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As diesel prices exceed #1,010 per litre, industrial enterprises This executive whitepaper from Powergen Engineering
are facing unprecedented pressure on operating margins, Limited provides CFOs and business leaders with a
cash flow stability, and long-term financial planning. For strategic framework to evaluate fuel exposure, model
facilities running a 1MW load profile, annual fuel expenditure long-term energy costs, and implement resilient power

alone can surpass #1.3 billion, making energy one of the infrastructure that protects profitability and operational
largest and most volatile cost centers on the balance sheet. continuity.
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Executive Summary

Energy has transitioned from an operational utility expense to a material
financial risk variable in Nigeria's industrial economy.
With diesel currently averaging #1,010 per litre (2026) and tariff
segmentation driving grid cost escalation, industrial enterprises face
mounting pressure on:

e EBITDA margins
Cash flow stability

Capital expenditure planning

FX exposure

Investor risk perception

For a typical 1MW industrial load operating 16 hours daily, diesel fuel alone
can exceed #1.36 billion annually, excluding maintenance and overhaul
costs.

This whitepaper provides CFOs and finance leaders with:
1.A quantitative model of fuel exposure risk
2.5-year and 10-year cost projection scenarios
3.Capital allocation comparison: Diesel vs Hybrid systems
4.Risk mitigation frameworks
5.A structured energy diversification roadmap
Energy strategy must now sit alongside treasury, procurement, and

corporate risk management.

1. The Financial Reality of Industrial Diesel Dependence

1.1 Cost Structure Breakdown (1MW Profile) -2 Sensitivity Analysis

Operational Assumption: Every 850 per litre increase adds:
e Load: MW = %67 million annually (for 1IMW profile)
¢ Runtime: 16 hours/day At #100 per litre increase:
¢ Diesel Consumption: 230 litres/hour = #134 million annual cost escalation
Annual Consumption: 1,343,200 litres/year For multi-megawatt facilities,
Annual Fuel Cost @ #1,010/L: = #1.36 Billion exposure scales proportionally.
This excludes: Energy cost volatility therefore
¢ Engine overhaul (every 15,000-30,000 hours) directly impacts:
e Lubricants e Operating margin
e Spare parts e Cost of goods sold
e Generator depreciation e Product pricing competitiveness
e Downtime losses e Working capital requirements

e Insurance premiums
Fuel alone can represent 65-75% of total operating
cost in diesel-dependent plants.



2. 5-Year Financial Projection Model

Scenario A: Diesel-Only Infrastructure
Base Year Fuel Cost: #1.36B

Assume 8% annual fuel price escalation.

Projected 5-Year Fuel Spend:

Year 1: #1.36B

Year 2: #1.47B

Year 3: #1.59B

Year 4: §#1.72B

Year 5: #1.86B

Total 5-Year Fuel Cost = #7.99 Billion

This excludes maintenance inflation.

Scenario B: Hybrid System (40% Diesel Reduction)

Diesel consumption reduced by 40%.

New annual fuel cost:

= ¥814 million

5-Year fuel projection with 8% escalation:

= #4.79 Billion

Fuel Savings Over 5 Years: = #3.2 Billion

This demonstrates how energy diversification improves long-term cost
stability.

3. Capital Allocation: CAPEX vs OPEX Perspective

Diesel-Only Model Hybrid Model
Lower upfront CAPEX Higher upfront CAPEX
Extremely high OPEX Lower operating cost
High volatility risk Fuel risk mitigation

e Improved cash flow predictability

From a CFO perspective, hybridization:
e Converts volatile OPEX into predictable CAPEX
¢ Enhances long-term margin stability
e Improves EBITDA consistency

e Strengthens investor narrative



4. FX Exposure & Imported Fuel
Risk

Diesel pricing in Nigeria is influenced by:
¢ Global oil market
e Exchange rate volatility
e Import logistics cost
e Domestic deregulation policies
Fuel volatility introduces:
e Budget forecasting instability
e Margin compression

e Cash flow stress

Solar and gas infrastructure reduce FX dependency.

Energy diversification becomes a treasury risk
mitigation strategy.

6. ESG & Investor Considerations

Institutional investors increasingly evaluate:
e Carbon exposure
e Environmental compliance
e Long-term sustainability metrics
Hybrid and solar infrastructure improves:
e Carbon intensity metrics
e Sustainability reporting
e Access to green financing
e Corporate valuation perception
Energy infrastructure directly influences capital

attractiveness.

5. Energy Risk as Enterprise Risk

Energy instability impacts:
e Production continuity
e Export contracts
e Brand credibility
e ESG performance
e Insurance underwriting
Industrial energy failure is not technical — it is
financial.
Board-level discussions should include:
e Energy risk index
e Fuel dependency ratio
e Uptime KPI
e Cost-per-kWh bench-marking

7. Strategic Energy
Diversification Framework

CFOs should consider a 5-step roadmap:
Step 1: Energy Audit & Load Profiling
Understand real consumption pattern.
Step 2: Fuel Exposure Modeling
Quantify worst-case price scenario.
Step 3: Hybrid Feasibility Analysis
Simulate fuel reduction scenarios.
Step 4: Capital Structuring
Explore:

e Direct CAPEX

e Lease-to-own

e Energy-as-a-Service

e Project financing
Step 5: 10-Year Scenario Planning
Stress test inflation and FX scenarios.



8. Long-Term Enterprise Value 9. Key CFO Metrics to Monitor
Impact

Enterprises that proactively restructure energy e Cost per kWh (blended)
infrastructure benefit from: ¢ Diesel dependency ratio (%)

e Lower operating volatility e Energy cost as % of revenue

¢ Improved profit predictability e Uptime percentage

¢ Enhanced investor confidence e 5-year projected fuel liability

e Reduced downtime risk These should be tracked quarterly.

Stronger competitive positioning
Energy resilience becomes a competitive moat.

10. Conclusion: From Expense Line to Strategic Asset

At %1,010 per litre, diesel is no longer simply a fuel input — it is a multi-billion-naira risk exposure over
a five-year horizon.
Industrial enterprises must transition from reactive fuel purchasing to proactive energy architecture
planning.
Energy infrastructure decisions made in 2026 will materially affect EBITDA stability through 2036.
Forward-looking CFOs must evaluate:

e Hybrid integration

¢ Renewable diversification

e (Gas alternatives

e Structured energy financing
Energy risk management is now financial leadership.

About Powergen Engineering Limited

Powergen Engineering Limited specializes in:
¢ Industrial energy audits

Hybrid system design

Solar power plant EPC

Gas & diesel integration

Medium and large-scale infrastructure deployment
We help enterprises engineer reliable, scalable, and financially optimized power systems.



Executive Consultation Offer

Request a confidential Industrial Energy Contact:
Financial Assessment to receive:

* S-yearfuel exposure projection 10b Akin Leigh Crescent Off Wole Olateju
¢ Hybrid feasibility model Street Lekki, Lagos, Nigeria.

* CAPEX vs OPEX comparison +234-700-777-7717, +234802 313 6645
¢ Risk mitigation roadmap info@powergenltd.com,
powergenltd@gmail.com

www.powergenltd.com



