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1 Policy and law

What is the government policy and legislative framework for
the electricity sector?

Government energy policy is set out under the Policy and Strategy
for the National Energetic Security, approved by Presidential Decree
No. 256/11 of 29 September. This instrument defines the focus of gov-
ernment policies as:
+  restructuring state-owned companies;
developing a strategic and regulatory framework for renewable
energies;
+ reinforcing powers of the electricity regulatory authority, IRSEA;
revising the legal framework for the electricity sector;
defining an attractive model for private investment and develop-
ment of its legal framework; and
progressively eliminating electricity price subsidies.

The main body of legislation governing the electricity sector is Law
No. 14-A/96 of 31 May, as amended (Electricity Act), which establishes
the general framework of the legal regime concerning the undertaking
of generation, transmission, distribution and use of electrical energy.
These activities are governed, in accordance with the provisions of the
aforementioned statute, by the following principles:
+  permanent supply of energy in adequate terms relative to consum-
ers’ needs and national development;
progressive reduction of costs through rationalisation and effi-
ciency in the resources used down the value chain, from generation
to consumption;
environmental protection in the conception and management of
projects and in the undertaking of activities that make up the elec-
tricity sector’s value chain;
safety of persons and assets and respect for property rights in
the engineering and implementation of projects in the electricity
sector;
compliance with safety rules regarding persons and assets and
respect for property rights in the engineering and implementation
of projects as well as in the use of equipment; and
permanent search for more efficient output levels with the aim of
reducing waste of natural resources and production and accumula-
tion of waste products.

This statute also enshrines the principles of (i) equal treatment and
opportunity in the exercise of the activities of generation, transmission
and distribution of electricity, and (ii) the qualification of the transmis-
sion and distribution of electricity as a public service.

2 Organisation of the market

What is the organisational structure for the generation,
transmission, distribution and sale of power?

The Angolan electricity market is a regulated market whereby the
exercise of the various activities of the value chain tied to the Public
Electricity System (PES) (generation, distribution, transmission, sup-
ply) is subject to concessions and licences, as applicable, granted by the
state.

In general, the Angolan electricity system is divided into two sepa-
rate segments:

- the PES, which encompasses the Electricity National Transmission
Network (NTN) and all generation and distribution infrastructures
tied to the NTN; and
the Non-Tied Electricity System (NTES), which encompasses non-
tied producers, self-producers and non-tied customers (collec-
tively, non-tied agents).

The producers tied to the PES are public service concessionaires or
licence holders who have the obligation to sell electricity to the NTN
concessionaire. Under its capacity as a ‘single buyer’, the NTN conces-
sionaire is required to acquire all power generated by tied producers.
To do so, tied producers and the NTN concessionaire must enter into
power purchase agreements (PPAs), which set out the terms and condi-
tions of their commercial relations.

Subsequently, the NTN concessionaire (in which the Angolan state
must have a majority equity participation or a veto right) must sell the
electricity acquired under the PPAs to the high-voltage (HV) distribu-
tion network operators, at a single price, including those who operate
inisolated systems.

In turn, HV distributors sell electricity to medium-voltage (MV)
distributors who then sell electricity to low-voltage (LV) distributors,
who in turn sell the electric power to the customers, therefore acting
as suppliers.

Without prejudice to the necessities of the PES, the non-tied agents
are committed to the role of strengthening the competitive regime
on the supply and consumer markets of the Angolan electric system.
Hence, non-tied producers and customers are entitled to establish
bilateral agreements, freely negotiated between the parties, govern-
ing the terms and conditions of the supply of electricity. Nonetheless,
the terms and conditions of such agreements must comply with the
Regulation for the Licensing and Security of Electric Facilities and the
Networks Access Regulation, as well as the rules and procedures put
into force by the IRSEA. With the reform of the General Electricity
Law, non-tied producers who wish to sell their electricity to the PES are
no longer required to enter into generation concession agreements or
request the award of a power generation licence.

The commercial relationships established under the regime of the
PES are therefore regulated, with contractual terms and sale prices
administratively set, as opposed to relations with non-tied agents,
whose contractual terms and prices can be freely established by the
parties. Migration of tied customers to the NTES is allowed.

Regulation of electricity utilities - power generation

3 Authorisation to construct and operate generation facilities

What authorisations are required to construct and operate
generation facilities?

The authorisation to develop generation (without prejudice to the
exemption applicable to non-tied producers) activities is granted
through concession agreements, entered into with the Angolan govern-
ment, or through licences granted by the local authority, depending on
the circumstances.
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On the other hand, construction of electric facilities is subject to
the licensing procedures prescribed in Decree No. 41/04 of 2 July, the
Regulation for the Licensing and Security of Electric Facilities.

Under this Regulation, any entity interested in developing new
electric facilities is required to obtain an establishment licence (Which
grants the authorisation for the construction of the facility) and, subse-
quently, an exploration licence, which grants the necessary authorisa-
tion to start operating the facility.

The request for these licences is made to the licensing entity (the
entity within the energy sector Ministry that is competent to conduct
the licensing process), with full details of the project and all other ele-
ments necessary to understand the project as a whole.

The licensing entity may impose any modifications it deems essen-
tial to ensure the safety of the population and assets as well as compli-
ance with the applicable security regulations. In certain situations, the
project may be subject to various consultation procedures, namely with
affected populations or official departments in charge of activities that
are affected by the project in question.

After all the foregoing formalities are successfully concluded, an
establishment licence is granted after the payment of the fee, allow-
ing the commencement of construction. Usually, the project devel-
oper is obliged to finish the construction works within two years of the
establishment licence being granted, although this may be extended
depending on the circumstances.

Following the completion of the construction works, the project
developer should request an inspection to ensure compliance of the
facility with all applicable rules. If it complies, the exploration licence is
granted (no later than 15 days after the inspection) and the facility may
enter into operation.

In certain cases - mostly construction of small facilities that do
not interfere with public domain terrains or assets - there may be an
exemption from obtaining the establishment licence, or both the estab-
lishment and exploration licences.

4 Grid connection policies

What are the policies with respect to connection of generation
to the transmission grid?

Network access of generators is made under the terms of the Network
Access Regulation, approved by Presidential Decree 19/11 of 17 January.

Access to networks must be done in a non-discriminatory fashion
by the RNT concessionaire (see question 9) and tied distributors in
high voltage and low voltage, as long as they have, as applicable, trans-
mission or distribution capacity in the respective network and such
access does not affect the standards of quality of service and security
of supply.

Technical and commercial terms and conditions to use PES net-
works and interconnections vary in accordance with the type of user
and network and must be agreed upon by the relevant agents.

5 Alternative energy sources

Does government policy or legislation encourage power
generation based on alternative energy sources such as
renewable energies or combined heat and power?

Presidential Decree No. 88/13 of 14 June established the Strategic Plan
for New Environmental Technologies, which is divided into two per-
spectives, a transversal and a sectorial perspective. The governmental
body in charge of implementing this project is the General Directorate
for Environmental Technologies.

The transversal perspective aims essentially to promote, dissemi-
nate, foster and raise public awareness towards the use of environ-
mental technologies in Angola, mainly by (i) developing information
campaigns using the existent social media, (ii) implementing infor-
mation campaigns in schools and local communities, (iii) creating
a platform to share information between entities related to the envi-
ronmental technologies industries, and (iv) promoting the country’s
adherence to an international sustainability index.

The sectorial perspective focuses on promoting and implementing
tailored measures and actions by economic sector, including specific
programmes for the following sectors: (i) real estate and construction,
(ii) agriculture and forestry, (iii) industry, (iv) energy and water, (v) oil
and (vi) transportation.

www.gettingthedealthrough.com

Recently the government has also announced the ‘Atlas for the
New and Renewable Energies’ whereby it has committed, until 2025, to
install 800MW of renewable energy generation facilities, and further,
to a target of 7.5 per cent of electricity generated to come from renew-
able energies.

6 Climate change

What impact will government policy on climate change have
on the types of resources that are used to meet electricity
demand and on the cost and amount of power that is
consumed?

Angola is a party to the United Nations Framework Convention on
Climate Change, although currently assuming no binding targets for
emissions reduction.

The main instrument of government policy addressing climate
change and the non-binding commitments assumed is Presidential
Decree No. 88/13 of 14 June (see question §).

7 Storage
Does the regulatory framework support electricity storage
including research and development of storage solutions?

There is no specific governmental policy or legislation concerning
energy storage.

8 Government policy

Does government policy encourage or discourage
development of new nuclear power plants? How?

Angola does not have any nuclear power generation facilities in its ter-
ritory and there is no specific governmental policy concerning the pro-
motion of nuclear power.

Regulation of electricity utilities - transmission

9 Authorisations to construct and operate transmission
networks

What authorisations are required to construct and operate
transmission networks?

Transmission activities and more generally the operation of the NTN is
granted through a concession system. Currently, the transmission sys-
tem operator (TSO) is Rede Nacional de Transporte de Electricidade,
EP (RNT), a state-owned enterprise.

Planning and construction of transmission networks is subject to a
rolling six-year network investment plan prepared every two years by
the TSO. The plan is subject to the approval of IRSEA.

The investment plan shall contemplate:

demand forecast and scenario for the development of generation

facilities considered in the expansion plans for electricity genera-

tion; and

requests for connection of non-tied generators, self-generators,

private supply generators, clients in very HV and tied distributors

in HV and MV;

For each project, the transmission network investment plan must pre-
sent: (i) list of works to be executed; (ii) budgeted amount; and (iii) par-
titioning of costs, for projects involving other entities.

To construct the national transmission network the TSO, as con-
cessionaire, has powers under the Electricity Act to create rights of way
and expropriate immoveable assets and associated rights thereof.

Finally, licensing of transmission facilities follows the rules set
out under the Regulation for the Licensing and Security of Electric
Facilities outlined in question 3.

10 Eligibility to obtain transmission services

Who is eligible to obtain transmission services and what
requirements must be met to obtain access?

The Network Access Regulation grants the right of access to the net-
works of the PES (RNT and tied distribution networks) to the following
entities:

© Law Business Research 2017
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+  holders of a tied concession or licence for the generation of
electricity;
holders of a non-tied concession or license for the generation of
electricity;
tied clients;

- non-tied clients; and

- ‘self-suppliers’ or private suppliers.

Requirements needed to obtain access to the network are established
under a network access agreement (which draft is approved by IRSEA)
which sets out technical and commercial conditions governing such
access as well as the information to be provided by the network user.

11 Government transmission policy

Are there any government measures to encourage or
otherwise require the expansion of the transmission grid?

Increasing the expansion of the Angolan transmission networks and
ensuring (intra-national) interconnection between the various net-
works has been a priority of government energy policy. The length of
the network and number of substations are expected to almost double
between 2017 and 2025 in accordance with the Angolan Strategy for
Energy (Angola Energia 2025).

The high volume of investment needed and the technical difficul-
ties to be surmounted will, however, pose challenges to achieving this
target.

12 Rates and terms for transmission services

Who determines the rates and terms for the provision of
transmission services and what legal standard does that
entity apply?

The tariff system of the electricity sector in Angola has, since 2011, with
the approval of the Tariff Regulation, general rules and criteria for the
setting of tariffs and electricity prices to be practised and complied with
by the entities which undertake activities of generation, transmission,
distribution and use of electricity (regardless of whether or not they
are connected to the PES) as well as for the setting out of costs to be
transferred to the tariffs and the fixing of the allowed revenues to be
attributed to the entities that undertake activities of transmission and
distribution.

Setting of tariffs in the electricity sector is oriented by principles of:

sustainability of the sector;
- general electrification of the country;

support for economic efficiency;

existence of a maximum tariff;
- existence of minimum cost tariffs that are compatible with the

quality of service;

economic and financial equilibria of companies that operate

efficiently;

transparency in the attribution of subsidies to consumers;

support for energy efficiency;
- existence of a single tariff for the entire country; and

transparency in the setting of tariffs.

The tariff structure is established by the competent body of the govern-
ment, under the proposal of IRSEA and is applied by the RNT conces-
sionaire and by the distribution companies to the users connected to
their grids. The actual value of the tariffs is calculated from the formu-
lae established in the Tariff Regulation.

Pursuant to the provisions of this regulation, the costs that may
be transferred to the tariffs are based on the costs of the TSO, accrued
of a reasonable rate of return, calculated in accordance with widely
accepted valuation methodologies.

In relation to the calculation of the revenues of the transmission
network concessionaire, these include: (i) efficient investment costs;
(i) efficient operation and maintenance costs; (iii) other costs neces-
sary to develop the activity in an efficient fashion; and (iv) a fair profit-
ability over their efficient investments.

10

13 Entities responsible for grid reliability

Which entities are responsible for the reliability of
the transmission grid and what are their powers and
responsibilities?

The TSO is the entity responsible for the reliability of the transmission
grid.

It has the powers and responsibilities outlined in the Dispatch
Regulation, approved by Presidential Decree No. 3/11 of § January,
including:

+  coordinate the functioning of the NTN;

monitor output of generation facilities subject to centralised dis-

patch in accordance with a daily production schedule and merit

order;

coordinate unavailability of the NTN and generators subject to

dispatch;

+  receive information on the physical quantification of the existing
bilateral agreements;

manage system services necessary for the equilibrium of genera-

tion and consumption and the safe operation of the electric system;

and

identify needs of service systems.

For these purposes, the TSO prepares a ‘system operation handbook’,
which is approved by IRSEA and further must be made available to all
entities to which the handbook applies (and which are bound by its
provisions).

Regulation of electricity utilities - distribution

14 Authorisation to construct and operate distribution
networks

What authorisations are required to construct and operate
distribution networks?

Distribution activities and more generally the operation of high-volt-
age and medium-voltage distribution networks are granted through a
concession, Empresa Nacional de Distribui¢do de Electricidade, EP, a
state-owned enterprise.

Layout of distribution networks is a result of three-year rolling
plans prepared annually by the distribution system operator (DSO)
which indicate: (i) a summary of the network expansion plans, with
schedules and budget for the main works, notably substations and HV
lines; and (ii) the main characteristics of the HV and MV distribution
networks, notably:

location of substations with indication of apparent installed

capacity;

bottlenecks and capacity restrictions in HV;

maximum and minimum capacity for symmetrical three-phase

short circuit, on the HV and MV bus and substations;

type of connection of system neutral to the earth; and

quality of service indicators (pursuant to the Quality of Service

Regulator set out in the Quality of Service Regulation).

The plan is subject to approval from IRSEA.

15 Access to the distribution grid

Who is eligible to obtain access to the distribution network
and what requirements must be met to obtain
access?

As in the transmission network, requirements needed to obtain access
to the distribution network are established under a network access
agreement (which draft is approved by IRSEA), which establishes tech-
nical and commercial conditions governing such access as well as the
information to be provided by the network user.

Getting the Deal Through - Electricity Regulation 2018
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16 Government distribution network policy

Are there any governmental measures to encourage or
otherwise require the expansion of the distribution
network?

Government policy regarding the distribution network is focused
mainly on ensuring that isolated rural areas (and thus not connected to
RNT) have access to electricity.

In this sense, the ‘Angola Energia 2025’ strategy envisages to have
around 200 rural electrification projects, comprising both closed distri-
bution concessions and isolated systems where a concession shall be
granted for the entire value of the chain (distribution and generation
of electricity).

17 Rates and terms for distribution services

Who determines the rates or terms for the provision of
distribution services and what legal standard does that entity

apply?

In accordance with the Tariff Regulation, as in the transmission net-
work, the costs that may be transferred to the tariffs are based on the
costs of the entities that explore the distribution networks (‘allowed
revenues’), accrued of a reasonable rate of return, calculated in accord-
ance with widely accepted valuation methodologies.

In regard to the allowed revenues on distribution costs, the calcula-
tion of said costs is made taking into account two components: (i) the
remuneration of the activity of distribution through high, medium and
low voltage (named distribution standard aggregated value or VADP);
and (ii) the remuneration of operation and investment costs of the con-
nections to consumers’ facilities (also known as the connection fee).

Regulation of electricity utilities - sales of power

18 Approval to sell power

What authorisations are required for the sale of power to
customers and which authorities grant such approvals?

Sale of electricity under the PES is done by the DSO (or other smaller
distribution concessionaires that are tied to the PES) pursuant to the
competences legally attributed to it.

Otherwise, supply of power to non-tied customers is subject to a
licence granted by the government.

19 Power sales tariffs

Is there any tariff or other regulation regarding power sales?

The price of electricity to the end consumer (both domestic and indus-
trial) under the PES is regulated pursuant to the Tariff Regulation.

Power sales tariffs correspond, in general, to the aggregate of the
allowed revenues of the TSO, the allowed revenues of the distribution
operators and the costs of acquisition of power by the TSO, acting in
its capacity as ‘offtaker’ of electricity under the PES, to the generators.

Power sales tariffs are corrected by: (i) a compensation fund, man-
aged by the offtaker (TSO), which has the purpose of ensuring uni-
formity of sales tariffs across the country (and respective distribution
networks); (ii) promotional tariffs for certain categories of clients; (iii)
extraordinary adjustments proposed by the TSO following changes
in costs arising out of taxation; and (iv) costs with the functioning of
IRSEA, which accrue to the tariffs.

20 Rates for wholesale of power

Who determines the rates for sales of wholesale power and
what standard does that entity apply?

There are no organised markets for the wholesale of electricity. The
TSO, acting as offtaker, purchases electricity from generators under
PPAs entered into with the latter.

For the electricity acquired under the above-mentioned PPAs to
become eligible as a cost reflected in the tariff system, such agreements
must comply with the terms of the Tariff Regulation and further be the
result of public procurement procedures or be agreements that pre-
exist the entry into force of the regulation.

www.gettingthedealthrough.com

Update and trends

The main hot topic in electricity regulation in Angola is arguably the
regulatory impact of the incentives to be enacted regarding promo-
tion of renewable energies.

In particular, under discussion are the feed-in tariff for renew-
able energy facilities with installed capacity up to 10MW (being the
preferred alternative), renewable portfolio standards, certificates
for emission reductions and subsidies for distributors/generators in
close-ended rural networks mechanisms.

Other regulatory incentives envisaged for renewable energy are
simplified licensing procedures and priority of dispatch in the grid
for the electricity generated.

21 Public service obligations

To what extent are electricity utilities that sell power subject
to public service obligations?

Suppliers of power in Angola (ie, the DSO and other distribution con-
cessionaires) are subject to public service obligations, and thus may not
impede access to the network or discriminate between end users.

Regulatory authorities

22 Policy setting
Which authorities determine regulatory policy with respect to
the electricity sector?

The authorities that determine regulatory policy with respect to the
electricity sector are government (central and municipal) and IRSEA.

23 Scope of authority
What is the scope of each regulator’s authority?

Pursuant to the provisions of the Electricity Act, the government is the
entity responsible for defining energy policy. Such policy must promote
the electrification of the country, competition in generation, distribu-
tion and supply markets and incentives to use electrical energy effi-
ciently, and shall also work towards implementing infrastructures and
setting adequate tariffs.

IRSEA is the authority responsible for regulating the electricity
sector, notably the activities of generation, transmission, distribution
and sale of electricity in the PES.

IRSEA is, inter alia, in charge of regulating the business relation-
ship between agents included in the PES and between the PES and non-
tied agents, and the electricity industry, as well as the performance of
duties related to mediation of conflicts of interest between the various
intervenient parties in the industry.

24 Establishment of regulators

How is each regulator established and to what extent is it
considered to be independent of the regulated business and
of governmental officials?

IRSEA benefits from a considerable degree of financial autonomy, as
its costs are supported by the TSO and the generators tied to the PES.
IRSEA also draws revenues from other sources, such as fines imposed
pursuant to the misdemeanours it must prosecute.

Nevertheless, this entity is superintended by the holder of the
executive power (ie, the President of the Republic), and its budget and
annual accounts must be subject to prior approval by the government.

25 Challenge and appeal of decisions

To what extent can decisions of the regulator be challenged
or appealed, and to whom? What are the grounds and
procedures for appeal?

Decisions adopted by government or IRSEA may be challenged on the
grounds that the same do not conform with legal or regulatory provi-
sions or with general principles of public conduct, or are criminal or
misdemeanours, depending on the decision adopted.

11
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Decisions of the government and IRSEA may generally be chal-
lenged either internally (via claims to the same administrative body
or via a ‘hierarchic appeal’) or before the administrative section of the
civil courts.

Acquisition and merger control - competition

26 Responsible bodies

Which bodies have the authority to approve or block mergers
or other changes in control over businesses in the sector or
acquisition of utility assets?

The Angolan legal system does not have legislation governing the pre-
vention of anticompetitive practices or the review of concentrations
between undertakings.

Itis worth mentioning, however, that there are restrictions in trans-
ferring control in utilities: the Electricity Act prohibits the transfer of
concession rights in the electricity value chain without the prior con-
sent of the granting entity (ie, the government).

27 Review of transfers of control

What criteria and procedures apply with respect to the review
of mergers, acquisitions and other transfers of control? How
long does it typically take to obtain a decision approving or
blocking the transaction?

See question 26.

28 Prevention and prosecution of anticompetitive practices

Which authorities have the power to prevent or prosecute
anticompetitive or manipulative practices in the electricity
sector?

See question 26.

29 Determination of anticompetitive conduct

What substantive standards are applied to determine whether
conduct is anticompetitive or manipulative?

See question 26.

30 Preclusion and remedy of anticompetitive practices

What authority does the regulator (or regulators) have
to preclude or remedy anticompetitive or manipulative
practices?

See question 26.

International

31 Acquisitions by foreign companies

Are there any special requirements or limitations on
acquisitions of interests in the electricity sector by foreign
companies?

There are no special requirements regarding foreign companies acquir-
ing interests in the electricity sector. However, acquisitions of Angolan
companies by foreign entities (notably using foreign capital) should
take into account the relevant provisions governing foreign investment
and capital controls legislation.

In particular, the Angolan Act on Private Investment (Law No.
14/15, of 11 August) determines that foreign investment in electricity
assets requires that Angolan nationals (individuals or companies) hold,
atleast, 35 per cent of the capital and voting rights of the entity that will
realise such investment.

32 Authorisation to construct and operate interconnectors

What authorisations are required to construct and operate
interconnectors?

Angolan energy policy (ie, Angola Energia 2025) sets out that intercon-
nection of Angola to the SADC regional network is relevant due to the
country’s reliance on hydroelectric power (necessarily volatile), allow-
ing it to either export or import energy generated depending on the
energy needs of Angola arising from time to time.

Alas, despite the above and the law establishing clearly that inter-
connectors are part of RNT (and thus managed by the TSO), no spe-
cific regulation exists concerning the construction and operation of
interconnectors.

33 Interconnector access and cross-border electricity supply

What rules apply to access to interconnectors and to cross-
border electricity supply, especially interconnection issues?

See question 33.

Transactions between affiliates

34 Restrictions

What restrictions exist on transactions between electricity
utilities and their affiliates?

Concerning exclusively electricity regulation provisions, no express
restrictions exist on transactions entered into between electricity utili-
ties and their affiliates.

35 Enforcement and sanctions

Who enforces the restrictions on utilities dealing with
affiliates and what are the sanctions for non-compliance?

See question 34.
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