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Ghana Extractive Industries Transparency Initiative
Ghana Infrastructure Investment Fund

GNPC Operating Services Company

Gas Processing Plant

Ghana Revenue Authority

Grievance Redress Mechanism

Independent Administrator

International Financial Reporting Systems

Initial Public Offering

International Organisation of Supreme Audit Institutions
International Oil Company

International Standard of Supreme Audit Institutions
Joint Venture Company

Legislative Instrument

Offshore Cape Three Point

Offshore Receiving Facility

Petroleum Agreement

Publish What You Earn

Public Financial Management

Petroleum Holding Fund
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PIAC
PITL
PNDCL
PPA
PRMA
MoF

MMDA

MMScF

MSG

NAG
RGD
ROR
SEC
SGN
SIGA
SOE
TEN
TP
VAT
VRA
WCTP
WRC

Public Interest and Accountability Committee
Petroleum Income Tax Law

Provisional National Defence Council Law
Public Procurement Authority

Petroleum Revenue Management Act

Ministry of Finance

Metropolitan Municipal District Assembly
Million Standard Cubic Feet
Multi-Stakeholder Group

Non-Associated Gas

Registrar General’s Department

Rate of Return

Securities and Exchange Commission
Sankofa Gye-Nyame

State Interests and Governance Authority
State Owned Enterprise

Tweneboa Enyeram Ntomme
Transfer Pricing

Value Added Tax

Volta River Authority

West Cape Three Point

Water Resources Commission
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Executive Summary

Ghana signed onto the Extractive Industries Transparency Initiative (EITI) in 2003 to
promote good governance in the management of its natural resources. Messrs. Boas &
Associates (IA) was commissioned in September 2021 to undertake a Reconciliation of
information from government and extractive companies for the production of Ghana'’s
2019 EITI Report in line with 2019 global EITI Standard whiles the Multi Stakeholder

Group (MSG) developed the contextual information for the report.

The assignment consisted of the contextual part and the reconciliation of payments and
receipts, and ultimately preparing the EITI Report in accordance with the 2019 EITI
Standard

The upstream oil and gas sector in Ghana contributed 6.4% to the Gross Domestic
Product of Ghana in 2019 with a growth rate of 14.4% at constant 2013 prices. A total of
12,743,158 barrels of crude oil was exported by GNPC in respect of Carried and
Additional Participating Interests (CAPI) and royalties for an amount of
USD742,782,093.54". The six IOC’s operating in Jubilee, TEN and SGN also exported
58,242,307 barrels of crude oil during the year 2019. The total crude oil exports for
2019 as reported by Bank of Ghana was 70,054,551 barrels valued at US$4.493 billion

and representing 28.7% of the total merchandise exports for the year.

The petroleum sector total receipt was US$937.58 million in 2019 and contributed nine
percent (9%) to total government revenue for that year. The total revenue? accrued to
the State in the year 2019 was from Royalties, CAPI, Corporate Income Taxes (CIT)
and Surface Rentals. The Petroleum Funds (GSF and GHF) and the Petroleum Holding

! This amount does not include the 14 lifting from TEN because the proceed was received in the first quarter of
2020.
2 The petroleum receipts exclude US$25 million paid by Anadarko as Corporate Income Tax and was inadvertently
credited to the Ghana Revenue Authority account instead of the PHF in December 2019. GRA has duly transferred
this amount into the PHF on 20 November 2020 (page 17 of Auditor-General’s report on the Management of
Petroleum Funds for the Financial year ended 31 December 2020)
There were no receipts from gas royalties in 2019 as the government decided to
postpone the extraction of its share of the gas resource (Royalties and CAPI), until such a time that the Country line
up off takers to consume the gas in-year (Source: 2019 Budget Statement page 78 item 335).
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Fund (PHF) realised net income of US$21,953,355.00 and US$2,553,125.55

respectively.

A total of 5,950 employees were engaged in the upstream petroleum sector,

5124Ghanaians and 826 foreigners.

The IA produced a scoping study in November 2021 to inform the MSG’s decision on
the scope of the 2019 EITI Report on upstream oil and gas sector. Those decisions
have been adopted by the MSG.

These include the following:

Materiality Statement: Any upstream oil and gas company that paid at least
US$5,000,000 of the relevant revenue streams in 2019 was required to participate in

the reconciliation exercise.

Company Reporting Entities: The in-scope companies required to complete
templates (with their preliminary payments indicated) for the 2019 report are shown in
below. Please see Appendix 1 for the comprehensive list out of which the in-scope

companies were selected.

Material (In-scope) Companies for 2019 Reconciliation

uss
1 GNPC V0003107108 545,649,335.52
2 Tullow Ghana Ltd C0002551888 66,710,121.22
3 Anadarko WCTP Ltd. C0003168417 36,895,370.77
4 Kosmos Energy Ghana HC C0003831426 35,804,471.62
5 ENI Ghana Exploration & C0003664996 33,225,632.74

Production Limited

6 Vitol C0004743520 24,892,923.76
7 PetroSA Ghana Limited C0021485674 5,244,624.25

The MSG relevant scoping decisions have been summarized in the table

below:
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Scoping Decisions for GHEITI 2019 Oil and Gas Report
mz—

Materiality threshold for Oil/Gas sector US$5,000,000

Coverage of selected Companies payments using preliminary 98.22%

receipts used in determining materiality

Coverage of selected Companies using total preliminary receipts 45.00%

Number of In-Scope 7

Companies

Reporting GRA; GNPC;

Government Petroleum Commission;
» Ministry of Energy;

Entities

Ministry of Finance;
EPA

Reporting Government Agencies

The government agencies that contributed to the reconciliation exercise based on the

materiality formulae were:

33

% Ghana Revenue Authority

7
A X4

Ministry of Finance

*

Ministry of Energy
% GNPC.

Petroleum Commission.

X 0

33

S

The Data Gathering and Initial Reconciliation Report were produced in December 2021.
At the end of the reconciliation, the following were the discrepancies.

The net discrepancy? was US$1,285,692 and an absolute discrepancy* of
US$ US$1,285,696. The absolute discrepancy represents 0.15% of the government
receipts submitted by government Agencies during the reconciliation. It represents
0.14% and 0.08% of the payments used in determining materiality thresholds and total

revenues received by government respectively.

Recommendations

3 That is the resulting discrepancy after aggregating negative and positive discrepancies
4 Discrepancy obtained when all the negative discrepancies are considered as positive.
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Ghana’s Crude Oil First Trade

Information on the state’s first trade currently available do not cover buyer’s
agreements/contracts with  GNPC or I0Cs, government swaps or other derivative
transactions, port of delivery and other relevant data. It is recommended that crude oil
buyers are prevailed upon to provide these data and information not only to improve
comprehensiveness of disaggregation but also to foster transparency in the country’s

crude oil sales.

Outstanding Amounts Due GNPC from Government

According to GNPC’s Audited Financial Statement, US$493,335,044.40 of refund and
loan repayments are due GNPC as at end of 2019. Some of these transactions may
border on quasi-fiscal expenditures which are discouraged, and their refund/repayment

protracted for couple of years.

The IA recommends that the government draws a comprehensive refund/repayment
plan with GNPC in order to purge its financial books of such transactions and reposition

the state agency for the future market rigors of the industry.

Disclosure of Transportation Revenue data
GNGC is advised to routinely provide data and information on transportation revenues
and liabilities accrued from gas pipeline and other infrastructure on their website as part

of MSG’s mainstreaming effort in compliance with EITI Requirements
Level of Disaggregation

Oil Block Agreements and contract area data available on Petroleum Commission
register are in disjointed format. It is recommended that Petroleum Commission finds
the possibility of linking such contracts and agreements to other project-level
information already being disclosed such as payments or production to facilitate use of

contracts by stakeholders.
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1.0. INTRODUCTION AND OVERSIGHT BY THE MULTI-STAKEHOLDER
GROUP

The Extractive Industries Transparency Initiative (EITI) is a global initiative aimed at
helping natural resource dependent countries to realise the full development potential of
their natural resources, through an open, participatory, and accountable management.
In other words, the EITI sets out to address the paradox of plenty, or what is commonly

referred to as the resource curse syndrome.

The EITI Standard requires companies to declare what they pay to their host
governments in respect of the terms of their operations, and for governments to also
declare what they receive from the extractive companies. The payments and receipts
are then reconciled by an Independent Administrator (IA), and where discrepancies are

identified, steps taken to unravel them.

1.1. Overview of the Oil and Gas Sector

Ghana is endowed with modest oil and gas resources. Crude oil production commenced
at the Jubilee Field in 2010 and has continued ever since. Exploration for additional
resources is ongoing. In 2019, Eni Ghana with Vitol Upstream Ghana Limited won the
block GH-WB-03 and First Exploration & Petroleum Development Company (Ghana)
with Elandel Energy Limited won block GH-WB-02. On 4th April 2019, Parliament
ratified the Petroleum Agreement between Ghana National Petroleum Corporation
(GNPC), ExxonMobil Exploration and Production Ghana (Deepwater) Limited and Goill
Offshore Ghana Limited in respect of Deepwater Cape Three Points Block (DWCTP).

Ghana’s three producing fields (Jubilee, TEN and Sankofa-Gye Nyame) in 2019
produced a total of 71,395,276 barrels compared with 62,770,787 barrels for the same

period in 2018, representing an increase of 13.73% percent.®

The Jubilee and TEN partners delivered 21,383.97MMScf (20,690MMScf from Jubilee
field and 694MMscf from TEN field) natural gas for processing at the Atuabo Gas

5 MOF Petroleum Report, 2019 htips.//mofep.gov.gh/sites/default/files/reports/petroleum/2019-Petroleum-Annual-
Report 2020-04-23 v2.pdf
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Processing Plant (GPP)®. SGN Field delivered an additional 32,669.85MMscf of natural
gas to various thermal plants through its onshore receiving facility. Thus, a total of

54,053.82 MMscf of gas was delivered for power generation and non-power gas users.’

Total petroleum receipts for 2019 was US$937.58 million, compared with US$977.12
million in 2018, representing a 4.05 percentage decrease®. Allocation to GNPC was
US$164.79 million, being Equity Financing Cost (US$114.44 million) and its share of the
net CAPI (US$104.14 million)®

In 2019, the Ghana Petroleum Funds received a total of US$269.01 million compared
with US$436.75 million in 2018. Of this amount, Ghana Heritage Fund received
US$80.70 million, and the Ghana Stabilisation Fund received US$188.30 million.

Petroleum liftings and related proceeds accrued US$473.05 million to ABFA. Consistent
with Section 23(4) of the PRMA, the GSF was capped at US$300 million in the 2019
Budget.

An amount of US$189.13 million was withdrawn from the GSF in 2019 and placed in the
Sinking Fund. This amount, which was in excess of the cap placed on the GSF in the
2019 Budget as stipulated aligned with Section 23(3) of the PRMA

1.2. Approach and Methodology

The assignment’'s methodology has two main phases comprising of;
= Preliminary information gathering (inception phase which included the
production of scoping and inception reports);

= Reconciliation phase.

6 lbid 1
7Ibid 1
8lbid 1
% lbid 1
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The preliminary information gathering stage involved interactions with the major
stakeholders for the purpose of collecting the raw data for scoping. It also assisted by

putting the assignment into the correct perspective.

The reconciliation phase was made up of i) Data Collection and Analysis; ii) Initial

Reconciliation; iii) Draft Reporting phase and iv) Final Reporting.
There was interaction with the Steering committee to:

1. Elaborate on the details of the terms of reference

2. Determine fully the responsibility of the IA regarding provision of contextual
information, i.e. to confirm the areas of the contextual information that IA has to
provide.

3. Agree on the reporting template and the reporting parameters.

Several discussions were held on phone with the representatives of the participants'®
of the reconciliation exercise. This was to facilitate the speedy collection of data as the

assignment started late.

1.3. Document Review
Available documentation was reviewed to gain a deeper understanding of the

assignment. Document review also provided the necessary resources for the provision
of contextual information.

The following documents were examined.

= Model Petroleum Agreement

= Reports of seminars and workshops held on the EITI.

= Public Interest and Accountability Committee (PIAC) reports.
= 2019 and 2020 Annual report on the Petroleum Holding Fund
= The Income Tax Act, Act 896

= Audit reports on the Ghana Petroleum Funds

» The Audited Financial Statement of GNPC.

10 Representatives of companies and government agencies including GRA, Ministry of Finance, GNPC, Kosmos
Energy and Tullow (Ghana) Ltd.
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= Audit report on the Petroleum Holding Fund.
= Relevant web sites

1.4. Government Commitment

Ghana signed on to the initiative in 2003, with the objective of using it as a diagnostic
tool to guide reforms in the country’s mining industry. The official declaration of intent
was issued at a stakeholder workshop at Elmina in 2004. This was followed by the
adoption of a Cabinet Memo in 2005, which was revised in 2010 to include the oil and
gas sector in the implementation of the EITI. As at 2004, Ghana had in place the
framework for the implementation of the initiative. The Multi-Stakeholder Group (MSG),
the national work programme, Terms of Reference for the reconciliation exercise, and

data capture templates were all developed during the period.

Ghana’s first EITI report was published in 2006, covering 2004. Since then the country
has published 16 Mining, and 9 Oil and Gas Sector Reports. This brings the total

number of reports produced to date (including this edition) to 25.

1.5. Company Engagements

Extractive industry companies are actively involved in Ghana’s EITI implementation.
They are represented on the MSG, largely by their respective chambers i.e., the Ghana
Chamber of Mines, and the Ghana Upstream Petroleum Chamber. Some individual
companies, especially Operators in the oil and gas secto that are in production also
serve on the committee. The essence is for them to facilitate timely access to data for

the purpose of EITI report compilation.

1.6. Civil Society Engagement

Civil Society Organisations (CSOs) in Ghana are fully engaged in Ghana’s EITI
implementation processes. They are represented by Publish What You Pay (PWYP)
Ghana, (a coalition of over 30 organisations, and the Civil Society Platform on Oil and
Gas (CSPOGQG), (a coalition of over 50 organisations and 200 individuals). Both coalitions
operate a decentralised governance structure, with PWYP Ghana having local chapters
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in the country’s four main mining zones, and CSPOG having local chapters in 10 out of
the 16 regions of Ghana. The CSOs have three slots on the GHEITI MSG, one for
PWYP-Ghana, and two for CSPOG. One of the civil society representatives serves as
the Co-Chair of the MSG, alongside the Chief Director of the Ministry of Finance. The
MSG’s decision-making has always been by consensus, which has come to form the

basis for collaboration and co-operative dialogue.

1.7. Multi-Stakeholder Group

The Ghana EITI (GHEITI) is led by the Government of the Republic, with the Deputy
Ministers of Finance; Lands and Natural Resources; and Energy, providing political
leadership. The implementation of the initiative is governed by a Multi-Stakeholder
Group (MSG) drawn from government agencies in the extractive sector, companies,
and civil society groups. The MSG is served by a Secretariat, which is headed by a

Coordinator. The GHEITI MSG and the secretariat are governed by Rules of Procedure.

1.7.1. Gender Make-up of the GHEITI MSG and Secretariat

The MSG as already indicated, is made up of representatives from extractive industries-
related institutions of State (Government); industry representatives (private sector), and
civil society. Representatives from the government side are from: the Office of the
President; Ministry of Finance; Ministry of Lands and Natural Resources; Ministry of
Energy; Ghana Revenue Authority (Customs, mining & oil and gas units); Minerals
Commission; Petroleum Commission; Office of the Administrator of Stool Lands;
Representative of Local Authorities; Ghana National Petroleum Corporation; the

Environmental Protection Agency; and the Minerals Development Fund Secretariat.

On the companies’ side, representation is from: the Ghana Chamber of Mines; the
Ghana Upstream Petroleum Chamber; Ghana Manganese Company; Tullow Oil Ghana
Limited; Kosmos Energy; and ENI. The civil society constituency has three slots on the
MSG drawn from Publish What You Pay-Ghana (1) and the Civil Society Platform on Oil
and Gas (2).
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Representation from both the government and company sides is determined exclusively
by job function, which makes it difficult to insist on gender representation. On the civil
society side, however, either by design or accident, two of the three representatives are
women. In all, there are 25 members on the MSG with 5 being women, representing 20

percent of the total MSG membership.

The GHEITI Secretariat has eight regular staff and two National Service personnel.
Three of the regular staff are women, representing 37.5 percent of the total secretariat
staff.

During the period under review, GHEITI, with the support of GIZ developed a gender
strategy document

(http.//www.gheiti.qov.gh/site/index.php ?option=com phocadownload&view=cateqory&i

d=50:gender-related&ltemid=54), which is expected to guide the mainstreaming of
gender into Ghana’s EITl. Meanwhile, the GHEITI MSG has, in furtherance of its

commitment to gender mainstreaming, is requiring institutions represented on the MSG

to nominate women to serve as their alternates on the committee.

1.8. Work Plan
The activities of the GHEITI are guided by an Annual Work Plan prepared and adopted

by the MSG at its annual retreat at the beginning of the year. This Work plan is
reviewed mid-year to measure progress of implementation and adjusted where
necessary to reflect unseen developments. The Annual Work Plan can be accessed at:

http://www.qgheiti.qov.gh/site/index.php ?option=com phocadownload&view=cateqory&d

ownload=398:2021-gheiti-annual-work-plan&id=18:workplans&ltemid=54

1.9. The Macro-Economic Context and Related Developments
The year 2019 was characterised by a modest growth (overall), with some decline

recorded in several sectors. The economy continued to face severe challenges
especially in the areas of food security, youth unemployment, and macro-economic

stability.

Growth in the Industry Sector slowed down by 4.2 percentage points from 10.6 percent
in 2018 to 6.4 percent in 2019. This growth outturn is considered to be robust, given the
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high growth performances of the Sector in the previous two years and the associated
base effect. Petroleum recorded an increased growth from 3.6 percent in 2018 to 15.1
percent in 2019, but the Mining and Quarrying subsector, which includes Petroleum,
recorded a slowdown from 23.3 percent to 12.6 percent over the same period. (2020
Mid-Year Budget Review and Supplementary Estimates).
https://mofep.qov.gh/publications/budget-statements.

1.10. COVID-19 and its Impact on the Extractive Sector

On 25 May 2020, the EITI Board agreed to allow more flexibility in reporting, in
recognition of the challenges posed by the Covid-19 pandemic.!” Through this Board
decision, the EITI introduced flexible measures for EITI Reports published in 2021 and
2022, where data collection and dissemination is feasible without posing health risks,
and subject to MSG endorsement. In line with the decision, Ghana’s MSG on 24th
February, 2021 applied to undertake the preparation of the 2019 Report under the
flexible reporting dispensation, where it will suffice to undertake unilateral declaration of

revenue receipts by Government.

The GHEITI MSG, however, approached the compilation of the 2019 GHEITI Report in
a business as usual manner to enable it assess the extent to which Covid-19 has
constrained data accessibility in the extractive sector. The MSG again, commissioned a
study in the year of reporting, to establish the impact of COVID-19 on Ghana’s
extractive sector. The study focused on documenting the adaptation and resilient
strategies of extractive companies, royalty receiving Metropolitan, Municipal and District
Assemblies (MMDAs), regulators, and civil society organisations operating in the
extractive sector, by focusing on successes, failures, relevant lessons and experiences.
The findings are intended to be used by stakeholders to support their recovery from the
pandemic and prepare for future uncertainties. The report of the study is available at
URL:

https://www.gheiti.gov.gh/site/index.php?option=com phocadownload&view=category&id=51:covid-

11 BITI Board Decision 2020-3 1/BC-290, https://eiti.org/board-decision/2020-31
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2.0. LEGAL AND INSTITUTIONAL FRAMEWORK, INCLUDING ALLOCATION
OF CONTRACTS AND LICENCES

21. Legal Framework and Fiscal Regime (Requirement 2.1)

The legal and regulatory environment for the upstream oil and gas sector is governed
by multiple legislations, regulations, and other administrative guidance documents.
Below is a summary of descriptions of the main legislations that regulates the Upstream

Oil and Gas sector

2.1.1. Legal Framework

1. The Constitution of the Republic of Ghana, 1992: The 1992 Constitution is the
supreme law of Ghana. Article 257 (6) of the Constitution declares the Republic of
Ghana as the owner of every mineral resource in their natural state and vests
them in the President on behalf of, and in trust for the people of Ghana. The
President, in executing petroleum agreements, is required by Article 75 and
Article 268 to ensure that any Petroleum Agreement for petroleum resources is
subject to ratification by Parliament.

httos.:.//www.petrocom.qov.gh/wp-content/uploads/2018/12/constitutionofghana.pdf

2. Ghana National Petroleum Corporation (GNPC) Law, 1983 (PNDCL 64):
PNDCL 64 establishes GNPC as the national oil company (NOC) with the
mandate to undertake sustainable exploration, development, production and
disposal of the petroleum resources of the Republic of Ghana.

https:.//www.petrocom.gov.gh/wp-

content/uploads/2018/12/ghana national petroleum corporation law 19831.
pdf

3. Petroleum (Exploration and Production) Act, 2016 (Act 919): Act 919 is the
primary law for the conduct of petroleum activities within Ghana'’s jurisdiction,

including activities in, under and upon its territorial land, inland waters, territorial
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sea, exclusive economic zone, and its continental shelf. It was enacted in 2016 to
replace the Petroleum (Exploration and Production) Law, 1984 (PNDCL 84). The
Act provides for and ensures safe, secure, sustainable and efficient petroleum
activities in order to achieve optimal long-term petroleum resource exploitation
and utilisation.
httos.//www.petrocom.qov.gh/wp-content/uploads/2018/12/Act-9190001.pdf

. Petroleum Revenue Management Act, 2011 (Act 815) and as amended by
Petroleum Revenue Management (Amendment) Act, 2015 (Act 893): Act 815
and its amendments (Act 893) provide the framework for the collection, allocation
and management of petroleum revenues derived from upstream and mid-stream
petroleum operations.

httos//www.petrocom.qov.gh/wp-content/uploads/2018/12/petroluem-revenue-

management-act815-2011-.pdf
htto.//www.gnpcghana.com/files/PRMA-Amendment-2015.pdf

. Income Tax Act, 2015 (Act 896) as amended: Act 896 provides the legal basis for
taxation in Ghana. It contains a section (Part VI) on the taxation of upstream oil and
gas activities. It replaces Petroleum Income Tax Law, 1987 (PNDCL 188).
Specifically, Act 896 covers, petroleum income tax, royalties, withholding tax,
capital gains tax, dividends, capital allowance, among other things.
http.//www.gnpcghana.com/files/INCOME-TAX-ACT-2015-ACT-896.pdf

. Ghana Revenue Authority (GRA) Act, 2009 (Act 791): Act 791 establishes GRA
as an umbrella body with the aim to enhance coordination between Internal
Revenue Service (IRS), Customs, Excise and Preventive Service (CEPS) and the
Value Added Tax Service (VAT) for the administration of taxes and provide
related services. In relation to upstream oil and gas sector, Act 791 provides rules
under which GRA promote efficient collection of revenue, and greater
accountability to Government for the management of tax administration.

https://qgra.qov.gh/wp-content/uploads/2020/09/qra act.pdf
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