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Abbreviations
t

GPFs

Ghana Petroleum Funds

GPWF

Ghana Petroleum Wealth Fund

GSF

Ghana Stabilization Fund

IFS

Institute for Fiscal Studies

QI

US

United States
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2.0 Assessment of Transparency and Efficiency in the Management of
the GPFs and GNPC Revenue
2.1 Ghana Petroleum Funds (GPFs)

Allocation of Revenue to the GPFs:

Of this, not less than 30% is allocated
to the GHF and the balance to the GSF. The system for allocating revenue to the GPFs is largely
transparent. Making Parliament the body to determine the allocations to the GPFs is also in line
with international best practice, including the Norwegian model, and appropriately removes any
tice has been largely in line with the PRMA requirements.
Use of GPF Revenues:
-

To avoid this confusion, and in the interest of transparency

should form the basis of the GSF ceiling.

1

1

There is a school of thought that setting aside the GHF for future generations at a time of enormous needs of current generations is
misplaced, and that spending the funds today on productive ventures would also benefit future generations. However, the framers of the
PRMA chose to rule out utilization of the GHF, ostensibly leaving it to future generations to decide how to use it for their benefit.
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Apart from the still-contentious issue of how the Minister is to set the GSF ceiling, the provisions
regarding the use of the GPFs have been transparently complied with.2
Reporting on the GPFs:

is supposed to be easy to disseminate to the public. We found that this provision has been complied with, and information covering all the items listed in the PRMA are presented in the report
as well as on the Ministry’s website.
The Bank has largely complied with these reporting requirements. On the whole, the
reporting requirements, including the frequency, coverage and quality of information to be
provided, are appropriately directed to promoting transparency and accountability in the management of the GPFs and are in accord with international best practice.
Audit of the GPFs

the GPFs, subjecting the process to ultimate Parliamentary oversight, and requiring timely
publication of the audit reports are all in accord with high levels of transparency and
accountability and with international best practice. Our study found that these provisions have
been mostly complied with by the mandated entities. Like other oil producing countries, Ghana

right direction.
2

Despite this finding, we heard concerns from stakeholders during a workshop on a draft of this report that utilization of monies withdrawn
from the GSF and placed in the Sinking Fund for debt repayment has not always followed applicable public finance rules. We have not
examined this issue and our findings do not apply to the Sinking Fund, which is not part of the GPFs.
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-

Management Structure:
However, seven years
after the passage of the PRMA,

-

investment of the GPFs.
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3

-

Box 1: Management Framework for Sovereign Wealth Fund: Ghana vs. Norway

Regulation & Delegation of Authority

Regulation & Delegation of Authority

Parliament
The Ministry of
Finance
Investment Advisory
Committee

Bank of Ghana

Secretariat

The Norwegian
Parliament
The Ministry of Finance
Supervision: Auditor General
The Executive Board of Norges Bank
Supervision: Supervisory control and
external audit
Norges Bank Investment Management (NBIM)
Supervision: Executive Board and Norges Bank
Internal Audit
Internal and External Managers

Reporting of Performance and Risk

Norway

Ghana

Supervision: NBIM Compliance and Control

-

3

Norway’s Sovereign Wealth Fund is arguably the world’s most successful and a good exemplar to compare with.
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Investment Instruments and Returns:

-

4

the period.

The implication is that there is a high
opportunity cost of the level of returns being realized on the GPFs, since they are low in
comparison with the country’s cost of borrowing in the same markets in which the GPFs are
invested.
4

This is based on the fund’s portfolio as at March 2018.
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Table 1: Net Interest Returns on the GPFs

However,
markets, the average total returns on the GPFs can be said to be low.

Table 2: Total Returns on the GPFs versus Returns on Key Benchmark Indices
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5

6

equities could bring higher returns, although they may also carry higher risks. The prevalence of
low returns on the GPFs, generally, in the face of more lucrative alternative investments, raises
resources to be invested in illiquid investments also emanates from the fact that Ghana has now
built some solid base for the GHF—and arguably the GSF— and hence can take on riskier
investments compared to the early days of petroleum income.
2.2 Ghana National Petroleum Corporation Revenue

Allocation of Revenue to GNPC:

7

5

A blue-chip equity is a stock of a highly valuable company that produces reliably high and safe returns.

6

The large size of Norway’s fund obviously facilitates diversification to obtain higher returns. However, the principle being established here is
that diversification opens the door to increase returns—which Ghana can learn from.
7 The net carried and participating interest revenue is the residual carried and participating interest revenue after deducting the equity
financing costs.
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(in millions of US$ unless otherwise stated)

Transparency of GNPC:
8

8

The other statutes include petroleum laws, such as the Petroleum Revenue Management Act, and financial management laws, such as the
Public Financial Management Act.
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authorities.
form or the other to the relevant authorities, it is guilty of routine non-compliance with statutory
deadlines for submitting its audited accounts.

-

cial report, performance management report, and procurement information, among others,
tion’s image.

Utilization of GNPC Revenue:

-

-
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9

Table 4: GNPC Revenues, Costs, and Net Profits, 2011-2016

Noncore Activities:
-

(i) Non-Petroleum-Related Investments

9

In actual fact, the budgets frequently envisage spending above revenues, with the resulting financing gaps made up by borrowing.
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10

Prestea
-

11

(ii) Quasi-Fiscal Transactions

10 In

written comments submitted to us by GNPC in January 2018, it said its Airtel stake is now insignificant (<1%) after it decided to exit the
investment. It also described Mole as its “flagship green investment” aimed at promoting environmental sustainability, an assertion which
appears to downplay any commercial motive for the investment.

11 It

is recalled that, many years back, GNPC got involved in derivatives trading with foreign entities that resulted in a huge financial loss to the
Corporation and eventually led to the seizure of its drilling ship. This is clear evidence that allowing the Corporation such latitude in its
activities is ill-placed and could be costly and counterproductive.
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-

Table 6: Amounts Owed by Government and its Agencies to GNPC

(iii) Corporate Social Responsibility Expenditures
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12

Box 2: CSR Activities of GNPC in 2015
The Corporation provided support in the areas of education, health and sports development.
Oil and Gas Learning Foundation
The Corporation set up an Oil and Gas Learning Foundation to help develop the country’s
human resource capacity to support the oil and gas industry. An amount of US$3.0 million is
provided annually to support a scholarship scheme. The Foundation commenced work in 2012.
Sports Development
A Headline Sponsorship Agreement (HSA) was signed between Ghana National Petroleum
Corporation (GNPC) and Ghana Football Association (GFA) in January 2013 to provide a
US$3.0 million yearly sponsorship to the Senior Male National Team for a period of not more
than five (5) years (January 2013-December 2017). The agreement is renewable yearly subject
to the satisfaction of conditions of renewal stipulated.
Health
Renovations and medical equipment were supplied to the following facilities at the stated cost:
National HIV Response Unit (Ghana AIDS Commission) - GHS 7,229,400
ICU at Burns Centre (Korle-Bu) - GHS 1,898,450
New Born Sickle Cell Screening Unit (Komfo Anokye) - GHS 500,000
Disaster Relief
The Corporation also supported NADMO with GHS 400,000 after the June 3, 2015 flood disaster.

12 The

risk that CSR could become a channel for funding quasi-fiscal projects is lent credence by the government’s indication recently that it
will lean on GNPC, through the Corporation’s CSR budget, to finance its upcoming drone medical delivery service.
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3.0 Findings and Recommendations
The key findings and recommendations of the study are as follows:
3.1 Ghana Petroleum Funds
Transparency Principles and Practice:

-

Efficiency Principles and Practice:

Management Structure:
-
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Returns on GPFs:

13

3.2 Ghana National Petroleum Corporation Revenue
Transparency of GNPC:

13 This

scenario is the closest that the GPFs will come to the Norwegian SWF. In the latter, all the petroleum receipts are invested and 4% of
the return used to support the budget. Of course, the SWF is a huge fund and, therefore, 4% of the return on it is still huge.
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Utilization of Revenue:

misapplication.
Noncore Activities:
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cannot do.
transparency and accountability.

Appendix
Table 1. Ghana: Petroleum Revenues
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Table 2. Ghana: Sources and Basis of Petroleum Revenues
Revenue
Generating
Source

Percentage of
Revenue

Revenue Basis

Royalties are paid by oil companies to the State as the owner of
the mineral rights. The State, which is the owner of the
resource, is entitled to part of the total production before any
deductions whatsoever are made. The State may opt to take the
royalty in cash or in kind (oil) and the practice has been for the
State to take it in kind. Where the State elects for payment in
kind, the value of the oil in US dollars on the day the petroleum
is received is reported and recorded by the Ghana Revenue
Authority as payment to the State.

In the Ghanaian context (and
depending on the specific
petroleum
agreement)
royalties have ranged from 413%
of
total
gross
production.

The State holds a minimum initial participating carried interest
in each petroleum agreement. The State is “carried” by the IOC
in the sense that GNPC/the State does not pay anything when it
comes to costs incurred during exploration and development.
The State, however, pays for its share of the costs when oil
production starts.

Petroleum agreements that
existed prior to the enactment
of the Petroleum (Exploration
and Production) Act 2016 had
a minimum of 10% carried
interest for the State. This has
been increased to a minimum
of 15% carried interest under
the Petroleum Act 2016.

Additional
Interest

In the event of a commercial discovery, Ghana has the option of
increasing its stake in the field within a specified period of time
following the declaration of the discovery. The maximum
percentage if it decides to exercise the option is contractually
agreed to in the petroleum agreement entered into by the
parties. Here, the State/GNPC pays for all costs from that stage
onwards, including development and production costs if it
decides to increase its interest.

Based on current petroleum
agreements,
additional
interest has ranged from 315%.

Corporate
Income
Tax

This is a tax on the profits of oil and gas companies. The tax
rate is applied to the tax base after all the prescribed costs
pertaining to the contract are deducted.

The Income Tax Act 2015
specifies a tax rate of 35%.
Prior to this, the Petroleum
Income Tax Law of 1987
stipulated a tax rate of 50%,
but also provided that a
petroleum agreement could
provide for some other tax
rate.
Because
of
this
provision, all petroleum
agreements that were signed
had an effective corporate
income tax rate of 35%.

Royalty

Carried
Interest
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Additional
Oil
Entitlement

Surface
Rentals
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Here, the State becomes entitled to an additional percentage of
the international oil companies’ share of crude oil on each
separate field once profitability passes certain agreed rate of
return thresholds.

In the agreements entered
into so far, the Additional Oil
Entitlement has been in the
range of 5-30%.

Surface rentals are annual rents paid by the international oil
companies to the State for leasing the surface of the sea or land
to explore for oil and gas resources. Surface rentals are paid for
in dollars per square kilometer of acreage operated by the
licensees of the area.

The amount depends on the
phase of the petroleum
operation, and ranges from
US$30-100
per
square
kilometer.

Bonus
Payments

The Petroleum Act 2016 introduces bonus payments, which are
lump sums that should be paid to the State at certain trigger
points (e.g. discovery bonus, signature bonus, production bonus)
in accordance with a petroleum agreement.

Technology
and Training
Fee

The government receives a one-time technology support
payment and annual training allowance fees from the IOCs, as
stated in the petroleum agreements.

1
Other Receipts
2

Capital Gains Tax: This is applied when an international oil
company sells its petroleum assets and realizes a profit. Tax
is charged on that profit.
Dividends: Refers to monies which GNPC may pay to the
State out of its profits.

Source: PIAC (June 2017), Petroleum Commission (December 2018)
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The Petroleum (Exploration
and Production) (General)
Regulations 2018 require
IOCs to pay a signature bonus
upon
ratification
of
a
petroleum agreement. The
Minister may specify the
amount of the bonus to be
paid or allow for competitive
bidding for the amount of
bonus payable.
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