
COMMONWEALTH BUSINESS COUNCIL 

3rd CAMEROON INVESTMENT FORUM 

YAOUNDE, 16-18 JUNE 2009

ENERGY AND POWER: óA KEY 

ENABLER OF THE BUSINESS 

ENVIRONMENTô

By: The Ministry of Energy and 

Water Resources (MINEE)

Yaounde, Cameroon



SUMMARY

1. Policy  & market overview

2. Importance of Energy to the economy: 

key examples

3. Updates on Energy Projects (focus on 

power)

4. Pipeline of Investment Portfolios

5. Looking Ahead



I - POLICY & MARKET 

OVERVIEW



I - POLICY & MARKET 

OVERVIEW
Cameroonôs Energy policycentered on three 

main goals:

1. Energy independence & universal access to 
clean forms of energy

2. Promote market competition and; where 
appropriate; provide targeted subsidies to low-
income households towards productive uses

3. Ensure least-cost supply and under safe 
conditions, including consideration for 
protection of human health and the 
environment



I - POLICY & MARKET OVERVIEW ï

Development strategies

Å Electricity sector
ï Countryôs generation expansion strategy on long-term hinged on hydropower; 

and thermal support from gas

ï Projects are outcome of PSDP/PDSE 2030 (Nov.2006)ïleast cost portfolio

ï Universal electrification is the main goal pursued by Govt

ï Added-value natured of the sector to GDP formation must be sustained  - as 
factor to attract other investments 

Å Oil & gas sector:
ï Indigenous reserves (upstream) provides the base supply

ï Downstream infrastructure to cater for national demand/consumption in 
terms of oil products and gas derivates

Å Key incentives (trans-sectoral) to support development and rational 
utilisation of resources
ï Liberalisation policies targeting market competition for the supply chain; 

ï Regulatory support ïto minimise/avoid monopoly

ï Fiscal and customs incentives

ï Public private partnerships (PPP) to allocate and reward risks

ï Concessions to ensure recovery of investments and reward for risk 
(returns)



I- POLICY & MARKET OVERVIEW -

INVESTMENT CLIMATE (KEY ISSUES IN POWER SECTOR)

1. LEGAL/REGULATORY FRAMEWORK

ï SPECIFIC LAW PUBLISHED DEFINING ACTIVITIES AND ROLES OF ACTORS IN THE 

SECTORS

ï PROCUREMENT IS A KEY FEATURE ON PURCHASE OF ADDITIONAL CAPACITY

ï LICENCE REGIMES FOR PRODUCTION/TRANSPORT/DISTRIBUTION-RETAIL AND 

CONDITIONS FOR AWARD ARE DEFINED

2. MARKET INCENTIVES : FISCAL/CUSTOMS

ï FISCAL TERMS AWARDED FOR DIFFERENT STAGES OF PROJECT CYCLE ï

CONSTRUCTION TO DECOMMISSIONING

ï WAIVERS AND CANCELATIONS ON DUTIES FOR IMPORT OF CAPITAL EQUIPMENT

ï FINANCIAL REGIME IS PREDICTABLE: RETURN ON INVESTMENTS CAN BE 

NEGOTIATED IN CONCESSION AGREEMENT; 

3. RESOLUTION OF CONFLICTS

ï SECTOR REGULATOR ACTS AS ARBITER FOR DISPUTES

ï COURTS CAN BE REFERRED TO IN CASE OF DISAGREEMENT AMONG DISPUTING 

PARTIES

ï COUNTRY IS SIGNATORY TO SEVERAL INTERNATIONAL TREATIES ON 

TRADE/COMMERCE e.g. WTO /UNICATRAL

4. CREDIT RISK

ï LOW DEFAULT IN PAYMENT BY CONSUMERS (RECEIVABLES)

ï NO CASE OF DEFAULT IN POWER OFFTAKE AGREEMENTS/ GUARANTEES ARE  NOT 
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a) HYDROPOWER: GROSS POTENTIAL OF 55 GW (1983 
inventory)ï

i. Theoretical generation capacity of 294 Tera Watthours
(TWh) per year.

ii. Technical and economically exploitable potential is
19.7GW for a generating capacity of 115 TWh/year.

ü The current installed capacity represents 4% of the
technically feasible exploitable potential.

ü There are 63 out of 100 sites that are distributed
around the country and have been assessed at
preliminary stage design to have capacities of up
to 10 MW

b) BIOMASS RESIDUES (agriculture and forest logging): huge and
untapped potential amenable for generation of heat and
power/CHP.

c) SOLAR: Average Annual Irradiation of 4 -6 kWh/m2/day; almost
uniformly spread around the country; but more regular in the
northern portion.

I - POLICY & MARKET OVERVIEW: RESOURCE ENDOWMENT



MARKET OVERVIEW

d) NATURAL GAS (BOTH ASSOCIATED AND UNASSOCIATED)

Å PROVEN RESERVES OF 11 TCF / OFFSHOREïVERY 

RICH QUALITY (LOW SULPHUR & OTHER IMPURITIES, 

HIGH METHANE CONTENT)

Å ECONOMIC RESERVES TO INCREASE EVEN THREE 

FOLD, FIVE YEARS FROM NOW, GIVEN AGGRESSIVE 

EXPLORATION PROGRAM AND INTERIM RESULTS



I- MARKET OVERVIEW

e) ENERGY BALANCE IN 2007

1. SUPPLY (TOTAL = 10.2 Million TEP)
BIOMASS 49 %

OIL & GAS 48 %

ELECTRICITY 3 %

ELECTRICITY BALANCE IN 2007 (TOTAL = 5,471 GWH)

ï 70% SUPPLIED BY HYDROPOWER; 

ï 8% THERMAL/ OIL-FIRED PLANTS; 

ï AUTONOMOUS GENERATORS - 22% MOSTLY FROM 
BIOMASS/AGRIC RESIDUES; 

ï GENERATION FOR PUBLIC GRID ï4.3 TWH;

TOTAL CONSUMPTION (5.886 MTEP) BY SECTOR:
ï RESIDENTIAL 74%

ï INDUSTRY 6%

ï TRANSPORT 12%

ï OTHERS 8%

6/25/2009 9CAMEROON



I - MARKET OVERVIEW
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2001 2002 2003 2004 2005 2006 2007

biomass 3,844 3,948 4,055 4,164 4,277 4,393 4,511

petroleum products 862 851 890 890 907 920 938

electricity 4,981 5,137 5,316 5,445 5,586 5,736 5,878

Total 9,686 9,936 10,260 10,499 10,769 11,048 11,326
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II ïIMPORTANCE OF ENERGY 

TO THE ECONOMY



II- ENERGY AS DRIVER OF THE ECONOMY: STRATEGIC 

FACTORS

1. Contribution to Economic growth
ï Added value from exports, revenue to budget (taxes, royalty)

ï Level and quality of Investments are important to induce multiplier effects 

2. Social aspects: employment and welfare, technology
ï Provider of jobs in electricity, oil and gas industries:

ï Facilitates access to other new technologies. eg. fiber optic (telecommunications) 
increasingly used in power transmission and control networks

3. Key decision factor for new investments

ï Capital intensive and added-value industries (e.g. mining/minerals, metals) cannot 
financially close without guaranteed long-term energy supply

ï Transportation will not happen without fuels

4. Support to other social sectors (see MDG)-poverty alleviation via productive 
uses
ï Health: conservation of vaccines and lighting of clinics

ï Education- school lighting and longer hours of learning at home

ï Water supply (drinking and irrigation) ïpower for water treatment and pumping for 
irrigation of fields

ï Food security: refrigeration/conservation of agricultural and other foods

The above are so important and interlinked as the correlation between energy supply 
(adequacy and reliability) and GDP growth are intimate (see graph on next page)



EXAMPLE: ECONOMIC PENALTY FOR UNDERINVESTMENT IN POWER 

SECTOR: BY 2010, LOST ECONOMIC PRODUCTION DUE TO 

SHORTAGE/ABSENCE OF POWER WOULD BE CLOSE TO THE 

FORECAST GROSS DOMESTIC PRODUCT.

Potential loss in Economic growth due to power 

outages (in terms of GDP)
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II- KEY DRIVERS FOR INCREASED INVESTMENTS

1. GOVERNMENT POLICY FOR UNIVERSAL ACCESS:
ï CURRENT NATIONAL ELECTRIFICTION RATE IS ONLY 46%  AND OFFGRID/RURAL 

ELECTRIFICATION IS ONLY 10%

ï ACCESS TO PETROLEUM PRODUCTS / ESPECIALLY LPG IS LESS THAN 10%

ï GOVT OBJECTIVE TO INCREASE UNIVERSAL ACCESS BY 75% BY 2020 AND 100% BY 2030

2. ATTRACTIVE MACROECONOMIC REFORMS AND SECTOR PLANS
ï ENERGY SECURITY AND DIVERSIFICATION REVEALED THROUGH LEAST-COST EXPANSION 

PLANS

ï ATTRACTIVE FRAMEWORK FOR PRIVATE CAPITAL INVOLVEMENT CONTINOUSLY IMPROVED 
SINCE 1998:
Å UNBUNDLING AND LIBERALISATION OF POWER SUPPLY FUNCTIONS

Å REGULATORY AUTHORITY RELATIVELY  INDEPENDENT

Å OPPORTUNITIES FOR INDEPENDENT POWER PRODUCERS

Å FRAMEWORK RISK ALLOCATION PUBLISHED - FOR PUBLIC PRIVATE PARTNERSHIPS

ï ATTRACTIVE ROE OF POWER UTILITY RECORDED (8 TO 9 % POST TAX ï5 YEAR AVERAGE)

ï GDP vrs. CONSUMPTION HIGHLY CORRELATED ïHISTORICAL TREND

3. FAST GROWING DEMAND (NATIONAL & EXPORT)

Å INTERNAL DEMAND
ï 10-YEAR LOAD DEMAND GROWING FASTER THAN GDP (8% vrs 5%)

ï RESERVE MARGIN IS ALMOST INEXISTENT AND RELIABILITY HAS DETERIOTATED MAINLY DUE 
TO  LAG IN INVESTMENTS

ï GROWING INDUSTRIAL DEMAND FROM ENERGY INTENSIVE INDUSTRIES  ïALUMINIUM, IRON 
ORE/STEEL, CEMENT, ETC

EXPORT MARKETS
ï ALL NEIGHBOURS EXPRESSED INTEREST TO BE SUPPLIED BY CAMEROON 

Å ELECTRICITY: 6,000 MW ïFIRM BY 2015 AND MORE AFTER

Å OIL PRODUCTS AND GAS

Å DEVELOPED COUNTRIES EXPRESS DESIRE TO IMPORT GAS/LNG 
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COMPELLING REASONS TO INVEST IN 

ADDITIONAL CAPACITY ïILLUSTRATION 

OF THE SOUTHERN INTERCONNECTED 

GRID SUPPLIED BY AES-SONEL AREA

ISSUE TO ADDRESS: ADDITIONAL 

GENERATION & TRANSMISSION 

CAPACITY REQUIRED TO EXISTING 

ASSET OPERATED BY AES SONEL:

1. DRY SEASON PEAK INCREASINGLY 

IMPORTANT DUE TO LOW HYDRO-

AVAILABILITY, INDUSTRIAL LOADS

2. DIESEL-FIRED PLANTS OPERATED BY 

AES SONEL WILL NOT EXIST AS FROM 

2010 DUE TO AGE AND OPEX ï

EXISTING PLANTS WILL BE 

DECOMMISSIONED

3. AES -SONEL GENERATING CAPACITY 

CAPPED AT 1000 MW (RESIDUAL IS 

LESS THAN 70 MW), SO 

ADDITIONAL/EXTERNAL TO 

CONCESSION GENERATION CAPACITY 

AND TRANSMISSION NEEDED

4. AES SONEL CONCESSION LICENSE 

EXPIRES AT 2021

NEW PLANTS / IPP ROLE

1. MIX OF PLANTS (HYDRO + GAS) 

EMERGING, WITH GAS CAPACITY  

BECOMING IMPORTANT - TO  INCREASE 

NATGAS SUPPLIES OVER THE NEXT 

YEARS

2. SOME OFFGRID HYDROPLANTS TO BE 

BUILT /OPERATED TO NETWORK 

RELIABILITY IMPROVEMENT AND 

FILLING PART OF PEAKS

3. CAPEX FOR HYDRO VRS GAS WILL 

COUNT IN OPTIMAL MIX; THEREFORE 

PPAs WILL BE KEYED ON FIRM AND 

LONGTERM OFFTAKE

CAMEROON POWER SECTOR 

OPPORTUNITIES & CHALLENGES
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Capacity deficit (MW)  72,6  118,6  55,4  33,2  51,2  73,0  130,4  69,3  96,3  124,4  153,5  184,1  223,5  265,1  308,6 

Diesel plants  37  51  51  -    -    -    -    -    -    -    -    -    -    -    -   

Oyomabang/Logbaba HFO  19  30  30  30  30  30  30  30  30  30  30  30  30  30  30 

Limbe HFO  79  82  82  82  82  82  82  82  82  82  82  82  82  82  82 

Kribi  -    -    -    147  147  147  147  147  147  147  147  147  147  147  147 

Dibamba  -    -    84  84  84  84  -    84  84  84  84  84  84  84  84 

Hydro plants  460  414  414  416  420  422  524  527  527  527  527  527  527  527  527 

Maximum load at Peak - dry season  667  695  716  792  814  838  913  939  966  994  1 023  1 054  1 093  1 135  1 178 

Public sector at Peak  528  547  568  589  611  635  660  686  713  741  770  801  840  882  925 

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021



III ïUPDATE ON ENERGY SECTOR 

PROJECTS

Focus on power portfolios



III - UPDATE ON 

PROJECTS: POWER SECTOR





III.1 - POWER SECTOR UPDATE

Å Projects under processing (expected COD)
ï Lom Pangar (head storage reservoir/powergen @50 MW): 3Q2012/1Q2013

Å Key studies and 1st round table of donors conducted

Å Project zone defined under lands register

Å Preparatory works launched; including environmental/social compensation

Å Second & final roundtable of donors planned

ï Yassa/Dibamba-Douala (HFO-fired 88 MW: 3Q2009

ï Kribi power project (gas to electricity@ 250 MW): 1Q2012

ï Memveôele hydropower (run-of-the river @ 200 MW): 2Q2013

ï Nachtigal hydropower (@330 MW): 3Q2013 & contingent upon completion of 
Lom Pangar reservoir

Å Pipeline of new projects
ï Bini à Warak (hydropower @75 MW) ïfeasibility studies to start in July 09

ï Limbe (gas to Electricity @ 315 MW)): Idem

ï LogBaba (Gas to electricity @ 50 MW)): 
Å Final exploratory drilling to start in July 09

Å Gas operator consulting with potential/industrial customers of gas and HV power



Update: Case Study ïPractice for preparing 

Kribi gas to power
Contractual framework used: Risk allocation under PPP principles (see schema overleaf)

Å Reference legal framework: Electricity code; Gas code; Environmental Management / Impact 
assessment

Å Relevant Licensing scheme & status:

ï EIA almost complete (on power side); ongoing for gas supply side

ï IPP license application drafted; to be finalised after gas supply pricing available

ï Commercial contracts:

Å GSA: gas supplier (SNH/Perenco) to power generator (KPDC)

Å PPA : Power off taker (AES SONEL) buys power supplied at its busbar (100 km from generation site)

Å Construction & operations Contracts

ï Gas supplier hired via bidding

ï EPC for power to be hired under international open bids (bids under review)

ï O&M contractor could be part of EPC or independent

Å Financing plan: 

ï Project capex increased from US$80M in 2005/06) to US$100 M, due to:

Å Increase in price for hardware and labour in OECD countries

Å High demand for crude and refined products, and construction orders

ï Financed through Equity (GoC & AES)+ debt (syndicated loan; senior lender is IFC)

ï Guarantees & security package:

Å Tariffs close to economic cost: no subsidy; tariffs will be adjusted

Å Risks guaranteed covered under: WB/PRG; GoC/Sovereign; insurance

Å Lessons learned so-far:
Å Secure lands early enough and commence public information to avoid unjustified claims for property 

compensation

Å Delays lead to cost increase even when price of gas reduces after

Å Gas supply is not conclusive until PPA deal has been sealed

Å Stakeholders must own only one project timetable

Å Lendersô presence important to speed preparation as they avail to experience elsewhere.



Contractual arrangements




