
THE 2018 METER ASSET PROVIDER REGULATION  PROBLEMS AND PROSPECTS. 

  by Ishaya Amaza and Okwurionu 

I n t r o d u c t i o n  

With the enactment  of  the Electric  Power  Sector  Reform  Act  (EPSRA) in 2005 and  

the subsequent  privat isation  of  Nigeria's  el ectricity  sect or  i n 2013,  the pr ovisi on  of  

meters to el ectricity  customers to ensure efficient  bil l ing  and coll ection of  

electricity  tariffs  became the statutory responsibility  of  the electricity  distribution 

companies (Di sCos) .  

   

However,  the DisCos have been unable  to finance the acquisiti on and installation  

of  meters,  whi ch in turn has allowed hig h commerci al  and collection losses t o 

conti nue to plague Nigeria's  electricity  sect or.  Furthermor e,  the DisCos have  

perpetuated  the pract ice of  bil l ing electrici ty  customers  on an estimated basis  and 

not  on the basis  of  actual  electricity  consumed.  

 

Previous  initiatives  such as the Credited  Advance  Payment for  Metering  

Implementation (CAPMI)  Scheme have not  yielded the desired result  in closing  the 

metering gap.  The CAPMI Scheme permit ted electricity  consumers to acquire and 

install  metres  throug h self-finance.  However,  even though customers made  payment s 

for  the provisi on  of  meters,  DisCos were  sti l l  unable  to pr ovi de the meters.  

 

In a bi d to  eliminat e the estimated bill ing practices i n the Nigerian Electricity  

Supply Industry  (NES I),  attract  private i nvestment  into a  viabl e  metering  services  

industry,  cl ose  the metering  gap  through  acceler ated  meter  roll  out  and enhance  

revenue assurance  for  the NESI,  the Nig eria Electricity  Regulatory Commission  
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(NERC) has i ssued the 2 0 1 8  M e t e r  A s s e t  P r o v i d e r  R e g u l a t i o n s  (the Regulations).  

The Regulations  wer e made under Section 96 of  the EPSRA.   

 

O b j e c t i v e  

The objective of  the Regulati ons  is  to  pr ovide  standard  rules  to  encour age the 

devel opment  of  i ndependent  and competi tive meter  services  i n the NESI.  Under 

the Regulations,  the NERC  shall  l icence  pre-qualified  Meter  Asset  Provider s  (MAP)  

who will  f i nance,  supply,  install ,  mai ntai n and where  necessary,  replace  electricity  

end-user  electricity  meters.   

 

L i c e n s i n g  o f  M A P  

As a f irst  step  in the l icenci ng  process,  NERC shall  prequalify  applicants  by  

conducti ng  due  diligence  on the applicant s  and i ssui ng  a  -Objection'  t o enable  

them to participate i n the pr ocurement  pr ocess.  NERC shall  al so appoi nt  a  Tender 

Auditor  who shall  audit  the bi d process  conducted by  the DisCos.  The  Di sCos will  

lead the procurement  process  for  the MAP and will  request  pr ospective  MAPs t o 

submit  their  bids.  Upon fi nal  evaluati on  of  the submissions,  the DisCos will  name  

the successful  bidder  and will  offer  to  enter  into  a  Meter  Service  Agreement  (MSA) 

with the successful  bi dder  for  the provi sion of  metering  services.   

 

The successful  bidder  shall  then apply  to  NERC  for  the grant  of  a  MAP permit,  and 

NERC  shall  issue  the permit  if  i t  is  sati sfied that  the appli cant  has met the requi site  

statutory,  technical,  technol ogical  and l ocal  content  requirements  as  provided  in 

the Regulations.  These i nclude the experience and expertise of  the  

director s,  management  and technical  staff,  its  busi ness plan,  and any relevant  

experience  in asset  f i nance,  metering and other  related busi ness.  

 

A successful  application i s also dependent  on the applicant  MAP demonstrating  

that  not  less  than 30% of  its  contracted  metering  targets i s  sourced  from l ocal  

meter  manufacturing /assembling  compani es.  
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C o n t r a c t u a l  F r a m e w o r k   

The Regulations req uire the MAP to enter  into Meter  Service  Agreements  (MSA) 

and Servi ce  Level  Agreements  (SLA) wit h the respective  Di sCos.  The  MSA i s  to 

provide  for  the means of  payment f or  the meters,  and the number of  meters  that  

the MAP will  deploy  under  the agreement.   The SLA, on the other  hand,  allows the 

DisCos and the MAP to expressly state  the services t o be rendered and the  degree 

of  performance  expected from  the MAP.  

 

The DisCos and MAP are  required  to comply with the provi sions of  the  Meteri ng  

Code,  the Guidelines for  Certification of  Metering  Servi ce Provider  and other  

relevant  Regulati ons.   

 

The procedure  may be summarised as foll ows:  

S t e p  1  

 

P r e q ua l i f i c a t i o n  b y  N E R C  t h r o ug h  a  

d ue  d i l i g e n c e  e x e r c i s e  a n d  i s s ua n c e  o f  

-  

S t e p  2  

 

T h e  p r o c ur e m e n t  p r o c e s s  i s  un d e r t a k e n  b y  t h e  

D i s C o s  a n d  a n  o f f e r  l e t t e r  g i v e n  t o  t h e  s uc c e s s f ul  

b i d d e r .  

S t e p  3  

 

T h e  s u c c e s s f u l  b i d d e r  m a k e s  a  f o r m a l  

a p p l i c a t i o n  t o  N E R C  f o r  t h e  g r a n t  o f  a  

p e r m i t .  

S t e p  4  

 

E v a l ua t i o n  o f  t h e  a p p l i c a t i o n  b y  N E R C  t o  e n s u r e  i t  

m e e t s  t h e  s t a t ut o r y ,  t e c h n i c a l ,  t e c h n o l o g y  a n d  l o c a l  

c o n t e n t  r e q ui r e m e n t s  o f  t h e  r e g u l a t i o n .  
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S t e p  5  

 

 

 

 

 
G r a n t  o f  Me t e r  A s s e t  P r o v i d e r  l i c e n c e  

b y  N E R C .  

S t e p  6  

 

E x e c ut i o n  o f  MS A ,  S e r v i c e  L e v e l  A g r e e m e n t s  a n d  a n y  

o t h e r  r e l a t e d  a g r e e m e n t s  b e t w e e n  t h e  D i s C o s  a n d  t h e  

MA P .  

O p e r a t i o n a l  R e q u i r e m e n t s  

The MAP licence for  meter  f inanci ng,  pr ocurement  and other  related matters  is  

valid f or  15  year s from the date NERC i ssues the permit.  It  is  expected  that  the MAP 

can recover  the cost  of  the asset  and an acceptable  return  on investment  over  a  

period of  10  (ten)  years.  

 

It  is  worthy  of  note  that  a  permit  i ssued t o a  MAP is  only  valid for  a  specific  

procurement  pr ocess  by a  Di sCo.  The  impli cation  of  thi s i s  that  a MAP that  intends 

to provi de it s services to  other  DisCos shall  be required to acquire several  permits 

after  successful  participation  in procurement  processes.   

 

F i n a n c i a l  P r o v i s i o n s  

The MSA between  the Di sCo  and the MAPs shall  provi de  for  payment security  to  be 

given t o the MAPs.  The Regulations  provi de that  the MAPs shal l  be pai d a Metering  

Service Charge.  Thi s Charge will  be pai d by end-use  consumers  to  DisCos as  part  

of  the tariff  for  electr icity  consumption.   

 

The Di sCo shall  then remit  this  Charge  to t he MAP  to off-set  the capital  cost  of  the 

meter  as well  as  ongoing  operational  and maintenance  cost s.  To ensure  timely 

disbursement s,  the Metering  Service  Charge shall  be ring-fenced to an account  

dedi cated to the payments of  the charge to MAPs.  Electricity  customers may al so 
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elect  to  f inance  thei r  meter  asset  by  making an up-front  payment for  the meter.  

These cust omers  would not  be l i able  to pay a Metering  Service Charge.   

 

I n t e r m e d i a t e  P r o v i s i o n s   

Under the Regulati ons,  meter s deployed under this MAP framework woul d not  form  

part  of  the  Regulatory  Asset  Base;  only  meters  i nst alled by  the DisCos as  

at  31  December 2018,  will  form part  of  the Regulatory  Asset  Base.  All  meter s 

deployed post-December  2018 would be structured under  the MAP framework.  

 

The implication of  t his i s that  consumer s who obtai ned their  meters  from  the 

DisCos bef ore 31  December  2018  would not  be required  t0  pay  any Metering  Servi ce  

Charge,  as their  el ectricity  tariffs  have been calculated using  the building  block  

approach which provides a  return on capital  expenditure.  On the other  hand,  

consumer s  who obtai n their  met ers  post- December  2018  and are part  of  the MAP 

framework would be charged  a  fee  to  cover  the Metering  Service Charge  in addition 

to their  electricity  tariffs.  

 

O u r  T h o u g h t s  

The introduction of  the Regulations  is  an excellent  step  towards  cl osi ng  the 

metering gap,  which  itself  is  necessary f or  the efficient  collection of  electricity  

payment s and reducing  the i l l iquidity  i n the sector.  The Regulations appear s  to  

provide  sufficient  contractual  freedom  for the  MAPS and the Di sCos.  This  is  

evidenced  by  the req uirement  f or  the MAP and Di sCos to enter  into an MSA  and 

SLA. Both  parties  ar e also free t o  agree  on a  payment  structur e and security  that  

will  be acceptabl e to the MAP. Furthermor e,  the provi sions of  the Regulations will  

prevail  agai nst  all  ot her  Regulations/Codes,  i ncludi ng  the Metering Code which 

ordinarily  regulates t he provi sion of  meter ing services.    

 

This contractual  freedom  woul d guarantee  more  i nvestor  confidence  than a  regime  

where the r espective obligations,  l i abili t ies  and rights will  be determined  and 

curtailed by regulati on.   
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Also,  the Regulations  provide for  specific  t imelines  for  the DisCos t o undertake the 

procurement  and eng agement  of  the MAPs.  The Di sCos are required to conclude 

the procurement  process and engagement  of  MAPs withi n an approximate  period of  

4 months commencing on 3  April  2018.   

 

Connected  to this  i s  the right  of  NERC  t o audit  the pr ocurement  pr ocess and the 

prohibition  placed on DisCos,  their  core investors,  subsi diaries,  affi l iates,  

director s and their  relatives  setting up,  owning  shares  or  holdi ng direct or ships  and 

senior  management  positions in a MAP. The above pr ovisi ons  are geared t owards 

ensuring that  the procurement  pr ocess  of  the  MAPs are  tr ansparent  and the 

contractual  rel ationships entered i nto shall  be at   l ength.   

 

Finally,  the Regulati ons give justification to NERC t o take necessary action to 

drastically  reduce  the DisCos'  ability  to  deliver  estimated  bill i ngs t o customers.  It  

provides that  within 120 days from the commencement  of  the Regulations,  NERC  

shall  i ssue an Or der t hat  will  cap the bil l s  of  unmetered  Cust omers.  

 

Nonetheless,  the provisions  of  the Regulations  rai se a key concern:  it  restricts  a 

MAP to a specific  DisCo and requires the MAP to acquire sever al  permits if  i t  wants  

to provi de metering  services t o other  DisCos.  This may  be too cumber some for  a  

prospective MAP.  In our  view, it  is  suffici ent  to require the MAPs to merely  obtai n 

a  Objection'  from NERC before participating  in other  procurement  processes,  

without  requesting  that  they  obtain a  permit  for  each  distribution network to whi ch  

they intend to r ender  servi ces.  

 

Given the fact  that  this framework seeks to encourage pri vate investment  i n 

electricity  metering and to ensure  a swift  meter  roll-out,  it  will  be more expedient  

to reduce the regulat ory  processes required to achieve  these objectives.   
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C o n c l u s i o n  

The MAP framework appear s to  be a  viabl e means for  the eradi cation  of  estimated  

bill ing and ensuring  a more  efficient  way of  reducing  collecti on losses in  the NESI.  

However,  thi s can only be  achieved  if  ther e i s  an adherence  to and enf orcement  of  

due process i n the procurement  process,  and proper  impl ementation  of  the  

metering servi ce charge in a transparent  manner.  It  is  expected that  success of  the 

Meter  Assets  Provi ders regime  will  r elieve the Di scos  of  the burden  of  providi ng  

metering services  and enable  them  to give more  focus on their  core  responsibility  

of  power distribution.   

 

Also,  Nigerian-owned meter  manufacturing  compani es and meter  assembling  

plants  can expect  to a have greater  participation  in the metering industry  as MAP s 

are required t o obtai n at  least  30% of  thei r  meters  from  local  sources.  Thi s may,  in 

turn,  lead to additional  foreig n direct  investment  int o the country,  while also 

ensuring transfer  of  t echnology  t o Nigeria.  

 

 

 

 

If you would like to get more information on this, you may contact the Energy Practice Group of the 

firm through its email address: energy@aelex.com.  

 

LEX is a full-service commercial and litigation law firm. It is one of the largest law firms in West Africa with 

offices in Lagos, Port Harcourt and Abuja in Nigeria and Accra, Ghana.   

 

Contact us at: 

4th Floor, Marble House,   

1 Kingsway Road, Falomo Ikoyi,  

Lagos, Nigeria 

Telephone: (+234-1) 4617321-3, 2793367-8, 7406533, E-mail: lagos@aelex.com   

To see our other office locations, please click HERE 
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