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Introduction  

 

The assets and distribution operations of Electricity Company of Ghana (ECG) will be 

transferred to a new entity to manage in February 2019 if the Parliament of Ghana approves 

the transaction agreement through a joint memorandum presented by the Minister of 

Finance and the Minster of Energy. This will be a culmination of a 5 year-process to breath a 

new life into the distribution segment of the electricity sector.  

 

In 2014 the government of Ghana signed an economic corporation agreement with 

Millennium Challenge Corporation (MCC), acting on behalf of the government of the United 

States of America, to advance economic growth in Ghana. This agreement was the second 

Compact for Ghana with the MCC. The focus of the entire financial support to Ghana under 

the Compact was devoted to reforming the power sector under six projects; 

 

i. ECG Financial and Operational Turnaround Project; 

ii. NEDCO Financial and Operational Turnaround Project; 

iii. Regulatory Strengthening and Capacity Building Project; 

iv. Access Project; 

v. Power Generation Sector Improvement Project; and 

vi. Energy Efficiency and Demand Side Management Project. 

 

These projects aimed at achieving the compact objectives to; 

a. increase private sector investment and the productivity and profitability of micro, 

small, medium and large-scale businesses;  

b. Increase employment opportunities for men and women; and 

c. raise earning potential from self-employment and improved social outcomes for 

men and women 

 



ECG Financial and Operational Turnaround Project 

 

Even though there are six projects under the Compact, the ECG Financial and Operational 

Turnaround Project (ECG Private sector Participation (PSP)), is the most important project, 

at least considering the allocation of funds to the project. The project will utilize a little over 

68% of the compact funds. The ECG is considered the weakest link in the power sector with 

high inefficiency (at 32% of technical, commercial and collection loses) significantly above 

global industry standards of about 8%.  In 2017 the company made losses of GHC796 million 

which increased the liabilities of the company to GHC 7.6 Billion against its current assets of 

GHC 5.5 billion.  

 

This is the crystallization of long episodes of poor management, political interference in the 

operations of the company and inadequate investment to maintain or update equipment of 

the utility. The decision therefore was to transfer ECG into private hands for investment and 

management and maintenance of the distribution of electricity in southern sector of the 

country.  

 

The government of Ghana through MiDA has selected Power Distribution Services Ghana 

(PDSG) Limited as the eventual winner of the bid to take over the operations of ECG on a 

20-year concession.  

 

Government’s bold decision to cease control of ECG and deal with it’s recurrent 

indebtedness to the Distribution sector  

 

Government’s decision to release ECG from its grips is a bold one. Both NDC and NPP have 

shared in this resolve to ensure that the off-taker of power generated is viable, credible and 

sustainable. The counter argument of it being an admission of failure cannot be ignored; it 

may satisfy the theoretical presumption that the business of government is not to do 

business, but to provide the enabling environment and regulatory sanctity and sanity to 

protect the ordinary consumer.   

 

One of the challenges the utility has faced is the nonpayment of bills by the government. 

This has contributed to the financial challenges of the utility. Under the PSP all government 

departments will be provided with prepaid meters to compel government to pay its bills. It 

is equally bold to see government agree to this proposition in the face of fiscal challenges 

which continue to hinder government’s responsibility toward its electricity bills.  

 

However, the agreement proposes the exclusion of “strategic facilities” in a Listed MDAs; 

Office of the President, the Ministry of Defence, the Ministry of Interior and the Ministry of 

Health. The specific facilities to be exempt from prepayments metring under those MDAs 

are not given. 



 

The Agreement also does not provide a strategy to pay for the electricity use of the strategic 

facilities. The MDs pencilled as strategic happen to be the most energy demanding ones, 

usually operating for 24 hours, in the entire government setup. Without mechanism to pay 

the bills, the risk of government default is still high and threatens the sustainability of the 

concession agreement. 

 

 

The PSP Process  

 

The Government through its implementing agency, Millennium Development Authority 

(MiDA) had to first decide on the type of PSP model that better delivers on the objectives of 

the PSP. The result of a study conducted on the models recommended the Concession 

option as the appropriate option for Ghana which subsequently got the approval of 

government. 

 

MiDA started an international competitive tendering process through Request for 

Qualification (RFQ) and subsequent Request for Proposals (RFP). The RFQ attracted 34 

applicants. The RFQ was to select the best initial offering that satisfied technical experience 

in electricity distribution, experience in developing countries and financial capacity to invest 

in the ECG. Out of the thirty-four (34) applicants only six were prequalified.  

 

Out of the six prequalified only two submitted proposals for the bid. The reasons the other 

four did not continue the process has remained speculative; some believe the additional 

requirement for 51% local content proved challenging for some of the consortia whiles 

others were dissatisfied with the information on the status of the ECG. The challenge is that 

MiDA has not provided any detailed information on the challenges faced by the process.  

 

Local Content  

 

One of the challenges faced by MiDA after the RFQ was to satisfy the NPP campaign promise 

of 51% local content. This became part of the RFP document sent to the six bidders. The 

consortium - Power Distribution Services Ghana (PDSG) - led by Meralco satisfies the local 

content requirement as shown in table 1. 

Table 1: Companies in the PDSG 

Partners  Origin Shares 

Manila Electric  Philippine 30% 

TG Energy Solutions Ghana  Ghana 28% 

Anergia SA  Angola 19% 

Santa Baron Ventures Ghana 13% 

GTS Engineering LTD Ghana 10% 



   

This arrangement constitutes 51% local and 49% foreign interest. What remains unclear is 

how the consortium was formed after Meralco won the bidding process. MiDA has to 

explain this to the public. If all the companies that qualified to bid had been given similar 

opportunity to comply with the local content prescriptions as condition subsequent, that 

could have changed the competitiveness of the bids significantly.  

 

Affidavit in Support of RFQ and RFP 

 

Beyond the technical experience and financial requirement for the RFQ and RFP, the bidders 

were required to submit an affidavit from each member of a consortia to confirm that each 

member; 

 

1. Has not been convicted by a final and binding judgment for a crime committed in the 

course of performing its professional activity; 

2. does not have unsettled tax liabilities in respect of judgments awarded by any Court 

or similar proceedings in the period of three (3) years prior to the publishing of the 

RfQ, save in each case to the extent that it has made a suitable accounting provision 

for such liabilities in accordance with applicable accounting regulations; 

3. does not have liabilities on the grounds of sentences rendered in criminal or 

misdemeanour proceedings in the period of at least three (3) years prior to publishing 

of the RfQ; 

4. neither it nor to its knowledge any Relevant Person (including as applicable any 

member of the consortium) has been convicted of fraud, bribery, corruption, 

collusion, or money laundering or for a criminal act involving dishonesty, physical 

violence, harm to human life, trafficking in persons, or trafficking in controlled 

substances, nor is under investigation for, such criminal activities; 

5. it is not subject to a conflict of interest or potential conflict of interest which arises 

from a relationship between it, its employees, or any Relevant Person and any GoG 

ministry, departments, agency, or body or their officials or employees which has have 

direct or indirect influence in the scope or manner of execution of the Transaction, or 

the conduct of the Tender, and which relationship can give rise to reasonable 

concerns about the impartiality (in relation to it) of the Tender or the Tender 

Evaluation Committee; 

6. is not excluded from a bid or other public process in Ghana, and is not: 

a. debarred from financing by any multilateral development bank that is party 

to the Agreement on Mutual Enforcement of Debarment Decision of 9 April 

2010 (www.crossdebarment.org) for the activities required to carry out the 

obligations of the Concessionaire and to build and operate the Project; 



b. listed on any financial sanctions lists promulgated by the UN Security Council 

or its Committees, pursuant to any Resolution under Chapter VII of the 

Charter of the United Nations; or 

c. engaged, and it does not engage, in operations (directly or through any 

subsidiary) or transactions that are not in compliance with the sanctions 

promulgated by the UN Security Council or its Committees pursuant to any 

Resolution under Chapter VII of the Charter of the United Nations or national 

sanctions in Ghana. 

 

These important requirements would have been met by all applicants pursuant to a 

successful submission of a bid for the ECG PSP. However, the current consortia that has 

entered into agreement with the government, pending Parliamentary ratification, cannot be 

said to have satisfied these requirements in the RFQ and RFP. This is because at the time 

Meralco submitted its bid the entities in its consortium now (70% owner of the 

arrangement1) were not part of the arrangement. Meralco was the only company that went 

through the bidding process without local partners until they won the bid as sole successful 

applicant.  

 

The fundamental clarity required at this point for parliament and the general public is how 

did Meralco’s partners satisfy the RFQ and the RFP after the close of bids? Satisfactory 

answers to this question will improve public confidence in the award process. Parliament 

therefore would have to demand these answers for the public. More specifically parliament 

has to; 

1. demand Meralco’s response to the RFQ and RFP to satisfy itself that the company 

complied with the RFQ and RFP.  

2. verify the affidavit submitted by all the parties to the agreement to be satisfied that 

the individuals and entities in the consortium are credible to handle the national 

asset  

3. verify the beneficial ownership of the members in the consortium.  

 

Again, one of the members of the consortium TG Energy Solutions Ghana Limited, applied 

and did not qualified by MiDA during the RFQ process. It is important to know what made 

them eligible to be part of the PDSG consortium, having failed to qualify for the 

prequalification.  

 

Procurement of New Generation Systems  

 

Sections 2.7 of the Bulk Supply Agreement provides for international competitive tendering 

for generation addition. This is an important change that deviates from the political 

                                                      
1 See table one. 



procurement of generation additions which has resulted in high cost of generation and 

excess capacity.  

 

Tax Payments  

 

Section 6 of the Bulk Supply Agreement (BSA) provides that the company shall pay all Value 

Added Taxes and National Health Insurance Levies that arise in connection with the 

transactions contemplated under the agreement to ECG. Similar provision is in section 2.1 of 

the Government Support Agreement. This confers on ECG tax collection duties from the 

company. The Ghana Revenue Authority (GRA) should be able to collect and assess taxes 

due under this agreement.  

 

It is therefore recommended that taxes should be paid directly to GRA by the company 

which can be reconciled by data provided by ECG. This will reduce the transaction time of 

moving tax revenue from the company to ECG before going to GRA/ the Consolidated Fund.  

 

Portfolio of PPAs; Schedule 3 of the Bulk Supply Agreement (BSA) 

 

The Schedule provides for the list of portfolio Power Purchase Agreements (PPAs) to be 

transferred to the company. However, the document presented to parliament for approval 

does not contain the list of portfolio PPAs. This does not provide certainty on the plants that 

have been agreed to constitute the portfolio PPAs. Given that any existing PPA that is not 

captured in the portfolio will be paid for by citizens, parliament should know the generation 

plants that constitute the portfolio PPAs.  

 

Monitoring Data for the general public  

 

The agreement does not provide for the publication of periodic performance data by the 

company. There is the need for the public to be part of the monitoring of the concession 

agreement through availability of data.  

 

 


