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Foreword

Africa’s energy sector is at a defining crossroads,
marked by an intricate interplay of growing
global demand, resource discoveries and shifting
investment paradigms. The State of African Energy
2025 Outlook Report offers a rigorous analysis of
the trends, challenges and opportunities shaping the
continent’s energy landscape. This report highlights
Africa’s strategic role in the global energy transition,
particularly in oil, gas and renewable energy sectors.

Onshore drilling is poised to lead the charge in
exploration, while high-impact drilling, particularly
in deepwater basins, is expected to elevate Africa’s
prominence in globalmarkets. The commercialization
of flared gas and the deepening engagement of
international and national oil companies highlight the
continent’s efforts to reduce emissions and enhance
its energy profile. Furthermore, the report examines
the critical dynamics surrounding mergers and
acquisitions in Africa, signalling a notable uptick in
cross-border transactions and portfolio realignment
by key industry players.

The power and renewables sector in Africa presents
a dual narrative: on the one hand, the continent
holds immense potential for renewable energy, yet
on the other, it grapples with the realities of low
energy access and fossil-heavy power generation.
The role of gas-to-power, emerging renewables
and decentralized energy systems is examined
in detail, providing a comprehensive outlook on
Africa’s path to energy diversification and economic
resilience.

This report also presents a sober analysis of the
above-ground risks—regulatory, security and
financial—that continue to affect investment
decisions. Theseinsightsare crucialfor stakeholders
seeking to navigate the complexities of African
markets. The role of North Africa in Europe’s
energy diversification, the fiscal competitiveness

African Energy Chamber

of African nations and the continent’s potential in
energy storage and nuclear power are also critical
areas of focus.

In an era of both immense opportunity and
considerable challenge, Africa’s energy sector must
leverage its resources for long-term growth and
sustainability. The findings in this report provide
a framework for informed decision-making and a
deeper understanding of Africa’s evolving energy
landscape. | urge stakeholders to engage with these
insights as we work collectively to harness the full
potential of Africa’s energy future.

Thank you,

NJ Ayuk
Executive Chairman
African Energy Chamber




Key Highlights

2025 global oil + condensate is expected to increase
mainly on the back of Latin America and Africa

Global gas supply to increase in medium-term,
partially led by the unconventional Jafura shale gas
development in Saudi Arabia

Medium-term brent prices revised up, leading to
possible unlocking of more investments and supply

Global M&A deals worth $118 billion signed in first
half of 2024

Global upstream capital spending could reach $600
billion in the second half of this decade, majorly led
by greenfield investments

Investment ratio for public E&Ps still below 50%,
signalling a cautiously optimistic spending

Asia’s liquids demand key for it to reach 106 million
bpd by second half of 2025

Road transport and Petrochemicals continue to be
the main liquids’ demand drivers

North America, Russia and Middle East to drive the
growth in gas supply, but more projects required to
be approved to meet medium-term gas demand

North America, Middle East and Africa to be key
LNG players in medium to long-term

West Africa to lead the upstream capex spending
in Africa this decade, contributing to almost half of
cumulative spending

Africa to lead the high impact exploration drilling this
year, with high activity in Sub-Saharan Africa

Portfolio high grading by majors in Africa creating
opportunities for emerging independents

Middle Eastern and Asian NOCs also show interest
in Africa’s E&P space

Africa seeking opportunities to commercialize the
flared gas to reduce emissions and tap into lost
revenue streams

Deepwater play in Africa continues to play a key
role, recently further proven by success in Cote
d’lvoire and Namibia

North Africa continues to play a key role in Europe’s
gas diversification strategy

Legacy producers in Africa now consider
providing fiscal incentives to attract more
investments

Above ground risks such as security, regulatory
uncertainties and financing continue posing a
challenge in Africa

Africa’s overall electricity access rates -
significantly lower than global levels and even
worse in rural Sub-Saharan Africa

Fossil fuels to continue dominating Africa’s
power generation mix this decade, while solar
PV and onshore wind installations to ramp up
significantly

South Africa and Egypt to continue dominating
power generation in Africa this decade

Over 500 GW of capacity in concept phase
(majority of which are solar and wind projects)
dominated by North Africa and South Africa

Natural gas and energy storage mechanisms
vital for Africa’s power generation mix

South Africa, Egypt, Nigeria, Ghana, Kenya,
and Uganda to account for the bulk of Africa’s
nuclear-based power generation in 2040 -
penetration to pick up substantially towards late-
2030s.

Africa’s overall generation is estimated to rise
from nearly 980 TWh today to nearly 1,400 TWh
by 2030

Share of renewables in Africa’s power generation
mix to jump from over 27% today to over 43% by
2030

North Africa to play a wider role in the
Mediterranean by exporting electricity and green
hydrogen to Europe

Decentralized power generation key for
electrifying Africa — solar home systems and mini
grids

Coal to remain essential in the South African
power generation mix

South Africa and Senegal at the forefront of Just
Energy Transition Partnerships

www.energychamber.org 5




1 GLOBAL INDUSTRY REVIEW

1.1 Global Hydrocarbon supply-slightly less in
short-term but more in medium-term

More investments could possibly
be unlocked on the back of sticky
oil demand

Latin America, Africa and Middle
East to drive the capex growth this
decade

Higher liquid and gas production
expected compared to that in
previous outlook

2023 saw high M&A activity due to
consolidations in North America

The industry has been more
efficient in unlocking barrels while
investing less

High free cash flow generation
expected this year, although less
than record 2022 levels

The latest outlook for global hy-
drocarbon supply indicates similar
changes, where the short-term global
oil and gas supply has been revised
down slightly, while the medium-term
outlook has increased towards the
end of this decade. The latest out-
look suggests global oil (crude oil
and condensates) supply approach-
ing 91 million barrels per day (bpd) by
2030. The decline in short-term oil
supply is mainly driven by voluntary
production cuts that have been exer-
cised by OPEC+ countries, especially
in Middle East such as Saudi Arabia,
Kuwait, Iran, Irag and UAE. The in-
crease in long-term oil supply on the
other hand is driven by upward revi-
sions in some of the African countries
such as Nigeria, Angola and Congo.
Angola has seen higher drilling activ-
ities and investments, which can lead
to a slower natural decline, while Ni-
geria has witnessed a bounce back
of production on the back of more
stable oil supply compared to 2022-
when the country’s crude oil supply
dropped below 1 million bpd for a

6 African Energy Chamber 2025 Outlook Report

few months. In the medium term i.e.,
second half of this decade, the lat-
est outlook reflects an increase in oil
supply driven mainly by revisions in
the Brent price outlook. Analysis of
the M&A deals globally indicates to-
wards a $70/bbl flat real brent price
outlook in the long-term, thereby
increasing the resources that would
be recovered eventually and hence
the production outlook. South Amer-
ica has also contributed positively
on the medium term oil outlook, with
Vacua Muerta shale in Argentina
along with offshore developments in
Guyana and Brazil driving most of the
change.

On the gas side, the reduction in
short-term outlook is mainly driven
by Egypt due to challenges faced in
the massive Zohr field and Turkmen-
istan due to delayed start-up of the
Galkynysh 2 project. The decline is
offset by the increase expected from
Middle East- which is mainly driven
by the start-up of unconventional Ja-
furah shale gas field in Saudi Arabia.




Global industry review

Oil + condensates and gas supply changes — 2024 outlook vs latest forecast

Global oil + condensates supply changes, forecast to 2030
Million barrels per day
1
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Oil + condensates'and gas supply changes — 2024 outlook vs latest forecast (Million barrels of oil equivalent per day)
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Global industry review

1.2 Brent price expected to remain
above $80/bbl in short-term

Brent prices in the first half of 2024
has remained above $80/bbl on the
back of stronger than expected de-
mand and various geopolitical ten-
sions in the Middle East. In March,
OPEC+ also extended its voluntary
production cuts of 1.7 million bpd into

the second quarter of this year, which
also has contributed to sustained oil
prices so far this year. The brent price
forecast for 2025 is expected to re-
main above $80/bbl on the back of
strong demand, driven by Asia and
the resilient US economy, however

Brent oil price evolution and forecast to 2026 (USD per barrel)

120 -

100 -

——2024 Outlook ——2025 Outlook

the growth in recovery of oil demand
from China has some downside risk
attached. A stronger compliance by
OPEC+ members to the production
quotas can also contribute to an up-
side pressure.

Rystadtnengy

73,54

61,00

Forecast

Source: Rystad Energy UCube

The global oil demand is estimated to
grow by 112 million bpd in 2024, and
by another 1.25 million bpd in 2025,
reaching 104.9 million bpd in 2025. The
geopolitical tensions in Middle East,
Ukraine-Russia conflict and pace of
global economic recovery, specifically in

Europe and China, may pose challenges
to growth in oil demand for this year.

Beyond 2026, the brent prices, as seen
by analyzing the M&A market are es-
timated to be at around $70/bbl in real
terms. If we compare that to potential oil
price curves in different energy transi-

8 African Energy Chamber 2025 Outlook Report

2024 2025 2026

tion scenarios, in the medium-term, it is
more inclined towards a 2.2-degree Cel-
sius temperature increase scenario. In a
more aggressive scenario, where there
is faster deployment of renewables and
green technologies, the oil prices are
likely to go down to below $50/bbl.




Global industry review

Brent oil price in different energy transition scenarios (USD per barrel)
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1.3 Global upstream M&A deals hit
$118 billion in first half of 2024
Global upstream M&A activity reaches around $118 billion in 1H 2024
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Global industry review

Global upstream merger and acquisition (M&A) activity
reached $118 billion in the first half of this year, marking
the second-highest half-yearly level since 2019, following
the all-time high of $191 billion in the second half of 2023.
This increased activity was primarily attributed to contin-
ued consolidation in the US shale patch, which accounted
for nearly 65% or $76 billion of the total deal value, and
partially to higher than usual M&A activity in all other re-
gions except Europe. Continuing momentum from the end
of last year, M&A activity in North America shot up by 91%
to around $90 billion in the first half of 2024, marking the
highest first-half levels since 2019. This rise was attributed

to continued consolidation in the US shale sector, which
accounted for nearly 85% or $76 billion worth of deals in
North America.

Additionally, another key trend was increased M&A activity
in gas portions of the US shale patch. The share of gas
and gas-condensate assets in the total deal value has in-
creased from around 8% or nearly $8 billion in the second
half of last year to around 29% or $2.2 billion in the first
half of this year. This is attributed to Chesapeake Energy’s
acquisition of Southwestern Energy in an all-stock deal val-
ued at around $11.7 billion.

Gas resources traded internationally since 2019 split by continent

Million barrels of oil equivalent

Share of gas resources in total traded resources for 1H

70% 28% 40%
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Source: Rystad Energy UCube

International M&A activity, excluding North America,
gained traction in the first half of 2024 on the back of
increased activity in Africa, the Middle East, Oceania
and Asia. The share of gas resources in overall traded
resources reached 64% or around 4.7 billion barrels of
oil equivalent (boe) in the first half of this year, compared
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2H 2021 1H 2022 2H 2022 1H 2023 2H 2023 1H 2024

Russia m South America

with 35% in the second half of last year and 45% in the
first half of last year. Similarly, the share of gas deals in
overall deal value reached 47% or more than $13 billion,
compared with 20% in the second half of last year and
32% in last year’s first half.




Global industry review

1.4 Global CAPEX lifted as market
indicates a $70/bbl long-term oil price

In the latest outlook, the long-term oil price assumptions are
now based off the market consensus seen through the deals
being signed in the M&A market instead of being linked to
oil demand. As a result of this, the long term real brent price
forecast was raised to a flat $70/bbl. This had an impact on
both investments and supply projections, mostly increasing
across almost all the continents. Most of the increase in capex

outlook is driven by increase in Middle East, Africa and South
America. In Africa, higher spend is expected to come main-
ly from Libya, Algeria, Angola and Nigeria. In South America,
higher activity is now expected in Argentina-mainly driven by
Vaca Muerta shale, Brazil, Guyana and Venezuela. Lastly, in
Middle East, more capex has been unlocked from Saudi Ara-
bia, Iran, Kuwait, UAE and Qatar.

Global CAPEX éhanges — 2024 Outlook vs Latest Outlook (Billion USD)
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In the last outlook, we debunked the
myth that usually is prevalent around
whether the upstream industry is invest-
ing enough to recover enough barrels in
the future. The conclusion was that those
claims are overblown, and the industry
has been able to recover the same num-
ber of barrels by investing less as a result
of efficiency and productivity gains. And
even though the brent prices have been

2025 2026 2027

above $80/bbl, the industry has been
in a “cautiously optimistic” phase. While
most of the European majors have lifted
their medium-term upstream investment
guidance, the overall recovery in global
upstream capex has still been gradual.
As the latest outlook suggests, upstream
investments globally are only estimated
to grow by 2% to $565 billion in 2024,
while reducing slightly to around $558

2028 2029 2030

billion in 2025. Almost 70% of the capex
in each of the two years is expected to
be driven by brownfield activity, with the
rest driven by greenfield investments.
The gradual increase in global upstream
spend can also be attributed to the port-
folios that majority of the publicly listed
companies are creating, suggesting
low-breakeven portfolios which will be
resilient to low oil prices.

www.energychamber.org 11




Global industry review

As the brownfield capex i.e., spending on already producing
fields is expected to decline, the share of greenfield spend-
ing is estimated to contribute to almost 55% of the capex in
2026, and further grow to almost 60% of the capex in 2030.
The spending from the projects under-construction is expect-
ed to peak this year and is estimated at around $140 billion in
2025. For pre-FID projects, the spending is expected to kick-
off majorly in the second half of this decade, with the spend

Global CAPEX forecast to 2030 split by lifecycle (Billion USD)
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m South America

- .

estimated to reach almost $286 billion in 2027. The estimates
for under-construction and pre-FID projects will change once
FID is taken for more projects. In terms of overall upstream
spending, the latest outlook suggests a peak in investments
in 2027 at slightly above $600 billion. A higher oil price or
further cost optimization would be required to unlock more
spending i.e., making the projects that we currently consider
uncommercial more competitive.

Rystadtneng)
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Geographically, North America is the largest driver of
CAPEX- majorly dominated by the unconventional shale. It
is followed by Middle East, Asia and South America. Within
North America, USA is estimated to drive between 70-80%
of the CAPEX outlook, followed by Canada and Mexico.
Combined, North America;s medium-term capex is project-
ed at around $180 billion annually. The highest growth in
short-term is driven by Middle East, especially Qatar where
large-scale LNG developments related to North Field Ex-
pansion are progressing. UAE is also expected to see a
ramp-up in CAPEX in the second half of the decade as the
major gas developments such as Hail and Ghasha sour
gas fields are sanctioned. Overall Middle East CAPEX is
expected to grow from about $78 billion in 2022 to a peak

Global industry review

of $118 billion in 2027. Saudi Arabia and Qatar are the top
two contributors for Middle East’s CAPEX projections. The
third largest continent is Asia which is estimated to invest
around $80 billion each year through the end of this de-
cade. Almost half of Asia’s CAPEX comes from China, while
Indonesia is a country that is expected to ramp-up their
CAPEX in the second half of the decade as projects such
as Abadi LNG and Geng North reach FID. In South Ameri-
ca, the CAPEX is dominated by offshore projects in Brazil
and Guyana, while Argentina’s Vaca Muerta shale will drive
the onshore CAPEX. South America’s CAPEX is expected
to peak at around $60 billion in 2026 and start to decline
gradually thereafter.

1.5 Free Cash Flow generation

and reinvestment rates

The global E&P industry saw a change in strategy af-
ter COVID-19, a one that involved very selective port-
folio filtration and a conscious budgeting for capital in-
vestments. Reviewing the various hurdle rates used by
European companies, it indicates to a minimum IRR of

Upstream investments and investment ratio for public E&Ps

mmm |nvestment ratio (Percentage)
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15% and oil breakeven ranging from USD 30-40/bbl for
projects being sanctioned i.e., reaching FID. Lately, the
risk associated to oil prices in different energy transition
scenarios has also pushed companies to build a resilient
portfolio. This has led to companies not increasing their
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Global industry review

investments drastically even in a high oil price scenario.
The publicly listed E&Ps have been investing far less than
what they did in peak oil price period around 2014-15.
The investments in 2023 were around USD 370 billion,
still about 35% below the 2014 levels of USD 557 billion.
The investments in 2023 did increase to about USD 370
billion from the COVID-19 lows of about USD 250 billion
in 2020, however the spending has been restricted and
companies have been opting for a more “cautiously op-
timistic” strategy.

The industry also saw record free cash flow generation in
2022, led both by a controlled investment strategy and
also high oil prices. The free cash flows generated by

Free cash flow 'generation by public E&Ps (Billion USD)
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Source: Rystad Energy UCube
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2006

the public E&Ps in 2022 stood at around USD 675 billion,
much higher from 2014 levels of USD 115 billion, when
the oil prices were quite high. While the same number
in 2023 and 2024 has dropped from 2022, the public
E&Ps are estimated to generate about USD 360 billion
this year, a figure still higher than that seen before 2020.
With the recent years of high free cash flow generation
and curtailed investment growth, it has resulted in the
global E&P industry re-investing about 50% of its free
cash flows back into its portfolio. The investment ratio
was as high as above 90% back in 2015, but this doesn’t
indicate in any way that the industry has been under-in-
vesting. The industry has gotten leaner and more effi-
cient, and has been able to do more with less recently.

Rystadenergy

2018

2022

2010 2014




2 OIL MARKETS REVIEW

The global oil supply is estimated to
reach 87.4 million bpd by the end of
next year, majorly driven by North
America and Middle East

The global liquids demand is
expected to reach about 106 million
bpd by the end of next year, with the
growth mainly led by Asia

Africa is expected to continue to
contribute about 8% of global oil
supply, with major growth led by the
OPEC member countries and Angola

Due to above ground risks such as
energy transition, security, regulatory
challenges, Africa might only produce

half of its liquid’s potential in 2040

www.energychamber.org 15




Oil markets review

2.1 Short-term liquids supply outlook

Global oil (crude and condensates)
production is yet to reach the pre-
COVID (early 2020 levels) of around
83.8 million bpd as various OPEC+
countries continue to hold back on
their production as they follow the
OPEC+ quotas. North America on the
other hand has rebounded quite well
with production estimated to exit at

Global short-term crude + condensates supply (Million barrels per day)
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For 2025, the outlook suggests a grad-
ual increase as production from Middle
East- especially Saudi Arabia, and Unit-
ed States. The oil production is esti-

16

20.4 million bpd this year, compared
to the early 2020 levels of around 19.2
million bpd. South America has also
shown a gradual increase each year
and is estimated to reach almost 7.5
million bpd by end of this year. The
increase is majorly driven by Brazil
and Guyana as new projects start and
others ramp-up to their full capacity.

DAfrica @ South America ®North America EEurope
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March

mated to reach about 87.4 million bpd
towards the end of 2025. This would
suggest an increase in global oil supply
by almost 3 million bpd in 2025. The

African Energy Chamber 2025 Outlook Report

Some of the African countries have
not managed to increase their pro-
duction levels to the allowed OPEC+
quotas, while Angola decided to exit
the organization after it disagreed with
the OPEC+ quota that it was assigned.
Nigeria, Africa’s largest oil producing
country, is still yet to reach its allowed
production levels of 1.5 million bpd.

ORussia
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2025

OPEC+ quotas for 2025 were kept the
same as those of 2024, with the only ex-
ception being UAE- whose production
quota was increased by 300,000 bpd.




2.2 Global liquids demand

As the world came out of COVID-19,
Asia has seen a healthy increase in
oil demand since 2022- mainly driven
by China and India. After Asia, North
America remains the second largest
driver of liquids demand. The outlook
estimtes the global liquids demand
to reach about 106 million bpd by

second half of 2025. North America,
Middle East and South America are
expected to show a very gradual in-
crease in liquids demand, while Eu-
rope’s liquids demand is forecasted to
reduce in short-term. The increase in
Asia’s liquids’ demand is estimated to
come from road transport, petrochem-

Global products demand, split by sector (Million barrels per day)
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icals and aviation, and is expected to
surpass 39.4 million bpd in 2025 from
around 37.6 million bpd in 2023. The
increase in North America is expected
to come mainly from petrochemicals
and aviation while for Middle East, the
two key drivers are petrochemicals
and road transport.
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The crude marketis poised for a deficit
throughout 3Q24 and 4Q24, as refin-
ery runs and direct crude burn accel-
erate and global supply growth re-
mains pressured with OPEC+ cuts. For
3Q24, the data suggests a demand of
84.9 million barrels per day (bpd), ex-
ceeding a supply of 82.3 million bpd.
This results in a 2.6 million bpd deficit.
Entering 4Q24, demand is projected
at 85.5 million bpd, with supply antici-
pated at 83.1 million bpd. This leads to
a forecasted deficit of 2.4 million bpd.
On average, a deficit of 2.5 million

2024

bpd is projected for 2H24. Despite
the production cuts in the Middle East,
the region remains well supplied. The
net surplus is expected to narrow to
16.3 million bpd in 3Q24 on OPEC+
production cuts, and refinery runs in-
crease. With geopolitical tensions ex-
isting, trade flow impacts are likely to
accelerate through 3Q24 with crude
and product demand. North Ameri-
ca’s surplus is expected to rise to 1.1
million bpd, and South America’s sur-
plus is expected to rise to 3.5 million
bpd, driven by production. Similarly,

2025

Africa is on track for stable net crude
exports in 3Q24 before new refining
infrastructure ramps up completely.
The Asia Pacific (APAC) deficit is fore-
cast to grow to 22.7 million bpd in
3Q24, influenced by the rebounding
of refinery runs with some downside
risk due to run cuts. Europe’s deficit
is projected to extend in 3Q24 to 8.8
million bpd as refinery runs increase
with summer demand. This comes as
Russian exports narrow with contin-
ued cuts through 3Q24 and refinery
rebounding.
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2.3 Africa short-term oil supply

outlook

Africa is estimated to contribute about 8%
to global oil supply (crude oil + conden-
sates) in 2024 and 2025 as both Global
and African supply are expected to grow
gradually next year. The outlook suggests
Africa could increase its oil production
from about 6.5 million bpd currently to
almost 7 million bpd by end of 2025. The
gradual increase hinges majorly on the
curtailment of pipeline vandalisms and oil
thefts in Nigeria, and a more stable en-
vironment in Sudan- which also affects
South Sudan’s production. West Africa
continues to remain the major driver or oil
supply, producing around 3.7 million bpd
of oil currently. With sustained production
from Angola, and a recovery from Nige-
ria, the region could produce between
3.8-3.9 million bpd. West Africa is then
followed by North Africa, which produces
another 3 million bpd of oil currently. With
sustained supply from Algeria- which also
is an OPEC member nation and follows
the quotas closely, and healthy undis-
rupted oil supply from Libya, the region
is estimated to continue producing at
flattish levels. However, Libya’s healthy

Short-term crude + condensates supply, Africa (Million barrels per day)

8
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supply is very much dependent on the
political stability in the country, and any
change in that can lead to protests and
production shutdowns. Lastly, South Su-
dan’s production has also been impact-
ed significantly as the oil pipeline to Su-
dan was damaged earlier this year and
no crude has been flowing through the
pipeline since then. South Sudan relies
heavily on the oil pipeline since it exports
its crude to Sudan. While there were at-
tempts to restart the oil pipeline in late
May this year, we are yet to see any signs
of resumption in exports. South Sudan is
quite dependent on oil export revenues,
and this development affects the country
in a major way.

Slightly more than half (55%) of Africa’s
oil supply comes from onshore, while
the remainder is split between shelf and
deepwater segments. Among the re-
gions, West Africa’s supply is dominated
by the offshore segment, contributing al-
most 75% of West African oil supply. This
is totally opposite in North Africa, where
onshore contributes to more than 90%

O North Africa

of the oil supply. Countries such as Lib-
ya, Nigeria and Sudan, which face supply
disruptions face such challenges only on
the onshore side. This is a theme that we
have seen playing out on the gas side
as well, where Mozambique has seen
long delays in getting the construction of
onshore LNG projects move ahead due
to the insurgency in the country. Due to
the above reasons, the major upside in
the short-term lies on the onshore side
where continued stability in countries
like Libya, Sudan and Nigeria remains
the key. This was observed this year as
well, continuing the trajectory of previous
years, where supply disruptions were
again very prominent in Libya, with the
country’s production just being limited to
just a little more than quarter of its capac-
ity in September. The two major offshore
producers in Africa, Angola and Nigeria,
have been investing more lately to ad-
dress the natural decline of their respec-
tive mature fields. The outlook suggests
that the offshore oil supply in Africa is
expected to remain flattish at around 3
million bpd next year.
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Short-term crude + condensates supply, split by supply segment, Africa (Million barrels per day)
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2.4 Status on African OPEC member nations and Africa’s
long-term supply potential

One of the major developments
late last year was the exit of Ango-
la from the OPEC organization after
the expanded OPEC+ group allocat-
ed the West African nation a small-
er oil-production quota than what it
had requested — 1.11 million barrels
per day (bpd) as opposed to the 118
million bpd target Angola wanted.
Meanwhile, OPEC’s production tar-
gets for Angola have been consid-
erably higher than both the ANPG
estimates and the supply. The gap
between the OPEC production tar-
gets and actual output had climbed
in recent years, with 2021 actual sup-

OPEC members’ production targets vs actual supply, Africa (Thousand barrels per day)
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ply at about 90% of the target, 2022
at just over 80%, and 2023 at just
under 80% of the annual average
target. While the country has seen
investments and drilling rise in the
recent years to arrest the natural de-
cline, the production is yet to reach
118 million bpd- the quota that An-
gola requested. On the positive side,
there are many incentives being giv-
en to companies such as reduced
taxes and better recoverability of
exploration costs to promote more
infill drilling and exploration activity.
We expect Angola to average about
113 million bpd this year and remain

20 African Energy Chamber 2025 Outlook Report

above 1 million bpd in 2025 as the
investment efforts materialize.

With one less OPEC member in Afri-
ca, the current African OPEC crude
oil supply, comprised of Libya, Con-
go, Gabon, Nigeria, Algeria and
Equatorial Guinea, hovers at around
3.9 million bpd. The latest outlook
suggests this number to grow to
4.28 million bpd towards second half
of 2025. Excluding Libya, since the
country is exempted from OPEC+
production cuts, the total allowed
OPEC+ production levels equate to
about 2.9 million bpd, while the coun-

@Production

Rystadtnensy

mTarget Production

Equatorial Guinea




tries have been producing at around
2.65 million bpd, an under-produc-
tion of more than 200,000 bpd. This
over-compliance can easily be re-
duced once Nigeria is able to pro-
duce closer to its production target
of 1.5 million bpd. Nigeria’s crude oil
production for June was about 1.27
million bpd as it continues to face
the brunt of pipeline vandalism and
oil thefts. Nigeria’s production is es-
timated to only grow to 1.45 million
bpd if the country is unable to man-
age the security concerns.

The production potential in Africa

is quite significant, however vari-
ous factors such as financing, se-
curity risks and under-investments
by Majors as they rebalance their
portfolios create a difference be-
tween the actual supply compared
to the potential. Another factor that
complicates this issue is the energy
transition, where in a more aggres-
sive energy transition scenario, the
oil and gas demand could take a hit,
leaving more resources stranded.
Competition from other geographies
who are able to advance on their de-
velopments and eventually secure
the market with their barrels could

Africa long-term oil supply potential(Thousand barrels per day)
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likely push out the lagging African
producers. When it comes to the
un-risked upside, the highest con-
tributor is Nigeria, where many large
offshore projects such as Owowo
West, Etan-Zabazaba, Bonga South-
west-Aparo etc., are pending sanc-
tioning. Combined, the upside from
Nigeria equates to an additional 1.5
million bpd towards the end of next
decade. Another 1 million bpd can
come from Congo, Libya and Angola
combined. If all these projects were
to move ahead, it would add another
3.7 million bpd of supply in the mar-
ket next decade.
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3 GAS MARKETS REVIEW

3.1 Global gas supply expected to
continue growing in medium-term

Many continents to show a
growth in gas supply, though
majorly driven by North America,
Russia and Middle East

Africa to contribute around
6% in global gas supply

As much as 1000 Bcm of
additional gas supply required
from pre-FID projects to meet
the global demand in 2030

In the first half of next decade,
additional 130 MMt of LNG
supply from pre-FID projects
will be required to meet the
LNG demand

Africa holds significant LNG
potential, however above
ground risks could lead to the
continent only realizing half of
the potential next decade

Global gas production stood at about
4020 billion cubic metres (bcm) in
2023 and is estimated to reach about
4210 bcm by next year. Except Aus-
tralia and Europe, all other continents
are expected to report a growth in gas
supply in 2025. The largest growth
driver will be North America, followed
by Russia and Middle East. While ma-
jority of growth in United States is
expected to come from the Permian
basin, growth in Middle East is mainly
driven by the Jafurah shale gas de-
velopment in Saudi Arabia. In Russia,
most of the growth in gas production
is expected to feed into the domes-
tic market, with some of it diverted to
China. The outlook suggests that Rus-
sia’s exports to Europe are expected
to continue to gradually decline, after
the major drop seen in 2023 as Eu-
rope finds alternative import routes.

In the more medium-term, the two
main growth drivers are expected to
be Middle East and North America.
Both of them combined are expect-
ed to add about 400 Bcm of gas by
2030 from the 2025 levels of 2070
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Bcm. These two continents will grow
their market share from 49% currently
to 52% by the end of this decade. Afri-
ca’s contribution to global gas supply
is estimated to remain flat at around
6%, growing by 15% in absolute terms
from about 250 bcm currently to just
shy of 300 bcm by 2030.

As gas continues to play an import-
ant role in the energy transition,
the global gas demand is expected
to grow at around 1.5% CAGR until
2030. Asia and Middle East are ex-
pected to see the strongest growth
in domestic demand, with China, In-
dia, Iran and Saudi Arabia to be at
the front-seat in terms of demand
growth this decade. To meet the
growing gas demand, more projects
would be needed to reach final in-
vestment decision. By 2030, more
than 1000 bcm of additional supply
is required from pre-FID projects. For
more near-term, there is a deficit of
about 25 bcm of gas supply in 2025
which would either need to come
from a slightly higher brownfield ac-
tivity or new greenfield projects.
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Global natural gas supply split by continent, forecast to 2030 (Billion cubic meters) 3
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3.2 North America, Middle East and Africa
to trigger medium-term LNG growth

LNG flows globally in 2023 were
similar to 2022 levels of around 400
million tonnes and is estimated to
increase to about 410 million tonnes
this year. Another increase is expect-
ed to trigger in the second half of
this decade with all the major proj-
ects in Middle East and North Ameri-
ca that were sanctioned in the recent
years come online. In North Ameri-
ca, projects such as Golden Pass,
LNG Canada, Plaguemines Phase 1
and 2, Corpus Christi Stage Ill, Rio
Grande Phase 1 are among the proj-
ects to drive the growth. In Middle
East, North Field South and East ex-
pansion through Qatar LNG, Ruwais
LNG in UAE are expected to drive
the growth. In Africa, eyes will be on

Global LNG supply split by continent, forecast to 2030 (Million tonnes per annum)
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the potential start-up of Mozambique
LNG project which has been on force
majeure since 2021 due to the insur-
gency in the country. Coral North
FLNG in Mozambique, GTA LNG in
Mauritania, NLNG T7 in Nigeria, Ma-
rine Xl LNG in Congo and Gabon
FLNG in Gabon are expected to also
drive the growth. Apart form onshore
NLNG T7 project in Nigera, there are
also FLNG projects such as UT Off-
shore and NNPC FLNG that are be-
ing considered for development.

Comparing the LNG supply from
currently producing and sanctioned
projects to the LNG demand projec-
tions, the outlook suggests that there
would be more projects required to

@South America

mOceania
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reach FID and contribute to supply
beyond 2030. The LNG demand until
2030 seems to be well supplied with
the current pipeline of the projects,
provided there are no major delays
in start-ups of projects that are under
construction. By 2035, we estimate
a deficit of about 130 million tonnes.
With more supply potential than de-
mand, this also means a stiff com-
petition among different projects,
leading to some projects remaining
stranded. While Africa hosts signifi-
cant LNG potential with large scale
projects in Mozambique, Tanzania,
Senegal and Mauritania- financing,
security and regulator bottlenecks
would be the key for the projects to
advance successfully.
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Global LNG supply vs demand, forecast to 2030 (Million tonnes per annum)
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3.3 Africa’s gas and LNG potential vs

risked outlook

Africa’s hydrocarbon potential is very
well known but the region has strug-
gled to advance some of the larger
developments in a timely manner
due to various reasons ranging from
security, regulatory uncertainty, fi-
nancing and under-investment. Simi-
lar to the difference in potential and
feasible outlook on the oil side, the
gas story has also faced challenges
in the continent being able to real-
ize its full potential. The impact of it
becomes much more visible in next
decade where almost 20% of the po-
tential gas supply in 2040 risks re-

maining stranded. While some of it
can be explained due to the above
listed factors, some of the potential
risks being stranded due to lack of
gas market. Sub-Saharan Africa also
faces challenges on the electrici-
ty access, and that is where gas to
power can play an important role in
not only increasing the electricity ac-
cess to a wider population, but also
help commercialize some of this gas.
Apart from developing the domestic
market, there are several pipeline
export projects such as West Afri-
can Gas Pipeline (WAGP) and Trans

Africa’s gas supply potential vs risked outlook (Billion cubic meters)
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Saharan gas pipeline being mulled
to find a market for the gas not only
in countries in Africa, but also in
Europe. However, these capital-in-
tensive projects and also require a
lot of inter-governmental collabora-
tion, which could pose a challenge
on the financing and timely execu-
tion of the projects. Apart from the
pipeline projects, some giant LNG
projects such as those in Tanzania,
expansion projects in Mozambique
and developments in Mauritania and
Senegal can also help commercial-
ize the gas.
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Africa’s gas potential has led to var-
ious large scale LNG developments
also being mulled. There are enough
gas resources that can support an
LNG export capacity of almost 175
million tonnes by 2040 from the
current exports of about 40 million
tonnes. This suggests an increase of
almost 4 times, however, it remains
to be seen how much of it is practi-
cally achieved. In some of the proj-

Installed potential LNG capacity vs LNG export outlook (Million tonnes per annum)
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ects such as those in Senegal and
Mauritania, BP, a major, who was the
operator of the blocks exited the
projects- which is expected to lead
to delays in development. Risking
down the projections, the outlook
suggests LNG exports reaching
around 85 million tonnes by 2040 if
the projects that are less risky pro-
ceed successfully. Mozambique is
the biggest growth driver where the
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potential capacity could even reach
50 million tonnes, however, faces
serios security concerns which have
already derailed its first onshore Mo-
zambique LNG project. The security
challenges onshore have somewhat
forced partners to consider incre-
mental offshore FLNG projects such
as Coral North, however these are
much smaller compared to large
scale onshore projects.
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4 AFRICA INDUSTRY REVIEW

Africa’s capital expenditure
(capex) is set to increase by 23%
in 2024, reaching $47 billion,
up from $38.5 billion in 2023. A
slight decrease to $43 billion is
expected in 2025, but capex is
projected to surge to $54 billion
by 2030.

West and North Africa will lead
the capex spending, with West
Africa contributing over 50%

of the continent’s total capex
from 2023 to 2030, driven

by established oil producers

like Nigeria and Angola, and
emerging players like Mauritania
and Senegal.

Liquid hydrocarbons will
continue to dominate Africa’s
hydrocarbon capex, attracting
over 60% of the total investment
through 2030, though natural
gas is expected to increase its
share from 30% in 2023 to over
40% by the end of the decade.

Offshore projects dominated
capex in 2023, but by 2024,
onshore and offshore spending
is expected to be equal. Onshore
developments will account for
56% of capex by 2030, driven by
lower unit costs.

Onshore drilling will remain
dominant, accounting for 80%
of the 1,060 wells expected

to be drilled in 2024, with
North Africa leading onshore
activity and West Africa leading
offshore drilling.

Offshore rig demand is
projected to increase to 46 rig
years in 2025, a 59% increase
from 2020 levels, driven by
new projects and exploration
activities, but contingent on
final investment decisions
(FIDs).

Exploration drilling in Africa is
expected to rise, with over 150
wells to be completed in 2024,
and Southern Africa emerging
as a hotspot, especially in
Namibia’s Orange Basin.

Africa set to dominate the
global high impact drilling

Africa’s exploration spending

is anticipated to surpass $6
billion in 2024, driven by major
discoveries in Namibia and
continued investments in North
and West Africa.
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Numerous licensing rounds are
planned across Sub-Saharan
Africa between 2024 and 2025,
with countries like Nigeria,
Namibia, and Tanzania opening
new blocks for development.

After a surge in M&A activity in
2022, African upstream M&A
deal value dipped in 2023 but
rebounded in 2024, surpassing
$12.7 billion by July, driven by
portfolio high-grading by major
oil companies.

Regional players and
independent national oil
companies (INOCs) are
increasingly active in Africa’s
M&A landscape, acquiring
assets from major companies
and expanding their presence
in key regions like Angola and
Nigeria.

West Africa has dominated
M&A activity in terms of deal
value, followed by North Africa,
with significant interest from
Middle Eastern and Asian
national oil companies in
acquiring African assets.




4.1 Africa capex set to surge

Africa’s capital expenditure is set to
surge this year, continuing a pattern
of growth seen in recent years. Invest-
ments are projected to reach a remark-
able $47 billion, marking a substantial
23% increase from 2023’s $38.5 billion.
Though a slight dip to around $43 billion
is anticipated in 2025—primarily due to
delays in FIDs—the decade’s end prom-
ises a resurgence, with capex soaring
to a decade-high of approximately $54
billion, fuelled by fresh FIDs.

West and North Africa are expected to
lead this spending spree. West Africa
alone is poised to drive over half of the

continent’s capex from 2023 to 2030,
propelled by established oil giants like
Nigeria and Angola. Emerging players
like Mauritania, Senegal, Ghana, and
Cote d’lvoire are also set to make sig-
nificant contributions in the latter half of
the decade. North Africa, with key play-
ers such as Libya, Algeria, and Egypt, is
expected to account for roughly 35% of
the expenditure.

Despite the growing emphasis on nat-
ural gas, projections indicate that liquid
hydrocarbons will still command the li-
on’s share of capex, attracting over 60%
of the total investment through 2030.

Africa upstreah"l CAPEX forecast to 2030 (Billion USD)
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However, natural gas is gradually gain-
ing ground, with its share of annual ex-
penditure expected to rise from around
30% in 2023 to more than 40% by the
decade’s end.

Despite the increasing focus on natural
gas, analysis of potential spending over
2023 — 2030 suggests liquids continue
to remain the main hydrocarbon draw-
ing over 60% of the total CAPEX. Nat-
ural gas, however, is expected to see
a gradual increase in share of the total
annual expenditure with YoY spending
share increasing from about 35% in
2023 to almost 40% by 2030.
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The landscape of onshore and off-
shore spending is also set to shift.
While offshore projects dominated
with 60% of the capex in 2023, 2024
will likely see a balance, with both on-
shore and offshore investments con-
tributing equally. By 2030, onshore
developments are anticipated to take
the lead, accounting for 56% of spend-
ing, thanks to their lower unit costs
compared to offshore projects, more
onshore developments are expected
to kick-off or come online as opposed
to offshore fields. Deepwater offshore
spending will continue to grow, al-
tering the current distribution, with
shelf spendings decreasing to 10%

Africa upstreah CAPEX 2022 — 2030 split by country and company segment (Billion USD)
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and deepwater projects increasing to
45% by the latter half of the decade
from current percentages of 19% and
31% respectively. Shelf projects are
those projects lying in water depths
of a maximum of 125m and anything in
deeper waters is considered a deep-
water development.

When it comes to greenfield versus
brownfield investments, the trend is
expected to remain steady until 2025,
with greenfield projects contributing
45% and brownfield projects 55% of
the spending. However, a shift is ex-
pected in the second half of the de-
cade, as numerous projects reach the
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FID stage, driving greenfield invest-
ments to over 60% by 2030.

On a country level, legacy producers
like Nigeria, Libya, Angola, and Alge-
ria, alongside Mozambique, will Afri-
can NOCs, through their vast presence
across the continent’s upstream oper-
ations as working interest owners, and
international oil majors, who have been
significant stakeholders and investors
in the continent’s hydrocarbon sector —
form the two driving forces behind Afri-
ca’s fossil fuel industry. NOC and majors
are estimated to be the main spenders,
with over 64% of the potential spending
coming from their pockets.
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4.2 Onshore drilling expected to drive
overall drilling activity

Wells drilled across Africa and its con-
tinental shelves are the lifeblood of
the continent’s hydrocarbon industry,
unlocking vast underground energy
reserves. Following a pandemic-in-
duced slump, Africa’s drilling activity
has rebounded, with 1,034 wells drilled
in 2023, predominantly onshore, which
accounted for 80% of the total. The
momentum is set to continue, with
2024 expected to see 1,060 wells
drilled—the highest since 2015. On-
shore operations will remain dominant,
consistently contributing 80% of the
well count. Drilling is projected to peak
in 2026 before tapering off, with the

annual count dipping to around 900
wells by the decade’s end.

North Africa leads the charge in on-
shore drilling, contributing over 70%
of the overall count, a figure that is
anticipated to grow to more than 80%
by 2030. On the offshore, West Afri-
ca is the powerhouse, contributing a
remarkable 70% of the offshore well
count. Algeria, Libya, Egypt, and Nige-
ria are the continent’s heavyweights,
collectively responsible for nearly 60%
of all wells drilled.

The number and type of wells direct-

Africa upstream drilling forecast to 2030 (Count)
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ly influence rig demand, dictating how
many drilling rigs must be operation-
al annually. Shallow-water operations
typically use jackups, while floaters are
reserved for deeper waters. Offshore
rig demand mirrors the trends in well
drilling, with demand growing from 29
rig years per year between 2020 and
2021 to about 40 rig years by 2024. In
2025, rig demand is set to jump by 18%
as compared to 2024 levels, reach-
ing 46 rig years—a 59% increase from
2020 levels. This heightened demand
is expected to hold steady until 2029,
after which it will decline in line with the
anticipated drop in offshore drilling.
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It is also to be noted that the rig de-
mand expansion to an average 46
rig years over the year 2025 is con-
tingent on new projects being sanc-
tioned. The current oil market outlook,
greenfield and brownfield investment
forecast suggests the combined po-
tential of these new projects and fur-
ther exploration activity will be able to
propel rig demand in Africa somewhat
closer to the pre-Covid-19 levels. It is
to be noted that the rig demand from
the existing projects in-pipeline / in
the pipeline is expected to decline

marginally through 2025 to 2030 and
it is the combined impact of rig de-
mand driven by projects contingent
on FIDs and exploration is the driv-
ing factor for increase. Any delays in
these expected FIDs and/or explora-
tion drilling can lead to further decline
and thus, an obvious blow to produc-
tion going forward.

A country-by-country breakdown from
2020 to 2030 shows Egypt leading in
offshore rig demand with 128 rig years,
followed by Angola and Nigeria with

Africa offshore rig demand forecast to 2030 (Work years)

87 and 70 rig years, respectively. The
top 15 countries by rig demand reveal
that most of this demand is robust, with
only about 33% tied to contingent re-
sources and exploration. However,
countries like Mozambique, Congo,
Namibia, South Africa, Equatorial Guin-
ea, and Ghana show a higher depen-
dence on investment decisions for rig
demand, indicating a more volatile out-
look. In contrast, most other producing
countries demonstrate minimal reli-
ance on upcoming project sanctions to
sustain their rig demand.
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4.3 Africa set to dominate the global high

impact drilling

Africa is on course for an uptick in ex-
ploration drilling activity this year, with
over 150 wells set to be completed
during 2024. Despite a declining trend
in global discovered volumes, Africa
has seen some significant contributions
in recent years, primarily driven by key
finds such as Luiperd in South Africa,
Baleine in Cote d’lvoire, and the trio of
Venus, Graff and Mopane in Namibia.
The role of high-impact wells — meaning
exploratory wells capable of making ba-
sin-opening discoveries or of rewriting
a basin’s exploration history — has never
been so prominent, owing to relatively
stagnant global exploration activity and
diminishing new conventional volumes.

Resource-rich basins across Africa have
historically been able to lure explora-
tion and production (E&P) companies
to explore and develop the continent’s
hydrocarbon volumes. Southern Afri-
ca was long ignored by many industry
players due to a relative lack of discov-
eries capable of being commercially de-
veloped. Following a series of massive
finds in the South African Outeniqua
Basin (first discovery in 2019) and the
Namibian sector of the Orange Basin
(first discovery in 2022), however, the
region has swiftly become a centre of
interest for high-impact exploration, pri-
marily in Namibian waters. Key wells are
also planned to be drilled in other parts

High impact wells to be drilled in Africa in 2024
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of the continent. At the start of this year,
Rystad Energy identified 36 high-impact
wells to be drilled globally, with Africa
set to dominate high-impact drilling ac-
tivity in 2024 with a total of 13 wells out
of the 36 tagged globally for the year,
followed by South America with nine.

Two of the 13 identified African high
impact well have been drilled, with a
commercial success rate of 50%. Eni’s
Orion-1 off Egypt failed to encounter
commercial volumes, while Galp Ener-
gia’s Mopane 1-X proved a standout suc-
cess. The remaining high-impact wells in
Africa are yet to be drilled, with fears of
some being pushed out to the future.
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About 38% of the wells will be drilled
in frontier basins, whereas only 2 wells
will target potential resources great-
er than 500 mmboe. Southern Africa
leads in terms of high- impact explo-
ration drilling, with 2 planned in South
Africa and Namibia each. In terms of
operator segment, majors lead the
high-impact exploration drilling with
about 62% of the drilling undertaken
by the peer group.

Orion-1X

The highly anticipated Orion-1X wild-
cat was drilled on the Eni-operated
North East Ha'py Offshore Block in
Egypt. The well was drilled in 730
meters of water and was targeting a
massive play-opening Cretaceous
prospect with an aim to establish the
presence of hydrocarbons within a
four-way dip structure. The well had
estimated pre-drill resources of about
10 trillion cubic feet (Tcf) of natural gas
and 400 million barrels of liquids. The
well failed, however, to establish com-
mercial volumes and was declared a
failure.

Implications: High hopes were asso-
ciated with this well, as Egypt awaits
a new discovery of the magnitude
of Zohr, made by Eni in the Mediter-
ranean Sea, with Orion-1X being the
nation’s most eagerly awaited well in
the offshore Nile Delta in recent years.
The failure puts a dent in Egypt's
hopes of injecting much-needed pos-
itivity in its exploration sector and gas
production outlook, where a decline is
forecast towards the beginning of the
next decade. The failure also dents
Eni’'s exploratory hopes in the area, as
Orion-1X marked the third successive
dud for the ltalian major, the earlier
ones being the Nigma-1 exploration
well on the same block and Ameeg-1
in the adjacent North Thekah Offshore
Block in 2020, both of which were de-
clared sub-commercial.

Mopane 1X

Portuguese operator Galp’s Namibian
exploration venture commenced with
its first well within exploration license
PEL 83. The well penetrated multiple
reservoir intervals, encountering hydro-
carbons within both the shallower and
deeper sections. The discovery well
encountered excellent reservoir quali-
ty with good porosities associated with
high pressures and permeabilities. The
well was flow tested, achieving an out-
standing flow rate of 14,000 barrels of oil
equivalent per day (boepd) of low-vis-
cosity oil with minor carbon dioxide lev-
els and no hydrogen sulfide concentra-
tions. Galp estimates the new discovery
to hold about 10 billion boe of in-place
volumes.

Implications: The Mopane deepwater
discovery lies north of the existing Ve-
nus and Graff finds made in early 2022
by TotalEnergies and Shell, respectively.
The exploration well proved the pres-
ence of high-quality reservoir within mul-
tiple shallow and deepertargets, thereby
proving the presence of hydrocarbons
farther north of the existing finds. Ad-
ditionally, the discovery has sharpened
Galp’s focus on its Namibian acreage.
As the company plans to farm out 50%
of its 80% interest within the acreage,
announcement of the discovery has
drawn many potential suitors. News wire
Bloomberg reported that prominent oil
and gas companies including ExxonMo-
bil, Shell, TotalEnergies, Equinor, Chev-
ron, Azule Energy and Woodside Ener-
gy are among the potential suitors for
the opportunity, said to be worth about
$20 billion. Mopane, along with earlier
discoveries, has turned Namibia from a
forgotten frontier to an exploration hot
spot, with prominent players including
majors farming in to explore the coun-
try’s subsurface riches.

With 85% of the prognosed high-impact
wells yet to be drilled, Africa promises to
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deliver an exciting second half for 2024.

Some of the key high impact exploration
wells planned to be drilled in the conti-
nent in the coming months are:

Atum-1 (Guinea-Bissau). Apus Energy
will begin deepwater exploration drill-
ing in July on Block 2 off Guinea-Bissau,
using the Ocean BlackRhino drillship.
The well targets multiple reservoirs in
the Cretaceous and Jurassic intervals
with an estimated 470 million boe. This
drilling could significantly advance Guin-
ea-Bissau’s underexplored sector of the
MSGBC Basin.

Akeng Deep (Equatorial Guinea):
Kosmos Energy, along with its partners,
is set to explore the Akeng Deep pros-
pect in Block S, targeting 180 million
boe. Success here could tie back to
existing Block G infrastructure, extend-
ing its production life.

Niamou-1 (Congo-Brazzaville):
TotalEnergies and partners are gearing
up to drill Niamou-1, targeting 1.4 billion
barrels of oil and 2.7 Tcf of gas in the
Lower Cretaceous Chela sandstone. A
successful outcome would be a signif-
icant boost to Congo-Brazzaville’s re-
serves and economy.

Well #1, Block 2913B (Namibia):
Chevron plans to start its exploration

in Block 2913B, Namibia, targeting
multiple Cretaceous intervals. The well,
north of TotalEnergies’ Venus discovery,
is part of a broader campaign to drill up
to 10 wells, depending on initial results.

Well #1, Block 30 (Angola):
ExxonMobil and Sonangol will explore
the Namibe Basin in Angola, extend-
ing activities in blocks 44 and 45. With
a $200 million investment in seismic
studies and drilling, exploration is set to
begin following a 12-month campaign
extension.




Exploration spending

Africa’s oil and gas exploration land-
scape is experiencing a significant re-
vival, marked by an upward trend in
spending that has been gradually in-
creasing since the pandemic-induced
lows. The resurgence is led by North
and West Africa, with substantial con-
tributions from Egypt, Algeria, Angola,
and Nigeria. These regions are key
players in driving exploration invest-
ments, particularly with major discov-
eries in Namibia’s Orange Basin by
TotalEnergies and Shell. Namibia’s
exploration activities have garnered
global attention, especially with To-
talEnergies’ Venus and Shell’'s Graff
finds, followed by further investments
from Galp Energia, Chevron, BP, and
Eni. Looking ahead, Africa’s explora-
tion spending is anticipated to sur-
pass $6 billion in 2024, returning to

Africa explorafion spending by region and operating segment, (Billion USD)

pre-pandemic levels. This increase is
largely attributed to West Africa, where
there has been a surge in spending in
countries like Cote d’lvoire, with nota-
ble offshore drilling by Eni and Foxtrot
International. North Africa continues
to be a significant focus, particularly in
the Nile Delta offshore Egypt, where
major oil companies like Shell, Eni, BP,
and Chevron are ramping up efforts
to discover new gas reserves. In East
Africa, exploration activities are being
spearheaded by Invictus Energy in
Zimbabwe and planned well drilling
in Uganda. Meanwhile, South Africa
is witnessing substantial investment
from TotalEnergies in the ultra-deep
waters of the Orange Basin, where the
company holds three active licenses
and has secured environmental ap-
proval for further drilling. Shell also
plans to explore this region, aiming to

Africa industry review

build on the successes of its Namibian
block discoveries. Namibia remains
a hotbed of activity, with exploration
spending expected to exceed $1.5 bil-
lion. Companies like Chevron, BP, and
Eni are poised to continue explora-
tion in the Orange Basin through joint
ventures and partnerships. Onshore,
Reconnaissance Energy is launching
a frontier drilling campaign in the Ka-
vango Basin, targeting new prospects.

This surge in exploration spending
across Africa underscores the con-
tinent’'s potential to become a major
energy hub. With ongoing investments
and ambitious drilling campaigns, Afri-
ca is set to significantly enhance its oil
and gas output, attract further interna-
tional investment, and strengthen its
position in the global energy market.
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Upcoming licensing rounds

2024-25 could still see some under-explored acreage offered across the continent

Algeria — 2023 Bid Round
To be opened in 2024

10 blocks offered -

Senegal — 2023 Licensing Round

Opened in 2022
> _

Guinea — 2023 Licensing Round /
To be opened in 2024
22 blocks offered

Angola - 2023 Limited Public Tender

Opened in 2023
13 blocks offered

Source: Rystad Energy UCube Exploration;
Rystad Energy research and analysis

Sub-Saharan Africa is positioning itself
as a vital player in the global oil and
gas industry, with many new licensing
rounds planned between 2024 and
2025. This wave of exploration is seen
across the continent, with countries like
Nigeria, Zanzibar, Namibia, Uganda,
and others opening new blocks for de-
velopment. These efforts are part of a
broader strategy to unlock the region’s
untapped energy potential, attract in-
ternational investment, and stimulate
economic growth. While last year saw a
33% decrease in total acreage awarded
compared to 2022—largely due to the
decline in awarded areas in Africa—the
number of blocks remained consistent.
This stability was driven by the increase
in smaller West African blocks. In the
year so far, 22 exploration licenses have
been awarded, covering 62,271 square
kilometers. East Africa saw eight blocks
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awarded, including five in Mozambique
and three in Somalia. West Africa saw
the most activity with 14 blocks award-
ed, including three in Angola and others
through direct negotiations in Angola
and Congo-Brazzaville. Over the past
five years, North Africa has led the con-
tinent in acreage awards, contributing
around 30% of the total, followed close-
ly by Southern and West Africa. Notably,
62% of African acreage awarded has
been in frontier or immature areas, with
deep and ultra-deep waters accounting
for the majority. Licensing activity has re-
bounded since the pandemic, particular-
ly in West Africa, where countries like the
Democratic Republic of Congo, Equato-
rial Guinea, and Sierra Leone have been
central to recent rounds. This year is ex-
pected to continue the momentum, with
several block awards anticipated across
the continent. East Africa has already
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~ Tanzania - Zanzibar 1% Licensing Round
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seen significant activity in Mozambique,
while Angola in West Africa has partially
awarded licenses through public ten-
ders. Additionally, Senegal and Guinea
are opening rounds for bidding, and
North Africa is also seeing two signifi-
cant lease rounds in Egypt.

Some of the notable rounds on the
cards in the continent include Nigeria’s
upcoming 2024 Offshore Licensing
Round with five blocks, and Tanzania’s
Zanzibar’s first Licensing Round offer-
ing eight blocks. In North Africa, Egypt
has opened two rounds in 2023, offer-
ing a total of 31 blocks. Guinea is set to
open 22 blocks in 2024, while Angola
has already launched a 2023 Limited
Public Tender with 13 blocks. Algeria
and Libya also have plans to initiate
the licensing round, towards the end of
this year or early next year.
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4.4 Major uptick in Africa’'s M&A activity

After a brief lull following the COVID-19
pandemic, M&A activity in Africa has re-
bounded sharply, with upstream M&A
deals reaching nearly $20.5 billion in
2022. This surge was largely fueled by
the $14.1 billion merger of BP and Eni’s
Angolan operations to form Azule En-
ergy. However, in 2023, the M&A deal
value dipped to around $7.2 billion. But
in the first half of 2024, upstream M&A
activity has already surpassed the total
deal value for 2023, with deals total-
ing approximately $12.7 billion by July
2024—a staggering 76% increase over
the previous year. This uptick is driven
by accelerated portfolio high-grading
initiatives by international oil companies
(IOCs) and global majors, buoyed by sta-
ble yet elevated commodity prices.

Leading the charge in 2024 are major
players like Shell, BP, Chevron, Galp, and
MedcoEnergi, who collectively account
for nearly $10.6 billion, or 83%, of the to-
tal deal value announced this year. Key
transactions include Shell’s $2.6 billion
sale of its stake in SPDC Nigeria to the
Reconnaissance consortium, BP’s joint

venture with ADNOC to develop Egyp-
tian gas assets, Galp Energia’s sale of a
10% stake in Mozambique’s Area 4 LNG
to ADNOC for $650 million, and Medco-
Energi’s sale of its Libyan assets to the
Libyan NOC. These moves align with
a broader trend of foreign companies
streamlining their portfolios and reduc-
ing exposure to mature, emission-inten-
sive African assets. The share of divest-
ments by majors and I0Cs in total African
upstream M&A activity has risen from
around 85% in 2019-2021 to approxi-
mately 94% in 2022-2024. Conversely,
acquisitions have dropped from 72% in
2019-2021to about 39% in 2022-2024.

Another significant theme in Africa is the
growing interest of Asian and Middle
Eastern national oil companies (NOCs)
in the continent. This year has seen AD-
NOC entering the North African market
through a joint venture with BP in Egypt
and acquiring a 10% stake in Mozam-
bique’s Area 4 LNG from Galp Energia.
Regionally, West Africa has dominated
M&A activities in Africa in terms of deal
value, followed by North Africa.

Annual deal value by country 2019-2024 (Billion USD)

An emerging trend is the increasing role
of regional players and independent na-
tional oil companies (INOCs) in African
M&A. Global independents, majors, and
integrated players have reduced their ex-
posure to mature, non-core assets, sell-
ing off over 22 billion barrels of oil equiv-
alent (boe) since 2019—accounting for
nearly 84% of all traded resources. Mean-
while, they have acquired approximately
15 billion boe in hotspots like Namibia,
Angola, and Mozambique. These divest-
ments have fueled growth for regional
players and Middle Eastern NOCs like
ADNOC, QatarEnergy, and ENOC, who
are actively expanding globally. Asian
NOC:s, including Petronas and CNOOC,
have also bolstered their presence in
Angola and Gabon by acquiring assets
from TotalEnergies and Shell, respec-
tively. Notable transactions include AD-
NOC'’s acquisition of Galp’s 10% stake in
the Area 4 LNG project in Mozambique,
a joint venture with BP in Egypt, Dragon
Oil's acquisition of BP’s oil concessions in
Egypt, and QatarEnergy’s multiple acqui-
sitions of licenses in Namibia, Kenya, and
South Africa from major companies.
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In countries like Angola and Nigeria,
where NOCs and majors have tradi-
tionally dominated, there is now a no-
ticeable shift as majors such as Shell,
Eni, ExxonMobil, and Equinor divest
their assets to regional players like
Renaissance, TNOG, Seplat, Oando,
and Chappal. This shift could result in
regional players holding about 30%
of equity production in Nigeria going
forward. Similarly, in Angola, region-
al players like Afentra, Etu Energies,
and Tende Energy are expected to
grow in prominence as majors divest
their portfolios. The Angolan govern-
ment is also incentivizing these re-
gional players, with Afentra receiving
tax incentives and increased cost re-
covery, alongside a reduction in the
government’s share of profit oil from
70% to 60%.

With approximately $16 billion worth
of assets holding over 3 billion bar-
rels of oil equivalent (boe) resources
currently on the market, African up-
stream M&A activity is expected to
remain robust, with some potential
challenges from government inter-
ventions.

Nigeria, Equatorial Guinea, Cote d’lvo-
ire, Angola, and Egypt are expected
to lead this activity, accounting for
nearly 91% of the overall 2P reserves
currently on the market. These assets
are laid on market by majors and |OCs
including TotalEnergies, Chevron, Eni
and Petronas as a port of their portfo-
lio rationalization initiatives. Regional
independents with growth ambitions,
looking to capitalize on the favorable
oil and gas environment, could target

these assets due to the near-term
production growth potential and im-
mediate cash flow additions.

Recent exploration successes in
the Orange Basin could also attract
major interest from oil majors and
global I0OCs, aiming to replicate Exx-
onMobil’'s success in Guyana. Cur-
rently, Galp Energy is looking to di-
vest 40% of its stake in license PEL
83, de-risking the development of
the Mopane discovery, which is esti-
mated to hold at least 10 billion boe
of resources. This potential sale has
already attracted interest from com-
panies like ExxonMobil, Shell, To-
talEnergies, Chevron, Equinor, Azule
Energy, Woodside, and Petrobras,
reportedly emerging as potential
buyers for the stake.

Traded resour'ces1 by most active company segments in Africa in terms of M&As (2019-2024
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Potential transaction size for upstream assets on market in Africa (Billion USD)
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5 AFRICA- THEMATIC

5.1 Status of commercialisation of

flared gas

Gas flaring, the burning of natural gas as-
sociated with oil extraction, has long been
a significant environmental and econom-
ic issue in Africa. Despite the continent’s
vast energy needs, billions of cubic me-
ters of gas are flared annually, contribut-
ing to greenhouse gas emissions and lost
revenue. Recently, however, there has
been a concerted effort across Africa to
reduce gas flaring and commercialize this

Gas flaring poses a major
concern on emissions but also
provides an opportunity to
capitalize the lost revenue

Deepwater exploration is
gaining traction with significant
discoveries made recently in
Namibia, Céte d’lvoire, and
South Africa

North Africa plays a crucial role
in supplying gas to Europe,
especially after the Ukraine
conflict

Majors dominate Africa’s energy
production and exploration,
especially in North and West
Africa

More emphasis is being given on
ways to commercialize the flared
gas

gas, turning what was once waste into
economic opportunity.

The Scale of the Problem

Africa accounts for a substantial portion
of the world’s gas flaring. In countries like
Nigeria, Angola, Algeria, and Libya, flaring
has been a common practice for decades
due to a lack of infrastructure, regulatory
enforcement, and market opportunities

for the associated gas. According to the
World Bank, Nigeria alone flares over 7
billion cubic meters of gas annually, mak-
ing it one of the top flaring countries glob-

ally.

The gas flared in Africa could be used for
power generation, industrial activities, or
as feedstock for petrochemicals, helping
to address energy poverty.

Efforts to Reduce Gas Flaring
1 Regulatory Reforms and Enforcement

. Several African countries have introduced regulatory measures to curb gas
flaring. Nigeria, for example, has enacted the Flare Gas (Prevention of Waste
and Pollution) Regulations 2018, which imposes penalties on companies that
continue flaring and encourages the commercialization of flared gas through
a competitive bidding process for flare gas-to-power projects.

- Angola, another major oil producer, has also tightened regulations on gas flar-
ing. The country’s government has set ambitious targets to eliminate routine
flaring by 2030, aligning with the World Bank’s Zero Routine Flaring Initiative.

2  Infrastructure Development

. One of the biggest challenges to reducing flaring is the lack of infrastruc-
ture to capture, transport, and process associated gas. To address this, Af-
rican countries are investing in gas gathering and processing facilities.

. In Nigeria, the government and private sector are investing in gas pipelines
and processing plants, such as the Escravos Gas Project and the West Af-
rican Gas Pipeline, which help to transport gas from flaring sites to areas
where it can be used for power generation or other industrial purposes.

« Angola has also developed infrastructure through projects like the Angola
LNG (Liquefied Natural Gas) plant, which processes gas that would otherwise
be flared and exports it to international markets.
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3  Public-Private Partnerships

. Public-private partnerships (PPPs) have been crucial
in driving the commercialization of flared gas. For in-
stance, Nigeria’s Gas Flare Commercialisation Pro-
gramme (NGFCP) is designed to attract private sector
investment in flare gas utilization projects. Under this
program, companies can bid for the rights to cap-
ture and utilize gas that would otherwise be flared.

« In Algeria, Sonatrach, the state-owned oil company, is
working with international partners to reduce flaring by
enhancing gas processing capacity and investing in new
technologies.

Challenges to Commercialization

Despite progress, several challenges remain in the commer-
cialization of flared gas in Africa:

+ Investment Requirements: The infrastructure need-
ed to capture and process associated gas is capi-
tal-intensive. Many African countries face difficulties in
attracting the necessary investment, particularly in re-
gions where the business environment is seen as risky.

« Regulatory and Policy Gaps: While regulations have im-
proved, enforcement remains inconsistent in some coun-
tries.Lackoftransparency,andweakgovernancecanhinder
the effective implementation of flaring reduction initiatives.

« Market Access and Pricing: The commercialization
of flared gas is also dependent on the development of
domestic and regional markets for gas. In many African
countries, the demand for gas is still relatively low, and
pricing structures are not always conducive to attracting
investment.

Africa thematic

4. Technological Innovations

- Technological advancements are playing a criti-
cal role in reducing gas flaring. Technologies like
gas-to-liquids (GTL) and small-scale LNG plants en-
able the conversion of flared gas into liquid fuels or
LNG, which can be transported and sold more easily.

- Several African countries are exploring the use of mo-
bile and modular technologies that can be deployed at
remote oil fields to capture and process associated gas
without the need for extensive infrastructure.

The commercialization of flared gas in Africa is gaining mo-
mentum, driven by a combination of regulatory reforms, in-
frastructure development, public-private partnerships, and
technological innovations. While significant challenges re-
main, the potential benefits in terms of economic develop-
ment, environmental protection, and energy security make
this a critical area of focus for African countries. As efforts
continue, the successful reduction and commercialization of
flared gas could serve as a model for other regions grappling
with similar challenges, transforming a long-standing prob-
lem into a source of growth and sustainability.
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5.2 Importance of deepwater play in Africa

Deepwater is set to continue playing a
key role in Africa’s exploration and pro-
duction sector. The importance of the
deepwater segment has seen renewed
interest in Africa, specially after the suc-
cess seen in Namibia and Cote d’ Ivorie.
Some of the important offshore discover-
ies on the continent in the last few years
include, Brulpadda and Luiperd in South
Africa in 2019 and 2020, respective-
ly, Baleine in Cote d’lvoire in 2021, and
recent successes in Namibia, including
Venus and Graff in 2022 and Jonker in
2023 and now Mopane in 2024.

As these monumental finds stack up, the
critical question is how swiftly they can
be brought to production. Namibia, riding
a wave of discovery, is also revisiting its
legacy finds. Kudu being the legacy field
and is being planned as a gas to power
project, now BW energy along with NAM-
COR is redoing seismic to reassess what
the blck may hold. The collective dis-
coveries in Namibia boast an impressive
2.8 billion barrels of oil equivalent (boe).

Namibia’s and Cote d'lvoire's continued success inspiring new frontier plays

Sierra Leone, Liberia, Sao
Tome and Principe
Frontier deepwater

exploration being planned
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Venus, Graff, Jonker, Mopane, Kudu

Following the Orange Basin’s success in
Namibia, operators are turning their atten-
tion to the largely untapped South African
side, which holds promise with discover-
ies like Brulpadda and Luiperd, estimated
at around 700 million boe. However, with
TotalEnergies’ recent exit, the timeline for
developing these fields could face delays.

Meanwhile, Céte d’lvoire has emerged
as a major player in the exploration
scene, thanks largely to Eni's Baleine
and Calao discoveries, which togeth-
er could hold up to 1.5 billion boe. The
Baleine discovery was transformative,
reversing a trend of relinquishments and
putting the country back in the spotlight.
Since then, licensing activity has surged,
with few relinquishments. Eni’'s continued
success with Calao in March 2024, the
second-largest oil find in Céte d’lvoire,
has only fueled further interest, attracting
players like Murphy Oil, Vaalco, and Shell.
As Eni gains more success on its explora-
tion journey through the Calao discovery,
it fuelled the growing interest in the coun-

N

Cote d’Ivorie
Baleine, Calao
1,300+

Namibia

3,700+
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South Africa
Brulpadda, Luiperd

try as other players such as Murphy Oil
bagged 7 PSCs in February 2023, Vaal-
co acquired Svenska Petroleum in the
producing Baobab field in Cl40 license,
Shell’s recent interest in securing blocks
Cl-602,603,707 and ultimately Eni’s fur-
ther interest for the deepwater play as
they aim for blocks CI-504,526,706,708.

Inthe nearto medium term, new countries
are also targeting deepwater opportuni-
ties. Liberia is gearing up for a licensing
round, with ExxonMobil already eyeing
potential blocks. Sdo Tomé and Princi-
pe is gaining traction too, with Petrobras
recently acquiring three blocks, marking
its return to the African market. Sierra Le-
one is also on the radar, with plans for a
licensing round where ExxonMobil, draw-
ing parallels to its success in Guyana, is
likely to play a key role.

Africa’s deepwater prospects are vast
and dynamic, with significant efforts
underway to unlock the continent’s off-
shore potential.
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5.3 North Africa’s proximity to Europe and the LNG play

North Africa, long recognized for its
abundant energy resources, has be-
come a focal point in the global en-
ergy landscape, especially following
the disruptions caused by the war
in Ukraine. This region is home to
numerous International Oil Compa-
nies, including nearly all the majors.
The increasing interest from Europe
and global IOCs in North Africa un-
derscores the region’s strategic im-
portance, particularly in the context
of natural gas, as European nations

seek to diversify their energy sourc-
es and reduce their dependence on
Russian gas.

North Africa is blessed with a
well-balanced mix of oil and natural
gas, which appeals to different seg-
ments of the energy market. How-
ever, it is the gas sector that has
garnered the most attention, partic-
ularly as European countries look to
replace Russian supplies in the wake
of geopolitical tensions. The region

North Africa’s gas infrastructure

is a significant contributor to Africa’s
gas production, accounting for ap-
proximately 70% of the continent’s
output. This dominant position in the
African gas market gives North Africa
a strategic advantage in global ener-
gy markets.

When the EU decided to cut ties
with Russian gas after Russia invad-
ed Ukraine, the spotlight shifted dra-
matically to Africa as a potential key
player in addressing Europe’s energy
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crisis. Surprisingly, while many ex-
pected sub-Saharan Africa to take
center stage owing to its liquefied
natural gas (LNG) potential, North
Africa emerged as the unexpect-
ed hero. With a flurry of deals and
heightened activity from European
investors, North Africa quickly gained
prominence, with Algeria becoming a
key supplier to Europe. Boasting the
largest gas reserves in the region,
Algeria has ramped up its exports to
meet Europe’s soaring demand, es-
pecially benefiting its steadfast ally,
Italy.

Countries such as Algeria, with its
stable gas balances, are particular-
ly well-positioned to increase their
exports. Algeria has long been a re-
liable supplier of natural gas to Eu-
rope, and its existing infrastructure,
including pipelines that directly con-
nect it to southern Europe, provides
a solid foundation for expanding its
role as a key energy partner to the
European Union (EU). This existing
infrastructure, coupled with new dis-
coveries and the potential to boost
production, makes North Africa an
attractive region for I0Cs looking to
capitalize on the shifting energy dy-
namics.

International Oil Companies have
recognized the potential of North Af-
rica, and their continued interest is
evident in the numerous deals, Mem-
orandums of Understanding (MOUs),
and licensing rounds that are active-
ly being pursued within the region.
Companies like Eni, BP, TotalEner-
gies, and others have been at the
forefront of exploring and developing
North Africa’s vast energy resources
both on the oil and gas side. These
IOCs are not only focused on extract-
ing oil and gas but are also investing
in the infrastructure necessary to ex-

port these resources to global mar-
kets, particularly Europe.

One of the key factors that make
North Africa particularly intriguing for
these IOCs is the presence of exist-
ing but underutilized infrastructure.
This infrastructure, which includes
pipelines, liquefaction plants, and
export terminals, can be leveraged
to increase export volumes quickly.
Furthermore, it opens up opportuni-
ties for intra-regional collaborations,
particularly within the East Mediter-
ranean. For instance, countries like
Cyprus, which have significant gas
reserves but lack the infrastructure
to bring them to market quickly, can
utilize North Africa’s infrastructure to
fast-track their developments. This
not only benefits Cyprus but also
strengthens North Africa’s position
as a regional energy hub. This is par-
ticularly true for countries like Egypt,
which already has LNG terminals but
due to the declining output and in-
creasing domestic demand, remains
highly underutilised.

North Africa’s geographic proxim-
ity to Europe is a crucial factor that
enhances its strategic importance
in the global energy landscape. The
short distance across the Mediterra-
nean Sea ensures direct and efficient
connections between North African
producers and European consumers.
This proximity minimizes transporta-
tion costs, making North African gas
more competitive compared to sup-
plies from other regions.

Moreover, the direct pipelines
connecting Algeria and Libya to
southern Europe provide a re-
liable and secure supply route,
reducing the risk of geopolitical
disruptions that could affect other
supply chains.
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In addition to pipelines, North Africa’s
proximity also facilitates the trans-
portation of liquefied natural gas to
European markets. LNG plays a crit-
ical role in Europe’s energy strategy,
particularly as the continent seeks to
diversify its energy sources. North Af-
rican countries like Egypt and Algeria
are key players in the LNG market,
with significant liquefaction capacity
and export volumes. The ability to
quickly and efficiently transport LNG
to Europe gives North Africa a com-
petitive edge, particularly in times of
high demand or supply disruptions
from other regions. On one side
where the Egypt's LNG exports have
completely halted, the LNG exports
from Algeria is continuing to increase
and hence turning out to be a game
changer for the North Africa gas mar-
kets.

While North Africa’s energy poten-
tial is significant, the region also
faces challenges that need to be ad-
dressed to fully capitalize on its stra-
tegic advantages. Political instability
in some parts of the region, particu-
larly in Libya, poses risks to long-term
investment and the stability of ener-
gy supplies. Additionally, regulatory
and fiscal challenges can impact the
attractiveness of the region for IOCs.
However, with the right policies and
reforms, these challenges can be mit-
igated, creating an even more favor-
able environment for investment.
Opportunities for growth in North
Africa’s energy sector are vast. The
region has significant untapped re-
serves that, if developed, could sub-
stantially increase its production and
export capacity. Moreover, advance-
ments in technology and exploration
techniques are likely to lead to new
discoveries, further boosting North
Africa’s role as a key supplier of natu-
ral gas to Europe and beyond.




5.4 The role of majors in Africa

Global oil and gas majors have en-
trenched themselves deeply in Afri-
ca’s energy landscape, holding a sig-
nificant 25% share of the continent’s
equity production. Their influence is
particularly pronounced in North Afri-
ca, where they command 50% of this
share, followed closely by West Africa
with 43%. But their involvement goes
beyond just production—they are
also spearheading exploration efforts
across the continent. This year alone,
majors are set to drill 13 high-impact
exploration wells, with about 62% of
this activity led by the major compa-
nies. This level of engagement un-

derscores the pivotal role these en-
ergy giants play in shaping Africa’s
energy future.

Majors have been leading at the fore-
front in Africa be in terms of involve-
ment in licensing rounds, high impact
drilling or new investments. Whether
it's dominating licensing rounds, driv-
ing high-impact drilling, or injecting
new investments, their presence is
critical. Africa’s vast and untapped
resources have led to significant dis-
coveries over the years, but unlocking
these resources requires substantial
investment and cutting-edge tech-

Majors equity production split by region
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nology—both of which the majors are
uniquely positioned to provide.

Africa is one such continent which is
home to all the majors. While West Af-
rica is a common focus for all of them,
BP, Shell, TotalEnergies, and Eni are
also active in North Africa. Additionally,
Southern and East Africa host opera-
tions by majors like Shell and TotalEn-
ergies.

All the big discoveries in Africa are
attributed to majors, and their involve-
ment is extremely essential to bring
about these discoveries to production.

Rystadtnergy
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Majors participation split by region
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5.5 International NOCs emerging as
key acquirers in Africa

As the majors have been rebalancing
their portfolios by exiting either their
mature or higher emission intensive
portfolios for new large-scale cost
competitive barrels, the changing
M&A landscape creates a special op-
portunity. While this is being chased
by some of the indigenous companies
and Independents in Africa, some of
the international national oil com-
panies (INOCs) have been showing
interest in the acreages. Such acqui-
sitions act as a key growth driver for
NOCs such as ADNOC, QatarEnergy
and ENOC, which are pursuing global
expansion. Additionally, Asian NOCs,

International NOCs show interest in Africa’s E&P space (deal count)
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including Petronas and CNOOC, have
also bulked up in Angola and Gabon,
acquiring assets from TotalEnergies
and Shell, respectively. Notable trans-
actions for Middle Eastern NOCs in-
clude ADNOC’s acquisition of Galp’s
10% stake in the Area 4 LNG project
in Mozambique, a JV in Egypt with
BP, Dragon QOil’'s acquisition of BP’s oil
concessions in Egypt, and QatarEner-
gy’s acquisitions of licenses in Namib-
ia, Kenya and South Africa from ma-
jors. Qatar Energy has also reaped the
benefits of acquiring exploration acre-
ages in Namibia, where significant dis-
coveries were made in recent years.

2021 2022

Africa thematic

With Namibia’s success, the deep-
water segment, especially in the At-
lantic margin has gained prominence
and countries such as Sierra Leone
and Sao Tome & Principe have also
gained prominence. Petrobras also
recently decided to acquire deepwa-
ter exploration acreages from Shell in
Sao Tome & Principe, proving the in-
terest being shown by other NOCs in
Africa. Apart from the deals that have
already happened, the South Lokichar
project in Kenya, where TotalEnergies
and Africa Oil Corp. exited, was also
rumored to being considered by some
Asian NOCs.

Rystadtnergy
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5.6 Fiscal competitiveness of various
African countries in the global context

Over the years, African nations have come
to recognize the crucial role that fiscal
reforms play in attracting and retaining
international oil companies. A few years
ago, Egypt made headlines by rolling out
a range of fiscal incentives aimed at re-
vitalizing its brownfield investments. This
strategic move saw companies like Trans-
Globe Energy (now acquired by VAALCO),
APA Corporation, and Pharos Energy sign-
ing landmark agreements. At a time when
liquid production was on the decline and
numerous cost pools were left unrecov-
ered due to fragmented licenses, Egypt's
consolidation of these licenses into a
single Production Sharing Contract (PSC)
significantly reinvigorated its hydrocarbon
sector, drawing increasing interest. Similar
Algeria also with their revised hydrocar-
bon law, gained a lot of prominence and
has attracted a lot of IOCs, with numerous
deals and MOUs being signed.

Following similar lines is Angola, which
has also actively been considering vari-
ous fiscal incentives- and the first one to
receive such benefits is Afentra- who re-
cently completed its acquisition of interest
in Block 3/05 and 3/05A. The cost recov-
ery was increased from 65% to 75% while

Breakeven oil price of different fiscal regimes on sample field (USD/bbl)
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the contractor’'s share of profit oil was
increased from 30% to 40%. The country
has also been allowing exploration costs
to be recovered from the production li-
censes in order to boost its upstream
investments. This comes at a time when
the country recently quit the OPEC orga-
nization as it aims to ramp-up its oil pro-
duction, which has seen a decline since
early 2010s.

In a similar vein, Nigeria has unveiled a
comprehensive package of tax incen-
tives to invigorate its oil and gas sector.
On March 6, 2024, President Bola Ahmed
Tinubu enacted the Oil and Gas Com-
panies (Tax Incentives, Exemption, Re-
mission, etc.) Order 2024, effective from
February 28, 2024. Among the highlights
of this new legislation is the introduction
of gas tax credits for non-associated gas
greenfield developments. Companies in-
volved in onshore and shallow-water proj-
ects with first gas production by January 1,
2029, can benefit from these credits. The
structure of the incentives includes up to
US$1.00 per thousand cubic feet or 30%
of the fiscal gas price, whichever is low-
er, for hydrocarbon liquids content up to
30 barrels per million standard cubic feet

Nigeria Senegal Namibia
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(SCF). For higher HCL content, the cred-
it is reduced to US$0.50 per thousand
cubic feet or 30% of the fiscal gas price.
These credits will be available for up to
10 years before transitioning to a gas tax
allowance, with specific rules on claiming
and carryforward. These reforms signal a
pivotal opportunity for Nigeria to harness
its gas resources amidst a global shift to-
ward cleaner energy. The forthcoming
implementation guidelines are expected
to enhance Nigeria’s position as a leading
global energy player and drive increased
sector investment.

On comparing the breakeven price of a
sample field using fiscal terms of various
countries with offshore oil developments,
it is quite evident that countries such as
Guyana and Namibia have managed to
keep their terms competitive in order to
extract various investors. This also proved
beneficial with the flurry of exploration in-
vestments that the IOCs eventually com-
mitted, leading to significant discoveries
in recent years. As companies now have
more competitive options for investments,
the legacy producers have also started
to recognize that fiscal incentives will be
needed in order to attract more invest-
ments in their respective countries.

Rystadtnergy
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6.1 Deal interventions in M&A

Although as discussed in the M&A sec-
tion, just in first half of 2024, upstream
M&A activity in Africa has already sur-
passed the total deal value recorded
for 2023, despite this surge in deals,

Deal interventions in M&A

Announced
date

Deal heading

Shell divests its stake in SPDC JV

16-Jan-24 in Nigeria to Renaissance
consortium
29-Nov-23 Equinor divests N.lgerlan assets
to Chappal Energies
Maurel & Prom acquires Gabon-
08-Aug-23 focused Assala Energy
Savannah Energy acquires
12-Dec-22 Petronas’ South Sudan portfolio
Seplat Energy to acquire MPNU,
A2 Nigeria assets from ExxonMobil
Savannah Energy to acquire
12-Dec-21 ExxonMobil’s upstream and
midstream portfolios in Chad
12-Dec-21 Savannah Energy to acquire

Petronas’ portfolios in Chad

SAVANNAH ENERGY GPmONAS

government interference continues
to play a key role in African M&A sec-
tor, and that is evident from the fact
that currently about $4 billion worth
of deals either stand cancelled or are

currently under review due to govern-
ment interference since December
2021. These deals along with the key
issues experienced are summarised in
the table below:

Traded

Deal Value

Deal status

\
REMAISSANCS

O

Announced
A — W
CHAPPz] 5 Announced
equINor
MAURELTEPROM ASSALA  cancelled
Under
SAVANNAH ENERGY 6PETHONAS review
Under
Seplat  ExonMobil  review
. Cancelled
savANNAH ENERGY - ExgonMobil
Cancelled

Source: Rystad Energy UCube; Rystad Energy M&A solution; Rystad Energy research and analysis

(usb
million)

Resources
(million
boe)*

Key Issues

Activist groups

2,400 785 protesting to cancel the
deal
Possibility of pre-

347* 77 emption rights being

exercised by partners
730 106 Government
intervention
1250 294 Government
intervention
1,283 451 Government
intervention
207 53 fiovernmtent
intervention
219 36 Government

intervention
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Key upstream deals under review or cancelled in 2021 till date:

Seplat’s moves for
ExxonMobil’s Nigerian assets

Seplat agreed on 25 February last
year to acquire ExxonMobil’s onshore
assets in Nigeria for $1.28 billion. The
deal included a 40% stake in four oil
mining licenses, more than 90 shal-
low-water and onshore platforms and
300 producing wells, together produc-
ing 95,000 barrels of oil equivalent
per day (boepd). The deal would have
increased Seplat’s proved plus prob-
able (2P) reserves by nearly 90% and
its production base by 46%. In March
2022, however, Nigeria National Pe-
troleum Corporation (NNPC) report-
edly exercised its right of first refusal,
implying that the Nigerian national oil
company (NOC) would be required to
match Seplat’s offer. A Nigerian court
also passed an interim injunction in
July 2022 prohibiting ExxonMobil from
selling its assets in the country. To add
more uncertainty to the deal comple-
tion, Nigerian President Muhammadu
Buhari — who was replaced Bola Tinu-
bu following the latter’s recent elec-
tion victory — approved the transac-
tion in August 2022, while retracting
this presidential approval shortly after
when NNPC clarified that the final ju-
risdiction to approve the deal lies
with the Nigerian Upstream Petroleum
Regulatory Commission (NUPRC), the
country’s upstream regulator. Recent-
ly, in June 2024, NNPC filed a motion
to discontinue its legal action against
several subsidiaries of Mobil Nigeria
and the NUPRC. The motion, filed on
June 11, 2024, in the High Court of the
Federal Capital Territory, Abuja, is part
of a broader effort to finalize a settle-
ment agreement for the divestment of
a 100% interest in Mobil Producing Ni-

geria Unlimited (MPNU) to Seplat En-
ergy Offshore Limited.

Shell Divesting its Stake in
SPDC JV in Nigeria to
Renaissance Consortium

Shell’s decision to divest its stake in
the Shell Petroleum Development
Company (SPDC) Joint Venture in Ni-
geria has faced significant challenges,
primarily due to government interven-
tion. The sale, involving a consortium
led by Nigeria’s Renaissance Capital,
was intended to transfer Shell’s 30%
stake in the onshore and shallow wa-
ter assets, marking a strategic exit
from the Niger Delta. However, the Ni-
gerian government, through the Nige-
rian National Petroleum Corporation
(NNPC), has raised concerns over the
transaction. NNPC, which holds a 55%
stake in the JV, has indicated its intent
to exercise its right of first refusal, as-
serting its strategic interest in the as-
sets. Furthermore, environmental and
community concerns have also led to
regulatory delays, with local stake-
holders and government agencies
emphasizing the need for the buyer
to address ongoing issues in the re-
gion before the deal can proceed.
This complex web of government in-
terests, environmental concerns, and
legal challenges has significantly de-
layed the transaction, adding layers of
uncertainty to the deal’s finalization.

Equinor Divests Nigerian
Assets to Chappal Energies

Equinor’s divestment of its Nigerian
assets to Chappal Energies highlights
the intricate balance of power in Ni-
geria’s oil and gas sector. The trans-
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action, involving Equinor's 20% stake
in several onshore and offshore fields,
was aimed at streamlining Equinor’s
global portfolio. However, the Nige-
rian government’s response to the
deal has been cautious. The NNPC, as
a key stakeholder in the assets, has
again indicated its intention to exer-
cise its right of first refusal, potential-
ly derailing Chappal Energies’ plans.
Additionally, regulatory hurdles have
emerged, with the Nigerian Upstream
Petroleum Regulatory Commission
(NUPRC) demanding extensive due
diligence on the buyer’s financial and
technical capacity to manage the as-
sets. This has prolonged the approval
process, with the government keen
to ensure that any new operator can
sustain production levels and main-
tain environmental standards. The
situation underscores the Nigerian
government’s active role in shaping
the outcomes of M&A activities in its
oil and gas sector, often leading to de-
lays and increased transaction costs.

Maurel & Prom Acquires
Gabon-Focused Assala
Energy

The acquisition of Assala Energy by
Maurel & Prom, a deal that consoli-
dates the latter’s position in Gabon’s
oil sector, has also seen significant
government involvement. The trans-
action, which involves Assala’s on-
shore oil assets in Gabon, was in-
tended to expand Maurel & Prom’s
production base and reserves in the
region. However, the Gabonese gov-
ernment has played a critical role in
shaping the deal’s outcome. The gov-
ernment, which holds a significant
interest in the assets through its na-




tional oil company, has imposed strin-
gent conditions on the transaction,
including requirements for increased
local content, environmental protec-
tion measures, and social investment
commitments. Additionally, the deal
has faced delays due to the govern-
ment’s insistence on renegotiating
certain terms of the existing produc-
tion-sharing agreements, reflecting
its desire to maximize revenues from
the country’s natural resources. These
interventions have extended the time-
line for the deal’s completion and in-
creased the cost and complexity of
the acquisition.

Savannah Energy Acquires
Petronas’ South Sudan
Portfolio

Savannah Energy’s acquisition of
Petronas’ South Sudan portfolio has
been a focal point of government in-
tervention in the region’s oil sector.
The deal, which involves Petronas’
stakes in several key oil blocks, is
part of Savannah’s strategy to ex-
pand its footprint in Africa. However,
the South Sudanese government has
been deeply involved in the transac-
tion, with the Ministry of Petroleum
exercising significant influence over
the approval process. The govern-
ment has imposed conditions on the
deal, including the requirement for
Savannah to invest in local infrastruc-
ture and contribute to social develop-
ment projects. Additionally, concerns
over the security situation in the re-
gion and the need for assurances on
the continuity of operations have fur-
ther complicated the transaction. The
government’s active role in shaping
the deal underscores the importance

of navigating political and regulatory
landscapes in M&A activities in South
Sudan, where government priorities
can significantly impact the success
of such transactions. Savannah has
now canceled its planned $1.25 bil-
lion acquisition of Petronas opera-
tions in South Sudan, with the parties
unable to complete the deal on the
originally agreed terms.

Savannah Energy to Acquire
ExxonMobil’s Upstream and
Midstream Portfolios in Chad

Savannah Energy’s move to acquire
ExxonMobil’s  upstream and mid-
stream portfolios in Chad has been
marked by significant government
interference, reflecting the complex-
ities of operating in the country’s
challenging political and regulatory
environment. The transaction, which
includes ExxonMobil’'s interests in
producing oil fields and a pipeline
network, is strategically important
for Savannah’s growth. However,
the Chadian government has raised
concerns over the deal, particular-
ly regarding the valuation of the as-
sets and the terms of the sale. The
government has also sought to re-
negotiate key aspects of the existing
contracts, including royalty payments
and local content requirements. Ad-
ditionally, there have been delays in
securing regulatory approvals, with
the government demanding more ex-
tensive due diligence on Savannah’s
operational and financial capabilities.
The situation highlights the risks as-
sociated with M&A in Chad, where
government intervention can signifi-
cantly alter the terms and timeline of
a transaction.

Above ground risks

Savannah Energy to Acquire
Petronas’ Portfolios in Chad

The acquisition of Petronas’ portfolios
in Chad by Savannah Energy is anoth-
er example of the challenges posed
by government intervention in M&A
activities in Africa. The deal, involving
Petronas’ stakes in several oil blocks,
is part of Savannah’s broader strategy
to build a diversified energy portfolio
across the continent. However, the
Chadian government has been active-
ly involved in the transaction, raising
concerns over the strategic implica-
tions of the sale. The government has
insisted on renegotiating key terms of
the contracts, including those related
to revenue sharing, local content, and
environmental obligations. Moreover,
there have been delays in obtaining
the necessary regulatory approvals,
with the government demanding ad-
ditional assurances regarding Savan-
nah’s long-term commitment to the
country’s oil sector. These interven-
tions have added layers of complex-
ity to the deal, reflecting the broader
challenges of executing M&A transac-
tions in Chad’s highly regulated and
politically sensitive environment.
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Above ground risks

6.2 Above ground risks

The African upstream oil and gas sec-
tor is pivotal to the continent’s econ-
omy, providing a significant source of
revenue, employment, and energy se-
curity. However, despite its enormous
potential, the sector is fraught with
above-ground risks that have long
hindered its development and growth.
These risks, which include political in-
stability, security challenges, regulato-
ry uncertainties, and financial issues,
create a complex operating environ-
ment that can severely impact produc-
tion, investment, and the long-term vi-
ability of projects.

Libya: Political Instability and
Frequent Shutdowns

Libya, home to one of Africa’s larg-
est oil reserves, is a prime example
of how political instability can disrupt
the upstream sector. Since the fall of
Muammar Gaddafi in 2011, Libya has
been plagued by civil war, rival gov-
ernments, and militia groups vying
for control of the country’s vast oil re-
sources. The National Oil Corporation,
which oversees Libya’s oil production,
has repeatedly struggled to maintain
consistent output due to these con-
flicts.

The most significant impact of Libya’s
political instability on its upstream
sector has been the frequent shut-
downs of oil fields and export termi-
nals. These shutdowns, often caused
by armed groups seeking to exert
influence or demand concessions,
have led to dramatic fluctuations in
Libya’s oil production. For instance, in
2020, Libya’s oil production dropped
to nearly zero for several months due
to a blockade imposed by eastern
factions. These disruptions not only
reduce Libya’s oil revenues but also

create uncertainty in global oil mar-
kets, as the country’s production lev-
els are highly unpredictable. Similar
disruptions were observed in 2022,
and now with the replacement of Cen-
tral Bank governor, Libya’s production
was once again disrupted this year in
August and September, dropping the
production to just 400 thousand bpd
in September. This episode marked
the first nationwide oil blockade un-
der NOC’s new chairman, Farhat Ben
Qaddara, an ally of Haftar, underscor-
ing the unpredictable and volatile na-
ture of Libya’s oil sector. Despite the
hopeful signs, however, the situation
in Libya remains fragile. Even when
key issues may appear resolved, new
uncertainties often arise without warn-
ing, keeping the country in a perpetu-
al state of unpredictability.

Moreover, the lack of a unified govern-
ment and the ongoing conflict make it
difficult for international oil companies
to operate in Libya. The risk of sudden
shutdowns, attacks on facilities, and
the absence of clear legal frameworks
deter investment and hinder the de-
velopment of new projects. As a re-
sult, Libya’s upstream sector remains
highly underdeveloped, despite its
vast potential.

Nigeria: Pipeline Vandalism
and Oil Theft

Nigeria, Africa’s largest oil produc-
er, faces significant challenges in the
form of pipeline vandalism and oil
theft. The Niger Delta, where most of
Nigeria’s oil is produced, is a region
marred by poverty, environmental
degradation, and militant activity. Over
the vyears, various militant groups
have targeted oil infrastructure as part
of their campaigns for greater control
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over the region’s resources and com-
pensation for environmental damage.

Pipeline vandalism is one of the most
pressing issues in Nigeria’s upstream
sector. These attacks not only lead
to significant financial losses but also
pose environmental hazards, further
fueling local grievances. In addition
to vandalism, Nigeria also suffers from
rampant oil theft, with an estimated
200,000 barrels of oil stolen daily,
with further loss due to production
shut-ins as the infrastructure suffers.

The impact of these above-ground
risks on Nigeria’s upstream sector is
profound. Production losses due to
pipeline attacks and theft are sub-
stantial, reducing the country’s oil
output and revenues. The constant
threat of violence and sabotage also
makes it difficult for IOCs to operate
efficiently, leading to increased se-
curity costs and reduced investment.
Furthermore, the environmental dam-
age caused by oil spills exacerbates
tensions between local communities
and oil companies, creating a cycle of
conflict and disruption.

Mozambique: Insurgency in
the Cabo Delgado Province

Mozambique, with its vast natural
gas reserves, has emerged as a key
player in the African upstream sector.
However, the country’s ambitions to
become a major LNG exporter have
been threatened by an ongoing insur-
gency in the Cabo Delgado province,
where many of its gas projects are
located. Since 2017, Islamist militants,
locally known as Al-Shabaab, have
waged a violent campaign against the
Mozambican government and civilians
in the region.




The insurgency has had a devastating
impact on Mozambique’s gas projects.
In 2021, TotalEnergies, one of the lead-
ing investors in Mozambique’s LNG
sector, was forced to suspend its $20
billion LNG project due to escalating
violence. This suspension not only
delayed the project but also raised
concerns about the security of invest-
ments in Mozambique. The ongoing
conflict has also displaced hundreds
of thousands of people, further desta-
bilizing the region and complicating
efforts to develop the gas sector.

The above-ground risk posed by the
insurgency has made Mozambique
a challenging environment for 10Cs.
The security situation in Cabo Del-
gado remains volatile, and without a
resolution to the conflict, the future of
Mozambique’s LNG projects remains
uncertain. This insecurity not only
threatens Mozambique’s economic
prospects but also undermines inves-
tor confidence, potentially delaying or
deterring future projects.

Sudan and South Sudan: War
and Conflict

Sudan and South Sudan, two coun-
tries with significant oil reserves,
have been mired in conflict for de-
cades. The secession of South Su-
dan from Sudan in 2011 was intended
to end years of civil war, but instead,
it sparked new conflicts over oil-rich
border regions and resource sharing.
Both countries rely heavily on oil reve-
nues, but ongoing conflicts and politi-
cal instability have severely hampered
their upstream sectors.

In South Sudan, the outbreak of civ-
il war in 2013 led to the shutdown of
several oil fields, reducing the coun-

try’s oil production by more than
half. The conflict, which has claimed
thousands of lives and displaced mil-
lions, has made it difficult for IOCs to
operate in the region. The constant
threat of violence, coupled with poor
infrastructure and logistical challeng-
es, has deterred investment and hin-
dered the development of the coun-
try’s oil resources.

In Sudan, political instability follow-
ing the ousting of President Omar
al-Bashir in 2019 has created uncer-
tainty in the oil sector. The transitional
government has struggled to maintain
control, and ongoing protests and
power struggles have made it diffi-
cult to implement reforms and attract
investment. The above-ground risks
in both Sudan and South Sudan have
significantly impacted their upstream
sectors, leading to reduced produc-
tion, lost revenues, and a lack of de-
velopment in new projects.

Egypt: Issues of Receivables

The country has a history of delayed
payments to I0OCs, particularly in the
wake of the 2011 revolution that led
to economic turmoil. These delayed
payments, or receivables, have been
a major concern for foreign investors
operating in Egypt’s upstream sector.

The issue of receivables has strained
relations between the Egyptian gov-
ernment and I0Cs, leading to reduced
investment and delays in project de-
velopment. While the government has
made efforts to address these issues,
including settling some of its debts,
the problem persists and continues
to impact the upstream sector. The
uncertainty surrounding payments
makes it difficult for IOCs to plan and

Above ground risks

invest in new projects, limiting the
growth of Egypt’s oil and gas industry.

Above-ground risks pose significant
challenges to the African upstream oil
and gas sector, impacting production,
investment, and the overall stability
of the industry. Political instability, se-
curity challenges, regulatory uncer-
tainties, and financial issues create
a complex and often unpredictable
operating environment for I0Cs and
local operators. Countries like Libya,
Nigeria, Mozambique, Sudan, South
Sudan, and Egypt serve as prime ex-
amples of how these risks can disrupt
the upstream sector, leading to lost
revenues, delayed projects, and a lack
of development in new resources. To
mitigate these risks and unlock the
full potential of the African upstream
sector, it is crucial for governments
to address the underlying causes
of instability, implement transparent
and investor-friendly regulations, and
foster a secure and stable operating
environment. By doing so, African
countries can attract the investment
needed to develop their vast oil and
gas resources, driving economic
growth and ensuring energy security
for the continent and beyond.

Apart from security challenges, Africa
also faces significant challenges due
to delays in government negotiations
and permit grants along with a lot of
opposition from environmental group
and activists. One of the primary chal-
lenges facing Africa’s upstream sector
is the delay in government negotia-
tions and the slow pace of granting
necessary permits. These delays can
stall project development, deter in-
vestment, and lead to increased costs
for companies operating in the region.
In Tunisia, for instance, the oil and gas
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sector has struggled with bureaucratic
inefficiencies and slow decision-mak-
ing processes. The country has faced
prolonged delays in negotiating new
contracts and granting exploration
permits. This sluggish pace has im-
pacted the attractiveness of Tunisia as
an investment destination, leading to
a lack of significant new investments
in its upstream sector.

Similarly, in Tanzania, the develop-
ment of its LNG projects has been
significantly hampered by delays in
finalizing the terms of PSCs. Despite
having substantial gas reserves and
an ambitious plan to become a major
LNG exporter, the Tanzanian govern-
ment has yet to finalize PSC terms with
international oil companies. These
delays in contract negotiations have
stalled progress on key projects, such
as the proposed LNG terminal in Lindi,
and have created uncertainty among
potential investors.

The combined effect of delayed ne-
gotiations, bureaucratic inefficiencies,

opposition from environmental groups,
and regulatory uncertainties has had a
profound impact on Africa’s upstream
sector. These issues contribute to in-
creased costs, project delays, and a
reluctance among IOCs to invest in
new projects. We also saw recently
TotalEnergies’ exit from South Africa,
where Brulpadda and Luiperd discov-
eries have been left undeveloped,
which otherwise could have helped
the country address its load-shedding
challenges. The operator exited the
country stating the development to bee
too challenging. Lack of favourable gas
prices has been one of the key issues
leading to this decision.

Prolonged negotiations and bureau-
cratic hurdles in countries like Tunisia
and Tanzania have slowed the devel-
opment of significant upstream proj-
ects. In Tunisia, the lack of progress in
negotiations has resulted in stagnation
in exploration and production activities,
limiting the country’s ability to attract
new investments. Similarly, in Tanzania,
the delays in PSC negotiations have

stalled the development of major LNG
projects, hindering the country’s poten-
tial to become a key player in the glob-
al LNG market.

The opposition from environmental
groups and activists has also had a tan-
gible impact on project development.
In Uganda, the delays and legal chal-
lenges faced by the EACOP project
highlight how environmental and social
concerns can complicate project time-
lines and increase costs.

To overcome these challenges and
unlock the full potential of Africa’s up-
stream sector, it is crucial for govern-
ments to address the underlying issues.
Streamlining bureaucratic processes,
improving regulatory clarity, and engag-
ing constructively with environmental
and community stakeholders can help
create a more favorable investment
climate. By addressing these above-
ground risks, African countries can en-
hance their attractiveness to investors,
foster the development of their oil and
gas resources, and drive economic
growth across the continent.
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7.1 Low demand levels despite abundant natural resources

Africa is home to abundant natural re-
sources and the second largest popula-
tion in the world by continent, yet it trails
others significantly in terms of total pow-
er supply and power consumption per
capita. South America, a continent with
comparable geographical conditions but
one-third the population, had a per cap-
ita power demand close to 2,300 kilo-
watt-hours (kWh) in 2023, compared to
around 418 kWh in Africa. This means that,
on average, a person in South America
consumes five times more electricity than
a person in Africa. The disparity is even
more pronounced when compared to Eu-
rope, where per capita power demand is
over 5,000 kWh.

Africa’s power demand lag behind other
regions due to a combination of factors
that include economic, infrastructural, and
policy challenges. While Africa houses
abundant natural resources and holds
significant potential for renewable en-
ergy, several barriers have inhibited the
development and expansion of its pow-
er sector in the past. Lower economic
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activity and low gross domestic product
(GDP) per capita in various African nations
directly impact the purchasing power of
consumers. High power prices relative to
income levels across the continent has
often led to power consumption being
curtailed to manage expenses. Limited
power demand from energy-intensive
appliances and services on a wider scale,
further weakens power consumption per
capita.

Rapid population growth and urbaniza-
tion in Africa has outpaced developments
within the power sector, placing additional
pressure on the existing power infrastruc-
ture and leading to gaps between supply
and demand. Shortcomings and the un-
reliable nature of the existing power in-
frastructure, coupled with frequent power
outages in various African nations, has
restricted the ability of consumers to con-
sume electricity effectively. Furthermore,
rural areas are underserved, with limited
electricity access pertaining to the high
costs associated with grid extensions to
remote locations. A significant number
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of African households rely on alternative
energy sources for cooking and heating,
such as biomass and kerosene, which
are less efficient than electricity. Limited
electricity access and slow pace of elec-
trification skews per capita consumption
figures and therefore influences the con-
tinent's power demand relative to other
regions.

Despite the abundant renewable energy
potential, the sector had initially faced hur-
dles such as high initial costs and techno-
logical barriers. However, the continent’s
power supply landscape continues to
evolve due to modern renewables such
as solar PV and onshore wind. Based
on the location of countries in relation to
the Sahara Desert, the African continent
can be broadly divided into two regions:
North Africa and sub-Saharan Africa.
Seven countries — Algeria, Egypt, Eritrea,
Libya, Morocco, Sudan and Tunisia which
are collectively referred to as North Afri-
ca — comprise the largest regional pow-
er market in Africa, accounting for nearly
40% the continent’s power demand.

Power demand split in Africa, 2024
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7.2 Half a billion Africans lack access to electricity

Of the 685 million people worldwide
living without access to electricity,
590 million (86%) live in Africa, where
access to electricity remains a distant
goal, particularly in rural areas where
connectivity is limited or non-existent.
In general, electrification has been hin-
dered by high grid connection costs,
low disposable income levels, poor
local distribution infrastructure and
sluggish power demand. The econom-
ic strain on consumers leads to lower
overall power consumption, as indi-
viduals and businesses may limit their
usage to reduce costs. This disparity
underscores the need for investment
and infrastructure development to
bridge the gap and improve living con-
ditions across the continent. Increasing
electricity access is crucial for boosting
economic opportunities and overall
quality of life in Africa.

The global number of people lacking
access to electricity has consistently
decreased, primarily due to the suc-
cessful rollout of new electricity con-

Access to electricity

Population without electricity access (in millions) by region
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nections in Asia, alluding to effective
policies and better access to financing.
Although progress in Asia has slowed
significantly since the pandemic, it
has proven more resilient than Africa.
Since 2010, nearly half a billion people
in Asia have gained access to electric-
ity, with 96% of the region having elec-
tricity access currently compared to
85% in 2010. This progress has been
particularly notable in India, Indone-
sia, and Bangladesh, where ambitious
government initiatives, such as India’s
Saubhagya scheme, expanding ac-
cess to over 99% of their populations
in recent years.

In Africa, the North African countries
typically enjoy high access rates of
over 90% and have been actively
pursuing strategies to enhance the
power sector while reducing reliance
on fossil fuels and enabling energy
transition. Conversely, many sub-Sa-
haran African (SSA) countries continue
to grapple with low electricity access,
with half the region’s population lack-
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Electricity access rate (%) in Africa

ing access to electricity. SSA has been
able to increase its electricity access
rates to 55% currently, from 38.3% in
2010, with nearly 570 million people
having lacked electricity access since
2010, as population growth outpaced
electrification efforts. Currently, fewer
than 20% of African countries have set
targets to achieve universal electricity
access by 2030.

Sub-Saharan African countries such as
Botswana, Gabon, Ghana, Kenya and
South Africa perform relatively better
with over 75% of the population hav-
ing access to electricity, while nearly
seven countries in the region have
electricity access rates less than 20%,
meaning only one of five people have
access to electricity in these countries.
In countries such as the Democratic
Republic of the Congo, Nigeria, and
Malawi, electrification has not kept up
with population growth. However, in
countries like Kenya and Mali, progress
in electrification has surpassed their
population growth.

RystadErasy
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7.3 A fossil-heavy power generation mix

Africa account for just 3.3% of the global
power generation. The continent’s pow-
er sector is largely reliant on domestic
resources of oil, gas, and coal, providing
a measure of energy security, while other
countries rely on imported fuels, making
them susceptible to fluctuations in inter-
national markets. Africa’s total power gen-
eration stands at over 980 terawatt hours
(TWh), with fossil fuels currently account
for nearly 72% of the overall power gen-
eration, while renewables hold a share of
over 27%. With a nameplate capacity of
1.94 gigawatts (GW), South Africa’s Koe-
berg nuclear power station is the Africa’s
only commercial nuclear power project
currently. The project located 30 km north
of Cape Town, generates about 4.2% of
South Africa’s electricity having been con-
nected to the grid since April 1984. The
40-year operating license for unit 1 was
set to expire in July 2024, however, the
National Nuclear Regulator of South Afri-
ca has approved a 20-year life extension
with South Africa’s power utility, Eskom
having requested for a 20-year extension
as part of a strategy to combat loadshed-

Power generation in Africa
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ding. The regulator is still considering the
application for a similar extension for unit
2 atthe power plant, which currently holds
a license valid until November 2025.

With nearly 300 GW in terms of overall ca-
pacity, Africa houses 55 GW of coal-fired
capacity, of which South Africa accounts
for 80%, while Morocco, Zimbabwe and
Botswana accounts for bulk of the re-
mainder. Over the last two decades, coal
has been used to produce nearly 40% of
the continent’s electricity. South Africa is
also home to Africa’s largest coal power
plants — 4.8 GW Medupi power plant in
Limpopo and 4.1 GW Kendal power plant
in Mpumalanga. A 4.8 GW Kusile power
plantis under development in Mpumalan-
ga as well, of which five units are currently
operational. Construction of unit 6 at the
Kusile power plant is progressing and is
expected to be synchronised to the grid
in November 2024.

Over the same period, gas-fired power
generation increased three-fold to nearly
400 TWh, mainly attributed to the efforts

Operational power generation assets in Africa

from hydrocarbon-rich Nigeria and North
African countries such as Algeria, Egypt,
Libya, Morocco, and Tunisia. With domes-
tic gas production having played a crucial
role driving the growth of gas-fired pow-
er generation, North Africa added nearly
76 GW of gas-fired capacity since 2000.
Some of the region’s largest gas-fired fa-
cilities are Egypt's New Capital, Burullus
and Beni Suef combined cycle facilities,
each of them boasting 4.8 GW each,
which are also some of the world’s larg-
est such facilities. Accounting for nearly
23% of Egypt’s overall installed capacity,
the three combined cycle power plants
were built simultaneously as Egypt en-
dured power availability issues over sev-
eral years. Gas accounts for nearly 75%
of North Africa’s power generation mix
and the region accounts for over 78%
of Africa’s gas-fired installed capacity,
which stands at about 120 GW. The re-
gion also dominates power generation
as compared to other sub-regions within
the continent — having tripled its overall
power generation since 2000, while the
Southern Africa sub-region has remained
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stable over the same period, with South
Africa being the major contributor.

While North Africa and Southern Africa
have fossil-heavy power mixes, East and
West Africa have a more balanced and
cleaner power generation mix. East and
West Africa enjoys abundance of renew-
able-based power generation (especially
from hydropower and geothermal) as the
regions house Africa’s major rivers and
river basins such as the Congo, Nile, Zam-
bezi, Senegal, Volta, Niger, Lake Chad,
Lake Turkana, Juba Shibeli and Ogooue.
Consequently, Africa is home to some of
the world’s largest dams. With nearly 44
GW installed throughout the continent,
hydropower has historically been the
largest renewable energy source to date,
contributing 19% to the continent’s overall
power generation mix and up to 90% in
countries such as Ethiopia and the Demo-
cratic Republic of Congo (DRC) where the
Nile and Congo rivers are used to run hy-
dropower facilities. East Africa accounts
for 45% of the continent’s hydro-based
installed capacity, while West Africa holds
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a share of over 36%. Countries such as
Ethiopia, Angola, Zambia, Tanzania, Nige-
ria and Egypt account for more than half
of Africa’s hydro-based power genera-
tion. Africa’s largest hydroelectric project,
the Grand Ethiopian Renaissance dam
(GERD) located on the Blue Nile River in
Ethiopia’s Benishangul-Gumuz  region
nears completion. The 5.2 GW hydro-
power plant currently has four turbines
of 375 megawatts (MW) each operation-
al, but once fully completed would boast
an annual generation of 15,760 GWh. The
project has also been the focus of diplo-
matic negotiations among the three Nile-
bound countries of Ethiopia, Egypt, and
Sudan, with the latter two nations pushing
for legally binding agreements ensuring
the equitable sharing of the Nile waters.
Other notable projects include Ethiopia’s
Gibe Il Dam (1870 MW), Zambia and Zim-
babwe’s Kariba Dam (1830 MW) and Gha-
na’'s Akosombo Dam (1020 MW).

East Africa is rich in geothermal-based

power generation, with Kenya dominat-
ing this space. The nation is the world’s
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seventh-largest producer of geothermal
energy, being located along the Great
Rift Valley — a series of connected geo-
graphic trenches spanning around 7,000
kilometres from Lebanon to Mozambique.
With an estimated 10 GW of potential,
geothermal is the country’s dominant
power generation source, although it re-
mains largely underutilized with an opera-
tional capacity of nearly 1 GW. The 1950s
witnessed the beginning of Kenya’s story
with geothermal energy and initial drill-
ing, which ultimately proved fruitless. The
United Nations Development Program
supported research through an invest-
ment in 1972, which facilitated the coun-
try’s first geothermal power plant. With
a 15 MW geothermal power generation
facility, the Olkaria plant started produc-
ing electricity in the 1980s. Kenya estab-
lished a state-owned development firm,
the Geothermal Development Company,
in 2008 to speed up developments con-
cerned with the country’s geothermal
resources, lowering the initial investment
risk and opening the country for further
foreign investment.
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7.4 Emergence of modern renewables

The continent is blessed with abundant
potential for solar, wind, bioenergy, geo-
thermal and hydropower. With high irra-
diance levels across much of the conti-
nent, Africa has huge potential for solar
PV, with nearly 80% of the region receiv-
ing more than 2 MWh per square meter
annually. Africa holds significant solar
PV and solar thermal potential of over 1
million terawatt hours per year and over
500,000 TWh/year respectively. In con-
trast, Africa currently generates over 35
TWh and 3.3 TWh from solar PV and so-
lar thermal respectively. Despite the im-
mense potential, Africa accounts for less
than 2% of the global solar-based power
generation.

Wind power also has significant scope
as a major power source for several
African nations. The continent currently
produces over 33 TWh of wind-based
power, while housing over 100,000 TWh/
year of technical wind power potential,
with most opportunity in the continent’s
northern, eastern and the southern-most
regions. For onshore wind, the West-
ern Sahara, Mauritania, Algeria, Chad,
Sudan, Egypt, Somalia, and South Afri-

ca offer the greatest potential while for
offshore wind, optimal conditions are
found off the coast of Somalia, Tanzania,
Madagascar, Mozambique, South Africa,
Namibia, Mauritania and Western Saha-
ra. The continent currently accounts for
just 1.4% of the global wind-based power
generation.

In terms of hydropower potential, Africa
has abundant opportunities to expand
generation in the central and eastern
parts of the continent, along the Nile and
Congo Rivers. Nearly 90% of the conti-
nent’s scope for hydropower is presently
untapped, despite a total technical hy-
dropower potential estimated at around
1,500 TWh/year. Achieving this target,
however, would require that significant
environmental and social challenges as-
sociated with water use are overcome
through intergovernmental co-operation
and cross-border grid integration. Easi-
er to finance and deploy are mini hydro
(01 MW to 1 MW in size) and small hydro
plants (1MW to 10 MW) plants which is be-
ing used to supply power to rural areas
and small-scale applications in sub-Sa-
haran Africa. Africa currently generates

Solar potential — Africa vs rest of the world
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over 6 TWh from geothermal and 5 TWh
from bioenergy, while holding significant
potential for both energy sources as well.
The continent currently holds over 6%
share in the global geothermal-based
power generation, while holding a the-
oretical potential to produce nearly 100
TWh/year from geothermal, especially
in the Great Rift Valley. Africa presently
generates negligible power from biofu-
els despite having the theoretical poten-
tial to produce over 2,000 TWh annually,
mostly in Central Africa.

Currently, nearly 80% of Africa’s solar
and wind-based capacity are installed
in North Africa, South Africa, Kenya,
Ethiopia, Angola and Senegal. South
Africa accounts for a major chunk Afri-
ca’s solar PV and wind capacity, with a
share of 41% and 34% respectively. Solar
PV and wind deployment grew by over
500% over the last decade in the conti-
nent, with solar PV growing from nearly
16 GW in 2014 to over 17 GW last year,
while wind grew from 2.4 GW to over 10
GW during the same period. South Africa
experienced an unprecedented surge in
solar PV installations amidst aggravated
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2000 W 21002200 W 2)00 - 2400
15001900 W 2000 - 2100 W 22002500 W » 2420




load-shedding last year, primarily driven
by commercial, industrial and residential
sectors. The country’s installed rooftop
solar PV capacity doubled in just the
space of a year, increasing to 5.2 GW in
December 2023, from 2.6 GW in Decem-
ber 2022. The growth can be attributed
loadshedding and a new rebate scheme
that ran from March 2023 to February
2024, for rooftop PV installations on
private homes that allows individuals
installing rooftop solar panels to claim
a 25% rebate for installation costs up to
$760, while a 125% rebate is offered to
businesses for all renewables projects,
without a threshold.

Africa is also home to some of the larg-
est solar PV installations globally, Egypt’s
Benban solar complex being one of
such large scale projects. Located in
the Aswan governorate, the complex is
made up of 41 separate solar PV facili-
ties, spread over 37.2 square kilometers.
In December 2023, Oslo-based Scatec
commissioned the 540 MW Kenhardt
solar-storage hybrid power plant in
South Africa’s Northern Cape province,
which is not only the biggest solar-stor-
age hybrid project in the continent, but
also one of the world’s largest solar-stor-

Africa power and renewables review

age projects. This notable project fea-
tures a battery storage capacity of 225
MW/1,140 MWh. Until the previous year,
Morocco housed the world’s largest
solar thermal power plant, the 510 MW
Noor Ouarzazate solar thermal complex.
Noor | and Noor Il utilizes CSP technol-
ogy and mobile 12-meter-tall parabolic
mirrors, while Noor lll adopts a solar tow-
er. The project was developed under the
build, own, operate and transfer (BOOT)
model by ACWA Power Ouarzazate, a
consortium consisting of ACWA Power,
the Moroccan Agency for Solar Energy
(Masen), Aries and TSK. Africa’s largest
wind power facilities are located in Egypt
as well, 580 MW Gabal El Zeit windfarm
and 545 MW Zaafarana wind farm. Com-
prised of 365 wind turbines (each with a
capacity of 850 kW), Kenya houses Af-
rica’s third largest wind power facility in
the Marsabit county.

From 2010 to 2020, the global weighted
average levelized cost of energy (LCOE)
or solar PV fell by 85% compared to on-
shore wind which reduced by 56%. In
Africa, the LCOE for onshore wind and
solar PV ranges from $30-$80 per MWh,
compared to coal which ranges from
$80-$150 per MWh and combined cycle

Annual average wind speed (m/s) at 100m above sea level
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gas power plants ranging from $50-100
per MWh. Gas peaking plants exhibit a
higher range of $100-200 per MWh as
peaking plants are used to balance the
grid and generally run only when there
is high power demand leading to low-ca-
pacity factors, while combined-cycle
gas power plants can be used to meet
both baseload and peak power demand.
Continuous improvements in solar and
wind technology are set to improve per-
formance and further drive down installa-
tion, operation and maintenance (O&M)
costs. Overall costs can also be reduced
by setting up regional manufacturing
hubs, which would not only create local-
ized economies of scale but also reduce
transportation costs.

With over 13 GW of utility-scale solar
PV and wind projects under construc-
tion, modern renewables are expected
to surge further in Africa. South Africa,
Egypt, Morocco, Ethiopia, Algeria and
Ghana account for over 75% of this ca-
pacity under construction. The continent
has about 500 GW of capacity in con-
cept phase, majority of which are solar
and wind capacity, with North Africa and
South Africa accounting for over 80% of
this capacity, bulk of which are hydrogen

£4%
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electrolysers and associated feedstocks
(solar and wind power plants) which are
part of all the announced green hy-
drogen projects in the continent. As a
result, countries such as Egypt, Moroc-
co, Mauritania and South Africa can be
seen dominating the pipeline capacity
of solar PV and wind. These countries
also dominate in the short term, with
all the solar and wind projects catering
to direct-use rather than for producing
green hydrogen, with majority of the
green hydrogen projects currently ex-

hibiting a sluggish development pace.

One of the largest solar PV projects un-
der development include Algeria’s 2000
scheme, with facilities having been towards
the end of last year. Chinese firms emerged
as dominant players in the 2 GW auction,
securing contracts for nine out of the fif-
teen projects, totalling 141 GW. Regarding
onshore wind, ACWA Power is developing
a 11 GW project which will be in Suez Gulf
and Gabal El Zeit province near Ras Gharib
city. Set to be delivered in 2025, the 500

Renewables in Africa (G-igawatts) — Operational

Operational renewable assets, Africa

MW Gulf of Suez Wind Farm will also be
one of Africa’s largest wind farms. The proj-
ect is managed by Red Sea Wind Energy,
which is owned by a consortium that in-
cludes ENGIE, Orascom Construction, Toy-
ota Tsusho Corporation, and Eurus Energy
Holdings Corporation. Meanwhile, South
Africa paves it way to add more renewable
capacity through the ongoing bid window
7 of Renewable Energy Independent Pow-
er Producers Procurement Programme
(REIPPPP), encompassing 3.2 GW of on-
shore wind and 1.8 GW of solar PV.

Source: Rystad Energy PowerCube; Rystad Energy research and analysis

Renewables in Africa (Grigawatts) — In pipeline

Renewable assets in pipeline, Africa

Source: Rystad Energy PowerCube
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7.5 Role of gas-to-power and energy storage mechanisms

With the continent’'s power genera-
tion mix currently being dominated
by fossil fuels, various nations are
increasingly favouring gas-to-pow-
er driven by a series of recent gas
discoveries along the African coast,
in addition to the versatility that gas
can offer in Africa’s energy transition.
As the share of renewables continue
to grow, the need for flexible energy
sources will also rise to supply power
when solar PV and onshore wind are
not available. For instance, gas tur-
bines are effective ways of providing
flexibility with their fast ramp-up rates
and relatively low costs, whereas bat-
tery storage remains an expensive
and a nascent technology in many
African nations. Complementing the
surge in renewables, gas holds po-
tential as the transitional fuel, to pro-
vide consistency and affordability of
power supply that has long been a
challenge for the continent.

In addition, gas is more cost-ef-
fective and efficient compared to

coal-based power, which current-
ly constitutes 24% of Africa’s pow-
er generation. As the gas-to-power
sector, which already holds a 42%
share of the continental power mix,
continues to expand, the financial
and investment constraints on coal
have intensified. Consequently, nat-
ural gas is increasingly viewed as a
crucial step towards a low-carbon
future. Transitioning from coal to gas
could significantly reduce the carbon
footprint, as demonstrated in the US
and Europe. Significantly, aging coal
power plants can also be retrofitted
to accommodate closed-cycle gas
turbines, a practice demonstrated by
the conversion of 103 coal plants to
gas between 201 and 2019, in the
US. This approach offers the dual ad-
vantages of improved cost efficiency
and reduced carbon emissions.

Nigeria and Libya alone account for
40% of Africa’s gas-to-power capac-
ity in pipeline. Some key projects
under construction include Nigeria’s

1.35GW Gwagwalada Independent
Power Plant Project (GIPP), with the
first phase of 350 MW underway. The
construction of this phase will be un-
dertaken by China Machinery Engi-
neering Corporation (CMEC) in part-
nership with the Nigerian National
Petroleum Corporation (NNPC), with
GE serving as the original equipment
manufacturer.  Another significant
project under construction is Libya’s
1.4 GW Tripoli West power station,
where Korea’s Hyundai is developing
the project. Algeria, South Africa, Mo-
rocco, South Africa, Mozambique and
Angola are other key contributors to
the pipeline capacity accounting for
another 40%. Alongside launching
request for proposals (RfPs) for the
development of 3.2 GW of wind and
1.8 GW of solar PV, as part of South
Africa’s REIPPPP program, South Afri-
ca’s Department of Mineral Resourc-
es and Energy (DMRE) also launched
RfPs for 2 GW of gas-to-power and
615 MW/2,460 MWh of battery stor-
age.
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Battery energy storage has been
on the rise recently, especially with
South Africa using this solution to
address the power crisis. Batter-
ies along with gas-to-power will be
crucial for managing the intermit-
tency of renewable energy sources
by storing and dispatching power
when needed. Consequently, many
solar PV and onshore wind projects
are being developed with integrat-
ed battery storage. Secondly, many
African regions face grid infrastruc-
ture challenges, including limited or
outdated infrastructure and strained
grid systems. However, it must be
noted that the LCOE and capital cost
associated with battery energy stor-
age projects is almost twice than that
for gas. South Africa is also one of
the leading countries when it comes

Gas-to-power, energy stbrage and hydrogen electrolysers in Africa (Gigawatts)

Gas-fired, energy storage and hydrogen electrolyser assets in pipeline, Africa

to battery storage facilities with over
250 MW operational, while holding
over 4 GW at different stages of de-
velopment. Morocco dominates the
pipeline battery storage capacity
due to Morocco-UK interconnector
project which features 11.5 GW of re-
newable capacity (7 GW of solar PV
and 4.5 GW of onshore wind), com-
bined with a 22.5 GWh/5 GW battery
storage facility in the Guelmim Oued
Noun region of Morocco. UK-based
Xlinks aims to develop this first-of-
a-kind project, which would feature
interconnector cables running from
Morocco to the UK with an overall
capacity of 3.6 GW.

Africa is also home to large, pumped
storage facilities with South Africa’s
Drakensburg, Palmiet and Ingula fa-

ey
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Source: Rystad Energy PowerCube

Source: Rystad Energy PowerCube
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cilities boasting a combined capacity
of over 2.7 GW. Morocco is home to
the 465 MW Afourer pumped stor-
age station, while the 350 MW Ab-
delmoumen and 300-400 MW El
Menzel pumped storage facilities are
under development. Egypt is mulling
the development of a 2 GW Attaga
pumped storage project in Suez.
Africa also houses over 150 GW of
hydrogen electrolyser projects, bulk
of which are in concept phase, with
North Africa accounting for over half
the capacity, followed by West Africa
(primarily Mauritania) with a share of
over 27%. Leading developers of the
green hydrogen projects in the con-
tinent include CWP Global, ACWA
Power and TE H2 (a joint venture
between TotalEnergies and EREN
Group).
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7.6 Nuclear in Africa (by the World Nuclear Association)

Nuclear energy is increasingly recog-
nized by the leaders of many African
countries as a key tool for providing
the abundant, clean, and reliable
power needed to alleviate pover-
ty, stimulate economic growth, and
prevent the worst consequences of
climate change. For almost 40 years
nuclear energy has provided about
50% of South Africa’s low-carbon
electricity, and Egypt is currently con-

7.6.1 Uranium production and exploration

Uranium has been mined commer-
cially in Africa since the 1950s, first in
South Africa (1951), then Niger (1971)
and then Namibia (1976).

Over nearly 30 years to 1980 South

Nuclear in Africa

Uranium production in Africa, 1945-2022
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structing its first nuclear plant. Of the
about 30 countries currently consid-
ering introducing nuclear power into
their energy mixes, one third are in
Africa. Egypt, Ghana, Kenya, Moroc-
co, Niger, Nigeria, Sudan and Ugan-
da are all working closely with the
International Atomic Energy Agency
(IAEA), whilst Algeria, Tunisia and
Zambia are also studying the possi-
bility of introducing nuclear.

Africa produced large amounts of

uranium as a by-product from gold
and copper mining slurries. Produc-
tion from South Africa peaked at
6000tU/yr in 1960 but has since de-
clined to 200 tU/yr. Almost all urani-

Africa’s considerable mineral depos-
its include uranium, the fuel used in
the production of electricity and heat
from nuclear power reactors. In 2022
Namibia accounted for over 11% of the
uranium mined worldwide. Significant
quantities are mined in Niger too.
Over 15% of all the uranium that has
ever been mined came from Africa.

um mined in Africa is now produced
in two countries: Namibia and Niger.
In 2022 Namibia produced over 1%
of the uranium mined worldwide from
two mines — Husab and Rossing —
and Niger produced 4% from one

Rystadtnergy
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mine — Arlit. A third mine in Namibia,
Langer Heinrich, returned to produc-
tion in 2024 after a period of more
than six years in care and mainte-
nance. In Niger, Dasa-Phase 1 is un-
der development, and is expected to
produce yellowcake for delivery to
utilities starting in early 2025. In the
last 10 years a small amount of ura-
nium has been produced from the
Kayelekera mine in Malawi, but the

Nuclear in Africa

Ten largest producing uranium mines in 2022

facility was placed in care and main-
tenance in 2014.

The uranium mined in Africa in 2022
provides fuel for 45 GWe of nuclear
reactor capacity, enough to generate
about half of Africa’s current electric-
ity demand.

World Nuclear Association’s Nucle-
ar Fuel Report forecasts that Africa

will remain a significant producer of
uranium through 2040. Namibia is
expected to continue dominating
uranium production from the conti-
nent, but production capacity will be
added across multiple countries in
the mid-term — Etango-8 and Tumas
in Namibia, Dasa-Phase 1 and Mad-
aouela in Niger, Mkuju River in Tanza-
nia, and Tiris in Mauritania.

Rystadtnersy

Cigar Lake Canada
Husab Namibia
Inkai Kazakhstan
Olympic Dam Australia
Karatau (Budenovskoye 2) Kazakhstan
Rossing Namibia
Arlit (Somair) Niger

Four Mile Australia
Central Mynkuduk Kazakhstan
South Inkai 4 Kazakhstan
Others

Total

Cameco Underground 6,928 14.0
Swakop Uranium (CGN) Open-pit 3,358 6.8
Inkai JV ISR 3,201 6.5
BHP By-product 2,813 5/
Karatau JV ISR 2,560 52
CNNC Open-pit 28955 46
Orano open-pit 2,020 41
Quasar ISR 1,740 815!
Ortalyk JV ISR 1,650 8.8
SMCC JV ISR 1,600 32
21,230 430

49,355 100

Source: Company reports and press releases; World Nuclear Association
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7.6.2 Nuclear power plants

South Africa

South Africa is the only country in Africa
that currently generates electricity from
nuclear energy. It has a single nuclear
power plant at Koeberg, 30km north of
Cape Town. The plant’s two reactors,
connected to the grid in 1984 and 1985,
have a combined capacity of 1.8 GWe.

In July 2024 South Africa’s regulator
granted a 20-year licence extension for
unit 1 of the Koeberg plant. Eskom, the
plant’s operator, submitted its applica-
tion to extend the operating lives of the
plant’s two pressurized water reactors
in May 2021. Unit 1 was synchronized to
the South African electricity grid in No-
vember 2023 after nearly a year offline

Nuclear in Africa

or the replacement of its three original
steam generators — a prerequisite for
the long-term operation of the plant.
Unit 2 was taken offline in December
2023 to allow for completion of the
same work. It is expected to return to
service in September 2024.

Government commitment to the future
of nuclear energy is strong. South Afri-
ca’s National Infrastructure Plan 2050
released in March 2022 foresees 9.6
GWe of new nuclear plant to be con-
structed to replace coal generation
assets. South Africa’s Department of
Mineral Resources and Energy (DMRE)
confirmed in December 2023 that it is

RystadEnergy
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proceeding with the procurement of
2500 MWe of new nuclear capacity.

Egypt

Four VVER-1200 units are currently un-
der construction in Egypt at El Dabaa,
on the North Mediterranean coast, 140
km west of Alexandria. Once complete
the plant will provide significant desali-
nation capacity in addition to electric-

ity supply.

An intergovernmental agreement
signed with Russia to build and oper-
ate the four reactors in November 2015
includes fuel supply, management of
used fuel, training and development of
regulatory infrastructure. In April 2019
the Nuclear Power Plants Authority
(NPPA) received a site approval permit
for the El Dabaa site from the Egyptian
Nuclear Regulation and Radiological
Authority (ENRRA). Construction of El
Dabaa 1 commenced in July 2022,
followed by unit 2 in November 2022,
unit 3 in May 2023, and unit 4 in Jan-
uary 2024.
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7.6.3 Future nuclear power plants

A significant number of countries in Africa are considering embarking on nuclear power programmes. Through its
Milestones Approach the IAEA is supporting countries in their efforts to develop the infrastructure needed.

Ghana

Ghana’s government is planning the construction of its
first nuclear power plant. In September 2021 Ghana’s Min-
ister of Environment, Science, Technology and Innovation
said that five vendors — from the USA, Russia, Canada
and South Korea — had responded to a request for inter-
est issued to help the country build its first plant. In 2022
nuclear power was officially approved for inclusion in the
country’s power generation mix, and the expectation is
that a contract will be signed for a 1 GWe plant sometime
in 2024/2025.

In addition, in October 2022 it was announced that the
country is collaborating with the USA and Japan to sup-
port SMR deployment in the West African nation. The
US Nuclear Regulatory Commission (NRC) and Ghana’s
Nuclear Regulatory Authority have been cooperating
closely since 2017 as the country seeks to establish the
necessary infrastructure to enable its nuclear power pro-
gramme.

Kenya

Kenya is planning to include nuclear power in its energy
mix. In September 2018 it was announced that the first
nuclear unit in Kenya was expected to be completed in
2036, followed by another one in 2037. In spring 2022 it
was announced that two possible sites — Kilifi and Kwale
— had been chosen to host the country’s first commer-
cial nuclear reactors. In March 2024 the country’s Nucle-

68 African Energy Chamber 2025 Outlook Report

ar Power and Energy Agency launched a strategic plan
to guide development of its nuclear programme over
the next five years. It identifies six areas of work: nucle-
ar infrastructure development; stakeholder engagement
and advocacy; energy research and innovation; energy
capacity development; and research reactor programme
and institutional sustainability.

Nigeria

In 2019 the Senate of Nigeria called on the government
to consider the inclusion of nuclear power in the country’s
energy mix. In March 2022 the director general of the Ni-
gerian Nuclear Regulatory Authority said that agreements
relating to the construction of a four-unit plant had been
signed with South Korea, France, Russia and India. Fur-
ther agreements on cooperation and training with regu-
lators in the USA, Pakistan, South Korea and Russia have
also been signed.

Uganda

Uganda Vision 2040 considers development of nuclear
power among “key core projects that need to be start-
ed”. The government has set an ambitious target to
have its first nuclear power plant connected to the grid
by 2031, and in May 2022 it was reported that the gov-
ernment had acquired land on which to site a nuclear
plant. A site at Kasaato Village, in the Kidera Subcounty
of Buyende District, has been, with alternative sites in
Nakasongola and Kiruhura.




7.6.4 Growth forecasts
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Installed nuclear generating capacity in Africa is expected to grow in World Nuclear Association’s Lower, Reference

and Upper Scenarios.

Egypt — 4.4 GWe capacity is included in both the Ref-
erence and Lower Scenarios, as the four reactors at El
Dabaa are progressively connected to the grid 2030-
2034. The Upper Scenario envisages a further 2 GWe
added 2037-2040.

Ghana — 1 GWe capacity is included both in the Reference
and Lower Scenarios. In the Upper Scenario a pair of 1
GWe reactors is envisaged in 2037 and in 2039.

Kenya — 1 GWe capacity is included both in the Reference
and Lower Scenarios. In the Upper Scenario a pair of 1
GWe reactors is envisaged in 2038 and in 2040.

Nuclear in Africa

Nuclear generating capacity scenarios in Africa to 2040
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Nigeria — in the Upper Scenario 1 GWe of nuclear capac-
ity is added in 2038.

South Africa — all three scenarios assume the continued
operation of the two Koeberg reactors beyond 2040.
Three additional units are included in the Upper Scenario,
in 2034, 2036 and 2040. Two new reactors are expected
in the Reference Scenario in 2036 and 2038, and one
unit is included in the Lower Scenario in 2038.Uganda — a
pair of 1 GWe reactors is included in the Upper Scenario
in 2037 and 2040, while the Reference Scenario envisag-
es 1 GWe of nuclear capacity in 2039.
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7.6.5 Research reactors and nuclear medicine

Research reactors operate across Africa in Algeria, Egypt,
Ghana, Libya, Morocco, Nigeria and South Africa. They
are typically thought of as a starting point for a country’s

national nuclear power programme.

Research reactors have a wide range of applications.

Nuclear in Africa

Nuclear sites and facilities in Africa
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For example, they are used for education and training,
and allow scientists to test materials, address pollution
issues, and assist farmers in selecting crops. Larger re-
search reactors, such as Safari-1 in South Africa, are es-
sential for creating radioisotopes for medical diagnostics
and life-saving cancer treatments
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7.7 Africa’s power generation outlook

With over 350 GW in various stages of
pipeline, North Africa is expected to
lead Africa’s installed capacity mix. Af-
rica’s solar PV capacity is expected to
cross 20 GW this year and increasing
to nearly 90 GW by 2030, while wind
capacity is expected to surpass 11 GW
this year and increasing to nearly 50
GW by 2030. As a result, the share of
renewables in Africa’s installed capacity
mix is estimated to jump from over 28%
today to over 45% in 2030. Hydropower
is estimated to increase from 47.5 GW
today to around 60 GW by 2030, as a
result of the various projects under de-
velopment currently. Coal is expected
to exhibit a gradual decline attributing
to shutting down of few coal-fired units
in South Africa, while gas is expected
to surpass 150 GW — meaning that the

domination of fossil fuels in Africa’s
power generation mix will continue this
decade as well.

Egypt’'s 4.8 GW El Dabaa nuclear power
plant is expected to add to Africa’s nu-
clear-based power generation towards
the end of this decade. The Rosa-
tom-led project, located approximately
320 kilometers northwest of Cairo, will
include four VVER-1200 reactor units.
All four units are now under construc-
tion at the site. First concrete for unit
1 was poured in July 2022, unit 2 in
November 2022, unit 3 in May 2023
and unit 4 in January 2024, with all four
units expected to be in operation by
2031. However, hydrogen electrolyser
projects are not expected to make a
significant addition to Africa’s installed

Africa’s installed capacify outlook

Regional capacity (Gigawatts) by development status, Africa
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capacity, as the development of these
projects appear to be sluggish cur-
rently. The continent’s overall installed
capacity is expected to jump 1.5 times
from over 300 GW to nearly 460 GW
by 2030.

In terms of generation, Africa’s overall
generation is estimated to rise from
over 980 TWh today to nearly 1,400
TWh in 2030, with the share of renew-
ables increasing from over 27% today
to over 43% in 2030 due to surge in re-
newables compared to additions in fos-
sil-fuel capacity. Share of nuclear is es-
timated to increase from 0.95% today
to 2.8% by 2030. By 2030, South Africa
and Egypt will both jointly lead the con-
tinent’'s power generation mix currently,
each with a share of nearly 20%.
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8 AFRICA POWER AND RENEWABLES-THEMATIC

8.1 Growing role of North Africa -
Interconnectors and green hydrogen

North Africa plans to export
electricity to Europe via
interconnectors — establishing a
Trans-Mediterranean power grid

Egypt, Morocco, South Africa
and Mauritania to lead Africa’s
hydrogen electrolyzer pipeline

Solar accounts for nearly 80% of
Africa’s decentralized renewable
capacity — solar home systems
and mini grids to play a major
role in electrifying Africa

Loadshedding situation
improves in South Africa — last
seen on 26th March 2024

Coal domination to continue in
South Africa, while wind and
solar PV capacity continue to
grow

Gas-to-power and battery energy
storage necessary in South
Africa, to manage intermittency
and support the outgoing coal
capacity

Senegal and South Africa —
African nations that have Just
Energy Transition Partnerships
in place

In its quest for clean energy and de-
carbonization, Europe is turning to
North Africa for clean energy. Being
the continent’s largest energy market,
North Africa stands out for its signifi-
cant socio-economic progress, indus-
trial growth, and access to electricity.
These factors, along with its extensive
renewable energy potential, position
North Africa to potentially spearhead
the Mediterranean’s energy transition.
North Africa’s case for renewables is
compelling, as the costs for solar and
wind technologies have decreased
substantially and the region is at the
forefront of new utility-scale wind and
solar installations in Africa, accounting
for nearly a third of the continent’s on-
shore wind capacity and one-fifth of
its solar PV capacity.

The European Union’s drive to re-
duce reliance on Russian natural gas,
accelerated in the energy shocks of
2022 triggered by the Russia-Ukraine
crisis, has led to major projects in-
volving massive solar and wind
farms, along with underwater cables
across the Mediterranean Sea, trans-

porting electricity as far as the UK.
The abundant low-carbon energy re-
sources in North Africa sitting close
to Europe’s southern shores offer
higher potential and less seasonali-
ty trends compared to counterparts
in Europe, where variability peaks
during summer and winter. Solar
panels in sun-drenched North Africa
yield up to three times more energy
than those in Europe, while the re-
gion also benefits from ample space
for such projects. Located within the
Earth’s solar belt, the region’s daily
photovoltaic power output ranges
from 4.8 to 5.6 kilowatt-hours (kWh)
per kilowatt-peak (kWp), compared
to between 3.6 and 4.8 kWh per kWp
in Europe. Additionally, North Africa
also boasts significant wind potential,
with wind speeds in the range of 7 to
10 meters per second. This disparity
in energy potential between North
Africa and Europe is reflected in the
capacity factors for both solar PV
and onshore wind, with North African
countries exhibiting stable trends
compared to their Southern Europe-
an counterparts.
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Spain and Morocco are currently
connected by two high voltage ca-
bles, each with a capacity of 700
MW, established in 1997 and 2016.
By 2026, an additional cable of sim-
ilar capacity is planned between the
two countries, and a new 1 GW cable
is planned to link Morocco with Por-

tugal. Another significant project from
Morocco is the Xlinks interconnector
project, which aims to link northwest
Africa’s Maghreb region with Devon
in southwest England via 3.6 GW of
subsea HVDC cables spanning 4,000
kilometres. This project would feature
11.5 GW of renewable capacity (7.5

Solar and wind potentiarl — Mediterranean nations
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battery storage facility in Morocco’s
Guelmim Oued Noun region. Key in-
vestors in the $27-30 billion project
would include GE Vernova, TAQA
Group, TotalEnergies, Octopus Ener-
gy, and Africa Finance Corporation.
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In the Eastern Mediterranean, Egypt
and Greece are planning to connect
through four projects—GREGY, GAP,
EuroAfrica, and EuroAsia interconnec-
tor projects. Among these, GREGY is
particularly notable. This project will
be developed by Greece’s Copelou-
zos Group and Masdar’s affiliate In-
finity Power, featuring 3 GW of HVDC
cables over a 954-kilometer route.
The project will also include 9.5 GW
of intermittent renewable capacity.
Another notable interconnector is the
ELMED-TUNITA project, a result of the
collaboration between ltaly’s Terna
and Tunsia’s STEG — responsible for

Africa power and renewables — thematic

managing the power grids of Italy and
Tunisia respectively. The project will
extend 220 kilometers from the elec-
trical substation in Partanna, Sicily, to
the substation in Mlaabi on Tunisia’s
Capo Bon peninsula. This project will
feature 600 MW of subsea HVDC ca-
bles over a 200-kilometer route, op-
erating at a maximum depth of about
800 meters across the Strait of Sicily.

While there is nearly 24 GW of inter-
connection capacity proposed be-
tween North Africa and Europe, the
most advanced in terms of develop-
ments are GREGY, Xlinks UK-Moroc-

Subsea HVDC interconnectors in/into Europe*

co project and the ELMED-TUNITA
project, having garnered interest and
investments from governments and fi-
nancial organizations. The three proj-
ects operating at maximum capacity
have the potential to replace about
6% of Europe’s fossil-based power
generation. Europe could therefore
benefit from North Africa’s higher so-
lar and wind potential coupled with
fewer seasonality variations — raising
the potential of these projects to bet-
ter manage intermittency in Europe,
while diversifying power supply in ad-
dition to reducing the consumption of
fossil fuels in Europe’s power sector.

Stockholm R
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Source: Rystad Energy Subsea HVDC Interconnector Cables dashboard; Rystad Energy GIS; Rystad Energy research and analysis
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The region’s significant potential for af-
fordable renewable energy, combined
with its proximity to Europe, is leading
to an increasing demand for green hy-
drogen. Under its REPowerEU Plan, the
European Union (EU) has set a target
to both produce and import a total of
20 million tonnes of green hydrogen
by 2030. Specifically, the EU aims to
generate 10 million tonnes of this green
hydrogen within its own borders, le-
veraging its domestic resources and
infrastructure to foster a sustainable hy-
drogen economy. Concurrently, the EU
plans to import an additional 10 million
tonnes from international partners to
ensure a reliable and diversified supply,
of which SoutH2 corridor is a key com-
ponent.

In May 2024, the governments of lIta-
ly, Germany, and Austria signed a joint
declaration of intent for the develop-
ment of the SoutH2 corridor which
would facilitate delivering green hy-
drogen from North Africa to to major
demand centres across Europe. The
project is an ambitious 3,300 km hy-
drogen pipeline network linking North
Africa with ltaly, Austria, and Germany,
with approximately 70% of the network
utilizing existing midstream infrastruc-
ture that will be repurposed for hydro-
gen transport. The pipeline project will
be developed by ltalian gas infrastruc-
ture operator Snam, along with trans-

mission system operators (TSOs) Trans
Austria Gasleitung (TAG) and Gas Con-
nect Austria (GCA), and Germany’s Bay-
ernets GmbH. Having been selected
as a project of common interest (PCI),
the project will benefit from accelerat-
ed permitting procedures and funding.
Egypt, Morocco and recently Tunisia
have endured a wave of large-scale an-
nouncements forming partnerships with
other countries and private companies
to explore pilot projects for green hy-
drogen production and export.

In alignment with its ambitious sustain-
ability goals, Egypt has outlined robust
targets for green hydrogen production
and export. The nation aims to become
a key exporter of green hydrogen en-
visaging 3.2 million tonnes of green
hydrogen production by 2030, with a
target to capture a 5% market share in
the global hydrogen market by 2050.
The government has allocated nearly
42,000 square kilometres of land to the
New and Renewable Energy Authority
(NREA) for the development of green
hydrogen projects, in addition to ap-
proving a range of incentives designed
to create a favourable investment envi-
ronment in Egypt by offering tax breaks
and simplifying administrative proce-
dures.

The incentives include a tax rebate
ranging from 33% to 55% on income
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generated, along with exemptions on
value added tax (VAT) over equipment,
tools, machinery, raw materials, trans-
portation and exports.  Additionally,
there will be a 25% discount on the val-
ue of industrial land rights and a 20%
discount on storage rights. Beyond fi-
nancial incentives, the package aims to
lower administrative hurdles. To qualify
for these incentives, projects must be
at least 70% foreign funded, mut com-
mence operations within 5 years, use at
least 20% locally sourced materials and
must employ up to 30% foreign employ-
ees at maximum. The incentives are not
restricted to just hydrogen production,
they also extend to related projects,
such as desalination plants that provide
water for electrolysis.

Morocco expects to export around
424,000 tonnes of green hydrogen pro-
duction by 2030, translating to 303,000
tonnes of exports and the remainder
catering to the domestic market. Like
that of Egypt, Morocco’s export demand
is expected to be met primarily through
the transportation of ammonia. Moroc-
co has plans to allocate about 10,000
square kilometres for the development
of green hydrogen projects, in addition
to incentives covering exemptions from
customs duties and VAT exemptions for
locally purchased investment goods.
Morocco’s main investment schemes
offers up to 30% of the investment
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amount, if the project creates over 150
stable jobs, or involves an investment of
at least $5 million and creating at least
50 jobs. Additional incentives are avail-
able based on criteria such as job cre-
ation, gender ratio and regional equity.
A specific investment incentive scheme
exists for strategic projects, which is
applicable if the project involves an in-
vestment of at least $203 million and
meets criteria such as contributing to
Morocco’s water, energy, food or health
security, creating significant employ-
ment, enhancing Morocco’s strategic

Planned hydrogen eIecfronzer projects and export network in North Africa

positioning, developing sectoral eco-
systems or advancing technology.

In addition to the existing agreements
with ACWA Power and TE H2, Tunisia
signed six memoranda of understand-
ing (MoU) with European companies on
29 July 2024, with the country aiming to
produce 8.3 million tons of green hydro-
gen by 2050, of which six million tonnes
wil be exported to Europe through the
planned SoutH2 pipeline. The six proj-
ects involve companies such as Tunur
in partnership with Aker Horizons and
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Source: Rystad Energy PowerCube

Hydrogen electrolyzer capacity (Gigawatts) by region

Verbund, Savannah Energy, Hydrogen
of France, DEME Hyport, Abo Energy,
and an alliance between Amarenco and
H2 Global. Algeria has also started em-
barking on its green hydrogen journey
by targeting to supply 10% of Europe’s
clean hydrogen needs by 2040, with a
production and export target of nearly 1
million tonnes of gaseous or liquid hy-
drogen and its derivatives. The country
currently has just one green hydrogen
plant undergoing significant develop-
ment i.e., Sonatrach’s 50 MW pilot plant
in the city of Arzew.
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8.2 Electrifying Africa through
decentralized power generation

Although the number of people
with access to electricity increased
twofold over the last two decades,
around 685 million still lack power of
which 590 million live in Africa, mak-
ing universal access a difficult goal to
achieve. African countries face three
main challenges, expanding elec-
tricity access, ensuring it remains af-
fordable, and reducing dependence
on fossil fuels, such as firewood and
diesel generators used for lighting
and cooking. The falling cost of mod-
ern renewables coupled with Africa’s

significant solar and wind potential,
means it has a unique opportunity
to electrify urban and rural regions.
To get there, however, will require
the modernization and expansion of
the grid, either through extensions
to the main grid catering to high de-
mand centres or installation of de-
centralized systems, which are more
suited to isolated rural areas, where
standalone power systems or local-
ized power network (mini grids) can
supply power from solar parks in
combination with battery storage and

Off-grid power generatibn using renewables in Africa
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backup generators. Solar home sys-
tems can be used to electrify individ-
ual households in rural areas. Most
of these decentralized connections
were achieved through innovative fi-
nancing models, such as pay-as-you-
go (PAYG) programs which enable
users to manage the high upfront
costs associated with installing solar
panels. Such options are of particular
appeal in Africa’s low-income regions
where the Covid-19 pandemic has
further impacted economic develop-
ment and are likely to be an increas-
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ing feature of the African power land-
scape as renewables penetrates the
generation mix.

So far, progress with electrification
has largely been driven by extending
traditional grid connections and cen-
tralized power distribution. However,
the continent has also experienced
a significant increase in off-grid sys-
tems, which are filling gaps where
centralized grids cannot reach. Africa
accounts for over 16% of the global
decentralized renewable capacity
and off grid solar solutions have as
a result provided power to millions
across sub-Saharan Africa. Solar ac-
counts for nearly 80% of Africa’s de-
centralized renewable capacity. Solar
home systems generally include a
small solar panel and a rechargeable
battery that powers lights, radios,
and phone chargers, while on a larg-
er scale, micro grids and mini grids

are used to supply power to entire
communities. Solar home systems
and solar mini grids have become
increasingly successful in Africa,
with installations being ramped up 12
times and 45 times respectively over
the last decade. By 2022, over 77
million people and nearly three mil-
lion people in the continent, gained
access to electricity through solar
home systems and solar mini grids
respectively.

Public funding and subsidies will be
vital to increasing electrification with-
in the continent, with collaborative ef-
fort from governments, private sector
and multilateral development banks
such as the World Bank and African
Development Bank (AfDB), remain-
ing vital for implementing large-scale
decentralized projects. Subsidies will
help make these technologies more
affordable for households, while

public funding will lower costs for

developers. Cooperation between
multilateral development banks and
governments will be necessary to
ensure the financial sustainability of
national subsidies. Additionally, sim-
plified guarantees and risk-sharing
mechanisms will be important to at-
tract private investment in energy
projects. One such example is AfDB’s
flagship Desert-to-Power initiative,
which is being implemented by the
Ecowas Centre for Renewable Ener-
gy and Energy Efficiency (ECREEE).
Launched in 2018, the project seeks
to install 10 GW of solar power by
2030 across 11 countries, aiming to
provide electricity to approximately
250 million people through both on-
grid and off-grid solutions. The initial
phase of the program will focus on
Burkina Faso, Chad, Mali, Mauritania,
Niger, Nigeria, and Senegal.
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8.3 South Africa's tug of war - energy
security or decarbonization?

Coal continues to dominate in South Afri-
ca, accounting for over 80% of the coun-
try’'s power generation mix at present.
The increased reliance on an aging coal
fleet was highlighted by the loadshed-
ding crisis which aggravated last year,
due to maintenance issues and some
of the country’s largest coal units being
rendered unavailable. The power outag-
es have plagued the country since 2008,
but intensified and became more fre-
quent in recent years, having a servere
impact on the economy leading to less
than 1% gross domestic product (GDP)
growth annually over the past decade. In
2023, South Africa faced its worst-ever
load-shedding, experiencing twice as
much as load-shedding compared to
2022, which saw it endure shortages for
335 days out of the 365 days of 2023.
The aggravated loadshedding led to a
sharp rise in demand for solar panels
and batteries, while Eskom decided to
prolong its reliance on coal-fired units
and slowdown the decommissioning of
coal power plants despite South Africa’s

Loadshedding in South Africa
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Just Energy Transition Investment Plan
(JETIP). This decision has prompted the
South African government to seek rene-
gotiation of financing deals amounting to
$2.6 billion, originally tied to the coun-
try’s transition to cleaner energy sourc-
es. The country’s power sector has im-
proved significantly having last endured
loadshedding on 26th March 2024, with
the milestone being the result of a re-
covery strategy launched in March 2023
and intensive maintenance efforts on Es-
kom’s power generation facilities.

South Africa’s peak demand in 2030 is
expected to reach nearly 38 GW from
about 32 GW currently, with coal still
dominating over two-third of the dai-
ly demand. South Africa’s only nuclear
power plant (Koeberg) and Eskom’s coal
fleet will continue to provide baseload
power considering the slow ramp rates
for both the energy sources. Currently,
South Africa primarily uses the Drakens-
berg, Ingula and Palmiet pumped stor-
age facilities, to manage supply-demand

2022 2023

balance as seen below. Since South
Africa’s coal fleet is approaching or will
be exceeding its projected 40-year lifes-
pan, the country will have to rely more
on gas-to-power and battery storage as
flexible sources to meet demand during
the times of the day when solar is not
available, considering limited hydropow-
er potential. Considering the role that
gas-to-power can play in the future, the
South African government had issued
RfPs for 2 GW of gas-to-power projects,
towards the end of last year. Thus, gas-
to-power has the potential to not just
secure energy supply but to enable a
smoother transition by supporting the
outgoing coal capacity. However, if gas-
to-power is not at all pursued in South Af-
rica, all the existing coal-based capacity
along with the new Kusile units will have
to remain online and available in 2030 to
meet the growing demand, which would
go against South Africa’s JETIP commit-
ments. However, if battery storage were
to be favoured over gas-to-power, South
Africa would need more battery storage
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facilities installed, leading to higher costs
considering that the LCOE and capital
cost is significantly higher than that of
gas. Nevertheless, additional intermittent
capacity would help lower South Africa’s
coal-based capacity, however, this would
require more battery or gas-based ca-
pacity for power supply and reserves, for
when solar and wind is not available.

While securing energy supply continues
to be of paramount importance, South Af-
rica has embarked on its decarbonization
journey with over 13.6 GW of power plants
are expected to come online between to-
day and 2027, with solar PV and onshore
wind accounting for over half and about
25% in the new capacity respectively. At
the end of 2023, the country housed over
7.2 GW of solar PV and 3.6 GW of onshore
wind — together accounting for over 17%
of South Africa’s overall installed capac-
ity. Additionally, battery energy storage
assets awarded under South Africa’s Bat-
tery Energy Storage Capacity Indepen-
dent Power Producers Procurement Pro-
gramme (BESIPPP) are also expected to
contribute to the new capacity. Earlier this
year, the Department of Mineral Resourc-
es and Energy (DMRE) launched the third

Africa power and renewables — thematic

bid round under BESIPPPP, calling for five
battery energy storage system (BESS)
projects totalling 616 MW/2,464 MWh. In
March 2023, DMRE announced the first
bid window for 513 MW/2,052 MWh of
BESS. The results were disclosed in late
November, with French utility EDF secur-
ing 257 MW of BESS across three proj-
ects, and South African renewable ener-
gy company Scatec Africa being selected
to develop a 103 MW project. The second
BESIPPP bid window is currently seek-
ing proposals for 615 MW/2,460 MWh of
BESS projects, with bids being due by 29
August 2024. South Africa’s largest BESS
facility, a 20 MW/100 MWh Hex system,
was activated last November in Worces-
ter, Western Cape, to ease pressure on
the electricity grid and reduce load shed-
ding. This five-hour-duration BESS project
is the first completed under Eskom’s ma-
jor battery storage initiative, which aims to
deliver a total of 343 MW/1,449 MWh of
BESS capacity and 60 MW of solar power
across two phases. With unit 6 at Kusile
coal power station entering the power
generation mix later this year, South Africa
will further secure its energy supply and
potentially reduce instances of loadshed-
ding. Attributing to new additions, the

Power generation in South Africa
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share of renewable-based generation is
expected to grow from nearly 14.1% today
to nearly 29% by 2030.

While wind and solar PV capacity con-
tinues to grow, these renewable energy
sources resources are intermittent, and
storage solutions are expensive, ampli-
fying the need for gas-to-power to act as
a bridge between coal and renewables
further. REIPPPP’s recent bid window
i.e.,, BW6 was oversubscribed with a to-
tal of 56 projects (9.6 GW in total). This
included 33 solar PV projects (5.5 GW)
and 23 onshore wind projects (4.1 GW).
However, of the 56 bids submitted, only
six ultimately obtained preferred bidder
status, securing 1 GW of solar PV and no
onshore wind capacity, predominantly
influenced by grid constraints. The re-
gions with the highest potential for wind
and solar PV, such as the Hydra Cluster
and the Northern, Eastern and Western
Capes, have exhausted the capacity
from previous bid window rounds and
through private off-takers. Grid capac-
ity is now South African power sector’s
biggest bottleneck, as the country con-
tinues to find investors to lend $21 billion
needed for upgrading the transmission.
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8.4 Just Energy Transition in Africa

Senegal and the International Part-
ners Group (IPG) launched a Just En-
ergy Transition Partnership (JETP) in
June 2023, marking the fourth such
agreement in a series of financing
packages aimed at supporting de-
veloping nations transition away from
fossil fuels. In 2021, South Africa be-
came the first nation to sign such a
deal during the 26th UN Climate
Change Conference of the Parties
(COP26) in Glasgow, UK. The follow-
ing year saw two countries follow suit,
with a $20 billion deal with Indonesia
and a $15.5 billion deal with Vietnam.
Out of the four, Senegal is the only
liquid fuel-reliant country, while the
others are coal-reliant.

During COP27 in Egypt, it was high-
lighted that South Africa’s $8.5 bil-

Just Energy Transition

lion JETP deal consisted of public
and private finance — representing
a small portion of the funding re-
quired by the country to pursue a
just energy transition away from coal,
needing around $99 billion over the
2023-2027 period. Approximately
70% of the estimated total would be
allocated to the power sector, with
the green hydrogen and EV sectors
receiving the remaining 22% and
8% respectively. IPG’s $8.5 billion in
combination with $33 billion from the
private sector and some $10 billion
from the public sector, comprising
development finance institutions and
multilateral development banks, has
enabled South Africa to obtain more
than half of the necessary investment
for its just transition plan — indicat-
ing a gap in funding, which the JETP

deals are directed to address as a
catalyst. To cover the remaining fund-
ing required for South Africa’s Just
Energy Transition Investment Plan
(JETIP) targets, South Africa will look
to attract investments from both do-
mestic and international private enti-
ties in the form of grants, guarantees
and concessional loans. In general,
JETPs are a nascent funding vehicle
aimed at assisting emerging econo-
mies that are dependent on coal, to
transition away from the fossil fuels
while addressing associated social
consequences.

Senegaland IPG —comprising France,
Germany, the European Union, the
UK and Canada — joined forces with
multilateral development banks to
raise $2.7 billion in fresh funding over
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a three-to-five-year period, starting in
2023, aimed at accelerating the en-
ergy transition in the West African
nation. This funding is expected to
attract and mobilize further invest-
ments from both private and public
sectors, as seen in the case of South
Africa. Additionally, Senegal will be
receiving technical assistance from
its international partners in boosting
the integration of renewable ener-
gy infrastructure and technologies,
focused on grid stabilization and
battery storage into its power gen-
eration mix. This is in line with its
electricity plans, as the country aims
to have 40% of its installed capacity
mix from renewables by 2030 - a
sizeable jump from about 22% today.
As part of the deal, Senegal will be
developing an investment plan within
12 months, identifying the investment
needs, opportunities and allocations
to meet its goals. As a result, Senegal
expects to publish a revised nation-
ally determined contribution (NDC) at
COP30 — which is set to take place in

Belem, Brazil in late 2025 — reflecting
a heightened climate and clean ener-
gy ambition. Senegal’s NDC current-
ly outlines an unconditional target of
235 MW of solar PV, 150 MW of on-
shore wind and 314 MW of hydro by
2030. With international assistance,
the conditional targets are set to rise
to 335 MW of solar PV, 250 MW of
onshore wind, 50 MW of bioenergy
and 50 MW of solar thermal.

While two African nations have
been on the forefront of such deals,
achieving a just energy transition has
its own challenges despite their am-
bitious goals. Since the agreements
were signed, progress on defining
specific investment programs has
been slower than anticipated, the
JETP deals were signed as promi-
nent political commitments before
all technical and coordination details
were fully developed. As a result, the
implementation process has faced
delays as public consultations and
negotiations have taken time. The

complexity and political sensitivi-
ty of energy transitions make swift
progress challenging. Reconciling
diverse stakeholders and interests,
and agreeing on long-term plans, is
difficult. Additionally, decommission-
ing coal plants involves intricate fi-
nancial arrangements and controver-
sial political decisions. The financing
requirements for these transitions
are enormous, often estimated to
be up to ten times greater than the
international public finance pledged
through the JETP agreements. While
there is an expectation that private
sector investments will bridge this
gap, achieving this is more challeng-
ing than anticipated. This issue is
not unique to JETPs but affects the
broader field of climate and devel-
opment finance. Overall, while JETPs
represent a critical step toward a just
energy transition, addressing these
challenges will require continued
effort and collaboration among gov-
ernments, private sector players, and
international organizations.
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