providing a complete package of product sale backed by a tailored financial service. This arrangement 

has been used in SELCO (an India solar energy provider) and SEWA (a micro-finance organization). 

b. Energy companies lending directly Some energy service companies provide micro-finance 

directly to consumers by availing financial support/ resources from third parties.  (This has been used 

in some Latin American countries and in the Caribbean. The Soluz enterprises used this model)

c. Subsidies linked with microfinance –Micro-finance organizations often receive subsidies or 

grants for onward lending to final users. Micro-finance is also used to bridge the project cost and 

subsidies. A SEED use this model and is participating in a World Bank supported project where it 

provides 25-30% of the energy access project costs. 

4.2  Project-Level Financing

4.3  Micro-Finance Financing Schemes
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d. Conventional loans –In this case, the micro-finance organization plays the role of a 

conventional bank and provides small credits to consumers. (Amret in Cambodia relies on this form)

e. Bulk purchase of equipment’s for onward lending –Here an umbrella organization procures 

the equipment in bulk and lends them to local micro-finance organizations. 

However, microfinance organizations also face a number of risks: finding a suitable partner is not 

easy; as consumption-oriented loans are normally based on credit-worthiness of recipients, mass-

scale penetration of energy consumption loans may be difficult; and the risk of non-recovery of 

energy equipment cost.  

Moreover, Nigeria does not have proper regulatory arrangements for the microfinance sector.  

While such organizations emerge as informal activities, there is also the risk of misappropriation of 

consumer money and quality of services. Accordingly, recommend that governments should create 

enabling environment for microfinance sector and strengthen monitoring, evaluation and disclosure 

of microfinance activities for energy.

Projects tend to use a combination of end-user financing mechanisms. From below Table, it can be 

seen that projects tend to rely on a combination of instruments that are appropriate locally. In most 

cases direct subsidy (capital and in some cases energy-related) forms an integral part of the end-

user financing mechanism for enhancing energy access. However, the issue of ensuring financial 

sustainability of the business enterprises and the burden on government budget cannot be overlooked.

4.4 End-User Financing Mechanism Used by 
Nigerian Companies in the RE Sector

Funding options play an important role for off-grid electricity supply. Rapid expansion of off-grid 

electricity supply in remote rural areas would require expansion of funding services and financing 

options. While sustainability of the electrification efforts would also require a greater attention 

and involvement of multiple stakeholders; government, financial organizations, microfinance   

organizations and energy suppliers.

37 Exploring sources of funding for off-grid rural electrification



Based on an email-based survey with local and international energy experts;  

• 76% of the respondents considered financial sustainability of projects as the essential factor 

in ensuring long-term viability of rural electrification projects.    

• 87% of the respondents are of the opinion that a public-private partnership would strengthen 

the financial sustainability of such projects.  

• In respect of financing, micro-finance and linking electrification with productive activities 

was highlighted as a very important factor.  

• 82% respondents considered renewable energy funds “the most suitable financial instrument 

to deal with renewable electrification projects”. 

• Revolving funds were identified as the best option for end-user financing, followed by 

productive uses and micro-finance.

Both China and India realize the importance of providing the required regulatory, legislative and policy 

support for financing rural renewable energy. China has created a favourable environment for funding 

RE. An Expert Committee constituted by the Planning Commission has prepared an Integrated Energy 

Policy Report (IEPR) covering all sources of energy including renewable energy sources. This report 

has highlighted the need to maximally develop domestic supply options and diversify energy sources. 

It has also projected that renewables may account for 5–6% of India’s energy mix by 2031–2032 and 

has observed that the distributed nature of renewables can provide many socio-economic benefits for 

the country, including its rural, tribal and remote areas.

The demand for the finance of rural renewable energy in both China and India still faces severe 

constraints on the supply side of their financial systems such as amount of funds, terms and 

conditions of funds and available financing instruments. Thus the practical relevance of the many 

financial instruments is rather limited in the commercial financial markets of the two countries for 

RET financing. However, India has the most complex system of subsidies and financing arrangements 

for rural renewable energy investments compared to other Asian nations. China does not yet have a 

fully developed financial incentive system for rural renewable energy, but the government has been 

providing support for the sector since the 1950s.The major financial incentives in existence today 

include subsidies, tax-related incentives, custom duties, and pricing incentives, and the government 

is moving toward more comprehensive quantity- and price-based support mechanisms.

India has created special funding agencies to provide loans for rural renewable energy projects at 

below-market interest rates. The key institution is IREDA (India Renewable Energy Development 

Agency), which is the main national provider of finance for RE-projects. Local commercial banks, in 

turn, are drawn into RE-financing by the example of IREDA. It recently increased its share capital 

to $226 million, which will allow it to leverage higher levels of private investment. Unlike India, 

4.5 Country Experiences: Innovative Funding 
Mechanisms for RE a Case of China and India
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Chinese central government finances rural renewable energy through some different departments. 

For example, it finances research and development on key renewable energy technologies through 

the National Development and Reform Commission (NDRC—formerly the State Development and 

Planning Commission) and the Ministry of Science & Technology (MOST). Funds offered by MOST 

during the 10th Five-Year Plan period will be 3.4 million USD or 28 million CNY. In addition, there 

are some subsidies for demonstration projects and training courses from the former SETC, Ministry 

of Finance (MOF), and Ministry of Agriculture (MOA). The former SETC’s Department of Resource 

Conservation and Utilization (DORCU) provided low-interest loans, from the state budget to support 

the development of rural renewable energy. The Ministry of Water Resources (MWR) provides low-

interest loans of about26 million USD or 300 million CNY for small hydropower development.

Both China and India are actively expanding their rural renewable energy presence, but much of 

India’s growth has been financed domestically. In China, however, on the one hand, foreign companies 

have been active as well as domestic companies. The World’s leading wind equipment suppliers –

Vestas, GE Energy and Gamesa – have each set up wholly-owned manufacturing facilities in China. 

And seven foreign development banks, including the International Finance Corporation, Germany’s 

DEG, and France’s Proparco, have invested in China’s renewable energy projects. On the other hand, 

Chinese renewables companies are actively seeking development opportunities beyond their border. 

For example, six Chinese solar companies have been listed on overseas stock markets. The six listed 

solar energy companies are Suntech (NYSE: STP), JA Solar (NASDAQ: JASO) Rene Solar (AIM: 

SOLA),Solarfun Power (NASDAQ: SOLF), Trina Solar (NYSE: TSL), and Canadian Solar (NASDAQ:CSIQ).

Most of the R&D funding comes from the national key science and technology programs, while 

enterprises are seldom involved Most of the funds and security policies are provided by the national 

science and technology programs in China’s renewable energy technology activities, and the national 

science and technology R&D program is the most important policy for reaching the innovation goal, 

although enterprises are seldom involved in the energy R&D projects, and these projects are often 

entrusted to universities and research institutes. There is still large potential space left for enterprises 

to take part in China’s renewable energy innovation. 
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In conclusion, the Rural Electrification Agency - REA’s current funding model appears to indicate 

strong commitment towards achieving its RESIP target, however current remittances specifically 

from NERC’s source is unsustainable, which needs to be appropriately unlocked; while that of budget 

appropriation from the National Assembly appears insufficient to achieve the broader electrification 

roadmap of REA. Consequently, this report undertaken has presented useful insights on the 

perceived hypothetical challenges arising from NERC’s statutory funds provision to the REF, as well as 

highlighted the existing funding gap for rural electrification. The need for more focus on governance-

driven approaches has been identified as a means of addressing the long-term sustainability of 

statutory provisions designed to implement public based capital projects in the deployment of rural 

renewable energy sector electrification under REA; and more broadly, such respond should be barrier 

free, timely, transparent and lead to market improvements.

RE investments, remain below their expectation, and country potential. The upscale of RE investment 

must be built on a foundation of sound enabling policy frameworks to accelerate the transformational 

benefit of RE for rural electrification and overall improved energy access. There is a dire need to 

address the sector risks and unlock the bottlenecks in the sector with accountability, transparency 

and compulsory disclosure. These will encourage investor and development partner confidence. 

A deliberate effort needs to be made to pull in State government commitments and contributions 

towards funding rural electrification in their states. Models such as the Health sector Basic Health 

Care Provision Fund that sets benefit criteria for eligible states can be emulated in the REF projects. 

REA and developers (local and international) should make it a point of duty to mainstream and engage 

the State government and state sectors in the deployment of rural electrification projects in these 

states; highlighting the gains and expected contributions from the State government. Within such 

engagement, there is a need to ensure local indigenous people and groups in the State are made 

aware of the contribution and expectations from their State government. 

Although the private sector is expected to continue to provide the bulk of RE investment, public capital 

and support remain important to kick-start new markets and mobilize new capital sources. The public 

sector plays a critical role in establishing an enabling environment for investing in RE through policies 

measures and programmes, this can improve the risk-return profiles of projects, thereby increasing 

the sector’s attractiveness to private investors. The Federal Governments can mobilise private 

investment by investing public funds in RE, notably via multilateral and bilateral development finance 

institutions, national funds and other national financial institutions such as green investment banks. 

These public funding mechanisms can help inject initial financing into a nascent sector or relatively 

new technologies, engage in blended finance transactions with private providers of capital, assume 

investment risks to increase confidence for private investors, and lower financing costs.

Institutional investors, i.e. pension funds, insurance companies, sovereign wealth funds, endowments, 

CHAPTER 5 - Conclusion & Recommendation
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foundations and asset managers, can play an important role in scaling up RE investment. This group 

manages well over USD 100 trillion of assets globally, with significant asset growth occurring in 

developing and emerging markets. RE presents such investors with a unique opportunity to diversify 

their holdings, benefit from stable, long-term and strong cash flows that match their liabilities, fulfil 

their fiduciary duties, and minimize risks from stranded assets and adverse regulatory changes.

An integrative approach that combines effective regulations and policies (e.g. review of investment 

restrictions, clarification of fiduciary duties, support for sustainable finance), capital market 

developments (development of green securities and associated markets, and of bankable project 

pipelines) and internal changes (development of internal capacities, cooperation with other 

institutional investors) can lower existing barriers that this important investor group faces in 

renewable energy and catalyze their greater engagement in this sector.

Innovative capital-market instruments, such as green bonds, can open up crucial additional avenues 

through which investors can invest. Given the strong preference of institutional investors for indirect 

investments, ideally via listed and rated instruments, green bonds act as a bridge between such 

providers of capital and renewable energy assets. According to the climate bond initiative (CBI) the 

green bonds market has experienced spectacular growth in the recent past, increasing from USD 36.6 

billion worth of issuances in 2014 to USD 167.6 billion in 2018. In developed markets, investment in the 

energy sector is the second most common use of proceeds for climate-aligned issuers, while in the 

emerging markets, renewable energy dominates allocations from green bonds.

Scaling up RE in line with their potential to meet energy security and climate objectives requires a 

significantly larger investment than currently forecasted. While the bulk of the investment will need to 

come from the private sector, public capital providers (such as multilateral and national development 

institutions) have an important role to play in terms of mobilizing private sources. Although RE 

investment trends are mostly positive, there are persistent barriers that prevent the private sector 

from accessing many of the existing investment opportunities. identify the main risks and barriers 

to RE investment, and provide policymakers and public finance institutions with a strong portfolio of 

measures, instruments and tools that can be used in combination to mobilise private investment at 

scale37. 

The Federal, State and Local government actors should begin to take the innovation and consider 

other legitimate source of funding from other taxable avenues. Traditional energy cannot fulfil the 

requirements of the rapid growth of the national economy and the requirement of sustainable 

development as well. The development of RE is critical to the economy especially in the rural 

development and economy across Nigeria, hence, the government, state and local governments at 

various levels should develop policies to support the innovation and other taxable avenues to boost 

funding for RE locally, below table are areas that can be well considered as a source of funding for RE, 

either through policy and stakeholders engagement.

37 (Financing rural renewable energy: A comparison between China and IndiaHuang Liming) 2009
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