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Chronic energy and development needs, climate change, and geopolitical shocks shaping Africa’s energy transition narrative
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Stranded Assets: The Nexus Between Extractives, Climate,

& the Circular Economy Within the African Extractives
Sectors

Energy Transition and Stranded Assets: What does the Future Hold
Sfor Africa?
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e Africa can be the global growth pole for the energy transition and drive to
net zero towards the temperature goal of the Paris Agreement.

* But, a compelling just and equitable energy transition in Africa must be:
v' Defined by Africa
v Led by Africa

v Based on optimal use of the continent’s abundant renewable energy and
critical mineral resources

v' Involve Africa’s private sector and domestic markets
v Supported by international partners

v' Attractive to FDI

Because Africa has huge development gaps to close at speed and scale
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Without a smart and strategic transition from fossil fuels, Africa remains vulnerable

 Africa is a mix of net exporters and importers (42) but as a region net
exporter of crude oil and net importer of petroleum products

* High dependence on oil and natural gas for national revenues
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Africa’s energy paradox: Lack in abundance

African countries need plenty of secure, affordable and reliable energy to:
* recover better from COVID-19 pandemic & provide better health and education services

e industrialize & trade

* boost economic growth, reduce poverty, and increase inclusion
e cater for population growth, increasing urbanization, and climate change.

Abundant energy resources — fossil and renewable:

Abundant renewable resources:

e 20,000 MW of geothermal

* 350,000 MW of hydropower

110,000 MW of wind

 Abundant solar irradiation: 40%
of global solar irradiation but
only about 1.5 percent of global
solar power capacity
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Abundant fossil resources:

e Africa has good reserves of oil and natural gas.

In 2020

7.2% of worlds 1.73 trillion barrels of crude oil reserves
7.8% of world’s 88.4 million barrels per day production
7.6% of world’s 207 trillion cubic metres of gas
reserves

6.2% of the world’s 3.9 trillion cubic metres of natural
gas
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Africa’s energy paradox

Abundant energy resources — fossil and renewable, Yet:

78% (560 million) of people globally without access to
electricity

36% of 2.6 billion people without access to clean cooking
3.3 percent of global consumption of primary energy

3.2 percent of the 27,005 terawatt-hours of electricity
generated globally

3 percent of global energy use in industry

3.5 percent of global installed electricity capacity of 7,100
gigawatts

Less than 2 percent of global clean energy investments
over last 10 years

Very low consumption

Low installed capacity

Excluding South Africa and North African
countries, rest of Africa has similar installed
capacity as South Africa

Average per capita consumption (kWh/year)

China
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World Bank Development Indicators

Limited and weak transmission and distribution; low cross-border trade in electricity
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To meet its SDG objective
1250GW

7.5

250GW

&
2030 2050

Africa will need to nearly double its present electricity generation
capacity by 2030 and increase it by at least five-fold by 2050.
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capacity can be from ¢
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A compelling energy transition in Africa is a win-win opportunity

Africa’s electricity mix
5% 0%

29%

Coal m Oil
®m Natural Gas ® Nuclear
®m Hydro ®m Other Renewables
B Other

Opportunity to scale up clean energy, industrialize and
transform critical minerals for global electrification

Private sector investment is central to the transition

Countries can take opportunity to address policy and
regulatory barriers to investment

Opportunity for strengthened international partnerships to
de-risk investments

Huge investments in transmission (including cross-border
infrastructure) and distribution needed

Opportunity to accept natural gas as a transition fuel for:
v’ accelerated deployment of variable renewables
v Phase-out of more polluting fuels — coal & HFO

v’ transition to green hydrogen economy
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Addressing investment challenges for the transition: ECA’s SDG7 Initiative for Africa

The initiative is a mechanism built on three pillars - sustainability, governance and finance — to bring
together countries, financiers and developers of clean energy projects to align interests and combine
scale and speed to fast-track financing from the private sector for deployment of clean energy in Africa.

Less than 2% of global clean Sustainability

energy investments flow to

Africa (just a few countries:
South Africa, Kenya,
Morocco, Egypt and

Zimbabwe)

Supports achievement of Sustainable
Development Goals (SDGs) through
long-term financing for clean energy
solutions, environmental sustainability
and business sustainability
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Governance

Adheres to responsible investment
principles such as those promoted by the
UN-supported Principles for Responsible
Investment, covering environmental,
social and governance factors

3,

Finance

Mobilizes private-sector finance through
bonds issued in capital markets and
putting in place risk-mitigation
instruments to fast-track investments for
a bundle of clean energy projects covering
different countries and technologies.

LEVERAGE

Political will and
leadershipina
number of African
countries

Low interest

World -renowned
investment
expertise and
resources

Experiences of
major clean energy

Big portfolio of
announced
renewable energy
projects

Declining costs of
renewable energy
technologies

rates globally
project developers
in Africa

First issuance local currency green bond of 3 billion rand by PIMCO and South Africa. Preparations are
ongoing for similar issuances in other African countries, including Senegal
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Addressing investment challenges for the transition: Mobilizing Africa’s private sector

Team-Energy Africa

African business investing to power Africa’s prosperity

regulatory reforms/
Sustainability

Power sector

regulato
rg?mmyw Team- Enegy Africa
Sustainability  Ater e e s Ay

(e.g. PIMCO Pan-African
Financial Institutions)

Portfolio of clean energy projects
across countries and technologies

Opening access to Africa’s capital for Africa’s development.
A group of African investors who know the continent best

Able to work more effectively with member States to address
key policy and regulatory barriers

Brings together the combined efforts of individuals investors,
pro&ect developers, financial institutions, power pools and policy
makers

Ensure economies of scale and speed in mobilising investments
Supports projects and member States with local currency debt
Better understanding of local and international landscapes

Innovative business models for domestic resource mobilisation
to invest not only in power generation but also in the important
areas of transmission and distribution.

Contribution to quality jobs, energy access and climate action

Helps to create a level playing field for investment in clean

energy In Africa, including thro_ulgh Increased transparency and

g\r}pmotlon of the governance pillar of the SDG7 Initiative for
rica.

‘ . . - - - www.uneca.org



Some guiding questions for discussion

- What does Net Zero imply for Africa? What are the challenges/opportunities posed by
climate change and the global drive for net zero for Africa?

- What would constitute a just and equitable transition for Africa? Who defines it?

- What are the limitations of harnessing Africa’s abundant solar, wind and hydro renewable
energy resources?

- What guarantees do we have that investments in hydrocarbons will not become stranded?

- What role can the AFCTA play in the African energy transition and the global drive to net
zero?

- What limits African countries from having an intra-regional solution for a just transition?
- How can Africa finance its own energy transition?

- What lessons can Africa learn from China and Europe’s Green Deal?
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