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ACEP’S ANALYSIS OF THE 2020 BUDGET STATEMENT 
3rd December 2019 

 

1. INTRODUCTION 

ACEP’s analysis of the 2020 national budget focuses on the oil and gas, and power sectors of 
Ghana. The analysis reviews petroleum production, petroleum receipts, and petroleum 
revenue utilization for the fiscal year 2019 (up to third quarter). The analysis also discusses 
petroleum revenue (Annual Budget Funding Amount (ABFA)) projections in support of the 
budget for 2020. For the power sector, the analysis focuses on the challenges and 
government’s plans to salvage the sector.  

2. OIL AND GAS  

Oil and gas production for 2019 

Total oil production within the period under review increased by 18 percent to 53 million 
barrels from 45 million barrels for the same period in 2018 (see table 1).  Gas production also 
increased from about 74.6 billion standard cubic feet (Bscf) in 2018 to 118 Bscf in 2019. 
Despite the increment in production of gas, only 29.5 percent of gas produced from the fields 
was used for power generation and other non-power uses. Particularly in the case of Eni 
(operators of the Sankofa Gye Nyame (SGN) fields), about 25,396.54mmscf (representing 
about 56 percent) of gas was unutilized. The effect of this non-utilization is Ghana’s 
continuous payment for gas that is not being used for either power generation or other 
industrial use.  

Table 1: Oil and gas production as at September 2019 

Field Oil produced (million barrels) Gas (mmscf) Gas Utilisation (mmscf) 

Jubilee 24.43 37,939.32  14,052  

TEN 17.19 35,148.54  693.92  

SGN 12.13 45,803.54  20,407  

Total  53.75 118,891 35,152.92 

*mmscf – million standard cubic feet 

2019 oil revenues 

As at third quarter of 2019, Ghana’s share of oil in the form of royalties and net carried and 
participating interest (CAPI) was about 7.9 million barrels, compared with 6.89 million barrels 
for the same period in 2018.  

The total revenue achieved as at the 3rd quarter of 2019 from all sources amounted to $668.4 
million of which $187.6 million is royalty, $317.1 million is Ghana’s share of Carried and 
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Participating Interest (CAPI)1, $161.2 million is corporate income tax, $656 thousand is surface 
rental and $1.6 million is interest on the Petroleum Holding Fund (PHF).  

Figure 1: Revenue sources to the PHF as at 3rd quarter, 2019 

 

The total revenue was lower than total revenues recorded in the same period in 2018. This is 
attributable to a combination of petroleum price shortfalls and spill over revenue from 2017 
production of about two million barrels. Benchmark price for 2019 was projected at $66.76 
per barrel. However, the achieved price for the first 3 quarters in 2019 is averaged to be 
$63.72 per barrel, representing a 4.7 percent short fall from the benchmark price. If the 
achieved average crude price of $63.72 per barrel remains the same for the rest of the year, 
the total expected petroleum receipts for the 2019 (i.e. $1.080 billion) will be short by about 
$50 million.  

Distribution of 2019 oil revenues  

ACEP observes that as at the end of September 2019, the total petroleum receipts of $668 
million was shared among GNPC, the ABFA, and the Ghana Petroleum Funds (comprising of 
the Ghana Stabilization Fund and the Ghana Heritage Fund) in accordance with the Petroleum 
Revenue Management Act (PRMA).  

a. Disbursement to GNPC 

GNPC’s share of petroleum receipts is charged on the value of petroleum it lifts from the 
carried and participating interest (CAPI) it holds on behalf of the State. As at the end of 
September 2019, total CAPI was $317 million. From this amount, GNPC received $95.6 million 
for its equity financing cost and $52.5 million as its share of the net CAPI representing 23.7% 
of the net CAPI2 in accordance with section 16(3a) of the PRMA. Thus, a total amount of 
$148.1 million was disbursed to GNPC, representing 22 percent of the total petroleum 

 
1 $95.6 million of this amount was used to contribute to cost leaving a net of $221.6 million (Net CAPI) 
2 Total CAPI less GNPC’s Equity Financing Cost.  

Royalties, 
187,654,914
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receipts as at September 2019 and 36 percent of planned total allocation to GNPC for the year 
2019.   

b. Disbursement to ABFA and the petroleum funds 

Total benchmark revenue as at the third quarter of 2019 was $415.6 million. For the same 
period in 2018, benchmark revenue was higher at $500 million. However, disbursement of 
$270.8 million to ABFA in 2019 is an improvement of disbursement of $176.3 million in 2018. 
In 2018 excessive priority was given to the Ghana Petroleum Funds (the Stabilisation and the 
Heritage funds) at the expense of the ABFA as shown in figure 2. This practice allows more 
funds into the Ghana Stabilisation Fund to increase available fund for debt servicing. The 
stabilisation fund is capped at $300 million. Allocation to the fund in excess of the cap has 
been used over the years for debt servicing as prescribed by the law. Table 2 below shows 
disbursement of petroleum revenue to GNPC and the benchmark revenue.  

Table 2: Disbursement of petroleum receipts as at September 2019 

Disbursements Amount Percentage 

Transfer to GNPC 148,199,311.32 22.20% 

Benchmark Revenue 415,698,370.51 62.20% 

o/w ABFA 270,838,991.39   

o/w GSF 101,401,565.38   

o/w GHF 43,457,813.75   

Balance of the PHF 104,514,977.68 15.60% 

Total Receipts 668,412,659.51  100% 

Source: 2020 Budget Statement  

Figure 2: Disbursement of benchmark revenue in 2018 and 2019 

2018 

 

2019 

 
Source: 2020 and 2019 Budget statements  

c. Outstanding balance in the Petroleum Holding Fund 

The PHF still has an outstanding balance of $104.5 million representing 15.6% of total receipts 
over the period. The PHF is supposed to be a transit account, however it consistently yields 
interest which is an indication that disbursements are not timely as proposed in the PRMA. 
Meanwhile, GNPC has complained on many occasions about the late disbursement of funds, 
particularly their equity financing costs which attracts interest when GNPC fails to meet the 
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obligation on time. At the same time, government’s planned ABFA expenditures are not met 
on time as shown consistently in ABFA utilisation.  

Section 16 (4) of the PRMA as amended requires that disbursements be made to the national 
oil company not later than three working days after receipt of petroleum revenue into the 
Petroleum Holding Fund. However, this is not complied with because of internal 
bureaucracies at the Ministry of Finance which delay the release of funds. Ministry of Finance 
needs to remedy the situation to comply with the Act.  

2019 ABFA and the trends of utilisation  

The ABFA received $270,838,991.39 (about GHS1.385 billion) as at the end of September 
2019. However, only 71% of this amount was actually utilized, leaving an unspent amount of 
GHS397.93 million despite the fact that the ABFA expenditure target of GHS2.12 billion has 
not been realised. This raises questions about poor budget execution, as has been the practice 
in previous years, leading to an accumulation of unspent ABFA that remains unutilised. In 
2017, there was a balance brought forward of about GHS 400 million in the ABFA accounts.  
In 2018, the total receipts under the ABFA was GHS1.07 billion. However, total expenditure 
for the year was GHS826 million (GHS406 million under CAPEX and GHS421 million under 
goods and services) leaving a balance of GHS251.37 million. Total balance for 2017 and 2018 
under ABFA therefore amounts to GHS652.29 million. Between 2017 and the third quarter of 
2019, total unspent ABFA year-on-year amounts to GHS1.05 billion (see Figure 3). Assuming 
that the balance for GHS397 million will be used in the last quarter in 2019, the balance of 
GHS652.29 million from 2017 to 2019 should have been accounted for in the 2020 
programmed expenditure.  

Figure 3: Unutilised ABFA receipts (2017 – 3rd quarter 2019) 

 

Source: 2018 Petroleum reconciliation report and (2019) and 2020 budget statement (2019) 

It is intriguing to know that significant balances of ABFA remains unspent each year and yet 
budgeted expenditure on CAPEX is not consistently met. For example, in 2018 ABFA of 
GHS1.06 billion was allocated to CAPEX and GHS463 million to goods and services. In that 
same year, the actual disbursement to ABFA was GHS1.07 billion. However, total ABFA 
expenditure on CAPEX was GHS406 million representing 38 percent of planned ABFA 
expenditure on CAPEX. So far, expenditure patterns in 2019 mimic that of 2018. The 
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government has attributed the high ABFA underutilisation rates to delays in procurement 
processes and delays in validating claims for work done by MDAs. This is not good enough an 
excuse particularly when development challenges in the country are enormous.  

Recommendation 

The poor budget execution requires a robust implementation plan that allows projects to be 
implemented uninterrupted to avoid piling the capital budget of ABFA that could be useful 
for infrastructure development across the country.  

Sectoral expenditure of ABFA in 2019 

The priority area of education received the highest amount of GHS570.8 million from the 
ABFA in the first three quarters of 2019 representing 58 percent of the total expenditure of 
the ABFA. This was followed by the priority area of roads, rail and other critical infrastructure 
which received GHS300.25 million representing about 30 percent of total ABFA expenditure. 
The agricultural and health priority areas received the least amounts of GHS70.2 million and 
GHS43.6 million respectively from the ABFA within the same period (see figure 4).  

 
Figure 4: ABFA utilisation by priority area (1st to 3rd Quarter, 2019) 

 

As at the end of the third quarter in 2019, the education priority area had received about 84 
percent of its 2019 planned expenditure. Also, the health priority area received about 92 
percent of its planned expenditure. The roads and agriculture priority areas have received 
less than 30 percent of their planned expenditure for the same period. Although a significant 
portion of the planned expenditure in the health priority area has been met, budgetary 
allocation of ABFA to the sector still remained a small amount compared to other priority 
areas such as education and roads.  

The expenditure outcome for physical infrastructure in the agricultural priority area in 2019 
is not substantially different from the occurrence in 2018. Five percent of the realized ABFA 
was spent on the agriculture priority area; a marginal increase of about 1 percentage point 
from 2018. The expenditure also represents 18 percent of planned ABFA expenditure on 
agriculture. Similarly, expenditure on physical infrastructure in roads and rails was 21 percent 
of realised ABFA and 28 percent of planned expenditure in the priority area. This indicates 
that the expenditure outcomes in these two areas were poor even though the ABFA had 
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significant unspent balance of about GHS 397 million for 2019 and cumulatively 1.05 billion 
from 2017.  

ABFA allocations for 2020 

The government intends to spend GHS4.33 billion of petroleum revenue in 2020, of which 70 
percent is planned to be spent on capital expenditure and 30 percent on goods and services. 
This amount is almost equal to the projected ABFA revenue of $761.3 million. This is an 
indication that the unspent balance of GHS 652.29 million of ABFA balance for 2017 and 2018 
are not being accounted for in the 2020 budget. 

The ABFA was allocated to 15 Ministries, Departments and Agencies (MDAs) including the 
Office of Government Machinery. About 99.8 percent of the allocation to goods and services 
is planned to finance the free SHS programme while the remainder will finance the activities 
of the Public Interest and Accountability Committee.  

A total of 71 percent of ABFA to CAPEX is allocated to the Ministry of Roads and Highways 
and the Ministry of Special Development Initiatives. Whereas the Ministry of roads and 
highways will receive the highest allocation of 40 percent of ABFA allocation to capital 
expenditure, the Ministry of Special Development initiatives will receive 31 percent of ABFA 
allocations. The remaining 29 percent was distributed among other ministries such as Health, 
Food and Agriculture, Trade and Industry, Energy, Water Resources and Sanitation, Works 
and Housing, Transport, Education, and the Ministry of Defence. 

Figure 5: ABFA Allocations under Capex and Goods 
and services 

 

Figure 6: ABFA allocation under CAPEX for 
various MDAs 

 

ABFA significantly has replaced the domestically financed capital budget of Ghana from the 
consolidated fund. In 2020, ABFA represents 80.4 percent of the total capital budget of the 
government of Ghana. This means that all other revenue sources of the country are spent on 
recurrent expenditure essentially salaries and debt repayments (see figure 7). 
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Figure 7: Breakdown of government’s capital budget for 2020 

 

 

a. ABFA expenditure in priority areas 

Section 21 (5) of the PRMA (Act 815) as amended, indicates that the minister shall prioritize 
not more than four priority areas for which the ABFA must be applied. These priority areas 
must be renewed every three years. This is to maximise the impact of the use of the 
petroleum revenue. In 2011, the government of Ghana defined priority areas for ABFA 
utilisation for the first time and this was maintained in 2014. In 2017, a new set of priority 
areas were defined to span between 2017 and 2019.  This means that new priority areas 
should be defined for the period spanning 2020 to 2022 in accordance with the law.  

However, ACEP observes that the 2020 budget is silent on the priority areas for ABFA 
investment over the medium-term period of 2020 to 2022. Instead, government plans to 
disburse ABFA to programs and activities between the Office of Government Machinery and 
14 other Ministries. The ABFA will be spent on capital infrastructure projects in 13 sectors and 
goods and services in 2 sectors. This is in clear breach of the PRMA. In periods where the ABFA 
was prioritised, expenditure straddled many sectors of the economy which entrenched thin 
spreading of limited funds, time overruns and budget overruns of projects. The implication of 
not prioritising the revenue could be worse than current practices.  

Recommendation 

ACEP recommends that government clarify its priorities for the next medium term in line with 
the law. This will require than an amendment to the budget is presented to Parliament.  
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b. Observations of ABFA in the 15 sectors  

The table below presents a summary of projects to be funded by ABFA under the 15 identified sectors.  

Ministry Project / Program Amount (GHS) Observations / Recommendations  

 Office of 
Government 
Machinery 

• Free SHS program 
 

1,297,763,595 ABFA contributes 53 percent to the total budget on free 
SHS programme.  

Education   • STEM centres 16,800,000 In paragraph 946 of the budget statement, the 
government indicates the construction of 20 STEM 
centres across the country. However, in both Appendices 
4 and 5 of the statement, government indicates the 
construction of 10 regional STEM centres with oil 
revenues. It is not clear where the funds for the 
remaining 10 centres will come from. ACEP further 
recommends that specific details of the projects be 
provided to enable tracking of the delivery of the 
projects.  

Regional 
reorganisation 

• 12No. Admin. Blocks for Decentralised 
Departments; 

• 6No. 4-Storey 16Unit 3-Bedroom Senior Staff 
Flats in the Regional Capitals; 

• 12No. 4-Storey 16-Unit 2-Bedroom Junior Staff 
Flats in the Regional Capitals; 

• 6No. 4-Storey 12-Unit 3 Bedroom Senior Staff 
Flats of Decentralised Departments in selected 
municipalities and districts; 

• 24No. 4-Storey 16-Unit 2-BedRoom Junior Staff 
Flats of Decentralised Departments in Selected 
Municipalities and Districts; 

• 6No. Regional Ministers Residencies in the New 
Regions; 

125,000,000 The allocation of the ABFA to the Ministry represents the 
entire capital budget of the Ministry.  It is likely the GHS 
125 million will not be enough to fully finance all the 
projects under the ministry. The rationale for starting all 
these projects is not given and therefore exposes oil 
revenues to the risk of time and cost overruns on these 
many projects.   
 
ACEP recommends that the GHS125 million should 
target what can be completed with the budgetary 
allocation, accompanied by a robust framework to 
ensure that project execution follows stated timelines 
and within budget.  
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Ministry Project / Program Amount (GHS) Observations / Recommendations  

• 6No. Deputy Regional Ministers Residencies in 
the New Regions; 

• 6No. Regional Hospitals; and 

• 6No. administration blocks 

• 12No. Duty Post Bungalows for Regional Police 
Command. 

Ministry of 
Finance 

PIAC’s operations 3,091,200 PIAC’s funding allocation has increased by 3.8 percent 
in 2020 compared to 2019. ACEP expects that the 
Ministry of Finance disburses timely to PIAC its share of 
ABFA in order to execute its planned activities within 
the year 2020. 

Food and 
agriculture  

• Procurement of small to medium scale agro 
processing machinery 

• Construction of dam to hold Bagre dam spillage  

225,978,000 
o/w 75,978,000 
is for the 
construction 
dam to hold 
Bagre dam 
spillage 

It is commendable that ABFA investment in this 
important sector is very specific and focused. The 
specific investments will address post-harvest losses that 
poor rural farmers face.  ACEP however observes a 
consistent failure of government to fully disburse 
allocated funds to the sector despite yearly increase in 
allocated funds. ACEP recommends that government 
should fully disburse allocated funds to the sector to 
maximise the benefits that the stated investments will 
bring.   
It is not clear whether the GHS 75.9 million is part of the 
$1 billion integrated Pwalugu project which is also aimed 
at holding water from the Bagre Spillage. Government’s 
medium-term expenditure program for the dam 
between 2020 to 2023 is about GHS 248 million (about 
$44 million) which is about 4.4 percent of estimated cost 
of the integrated Pwalugu project.  
Therefore, a lot of clarity is required on the financing of 
the Pwalugu project which is not captured in the budget.  
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Ministry Project / Program Amount (GHS) Observations / Recommendations  

Trade and 
Industry 

One District, One Factory (1D1F) Programme  78,000,000 Allocation to 1D1F is under capital expenditure. 
However, there are no specific targets under the 1D1F 
programme for which GHS78 million is allocated to.  

Energy • Ministry of Energy 60,000,000 Clearly, the GHS60,000,000 allocation from the ABFA for 
the Ministry is for capital expenditure. However, the 
specific activities are not detailed out in the budget.  

Water and 
Sanitation  

• Construction of water supply projects in Yendi, 
Tamale, Damongo and Upper East 

• Implementation of Greater Accra Metro Area 
Sanitation and Water project 

• Implementation of water project in Kpong 
Phase 2; Ho and Hohoe; Sekondi/Takoradi; 
Sunyani; Essiama; Begoro Assin Fosu; Tarkwa; 
Keta and Techiman 

• Rehabilitation of Weija Treatment Plant 

• Dredging of water treatment intakes 

38,948,657 The entire capital budget for the ministry for all the 
projects relies on the ABFA. There is the likelihood that 
the allocated money will not be enough for all the 
projects. ACEP recommends that the allocated funds 
should therefore be used for projects that can be 
completed with the budgetary allocation.   

Ministry of 
works and 
housing  

• Continuation of coastal protection projects at 
Adjoa, Elmina, Dansoman, Amanful Kumah, 
Dixcove and Axim, Cape Coast, Komenda and 
Anomabu 

• Continuation of Sakaman Lot 1 and Goaso Lots 
1 and 2, Ejura Lot 2 Tepa Lot 2 drains  

• Construction of concrete drains inn 62 
communities 

120,000,000 Some of these projects such as the ones in Adjoa and 
Blekusu have been recurrent in yearly budget 
statements since 2016. Delays in implementing projects 
are linked to thin spreading of limited funds on many 
projects which also leads to cost overruns.   

Roads and 
Highway 

• Construction of 15 bridges 

• Construction of 37 trunk roads and urban roads 
in 15 regions 

1,201,000,000 There are no specific budget lines allocated to the many 
projects. Over the years the problem with the road 
sector has been the excessive cost overruns resulting 
from delays in payments.  The delays render the sector 
the most inefficient eroding public funds because of the 
delays in payments and project execution. ACEP 
recommends focused investments in fewer roads and 

Railways 
Development 

• Construction of Nsawam Koforidua line 

• Construction of 700km Juapong to Paga rail line 

• Construction of Tema-Kumasi Eastern rail line 

112,581,252 
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Ministry Project / Program Amount (GHS) Observations / Recommendations  

rail projects that can be completed on time and on 
budget.  

Transport • Construction of 10 coastal fish landing sites 

• Completion of landing site in Dambai 

• Completion of landing sites in Yeji, Makango, 
and Agordeke 

12,373,275 The entire capital budget for the ministry is from the 
ABFA. However, the adequacy or otherwise of the GHS12 
million allocation for the projects cannot be deduced 
from the budget.  

Special 
Development 
Initiatives 

• Ministry of Special Development Initiatives 
Headquarters 

• Development authorities 

944,249,741 Although the budget specifies that ABFA investments 
will go to fund the Ministry’s headquarters and its 
development authorities, no further details on the actual 
projects which will be carried out under the various 
development authorities are provided. However, a list of 
projects under the Infrastructure for Poverty Eradication 
Programme (IPEP) was provided. It is therefore assumed 
that most of those projects will be financed with the 
ABFA.  

Health • Health Infrastructure 

• e health project 

57,396,929 Out of the GHS57 million allocated to the ministry, 
GHS13 million is allocated to the e health project. There 
are many health projects which are listed in the budget 
but there are no specific amounts aligned to the projects 
under ABFA.  

Defence • Construction of 250 housing units for the Ghana 
Navy 

• Purchase of equipment for the Ghana Navy 

43,000,000 There are no details on whether the ABFA accounts for 
the full cost of the project. It will be relevant for 
government to detail how the entire project will be 
financed to enable proper tracking of the delivery of the 
project.  
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It is worrying to note the lack of clarity on specific ABFA projects for 2020. Government’s 
consistent practice of failing to identify projects to be funded by ABFA limits timely project 
implementation monitoring to strengthen accountability.    

ACEP has observed that ABFA investments do not account for the vulnerable. The objective 
of the PRMA focuses on equity, welfare and economic opportunities. The expenditure of oil 
revenue thus far shows worrying discrimination against persons with disability and those 
requiring social protection. Critical investment in specific infrastructure across the country is 
needed to ensure the inclusion of persons with disability.  

c. Allocation of ABFA to DACF 

On 12th June 2019, the Supreme Court made a determination on the contribution of oil 
revenue to the District Assembly’s Common Fund (DACF). This was the result of a petition to 
the apex court for an interpretation of Article 252 clause 2 of the constitution, 1992. The 
plaintiffs for the case sought for a  “declaration that the exclusion of the District Assemblies 
Common Fund in the disbursement of benchmark revenue from oil operations as provided 
for under sections 3, 16 and 21 as well as the First Schedule of the Petroleum Revenue 
Management Act, 2011 (Act 815) as amended is unconstitutional and therefore null and 
void.” 

The court ruled that Ghana Petroleum Funds (the GSF and the GHF) can be excluded from the 
allocations to the DACF since they are not available to the budget immediately. However, the 
court held that the ABFA is part of total revenue and that not less than 5 percent must be 
allocated to the DACF.  

Following the ruling, it was expected that at least 5 percent of ABFA be allocated to the DACF 
in the 2020 budget statement. Even though the minister indicated in paragraph 432 of the 
budget statement that government will comply with the ruling, the ABFA allocations show no 
commitment to DACF. The budget allocated a total of GHS2.3 billion to the DACF which is 
solely borne from other government obligations. This is in clear breach of the ruling. 

 

3. POWER SECTOR  

ACEP takes note of the renewed effort to renegotiate some of the Take or Pay agreements of 
the power sector in an attempt to address the financial challenges facing the sector and to a 
large extent the economy of Ghana, imposed largely by political actions and inactions. The 
financial challenges of the power sector are no secret; neither are they unexpected events 
that struck the country. ACEP is on record with over a dozen write ups on the poverty of 
decisions that have culminated in the situations that present the power sector today as the 
black hole of the Ghanaian economy. This situation makes ACEP’s position to government in 
2015 regrettably prophetic; 

“It is also important to highlight the looming danger in government’s action to contract long 
term emergency power solutions while it has signed up to the Millennium Challenge Compact 
which makes government's commitments after signing the compact not binding on the 
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concessionaire. This exposes the public purse to significant risk, estimated to be in excess of 
US$350m in only Capacity Charges for the emergency plants every year if the concessionaire 
does not see value for money in the Emergency plants.”3 

Renegotiation of power contracts with Independent Power Producers (IPP) 

For a while now, government and the power sector stakeholders have been seized with the 
reality that the power sector is in crises. A 2017 World Bank publication highlights the financial 
difficulties of Ghana’s power sector. Since then, government has recognized the need to 
address these challenges in each year’s budget and public speeches. In 2019 alone, 
government has lamented the challenges on three important occasions: 

• The Vice President indicated in his presentation at the town hall meeting held in Accra 
on the 3rd of April, that the country was paying about $25 million every month for 
excess capacity alone and that could rise to about $40 million by the end of 2019 when 
other generation systems are expected to mature.  

• In the 2019 mid-year budget review the Minister of Finance reiterated the cost of 
excess power generation capacity on government’s purse and the nation as a whole 
and therefore outlined far reaching measures including the conversion of all take-or-
pay contracts to take-and-pay contracts.  

• In the 2020 budget, government has repeated the unsustainable nature of the current 
power sector and has set up a committee to oversee negotiations with IPPs to 
minimize the fiscal impacts of take-or-pay power purchase agreements.  

The slow action on this important subject continues to hurt government finances, creates 
uncertainty in the power market and worsens the challenges of the power sector value chain.  

Recommendation 

Given the critical nature of the power sector challenges, ACEP recognises that bold decisions 
are required to salvage the power sector and by extension, the finances of the country. The 
government of Ghana should therefore:  

1. Be bold to cancel some of the emergency power plant contracts that currently serve 
no purpose and pay the liabilities. ACEP believes that it is better to cancel and pay 
than to renegotiate the continuous existence of some of the power contracts.  

2. Outrightly purchase some of the maturing power plants to save payment on recurrent 
capacity charges. This should be guided by a framework that prioritises the efficiency 
of the plant and the associated tariff.  

3. Ensure that there is transparency and fairness in the bilateral consultation process 
between Government and each Independent Power Producer (IPP).  

 

 

 

 
3 ACEP 2015, Comments on the Supplementary Budget of Ghana. 
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Cancelation of LNG contracts 

The 2020 budget indicates government’s intention to cancel LNG projects under negotiation 
and to place a moratorium on future procurements of LNG. This is a recognition of the fact 
that available domestic gas is enough to meet demand in the short to medium term. ACEP’s 
analysis shows that new gas discoveries present additional domestic sources that render 
external sources irrelevant. Additional commitments to LNG distort government’s push for 
aggressive upstream exploration activities, as domestic gas discoveries stand the risk of 
becoming stranded. It is therefore welcoming to see government’s stance on suspending LNG 
sale and purchase agreements until further notice.  

There is however no clarity on the status of the Tema LNG project under construction which 
present a liability of over $820 million a year when completed. ACEP observes that the LNG 
regasification facility is currently under construction to receive gas from Gazprom’s Gas Sales 
Agreement (GSA) with GNPC. The construction of the LNG facility requires government’s 
immediate action to halt the process to avoid risk of liabilities on the National Oil Company 
and by extension the national budget.  

Recommendation  

Given the costs of the importation of LNG and Ghana’s current domestic gas supply volumes, 
ACEP recognises that Ghana needs to focus on reducing rather than accumulating more debts 
through the importation of LNG. The government of Ghana should therefore suspend the 
construction of the LNG facility at Tema and rather focus on the optimisation of domestic gas.  

Gas utilisation and power sector challenges 

Relocating the Karpowership to the Western Region and converting its fuel source from Heavy 
Fuel Oil (HFO) to gas is good news for Ghanaians for two reasons. First, gas is a relatively 
cheaper source of fuel for power production compared to HFO. All other things being equal, 
cheaper gas, coupled with stable gas price over a long-term contractual period, potentially 
translates to lower electricity tariffs for power consumers. Secondly, if operating at full 
capacity, the 450MW Karpowership will consume about 85mmscf of gas per day of the 
171mmscf of gas per day from the Sankofa Gye Nyame (SGN) field which government has 
contracted on a take or pay basis. As a result of Karpowership’s use of gas from the SGN field, 
the monthly cost to government of unutilised gas from the SGN field under the take or pay 
Gas Sales Agreement (GSA) will minimize. 

There, however, remain three key issues that need government’s urgent attention.  

• First, the price of gas from the SGN field remains unclear to the public, thereby limiting 
any assessment of the extent to which a gas-run power plant will impact positively on 
tariff for consumers. Government claims that it has reduced the SGN gas price by 
forfeiting royalty and GNPC’s participation. However, these have not been firmed up 
contractually with the project partners.  Meanwhile PURC is using the reduced price 
communicated by government in the tariff methodology.  
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• Secondly, since the power sector does not exhaust the entire quantity of take or pay 
gas from the SGN field, the government still faces the risk of continuously paying for 
unutilized gas.  
 

• Thirdly, gas utilisation does not entirely solve the financial burden on government if 
the power sector is unable to pay for it. The problem of inefficiency and debt 
accumulation in the power sector, which were supposed to have been resolved by 
private sector participation in ECG have not been addressed. However, government 
has declared its commitment in the budget to democratize a new process for private 
sector participation in ECG. It is anticipated that this commitment will incorporate 
broad based consultation to arrive at a workable framework that avoids repeating the 
PDS conundrum.  

Recommendations 

To optimize gas supply under the SGN Gas Sales Agreement (GSA), the government must 

1. Be transparent about gas price renegotiations to enable interested stakeholders to 
conduct independent assessment of tariff implications for consumers. 

2. Communicate a robust plan to increase demand for and utilization of domestic gas to 
minimize the fiscal burden on the state for unutilized gas under the take or pay GSA. 
One way to increase domestic consumption of gas is to increase consumption of 
electricity by industries. This requires that potential consumers of excess power are 
mapped out to take power at a cost below the average tariff. This provides extra 
incentive to activate demand suppressed by high tariff to come on stream.  


