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Abstract

Electric energy is critical to industrialization of a nation. One of the current trends
in the energy sector in many countries is the effort to integrate Renewable Energy
into the electricity mix. This trend is necessitated by the need for energy security,
development and concerns about climate change. Nigeria is rich in Renewable
Energy resources such as wind, solar, biomass and hydro which can be tapped to
meet its energy needs. However, the country barely focused on actively utilizing
Renewable Energy sources in the electric power sector. The paper reviews the extant
legal framework on Renewable Energy development in Nigeria’s electricity mix,
which includes, amongst others, the Electric Power Sector Reform Act, the Energy
Commission of Nigeria Act and policies aimed at Renewable Energy Development in
the electric power sector. The paper adopts the doctrinal method and relies on
primary and secondary sources. The paper finds that the existing legal framework
for the integration of Renewable Energy resources in Nigeria's electricity mix is
inadequate. Accordingly, the paper identifies strategies for improving the situation
using the context of cross-country experiences. The paper recommends, amongst
others, the need to enact a Renewable Energy Act solely for the promotion and
development of Renewable Energy as an important energy source in the electric
power sector. The paper also advocates the development of mini-grids, controlled
and licensed by state governments, to create greater access to electricity in the rural
areas, most of which have poor access to the national grid system.
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1.1 Introduction

Electric energy is essential to the development of a nation.' It is crucial to the
provision of basic needs such as cooked food, a comfortable living temperature,
lighting, the use of appliances, essential healthcare, communication and transport. It
also fuels productive activities, including agriculture, commerce, industry and
mining, amongst others.” One of the current trends in the energy sector is promoting
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the integration of Renewable Energy in the electricity mix. This trend is necessitated
by the need for energy security, development and concerns over climate change.’
Nigeria possesses significant Renewable Energy resource potential such as solar,
hydropower, wind, geothermal and renewable fuel sources. These energy sources are
infinite in nature and environmentally friendly in comparison with conventional
sources of other energy such as coal, natural gas and oil* which cause ozone layer
depletion. However, the current contribution of Renewable Energy to Nigeria's
electricity mix is insignificant.” The current total contribution of Renewable Energy
to the electricity mix in Nigeria is about 35 Megawatt (MW) comprising of 30MW
small hydropower and SMW solar photo voltaic.

Consequently, apart from hydropower, Renewable Energy sources hardly feature in
Nigeria’s electricity mix.” This is mainly because Renewable Energy has not been
given adequate legislative attention in Nigeria. The result is that Nigeria has no
steady supply of electricity, which is vital to economic growth.® In contrast, many
countries have enacted laws and made regulations to include Renewable Energy in
their electricity mix.’It is also worth noting that Nigeria is contributing to
environmentally damaging activities, thereby increasing its share of Greenhouse Gas
(GHG) emissions, due to the use of fossil fuel for electricity generation.'® Therefore,
in order to meet its international obligations on reduction of GHG'' and to ensure a
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sustainable energy future, there is a need to diversify Nigeria’s energy sources to
include Renewable Energy.'"?

Apart from the inadequate laws for the promotion of Renewable Energy due to the
lack of political will and support for Renewable Energy in Nigeria'’; the fact that the
attention of the political class remains on fossil fuels and earning foreign exchange
from export of crude oil'*, the energy sector in Nigeria is characterised by
incompetence and lack of accountability in the management of various fossil fuel
enterprises.”> The energy sector in Nigeria is also characterised by corruption'®
which has a negative effect on the success of the sector. Consequently, despite global
momentum towards development of Renewable Energy, Nigeria has made very little
progress in this area. The question then arises as to why Renewable Energy has not
been integrated into Nigeria's electricity mix. Against the backdrop of the foregoing,
the paper reviews the legislative framework for the development of Renewable
Energy in Nigeria’s electric power sector. The paper consists of 6 sections. The next
section is the conceptual framework which discusses Renewable Energy in electricity
generation, highlighting its use in spreading greater access to electricity. In the third
section, the existing legal framework on the use of Renewable Energy in Nigeria’s
electricity mix is discussed, highlighting the inadequacies of the current legal and
policy frameworks. In the fourth section, a cross-country analysis is rendered on the
uses of Renewable Energy in the electric power sector and lessons which Nigeria
may learn from the practice in other countries. The fifth section presents the
conclusion and recommendations.

1.2 Conceptual Clarification of Key Terms

It is important to understand the key concepts which form the background of the
paper which include renewable energy, renewable energy in electricity generation
and the importance of renewable energy. An understanding of these key concepts
will contribute to an appreciation of the paper. These concepts are briefly discussed
below:
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1.2.1 Renewable Energy

Renewable energy, often referred to as clean energy, is derived from natural sources
or processes that are constantly replenished.'’These include sunlight, geothermal
heat, wind, tides, water and various forms of biomass. This form of energy cannot be
exhausted and is constantly renewed."®

1.2.2 Renewable Energy in Electricity Generation

Renewable energy sources of electricity generation are energy sources from natural
and persistent flow of energy happening in our immediate environment.'” They
include:

1.2.3 Hydropower

Hydropower is an energy source harnessed from water moving from higher to lower
elevation levels, primarily to turn turbines and generate electricity. Hydropower
projects include Dam project with reservoirs, run-of-river and in-stream projects. The
operation of hydropower reservoirs reflects their multiple uses, for example
irrigation, drinking water and navigation.”” The primary energy is provided by
gravity and the height from which the water falls down on to the turbine. The
reservoir level changes to some extent downwards when water is released and
subsequently leads to electricity production. To achieve this, turbines are constructed
for an optional flow of water.”! Hydropower discharges no particulate pollution and
is capable of storing energy for many hours.?

1.2.3.1 Bioenergy

Bioenergy is a renewable energy source derived from biological sources. It can be
used for electricity generation, cooking and heating. Electricity from bioenergy can
be derived from a variety of sources, including forest by-products such as wood
residues, agricultural residues such as sugar cane waste and animal husbandry
residue such as cow dung. Presently, global production of biofuels is comparatively
low, but continuously increasing.
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1.2.3.2 Solar Energy

This form of electric energy is a form of renewable energy source technology that
draws from the Sun’s energy directly. Solar energy technology is obtained from solar
irradiance to generate electricity using photovoltaic and concentrating solar power
(CSP), to produce thermal energy, to meet direct lighting needs.**

1.2.3.3 Geothermal Energy

Geothermal Energy is obtained naturally from the earth’s interior as heat energy
source. Geothermal gradient averages about 30 °C/km. There are areas of the earth’s
interior which are accessible by drilling and where the gradient is well above the
average gradient.”> Heat is mined from geothermal reservoirs using wells and other
means. Once drawn to the surface, fluids of various temperatures can be used to
generate electricity and other purposes that require the use of heat energy.*

1.2.3.4 Wind Energy

Wind Energy is one of the important renewable sources globally. Wind exists in
abundance everywhere in the world, with considerable density in some places. Wind
energy harnesses kinetic energy from moving air. Wind turbines convert the energy
of wind into electricity. Onshore and offshore wind energy technologies are being
manufactured and deployed on large scale in many countries.”’

1.2.3.5 Ocean Energy (tide and wave)

Surface waves are created when wind passes over the ocean. The faster the wind
speed, the longer the wind is sustained, the greater distance the wind travels and the
greater the energy produced.”® The ocean stores enough energy to meet the total
worldwide demand for power many times over in the form of waves, tide, currents
and heat.”” There are presently four ways of obtaining energy from the ocean and sea
areas, which include wind, tides, waves and thermal differences between deep and
shallow sea water.”
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1.2.4 Advantages of Renewable Energy Technologies

1.2.4.1 Renewable Energy is Becoming Cheaper

The conventional sources of energy, especially coal and oil are Well known for
causing serious damage to the environment, increase GHG emissions®' and are also
expensive. Therefore, Renewable Energy is a sustamable and in the long term, cost
effective solution to the rising demand for energy.’ Except for biogas, Renewable
Energy has no operating and malntenance cost. This is a significant advantage over
energy derived from fossil fuels.™

1.2.4.2 Renewable Energy is Renewable

Renewable Energy has an infinity of sustainability compared to other sources of
energy like coal, oil and gas which will run out over time. Strong winds, geothemlal
heat, moving water, and the sun can provide a vast and constant energy supply 34

1.2.4.3 Environmental Benefits

Renewable Energy is clean and results in little to no greenhouse and carbon
emissions thereby mitigating climate change. It will not deplete natural resources
and ha\ge minimal, impacts on the environment, with no waste products of C02 and
others.’

1.2.4.4 Reliable and Secure Energy Source

The dependence of the world economy on fossil fuels has increased considerably in
last few decades. The result is that security of nations continues to depend on fossil
fuels that are vulnerable to political in stabilities, trade disputes, wars, and high
prices. However, solar and wind plants are distributed over large geographlcal area,
and weather disruptions in one area do not cut off power to an entire region.

1.2.4.5 Security and Sustainability of Supply

Renewable Energy technologies offer increased energy security as fossil fuels make
the global economy dependent on a few exporting countries. Furthermore, the
localized nature of many Renewable Energy resources makes them attractive for
decentralized systems that can be used in remote and rural areas that have no access
to grid electricity. In rural areas, people pay higher prices for energy services
delivery including the cost of kerosene or the cost of running diesel generators.
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1.3 Analysis of Existing Policy and Law on Renewable Energy Development
in Nigeria

The International Energy Agency points out five fundamental principles renewable
energy policy design should reflect’, which include the removal of non-economic
barriers, such as obstacles to grid access and poor electricity; the need for a
transparent policy framework to attract investments; and the development and
implementation of appropriate incentives guaranteeing exploitation of Renewable
Energy technologies. Certainly, some of these measures can be achieved through the
use of the law to promote the development of Renewable Energy. However, in
Nigeria, there is no single law which governs Renewable Energy usage for
electrification. Rather, the legal regime is governed by a variety of laws, policies,
regulations and directives.*” The laws and policies on Renewable Energy in Nigeria
are analysed as follows:

1.3.1 Renewable Energy Policy 2003-2005

In 2003, the Energy Commission of Nigeria (ECN), pursuant to powers granted to it
by section 5 of the Energy Commission of Nigeria Act,* produced a National
Energy Master Plan for Nigeria, containing a National Energy Policy. The Master
Plan was expected to ensure a guided implementation of the National Energy Policy
and focused on all energy sources, energy utilisation, manpower development,
energy financing, energy data bank, energy planning, amongst others.*' In 2005, the
ECN drafted a Renewable Energy Master Plan (REMP) with the objective of
developing and implementing strategies that will achieve clean reliable energy
supply and establish a mechanism to develop the sector based on international
practices to demonstrate viability for private sector participation. REMP targeted
three levels of Renewable Energy according to the time frame of implementation:
short term (2005-2007), medium term (2008-2015) and long term (2016-2025). It
was expected that within the 20 years period Renewable Energy sources will be
contributing 10% to the country's energy supply.** However, no significant progress
was made in achieving the objective of the REMP.** Hence, it has been argued that
with the power sector reform introduced by EPSRA, such powers should be given to
NERC which is the regulatory agency in the sector.** This is in view of the fact that
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the ECN lacks regulatory powers and hence cannot be effective in achieving the
objective of the REMP.

1.3.2 Renewable Energy Policy 2006
In 2006, the Federal Government released the Policy Guidelines on Renewable
Energy, which stated that renewable electricity is a cost effective, modular and
decentralized option for providing electricity and bringing development to rural
areas.” The guidelines provided that the NERC shall:

i.  Develop simplified licensing procedures for Renewable Energy investments;

ii. Develop a framework for power purchase agreement that ensures access to
grid-based renewable electricity;

iii. Ensure preferential prices for renewable electricity to cover cost due to size,
technology, location and the intermittent nature of the particular renewable
electricity base;

iv. Lower licensing charges for renewable electricity licensees;

v. Develop and maintain quality standards for renewable electricity equipment
and installations;

vi. Lessen the regulatory compliance and reporting burden;

vii. Ensure that appropriate Environmental Impact Assessments are conducted
prior to award of licenses; and

viii. Report specifically on the status of the renewable electricity industry in its
quarterly report to the President and National Assembly.*°

It should be noted that since the formulation of the policy and subsequent policies in
relation to Renewable Energy, NERC has not implemented the directives of the
policy because it has not provided electricity and development to rural areas.
Besides, the Policy is inadequate to address the challenges of financing, legislation,
and energy efficiency in relation to Renewable Energy development in the electric
power sector.

1.3.3 National Renewable Energy and Energy Efficiency Policy 2015

The National Renewable Energy and Energy Efficiency Policy (NREEEP) aims to
remove major economic and regulatory barriers to utilisation of Renewable Energy
relative to other forms of energy in Nigeria.*” The NREEEP is the most detailed
policy in Nigeria on Renewable Energy development, years after the reform of the
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Nigerian electricity sector. The policy addresses diverse issues such as renewable
energy supply and utilisation, Renewable Energy pricing and financing, legislation,
regulation and standards, energy efficiency and conservation, Renewable Energy
project implementation issues, research and development, amongst other.**

The policy includes an on-grid Renewable Energy agenda which is expected to
further stimulate the development of large-scale renewable electricity projects.
Immediate priority is given to having three major Renewable Energy projects, to
include hydro, a large-scale wind, a large-scale PV solar power plant, biomass
electricity generating plant and a Concentrated Solar Power (CSP) plant ready for
final investment decision within 18 to 24 months.* The NREEP fails to identify the
Renewable Energy Sources best suited for capturing Renewable Energy sources in
Nigeria’s electricity mix. Furthermore, it fails to make recommendations for
decentralised Renewable Energy modalities and off-grid systems.”® Hence,
implementation of the policy has left much to be desired.

1.3.4 The National Renewable Energy Action Plan NREEAP (2015-2030)

The NREEAP represents the most recent efforts of the ministry of power to
formulate a roadmap for the implementation of Renewable Energy policies for
electrification.”’ It forms part of the transit strategy that targets 30,000MW of
electricity of which renewable will contribute 30 per cent by the year 2030.
However, the policy and the National Renewable Energy and Energy Efficiency
Policy 2015 discussed above are silent on how to mitigate or adapt to pressing issues
of climate change through enhanced electrification. Furthermore, there is lack a
concrete roadmap, which details ways in which to achieve the objectives or timelines
for project and strategy implementation.’’Since the Plan intends to achieve 30%
renewable energy in the country’s electricity mix by year 2030, there is no indication
of any successful Renewable Energy projects anywhere in Nigeria to suggest that the
country is on track to achieve the 2030 target.

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

The EPSR Act was enacted to be an all-encompassing law for the reform of the
electric power sector in Nigeria. In relation to Renewable Energy, the relevant
provision of the EPSRA concerning its the development, generation, transmission or
sale is section 88(9), which provides that:
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The Minister shall, once in a quarter, submit to the
President reports, prepared in consultation with the
Rural Electrification Agency and the Commission, on
the progress and achievement of the Rural
Electrification Strategy and Plan, which shall include
information relating to:

(a) the expansion of the main grid;

(b) the development of isolated and mini-grid
systems; and

(c) Renewable Energy power generation.

The above provision linked the use and development of renewable electricity to rural
electrification. This strategy is laudable as it recognises renewable electricity sources
as suitable for improving the access to electricity in the rural areas and promoting
decentralised electricity governance.’* However, apart from this obligation to report
progress made on rural electrification, which indirectly recommends Renewable
Energy, the EPSR Act fails provides a detailed plan for the development of
Renewable Energy. This limited the development of renewable electricity energy
sources in Nigeria. Indeed, it is essential that Renewable Energy be considered early
in the design of power sector reforms not after the completion of the reform
process.>

Furthermore, the Act fails to articulate decisive Renewable Energy planning. For
instance, in section 62, a license must be acquired for power projects that exceed 1
MW at one site; where any person or undertaking distributes electricity with a
capacity not exceeding 100 kilowatts (KW) at one site; or in such other instances as
the Nigerian Electricity Regulatory Commission (NERC) determines in the public
interest. Generally, the EPSR Act fails to adequately provide for Renewable Energy
promotion in Nigeria's electricity sector.>

This writer has argued elsewhere that some provisions in the Act are an impediment
to participation of state governments in electricity generation, transmission and
distribution of electricity.’’ Indeed, the Constitution of the Federal Republic of
Nigeria, 1999 (as altered) provides that State Governments may make laws for
“establishment, within that state, of any authority for the promotion and management
of electric power stations established by the state””®. In this regard, a House of
Assembly may make laws for the State with respect to electricity and the
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establishment of electric power stations; the generation, transmission and distribution
of electricity to parts of the state not covered by a national grid system within that
State.”® From this provision, it is evident that State governments can play a role in
power generation. However, state governments in Nigeria have not made laws in this
regard, because the federal government has established the regulatory and licencing
regime® on the electric power sector.®!

1.3.6 Nigerian Electricity Regulatory Commission

The EPSR Act establishes the Nigerian Electricity Regulatory Commission (NERC)
as the regulator of the electric power sector in Nigeria.®* Hence, NERC is one of the
most significant agencies in Nigeria's electricity reform process.”> NERC regulates
electricity generation including Renewable Energy sources. NERC is charged with
the responsibility to create, promote and preserve an efficient industry and market
structures and guarantee the best possible utilization of resources for electricity
through the promotion and facilitation of consumer connections to distribution
systems across Nigeria.”* The EPSR Act also grants powers to NERC to license and
regulate persons engaged in electricity generation, transmission, system operation,
distribution, and trading, which includes electricity generation through Renewable
Energy sources. To encourage state governments’ participation in the development
of Renewable Energy sources in electricity generation, state governments should be
granted powers to issue licences to Renewable Energy generators in order to
facilitate access to electricity to states, especially to the rural areas.

1.3.7 The Energy Commission of Nigeria Act (ECN Act)

The Energy Commission of Nigeria Act establishes the ECN as the regulatory
institution for energy in Nigeria.**The Act establishes the Commission to be
responsible for coordinating and general surveillance over the systematic
development of the various energy resources of Nigeria. The Commission also serves
as a centre for gathering and dissemination of information relating to national policy
in the field of energy development.®*However, apart from establishing a department

> Conflicting laws keep Nigeria’s electricity supply unreliable
<https://theconversation.com/conflicting-laws-keep-nigerias-electricity-supply-unreliable-81393>
accessed 09 Janaury 2021.
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of Alternative and New and Renewable Energy Sources®’, the term ‘renewable
energy’ does not appear anywhere in the Act. This indicates that the Act does not
accord any prominence to Renewable Energy development.

It may be assumed that based on the numerous laws and policies highlighted above,
Nigeria should not be witnessing an energy crisis. However, this is not the case as
there is problem of poor and ineffective implementation due to lack of political will.
It seems that these policies are routinely articulated without real planning on
implementation strategies. Indeed the major hurdles to achieving the economic and
environmental delivery targets of the national energy policies are corruption, budget
diversion and abandoning of polices due to change of government. Energy policies
are viewed from individual benefit perspective, rather than as supposed to be
targeted at broad societal development, thereby making most planned policies short-
lived or subject to easy changes once there is a change in the political
leadership.®®*Against this background, the next section discusses cross-country
experiences to distil lessons which Nigeria can learn in Renewable Energy
development in its electricity mix.

1.4 Cross-country Experiences on Renewable Energy Inclusion in Electricity
Mix

The countries selected for the cross-country analysis in this section include Germany,
Kenya, Venezuela and the United States of America. Germany was selected because
the country is one of the best examples of successful implementation of Renewable
Energy development in electricity. The United States of America and Kenya were
selected because they operate a federal system of government, similar to Nigeria.
Venezuela was selected because the country is an oil rich country like Nigeria that
has been able to achieve some success in Renewable Energy Development in its
electricity mix.

1.4.1 Germany

Germany is a good example for the large-scale deployment of Renewable Energy.
Renewable Energy policy in Germany began in the 1970s, after the first oil crisis.®
During that period, Germany used a mixture of policies to reduce oil imports, which
among others included increasing research and development for new energy
technology, mainly renewables.”® This deployment was based on a strong policy and

67 See section 1(1)(b) of the Act.
¥ Musbaudeen O. Bamgbopa, AbdallahDindi, AdetuniiAlabi ‘A Review of Nigerian energy Policy
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regulatory support for renewables. Renewables have obtained significant shares of
electricity production due to private sector project investment supported by
government incentives.”' Consequently, the legal framework for Renewable Energy
in Germany has resulted in years of growth in renewable installations. The jump in
solar installations in Germany over the years follows an announcement of reduced
future tariffs buttresses this point. Furthermore, the policy of fixed feed-in tariffs are
the most effective instruments for the promotion of renewable electricity generation
in the European Union.””As a result of these deliberate policies, the Renewable
Energy sector in Germany is one of the most successful worldwide. The success of
the German Renewable Energy sector is not unconnected with pragmatic legislative
and policy strategies that are reviewed and updated from time to time based on
changed technological and fiscal circumstances.

In 1991, Germany's Electricity Feed-in Act” transformed the market conditions for
renewable electricity producers by requiring utility companies to buy renewable
electricity. The law also established fixed tariffs that renewable electricity producers
would receive for electricity production differentiated by technology.”* Before the
enactment of the Act, the process of feeding electricity into German grids by
independent generators had been regulated by an informal association agreement,
which regulated the electricity feed-in from independent power operators.”” The
Law also provided for large subsidies and government loans to renewable power
producers.”® The German experience with the feed-in tariff indicates that private
investment was driven by the creation of a market for renewable electricity; and the
size of a guaranteed price paid to producers of renewable electricity, which was
adequate to cover their long-term costs.”’

The Law was replaced by the Renewable Energy Sources Act’® and renewed again
through the Renewable Energy Sources Act’’; the purpose of the 2004 Act was to
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promote the further development of technologies for the generation of electricity
from Renewable Energy sources.** The 2004 Act gave Renewable Energy priority
access to the electricity grid, obliged grid operators to purchase renewable energy
electricity, and established a new tariff for Renewable Energy electricity. The law
therefore served as guarantor for the rapid expansion of renewable electricity in
Germany since 2004. The country’s strong policy and regulatory support for
renewables, utilizing fixed tariffs to encourage private sector investment are good
indicators for a country like Nigeria on how to integrate Renewable Energy in the
electricity mix.

1.4.2 Kenya

Renewable Energy technology is given priority in Kenya's national development
agenda.®’ The installed capacity of generated electricity in Kenya includes 47 per
cent geothermal energy, 39 percent hydropower and 1 percent wind power. Kenya
also generates approximately 253.5 MW of thermal energy.® Kenya's energy
strategies, therefore indicates a commitment to the Renewable Energy development
for electrification. Renewable Energy in Kenya makes up 70% of energy mix in 2018
and as high as 87% in 2020.* In March 2019, Kenya passed The Energy Act 2019,
which sets out the laws relating to the production, transmission, distribution, and sale
of energy, outlines the responsibilities of the various governmental bodies, and
regulates the exploitation of Renewable Energy sources.® In Kenya, the adoption of
Renewable Energy technologies has been made a national priority on every national
development policy agenda.®

1.4.3 Venezuela

Venezuela, being rich in revenue accrued from crude oil has successfully built a
modern electricity system. The country has been able to construct hydroelectricity,
which today has a capacity of about 15,000 MW and generates roughly 86,700 GWh,
which accounts for 73.4 percent of total generated electricity.*® However, due to
technical, economical, financial, human and policy factors, electricity supply went
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through a period of deep crisis in Venezuela. This led to interest in Renewable
Energy sources in Venezuela which began in late 1970s which was not due to the
shortage of oil, but rather as a way to invest oil windfalls.®” In that period the
government declared promotion of Renewable Energy as a state policy. In the 1990s,
due to a combined effect of stagnating oil revenues and an international
environmental movement for sustainable development, the government rekindled
interest in Renewable Energy sources as an option in the electricity mix.*® The
government decided to accomplish most Renewable Energy projects without private
sector participation. Since then, Renewable Energy projects have become even more
ambitious. This sudden interest in Renewable Energy in Venezuela mirrors what
happened during the 1970s in most oil exporting countries, with increased oil
revenues giving impetus to the execution of industrial projects.®

1.4.4 United States of America

In the United States, the Federal Government enacted the Public Utilities Regulatory
Policy Act of 1978 to kick-start the era of modern Renewable Energy industry. The
Act required electric utilities to purchase power from independent renewable energy
generators.” This was the first use of a “feed-in” policy that offered electric utilities
to purchase renewable electricity at the projected wholesale cost of conventional or
fossil-fuel electricity, as incentive to the utilities.”’ Several state governments also
developed ‘standard offer’ contracts, long-term contracts at a fixed tariff open to
renewable power plants. California, for instance, succeeded in developing its
renewable energy industry through generous state and federal tax incentives.” There
was a significant increase in the overall number of policy instruments that state
governments introduced for renewable energy development between 2001 and 2010.
With support from the Federal Government for the Renewable Energy development,
state governments have also provided a variety of financial incentives to renewable
energy developers.”
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1.4.5 Lessons from Cross-Country Experiences
From the cross-country experiences discussed in this paper, lessons which Nigeria
could gain to improve the legal framework on renewable energy include:

1.  Renewable Energy technologies have been made a national priority in
countries that have succeeded in harnessing the energy source to improve
electricity supply. In Germany for instance, a mixture of policies to reduce
oil imports and a strong policy and regulatory support for renewables, using
fixed feed-in tariffs to encourage private sector investment was discussed.
Hence, it is evident that private sector investment supported by government
incentives can propel Renewable Energy to obtain a significant share of
electricity production. Fixed feed-in tariffs are the most effective instruments
for the promotion of renewable electricity generation. Fixed tariffs enable
renewable electricity producers to receive tariffs for electricity production
adequate to cover their long-term costs. Furthermore, electric utilities are
obliged to purchase power from renewable energy generators under this
arrangement.

ii.  From the Venezuelan experience, it is evident that for oil rich countries,
Renewable Energy is a viable avenue to invest revenue generated from oil
windfalls. The stagnating oil revenues over the years and need for sustainable
development acted as an impetus to the country to invest in Renewable
Energy sources, with reasonable success.

iii.  The United States of America and Kenya experiences indicate that state
governments and regional governments’ participation has the potential to
develop Renewable Energy in electricity generation through licensing and
control of renewable energy projects within a state or region. Furthermore,
Federal Government support to state governments on renewable energy
development enables a variety of state and federal financial incentives to
encourage renewable energy generators.

1.5 Conclusion

This paper reviewed the legal regime on Renewable Energy development in
Nigeria’s electricity mix. As indicated in the paper, Renewable Energy in a country’s
electricity mix is crucial to national development, as it has the potential to ensure
access to electricity. Renewable energy resources therefore play an important role in
the electricity mix of many developed countries in meeting energy needs.
Furthermore, Renewable Energy technologies present enormous advantages in
sustainability, flexibility and low environmental footprint compared to fossil fuel
technologies such as coal or diesel fired power plants. Despite the fact that Nigeria is
blessed with abundant renewable energy resources, these resources have not been
utilised to meet the country's energy needs. Corruption, budget diversion and
abandoning of polices due to change of government been identified as impediments
to successful implementation of various policies on Renewable Energy development.
Furthermore, it was argued that there is no adequate legal framework for the
integration of Renewable Energy resources in Nigeria's electricity mix. Effective
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legal framework on Renewable Energy would indeed improve electricity generation,
enhance access to electricity to the citizens and mitigate climate change concerns.
Unless the legal framework is improved, Nigeria will not realize its Renewable
Energy potential.

It was also argued that introduction of Renewable Energy into the mix in Nigeria
would bring an end to the energy crisis facing the country. Indeed, history teaches
that industrialisation and economic growth of a country largely depends on
availability of energy. The paper identified successful examples in the United States
of America, Germany, Kenya and Venezuela in the area of commitment to the
development of Renewable Energy sources and technology through a viable legal
framework. Accordingly, the paper recommends as follows:

i) Reviewing the Roles of Agencies Relevant to Renewable Energy

One of the challenges discussed in this paper as hindering the success of Renewable
Energy into the electricity market in Nigeria is the lack of synergy and clarity of
roles of relevant agencies to the promotion of Renewable Energy. As indicated, there
are many agencies playing varied and converging roles. There is a need for harmony
among the agencies, with the roles of each of the agencies should be clearly spelt
out. The role of the regulator, NERC should be strengthened in the implementation
of incentives under the tariff scheme. The ECN would also have to be involved in the
area of the enhancement of Renewable Energy generation programmes.”*

ii) Fiscal Incentives

There is a need for fiscal incentives through financial instruments to encourage
private sector investments in Renewable Energy. These include taxation measures to
steer specific activities in Renewable Energy development. Nigeria should formulate
laws which provide for an exemption from tax payments on foreign loans.

iii) Decentralized Energy Systems

Decentralized energy systems in areas where the national grid does not extend can
increase access to electricity. Continued support for mini-grids controlled and
licensed by state governments in Nigeria is vital to creating access to electricity in
the rural areas that are not covered by the national grid. Furthermore, if the mini-grid
is to be successful, it must commit mini-grid developers to utilize Renewable Energy
sources for electrification.”> The main feature of a mini-grid networks is that it
operates independently of a national grid. Therefore, the development of the mini-
grid network is a form of decentralization of electricity generation, which has the
potential to harness Renewable Energy technology and development.”® The
importance of mini-grid development becomes important considering the fact that
Nigeria's national grid is dilapidated and needs significant investment to repair and
modernize. A well-regulated mini grid system also has the benefit of providing
electricity to rural areas in Nigeria, which experience limited or no access to
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electricity.”’In this regard, the EPSR Act should be amended to grant powers to state
governments’ to issue licences to Renewable Energy generators in order to facilitate
access to electricity to states, especially to the rural areas.

iv) Renewable Energy Act

The enactment of legislation solely for the promotion and development of
Renewable Energy is important for the development of Renewable Energy in
electricity. As highlighted in this paper, the existing legal framework on Renewable
Energy in Nigeria is inadequate. Licensing and permit processes are cumbersome.
Furthermore, the overlapping functions of various ministerial departments and
agencies has the potential to discourage investors. A single Act for Renewable
Energy would address these challenges and provide sound guidance for interested
parties to participate in Renewable Energy development in Nigeria.”® It is
recommended that the National Assembly may, in this regard, enact a Renewable
Energy Act that will bring about the integration of the abundant Renewable Energy
sources into the country's electricity mix. The Act would provide for a feed-in tariff
with guaranteed, long-term contracts and uptake of renewable production. As
indicated in this paper, Feed-in-tariffs are policy instruments that attract investments
in Renewable Energy for long-term guaranteed purchase agreements to power
producers to sell their electricity to the national grid. They are the most widely used
mechanisms used to stimulate the use of Renewable Energy for electricity production
in European Union states and African countries such as Kenya.”” However, the tariffs
will need to be subsidised through taxes or additional fees on electricity
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