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NEW MEANS OF FINANCING FOR ENTREPRENEURS

Six years have passed since the introduction of the Financial Institutions Law — Law 13/05 of 30 September — which made
provision for both leasing and factoring companies as non-banking institutions, but it is only now that entrepreneurs have access
to new opportunities to finance their investments in Angola. These new opportunities come with the entry into force this year
of the regulations on leasing and factoring contracts. These are Presidential Decree 64/11 of 18 April 2011 which approves the
regulations on financial leasing contracts; Presidential Decree 65/11 of 18 April 2011 which approves the regulations on the
activity of financial leasing companies and Presidential Decree 95/11 of 28 April 2011 which approves the regulations on the
activity of factoring companies and factoring contracts.

In a country known for extensive natural resources with great potential, financing for the development and implementation of
projects associated with transforming these natural resources normally involve huge amounts of financial capital and are, in most
cases, associated with funds coming from abroad. Funds coming from inside the country have, to date, been necessarily scarcer
because the bank loan contract has played the leading role bringing with it all the difficulties associated with this type of financing
mechanism.

The entry into force of these Regulations and the consequent broadening of the range of financing mechanisms available in the
Angolan economy will lead to a great increase in new institutions specialising in offering these new types of financing and it will
certainly also lead to a much greater range of financing products being offered by existing banks.

Leasing will allow entrepreneurs to obtain financing and, at the same time, give them access to the assets and equipment they
need for their operations which would normally have required them to bring large amounts of their own capital into the Angolan
market for acquisition and installation.

As to factoring, this will permit better financing of working capital as, by using this facility, it will be possible to have faster access
to revenue due from clients but yet to be paid. This will enable companies to better manage their cash by getting the working
capital necessary to finance their operations on time, which is fundamental to sustained growth.

However, the Central Bank (“BNA”) still has to define a number of procedures relating to leasing and factoring operations, and
also all the instructions of a technical or other nature necessary for the proper application of the new legislation that has been
introduced.

BRIEF NOTES ON THE LEASING CONTRACT LEGISLATION

Under the provisions of these regulations, only banking institutions and financial leasing companies can provide anything under
financial leasing, whether real or personal property, as a regular activity. The leasing contract may be made in a private document
(with or without witnessing of the signatures, depending on whether or not it deals with real or personal property). The respective
form of this document will have to be approved by the BNA, and the contract may not have a duration of greater than 30 years
and is deemed to be reduced to this limit if provision is made for a greater duration. However, and at the end of the contract, if
the lessee does not take up the option of acquiring the leased property, the parties can enter into a new financial leasing contract.
The start of the leasing can be made conditional, by agreement between the parties, upon the actual acquisition or construction
of the leased asset.

During the period the contract is in force, the instalments paid must cover the depreciation of the leased asset and also the costs
and profit margin of the financial leasing company. The acquisition price must correspond to the presumptive residual value of the
leased asset at the date the contract comes to an end.

It should be noted that the lessee must insure the leased asset as the risk falls on the lessee. It should also be noted that the early
payment of instalments as a means of guaranteeing the leased asset cannot exceed the period of six months.

FINANCIAL LEASING COMPANIES

Financial leasing companies must be set up in the form of a sociedade an6nima (“SA”,) (one of the forms of limited liability
company in Angola) and the terms and conditions of the realisation of capital will be determined by the BNA. Bearing in mind
the transparency of the system, financial leasing companies may not acquire their own shares (unless they have authorisation
from the BNA). Furthermore, such companies may not acquire or possess real estate other than that which is necessary for their
own premises and may not provide complementary operational leasing services. The law also places restrictions on the means of
financing for financial leasing companies meaning that they may only obtain financing through: (i) use of their own funds, (ii) the
issues of bonds or commercial paper, (iii) bank financing, (iv) credit from the suppliers of leased assets, (v) cash injections and loans
from shareholders and (vi) cash operations, when allowed by the law.
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BRIEF NOTES ON THE FACTORING CONTRACT LEGISLATION

The actual relationship between the factor and seller takes on special relevance in the factoring contract. This legal relationship, in
the form of a written contract, governs, among other issues, the form and type of operations and the risks accepted, the amount of
the advance on the accounts receivable sold, as well as the remuneration and the costs involved.

It is also important to point out that the law lays down a system of incompatibilities under which factoring companies may
not enter into factoring contracts with companies that have a stake greater than 10% in their capital unless they have specific
authorisation from the BNA for this purpose. Furthermore, the law also makes provision for the acceptable forms of financing of the
activities of factoring companies which are similar to the form of financing allowed for financial leasing companies.

THE ASSIGNMENT OF ACCOUNTS RECEIVABLE IN FACTORING

Under a system very similar to the one established for financial leasing companies, the assignment of accounts receivable to the
factor can be made on a recourse or non recourse basis. Contracts that provide for the right of recourse allow the factor to require
the seller to pay the account receivable if it is not settled by the debtor by the due date. In other words, the account receivable
transferred to the factor is transferred back to the seller. If the contract provides that the accounts receivable are transferred on a
non recourse basis, the factor assumes the whole of the risk of non-payment of the same. In other words, the risk of the account
receivable is transferred definitively to the factor.

DIFFICULTIES IN THE IMPLEMENTATION OF FINANCIAL MECHANISMS

We can expect some difficulties in the implementation of these new financial mechanisms in the Angolan market. First of all,
there is the difficulty in gathering all the information associated with these types of mechanisms, such as economic and financial
information on the activity of the companies which is normally required by the lessor and the factor. There is also the question of
mandatory registration - which is an essential part of the transaction - of the real estate and personal property associated with these
financial mechanisms and the well-known problems of the delay in dealing with registration at the relevant Angolan Registries.
These situations could adversely affect the speed of implementation of these new financial products and, at worst, this could
compromise the effectiveness of the new financing solutions introduced by these Regulations.

GREATER AUTONOMY

However, and despite some obstacles we can foresee in consolidating these new financial mechanisms, we are witnessing in the
Angolan market and in the area of capital, a country that is increasingly turning towards solutions of concentration of capital in the
internal market and is increasingly trying to reduce its dependence on foreign capital and funds. We have also seen that Angola is
trying to develop financial instruments to make available to companies and individuals with a view to adapting it legislation to the
current situation, a situation in which there is a growing need to find means of financing for investment and growth in the country.

This Newsletter is intended for general distribution to clients and colleagues and the information contained herein is provided as a general and abstract overview. It should
not be used as a basis on which to make decisions and professional legal advice should be sought for specific cases. The contents of this Newsletter may not be reproduced,
in whole or in part, without the express consent of the author. If you should require further information on this topic, please contact Luis Saragga Leal (luis.saraggaleal@
plmj.pt) or Manuel Santos Vitor (manuel.santosvitor@plmj.pt).
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