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1.0 Introduction

After 12 years of oil production in Ghana, output data indicates a consistent year-on-year
decline since peak production in 2019 (Fig 1). This decrease is partly due to the natural
decline of the only three producing fields among the 14 active petroleum agreements.
The Offshore Cape Three Points (OCTP)’s Sankofa Gye Nyame (SGN) field was the last
to come on stream in 2017. Despite ongoing drilling campaigns aimed at increasing
production, such as the Jubilee South East Project, which is expected to boost output by
approximately 30,000 bpd, the industry has seen limited exploration and development
activity in Ghana’s upstream sector. The importance of expanding and replenishing
reserves through new explorations in Ghana’s basins and accelerating the development
of discoveries to production cannot be overemphasized.

Figure 1. Declining Trend in Petroleum Production
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The declining production raises serious questions about the priorities of government and
sector regulatory institutions, including the Petroleum Commission and the Ministry of
Energy. This concern is particularly significant given that no new production commenced
five years after Sankofa Gye Nyame came on stream. It is essential to highlight that the
Petroleum Agreements (PA) signed with these companies specify minimum work
obligations to be met within agreed timelines, accompanied by sanctions for non-
compliance. However, ACEP’s Contract Monitor indicates that some contractors have
consistently failed to fulfil their minimum work obligations over the years without facing
any sanctions.
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In 2021, however, the Ministry of Energy terminated four agreements due to non-
performance. These included Brittania-U’s Southwest Saltpond block, Sahara Energy’s
Shallow Water Cape Three Points block, UB Resources’ Offshore Cape Three Points
South block, and Swiss African’s Onshore/Offshore Keta block. The initial exploration
periods for some of these blocks had expired for four or more years before their eventual
termination without any evidence of extensions. While the termination of these
agreements is commendable and aligns with ACEP’s consistent advocacy, many non-
performing agreements still hinder the country’s ability to replace reserves and
accelerate production. This issue is particularly pressing in light of the risks of stranded
assets due to the energy transition.

Since 2017, ACEP has consistently monitored the performance of upstream petroleum
contracts in Ghana through the Petroleum Contracts Monitor. This initiative follows
successful advocacy for open contract disclosures, enshrined in the Petroleum (E&P)
Law (Act 919). This report continues the monitoring efforts by assessing the performance
of existing non-producing petroleum agreements with respect to their work obligations.
The assessment sources information from ACEP’s Industry Intelligence and PIAC’s
reports on the petroleum agreements.



2.0 Regulatory Inefficiency and Limited
Activity in Ghana’s Upstream Industry

The decline in petroleum production from Ghana'’s basins has significant implications for
the government’s balance of payment and attendant negative impacts on the domestic
currency. These implications require the government to set its regulatory priorities right in
optimizing the petroleum resources from the country’s basins. Unfortunately, three
potential projects which could have been pursued more aggressively to increase oll
production are hampered by regulatory inefficiency. The projects are Aker Energy’s Deep
Water Tano Cape Three Points (DWT/CTP) block, Eni’'s Cape Three Points (CTP) Block
4 and Springfield’s Afina discoveries.

DWT/CTP Development

This block is still in the pre-development phase five years after Aker took over successful
discoveries in the Pecan field. The Pecan field was initially scheduled to go into
production by 2022. After the initial Plan of Development (POD) was presented and
rejected in 2019, the operator was expected to submit a revised POD by 2020. Aker has
consistently extensions to submit a revised POD after failing to deliver on several
deadlines until April 2023, when it finally submitted a revised POD. The delayed
development of the Pecan field raises serious questions about the regulatory regime of
the upstream industry, considering the many concessions granted Aker to accelerate the
development of the Pecan field, including holding on to the block without relinquishment
and the limited regulatory powers of the Petroleum Commission (PC), including
compliance with local content requirements.

While stalling on submitting the revised POD, Aker attempted in 2021 to offload a
significant stake of its interests in the DWT/CTP and the South Deepwater Tano (SWT) in
a composite transaction to GNPC in a bizarre cost padding arrangement that would have
committed the country to about $1.65 billion in cash and $740 million for FPSO financing.
It took the relentless and resilient advocacy of concerned CSOs and other civic advocates
to halt the transaction and protect the national interest. In an interesting turn of events, 18
months after the failed attempt, Aker has sold its stakes in DWT/CTP to AFC Equity
Investment, owned by Africa Finance Corp. At the same time, it has relinquished its
interests in the South Deepwater Tano Block.

Pecan Energies, the new owner of Aker's majority stakes in DWT/CTP, is expected to
accelerate the development of the Pecan field after the approval of the revised POD.
Even before they start work on the block, civic actors are already concerned about the
transparency of the acquisition and demands for justifying the approved redeployment of
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an aged FPSO and its attendant potential risks.

Eni Block 4 Discovery

In June 2021, Eni made a second discovery (Eban discovery) on its Cape Three Point
(CTP) Block 4 license following the Akoma discovery in 2009. The Eban-Akoma complex
has an estimated reserve between 500Mboe and 700Mboe, with an upside potential after
appraisal. As a result, the company proposed a fast-track development with a subsea tie-
in to the FPSO John Agyekum Kufuor on its Sankofa Gye Nyame field, increasing
Ghana’s oil output to fill in the declines from other fields. However, this proposal has not
scaled regulatory lethargy. In contrast, the Baleine 1X discovery by Eni in Ivory Coast,
three months after the Eban discovery, has received regulatory approval for greenfield
development to produce oil by the end of 2023.

Springfield Afina Discovery

In December 2019, Springfield E&P made the Afina-1 discovery, which increased the
company’s discovered oil and gas potential to about 1.5 billion barrels and 0.7tcf of gas.
The Afina-1 discovery was a significant milestone for an indigenous upstream E&P
company. However, the post-discovery work programme has stalled pursuant to the
Ministry of Energy’s directive for the Afina discovery to be unitized with the SGN fields.
The directive has resulted in protracted court cases locally and recently in the
International Court of Arbitration in London. Eni, which operates the SGN field, contests
the claims of straddling by the government and Springfield. True to ACEP’s position, the
route chosen to litigate the claims in court further delays the field's potential, which could
have been resolved scientifically. The cost of the delays to Ghana far outweighs the cost
of deploying the scientific measures (~$10 million) to establish connectivity of the two
fields to warrant unitization. Consequently, the State loses regardless of the outcome of
the legal tussle, having dragged this process for about three years.
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3.0 Political Patronage for the Non-
Performance of Petroleum Contracts

Beyond the three potentials mentioned above, activities in the upstream sector have been
slow or non-existent, as indicated in Appendix 1. Many of the existing block holders have
been inactive. ACEP has periodically highlighted the lack of capacity of most companies
to deliver on their obligations, which by law should attract sanctions. However, these
companies continue to hold on to the blocks without delivering on the terms of the
Petroleum Agreements. Beyond the fundamental capacity constraints of the contractors
to invest in their blocks and deliver their minimum work obligations, a key recurring factor
for the non-performance of the upstream contracts, as indicated by the ACEP’s
Petroleum Contracts Monitor over the years, is the political and regulatory patronage for
the non-performance. For example, contractors have failed to satisfy their minimum work
obligations yet receive extensions to their contract period. In other cases, there is no
evidence of extensions, but the contractors still hold on to the blocks as owners. The
political patronage for inefficiency and the non-performance of petroleum contracts
manifests itself in endless investment roadshows to attract investments for the non-
producing blocks, the Petroleum Commission’s lack of transparency in approving annual
work programs and the aborted competitive licensing regime.

3.1 Fruitless investment forums and roadshows
to attract investments for the non-producing
blocks

The fundamental factor for the non-performance of Ghana’s upstream petroleum
contracts has been the capacity of the contractors to invest in their blocks and deliver on
their minimum work obligations. This lack of capacity to invest is the fruit of the erstwhile
non-competitive contracting process for awarding these blocks, which allowed companies
without any track record of upstream operations or demonstrable financial capacity to be
awarded oil blocks. After failing to sanction the contractors for their non-performance, the
government has organized and attended endless investment forums and roadshows at
home and abroad to attract investments for the non-producing blocks. ACEP’s count
shows 19 investment forums organized or attended by the Ministry of Energy and its
agencies between 2019 and January 2023 alone. Yet, these forums and roadshows have
failed to deliver any investments into these blocks as they remain unproductive with no
exploration activity.
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3.2 Lack of transparency in the approval of annual
work programs

The Petroleum Commission is mandated to approve the annual work program of all
upstream companies for their operations. Embedded in this mandate is the responsibility
to monitor and ensure compliance with the work programs. If this responsibility were
carried out diligently, it would be difficult for non-performing contracts to receive approvals
for subsequent years without sanctions. The Commission does not provide transparency
on the annual variations to the work programs and the approvals. This provides an
incentive for non-compliance with the terms of the PAs signed by the companies.

In preparing this report, ACEP wrote to the Petroleum Commission employing the Right to
Information (RTI) processes for copies of the approved annual work programmes and
local content plans of upstream companies from 2020 to 2022 to understand the
approved variations to the work programmes and local content of the companies on an
annual basis and the reasons offered by the companies for the same. Unfortunately, the
Commission denied ACEP access to these documents, citing “confidential and
proprietary” reasons for their denial. It is important to note that the reasons cited for
denying access subverts transparency on the performance of companies relative to their
Petroleum Agreements (PAs) and local content regulations.

3.3 Aborted Open Contracting and Licensing
Round

In 2018, Ghana launched its first competitive round to award six blocks. The bidding
process was completed in 2019, pending the award of licenses. The award process has,
however, stalled with protracted negotiations until January 2023, when the Ministry of
Energy communicated to the bid winners to reapply for the blocks under direct
negotiations, a clear contrast to the ongoing roadshows to presumably attract investors.

Section 10 of Act 919, which established the open and competitive licensing regime to
award oil blocks to cure the ills of the erstwhile first-come-first-served regime, also
provides exceptions to the open licensing process. These exceptions introduce significant
governance risks to the open licensing process. One such exception is the discretion
given to the Minister to ignore the outcome of the open licensing process to favor direct
negotiations. Section 10 (4) and (5) provides that:

(4) Despite subsection (3), the Minister may on stated reasons decide not to enter
into a petroleum agreement after the tender process as prescribed.

(5) Where all or part of the area offered for tender in a public tender process has not
become the subject of a petroleum agreement, but the Minister determines that it is
in the public interest for that area to be subjected to a petroleum agreement, the
Minister may initiate direct negotiations with a qualified body corporate for a
petroleum agreement.
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During the consideration of Act 919, ACEP raised concerns about this discretion as a
significant risk for the efficient award of contracts, especially where the reasons for
exercising this discretion are not made public. Unfortunately, it appears ACEP’s fear of
the risks is manifesting in the return to direct negotiations and its attendant transparency
and efficiency concerns. The indication now is that open and competitive contracting has
been abandoned, and direct negotiations is now the preferred licensing method. This
approach draws back all the gains made towards deepening contract transparency in the
upstream petroleum sector.
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4.0 Local Content Performance of
Upstream Contracts

The Petroleum (Local Content and Local Participation) Regulations, 2013 (LI 2204)
commits upstream companies to ensure local content and Indigenous Ghanaian
participation in the upstream petroleum business through local employment and the
patronage of local goods and services. The Petroleum Commission has been tasked with
ensuring compliance with the regulation. In this regard, some of its regulatory functions
include the approval of companies' annual local content plans and their local content
performance.

The upstream petroleum companies have shown commitment to local content promotion
and participation. The Ghana Upstream Petroleum Chamber reports that about US$3.6
billion worth of contracts were awarded to Indigenous Ghanaian Companies (IGCs)
between 2014 and 2021 out of the total US$16.63 billion spent by the international oil
companies. In 2022, the Public Interest and Accountability Committee (PIAC) reported
that the total value of contracts awarded to IGCs amounted to US$143.6 million. This
puts the cumulative value of contracts from 2014 to 2022 at US$3.74 billion.

Figure 2. Value of Contracts Awarded IGCs (2014-2022)
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Data Sourced from 2022 Ghana Upstream Petroleum Industry Report and 2022 PIAC Annual Report
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Moreover, when compared to the total value of contracts between 2014 and 2022, the
US$3.74 billion worth of contracts awarded to IGCs is only about 22 percent of the total
US$16.63 billion spent by the international oil companies within the period, while joint
ventures make up about 27 percent and foreign suppliers account for 51 percent. These
statistics are not exactly a good depiction of the competitiveness and ability of
indigenous Ghanaian companies to take up opportunities in the petroleum sector. The
challenge persists despite efforts by the international oil companies and the regulator to
develop local supply chains in the industry. For example, the Jubilee partners, led by
Tullow Oil, run a supply chain academy to build the capacity of IGCs in the industry. The
program has graduated 90 beneficiaries so far.’

Furthermore, one of the benefits citizens expect from resource wealth is access to
employment from resource exploitation. In that regard, there have been efforts to
develop the capacity of Ghanaians to participate in the petroleum business and
eventually localize the job roles in the industry. The Ghana Upstream Petroleum
Chamber reports that by the end of 2022, out of the 3,516 directly employed in the
industry, 89 percent (3,143 ) were Ghanaians (Table 1).

Table 1: Local Employment in the Upstream Petroleum Sector

% Share of Local

Year Local Employment | Total Employment

Employment
2014 4250 6123 69%
2015 4905 6803 72%
2016 11320 12183 93%
2017 2683 3139 85%
2018 1761 2056 86%
2019 4556 SE55 85%
2020 3211 3711 87%
2021 4765 5280 90%
2022 3143 3516 89%

Data sourced from the Petroleum Commission and PIAC Reports

1 https://www.petrocom.gov.gh/ghana-president-akufo-addo-cuts-sod-for-us-25m-gnpcs-operational-headquarters-in-takoradi-3-2-3-
2-2-2-3-2-2-2-2-2-2-2-2-2-2-2-2-2/
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https://docs.google.com/document/d/1a3mru_qbCZQh2wd8jxIOM9ngKJxPl6yAA4xbqONcRkk/edit#heading=h.3dy6vkm
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5.0 Conclusions and Recommendations

The limited activity in the upstream oil and gas sector is diminishing its contribution to
government revenue and overall economic growth. The year-on-year decline in
production highlights an urgent need for policy and regulatory reforms to attract
investment and revitalize the sector. The transparency of the process to attract
investment into the industry is equally important. The prevailing preference for direct
negotiations over the open contracting and licensing process envisaged in Act 919 poses
significant governance risks that could only culminate in awarding blocks to technically
and financially incompetent companies unable to invest in their blocks as indicated by the
status quo.

ACEP recommends the following actions for the government’s attention:

1.The government must return to the competitive bidding process for licensing oil
blocks to signal the commitment to a fair and competitive environment for petroleum
businesses in its bid to attract genuine capital and investments.

2.The government must enforce compliance with the minimum work obligations for
upstream E&P companies. Failure to do so encourages speculation by inefficient
companies whose primary goal is to hold on to the blocks without meaningful
development.
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