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“Water dropped, drop by

drop wears away the stone!

© Angola Proverb

Angola’s electricity sector is undergoing
significant changes, creating opportunities
for growth and innovation. In this article, we
explore the sector’s background and current
state, with a particular focus on the role of
rural mini grids.

’

A mini-grid is a network of small-scale electricity generators,
often paired with energy storage systems, that supplies
power to a localised group of customers. These systems
usually operate independently of the national transmission
grid. Rural mini-grids play a crucial role in achieving goals
related to the electrification and development of rural areas.
They help boost the local economy and promote sustainable
growth, providing a significant opportunity for independent
power producers to establish and expand their operations

in Angola. Mini-grids harness renewable energy sources
such as solar, wind, and hydro to deliver sustainable and
affordable power to areas previously beyond the reach of the
national grid by harnessing renewable energy sources such
as solar, wind, and hydro. This development is poised to
drive economic growth, improve quality of life, and support
Angola’s broader electrification goals.
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Energy sector background
and current context

Angola’s power sector has traditionally relied on non-renewable
energy such as fossil fuel, but recent efforts are shifting the
focus toward renewable energy. In 2022, Angola began building
its first solar power plants, marking a significant step forward.
More solar projects are already in progress and expected to be
completed soon, highlighting the country’s commitment to
expanding its renewable energy capacity.

As part of the country’s electrification strategy, the
government is actively promoting IPPs to meet its energy
needs and diversify its power generation sources. One
significant development is the approval of a new legal
framework that encourages private investment in the energy
sector. This framework, established by Presidential Decree
No. 43/2, of February 17, 2021, outlines clear procedures for
private entities to participate in electricity production. This
move supports Angola’s renewable energy goals and creates
new opportunities for independent power producers to
contribute to the nation’s growing energy landscape.

More recently, on May 30, 2023, the government enacted
Executive Decree No. 78/23 on the general guidelines for the
development of rural electrification. This decree’s main objective
is to bring electricity to remote areas of the country that currently
lack access to the national power grid. These guidelines set out
short, medium, and long-term goals to achieve this goal. In the
short term, the plan focuses on the following actions:

® Adopting policies and regulations that encourage private
sector participation in electrification through the installation,
operation, maintenance, and commercialization of energy.

e Implementing tax incentives to stimulate private sector
investment in electrification projects.

¢ Introducing measures to reduce investment risks for
private entities.

® Developing a pilot project for private operators to
install mini-grids to validate and refine the model for
broader replication.

e Establishing a planning unit, the National Electrification
Agency, to execute programs for mini-grids and solar kits
in identified areas. This unit will ensure future public
tenders are well-planned and provide guidance to potential
private operators and financial partners.
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For medium and long-term objectives, the plan aims to
develop large-scale public tenders that consolidate multiple
mini-grids for bidding, with targets set for 2025 and 2030.
This comprehensive approach is designed to progressively
expand electrification, ultimately transforming Angola’s
energy landscape and ensuring sustainable development for
its rural communities.

Angola is increasingly looking towards renewable energy
sources for IPP projects, such as solar power, which is in line
with global trends towards sustainable energy production. The
country offers investment opportunities in IPP projects through
public tenders and partnerships with private companies,
creating an inviting environment for both foreign and domestic
investors. These initiatives encourage participation in
developing Angola’s energy infrastructure, promoting a greener
and more sustainable future for the nation.

The country’s commitment to transitioning away from fossil
fuels demonstrates its readiness to embrace renewable energy
as a key driver for future energy security and environmental
conservation. Investing in sustainable energy projects

and fostering a supportive environment for private sector



involvement positions Angola as one of the leaders in the
renewable energy sector. This transition not only aims to
meet the growing energy demands of its population but also
to ensure that future generations can enjoy a cleaner and
healthier environment.

Challenges in Implementing IPP
Projects in Angola

Despite recent progress and the government’s commitment
to improving the energy sector and reducing reliance on fossil
fuels, IPP projects still face several challenges. These include:

e Navigating Angola’s regulatory environment can be
difficult. Obtaining land rights, environmental permits,
and regulatory approvals is time-consuming and can delay
project timelines.

® Angola’s infrastructure, particularly its transmission
and distribution networks, is not yet fully developed or
interconnected. This can increase project costs and risks.

® Securing financing for IPP projects, especially large-scale
ones, can be challenging.

® Factors such as economic and political stability, currency
fluctuations, and macroeconomic instability impact project
economics and investor confidence.

Despite these obstacles, Angola’s commitment to renewable
energy and ongoing improvements in the sector offer a
promising outlook for the future.

Rural Mini-Grids in IPP Projects’ Development

Expanding the main electricity grid and connecting households
in remote rural areas is often prohibitively expensive and
faces numerous challenges in many African countries. In this
context, mini-grids are recognised as a cost-effective solution
for promoting rural development and connecting surrounding
households and businesses to decentralised distribution systems.

Mini-grids are typically scalable and can be implemented in
phases based on demand and available resources. This allows
independent power producer (IPP) projects to start with
smaller installations and gradually expand their capacity as
the demand for electricity grows in rural areas. Investors
specialising in renewable energy technologies can leverage
sources like solar, wind, or hydroelectric power to create
sustainable and environmentally friendly energy solutions.

By doing so, they positively impact local communities,
improve quality of life, and help Angola achieve its
sustainability goals.

For instance, in July 2022, Angola inaugurated its first two
solar PV power plants in the municipalities of Biépio and
Baia Farta in Benguela province. The project, comprising
more than 500,000 solar panels, boasts an installed capacity
of 285MW. Several solar energy projects are at various stages
of development and execution, including the construction
of 65 solar mini-grids. These mini-grids will generate
approximately 220MW of energy and have an energy storage
capacity of 287MWHh.

This significant progress marks Angola’s commitment to
expanding its renewable energy infrastructure and highlights
the critical role of mini-grids in driving rural electrification
and sustainable development. As the country continues

to advance these projects, it sets a positive example for
other nations seeking to balance economic growth with
environmental responsibility.

Conclusion

Implementing IPP projects in Angola still faces challenges
that require ongoing efforts from the Angolan government

to improve the investment climate, strengthen regulatory
frameworks, enhance infrastructure, and promote stability in
the energy sector. Despite these challenges, rural mini-grids
represent a significant opportunity for private investors.
They can serve as a cornerstone for the development of

IPP projects in Angola, offering a scalable, flexible, and
community-centred approach to expanding energy access.

While there is still much to be done, the good news is that
the Angolan government appears committed to creating the
necessary conditions to promote IPPs to meet its energy
needs and diversify its power generation sources. Renewable
energies, particularly rural mini-grids, will play a crucial role
in extending electricity access in Angola and across Africa,
driving socio-economic development, and encouraging
sustainable energy practices. 8

4
»
y

qInqayBr 8yL

G20¢ ¢onss|



