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Directive No. 1067/2025
A Directive Providing for on Structural Cost
Reduction and Enhanced Transparency in the
Power Sector

WHEREAS, the Federal Democratic Republic of
Ethiopia is implementing the second phase of its
Economic Reform, with the overarching objective of
ensuring macroeconomic stability, fostering a
conducive environment for trade and investment,
enhancing the productivity of key sectors, and
strengthening the efficiency of public service delivery;
and in this context, the Government has identified
energy sector reform as a strategic pillar essential to
achieving structural transformation and sustained
national development;

WHEREAS, the Government is committed to
expanding access to reliable, modern, and sustainable
energy services; improving governance, transparency,
and accountability within the energy sector; and
promoting private sector participation, while ensuring
that cost reductions and enhanced efficiency remain
central to long-term affordability and service quality
under the energy sector reform agenda;

WHEREAS, the establishment and implementation of
an Integrated Least-Cost Power Sector Development
Plan is critical for guiding strategic investments,
optimizing resource allocation across power
generation, transmission, and distribution
infrastructure, and preventing the development of
uneconomical projects; and given prevailing fiscal and
monetary constraints, adherence to such a plan is
necessary to ensure cost-effective and sustainable
energy sector expansion;

WHEREAS, the Government is undertaking measures
to reorient State-Owned Enterprises toward greater
operational and commercial efficiency, and recognizes
that strengthening the regulatory framework
governing both public and private actors in the energy
sector is essential for unlocking their contribution to
socio-economic development and national prosperity,
the Government is committed to the development of a
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National Sustainable Energy Development Strategy to
guide the long-term transformation of the sector;

NOW, THEREFORE, the Ministry of Finance,
pursuant to the authority vested in it under Article 65
sub-article 2 of the Proclamation No. 1076/2018,
hereby issues the following Directive.

1. Short Title

This Directive may be cited as the “Directive on
Structural  Cost  Reduction and  Enhanced
Transparency in the Power Sector, No. 1067/2025.

2. Definitions

For the purpose of this Directive, unless the context
otherwise requires:

1) “Ministry” means the Ministry of Finance of the
Federal Democratic Republic of Ethiopia.

2) “Plan” means the Integrated Least-Cost Power
Sector Development Plan developed and
periodically updated in accordance with this
Directive.

3) “Public-Private Partnership (PPP)” shall have
the definition provided under Proclamation.

4) “Deviation” means any proposed generation
capacity addition or supply expansion project that
is not included in or aligned with the published

Plan.
5) “Government-to-Government  transaction”
means a bilateral agreement or project

arrangement directly entered into between the
Government of Ethiopia and a foreign
government or its designated entity, typically
under the modality provided in PPP Proclamation
No. 1076/2018 as amended by Proclamation No.
1283/2023.

6) Power Purchase Agreement (PPA)” means a
legally binding agreement between a power
producer and an off-taker for the sale and
purchase of electricity.

7) “Proclamation” shall mean the Public Private
Partnership Proclamation No. 1076/2018 and its
amendments.
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8) ""Board™ means the PPP board established
pursuant to the Proclamation

3. Scope of Application

1)

2)

3)

1)

2)

This Directive shall apply to all power sector
investment projects, including generation,
transmission, and distribution infrastructure.
This Directive governs projects implemented
through Public-Private Partnerships under the
Proclamation,  Government-to-Government
(transactions, and projects directly financed
and developed by the Government of Ethiopia
or its State-Owned Enterprises.

The Directive shall be binding on all

contracting authorities, implementing
agencies, State-Owned Enterprises, and public
institutions involved in the planning,

procurement, approval, or execution of energy
infrastructure projects within the meaning of
sub-article (1) of this Article, without prejudice
to responsibilities prescribed under applicable
laws.

Preparation and  Transparency  of

Integrated Least-Cost Plan

The Ministry of Water and Energy shall, in
cooperation with the relevant government
body, establish and maintain a transparent
mechanism for the development, periodic
revision, and public dissemination of the

Integrated Least-Cost  Power  Sector
Development  Plan,  covering  power
generation, transmission, and distribution
infrastructure.

The Ministry of Water and Energy shall
identify and engage relevant stakeholders, and
shall conduct public consultations during the
preparation and revision of the Plan. Such
consultations shall include, but not be limited
to, representatives from the private sector, civil
society organizations, and technical experts.
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3) The Plan shall finally be approved by the
Board and updated at least once every three
years, reflecting evolving demand forecasts,
technological developments, resource
availability, population growth, urbanization,
and other relevant economic and social
considerations.

4) The most current version of the Plan, together
with its underlying assumptions and
methodologies, shall be made publicly
accessible through the official website of the
Ministry of Water and Energy and the Ministry
of Finance.

5.  Adherence to the Plan in Capacity Additions
and Supply Expansions

1) Any proposed generation or supply expansion
project that deviates from the Plan shall be
subject to validation by the Ministry of Water
and Energy.

2) Following the validation provided under sub-
article 1 of this Article, approval from the
Board shall be required before any deviation
may proceed.

3) Requests for deviation must include a detailed
and substantiated rationale, demonstrating
compelling technical, financial, or strategic
grounds for departure from the Plan.

4) The rationale for approved deviations, along
with the validation report and joint approval
decision, shall be published on the official
website of the Ministry within forty-five (45)
days of such approval.

6. Competitive Procurement for Public-Private
Partnership Investments

1) All new public-private partnership (PPP)
investments identified in the Plan shall be
procured through a competitive process, in
accordance with the Proclamation, unless
exempted under Sub-Article 2 of this Article.
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2) Competitive procurement shall not be required

for:

a) Government-to-Government
arrangements, provided that:

(G2G)

(1) The transaction is reviewed and
validated by the Petroleum and
Energy Authority at an early stage
for consistency with the Plan, the
objectives of Investment
Proclamation No. 1180/2020, and
the Proclamation;

(2) The Authority submits a justification
to the Board detailing the strategic
rationale,  cost-benefit  analysis
benchmarked against market rates,
and confirmation of alignment with
the Plan’s least-cost principles;

(3) The exemption is formally approved
by the Board and recorded in a
public resolution, consistent with its
mandate under the PPP legal
framework.

b) Power Purchase Agreements signed
prior to the effective date of this
Directive, provided that:

(1) The PPA was lawfully concluded
under the legal framework in force at
the time of signing;

(2) The project remains consistent with
the Plan’s technical and financial
objectives; and

(3) No material amendments or
capacity expansions are proposed
after the effective date.

3) All exemptions granted pursuant to Sub-

Article 2 shall be published on the official
website of the Ministry within fourteen (14)
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days of approval, except for information
classified as sensitive under applicable
national security laws or regulations.

Plan

Delegation of Responsibilities for

Updates

1) Ethiopian Electric Power (EEP) shall be
responsible for reviewing and preparing
updates to the Plan with respect to generation
and transmission infrastructure, and for
submitting corresponding data, analysis, and
recommendations to Ministry of Water and
Energy.

2) Ethiopian Electric Utility (EEU) shall be
responsible for reviewing and preparing
updates to the Plan in relation to distribution
systems and last-mile connectivity, and for
submitting relevant technical inputs to
Ministry of Water and Energy.

Governance and
Implementing Entities

Accountability of

To ensure operational and commercial efficiency,
entities responsible for implementing this
Directive, particularly State-Owned Enterprises,
shall:

1) Operate in open competition with private
sector participants where applicable;

2) Align their corporate governance frameworks
with international best practices, including the
establishment of management autonomy and
accountability mechanisms;

3) Improve financial performance to minimize
fiscal risk and reduce the burden on public
finances.

Electricity Tariff Setting Methodology

The Ethiopian Energy and Petroleum Authority
shall:

1) Approve Power Purchase Agreements in
accordance with its regulatory mandate;
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2) Ensure that electricity tariffs for off-grid
generation, transmission, and distribution are
set in accordance with Articles 4(3) and 29-31
of the Energy Proclamation and related
regulations;

With respect to grid-connected projects,
review and submit tariff recommendations to
the appropriate Government authority for final
approval.  Tariffs  determined  through
competitive procurement or approved by the
Government shall not be subject to amendment
by the Authority.

3)

10. Alignment with National

Frameworks

Development

The implementation of this Directive shall be aligned
with the National Sustainable Energy Development
Strategy, the National Electrification Strategy, and the
Ten-Year Development Plan, ensuring coherence with
national economic and energy policy priorities.

11. Role of Development Partners

Recognizing the limitations imposed by fiscal and
monetary constraints, the Directive affirms the
essential role of international development partners in
supporting sectoral reform. This includes the provision
of blended finance, concessional resources, and
technical assistance to help de-risk private investment
and accelerate the implementation of energy
infrastructure projects—particularly those aimed at
universal electrification.

12. Oversight and Enforcement

The Ministry and Ministry of Water and Energy shall
be responsible for coordinating implementation and
ensuring compliance with the provisions of this
Directive by all relevant public and private entities
within the energy sector.
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13. Transitional Provision

1) This Directive shall not apply to:

a) Power projects that have already been
approved by the Ethiopian Energy and
Petroleum Authority or the PPP Board as
of the effective date;

Pipeline projects submitted
Authority for approval prior
effective date;

Projects under negotiation or procurement
as of the effective date.

b) to the

to the

2) Notwithstanding the provisions of sub articles

1 of this Article, any amendments to such
projects or material deviations from their
original terms shall require review and
approval in accordance with this Directive.

14. Effective Date

This Directive shall enter into force as of the date of
its registration by the Ministry of Justice and its
uploading on the official website of the Ministry of
Finance.

Addis Ababa
26" May, 2025

Ahmed Shide

Minister of Finance
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