Downstream Focus

By Ricardo Silva and Sara Frazéo
Miranda & Associados

The Opening Up of a New Sector

ike other African petroleum producers, Angola has been hard

hit by the sharp drop in oil prices, which has negatively affected

the country’s balance of payments, lowered GDP growth, and
reduced the availability of public funds to stimulate the economy and
carry out much needed investment.

The recent turn of events has also introduced a sense of urgency to the
Government’s plan to diversify the economy by investing in the
industrial sector, thus reducing dependence on upstream oil & gas
revenues and lowering the country’s imports of manufactured goods.
Not surprisingly, reducing the country’s importation of refined petroleum
products has been identified as a priority of the Angolan Executive, as
part of its strategy for the downstream sector, as Angola is currently
dependent on imports and relatively low production from the Luanda
refinery to meet its fuel needs. Although the Sonangol Refinery project
in Lobito (known as Sonaref) has been in discussion for a number of
years and some preparatory work has already taken place, the truth is
that production from the facility is still far down the track, and Angola
urgently needs to start producing more refined products.

In the current economic environment, projects such as Angola LNG
(which also contemplates the processing of gas for the domestic market),
and the numerous refinery projects that are currently being considered
(besides Sonaref, there is also talk of the construction of other refineries
including in Soyo and Bengo) would certainly contribute to the
development of the country and to reducing Angola’s annual imports
of refined products. Additionally, the progressive liberalization of the
downstream sector and the withdrawal of State subsidies for fuel, have
also opened up numerous opportunities for private investors, especially
considering the perception that certain State projects may be put on
hold for the time being.

Legal Framework

Seven years have passed since the enactment of the Strategy for the
Liberalization of the Downstream Sector!, which at the time set a
number of ambitious goals for the sector: (i) increasing efficiency in
the refining chain, as well as storage, transport and distribution of fuels,
(ii) encouraging and ensuring national coverage in petroleum products’
distribution, (iii) establishing a more transparent charging system, (iv)
promoting national cohesion by ensuring the same conditions for the
sale of products throughout the territory, and (v) allowing free access
to distribution activities. Fast-forward to 2016, and it appears that the
majority of the recommendations set forth in the Strategy have been
implemented, mostly through the drafting and approval of important
downstream sector-related legislative changes.

The downstream oil industry in Angola is supervised by the Ministry
of Petroleum, with the main statute on this matter being Law No. 28/11,
of September 1, 2011, the law on crude oil refining and storage,

IResolution No. 105/09, of November 19, 2009.
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transportation, distribution and marketing of petroleum products.
However, this general framework has been further regulated by additional
more detailed legislation enacted over time, notably (i) Presidential
Decree No. 132/13, of September 5, 2013, which lays down specific
rules on crude oil refining and the storage and transport of petroleum
products by pipeline, the petroleum products system logistics supervision
system, the operation of wholesale and retail markets, public service
obligations, and the planning and licensing of the petroleum
products system, and (ii) Presidential Decree No. 173/13, of October
30, 2013, which approved the procedures and defined the powers for
the licensing and supervision of facilities for storage of petroleum
products, facilities for the supply of liquid and gaseous fuels
(i.e. fuel stations), and distribution networks connected to liquefied
petroleum gas (LPG) reservoirs.

The legislation currently applicable to the sector foresees specific rules
and requirements for each segment of the downstream value chain,
thus allowing for different opportunities for investors.

At present, Sonangol Logistics (a subsidiary of Sonangol, E.P.) acts as
the logistics supervisor of the Petroleum Products System under a
concession granted by the State. As such, it is responsible for supervising
operators of petroleum products storage facilities (whether or not they
operate terminals for the reception of petroleum products), petroleum
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