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IVY APEA OWUSU

Ivy has been working in the Energy 
Sector since 2002. She worked with GE 
Capital in the USA from 2002 through to 
2007 and in the UK from 2007 until 
August 2009 in Energy Financing. Prior 
to that, she was with the Consumer 
Banking Department at Ecobank Ghana, 
from 1998 until 2001, where she worked  
closely with the Head of Consumer 
Banking and Customer Care. Ivy is a 
graduate of the University of Ghana, 
Legon (BA Admin), as well as Vanderbilt 
University in TN, USA (MBA). She also 
holds leadership certificates from both 
Harvard and Stanford Business Schools 
in the USA. 

Ivy began her energy career in 2002 as 
an associate with GE Structured Finance 
Group and GE Energy Financial Services 
(GE EFS), focused on reserve-based 
acquisition and monetization and quick-
ly rose through the ranks to become 
Vice-President in January 2007. During 
this period, she garnered hands-on 
experience in both Debt and Equity 
financing in Oil & Gas, Power Genera-
tion, Renewable and Ancillary Energy 
Services Sectors. She was also involved 
in portfolio management, underwriting 
and loan syndication.

In 2007, Ivy was appointed Risk Director 
and transferred to London, UK to set up 

and head a European Structured Finance 
desk for GE’s French Bank (GECFB). In 
this role, she worked closely with GE EFS 
and was responsible for deal structur-
ing, document and contract negotia-
tions, supervising deal teams in risks and 
mitigant analysis and presenting deals to 
credit committee for approval. She 
worked on more than $1bn transactions 
covering Leverage Buyouts, Project 
Finance and Acquisition Finance.

Her experience and wins include closing 
and syndicating the first GE Energy 
Financial Services UK Wind Farm Project 
Finance deal ($60mn) and the financing 
of 3 Spanish Solar projects ($100mn) 
with WestLB and Santander Banks. She 
was also the portfolio manager and 
agent for the $100mn Katahdin Power 
Generation Portfolio which was owned 
by ArcLight Capital Partners. In 2008, 
she was handpicked and awarded by the 
Company CEO as an outstanding 
employee. She also received the best 
employee award in 2000 at Ecobank 
Ghana Limited.  

Ivy joined Cirrus Oil in 2009 as the com-
pany’s Risk Manager. She was promoted 
to the role of General Manager, Com-
merce a few weeks after joining the 
company and then appointed CEO in 
November 2010. In this role, she spear-
headed a wide range of health and 
education-related community activities 
for Cirrus, including partnering with the 
Pediatric Oncology Centre at the Korle 
Bu Teaching Hospital (KBTH), as well as 
constructing and furnishing a library for 
the Poasi and New Takoradi communi-
ties in the Western Region of Ghana. 

Ivy has held numerous speaking engage-
ments; some of which include giving the 
keynote address for the Canadian Cham-
ber of Commerce Power Breakfast 2012, 
panel presenter during the 2013 TICAD V 
conference in Japan, speaker at the CWC 
Energy Conference in Ghana 2011, etc.

She is currently the Chairman of the 
Board of Directors of the Chamber.
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SENYO KWASI HOSI ELTON DUSI

Mr. Hosi is the first Chief Executive 
Officer of the Ghana Chamber of Bulk Oil 
Distributors. He is a finance and 
economic policy analyst with manage-
ment experience across varying indus-
tries including downstream petroleum, 
industry advocacy, public policy devel-
opment, finance, logistics and commodi-
ty trading.

He holds an MBA in Finance and and MA 
in Economic Policy Management from 
the University of Ghana. He has been 
instrumental in the development and 
implementation of major policies in the 
Ghanaian energy sector, notably, the 
deregulation of the downstream petro-
leum sector, low sulphur fuels and the 
conceptual development and rationali-
sation of the Energy Sector Levies Act 
and its consequent debt management 
interventions.

He is an advisor to the Ministry of 
Energy and serves on various public and 
corporate boards including, the Ghana 
Highways Authority, the Private Enter-
prise Federation, Legacy Bonds Limited 
and NDK Capital Ltd.

 

Elton is a highly qualified professional 
with experience in business develop-
ment and management within the 
downstream sector of the Oil & Gas 
industry.  Elton has in-depth under-
standing of the petroleum market and 
has solid track record of managing 
one of the most successful BDCs in 
Ghana as CEO of Ebony Oil & Gas since 
April 2014.

Prior to this, he has held top manageri-
al roles in Ebony and Oando Ghana. He 
is an astute entrepreneur and is skilled 
in developing and growing startup 
businesses particularly within the oil 
sector. He has more than a decade 
experience in the oil industry.  He 
holds an MBA from GIMPA and a BSc. 
Chemical Engineering degree from 
KNUST.
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KWAME BEDIAKOEMMANUEL EGYEI-MENSAH

Mr. Egyei-Mensah holds a BSc Admin 
Degree and an MBA in Accounting and 
Finance from the University of Ghana 
Business School. He is a member of the 
Ghana Institutes of Chartered Account-
ants and of Taxation and also holds sever-
al certificates in International Oil Trading 
and Finance.

He is the Founder and CEO of Quantum 
Group (2000) and Sage Petroleum 
(2009). His previous work experience 
includes roles as the Commercial Director 
of Cirrus Oil Services Ltd. (2006-2009), 
Deputy Manager of KPMG Ghana (1994- 
1997) and Lecturer in Accounting and 
Finance at the University of Ghana Busi-
ness School (1995-1999).

Kwame Bediako holds a Bachelor's 
degree in International Marketing from 
Baruch College, USA.

He is the Chief Operating Officer of Chase 
Petroleum Ghana Ltd. a major Ghanaian 
Petroleum trading and distribution com-
pany.

He also serves on the Boards of Chase 
Logistics and  Tema Tank Farm Limited, 
one of the largest privately held petrole-
um products terminal in Ghana.

He is also an Executive Director of Global 
Power Ghana Ltd. which deals in Genera-
tors and industrial-size Automatic 
Voltage Regulators.

Kwame has more than 15 years manageri-
al experience in the Oil and Gas industry. 
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JOYCE HEMAN-ACKAH 

Joyce Heman-Ackah is a Fellow of the Association of Chartered 
Certified Accountants UK and holds a BSc in Mathematics and 
Statistics from University of Ghana, Legon.

Prior to joining Oilchannel, Joyce was the General Manager- 
Finance of NSIA Ghana Insurance Company, formerly CDH Insur-
ance. She joined NSIA Ghana in March 2000 and was instrumental 
in the growth of the company during her service period. Joyce 
was an active player within the insurance industry, chairing the 
Finance Committee of the Ghana Insurance Association between 
2008 and 2010, serving as a Director on the Board of the Ghana 
Insurance College and participating on various industry commit-
tees.

In 1998, Joyce returned to Ghana from the UK after 13 years. Her 
last position was the Finance Manager of a large charitable organ-
isation and Non-Executive Director and Honorary Treasurer of 
Milton House Trust. Ms. Heman-Ackah also worked for some 
years as an accountant/auditor in public practice in the UK. 

Between 1998 and 2000, she was a consultant with KPMG Ghana 
and involved in various projects within the Integrated Vendor 
Solutions and Corporate Finance Units of the firm.

She is a member of the Institute of Directors (Ghana) and Honor-
ary Treasurer and a Director of the Business Council for Africa 
(BCA GH). She also holds Directorship on the board of the Ghana 
Association of Leasing Companies.
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SEBASTIAN ASEM 

Sebastian Klenam Asem is the CEO of 
Vihama Energy. Prior to joining Vihama, 
Sebastian held senior banking positions 
at Standard Chartered Bank, Stanbic 
Bank and Access Bank. He is a Trade 
Finance and Credit expert and has led 
teams to undertake various transactions, 
including the financing of the first 
storage tanks for BOST, oil procurement 
transactions with international syndica-
tions, as well as the first syndicated 
financing transaction in Ghana’s telecom 
industry. He is also an expert in sovereign 
transactions having acquired in-depth 
experience in government financing over 
the years.

He holds an MBA in Finance from the 
University of Ghana – Legon; a certificate 
in Negotiations from the Harvard Busi-
ness School, Cambridge, Massachusetts 
and a diploma in oil trading, supply and 
marketing from Oxford Princeton 
Programme UK.

YAW KODUAH-SARPONG

Mr. Yaw Koduah-Sarpong is the Chief 
Finance Officer & Head of Investments 
of Fueltrade Limited, a leading bulk 
distributor of refined petroleum prod-
ucts. Mr. Koduah-Sarpong is a qualified 
accountant (ACCA), with a postgradu-
ate degree in International Economic 
Law (LLM) from the University of War-
wick in the United Kingdom and 
obtained his first degree in B.Sc. Admin-
istration (Accounting Option) from the 
University of Ghana, Legon. He has 
worked at Bulk Oil Storage & Transpor-
tation (BOST) Company Ltd. where he 
was the Chief Finance Officer for four 
years.

His other previous employment was 
with Ernst & Young Ghana, as a Tax and 
Legal Consultant. He sits on the Board of 
Fueltrade Limited.
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KEY INDUSTRY
PERSONALITIES

Hon. Boakye Agyarko is Ghana’s current 
Minister of Energy. He holds an MBA 
(Financial Economics) from Pace University 
in New York. He also holds an Advanced 
Professional Certificate in Banking from 
the American Institute of Banking and B.A. 
(Hons) in Economics and Political Science 
from the University of Ghana, Legon. 

Boakye Agyarko has more than twenty 
years’ working experience in the Banking 
sector. He worked with the Bank of New 
York and rose to the position of Vice-Presi-
dent. He also worked at senior levels in 
various departments at the Bank, including 
Operations Management and Analysis, 
Product Development, Global Network 
Management, International Banking and 
Asset Management and the Year 2000 
(Y2K) Management Group. His responsibili-
ties in these various departments and posi-
tions comprised International Trade, 
Finance, Loan Syndications, Asset Securiti-
zation and Structured Finance. He further 
worked as the principal negotiator on 

many transactions, such as the setting up 
of the Bank of New York in Mexico and the 
acquisition of various books of business.

Boakye Agyarko was a Policy Adviser to the 
Presidential Candidate of the New Patriotic 
Party (NPP) during the 2016 Election and 
was also the national campaign manager 
for the NPP during the 2012 elections.

He is a member of the American Economic 
Association and an Associate Member of 
the American Institute of Bankers. From 
1980 to 1984, he worked as a Junior Econo-
mist with the Management and Invest-
ment Consultants in Accra. He held several 
leadership positions during his youthful 
days while in Mfantsipim Boys’ School. He 
was the National Coordinator for the 
Ghana United Nations Students and Youth 
Associations (GUNSA) from 1979 to 1980.

As the Energy Minister, Hon. Boakye 
Agyarko has supervisory responsibility for 
sixteen (16) major Sector Agencies, includ-
ing Ghana National Petroleum Corporation 
(GNPC), Ghana National Gas Company 
(GNGC), National Petroleum Authority 
(NPA), Bulk Oil Storage and Transportation 
(BOST), Tema Oil Refinery (TOR) Ghana 
Cylinder Manufacturing Company (GCMC), 
Volta River Authority (VRA), Ghana Grid 
Company (GRIDCo), Electricity Company of 
Ghana (ECG), Northern Electricity Compa-
ny (NEDCo), Bui Power Authority (BUI), 
Volta Aluminium Company (VALCO), 
Energy Commission, Petroleum Commis-
sion, Ghana Oil Company (GOIL) and VRA 
Resettlement Trust Fund.

HON. BOAKYE AGYARKO, 
MINISTER OF ENERGY
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Dr. Mohammed Amin Adam is a Deputy 
Minister for Energy responsible for the 
Petroleum sector. Before then, he was the 
Founder and Executive Director of the 
Africa Centre for Energy Policy (ACEP). He 
previously worked in other public and 
private organisations, such as the Ministry 
of Energy as an Energy Policy Analyst, the 
Public Utilities Regulatory Commission 
(PURC) as a Commissioner, as a Deputy 
Minister of State for the Northern Region 
and Mayor of Ghana’s third largest city of 
Tamale. He was also the Africa Coordinator 
of extractives industries in Ibis. 

Globally, he has worked extensively in the 
extractive industries and in resource man-
agement. He currently serves on two inter-
national advisory boards – the Open 
Contracting Partnership and the Natural 
Resources and Community Review. He is a 
member of several global initiatives, 
including the Thematic Network on Good 
Governance of Extractive and Land 
Resources under the Sustainable Develop-
ment Solutions Network, a global initiative 
of the United Nations; the Executive 
Session on the Political Economy of Extrac-
tive Industries, convened by the Columbia 
Centre on Sustainable Investment (CCSI) of 
Columbia University in the US and the 
International Research Collaborative on 
Natural Resource Governance, Inequality 
and Human Rights, Law and Society. 

He was recently a Course Expert on 
“Resource Revenue Management” in a 
MOOC online course – Natural Resources 

for Sustainable Development produced by 
the Natural Resource Governance Insti-
tute, Columbia Center on Sustainable 
Investment, SDSNedu, and The World 
Bank. He also served as Faculty Expert on 
Extractives at the 2016 African Regional 
Workshop of the Institute of Global Law 
and Policy, Harvard Law School. In addi-
tion, he has spoken at several universities 
as visiting speaker including Stanford 
University, University of California at 
Berkeley, Harvard Law School, and the 
Houston Law Centre. He has also present-
ed papers on international platforms, such 
as Chattam House, the World Bank Insti-
tute, the Brookings Institution and the 
Woodrow Wilson Centre. 

In Africa, he has worked on petroleum 
policy and resource governance projects in 
Liberia, Sierra Leone, Uganda, Tanzania, 
South Sudan and Kenya; advising govern-
ments and supporting parliamentary com-
mittees and CSOs. Dr. Adam recently testi-
fied on how Africa can avoid the resource 
curse before the United States Congress 
House Sub-committee on Africa, Global 
Health, Global Human Rights, and Interna-
tional Organisations.

In Ghana, he was a member of the Techni-
cal Committee set up by the Government 
of Ghana to review the Ghana Petroleum 
Revenue Management Act. He has also 
played advisory roles to a number of 
private sector operators in Ghana, such as 
Chairman of Frontier Energy Africa Limit-
ed; Member of the Board of Ghana’s first 
private oil and gas mutual fund, the 
Weston Oil and Gas Fund and Member of 
Zoil Oil Waste Services which is providing 
offshore waste management services in 
Ghana’s oil industry. 

Dr. Adam holds a PhD in Petroleum 
Economics from CEPMLP of the University 
of Dundee in the UK specializing in petrole-
um fiscal systems and contracts, fiscal 
policy in resource-led economies; and 
resource governance. He also holds an 
MPhil (Economics) and B.A. (Hons) 
Economics from the University of Cape 
Coast and is a Fellow of the Institute of 
Certified Economists of Ghana (ICEG).

HON. DR. MOHAMMED AMIN ADAM
DEPUTY MINISTER
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Mr. Alhassan Tampuli is a graduate of the 
School of Administration of the UG (now 
University of Ghana Business School) and 
Faculty of Law, UG. He was called to the 
Ghana Bar in 2011. He holds a Master of 
Laws degree (LL.M) in Energy and Environ-
mental law from the Ohio State University 
Moritz College of Law.

Professional Experience

Mr. Tampuli previously worked with the 
National Service Scheme and rose to the 
rank of Deputy Head of HR and Acting 
Director of Postings. He later set up and 
headed the Legal Department of the 
scheme between April 2014 and November 
2015. Thereafter, Mr. Tampuli worked with 
the prestigious law firm, Bentsi-Enchill, 
Letsa & Ankomah's Energy and Natural 
Resource Practice Group as an Associate 
before co-founding the law firm 
East-bridge Associates, a corporate law 
firm.

Mr. Tampuli taught constitutional law at 
the Faculty of Law of the Winsconsin Inter-
national University College for the 2014/15 
academic year before resigning to concen-
trate on his private legal practice. He was a 
member of the NPP's manifesto subcom-
mittee on Energy and the Transition 
Subcommittee on Energy.

ALHASSAN S. TAMPULI   
CHIEF EXECUTIVE, NATIONAL 
PETROLEUM AUTHORITY

KWAKU AGYEMANG-DUAH
CHIEF EXECUTIVE OFFICER, 
ASSOCIATION OF OIL MARKETING 
COMPANIES

Chief Executive Officer/Industry Coordi-
nator, Association of Oil Marketing Com-
panies, Kwaku Agyemang-Duah has 
been involved in the industry since 1987. 

He has worked in various senior man-
agement capacities in health and safety, 
production/operations, marketing, 
logistics and projects. He is also an 
astute Quality Management systems 
expert and served on Ghana Quality 
Standards Committee in the 1990’s.

Currently, he is the CEO/Industry Coordi-
nator of the versatile Oil Marketing 
Association of Ghana with over hundred 
Oil Marketing Companies and LPG 
Marketers and also the Chairman of the 
Governing Council, of the Private Enter-
prise Federation, an organisation of 
fourteen major private associations in 
the country. 

Kwaku holds a degree in Engineering, 
Post-Graduate Diploma in Industrial 
Management and MBA finance.

viii
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The International Oil Trading companies 
have in recent times been aggressive on 
procuring Oil Trading Licenses to enable 
them trade ex-rack to BDCs. In effect this 
usurps the envisioned role of BDCs which 
is to manage the supply chain and trade 
from FOB (ex-refinery) in USD per metric 
ton to GHS per litre ex-rack. This develop-
ment has been inspired by the financial 
weakness in the BDC industry resulting 
from years of non-payment of govern-
ment under-recovery indebtedness to 
BDCs. As these debts are being paid and 
restructured, funding confidence is 
expected to be revived to enable BDCs 
revert to their original role. The emer-
gence of the IOT model onshore Ghana as 
OTCs will be disastrous for the BDC func-
tion and will rob Ghana of all the gains 
and competence it has been growing 
over the years in the  oil trading business. 
The BDC role provided a mechanism to 
level the pricing playing field between 
local and foreign OMCs. It provided a 
mechanism for Ghana to grow local 
entrepreneurs and human resource skills 
in the oil trading business. It also provid-
ed a mechanism to enable local players 
own and invest in key downstream infra-
structure like tank farms among others. 

The BDC trading skills have evolved from 
ex-rack to ex-ship and is expected to 
reach the ultimate point of trade, ex-re-
finery if allowed to grow. This will posi-
tion Ghana as a major trading nation in 
Africa. The entry of the IOTs reverse the 
progress achieved and destroys Ghana’s 
opportunity to grow. It will keep Ghana as 
a “taker” and not a “maker”.

1.9 Local Content & Participation

The Local Content and Participation 
Policy for the Downstream Sector was 
submitted to Cabinet for consideration in 
2017 and approved in April 2018. The 
policy is expected to culminate into a 
Downstream Local Content Act. The 
policy aims to, among others, attract 
increased local value-added investments, 
create more job opportunities and indige-
nise knowledge, expertise and technolo-
gy in the downstream sector. The CBOD 

supports the policy but insists that it must  
be structured in a manner that does not 
negatively vary the interest of the exist-
ing foreign owned petroleum service 
providers (PSPs).

1.10 Ghana’s Petroleum Hub

Government seeks to make Ghana 
Africa’s first petroleum hub by 2030. The 
project is partly anchored on the 30mn 
metric tonnes per year West African 
market which continues to grow. Strate-
gically, the project is leveraging Ghana’s 
political stability, the absence of similar 
infrastructure, the central location for the 
region, access to the sub-regional market 
amidst tax incentives, closeness to inter-
national shipping routes and the relative-
ly stable macroeconomic environment. 

The hub enclave will require a total land 
size of about 20,000 acres to accommo-
date the various types of infrastructure 
necessary for the operations. It is to be 
situated within Bonyere traditional area 
in the Jomoro District of the Western 
Region to facilitate trading activities. 
Government considers the existing infra-
structure  inadequate  for hub operations. 
New infrastructure will be developed in 
the hub enclave to facilitate operations. 
This new infrastructure earmarked for 
development has been categorised into 
four (4): 

I. Key Infrastructure which includes 
jetties, storage tanks, refineries, LNG 
facility, hub transmission infrastructure, 
power plant, petrochemical plant, lube 
blending plant, and transmission and 
storage infrastructure for the land-locked 
countries; 

II. Infrastructure for offshore activities 
will be used to support nautical services, 
repair and maintenance, exploration and 
rig equipment servicing, and would also 
include facilities such as off-dock yard and 
dry-dock facilities for vessel repair, engi-
neering and de-commissioning;

III. Ancillary infrastructure includes water 
treatment facilities, waste management 

       NOTE

The views expressed in this publication are those of the CBOD secretariat and do not 
necessarily reflect the views of the CBOD or its entire membership. Material(s) in this 
publication may be freely quoted or reprinted, but acknowledgement is requested togeth-
er with a copy of the publication containing the quotation or reprint, which may be sent to 
the CBOD secretariat by sending requests to cbod@cbodghana.com

 c  2018 Ghana Chamber of Bulk Oil Distributors 
Released in May, 2018  

       

Copies of this publication can be accessed on our website www.cbodghana.com

For further information and assistance, kindly reach us on cbod@cbodghana.com 
or call + (233) 30 279 7871.
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have in recent times been aggressive on 
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from FOB (ex-refinery) in USD per metric 
ton to GHS per litre ex-rack. This develop-
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from years of non-payment of govern-
ment under-recovery indebtedness to 
BDCs. As these debts are being paid and 
restructured, funding confidence is 
expected to be revived to enable BDCs 
revert to their original role. The emer-
gence of the IOT model onshore Ghana as 
OTCs will be disastrous for the BDC func-
tion and will rob Ghana of all the gains 
and competence it has been growing 
over the years in the  oil trading business. 
The BDC role provided a mechanism to 
level the pricing playing field between 
local and foreign OMCs. It provided a 
mechanism for Ghana to grow local 
entrepreneurs and human resource skills 
in the oil trading business. It also provid-
ed a mechanism to enable local players 
own and invest in key downstream infra-
structure like tank farms among others. 

The BDC trading skills have evolved from 
ex-rack to ex-ship and is expected to 
reach the ultimate point of trade, ex-re-
finery if allowed to grow. This will posi-
tion Ghana as a major trading nation in 
Africa. The entry of the IOTs reverse the 
progress achieved and destroys Ghana’s 
opportunity to grow. It will keep Ghana as 
a “taker” and not a “maker”.

1.9 Local Content & Participation

The Local Content and Participation 
Policy for the Downstream Sector was 
submitted to Cabinet for consideration in 
2017 and approved in April 2018. The 
policy is expected to culminate into a 
Downstream Local Content Act. The 
policy aims to, among others, attract 
increased local value-added investments, 
create more job opportunities and indige-
nise knowledge, expertise and technolo-
gy in the downstream sector. The CBOD 

supports the policy but insists that it must  
be structured in a manner that does not 
negatively vary the interest of the exist-
ing foreign owned petroleum service 
providers (PSPs).

1.10 Ghana’s Petroleum Hub

Government seeks to make Ghana 
Africa’s first petroleum hub by 2030. The 
project is partly anchored on the 30mn 
metric tonnes per year West African 
market which continues to grow. Strate-
gically, the project is leveraging Ghana’s 
political stability, the absence of similar 
infrastructure, the central location for the 
region, access to the sub-regional market 
amidst tax incentives, closeness to inter-
national shipping routes and the relative-
ly stable macroeconomic environment. 

The hub enclave will require a total land 
size of about 20,000 acres to accommo-
date the various types of infrastructure 
necessary for the operations. It is to be 
situated within Bonyere traditional area 
in the Jomoro District of the Western 
Region to facilitate trading activities. 
Government considers the existing infra-
structure  inadequate  for hub operations. 
New infrastructure will be developed in 
the hub enclave to facilitate operations. 
This new infrastructure earmarked for 
development has been categorised into 
four (4): 

I. Key Infrastructure which includes 
jetties, storage tanks, refineries, LNG 
facility, hub transmission infrastructure, 
power plant, petrochemical plant, lube 
blending plant, and transmission and 
storage infrastructure for the land-locked 
countries; 

II. Infrastructure for offshore activities 
will be used to support nautical services, 
repair and maintenance, exploration and 
rig equipment servicing, and would also 
include facilities such as off-dock yard and 
dry-dock facilities for vessel repair, engi-
neering and de-commissioning;

III. Ancillary infrastructure includes water 
treatment facilities, waste management 
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Given that the tax and regulatory margins (TRM) per litre is the Marginal 
Benefit (MB) of the illegal trade and the cost of smuggling per litre is the 
Marginal Cost (MC), there will always be an incentive to smuggle or dump 
as long as:  
          MB>MC

The fuel marking programme introduced 
in 2012 by LI 2187, empowered the Nation-
al Petroleum Authority to identify and 
legally deal with buyers and culprits of the 
illicit trade in the retail chain of the petro-
leum downstream sector. An evidence of 
a lower marker concentration in a petrole-
um product, when tested in the field with 
the required equipment, provides some 
proof that illegal products have been 
introduced at the said fuel station. This 
act, in effect, is evidence of tax evasion. 
Unfortunately, government has failed to 
treat it as such but has rather opted to 
have the NPA do its worse by imposing 
regulatory fines. A given breach attracts a 
fine of GHS10,500 with operators some-
times allowed to continue to sell the illicit 
products.  Taxes and regulatory margins 
average about GHS1.62 per litre (2017). As 
a result, when a fuel station with a capaci-
ty of 45,000litres indulges in an illicit trade 
at full capacity, it benefits about  
GHS72,900  in illicit profits. It is therefore  
obvious that the GHS10,500 fine will not 
discourage the continuation of the illicit 
trading.

The Ghana Revenue Authority deployed 
its own tracking device to address the loss 
of revenue from the dumping of illegal 
products. As a result of poor consulta-
tions and weak inter-sectorial coordina-
tion of activities, this tracking device has 
become unproductive. It tracks the move-
ment of the truck but not the movement 
of the products in the truck. As a result, 
illicit traders dump cargo in Ghana and 
drive trucks across the borders empty to 
prove they exited the border. Unlike the 
trackers used by the NPA which tracks 
product movement in addition to truck 
movement, the GRA intervention just 
increases the cost of doing business and 
fails to address the illegal trade.

In 2017 the NPA identified over 230 Premix 
truck diversions. The identified diversions 
potentially cost the state about 
GHS5.2mn in illegitimate subsidies. Excus-
es given by identified culprits and govern-
ment agencies do not seem to conform to 
known industry rules and legitimate prac-
tice.

The perpetuation of export dumping and 
smuggling under both the Mahama and 
Akufo-Addo-led administrations is appall-
ing and may be described as a State-spon-
sored crime against the State. All efforts to 
assist security officials and senior political 
officials continue to be spurned with justi-
fications that ‘the culprits’ are supportive 
of their political activities. The growth of 
this trade is a major security risk to the 
state and must be dealt with. It is baffling 
how and why the State’s security appara-
tus and political system remains unwilling 
to address this problem.

1.5 Government’s Market Activities & 
Participation

BOST and Goil/GoEnergy remained 
government’s primary vehicles to opera-
tionally interfere with the market. BOST 
was less active in the trading business 
compared to 2016. Contrary to claims of 
profitability by the past BOST Managing 
Director, BOST accrued significant losses 
and required financial bailouts from the 
NPA, GNPC and central government to 
meet its obligations to its creditors, 
mainly the traders who operated with 
BOST on an open account basis. Most 
traders cut back on their credit lines to 
BOST making it difficult for BOST to 
continue its trading activities. GoEnergy, 
Goil’s BDC subsidiary, was encouraged to 
trade on its own. This was at variance with 
the 2016 policy  practice which had BOST 

conflict BOST faces as an ambitious com-
petitor to the users and customers of its 
facility.

1.8 Licensing

Regulatory inconsistency in the manage-
ment of the licensing regime has hurt the 
prospects of the industry in times past. In 
2016, 52% of licensed BDCs failed to import 
products. This situation brought into 
question the relevance of the BDC struc-

ture which is designed to provide bulk exit 
for local refinery output and facilitate 
importation and local skill development 
for the petroleum downstream. A critical 
review showed that in some cases, the 
enforcement of the licensing regime has 
been extremely lax. The NPA leadership in 
2017 (October) advised industry of its 
intent to fully enforce the licensing regu-
lations. 

The International Oil Trading companies 
have in recent times been aggressive on 
procuring Oil Trading Licenses to enable 
them trade ex-rack to BDCs. In effect this 
usurps the envisioned role of BDCs which 
is to manage the supply chain and trade 
from FOB (ex-refinery) in USD per metric 
ton to GHS per litre ex-rack. This develop-
ment has been inspired by the financial 
weakness in the BDC industry resulting 
from years of non-payment of govern-
ment under-recovery indebtedness to 
BDCs. As these debts are being paid and 
restructured, funding confidence is 
expected to be revived to enable BDCs 
revert to their original role. The emer-
gence of the IOT model onshore Ghana as 
OTCs will be disastrous for the BDC func-
tion and will rob Ghana of all the gains 
and competence it has been growing 
over the years in the  oil trading business. 
The BDC role provided a mechanism to 
level the pricing playing field between 
local and foreign OMCs. It provided a 
mechanism for Ghana to grow local 
entrepreneurs and human resource skills 
in the oil trading business. It also provid-
ed a mechanism to enable local players 
own and invest in key downstream infra-
structure like tank farms among others. 

The BDC trading skills have evolved from 
ex-rack to ex-ship and is expected to 
reach the ultimate point of trade, ex-re-
finery if allowed to grow. This will posi-
tion Ghana as a major trading nation in 
Africa. The entry of the IOTs reverse the 
progress achieved and destroys Ghana’s 
opportunity to grow. It will keep Ghana as 
a “taker” and not a “maker”.

1.9 Local Content & Participation

The Local Content and Participation 
Policy for the Downstream Sector was 
submitted to Cabinet for consideration in 
2017 and approved in April 2018. The 
policy is expected to culminate into a 
Downstream Local Content Act. The 
policy aims to, among others, attract 
increased local value-added investments, 
create more job opportunities and indige-
nise knowledge, expertise and technolo-
gy in the downstream sector. The CBOD 

supports the policy but insists that it must  
be structured in a manner that does not 
negatively vary the interest of the exist-
ing foreign owned petroleum service 
providers (PSPs).

1.10 Ghana’s Petroleum Hub

Government seeks to make Ghana 
Africa’s first petroleum hub by 2030. The 
project is partly anchored on the 30mn 
metric tonnes per year West African 
market which continues to grow. Strate-
gically, the project is leveraging Ghana’s 
political stability, the absence of similar 
infrastructure, the central location for the 
region, access to the sub-regional market 
amidst tax incentives, closeness to inter-
national shipping routes and the relative-
ly stable macroeconomic environment. 

The hub enclave will require a total land 
size of about 20,000 acres to accommo-
date the various types of infrastructure 
necessary for the operations. It is to be 
situated within Bonyere traditional area 
in the Jomoro District of the Western 
Region to facilitate trading activities. 
Government considers the existing infra-
structure  inadequate  for hub operations. 
New infrastructure will be developed in 
the hub enclave to facilitate operations. 
This new infrastructure earmarked for 
development has been categorised into 
four (4): 

I. Key Infrastructure which includes 
jetties, storage tanks, refineries, LNG 
facility, hub transmission infrastructure, 
power plant, petrochemical plant, lube 
blending plant, and transmission and 
storage infrastructure for the land-locked 
countries; 

II. Infrastructure for offshore activities 
will be used to support nautical services, 
repair and maintenance, exploration and 
rig equipment servicing, and would also 
include facilities such as off-dock yard and 
dry-dock facilities for vessel repair, engi-
neering and de-commissioning;

III. Ancillary infrastructure includes water 
treatment facilities, waste management 

trading on behalf of GoEnergy. This strat-
egy enabled government to subsidise Goil 
indirectly while increasing losses to BOST 
all in an effort to drive pump prices below 
market. This pushed private BDCs and 
OMCs who were not beneficiaries of the 
structure to unprofitability.

The direct trading by GoEnergy partly 
levelled the playing field for private BDCs 
and OMCs, translating into increased trad-
ing margins. This was also evident in the 
fact that Goil throughout 2017 remained 
among the highest-priced Oil Marketing 
Companies, unlike 2016 when it was 
among the lowest.

The CBOD remains a major advocate for 
government to maintain visibility in the 
downstream trade through GoEnergy and 
Goil in which it maintains a majority share-
holding. As a subsidiary of a GSE-listed 
company with some non-government 
shareholders, GoEnergy is expected to 
operate profitably and efficiently. Its 
operations are therefore unlikely to lead 
to direct financial losses to government 
while maintaining a fair competitive envi-
ronment for all players. However, GoEner-
gy and Goil must not be treated preferen-
tially in the development and manage-
ment of policy. It is a full commercial 
entity with some government investment 
and must be solely managed by its Board 
of Directors. Policy must keep full focus 
on the entire business ecosystem in line 
with the national interest. Unfortunately, 
Goil/GoEnergy continues to be seen and 
treated as a sector agency of the Ministry 
of Energy with its programmes supported 
directly by the ministry through policy 
interventions and programme reviews. 

1.6 Unfair Competition

The indirect subsidies funded by govern-
ment through BOST in favour of GoEnergy 
and Goil ceased over the 2017 fiscal year. 
Government clearly was unwilling to 
continue bearing the related losses 
arising from the arrangement. GoEnergy’s 
direct trading partly restored balance and 
fair pricing in the market when compared 
to 2016.
 

Unfair competition was driven by the 
abuse of the Special Petroleum Tax (SPT). 
The SPT being ad valorem (15% on ex-de-
pot prices) enabled BDCs with controlling 
interest in OMCs or vice-versa to transfer 
pricing. This is further discussed in section 
2.6.4.1.

The CBOD and NPA advocated for the SPT 
to be converted to a specific tax instead 
of an ad valorem tax to address and 
reverse this unfair practise. Government 
in Quarter 1 of 2018 favourably considered 
the proposals made.

1.7 Zonalisation 

The Zonalisation policy continued to face 
implementation challenges. BOST’s 
non-compliance with the operating guide-
lines set by the NPA and the Ministry of 
Energy was cited as the major reason. The 
following concerns highlighted in the 
2016 report still persisted.

1. The non-adherence to the open access 
system for operating zonalisation.

2. The denial of access to products within 
the entire BOST system after product 
deliveries into the Accra Plains Depot  
(APD). 

3. Restricting some gantry usage for 
GoEnergy and the few private players 
who may have procured products from 
BOST. This  causes longer queuing and 
inconveniences BDCs stocking their own 
imported products with BOST. 

Clearly the situtation in point 2 and 3 
above  forces the private sector out of the 
non-shore market zones and compels 
them to trade BOST stocks instead of 
their own products. It is also aimed  at 
giving Goil (partly owned by BOST) a 
better leverage in the supply chain to 
out-compete the private OMCs.

To address these concerns, stakeholder 
sessions were held to revise the existing 
guidelines. The Ministry of Energy is yet to 
approve the new guidelines and manage 
their implementation. The persistence of 
the challenges observed evidences the 
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The fuel marking programme introduced 
in 2012 by LI 2187, empowered the Nation-
al Petroleum Authority to identify and 
legally deal with buyers and culprits of the 
illicit trade in the retail chain of the petro-
leum downstream sector. An evidence of 
a lower marker concentration in a petrole-
um product, when tested in the field with 
the required equipment, provides some 
proof that illegal products have been 
introduced at the said fuel station. This 
act, in effect, is evidence of tax evasion. 
Unfortunately, government has failed to 
treat it as such but has rather opted to 
have the NPA do its worse by imposing 
regulatory fines. A given breach attracts a 
fine of GHS10,500 with operators some-
times allowed to continue to sell the illicit 
products.  Taxes and regulatory margins 
average about GHS1.62 per litre (2017). As 
a result, when a fuel station with a capaci-
ty of 45,000litres indulges in an illicit trade 
at full capacity, it benefits about  
GHS72,900  in illicit profits. It is therefore  
obvious that the GHS10,500 fine will not 
discourage the continuation of the illicit 
trading.

The Ghana Revenue Authority deployed 
its own tracking device to address the loss 
of revenue from the dumping of illegal 
products. As a result of poor consulta-
tions and weak inter-sectorial coordina-
tion of activities, this tracking device has 
become unproductive. It tracks the move-
ment of the truck but not the movement 
of the products in the truck. As a result, 
illicit traders dump cargo in Ghana and 
drive trucks across the borders empty to 
prove they exited the border. Unlike the 
trackers used by the NPA which tracks 
product movement in addition to truck 
movement, the GRA intervention just 
increases the cost of doing business and 
fails to address the illegal trade.

In 2017 the NPA identified over 230 Premix 
truck diversions. The identified diversions 
potentially cost the state about 
GHS5.2mn in illegitimate subsidies. Excus-
es given by identified culprits and govern-
ment agencies do not seem to conform to 
known industry rules and legitimate prac-
tice.

The perpetuation of export dumping and 
smuggling under both the Mahama and 
Akufo-Addo-led administrations is appall-
ing and may be described as a State-spon-
sored crime against the State. All efforts to 
assist security officials and senior political 
officials continue to be spurned with justi-
fications that ‘the culprits’ are supportive 
of their political activities. The growth of 
this trade is a major security risk to the 
state and must be dealt with. It is baffling 
how and why the State’s security appara-
tus and political system remains unwilling 
to address this problem.

1.5 Government’s Market Activities & 
Participation

BOST and Goil/GoEnergy remained 
government’s primary vehicles to opera-
tionally interfere with the market. BOST 
was less active in the trading business 
compared to 2016. Contrary to claims of 
profitability by the past BOST Managing 
Director, BOST accrued significant losses 
and required financial bailouts from the 
NPA, GNPC and central government to 
meet its obligations to its creditors, 
mainly the traders who operated with 
BOST on an open account basis. Most 
traders cut back on their credit lines to 
BOST making it difficult for BOST to 
continue its trading activities. GoEnergy, 
Goil’s BDC subsidiary, was encouraged to 
trade on its own. This was at variance with 
the 2016 policy  practice which had BOST 

conflict BOST faces as an ambitious com-
petitor to the users and customers of its 
facility.

1.8 Licensing

Regulatory inconsistency in the manage-
ment of the licensing regime has hurt the 
prospects of the industry in times past. In 
2016, 52% of licensed BDCs failed to import 
products. This situation brought into 
question the relevance of the BDC struc-

ture which is designed to provide bulk exit 
for local refinery output and facilitate 
importation and local skill development 
for the petroleum downstream. A critical 
review showed that in some cases, the 
enforcement of the licensing regime has 
been extremely lax. The NPA leadership in 
2017 (October) advised industry of its 
intent to fully enforce the licensing regu-
lations. 

The International Oil Trading companies 
have in recent times been aggressive on 
procuring Oil Trading Licenses to enable 
them trade ex-rack to BDCs. In effect this 
usurps the envisioned role of BDCs which 
is to manage the supply chain and trade 
from FOB (ex-refinery) in USD per metric 
ton to GHS per litre ex-rack. This develop-
ment has been inspired by the financial 
weakness in the BDC industry resulting 
from years of non-payment of govern-
ment under-recovery indebtedness to 
BDCs. As these debts are being paid and 
restructured, funding confidence is 
expected to be revived to enable BDCs 
revert to their original role. The emer-
gence of the IOT model onshore Ghana as 
OTCs will be disastrous for the BDC func-
tion and will rob Ghana of all the gains 
and competence it has been growing 
over the years in the  oil trading business. 
The BDC role provided a mechanism to 
level the pricing playing field between 
local and foreign OMCs. It provided a 
mechanism for Ghana to grow local 
entrepreneurs and human resource skills 
in the oil trading business. It also provid-
ed a mechanism to enable local players 
own and invest in key downstream infra-
structure like tank farms among others. 

The BDC trading skills have evolved from 
ex-rack to ex-ship and is expected to 
reach the ultimate point of trade, ex-re-
finery if allowed to grow. This will posi-
tion Ghana as a major trading nation in 
Africa. The entry of the IOTs reverse the 
progress achieved and destroys Ghana’s 
opportunity to grow. It will keep Ghana as 
a “taker” and not a “maker”.

1.9 Local Content & Participation

The Local Content and Participation 
Policy for the Downstream Sector was 
submitted to Cabinet for consideration in 
2017 and approved in April 2018. The 
policy is expected to culminate into a 
Downstream Local Content Act. The 
policy aims to, among others, attract 
increased local value-added investments, 
create more job opportunities and indige-
nise knowledge, expertise and technolo-
gy in the downstream sector. The CBOD 

supports the policy but insists that it must  
be structured in a manner that does not 
negatively vary the interest of the exist-
ing foreign owned petroleum service 
providers (PSPs).

1.10 Ghana’s Petroleum Hub

Government seeks to make Ghana 
Africa’s first petroleum hub by 2030. The 
project is partly anchored on the 30mn 
metric tonnes per year West African 
market which continues to grow. Strate-
gically, the project is leveraging Ghana’s 
political stability, the absence of similar 
infrastructure, the central location for the 
region, access to the sub-regional market 
amidst tax incentives, closeness to inter-
national shipping routes and the relative-
ly stable macroeconomic environment. 

The hub enclave will require a total land 
size of about 20,000 acres to accommo-
date the various types of infrastructure 
necessary for the operations. It is to be 
situated within Bonyere traditional area 
in the Jomoro District of the Western 
Region to facilitate trading activities. 
Government considers the existing infra-
structure  inadequate  for hub operations. 
New infrastructure will be developed in 
the hub enclave to facilitate operations. 
This new infrastructure earmarked for 
development has been categorised into 
four (4): 

I. Key Infrastructure which includes 
jetties, storage tanks, refineries, LNG 
facility, hub transmission infrastructure, 
power plant, petrochemical plant, lube 
blending plant, and transmission and 
storage infrastructure for the land-locked 
countries; 

II. Infrastructure for offshore activities 
will be used to support nautical services, 
repair and maintenance, exploration and 
rig equipment servicing, and would also 
include facilities such as off-dock yard and 
dry-dock facilities for vessel repair, engi-
neering and de-commissioning;

III. Ancillary infrastructure includes water 
treatment facilities, waste management 

trading on behalf of GoEnergy. This strat-
egy enabled government to subsidise Goil 
indirectly while increasing losses to BOST 
all in an effort to drive pump prices below 
market. This pushed private BDCs and 
OMCs who were not beneficiaries of the 
structure to unprofitability.

The direct trading by GoEnergy partly 
levelled the playing field for private BDCs 
and OMCs, translating into increased trad-
ing margins. This was also evident in the 
fact that Goil throughout 2017 remained 
among the highest-priced Oil Marketing 
Companies, unlike 2016 when it was 
among the lowest.

The CBOD remains a major advocate for 
government to maintain visibility in the 
downstream trade through GoEnergy and 
Goil in which it maintains a majority share-
holding. As a subsidiary of a GSE-listed 
company with some non-government 
shareholders, GoEnergy is expected to 
operate profitably and efficiently. Its 
operations are therefore unlikely to lead 
to direct financial losses to government 
while maintaining a fair competitive envi-
ronment for all players. However, GoEner-
gy and Goil must not be treated preferen-
tially in the development and manage-
ment of policy. It is a full commercial 
entity with some government investment 
and must be solely managed by its Board 
of Directors. Policy must keep full focus 
on the entire business ecosystem in line 
with the national interest. Unfortunately, 
Goil/GoEnergy continues to be seen and 
treated as a sector agency of the Ministry 
of Energy with its programmes supported 
directly by the ministry through policy 
interventions and programme reviews. 

1.6 Unfair Competition

The indirect subsidies funded by govern-
ment through BOST in favour of GoEnergy 
and Goil ceased over the 2017 fiscal year. 
Government clearly was unwilling to 
continue bearing the related losses 
arising from the arrangement. GoEnergy’s 
direct trading partly restored balance and 
fair pricing in the market when compared 
to 2016.
 

Unfair competition was driven by the 
abuse of the Special Petroleum Tax (SPT). 
The SPT being ad valorem (15% on ex-de-
pot prices) enabled BDCs with controlling 
interest in OMCs or vice-versa to transfer 
pricing. This is further discussed in section 
2.6.4.1.

The CBOD and NPA advocated for the SPT 
to be converted to a specific tax instead 
of an ad valorem tax to address and 
reverse this unfair practise. Government 
in Quarter 1 of 2018 favourably considered 
the proposals made.

1.7 Zonalisation 

The Zonalisation policy continued to face 
implementation challenges. BOST’s 
non-compliance with the operating guide-
lines set by the NPA and the Ministry of 
Energy was cited as the major reason. The 
following concerns highlighted in the 
2016 report still persisted.

1. The non-adherence to the open access 
system for operating zonalisation.

2. The denial of access to products within 
the entire BOST system after product 
deliveries into the Accra Plains Depot  
(APD). 

3. Restricting some gantry usage for 
GoEnergy and the few private players 
who may have procured products from 
BOST. This  causes longer queuing and 
inconveniences BDCs stocking their own 
imported products with BOST. 

Clearly the situtation in point 2 and 3 
above  forces the private sector out of the 
non-shore market zones and compels 
them to trade BOST stocks instead of 
their own products. It is also aimed  at 
giving Goil (partly owned by BOST) a 
better leverage in the supply chain to 
out-compete the private OMCs.

To address these concerns, stakeholder 
sessions were held to revise the existing 
guidelines. The Ministry of Energy is yet to 
approve the new guidelines and manage 
their implementation. The persistence of 
the challenges observed evidences the 

1

 Accra Plains Depot is BOST’s primary product receving depot located at the Tema shore1



7
Figure 2: Importing vs Non Importing BDCs

The fuel marking programme introduced 
in 2012 by LI 2187, empowered the Nation-
al Petroleum Authority to identify and 
legally deal with buyers and culprits of the 
illicit trade in the retail chain of the petro-
leum downstream sector. An evidence of 
a lower marker concentration in a petrole-
um product, when tested in the field with 
the required equipment, provides some 
proof that illegal products have been 
introduced at the said fuel station. This 
act, in effect, is evidence of tax evasion. 
Unfortunately, government has failed to 
treat it as such but has rather opted to 
have the NPA do its worse by imposing 
regulatory fines. A given breach attracts a 
fine of GHS10,500 with operators some-
times allowed to continue to sell the illicit 
products.  Taxes and regulatory margins 
average about GHS1.62 per litre (2017). As 
a result, when a fuel station with a capaci-
ty of 45,000litres indulges in an illicit trade 
at full capacity, it benefits about  
GHS72,900  in illicit profits. It is therefore  
obvious that the GHS10,500 fine will not 
discourage the continuation of the illicit 
trading.

The Ghana Revenue Authority deployed 
its own tracking device to address the loss 
of revenue from the dumping of illegal 
products. As a result of poor consulta-
tions and weak inter-sectorial coordina-
tion of activities, this tracking device has 
become unproductive. It tracks the move-
ment of the truck but not the movement 
of the products in the truck. As a result, 
illicit traders dump cargo in Ghana and 
drive trucks across the borders empty to 
prove they exited the border. Unlike the 
trackers used by the NPA which tracks 
product movement in addition to truck 
movement, the GRA intervention just 
increases the cost of doing business and 
fails to address the illegal trade.

In 2017 the NPA identified over 230 Premix 
truck diversions. The identified diversions 
potentially cost the state about 
GHS5.2mn in illegitimate subsidies. Excus-
es given by identified culprits and govern-
ment agencies do not seem to conform to 
known industry rules and legitimate prac-
tice.

The perpetuation of export dumping and 
smuggling under both the Mahama and 
Akufo-Addo-led administrations is appall-
ing and may be described as a State-spon-
sored crime against the State. All efforts to 
assist security officials and senior political 
officials continue to be spurned with justi-
fications that ‘the culprits’ are supportive 
of their political activities. The growth of 
this trade is a major security risk to the 
state and must be dealt with. It is baffling 
how and why the State’s security appara-
tus and political system remains unwilling 
to address this problem.

1.5 Government’s Market Activities & 
Participation

BOST and Goil/GoEnergy remained 
government’s primary vehicles to opera-
tionally interfere with the market. BOST 
was less active in the trading business 
compared to 2016. Contrary to claims of 
profitability by the past BOST Managing 
Director, BOST accrued significant losses 
and required financial bailouts from the 
NPA, GNPC and central government to 
meet its obligations to its creditors, 
mainly the traders who operated with 
BOST on an open account basis. Most 
traders cut back on their credit lines to 
BOST making it difficult for BOST to 
continue its trading activities. GoEnergy, 
Goil’s BDC subsidiary, was encouraged to 
trade on its own. This was at variance with 
the 2016 policy  practice which had BOST 

conflict BOST faces as an ambitious com-
petitor to the users and customers of its 
facility.

1.8 Licensing

Regulatory inconsistency in the manage-
ment of the licensing regime has hurt the 
prospects of the industry in times past. In 
2016, 52% of licensed BDCs failed to import 
products. This situation brought into 
question the relevance of the BDC struc-

ture which is designed to provide bulk exit 
for local refinery output and facilitate 
importation and local skill development 
for the petroleum downstream. A critical 
review showed that in some cases, the 
enforcement of the licensing regime has 
been extremely lax. The NPA leadership in 
2017 (October) advised industry of its 
intent to fully enforce the licensing regu-
lations. 

The key compliance requirements 
include; full payment of the license fees, 
the dedicated storage of 40,000m , trad-
ing lines of up to $60mn and equity capi-
tal of GHS30mn. The NPA is undertaking 
an evaluation of all licensees to ensure 
full compliance after which non-compli-
ant licensees will have their licenses 
revoked. As at the end of 2017, two out 
of 41 BDCs had the licenses revoked. 

It must however be noted that while no 
new license was issued in 2017, one was 
issued in quarter 1 of 2018.

Out of the 41 BDCs, 31 imported products 
over the 2017 fiscal year. This is a major 
improvement compared to 2016 where 
only 19 out of a total of 42 BDCs imported 
products. 

The International Oil Trading companies 
have in recent times been aggressive on 
procuring Oil Trading Licenses to enable 
them trade ex-rack to BDCs. In effect this 
usurps the envisioned role of BDCs which 
is to manage the supply chain and trade 
from FOB (ex-refinery) in USD per metric 
ton to GHS per litre ex-rack. This develop-
ment has been inspired by the financial 
weakness in the BDC industry resulting 
from years of non-payment of govern-
ment under-recovery indebtedness to 
BDCs. As these debts are being paid and 
restructured, funding confidence is 
expected to be revived to enable BDCs 
revert to their original role. The emer-
gence of the IOT model onshore Ghana as 
OTCs will be disastrous for the BDC func-
tion and will rob Ghana of all the gains 
and competence it has been growing 
over the years in the  oil trading business. 
The BDC role provided a mechanism to 
level the pricing playing field between 
local and foreign OMCs. It provided a 
mechanism for Ghana to grow local 
entrepreneurs and human resource skills 
in the oil trading business. It also provid-
ed a mechanism to enable local players 
own and invest in key downstream infra-
structure like tank farms among others. 

The BDC trading skills have evolved from 
ex-rack to ex-ship and is expected to 
reach the ultimate point of trade, ex-re-
finery if allowed to grow. This will posi-
tion Ghana as a major trading nation in 
Africa. The entry of the IOTs reverse the 
progress achieved and destroys Ghana’s 
opportunity to grow. It will keep Ghana as 
a “taker” and not a “maker”.

1.9 Local Content & Participation

The Local Content and Participation 
Policy for the Downstream Sector was 
submitted to Cabinet for consideration in 
2017 and approved in April 2018. The 
policy is expected to culminate into a 
Downstream Local Content Act. The 
policy aims to, among others, attract 
increased local value-added investments, 
create more job opportunities and indige-
nise knowledge, expertise and technolo-
gy in the downstream sector. The CBOD 

supports the policy but insists that it must  
be structured in a manner that does not 
negatively vary the interest of the exist-
ing foreign owned petroleum service 
providers (PSPs).

1.10 Ghana’s Petroleum Hub

Government seeks to make Ghana 
Africa’s first petroleum hub by 2030. The 
project is partly anchored on the 30mn 
metric tonnes per year West African 
market which continues to grow. Strate-
gically, the project is leveraging Ghana’s 
political stability, the absence of similar 
infrastructure, the central location for the 
region, access to the sub-regional market 
amidst tax incentives, closeness to inter-
national shipping routes and the relative-
ly stable macroeconomic environment. 

The hub enclave will require a total land 
size of about 20,000 acres to accommo-
date the various types of infrastructure 
necessary for the operations. It is to be 
situated within Bonyere traditional area 
in the Jomoro District of the Western 
Region to facilitate trading activities. 
Government considers the existing infra-
structure  inadequate  for hub operations. 
New infrastructure will be developed in 
the hub enclave to facilitate operations. 
This new infrastructure earmarked for 
development has been categorised into 
four (4): 

I. Key Infrastructure which includes 
jetties, storage tanks, refineries, LNG 
facility, hub transmission infrastructure, 
power plant, petrochemical plant, lube 
blending plant, and transmission and 
storage infrastructure for the land-locked 
countries; 

II. Infrastructure for offshore activities 
will be used to support nautical services, 
repair and maintenance, exploration and 
rig equipment servicing, and would also 
include facilities such as off-dock yard and 
dry-dock facilities for vessel repair, engi-
neering and de-commissioning;

III. Ancillary infrastructure includes water 
treatment facilities, waste management 

3
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trading on behalf of GoEnergy. This strat-
egy enabled government to subsidise Goil 
indirectly while increasing losses to BOST 
all in an effort to drive pump prices below 
market. This pushed private BDCs and 
OMCs who were not beneficiaries of the 
structure to unprofitability.

The direct trading by GoEnergy partly 
levelled the playing field for private BDCs 
and OMCs, translating into increased trad-
ing margins. This was also evident in the 
fact that Goil throughout 2017 remained 
among the highest-priced Oil Marketing 
Companies, unlike 2016 when it was 
among the lowest.

The CBOD remains a major advocate for 
government to maintain visibility in the 
downstream trade through GoEnergy and 
Goil in which it maintains a majority share-
holding. As a subsidiary of a GSE-listed 
company with some non-government 
shareholders, GoEnergy is expected to 
operate profitably and efficiently. Its 
operations are therefore unlikely to lead 
to direct financial losses to government 
while maintaining a fair competitive envi-
ronment for all players. However, GoEner-
gy and Goil must not be treated preferen-
tially in the development and manage-
ment of policy. It is a full commercial 
entity with some government investment 
and must be solely managed by its Board 
of Directors. Policy must keep full focus 
on the entire business ecosystem in line 
with the national interest. Unfortunately, 
Goil/GoEnergy continues to be seen and 
treated as a sector agency of the Ministry 
of Energy with its programmes supported 
directly by the ministry through policy 
interventions and programme reviews. 

1.6 Unfair Competition

The indirect subsidies funded by govern-
ment through BOST in favour of GoEnergy 
and Goil ceased over the 2017 fiscal year. 
Government clearly was unwilling to 
continue bearing the related losses 
arising from the arrangement. GoEnergy’s 
direct trading partly restored balance and 
fair pricing in the market when compared 
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Unfair competition was driven by the 
abuse of the Special Petroleum Tax (SPT). 
The SPT being ad valorem (15% on ex-de-
pot prices) enabled BDCs with controlling 
interest in OMCs or vice-versa to transfer 
pricing. This is further discussed in section 
2.6.4.1.

The CBOD and NPA advocated for the SPT 
to be converted to a specific tax instead 
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reverse this unfair practise. Government 
in Quarter 1 of 2018 favourably considered 
the proposals made.

1.7 Zonalisation 

The Zonalisation policy continued to face 
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their own products. It is also aimed  at 
giving Goil (partly owned by BOST) a 
better leverage in the supply chain to 
out-compete the private OMCs.

To address these concerns, stakeholder 
sessions were held to revise the existing 
guidelines. The Ministry of Energy is yet to 
approve the new guidelines and manage 
their implementation. The persistence of 
the challenges observed evidences the 
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The International Oil Trading companies 
have in recent times been aggressive on 
procuring Oil Trading Licenses to enable 
them trade ex-rack to BDCs. In effect this 
usurps the envisioned role of BDCs which 
is to manage the supply chain and trade 
from FOB (ex-refinery) in USD per metric 
ton to GHS per litre ex-rack. This develop-
ment has been inspired by the financial 
weakness in the BDC industry resulting 
from years of non-payment of govern-
ment under-recovery indebtedness to 
BDCs. As these debts are being paid and 
restructured, funding confidence is 
expected to be revived to enable BDCs 
revert to their original role. The emer-
gence of the IOT model onshore Ghana as 
OTCs will be disastrous for the BDC func-
tion and will rob Ghana of all the gains 
and competence it has been growing 
over the years in the  oil trading business. 
The BDC role provided a mechanism to 
level the pricing playing field between 
local and foreign OMCs. It provided a 
mechanism for Ghana to grow local 
entrepreneurs and human resource skills 
in the oil trading business. It also provid-
ed a mechanism to enable local players 
own and invest in key downstream infra-
structure like tank farms among others. 

The BDC trading skills have evolved from 
ex-rack to ex-ship and is expected to 
reach the ultimate point of trade, ex-re-
finery if allowed to grow. This will posi-
tion Ghana as a major trading nation in 
Africa. The entry of the IOTs reverse the 
progress achieved and destroys Ghana’s 
opportunity to grow. It will keep Ghana as 
a “taker” and not a “maker”.

1.9 Local Content & Participation

The Local Content and Participation 
Policy for the Downstream Sector was 
submitted to Cabinet for consideration in 
2017 and approved in April 2018. The 
policy is expected to culminate into a 
Downstream Local Content Act. The 
policy aims to, among others, attract 
increased local value-added investments, 
create more job opportunities and indige-
nise knowledge, expertise and technolo-
gy in the downstream sector. The CBOD 

supports the policy but insists that it must  
be structured in a manner that does not 
negatively vary the interest of the exist-
ing foreign owned petroleum service 
providers (PSPs).

1.10 Ghana’s Petroleum Hub

Government seeks to make Ghana 
Africa’s first petroleum hub by 2030. The 
project is partly anchored on the 30mn 
metric tonnes per year West African 
market which continues to grow. Strate-
gically, the project is leveraging Ghana’s 
political stability, the absence of similar 
infrastructure, the central location for the 
region, access to the sub-regional market 
amidst tax incentives, closeness to inter-
national shipping routes and the relative-
ly stable macroeconomic environment. 

The hub enclave will require a total land 
size of about 20,000 acres to accommo-
date the various types of infrastructure 
necessary for the operations. It is to be 
situated within Bonyere traditional area 
in the Jomoro District of the Western 
Region to facilitate trading activities. 
Government considers the existing infra-
structure  inadequate  for hub operations. 
New infrastructure will be developed in 
the hub enclave to facilitate operations. 
This new infrastructure earmarked for 
development has been categorised into 
four (4): 

I. Key Infrastructure which includes 
jetties, storage tanks, refineries, LNG 
facility, hub transmission infrastructure, 
power plant, petrochemical plant, lube 
blending plant, and transmission and 
storage infrastructure for the land-locked 
countries; 

II. Infrastructure for offshore activities 
will be used to support nautical services, 
repair and maintenance, exploration and 
rig equipment servicing, and would also 
include facilities such as off-dock yard and 
dry-dock facilities for vessel repair, engi-
neering and de-commissioning;

III. Ancillary infrastructure includes water 
treatment facilities, waste management 
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increased local value-added investments, 
create more job opportunities and indige-
nise knowledge, expertise and technolo-
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supports the policy but insists that it must  
be structured in a manner that does not 
negatively vary the interest of the exist-
ing foreign owned petroleum service 
providers (PSPs).

1.10 Ghana’s Petroleum Hub

Government seeks to make Ghana 
Africa’s first petroleum hub by 2030. The 
project is partly anchored on the 30mn 
metric tonnes per year West African 
market which continues to grow. Strate-
gically, the project is leveraging Ghana’s 
political stability, the absence of similar 
infrastructure, the central location for the 
region, access to the sub-regional market 
amidst tax incentives, closeness to inter-
national shipping routes and the relative-
ly stable macroeconomic environment. 

The hub enclave will require a total land 
size of about 20,000 acres to accommo-
date the various types of infrastructure 
necessary for the operations. It is to be 
situated within Bonyere traditional area 
in the Jomoro District of the Western 
Region to facilitate trading activities. 
Government considers the existing infra-
structure  inadequate  for hub operations. 
New infrastructure will be developed in 
the hub enclave to facilitate operations. 
This new infrastructure earmarked for 
development has been categorised into 
four (4): 

I. Key Infrastructure which includes 
jetties, storage tanks, refineries, LNG 
facility, hub transmission infrastructure, 
power plant, petrochemical plant, lube 
blending plant, and transmission and 
storage infrastructure for the land-locked 
countries; 

II. Infrastructure for offshore activities 
will be used to support nautical services, 
repair and maintenance, exploration and 
rig equipment servicing, and would also 
include facilities such as off-dock yard and 
dry-dock facilities for vessel repair, engi-
neering and de-commissioning;

III. Ancillary infrastructure includes water 
treatment facilities, waste management 

facilities, commercial services, residential 
area (with social amenities), security and 
emergency response centre, solid logis-
tics, transportation network, laboratory 
and a light to medium industrial area; 

IV. Social amenities include health facili-
ties and educational and training facilities 
among others to provide various services 
for the hub.

It is estimated that the total cost of devel-
oping the petroleum hub will be US$50 
billion. Out of this amount, it is expected 
that 90% would be the cost of infrastruc-
ture to be provided by private investors.
The government of Ghana is to invest the 
remaining 10%. 

Developing the Petroleum Hub is expect-
ed to create jobs, increase tax revenue 
and lead to the economic transformation 
of the nation.

The incentives to investors would include; 
ease of doing business in Ghana, and 
other fiscal incentives that the govern-
ment would provide such as lower corpo-
rate taxes, tax exemptions, withholding 
tax exemptions during construction, 
repatriation of profits, etc.

Implementation of the Petroleum Hub 
shall be guided by a plan which spells out 
timelines for the achievement of various 
phases of the project. The key infrastruc-
ture in the plan would be implemented 

over a 12-year period (2018-2030) and 
would be executed in three (3) phases. 
This will be preceded by some preparato-
ry activities including; concept develop-
ment , structuring  the legal and regulato-
ry regime, the establishment of a Petrole-
um Hub Development Authority/Develop-
ment Company, site identification, acqui-
sition of land and investment promotion.
The first phase (2019-2022) of the project 
will involve the construction of the power 
plant, initial storage infrastructure of 
1,000,000m  and port facilities with multi-
ple berths. This should be enough to com-
mence trading activities.

The second phase (2022-2025) of the 
project will involve the construction of 
the first batch of two (2) refineries of 
150,000bpsd each and one petrochemical 
plant with processing capacity of 
45,000bpsd. This stage would also 
involve the addition of 4,000,000m  stor-
age infrastructure.  

The third phase (2025-2030) will involve 
the construction of the second batch of 
two (2) more refineries of 150,000bpsd 
each and one more petrochemical plant 
with processing capacity of 45,000bpsd.  
This stage would also involve the addition 
of a further storage infrastructure of 
5,000,000m . This will bring the total 
storage in the hub to 10,000,000m. We 
expect government to revise its refinery 
capacity outlook upwards.
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Financial Review

2.4 Unpaid Claims

2.4.1 FX Loss Under-Recoveries 
(FLUR)-2013

These claims represent FLUR on trans-
actions that were omitted during the 
2011-2013 FLUR audit. The total claim 
filed was US$40.2mn.

The Ministry of Finance commissioned 
Ernst & Young (EY) within the year to 
validate these claims. The report by the 
auditors (in May 2018) revised the 
validated claim to US$28.56mn out of 
which US$25.68mn is being attributed 
to GoG. 

2.4.2 Real Value Factor (RVF)

This refers to the financial cost incurred 
by BDCs for the delayed payments of 
price under-recoveries.
The RVF claims at the end of the 2017 
financial year stood at GHS 847mn 
(US$191mn). These claims are yet to be 
validated. They continue to grow at the 
applicable interest rate.

2.4.3 Forex Loss Under-Recovery Inter-
est (FLURI)

This refers to the financial cost borne by 
BDCs for the delayed payment of FLUR 
by government.

A total claim of US$134.67mn has been 
filed by BDCs. This amount is yet to be 
validated by GoG or an independent 
auditor and continues to grow as it 
remains unpaid.

2.4.4 RVF and FLURI Negotiations

The government commissioned a 5-man 
committee to undertake a conceptual 
review of the RVF and FLURI. The com-
mittee acknowledge the conceptual 
legitimacy of the claims but recom-
mended that government negotiates 
with BDCs on the parameters and mag-
nitude of the claims.

LBL, assignors of the claims, continue to 
negotiate with government on behalf of 
BDCs. The offer being negotiated by LBL 
and government may result in an 
estimated haircut of GHS824mn. 
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The payment of all outstanding validat-
ed claims and the partial removal of 
indirect subsidies to BOST/Goil compar-
atively improved the financial perfor-
mance of the industry. Estimated BDC 
premiums averaged $66.60/mt in 2017 
compared to $47.82/mt in 2016. A total 
of GHS619.48mn was paid to BDCs 
through the Energy Bond programme. 
All BDC claims remained assigned to 
Legacy Bonds Limited, a Special 
Purpose Vehicle jointly owned by the 
CBOD and the Ghana Association of 
Bankers with a mandate to provide 
central administration of the BDC claims 
and indebtedness to the banking sector.

The above coupled with on-going inter-
ventions by the CBOD and the Ghana 
Association of Bankers to address liquid-
ity loss through trade credit and forex 
risk using the CREPT and Oil FX Market 
models, has propped up funding confi-
dence in the sector.

2.1 GoG Indebtedness to BDCs

The year under review commenced with 
an outstanding validated government 
debt to BDCs of US$140.61mn 
(GHS604.97mn) and unvalidated claims 
of US$274.55mn (GHS1.16bn). It ended 
with validated claims fully paid and an 
unvalidated claim of US$366.78mn 
(GHS1.62bn). This followed the payment 
of US$140.61mn through the energy 
bond programme. The unvalidated 
claims comprise Real Value Factor, 2013 
forex loss under-recoveries (FLUR) and 
FLUR-Interest (FLURI) claims.

2.2 ESLA BOND Programme

The joint proposal by the Ghana Associa-
tion of Bankers and the CBOD through 
Legacy Bonds Limited to securitise the 
Energy Sector Levies Act proceeds and 
issue corporate bonds through an SPV 
for the payment of energy sector debts, 
was favourably considered by govern-
ment. This culminated into what is now 
termed the Energy Bond and was issued 
through ESLA Plc, the SPV nominated 
for the transaction. 

According to the Ministry of Finance, 
the bonds were issued in two phases. 
Phase one was issued on 23rd October, 
2017 sized GHS2.4bn and was issued as a 
seven-year bond with a semi-annual 
coupon of 19%. Phase two was issued on 
27th October 2017 sized GHS 2.29bn and 
was issued as a 10-year bond at a 
semi-annual coupon of 19.5%pa.

2.3 Payment of Validated Claims

Legacy Bond Limited, assignees of the 
BDC payments, swapped the full validat-
ed BDC claims outstanding for the ESLA 
bonds. This in effect implied the 
payment of US$140.35mn 
(GHS619.48mn) as the full payment of 
all outstanding validated claims. These 
claims represented the outstanding 
amount on the 2011-2015 validated FLUR 
claims.

2

This refers to claims yet to be audited and valiadated by an independent auditor and accepted by government2
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dry-dock facilities for vessel repair, engi-
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2.4 Unpaid Claims

2.4.1 FX Loss Under-Recoveries 
(FLUR)-2013

These claims represent FLUR on trans-
actions that were omitted during the 
2011-2013 FLUR audit. The total claim 
filed was US$40.2mn.

The Ministry of Finance commissioned 
Ernst & Young (EY) within the year to 
validate these claims. The report by the 
auditors (in May 2018) revised the 
validated claim to US$28.56mn out of 
which US$25.68mn is being attributed 
to GoG. 

2.4.2 Real Value Factor (RVF)

This refers to the financial cost incurred 
by BDCs for the delayed payments of 
price under-recoveries.
The RVF claims at the end of the 2017 
financial year stood at GHS 847mn 
(US$191mn). These claims are yet to be 
validated. They continue to grow at the 
applicable interest rate.

2.4.3 Forex Loss Under-Recovery Inter-
est (FLURI)

This refers to the financial cost borne by 
BDCs for the delayed payment of FLUR 
by government.

A total claim of US$134.67mn has been 
filed by BDCs. This amount is yet to be 
validated by GoG or an independent 
auditor and continues to grow as it 
remains unpaid.

2.4.4 RVF and FLURI Negotiations

The government commissioned a 5-man 
committee to undertake a conceptual 
review of the RVF and FLURI. The com-
mittee acknowledge the conceptual 
legitimacy of the claims but recom-
mended that government negotiates 
with BDCs on the parameters and mag-
nitude of the claims.

LBL, assignors of the claims, continue to 
negotiate with government on behalf of 
BDCs. The offer being negotiated by LBL 
and government may result in an 
estimated haircut of GHS824mn. 

2.4.5 GoG Liability Summary
Table 1: 

 GHS/US$=4.4179 (BoG selling rate as at 31st December 2017)
*Based on completed audit validation
**Based on GoG negotiation parameters.
[GHS equivalent]
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of US$274.55mn (GHS1.16bn). It ended 
with validated claims fully paid and an 
unvalidated claim of US$366.78mn 
(GHS1.62bn). This followed the payment 
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bonds. This in effect implied the 
payment of US$140.35mn 
(GHS619.48mn) as the full payment of 
all outstanding validated claims. These 
claims represented the outstanding 
amount on the 2011-2015 validated FLUR 
claims.



The International Oil Trading companies 
have in recent times been aggressive on 
procuring Oil Trading Licenses to enable 
them trade ex-rack to BDCs. In effect this 
usurps the envisioned role of BDCs which 
is to manage the supply chain and trade 
from FOB (ex-refinery) in USD per metric 
ton to GHS per litre ex-rack. This develop-
ment has been inspired by the financial 
weakness in the BDC industry resulting 
from years of non-payment of govern-
ment under-recovery indebtedness to 
BDCs. As these debts are being paid and 
restructured, funding confidence is 
expected to be revived to enable BDCs 
revert to their original role. The emer-
gence of the IOT model onshore Ghana as 
OTCs will be disastrous for the BDC func-
tion and will rob Ghana of all the gains 
and competence it has been growing 
over the years in the  oil trading business. 
The BDC role provided a mechanism to 
level the pricing playing field between 
local and foreign OMCs. It provided a 
mechanism for Ghana to grow local 
entrepreneurs and human resource skills 
in the oil trading business. It also provid-
ed a mechanism to enable local players 
own and invest in key downstream infra-
structure like tank farms among others. 

The BDC trading skills have evolved from 
ex-rack to ex-ship and is expected to 
reach the ultimate point of trade, ex-re-
finery if allowed to grow. This will posi-
tion Ghana as a major trading nation in 
Africa. The entry of the IOTs reverse the 
progress achieved and destroys Ghana’s 
opportunity to grow. It will keep Ghana as 
a “taker” and not a “maker”.

1.9 Local Content & Participation

The Local Content and Participation 
Policy for the Downstream Sector was 
submitted to Cabinet for consideration in 
2017 and approved in April 2018. The 
policy is expected to culminate into a 
Downstream Local Content Act. The 
policy aims to, among others, attract 
increased local value-added investments, 
create more job opportunities and indige-
nise knowledge, expertise and technolo-
gy in the downstream sector. The CBOD 

supports the policy but insists that it must  
be structured in a manner that does not 
negatively vary the interest of the exist-
ing foreign owned petroleum service 
providers (PSPs).

1.10 Ghana’s Petroleum Hub

Government seeks to make Ghana 
Africa’s first petroleum hub by 2030. The 
project is partly anchored on the 30mn 
metric tonnes per year West African 
market which continues to grow. Strate-
gically, the project is leveraging Ghana’s 
political stability, the absence of similar 
infrastructure, the central location for the 
region, access to the sub-regional market 
amidst tax incentives, closeness to inter-
national shipping routes and the relative-
ly stable macroeconomic environment. 

The hub enclave will require a total land 
size of about 20,000 acres to accommo-
date the various types of infrastructure 
necessary for the operations. It is to be 
situated within Bonyere traditional area 
in the Jomoro District of the Western 
Region to facilitate trading activities. 
Government considers the existing infra-
structure  inadequate  for hub operations. 
New infrastructure will be developed in 
the hub enclave to facilitate operations. 
This new infrastructure earmarked for 
development has been categorised into 
four (4): 

I. Key Infrastructure which includes 
jetties, storage tanks, refineries, LNG 
facility, hub transmission infrastructure, 
power plant, petrochemical plant, lube 
blending plant, and transmission and 
storage infrastructure for the land-locked 
countries; 

II. Infrastructure for offshore activities 
will be used to support nautical services, 
repair and maintenance, exploration and 
rig equipment servicing, and would also 
include facilities such as off-dock yard and 
dry-dock facilities for vessel repair, engi-
neering and de-commissioning;

III. Ancillary infrastructure includes water 
treatment facilities, waste management 
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2.5 BDC Premiums

BDC premiums improved from an average 
$47.82/mt and $53.79/mt in 2016 to 
$66.60/mt and $64.12/mt in 2017 for PMS 
and AGO respectively. This was driven by the 
levelling of the competing field with the 
partial removal of the indirect subsidies to 
GoEnergy/Goil through BOST. BOST’s trad-
ing dipped from 1.93mn mt in 2016 to 
366,086 mt in 2017 as trading losses in the 

previous year began to take its toll on suppli-
er credits. This compelled GoEnergy to trade 
on its own and price fairly as it faced the 
same conditions as the general market.

The BDC premium recovery has however 
been lagged by the occurrence of transfer 
pricing by some BDCs with significant man-
agement control over oil marketing compa-
nies. This is further explained in section 
2.6.4.1.

Figure 3: 2017 BDC and NPA Premiums

   This relates to pump price taxes only
     Total projected 2017 Tax Revenue according to the 2018 budget amounted to GHS31.78bn

3

4 

2.6 Taxes and Regulatory Margins (TRM)

2.6.1 Impact on Prices

Taxes remained an integral part of the price 
displayed at the pump throughout the year. 
As a percentage of pump prices, taxes and 
regulatory margins (TRM) have reduced 
from a high of 42.83% in January to 37.86% in 
December 2017.  This was a result of the 
general increase in ex-ref prices following 
increases in crude prices and government’s 
reduction of the Special Petroleum Tax 
(SPT) from 17.5% to 15% and the removal of 
the excise duty effective 16th March 2017.

Taxes and regulatory margins (TRM) aver-
aged 40% of pump prices for PMS and AGO 
in 2017. The average TRM for 2017 is 
estimated at GHS1.65/ltr and GHS1.62/ltr for 
PMS and AGO respectively. 

2.6.2 Petroleum Tax Revenue
Petroleum taxes generated about 

GHS4,436.56mn for the 2017 fiscal year, 
according to reports from the Ministry of 
Finance and the GRA. The taxes accounted 
for about 13.77% of total government 2017 
tax revenue. We however estimate, based 
on NPA volume reports and the analysis of 
pump prices, that an amount of about 
GHS4,924.41mn should rather have been 
reported for the period. This excludes lost 
tax revenues from smuggling and export 
product dumping. 

The excise duty share of revenue contribu-
tion reduced from 1% to 0.34% of the total 
revenue claim. This low proportion is due to 
the removal of the excise duty in the 
second window of March 2017. The SPT, 
EDR Levy and Road Fund accounted for 
90.77% of the taxes generated. Gasoline and 
gasoil (gasoil regular, marine, mines includ-
ed) remained the largest contributors to 
the petroleum tax revenue, contributing 
93.23% of the revenue. 

3

2017 BDC and NPA Premiums
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5  Excise duty and Export Duty were computed using NPA’s 2017 OMC Performance Statistics.
  Government actuals not available at the time of publication.

Figure 4: 2017 Taxes and Regulatory Margins Figure 5: 2017 Tax Distribution

Table 2: Government 2017 Petroleum Tax Collections

Source: Ministry of Finance, Ghana Revenue Authority, CBOD

2.6.3 ESLA Under-Reporting

An analysis of the NPA OMC performance 
data shows that government failed to 
account for GHS576.63mn for 2016 and 
GHS339.16mn for 2017 in ESLA taxes. The 
2016 volumes indicate that government 
earned a total of GHS3,875.56mn (assum-
ing that GoG’s report on the receipts from 
the power sector and the balance brought 
forward from the Petroleum Debt Recov-
ery Levy Account are accurate). However, 
the report by the Minister of Finance to 
Parliament stated that GHS3,298.94mn 

was raised. The variance analysis is 
captured Table 4.

The Minister of Finance  reported to parlia-
ment that an amount of GHS3,151.74mn 
was realised in ESLA receipts for 2017. This 
position is irreconcilable with computed 
ESLA receipts earned, based on NPA 
confirmed 2017 OMC performance data, 
which indicates that GHS3,490.90mn 
should have been collected. The variance 
analysis is reported in Table 4.

2017 Taxes and Regulatory Margins

T A X E S A C T U A L  C O L L E C T IO N S

G H S mn
Price Stabilisation and Recovery Levy 345.31                       
Energy Debt Recovery Levy 1,293.03                    
Energy Fund Levy 30.65                        
Road Fund Levy 1,151.96                    
Special Petroleum Tax 1,582.12                    

18.23                        
15.26                        

TOTAL 4,436.56

Export Duty 5

Excise Duty 5
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  Excludes a balance brought forward of GHS83.27mn from the PDRL Account4

Table 3: 2016 PERFOMANCE OF ESLA (PETROLEUM RECEIPTS) 

Table 4: 2017 PERFOMANCE OF ESLA (PETROLEUM RECEIPTS) 

The situation is extremely alarming and 
suggestive of high level corruption and 
tax evasion. It is imperative that govern-
ment commissions an investigation into 
this matter immediately. Considering the 
potential depth of corruption and the 

magnitude involved as well as the possibil-
ity of more parties being compromised, 
we recommend a public inquiry and a 
forensic audit undertaken by any of the 
top 4 audit firms (i.e. EY, KPMG, PWC or 
Deloitte). 

2.6.4 Tax Revenue Leakages

Transfer pricing, re-export dumping and 
smuggling account for the main leakages 
in petroleum consumption tax revenue. 
These occurrences negatively impact the 
profitability of legitimate businesses and 
translates into a further loss of corporate 
income tax to the state.

2.6.4.1 Transfer Pricing

The SPT being ad valorem (15% on ex-de-
pot prices) enabled some BDCs with 
controlling interest in OMCs or vice-versa 
to transfer pricing. This is done by simply 
reducing ex-depot prices (the SPT tax 
base) to their OMCs to reduce the SPT 
obligations. This increased the OMC 
margin and zeroed out or negated BDC 

margins at the expense of government 
revenue and enabled the OMC entity to 
compete better on pump prices. The tax 
structure was also prone to the situation 
where some BDCs without OMC control 
may have facilitated the evasion of taxes 
through under-invoicing.

The reverse analysis of actual pump prices 
indicates that SPT for 2017 should stand at 
about GHS1,731.05mn. A review of actual 
collections by the Ghana Revenue Authori-
ty (GRA) shows a negative variation of 
GHS148.93mn. This we believe is signifi-
cantly accounted for by transfer pricing.

The 2017 SPT GRA collections of 
GHS1.58bn is 1.6% lower than the 
GHS1.607bn collections of 2016. This may 
be simplistically explained by the 5.76% 
reduction in volumes of SPT based prod-
ucts and the revision of the SPT rate from 
17.5% in 2016 to 15% for most part of 2017.
 
However, a more thorough review 
renders this explanation untenable. The 
about 17% increase in prices reverses the 
negative impact of the 5.76% decrease in 
volumes and the 2.5% drop in SPT rate. The 
mitigating impact of the upward price 
changes in 2017 should effectively yield 
about 8% increase on 2016 SPT revenue. 
This further affirms the CBOD estimate of 
GHS1,731.05mn which is a 7.69% increase 
on the 2016 actual collections.   

The above analysis exposes the occur-
rence of transfer pricing and under-invoic-
ing and justifies government’s decision to 
convert the SPT to a specific tax. It may 
however be necessary that further investi-
gations are conducted into the matter and 
the culprits held to account.  

2.6.4.2 Re-Export Dumping and Smuggling

The illegal trade of export products dump-
ing, and shore smuggling continued 

unabated. Perpetrators of this trade 
evade the tax regime and contribute 
significantly to revenue leakages. The 
revenue loss in taxes and regulatory 
margins from smuggling and export 
dumping is estimated at GHS1.4bn for 
2017. This marks a 64.71% increase in reve-
nue loss from the NPA 2016 position of 
GHS850mn. This estimate is computed on 
a smuggled volume of about 856,000mt 
extrapolated from an analysis of historical 
data adjusted by sub-sector consumption 
growth (mines and rigs).  

The shore smuggling operation using 
built-for-purpose homemade canoes with 
60,000 litre capacities increased. Despite 
regulatory efforts by the NPA, little com-
mitment from government to arrest 
culprits and nip this practise in the bud 
was observed.

2.7 Industry Fundability

Funding confidence in the industry drasti-
cally dropped since 2014 as BDC repay-
ment defaults increased. This was mainly 
attributed to unpaid under-recoveries, 
OMC trade credit defaults, trade losses 
and the diversion of funds by some BDCs. 
This led to a significant withdrawal of 
funding from the banking sector. To fill 
this gap, supplier credits using open 
account and collateral management 
schemes were adopted by some Interna-
tional Oil Traders.

Funding confidence remains sub optimal, 
despite the marginal improvement, more 
because of the liquidity leakages in the 
BDC operating structure. Four major risks 
dubbed the BDC Risk Kite hamper the 
fundability of the industry. This comprises 
Legacy Debt, Trade Credit, Forex Risk and 
Core Pricing Risk.

2.6.3 ESLA Under-Reporting

An analysis of the NPA OMC performance 
data shows that government failed to 
account for GHS576.63mn for 2016 and 
GHS339.16mn for 2017 in ESLA taxes. The 
2016 volumes indicate that government 
earned a total of GHS3,875.56mn (assum-
ing that GoG’s report on the receipts from 
the power sector and the balance brought 
forward from the Petroleum Debt Recov-
ery Levy Account are accurate). However, 
the report by the Minister of Finance to 
Parliament stated that GHS3,298.94mn 

was raised. The variance analysis is 
captured Table 4.

The Minister of Finance  reported to parlia-
ment that an amount of GHS3,151.74mn 
was realised in ESLA receipts for 2017. This 
position is irreconcilable with computed 
ESLA receipts earned, based on NPA 
confirmed 2017 OMC performance data, 
which indicates that GHS3,490.90mn 
should have been collected. The variance 
analysis is reported in Table 4.



The International Oil Trading companies 
have in recent times been aggressive on 
procuring Oil Trading Licenses to enable 
them trade ex-rack to BDCs. In effect this 
usurps the envisioned role of BDCs which 
is to manage the supply chain and trade 
from FOB (ex-refinery) in USD per metric 
ton to GHS per litre ex-rack. This develop-
ment has been inspired by the financial 
weakness in the BDC industry resulting 
from years of non-payment of govern-
ment under-recovery indebtedness to 
BDCs. As these debts are being paid and 
restructured, funding confidence is 
expected to be revived to enable BDCs 
revert to their original role. The emer-
gence of the IOT model onshore Ghana as 
OTCs will be disastrous for the BDC func-
tion and will rob Ghana of all the gains 
and competence it has been growing 
over the years in the  oil trading business. 
The BDC role provided a mechanism to 
level the pricing playing field between 
local and foreign OMCs. It provided a 
mechanism for Ghana to grow local 
entrepreneurs and human resource skills 
in the oil trading business. It also provid-
ed a mechanism to enable local players 
own and invest in key downstream infra-
structure like tank farms among others. 

The BDC trading skills have evolved from 
ex-rack to ex-ship and is expected to 
reach the ultimate point of trade, ex-re-
finery if allowed to grow. This will posi-
tion Ghana as a major trading nation in 
Africa. The entry of the IOTs reverse the 
progress achieved and destroys Ghana’s 
opportunity to grow. It will keep Ghana as 
a “taker” and not a “maker”.

1.9 Local Content & Participation

The Local Content and Participation 
Policy for the Downstream Sector was 
submitted to Cabinet for consideration in 
2017 and approved in April 2018. The 
policy is expected to culminate into a 
Downstream Local Content Act. The 
policy aims to, among others, attract 
increased local value-added investments, 
create more job opportunities and indige-
nise knowledge, expertise and technolo-
gy in the downstream sector. The CBOD 

supports the policy but insists that it must  
be structured in a manner that does not 
negatively vary the interest of the exist-
ing foreign owned petroleum service 
providers (PSPs).

1.10 Ghana’s Petroleum Hub

Government seeks to make Ghana 
Africa’s first petroleum hub by 2030. The 
project is partly anchored on the 30mn 
metric tonnes per year West African 
market which continues to grow. Strate-
gically, the project is leveraging Ghana’s 
political stability, the absence of similar 
infrastructure, the central location for the 
region, access to the sub-regional market 
amidst tax incentives, closeness to inter-
national shipping routes and the relative-
ly stable macroeconomic environment. 

The hub enclave will require a total land 
size of about 20,000 acres to accommo-
date the various types of infrastructure 
necessary for the operations. It is to be 
situated within Bonyere traditional area 
in the Jomoro District of the Western 
Region to facilitate trading activities. 
Government considers the existing infra-
structure  inadequate  for hub operations. 
New infrastructure will be developed in 
the hub enclave to facilitate operations. 
This new infrastructure earmarked for 
development has been categorised into 
four (4): 

I. Key Infrastructure which includes 
jetties, storage tanks, refineries, LNG 
facility, hub transmission infrastructure, 
power plant, petrochemical plant, lube 
blending plant, and transmission and 
storage infrastructure for the land-locked 
countries; 

II. Infrastructure for offshore activities 
will be used to support nautical services, 
repair and maintenance, exploration and 
rig equipment servicing, and would also 
include facilities such as off-dock yard and 
dry-dock facilities for vessel repair, engi-
neering and de-commissioning;

III. Ancillary infrastructure includes water 
treatment facilities, waste management 

15

2.6.4 Tax Revenue Leakages

Transfer pricing, re-export dumping and 
smuggling account for the main leakages 
in petroleum consumption tax revenue. 
These occurrences negatively impact the 
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translates into a further loss of corporate 
income tax to the state.
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gations are conducted into the matter and 
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revenue loss in taxes and regulatory 
margins from smuggling and export 
dumping is estimated at GHS1.4bn for 
2017. This marks a 64.71% increase in reve-
nue loss from the NPA 2016 position of 
GHS850mn. This estimate is computed on 
a smuggled volume of about 856,000mt 
extrapolated from an analysis of historical 
data adjusted by sub-sector consumption 
growth (mines and rigs).  

The shore smuggling operation using 
built-for-purpose homemade canoes with 
60,000 litre capacities increased. Despite 
regulatory efforts by the NPA, little com-
mitment from government to arrest 
culprits and nip this practise in the bud 
was observed.

2.7 Industry Fundability

Funding confidence in the industry drasti-
cally dropped since 2014 as BDC repay-
ment defaults increased. This was mainly 
attributed to unpaid under-recoveries, 
OMC trade credit defaults, trade losses 
and the diversion of funds by some BDCs. 
This led to a significant withdrawal of 
funding from the banking sector. To fill 
this gap, supplier credits using open 
account and collateral management 
schemes were adopted by some Interna-
tional Oil Traders.

Funding confidence remains sub optimal, 
despite the marginal improvement, more 
because of the liquidity leakages in the 
BDC operating structure. Four major risks 
dubbed the BDC Risk Kite hamper the 
fundability of the industry. This comprises 
Legacy Debt, Trade Credit, Forex Risk and 
Core Pricing Risk.



The International Oil Trading companies 
have in recent times been aggressive on 
procuring Oil Trading Licenses to enable 
them trade ex-rack to BDCs. In effect this 
usurps the envisioned role of BDCs which 
is to manage the supply chain and trade 
from FOB (ex-refinery) in USD per metric 
ton to GHS per litre ex-rack. This develop-
ment has been inspired by the financial 
weakness in the BDC industry resulting 
from years of non-payment of govern-
ment under-recovery indebtedness to 
BDCs. As these debts are being paid and 
restructured, funding confidence is 
expected to be revived to enable BDCs 
revert to their original role. The emer-
gence of the IOT model onshore Ghana as 
OTCs will be disastrous for the BDC func-
tion and will rob Ghana of all the gains 
and competence it has been growing 
over the years in the  oil trading business. 
The BDC role provided a mechanism to 
level the pricing playing field between 
local and foreign OMCs. It provided a 
mechanism for Ghana to grow local 
entrepreneurs and human resource skills 
in the oil trading business. It also provid-
ed a mechanism to enable local players 
own and invest in key downstream infra-
structure like tank farms among others. 

The BDC trading skills have evolved from 
ex-rack to ex-ship and is expected to 
reach the ultimate point of trade, ex-re-
finery if allowed to grow. This will posi-
tion Ghana as a major trading nation in 
Africa. The entry of the IOTs reverse the 
progress achieved and destroys Ghana’s 
opportunity to grow. It will keep Ghana as 
a “taker” and not a “maker”.

1.9 Local Content & Participation

The Local Content and Participation 
Policy for the Downstream Sector was 
submitted to Cabinet for consideration in 
2017 and approved in April 2018. The 
policy is expected to culminate into a 
Downstream Local Content Act. The 
policy aims to, among others, attract 
increased local value-added investments, 
create more job opportunities and indige-
nise knowledge, expertise and technolo-
gy in the downstream sector. The CBOD 

supports the policy but insists that it must  
be structured in a manner that does not 
negatively vary the interest of the exist-
ing foreign owned petroleum service 
providers (PSPs).

1.10 Ghana’s Petroleum Hub

Government seeks to make Ghana 
Africa’s first petroleum hub by 2030. The 
project is partly anchored on the 30mn 
metric tonnes per year West African 
market which continues to grow. Strate-
gically, the project is leveraging Ghana’s 
political stability, the absence of similar 
infrastructure, the central location for the 
region, access to the sub-regional market 
amidst tax incentives, closeness to inter-
national shipping routes and the relative-
ly stable macroeconomic environment. 

The hub enclave will require a total land 
size of about 20,000 acres to accommo-
date the various types of infrastructure 
necessary for the operations. It is to be 
situated within Bonyere traditional area 
in the Jomoro District of the Western 
Region to facilitate trading activities. 
Government considers the existing infra-
structure  inadequate  for hub operations. 
New infrastructure will be developed in 
the hub enclave to facilitate operations. 
This new infrastructure earmarked for 
development has been categorised into 
four (4): 

I. Key Infrastructure which includes 
jetties, storage tanks, refineries, LNG 
facility, hub transmission infrastructure, 
power plant, petrochemical plant, lube 
blending plant, and transmission and 
storage infrastructure for the land-locked 
countries; 

II. Infrastructure for offshore activities 
will be used to support nautical services, 
repair and maintenance, exploration and 
rig equipment servicing, and would also 
include facilities such as off-dock yard and 
dry-dock facilities for vessel repair, engi-
neering and de-commissioning;

III. Ancillary infrastructure includes water 
treatment facilities, waste management 
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LEGACY DEBT

TRADE CREDIT
FX RISK

CORE PRICING RISK

2.7.1 Legacy Debt

This refers to the financial burden of 
unpaid GoG debts which continues to 
erode BDC capital and limits member 
trading capacity.
 
The CBOD collaboration with LBL is 
expected to address this risk as payment 
is secured from government. With most 
of the debt expected to be resolved by 
Quarter 2, 2018, the Risk Kite may become 
a Risk Triangle.

2.7.2 Trade Credit Risk

This refers to the cost of the industry’s 
ageing profile in trade credit advanced 
mainly to OMCs. The increased delays in 
payments by OMCs is taking a major toll 
on BDC financing costs and access to 
working capital. This erodes BDC margins 
and capital. The CBOD CREPT project is 
expected to help address this risk. Details 
are discussed in section 5.2.1

2.7.3 Forex Risk

In the absence of adequate and reasona-
bly priced FX hedging tools on the Ghana-
ian market, most BDCs adopt in-house FX 
estimation tools to manage open FX posi-
tions. As these estimators fail or are 
forced by competition to estimate lower, 
the industry exposure to FX losses 
increase. This exposure threatens capital 
and the viability of members.

The CBOD Oil FX Market (OFM) project is 
expected to address this risk. Details are 
discussed in section 5.2.2

2.7.4 Core Pricing Risk

This refers to the frequent acts of 
under-pricing courtesy of competition 
and incompetent pricing mainly by new 
entrants and BOST. 

BD C RISK KITE

Figure 6: BDC Risk Kite



The International Oil Trading companies 
have in recent times been aggressive on 
procuring Oil Trading Licenses to enable 
them trade ex-rack to BDCs. In effect this 
usurps the envisioned role of BDCs which 
is to manage the supply chain and trade 
from FOB (ex-refinery) in USD per metric 
ton to GHS per litre ex-rack. This develop-
ment has been inspired by the financial 
weakness in the BDC industry resulting 
from years of non-payment of govern-
ment under-recovery indebtedness to 
BDCs. As these debts are being paid and 
restructured, funding confidence is 
expected to be revived to enable BDCs 
revert to their original role. The emer-
gence of the IOT model onshore Ghana as 
OTCs will be disastrous for the BDC func-
tion and will rob Ghana of all the gains 
and competence it has been growing 
over the years in the  oil trading business. 
The BDC role provided a mechanism to 
level the pricing playing field between 
local and foreign OMCs. It provided a 
mechanism for Ghana to grow local 
entrepreneurs and human resource skills 
in the oil trading business. It also provid-
ed a mechanism to enable local players 
own and invest in key downstream infra-
structure like tank farms among others. 

The BDC trading skills have evolved from 
ex-rack to ex-ship and is expected to 
reach the ultimate point of trade, ex-re-
finery if allowed to grow. This will posi-
tion Ghana as a major trading nation in 
Africa. The entry of the IOTs reverse the 
progress achieved and destroys Ghana’s 
opportunity to grow. It will keep Ghana as 
a “taker” and not a “maker”.

1.9 Local Content & Participation

The Local Content and Participation 
Policy for the Downstream Sector was 
submitted to Cabinet for consideration in 
2017 and approved in April 2018. The 
policy is expected to culminate into a 
Downstream Local Content Act. The 
policy aims to, among others, attract 
increased local value-added investments, 
create more job opportunities and indige-
nise knowledge, expertise and technolo-
gy in the downstream sector. The CBOD 

supports the policy but insists that it must  
be structured in a manner that does not 
negatively vary the interest of the exist-
ing foreign owned petroleum service 
providers (PSPs).

1.10 Ghana’s Petroleum Hub

Government seeks to make Ghana 
Africa’s first petroleum hub by 2030. The 
project is partly anchored on the 30mn 
metric tonnes per year West African 
market which continues to grow. Strate-
gically, the project is leveraging Ghana’s 
political stability, the absence of similar 
infrastructure, the central location for the 
region, access to the sub-regional market 
amidst tax incentives, closeness to inter-
national shipping routes and the relative-
ly stable macroeconomic environment. 

The hub enclave will require a total land 
size of about 20,000 acres to accommo-
date the various types of infrastructure 
necessary for the operations. It is to be 
situated within Bonyere traditional area 
in the Jomoro District of the Western 
Region to facilitate trading activities. 
Government considers the existing infra-
structure  inadequate  for hub operations. 
New infrastructure will be developed in 
the hub enclave to facilitate operations. 
This new infrastructure earmarked for 
development has been categorised into 
four (4): 

I. Key Infrastructure which includes 
jetties, storage tanks, refineries, LNG 
facility, hub transmission infrastructure, 
power plant, petrochemical plant, lube 
blending plant, and transmission and 
storage infrastructure for the land-locked 
countries; 

II. Infrastructure for offshore activities 
will be used to support nautical services, 
repair and maintenance, exploration and 
rig equipment servicing, and would also 
include facilities such as off-dock yard and 
dry-dock facilities for vessel repair, engi-
neering and de-commissioning;

III. Ancillary infrastructure includes water 
treatment facilities, waste management 
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Ghana remained a net exporter of petro-
leum in 2017 buoyed by a surge in crude 
production despite being a net importer 
of refined products. 2017 imports and 
exports of refined products both fell 
while official local consumption  
increased.

3.1 Imports of Petroleum Products

Total petroleum imports decreased from 
4.4mn metric tonnes in 2016 to 3.87mn 
metric tonnes in 2017. This comprised of a 
fall in imports of LPG products, crude for 
power and crude for refinery. Crude 
imports for refining were largely non-ex-
istent as the country’s main refinery, 
Tema Oil Refinery, was held back by 
mechanical failures. These challenges 
have been partly resolved enabling TOR 
to resume operations in 2018. An 
increased dependence on locally 
produced natural gas reduced the 
dependence on crude for power genera-
tion. The official refined products import 
volumes fell significantly as a result of the 
gradual shift from export dumping to 
canoe and shore smuggling whose data 
are not captured as imports. 

Out of the 64 licensed importers, 34 com-
panies imported products in 2017, of 
which the annual imports of 15 companies 
was not equivalent to the standard single 
cargo size of 30kt. 10 licensed companies 
were totally inactive. This further legiti-
mises efforts to rationalise the industry 
and ensure licensees deliver value to the 
economy.

The largest importer in 2016, BOST 
dropped to 4th place after a fall in 
imports from 1.93mn metric tonnes to 
366,086mt in 2017. BOST was faced with 
major debt challenges arising from its 
import activities in 2016 and 2015. The 
accrued debt from trade losses com-
pelled traders to withdraw their open 
account facilities and demand payment. 
The government as a result, initiated 
efforts to have GNPC and the National 
Petroleum Authority offer BOST a bailout, 
of sorts, from its growing indebtedness 
to traders. 

The removal of indirect subsidies by the 
Ministry of Finance further exposed the 
inefficiencies in the BOST trading activity. 
In effect, there was no source of funds to 
partly cushion the growing losses. GoG 
opted to have GoEnergy, a commercially- 
focused and majority-owned government 
entity, to represent government in the 
BDC trade. The focus on GoEnergy 
instead of BOST provided GoG with an 

Figure 7: Importers Activity
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Figure 9: 2017 Product Mix 18

objective visibility into the BDC trade 
and eliminated the recurrence of losses 
which burden tax payers unfairly.

Fueltrade replaced BOST as the largest 
importer, bringing in products of up to 
688,658mt representing 18% of total 
imports. Major private importers 
included Juwel Energy, Cirrus Oil, Blue 
Ocean, Ebony and Chase Petroleum.

Despite being the largest distributor in 
2017, GoEnergy maintained the anoma-
ly of not being amongst the top 10 
importers. GoEnergy opted to procure 
products ex-rack/in-tank Ghana from 
other BDCs and International Oil Trad-
ers instead of importing.

Figure 8: Top 10 Importers

Total gasoline imports in 2017 increased 
by 11% compared to 2016 volumes. Gaso-
line imports started the year at 107,073 
mt and declined throughout the first 
quarter.
Imports peaked in June at 161,406mt 
but declined in July to 86,359 mt. Gaso-
line imports closed the year at 
132,600mt.

Gasoil imports increased by 12% from 
1.59mn metric tonnes in 2016 to 1.78mn 
mt in 2017. Gasoil imports in January 
stood at 127,448mt and reached a peak 
of 219,433mt in April. Imports for the 

subsequent months were fluctuating. 
Imports of gasoil closed 2017 at 
132,600mt. 

Imports of LPG fell significantly relative 
to 2016. Total volume of LPG brought 
into the country in the year under 
review was 197,418mt, far below the 
312,155mt imported in 2016. This was 
due to an increased dependence on 
local LPG. Imports of LPG peaked in the 
month of August at 20,868mt while 
January recorded the lowest volume of 
LPG imports. 

 P r o d u c t  D i s t r i b u t i o n  
(2017 Imports) 



3.2 Crude Imports

The challenges faced by the FPSO Kwame 
Nkrumah in 2016 were partly resolved, 
making the TEN and Jubilee fields fully 
operational and optimised. Production 
was further buoyed by the operationalisa-
tion of the Sankofa-Gye-Nyame (SGN) 
fields at about 30,000bbls/day. These 
positive occurrences boosted the 2017 
crude production from 32.21mn bbls in 
2016 to 54.97mn bbls, an over 70% 
increase. This provided Ghana with about 
200% coverage of its non-power sector 
petroleum product consumption (90% 
refinery efficiency assumed). This further 
affirmed Ghana as a net exporter of petro-
leum.

A total of 233,283mt of crude equivalent 
to 1.67mn barrels was imported in 2017. 
About 43% of this was committed to the 
power sector and 57% for refining. 

Figure 11: 2017 Export Distribution by Products

Figure 10: 2017 Crude Imports Distribution 

3.3 Exports

Refined product exports reduced by 
75,996mt from 532,803mt in 2016 to 
456,807mt in 2017 marking a 14% fall. 
Naphtha exports which accounted for 20% 
of 2016 exports dropped considerably 
from 112,810mt to 194mt, marking a 
99.83% drop. RFO also saw a major drop 
from 69,832mt to 53,035mt. These occur-
rences accounted for the general drop in 
export volumes despite the 9%, 14% and 
60% growth in PMS, AGO and LPG exports 
respectively. RFO and Naphtha are mainly 
locally-produced. The fall in refinery activi-
ty in 2017 accounted for the low produc-
tion of both products and the consequen-
tial fall in their export volumes.
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Figure 12: Top 10 Exporters

Mali and Burkina Faso were Ghana’s major 
export destinations. CITAC indicates that 
Ghana’s share of Burkina Faso’s imports was 
10% for AGO and 7% for PMS. Ghana contrib-
uted no significant volume to Mali’s AGO 
imports but contributed 4% to its PMS 
imports. Senegal and Cote d’ivoire were the 
main supply sources for Mali’s AGO and PMS 
respectively. Burkina Faso continued to 
show preference for Benin, Togo and Cote 
d’ivoire as their import routes. This does not 
augur well for Ghana. We recommend a 
focused review of policy and market dynam-
ics to better understand and explore ways 
of making Ghana the preferred route.

TOR maintained their leadership of the 
refined petroleum export sector despite 
dropping from 47% to 41% after losing 
market share to private sector players. Blue 
Ocean toppled PWSL as the largest private 
sector exporter despite decreasing their 
market share from 9% in 2016 to 8% in 2017. 
Ebony, Aspen and Juwel gave way to Pluton 
Oil, Firm Energy and Cirrus Oil as top 10 
exporters.

The dumping of export products in-country 
to evade taxes continued in 2017. This illegal 
trade poses a major risk to the sustainability 
of legitimate businesses who struggle to 
compete with illegal traders on price. 

3.4 Distribution

GoEnergy maintained its leadership of the 
bulk distribution sector with an 18.7% 
market share despite a 3.44% drop from its 
2016 position. Its distribution fell by 
89,277mt from 733,021mt in 2016 to 
647,744mt in 2017. This was accounted for 
by a fall in its regular gasoline market share 
from 28.98% in 2016 to 25.21% in 2017 and a 
fall in its regular gasoil market share from 
26.69% in 2016 to 25.34% in 2017. These were 
driven by the withdrawal of government’s 
indirect subsidies to GoEnergy through 

BOST which levelled prior pricing advantag-
es enjoyed by its parent OMC, Goil. GoEner-
gy remained weak in the distribution of 
gasoil to offshore rigs and mines. This high-
lights growth opportunities for the market 
leader and competing strategies for other 
BDCs. 

Blue Ocean edged out Ebony Oil and Gas 
(Ebony) as the ATK market leader, growing 
its 38.56% market share in 2016 to 53.76% in 
2017. Ebony placed second after dropping 
its  market share from 47.06% in 2016 to 
40.86% in 2017 .  
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Figure 13: Top 10 BDCs

Eco Petroleum which ranked 9th in the 
overall BDC market share was the 
largest distributor of LPG (30.90%). It 
effectively leveraged on Quantum 
Terminal’s storage and gantry facility in 
Atuabo that gives it priority access to 
locally produced LPG from the Ghana 
National Gas Company. Vihama which 
ranked 11th maintained its place as the 
largest distributor of premix fuel. Its 
100% market share in 2016 was reduced 
to 62.71% following the active participa-
tion of Med Petroleum and Richelle 
Energy in the 68,755mt premix busi-
ness. 

Blue Ocean replaced Chase Petroleum 
as the largest private distributor with a 
12.71% share in 2017 up from its 8.18% 
share in 2016. Cirrus Oil, Ebony and Fuel-
trade completed the top-5 chart of 
distributors. Vihama lost its position in 
the top 10 to Misyl Energy, dropping 
from 7th in 2016 to 11th in 2017. 

Despite being the largest importer for 
2018, Fueltrade focused more on trad-
ing stocks with other BDCs other than 
its own distribution to Oil Marketing 
Companies. It distributed only 35% of its 
import volume. Vihama on the other 
hand was observed to have taken a 
more conservative position with focus 
on its primary capture market in terms 
of its relative controlling interest in 
some OMCs. 

Out of the 43 BDCs and refineries, 33 
distributed products. The top 5 
controlled 56.96% and the top 10 78.64% 
of the total market share. 17 out of 43 
BDCs distributed higher than the stand-
ard cargo size of 30,000mt in the entire 
year while 16 distributed below the 
standard cargo size.  10 distributors 
were inactive in 2017.

3.5 Consumption

National consumption increased  
from 3.33mn metric tonnes to 
3.46mn metric tonnes (a 4% increase). 
This correlates with the 2017 national 
real GDP growth of 3.6%. However, an 
analysis over the last 17 years showed 

a weak positive correlation between 
GDP growth and consumption 
growth. We estimate that consump-
tion actually grew higher but fell 
short of being recorded as a result of 
increased smuggling and export 
dumping. 

Top 10 BDCs



Figure 14: GDP Growth vs Consumption Growth 1999-2017

Gasoline demand increased marginally 
by 0.32% from 1,069,175mt in 2016 to 
1,072,567mt in 2017. Gasoil consump-
tion for 2017 totalled 1,661,475mt. This 
was made up of 1,202,589mt of regular 
AGO, representing 72% of total gasoil 

consumption for 2017, 121,069mt of 
marine gasoil, representing 7% of total 
gasoil oil consumption, 262,043mt of 
gasoil mines and 75,773mt of gasoil oil 
rig consumption, representing 16% and 
5% respectively.

Figure 15: 2017 Gasoil Consumption

Regular AGO remained the largest 
consumed product with a share of 
34.72% although volumes decreased in 
2017 by 247,256mt. This is mainly attrib-
utable to the fall in official regular 
gasoil consumption which is under 
reported due to smuggling. Consump-
tion for gasoil mines and gasoil rig 
increased by 20% and 21% respectively. 
Gasoil rigs was boosted by increased 
petroleum offshore production and 
exploration activities following the 
resolution of Ghana’s dispute with 
Cote d’Ivoire at the International Tribu-
nal of the Law of the Sea (ITLOS). 

Consumption of marine gasoil 
increased by 233%. This astronomical 
growth is not explicable by increased 
marine productivity but rather the 
diversion of untaxed Marine Gasoil 
(Foreign) into the mainstream regular 
gasoil market. MGO (Foreign) 
consumption, as a result of the diver-
sions, increased from 2,413mt in 2016 
to 88,908mt in 2017. To address this 
illegal trade, government in the early 
part of 2018 imposed taxes on MGO 
(Foreign) to eliminate any form of 
arbitrage encouraging the illegal trade.

The consumption of LPG increased by 
28% from 281,474 mt in 2016 to 358,931mt 
in 2017. This was driven by an increase in 
the use of LPG (propane) to fuel power 
plants in 2017. Demand for premix also 
saw a 22.82% increase from 55,980mt in 

2016 to 68,755mt in 2017. This growth is 
also attributable to increased illegal 
diversion of the highly subsidised premix 
product into the mainstream unsubsi-
dised PMS trade.
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Regular AGO remained the largest 
consumed product with a share of 
34.72% although volumes decreased in 
2017 by 247,256mt. This is mainly attrib-
utable to the fall in official regular 
gasoil consumption which is under 
reported due to smuggling. Consump-
tion for gasoil mines and gasoil rig 
increased by 20% and 21% respectively. 
Gasoil rigs was boosted by increased 
petroleum offshore production and 
exploration activities following the 
resolution of Ghana’s dispute with 
Cote d’Ivoire at the International Tribu-
nal of the Law of the Sea (ITLOS). 

Consumption of marine gasoil 
increased by 233%. This astronomical 
growth is not explicable by increased 
marine productivity but rather the 
diversion of untaxed Marine Gasoil 
(Foreign) into the mainstream regular 
gasoil market. MGO (Foreign) 
consumption, as a result of the diver-
sions, increased from 2,413mt in 2016 
to 88,908mt in 2017. To address this 
illegal trade, government in the early 
part of 2018 imposed taxes on MGO 
(Foreign) to eliminate any form of 
arbitrage encouraging the illegal trade.

The consumption of LPG increased by 
28% from 281,474 mt in 2016 to 358,931mt 
in 2017. This was driven by an increase in 
the use of LPG (propane) to fuel power 
plants in 2017. Demand for premix also 
saw a 22.82% increase from 55,980mt in 

2016 to 68,755mt in 2017. This growth is 
also attributable to increased illegal 
diversion of the highly subsidised premix 
product into the mainstream unsubsi-
dised PMS trade.

Figure 16: Product Consumption 2016 vs 2017

3.5.1 Zonal Consumption - Gasoil

The Accra & Tema Plains (ATP) zone 
remained the largest consuming zone in 
Ghana with a 50% share of national 
consumption. This marks a 2% increase in 
share. Its actual volumes however reduced 
by 13% from 684,546mt in 2016 to 

594,724mt in 2017. This was followed by 
the Kumasi zone, with a 29% share of 
national consumption, the Takoradi, 
Bolgatanga and Buipe zones consumed 
11%,4.07% and 3.65% respectively, while the 
Mami Water zone recorded the least 
consumption of 21,173mt representing 
1.79% of national consumption. 

Figure 17: 2017 Zonal Consumption Shares - All products
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Volumes of products especially gasoil 
consumed across the zonal areas have 
been consistently dropping from 2015 to 
2017 for gasoil-regular.  Gasoil 
consumed across the zones between 
2015 and 2017 fell by 89,821 mt repre-
senting a 25% drop. The Mami Water 
zone saw a 67% decline in volume from 

its 2015 position while products 
consumed in Kumasi in 2017 fell by 18%   
compared to 2015. The Buipe, Bolgatan-
ga and Accra & Tema Plains zones 
witnessed a 36%, 22% and 19% drop in 
products consumed in their respective 
zones when also compared to 2015. 

3.5.2 Zonal Consumption -Gasoline

Zonal consumption of gasoline from 
2015 to 2017 saw similar patterns 
observed with gasoil. With the excep-
tion of the Accra & Tema Plains which 
witnessed a 1% increase in volumes 
consumed within the period under 
consideration, all other zones saw 
significant declines in consumption. 

The Mami Water zone witnessed a 59% 
drop in consumption from 2015, while 
the Bolgatanga, Buipe, Kumasi and 
Takoradi recorded declines of 41%, 6%, 
9% and 22%  respectively.

Zonal consumption data mainly covers 
sales to retail outlets.

Figure 19: Gasoline Zonal Consumption 2015-2017
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Figure 18: Gasoil Zonal Consumption 2015-2017



 Figure 20: 2017 FOB Price Per Window

3.6 Pricing

3.6.1 FOB prices
 
FOB prices for 2017 averaged $554.80/mt 
and $483.53/mt representing a 20% and 
27% increase in 2016 average FOB prices 
of both PMS and AGO respectively. The 
average inter-window (first and second 
half of every month) International 
Market Price (IMP) change for 2017 stood 
at 1% for both PMS and AGO. 

IMP began the first window of 2017 at 

$531.03/mt and $474.53/mt for gasoline 
and gasoil, respectively. The highest 
inter-window increase was 13% for PMS 
and 8% for AGO in the second window of 
September. This was as a result of a 
reduction in global supply in August 
caused by temporal shutdowns of refin-
eries in the US after Hurricane Harvey.  
The year ended with FOB price capped at 
$600.86/mt and $559.86/mt for gasoline 
and gasoil, respectively, this represents a 
13.15% and 17.98% increase in the price of 
gasoline and gasoil, respectively relative 
to year start prices. 

Figure 21: 2017  FOB Price Inter-window change
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3.6.2 Average Ex-Pump Price Review
 
Average ex-pump prices started the 
year at GHS4.04/ltr and GHS4/ltr in Janu-
ary for PMS and AGO respectively. The 
year closed with ex-pump prices at a 
year high of GHS4.47/ltr and GHS4.46/ltr 
in the 2nd window of December, mark-
ing a 12% and 13% increase for PMS and 
AGO respectively. A number of factors 
including changes in FOB prices of gaso-

line and gasoil, changes in exchange 
rates and policy decisions on taxes, 
levies and margins during the year 
resulted in swings in ex-pump prices of 
petroleum products. 

Prices experienced an average 
inter-window change of 0.43% and 0.46% 
for PMS and AGO respectively in the 
year. 

Figure 22: 2017 Average Ex-Pump Prices

Figure 23: MKT vs NPA Pricing (Gasoline) Figure 24: MKT vs NPA Pricing (Gasoil)

3.6.3 Forex Rate
The average BoG GHS/USD rate (BoG FX) 
for 2017 experienced an 11% increase from 
3.9130 in 2016 to 4.3514 in 2017. It started 
2017 at 4.2098 and ended the year at 
4.4179 marking a 4.94% change. Its aver-
age month on month change stood at 
0.40%. 

February experienced the highest 
month-on-month change with a 3% 
increase from the January average forex 

rate (BoG). March experienced the next 
highest month-on-month change with an 
increase  of about 2.5%. This was signifi-
cantly influenced by market uncertainty 
in policy following the change in govern-
ment on January 7th, 2017. After the 
appointment of the new Minister of 
Finance and the successful issuance of 
the GHS9.7bn 10-year bond which 
increased USD flows, confidence 
rebounded and yielded a 6.4% fall in the 
BoG FX indicating a cedi rebound. 

Ex-pump prices for 2017 averaged 
GHS4.108/ltr and GHS4.076/ltr for gaso-
line and gasoil respectively. This was 
17% and 18% higher than the average 

prices observed for both products in 
2016.These average market prices were 
about 7.5% less than the NPA average 
window price estimates. 
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A regression analysis of data for 2016 
and 2017 indicates that the BOG FX 
impacted local prices more in 2017 than 
2016. It was shown that a cedi increase 
in BoG FX rate (cedis per dollar) caused 
PMS prices to increase by GHS0.2 per 

litre in 2016 compared to GHS0.92 per 
litre in 2017. The results also showed 
that a cedi increase in BoG FX rate 
(cedis per dollar) caused AGO prices to 
increase by GHS0.84 per litre in 2016 
and GHS0.86 per litre in 2017. 

Figure 25: 2017 Average Ex-Pump Prices, BoG FX and Brent 
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The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.
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Figure 26: 2017 Storage and Distribution by Products

The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.

4.1 Storage

Ghana’s storage capacity reached 
2.09mn m following the commission-
ing of Blue Ocean’s TMPT’s 116,000m  
gasoil, gasoline and LPG facility. 
1.35mn m  (64.6%) of the national 
storage was for refined products, 
281,000m  was for power sector crude 
and 456,376m  for refinery crude.  91% 
of the refined storage is in Tema. The 
national tank turn stands at 0.17 times 
per month, 83% lower than the globally 
accepted minimum efficient tank-turn 
of 1. This clearly indicates that Ghana’s 

storage facilities are grossly underuti-
lised.

AGO maintained its position as the 
refined product with the largest 
storage facility. The storage capacity 
for AGO stood at 616,129m  marking a 
29.44% share of total storage. 

Gasoline share of total storage was 
28.03%  representing 586,628m.
The addition of an 8,000m  capacity for 
LPG by Blue Ocean in 2017 shored up 
the country’s LPG storage capacity to 
28,813m .
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The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.

Government remained the largest storage 
provider of both refined products and crude oil 
while the private sector maintained its position 
as the largest non-refinery storage capacity 
provider. The private sector contributed about 
648,295m  of storage capacity for products. 

Tema Tank Farm Ltd. maintained its position as  
the largest private sector storage provider 
with a capacity of 192,000m  representing 30% 
of the total private storage capacity, followed 
by Blue Ocean who provided 26.7% of the 
private storage capacity.3
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Figure 29: National Product Storage Capacity 2017 
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The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.
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4.1.1 Pipeline Projects

The Woodfields and Quantum Terminals 
projects are expected to add a total of 
195,031m  storage capacity to the industry. 
The Quantum project which is expected to 
be commissioned in the third quarter of 
2018 is made up of 35,502m of AGO, 
33,557m  of PMS tankage and 32,800m  of 
LPG. Out of the Quantum LPG project, 
31,600m  is to be dedicated to power gener-
ation and 1,200m to domestic consump-
tion. Woodfields is made up of a 61,372m 
capacity for gasoline and a 63,400m  capaci-
ty for gasoil. The commissioning of the 
above tankage will increase the private 
sector’s total storage to 874,926m. 

4.2 Mooring & Jetty

The industry continued to operate with 
four main discharge/loading facilities: the 
All Buoy Berth (ABB), the Single Point 

Mooring (SPM), the Tema Oil Jetty and the 
Takoradi Oil Jetty. 

The All Buoy Berth with its 50,000mt dead-
weight capacity and offloading capacity of 
about 970mt per hour remained Ghana’s 
primary discharge access facility. The ABB 
which is linked by a network of pipelines to 
tank farms in the Tema/Kpone general area 
accounted for 88% of all imports in 2017. 
This represents a 6% increase in its 2016 
operating share of 83%. It operates with a 
draft of 12.2 meters.

The draft limits of the Takoradi Jetty 
(8.4meters) and the Tema Jetty (9.6 
meters) limits vessel options and are not 
viable alternatives to the ABB. The 24 meter 
draft Tema SPM with its 155,000mt dead 
weight capacity remained dedicated to 
crude discharge. 
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Outlook & 
Recommendations
5.1 Industry Risks Outlook

5.1.1 Forward Integration by IOTs

The BDC function was introduced in 2006 
partly as an intervention to enable local 
entrepreneurs build capacity to manage 
the international supply chain, finance 
and trade petroleum products in USD per 
metric ton from refineries all over the 
world to the depot racks onshore Ghana 
in pesewas per litre. To this end, licensing 
was solely granted to local entrepreneurs. 
Hitherto, the entire trading chain was fully 
managed by international traders with 
locals just as agents.

The BDC intervention successfully led to 
local entrepreneurs investing in infra-
structure and the development of skills of 
Ghanaians to progressively deliver this 
value proposition. The BDC function 
moved IOTs from onshore to the offshore 
trade with BDCs delivering products at 
similar premiums. In effect, the BDC func-
tion yielded higher economic, financial 
and social returns through increased job 
creation, local skill development and 
investment in infrastructure. Today, BDCs 
deliver products to the market at an aver-
age $66/mt, 41% lower than the NPA’s 
benchmark premium.

Prior to 1998, the oil marketing sector was 
fully controlled by foreign entities like 
Shell, Total BP, ELF, Agip etc. Indigenous 
entrepreneurs first entered the oil 
marketing space in 1998, with the advent 
of Allied Oil. Between then and 2004, 

other indigenous Oil Marketing Compa-
nies also joined the industry. Owing to the 
objective of fully deregulating the sector, 
it was clear that in the absence of a BDC 
function, International Oil Marketing 
Companies riding on the back of their 
integration with their parent companies 
will annihilate the local Oil Marketing 
Companies. This situation had major secu-
rity and socio-economic implications for 
the country.  As a result, the BDC function 
that required all Oil Marketing Companies 
to buy from the BDCs at the government 
determined price served as a major level-
ler to ensure the fair growth of all Oil 
Marketing Companies. As at date these 
OMCs have employed tens of thousands 
of Ghanaian youth and developed skills in 
the management of the sector. 

In recent times, various International Oil 
Trading companies have been embarking 
on efforts to integrate forward by procur-
ing Oil Trading Licences which will allow 
them to import finished products and sell 
to BDCs in-tank and in effect ex-rack. 
Coupled with internal hedging mecha-
nisms that may accrue to IOTs who are 
also investing in the upstream sector of 
Ghana, the aspirations intended for 
Ghana as a country through the BDC func-
tion will be affected and gains totally 
eroded. The BDCs will at this point, fail to 
localise the knowledge and control of the 
supply chain from ex-refinery anywhere in 
the world to ex-rack in Ghana. Local BDCs 
will in effect soon become totally irrele-
vant and defunct. What value will they be 
delivering when they buy ex-rack from 

The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.

31



suppliers and sell ex-rack to OMCs? What 
control and skill will they be localising?
The pioneers of the BDC industry evolved 
from being IOT agents, in-tank traders, 
ex-ship traders to tank farm owners. They 
are now expected to grow into ex-refin-
ery (International) traders with all supply 
chain and trading skills which can be 
applied to their Ghana trade and other 
markets in West Africa, all in natural fulfil-
ment of government’s quest to make 
Ghana a downstream hub. 

The first setback to the full realisation of 
the BDC function vision was the burden-
ing of BDCs with enormous government 
debt which eroded BDC capital and weak-
ened access to finance to grow the trade. 
This setback led to a reversal of gains such 
that BDCs could hardly trade ex-ship and 
had to revert to in-tank trades. With the 
BDC debt issues being resolved amidst 
efforts to rationalise the industry, the 
industry is progressively strengthening to 
realise the full effect of its value proposi-
tion. Nurturing the forward integration of 
IOTs will make it impossible to optimise 
the BDC role. 

Policy should rather be positioned to 
enable the BDC function transcend its 
current depot operations, credit manage-
ment and ex- ship trade to ex-refinery 
international trade.

5.1.2 Policy and Regulatory Inconsistency 

The consistency and predictability of 
policy and regulatory positions will 
remain critical in the attraction of invest-
ment to advance the course of the indus-
try. 

In 2016 the employment of indirect subsi-
dies through BOST for the benefit of Goil 
distorted the market and accrued signifi-
cant losses to the private sector in ways 
that may be irreparable in the case of 
some players. While we may admit that 
this was not replicated in 2017, govern-
ment is yet to provide clarity on the role 
of BOST. Increasingly there has been 
continuous interest expressed by BOST to 

join the BDC trade other than focusing on 
its core object of managing strategic 
stocks. The private sector is typically not 
worried about the idea of BOST trading 
but rather the fact that as a government 
entity heavily controlled by politics, it will 
not trade fairly. BOST with the support of 
indirect subsidies from government and 
the absence of personal accountability on 
the part of its management may wilfully 
operate at losses by offering below fair 
market prices and compel the private 
sector to accrue losses which in turn will 
erode private capital and threaten the 
financial sector. 
 
The CBOD maintains that government 
ought to have visibility in the BDC trade as 
part of its monitoring of the deregulation 
policy. It however believes that GoEnergy 
(majority-owned by government and 
GSE-listed parent company, Goil) is struc-
tured to operate commercially and profit-
ably and as such will give government 
that needed visibility. However, indica-
tions are that GoEnergy, the largest BDC, 
prefers to have BOST undertake the trad-
ing on its behalf. Its preference is 
informed by the fact that it will be insulat-
ed by irresponsible interventions (unfund-
ed subsidies, for example) by government 
to indirectly thrust losses on their trade.
  
5.1.3 Illegal Trade

The perpetuation of the illegal trade is 
increasingly assuming new heights with 
more sophistication. In recent times, intel-
ligence received indicates that the illegal 
trade which used to be partly exposed by 
the presence of unmarked petroleum 
products in various outlets is currently 
being replaced with marked cargo, 
making it difficult to identify. This situa-
tion as mentioned above and as discussed 
in section 1.4 will continue to rob govern-
ment of more tax revenue, distort market 
prices and erode the capital of legitimate 
businesses in the industry. Industry 
remains baffled by the depth of the inertia 
of government and the weak commit-
ment of key security agencies to support 
the regulator in fighting this menace.

The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.
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5.1.4 Trade Operations Risk

The BDC Risk Kite discussed in section 2.7 
continues to pose a major risk to industry. 
It is expected that the interventions being 
embarked upon by the industry in 
conjunction with the banks will help 
address the problem.

5.1.5 Mooring Facility
 
Ghana’s continuous dependence on the 
ABB/SPM for the discharge of about 88% 
of our imports poses a single point failure 
risk to the economy. Any major occur-
rence that may force a shutdown of the 
facility may yield major economic crisis in 
the form of shortages. The CBOD contin-
ues to facilitate the activities of Pexus 
Mooring (a consortium of BDCs) in its 
efforts to develop an alternate SPM 
offshore Tema.

5.2 Restructuring the Trade

The industry’s fundability remains low as a 
result of the BDC Risk Kite discussed in 
section 2.7. To address this risk, the BDC 
trade structure ought to be redesigned to 
minimise or eliminate liquidity leakages. 
The CREPT model, the Oil FX Model, the 
enforcement of the licensing regime and 
the payment of the legacy debts are 
expected to address these risks. 

5.2.1 CREPT
 
A review of industry data as at 2016 
indicated that over 60% of sales were in 
breach of prior agreed trade credit terms. 
BDC-OMC trade credit terms have evolved  
from 2 days to 7, 14, 30 and 60 days. Most 
remain in breach for over 45 days. In some 
cases, trade credits have been overaged 
by as much as 730 days. The BDC trade 
credit exposure is estimated at 
GHS800mn in 2017. This exposure is 
mainly unsecured and, in many cases, 
doubtful. This erodes BDC capital and 
threatens their commercial sustainability.
 

For an industry that trades about a billion 
Ghana Cedis per month, a 30-day breach 
yields a loss of about GHS20mn to the 
industry per month (in terms of real cost 
or lost treasury returns). This situation 
presents a major commercial viability risk 
to the industry and a liquidity loss chal-
lenge to the banking sector. 

The current credit bureau regime effec-
tively provides information on crystallised 
bank debts but not contingent liabilities. 
BDCs are therefore capable of procuring 
LC financing from various banks without 
banks having knowledge of the BDCs 
total contingent liability. As a result, BDCs 
are able to “teem and lade” to cover 
occurrences of liquidity losses without 
creditor (banks and open account suppi-
ers) visibility. This expose creditors to 
major impairment loss arising from the 
full crystallisation of a BDC’s inability to 
honour its obligations after subsequent 
periods of liquidity losses. This phenome-
non encourages irresponsible behaviour 
in the industry and leads to the erosion of 
funding confidence. This situation is 
unsustainable for the industry and the 
economy.

The CREPT model is a trade credit moni-
toring and rating platform to provide 
banks, suppliers, BDCs and OMCs with 
trade credit visibility. The platform will be 
governed by new industry-wide trade 
credit protocols and is expected to be 
owned and administered by an SPV set up 
by the Ghana Association of Bankers and 
the CBOD. Dun and Bradstreet are the 
nominated operators of CREPT.

5.2.2 Oil FX Market

Prior to the price deregulation era, the 
BDCs in their transactions with banks 
were contractually responsible for the 
supply of forex (FX) to cover their trades. 
The BDCs in turn had their FX supply and 
pricing risk ‘underwritten’ by government 
through the Central Bank. BDCs therefore 
had no responsibility for setting FX prices 
for their sales. BDCs were focused on the 
managment of trading and credit risk. 

The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.
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Government on the other hand, was 
responsible for paying losses arising from 
its own forex mispricing. Between 2011 
and 2015, the FX loss incurred by GoG was 
USD850mn.

Under the current deregulation structure, 
government no longer underwrites the FX 
pricing and supply risks. This implies that 
BDCs price their FX for their own trades 
and as a result, any form of loss arising 
from mispricing is borne by them. Events 
of mispricing reduce the adequacy of cedi 
inflows from a given transaction to meet 
the related USD obligations underwritten 
by an LC issuing bank or suppliers. This 
poses a major liquidity risk to transactions 
funded by the banking sector or suppliers.

The proposed solution is to develop an Oil 
FX Platform dedicated to the downstream 
sector to trade both spot and forwards. 
The platform will be owned and adminis-
tered by an SPV owned by the Ghana 
Association of Bankers and the CBOD. The 
OFM is expected to serve as the sole 
medium for FX supply to BDCs & OTCs. 
This will increase the flow of FX into the 
industry and ensure efficient FX pricing to 
reduce the occurrence of FX losses. It will 
also increase financier visibility in the BDC 
trade. This helps reduce information 
asymmetry and prevent teeming and 
lading.
 
The platform is expected to be powered 
by Thomson Reuters’ FXall. 

5.3 BOST: A Way Forward

5.3.1 Background

BOST was set up in 1993 as a major 
response to frequent strike threats by 
staff of the country’s only refinery and 
supplier of fuel, Tema Oil Refinery. It was 
purposed to hold strategic stocks on 

behalf of the Government of Ghana to 
temporarily mitigate fuel shortages and 
insecurities in the event of strikes or refin-
ery challenges.

As a policy, it aimed at holding about six 
weeks of fuel stocks. At the commence-
ment of BOST’s Strategic Stock 
Programmes (SSP), under the J.A. 
Kufour-led government, the structure 
was designed to have stocks refreshed 
every three months. Refreshing was 
important to ensure products maintained 
their physical properties for the market 
when required. Products were refreshed 
every 3 months by trading refresh-due 
stocks through TOR or BDCs at GoG set 
ex-refinery prices and procuring replen-
ishment stocks.

Proceeds from the refresh-sale were used 
to fund replenishment stocks. When set 
ex-ref prices are lower than the procure-
ment price, losses occur and are funded 
by the GoG through the strategic stocks 
levy. In most cases, there were losses. It 
must be noted that while it was possible 
to refresh stocks through swapping TOR 
production with refresh-due stocks, to 
ensure the absence of losses, this was not 
encouraged.

The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.
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The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.
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The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.
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The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.
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5.3.5 Role of BOST

The primary essence of BOST has been to 
provide management for the country’s 
strategic stocks. In pursuit of this, it has 
engaged in storing, transporting and trad-
ing petroleum products. Its investments 
have provided the infrastructural back-
bone for the country’s downstream sector. 
This has positioned BOST as an important 
player in the industry and will be critical in 
shaping its sustainable future.

The losses BOST incurs has mainly been 
from the following:

1. Trading activities (be it directly or under 
the guise of stock refreshment)

2. Product losses from the poor manage-
ment of its storage and bulk transporta-
tion activities.

To insulate government from the recur-
rence of these losses, the role of BOST will 
have to be well structured. 

5.3.5.1 Addressing trading losses

To avoid trading losses, BOST may have to 
be barred from trading. As indicated in 
point 5.3.4, security stocks do not need to 
be traded, rather BOST may adopt one of 
the following or a combination of both:

1. Direct PSP trading stock into the BOST 
system through efficient zonalisation and 
continuous product comingling. This natu-
rally refreshes security stocks at no trading 
risk or cost to the country.

2. Swap refinery output or PSP imports 
with refreshed-due stocks (if security 
stocks are not comingled). 

5.3.5.2 Addressing product losses

There have been 3 main sources of product 
losses:
1.  Poor depot management;
2. BRV under deliveries;
3. Pipeline siphoning/leakages.

5.3.5.2.1 Poor depot management

• This may be addressed by investing in 
competent depot management and 
efficient systems coupled with stringent 
accountability and operating policies on 
the part of management. This will require 
frequent stock and operational audits 
(external) at very short intervals to arrest 
any source of loss and inefficient manage-
ment. Managers may have to be held 
personally liable for such losses. 

• Alternatively, the management of the 
depots may be outsourced to private 
contract managers with an added respon-
sibility to underwrite any depot related 
product losses.

5.3.5.2.2 BRV under deliveries

BRV under deliveries during inter depot 
transfers managed by BOST are chargea-
ble to the accounts of transporters. How-
ever, the charges levelled against the 
transporters are sometimes inadequate 
for BOST to replenish the lost stock. Even 
when they are adequate, there is no clear 
mechanism for replacing the stock. As a 
result, the charges are accrued to the 
books of BOST and the lost products are 
not necessarily replenished.

To address this, charges billable against 
transporters must be tied to ex-ref prices 

5.6.1 Our Recommendation
The pricing structure in a price deregulated 
market like Ghana limits government’s 
options in insulating the market from 
major price swings. Government, not being 
the buyer of products, may be unable to 
hedge against actual deliveries. It must 
therefore seek to hedge against cash 
settlements. 

Government must identify its political and 
economic crude price threshold (CPT). The 
CPT will be the crude price at which 
government considers it necessary to 
directly intervene or support ex-pump 
prices. The CPT then becomes the strike 
price in a given hedge programme. The 
hedge programme should be designed to 
cover significant portions of the country’s 
consumption. The income generated from 
the hedge should be used to reduce the 
petroleum tax burden on consumers 
through the ex-pump price build-up. In 
effect, when crude prices rise beyond the 
CPT and government rakes in hedge 
income, taxes in the pump prices will be 
reduced to the extent of the hedge 
income. In a situation as this, the crude 
price increase is expected to increase the 
ex-refinery prices. But with the reduction 
of taxes the pump prices will be expected 
to remain significantly the same, ceteris 
paribus.   

Of the derivative choices that may be avail-
able to government in this structure, we 
recommend the choice of an Option which 
should be funded using proceeds accrued 
from the Price Stabilisation and Recovery 

Levy (PSRL). The rollout of this proposal 
may require legal amendments to the ESLA 
for increased flexibility on the part of the 
Minister of Finance to vary taxes as and 
when crude prices exceed the CPT.

 5.7 Conclusion

The progress made over the resolution of 
the BDC debt and the NPA’s expressed 
commitment to fully rationalise the licens-
ing regime presents the industry with a 
basis for total reforms in 2018. The indus-
try’s ability to tighten all avenues of liquidi-
ty leakages as discussed in the BDCs’ Risk 
Kite, will define the effort to position the 
industry for sustainable growth.
 
 It will be erroneous for industry players to 
think that the anti- private sector stance of 
government in 2016 may not recur. 

Despite the current government’s manifes-
to promise to ensure BOST reverts to its 
primary object of managing and maintain-
ing strategic stocks, there has been contin-
uous schemes and manoeuvrings by 
government officials and other traders to 
revert to the 2016 policy position of having 
BOST actively participate in trading despite 
the losses it accrued and despite govern-
ment’s existing presence in the industry 
through GoEnergy. The motivation for the 
manoeuvrings cannot be far from what is 
known by industry as a whole. Where there 
is profiteering in chaos, there will always 
be an incentive to nurture chaos. 

The above and other key risks discussed 
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Tema Oil Refinery possess sulphur content 
of about 0.35% and in rare cases a maxi-
mum of 0.5%. This places local refineries 
perfectly within the MARPOL 2020 require-
ments. The local refineries led by the Tema 
Oil Refinery may just be well placed to be a 
major supplier of Low Sulphur Fuel Oil for 
the marine market. As LSFO prices increase 
and the differentials with middle distillates 
reduces, the refineries may be best placed 
to optimise their returns. 

It is therefore important that further analy-
sis of our situation is undertaken to ensure 
that policies and decisions are well placed 
to enable our local refineries profit and 
optimise their operations from this oppor-
tunity. We highly recommend the setting 
up of an inter sectorial committee made up 
of representatives from the marine sector, 
the Ghana Standards Authority, the Ghana 
Ports and Habours Authority, the Navy and 
the petroleum industry to analyse neces-
sary policy interventions to enable Ghana 
position herself to optimise the benefits 
and opportunities from MARPOL 2020.

5.5 Ghana  Petroleum Hub - A Review

The first phase of the petroleum hub is 
aimed at creating a redistribution hub for 
active trading activities and is expected to 
involve the construction of an initial 
storage infrastructure of 1,000,000m 
capacity and port facilities with multiple 
berths. This facility will present traders 
with opportunities to effectively blend 
products onshore and optimise varied 
product specifications and supply options. 
Products redistribution for the region as at 
today is mainly done offshore Lome (the 
capital of Togo) riding on the back of low 
port charges, committed security and com-
petitive freight charges.  Very large crude 
carriers (VLCCs) and other long-range 
vessels lighter their vessels by ship-to-ship 
(STS) with smaller vessels. 

The success of Phase One of the Petroleum 
Hub may be significantly dependent on the 
extent of the cost competitiveness it may 
have over the existing Lome structure. This 
value proposition may have to be tested 

and perfected using existing facilities in 
the Tema area. The Tema area currently 
houses 91% of Ghana’s refined product 
storage. With Ghana’s tank-turns highly 
inefficient at 0.17 per month, an effective 
test run of the Petroleum Hub Phase One 
concept using the Tema facilities will 
enable Ghana  maximise the utilisation of 
these economic assets and drive confi-
dence in the development of the 
full-blown project. This test run may have 
to be viewed more as the Hub-trigger than 
a test run. The investment cost for the 
rollout of a Tema Hub- trigger run will be 
significantly lower as it will run partly on 
existing underutilised infrastructure. This 
will make it easier for the injection of capi-
tal into the industry.

5.6 Crude Oil and Pump Prices

An analysis of Ghana’s January 2017 to 
March 2018 pump prices indicates that at a 
1% level of significance, a dollar increase in 
the price per barrel of Brent crude will 
result in a three (3) pesewas per litre 
increase in the pump prices of the coun-
try’s most consumed products, gasoline 
and gasoil . This level of sensitivity height-
ens the implications of crude price increase 
on the Ghanaian market. Brent Crude 
prices started 2018 Q1 at $66/bbl and 
ended the quarter at $69.02/bbl, indicating 
a 3.5% increase in price. It also ended 2018 
Q1 at a level 32% higher than it ended 2017 
Q1. 

The rally experienced in the crude market 
and the increased compliance to OPEC’s 
production cut interventions have inspired 
upward changes in the projections of 
major forecasters like Reuters, Bloomberg, 
Goldman Sachs and other Wall Street 
majors. Most projections have suggested a 
peak between $75/bbl and $85/bbl while 
others have projected a possible return to 
$100/bbl. It is, therefore, imperative that 
government adopts smart risk mitigating 
solutions that will help stabilise prices on 
the market and mitigate potential abrupt 
macroeconomic shocks.

b.   Promote the zonalisation policy to facil-
itate natural refreshing.

c. Promote product swapping for 
non-comingled refresh-due stocks.

d.  Monitor and enforce Minimum Operat-
ing Stock policies for industry in conjunc-
tion with the NPA.

b.  Focus BOST on providing the infrastruc-
ture backbone for the industry.

a.  Drive investments in marine tankers and 
rail network in conjunction with the private 
sector.

b. Efficiently operate depots to facilitate 
effective redistribution.

c. Withhold considerations for additional 
storage investments.

d. Favourably consider recommendations 
under 5.3.5.2 in the management of prod-
uct losses.

5.3.8.2 Strategic Stocks Management

A combination of government investing in 
strategic stocks and the use of regulations 
to require petroleum service providers 
(BDCs and refineries) to hold a minimum 
stock level is recommended. This is 
explained in Option 3 above. 

Maintain GoG trading and pricing visibility 
in the downstream sector through GoEner-
gy and Goil if they remain directly or 
indirectly listed on the GSE with other 
non-government shareholders. This 
ensures increased responsibility and 
accountability.

5.4 MARPOL 2020

In October 2016 the International Maritime 
Organisation’s (IMO) Marine Environment 
Protection Committee (MEPC) decided 
that the sulphur content in Marine Fuel Oil 
be reduced from 3.5% to 0.5% i.e. 5000ppm 
effective 1 January 2020. This decision has 

become what is popularly referred to as 
the MARPOL (Marine Pollution) 2020. The 
International Energy Agency (IEA) posits in 
its 2017 midterm oil outlook report that: 
“Lowering the bunker fuel emissions cap 
from 3.5% to 0.5% is easily the most dramat-
ic change in fuel specifications in any oil 
product market on such a large scale” 

MARPOL 2020 will render High Sulphur 
Fuel Oil (HSFO) technically illegal to use on 
marine vessels unless such vessels have 
scrubbers installed in them .  In the short 
term most vessels are not expected to 
make the necessary investment in scrub-
bers.

This situation is expected to have a nega-
tive impact on the demand and price of 
high sulphur fuel oil (HSFO) and high 
sulphur crude, typically heavy crude. The 
impact of this situation on prices of many 
distillates remains unclear but for certain 
there shall be an impact. Producers of 
heavy crude may ramp-up investment in 
hydro and fuel crackers to yield more high 
value middle distillates to optimise returns. 
The demand and price for HSFO may 
realise a resurgence if the price differential 
between LSFO and HSFO reaches a thresh-
old which justifies more investment by 
vessel owners in scrubbers.

On the other hand, the positive differential 
between heavy crude oil and light crude oil 
is expected to increase with an increase in 
demand and price for low sulphur fuel oil. 
Marine gasoil may prove to be a viable 
alternative to LSFO, thereby increasing 
marine gasoil demand which may impact 
the general price of gasoil.

5.4.1 Implications for Ghana

Ghana’s production of sweet light crude is 
expected to augur well for the economy 
when MARPOL 2020 commences. 
MARPOL 2020 will drive the strengthening 
of sweet crude differentials which will 
imply a comparative increase in Ghana’s 
petroleum receipts.  The Ghanaian refiner-
ies are designed primarily to process light 
crude. Standard fuel oil quality from the 

plus all taxes, levies and margins. The 
assumed ex-ref price must be based on the 
indicative prices advised by BDCs. A given 
BDC with stock in the BOST system shall be 
compensated with the value of the ex-ref 
price in consideration for the product loss 
incurred. This may be done on a pro rata 
basis for all users of the BOST system. In so 
doing, the charges levelled against trans-
porters will directly be used to compen-
sate BDCs with no replenishment responsi-
bility on the part of BOST, hence no prod-
uct losses will be incurred. The taxes, levies 
and margins may be paid to their respec-
tive collecting agencies except for the 
marketers’ and dealers’ margins which 
may be retained by BOST. In addition, the 
transporter may be penalised through an 
additional fine.

5.3.5.2.3 Pipeline siphoning/ leakages:

There should be no attempt to use the 
challenged pipelines for inter depot trans-
fers until such a time when technology and 
management mechanisms are competent 
enough to prevent further losses.

5.3.6 Government trading

There is a need for government to have 
visibility in the trading and pricing of petro-
leum products. The absence of BOST as a 
trader in the industry will not in any way 
deprive government of this policy view. 
Government can maintain visibility in the 
trade through GoEnergy and Goil, in which 
it maintains majority shareholding. GoEn-
ergy necessarily ought to operate profita-
bly and efficiently. Its operations are there-
fore unlikely to lead to direct financial 
losses to government. 

5.3.7 Infrastructure

5.3.7.1 Storage

The national storage capacity is 1.355mn m 
(product only). At an annual consumption 
of about 4.2bn ltrs, the country has storage 
coverage of  about 4 months stock and a 
maximum storage utilisation outturn of 3 
times a year or 0.26 per month. This is 
lower than the globally accepted efficient 

minimum tank-turn of 1 per month or 12  
per year. This is inefficient and an indica-
tion of an economy that is grossly 
over-tanked if focused on the local market.

BOST’s share of products storage capacity 
is 30.5%. On the back of this data, it is 
evident that investment in storage is less 
optimal or grossly inefficient. It may there-
fore be less prudent to promote the idea of 
BOST further investing in storage facilities. 

While private capital has significantly 
augmented landed storage capacity, float-
ing storage capacity has remained non-ex-
istent. The country fully depends on 
foreign fleets to provide marine haulage 
and floating storage to meet its needs. This 
somewhat poses a security risk for the 
country in the event of a major crisis. It 
may therefore be worth considering for 
BOST to invest in marine fleet and floating 
storage to meet the country’s needs.
 
5.3.7.2 In-land transportation

BOST remains the appropriate govern-
ment agency to develop the country’s 
downstream pipeline and rail network for 
the efficient movement of petroleum prod-
ucts. By virtue of the investment and the 
access limitations (e.g. right of way), these 
facilities are ideally industry’s common 
infrastructure which may be spearheaded 
by BOST in conjunction with the private 
sector. The development of a petroleum 
rail network is more crucial considering its 
multipurpose use and economic impact.
 
5.3.8 Recommendations

Recommendations on the way forward for 
BOST have been mentioned in the various 
sub-sections. It is hereby highlighted 
below.

5.3.8.1 Operating Activities

a. Reposition BOST to focus on the man-
agement of strategic stock and not trad-
ing.
a. Bar it from trading products or refresh-
ing products through reselling to avoid 
losses.



The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.

5.3.5 Role of BOST

The primary essence of BOST has been to 
provide management for the country’s 
strategic stocks. In pursuit of this, it has 
engaged in storing, transporting and trad-
ing petroleum products. Its investments 
have provided the infrastructural back-
bone for the country’s downstream sector. 
This has positioned BOST as an important 
player in the industry and will be critical in 
shaping its sustainable future.

The losses BOST incurs has mainly been 
from the following:

1. Trading activities (be it directly or under 
the guise of stock refreshment)

2. Product losses from the poor manage-
ment of its storage and bulk transporta-
tion activities.

To insulate government from the recur-
rence of these losses, the role of BOST will 
have to be well structured. 

5.3.5.1 Addressing trading losses

To avoid trading losses, BOST may have to 
be barred from trading. As indicated in 
point 5.3.4, security stocks do not need to 
be traded, rather BOST may adopt one of 
the following or a combination of both:

1. Direct PSP trading stock into the BOST 
system through efficient zonalisation and 
continuous product comingling. This natu-
rally refreshes security stocks at no trading 
risk or cost to the country.

2. Swap refinery output or PSP imports 
with refreshed-due stocks (if security 
stocks are not comingled). 

5.3.5.2 Addressing product losses

There have been 3 main sources of product 
losses:
1.  Poor depot management;
2. BRV under deliveries;
3. Pipeline siphoning/leakages.

5.3.5.2.1 Poor depot management

• This may be addressed by investing in 
competent depot management and 
efficient systems coupled with stringent 
accountability and operating policies on 
the part of management. This will require 
frequent stock and operational audits 
(external) at very short intervals to arrest 
any source of loss and inefficient manage-
ment. Managers may have to be held 
personally liable for such losses. 

• Alternatively, the management of the 
depots may be outsourced to private 
contract managers with an added respon-
sibility to underwrite any depot related 
product losses.

5.3.5.2.2 BRV under deliveries

BRV under deliveries during inter depot 
transfers managed by BOST are chargea-
ble to the accounts of transporters. How-
ever, the charges levelled against the 
transporters are sometimes inadequate 
for BOST to replenish the lost stock. Even 
when they are adequate, there is no clear 
mechanism for replacing the stock. As a 
result, the charges are accrued to the 
books of BOST and the lost products are 
not necessarily replenished.

To address this, charges billable against 
transporters must be tied to ex-ref prices 

5.6.1 Our Recommendation
The pricing structure in a price deregulated 
market like Ghana limits government’s 
options in insulating the market from 
major price swings. Government, not being 
the buyer of products, may be unable to 
hedge against actual deliveries. It must 
therefore seek to hedge against cash 
settlements. 

Government must identify its political and 
economic crude price threshold (CPT). The 
CPT will be the crude price at which 
government considers it necessary to 
directly intervene or support ex-pump 
prices. The CPT then becomes the strike 
price in a given hedge programme. The 
hedge programme should be designed to 
cover significant portions of the country’s 
consumption. The income generated from 
the hedge should be used to reduce the 
petroleum tax burden on consumers 
through the ex-pump price build-up. In 
effect, when crude prices rise beyond the 
CPT and government rakes in hedge 
income, taxes in the pump prices will be 
reduced to the extent of the hedge 
income. In a situation as this, the crude 
price increase is expected to increase the 
ex-refinery prices. But with the reduction 
of taxes the pump prices will be expected 
to remain significantly the same, ceteris 
paribus.   

Of the derivative choices that may be avail-
able to government in this structure, we 
recommend the choice of an Option which 
should be funded using proceeds accrued 
from the Price Stabilisation and Recovery 

Levy (PSRL). The rollout of this proposal 
may require legal amendments to the ESLA 
for increased flexibility on the part of the 
Minister of Finance to vary taxes as and 
when crude prices exceed the CPT.

 5.7 Conclusion

The progress made over the resolution of 
the BDC debt and the NPA’s expressed 
commitment to fully rationalise the licens-
ing regime presents the industry with a 
basis for total reforms in 2018. The indus-
try’s ability to tighten all avenues of liquidi-
ty leakages as discussed in the BDCs’ Risk 
Kite, will define the effort to position the 
industry for sustainable growth.
 
 It will be erroneous for industry players to 
think that the anti- private sector stance of 
government in 2016 may not recur. 

Despite the current government’s manifes-
to promise to ensure BOST reverts to its 
primary object of managing and maintain-
ing strategic stocks, there has been contin-
uous schemes and manoeuvrings by 
government officials and other traders to 
revert to the 2016 policy position of having 
BOST actively participate in trading despite 
the losses it accrued and despite govern-
ment’s existing presence in the industry 
through GoEnergy. The motivation for the 
manoeuvrings cannot be far from what is 
known by industry as a whole. Where there 
is profiteering in chaos, there will always 
be an incentive to nurture chaos. 

The above and other key risks discussed 
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Tema Oil Refinery possess sulphur content 
of about 0.35% and in rare cases a maxi-
mum of 0.5%. This places local refineries 
perfectly within the MARPOL 2020 require-
ments. The local refineries led by the Tema 
Oil Refinery may just be well placed to be a 
major supplier of Low Sulphur Fuel Oil for 
the marine market. As LSFO prices increase 
and the differentials with middle distillates 
reduces, the refineries may be best placed 
to optimise their returns. 

It is therefore important that further analy-
sis of our situation is undertaken to ensure 
that policies and decisions are well placed 
to enable our local refineries profit and 
optimise their operations from this oppor-
tunity. We highly recommend the setting 
up of an inter sectorial committee made up 
of representatives from the marine sector, 
the Ghana Standards Authority, the Ghana 
Ports and Habours Authority, the Navy and 
the petroleum industry to analyse neces-
sary policy interventions to enable Ghana 
position herself to optimise the benefits 
and opportunities from MARPOL 2020.

5.5 Ghana  Petroleum Hub - A Review

The first phase of the petroleum hub is 
aimed at creating a redistribution hub for 
active trading activities and is expected to 
involve the construction of an initial 
storage infrastructure of 1,000,000m 
capacity and port facilities with multiple 
berths. This facility will present traders 
with opportunities to effectively blend 
products onshore and optimise varied 
product specifications and supply options. 
Products redistribution for the region as at 
today is mainly done offshore Lome (the 
capital of Togo) riding on the back of low 
port charges, committed security and com-
petitive freight charges.  Very large crude 
carriers (VLCCs) and other long-range 
vessels lighter their vessels by ship-to-ship 
(STS) with smaller vessels. 

The success of Phase One of the Petroleum 
Hub may be significantly dependent on the 
extent of the cost competitiveness it may 
have over the existing Lome structure. This 
value proposition may have to be tested 

and perfected using existing facilities in 
the Tema area. The Tema area currently 
houses 91% of Ghana’s refined product 
storage. With Ghana’s tank-turns highly 
inefficient at 0.17 per month, an effective 
test run of the Petroleum Hub Phase One 
concept using the Tema facilities will 
enable Ghana  maximise the utilisation of 
these economic assets and drive confi-
dence in the development of the 
full-blown project. This test run may have 
to be viewed more as the Hub-trigger than 
a test run. The investment cost for the 
rollout of a Tema Hub- trigger run will be 
significantly lower as it will run partly on 
existing underutilised infrastructure. This 
will make it easier for the injection of capi-
tal into the industry.

5.6 Crude Oil and Pump Prices

An analysis of Ghana’s January 2017 to 
March 2018 pump prices indicates that at a 
1% level of significance, a dollar increase in 
the price per barrel of Brent crude will 
result in a three (3) pesewas per litre 
increase in the pump prices of the coun-
try’s most consumed products, gasoline 
and gasoil . This level of sensitivity height-
ens the implications of crude price increase 
on the Ghanaian market. Brent Crude 
prices started 2018 Q1 at $66/bbl and 
ended the quarter at $69.02/bbl, indicating 
a 3.5% increase in price. It also ended 2018 
Q1 at a level 32% higher than it ended 2017 
Q1. 

The rally experienced in the crude market 
and the increased compliance to OPEC’s 
production cut interventions have inspired 
upward changes in the projections of 
major forecasters like Reuters, Bloomberg, 
Goldman Sachs and other Wall Street 
majors. Most projections have suggested a 
peak between $75/bbl and $85/bbl while 
others have projected a possible return to 
$100/bbl. It is, therefore, imperative that 
government adopts smart risk mitigating 
solutions that will help stabilise prices on 
the market and mitigate potential abrupt 
macroeconomic shocks.

b.   Promote the zonalisation policy to facil-
itate natural refreshing.

c. Promote product swapping for 
non-comingled refresh-due stocks.

d.  Monitor and enforce Minimum Operat-
ing Stock policies for industry in conjunc-
tion with the NPA.

b.  Focus BOST on providing the infrastruc-
ture backbone for the industry.

a.  Drive investments in marine tankers and 
rail network in conjunction with the private 
sector.

b. Efficiently operate depots to facilitate 
effective redistribution.

c. Withhold considerations for additional 
storage investments.

d. Favourably consider recommendations 
under 5.3.5.2 in the management of prod-
uct losses.

5.3.8.2 Strategic Stocks Management

A combination of government investing in 
strategic stocks and the use of regulations 
to require petroleum service providers 
(BDCs and refineries) to hold a minimum 
stock level is recommended. This is 
explained in Option 3 above. 

Maintain GoG trading and pricing visibility 
in the downstream sector through GoEner-
gy and Goil if they remain directly or 
indirectly listed on the GSE with other 
non-government shareholders. This 
ensures increased responsibility and 
accountability.

5.4 MARPOL 2020

In October 2016 the International Maritime 
Organisation’s (IMO) Marine Environment 
Protection Committee (MEPC) decided 
that the sulphur content in Marine Fuel Oil 
be reduced from 3.5% to 0.5% i.e. 5000ppm 
effective 1 January 2020. This decision has 

become what is popularly referred to as 
the MARPOL (Marine Pollution) 2020. The 
International Energy Agency (IEA) posits in 
its 2017 midterm oil outlook report that: 
“Lowering the bunker fuel emissions cap 
from 3.5% to 0.5% is easily the most dramat-
ic change in fuel specifications in any oil 
product market on such a large scale” 

MARPOL 2020 will render High Sulphur 
Fuel Oil (HSFO) technically illegal to use on 
marine vessels unless such vessels have 
scrubbers installed in them .  In the short 
term most vessels are not expected to 
make the necessary investment in scrub-
bers.

This situation is expected to have a nega-
tive impact on the demand and price of 
high sulphur fuel oil (HSFO) and high 
sulphur crude, typically heavy crude. The 
impact of this situation on prices of many 
distillates remains unclear but for certain 
there shall be an impact. Producers of 
heavy crude may ramp-up investment in 
hydro and fuel crackers to yield more high 
value middle distillates to optimise returns. 
The demand and price for HSFO may 
realise a resurgence if the price differential 
between LSFO and HSFO reaches a thresh-
old which justifies more investment by 
vessel owners in scrubbers.

On the other hand, the positive differential 
between heavy crude oil and light crude oil 
is expected to increase with an increase in 
demand and price for low sulphur fuel oil. 
Marine gasoil may prove to be a viable 
alternative to LSFO, thereby increasing 
marine gasoil demand which may impact 
the general price of gasoil.

5.4.1 Implications for Ghana

Ghana’s production of sweet light crude is 
expected to augur well for the economy 
when MARPOL 2020 commences. 
MARPOL 2020 will drive the strengthening 
of sweet crude differentials which will 
imply a comparative increase in Ghana’s 
petroleum receipts.  The Ghanaian refiner-
ies are designed primarily to process light 
crude. Standard fuel oil quality from the 

plus all taxes, levies and margins. The 
assumed ex-ref price must be based on the 
indicative prices advised by BDCs. A given 
BDC with stock in the BOST system shall be 
compensated with the value of the ex-ref 
price in consideration for the product loss 
incurred. This may be done on a pro rata 
basis for all users of the BOST system. In so 
doing, the charges levelled against trans-
porters will directly be used to compen-
sate BDCs with no replenishment responsi-
bility on the part of BOST, hence no prod-
uct losses will be incurred. The taxes, levies 
and margins may be paid to their respec-
tive collecting agencies except for the 
marketers’ and dealers’ margins which 
may be retained by BOST. In addition, the 
transporter may be penalised through an 
additional fine.

5.3.5.2.3 Pipeline siphoning/ leakages:

There should be no attempt to use the 
challenged pipelines for inter depot trans-
fers until such a time when technology and 
management mechanisms are competent 
enough to prevent further losses.

5.3.6 Government trading

There is a need for government to have 
visibility in the trading and pricing of petro-
leum products. The absence of BOST as a 
trader in the industry will not in any way 
deprive government of this policy view. 
Government can maintain visibility in the 
trade through GoEnergy and Goil, in which 
it maintains majority shareholding. GoEn-
ergy necessarily ought to operate profita-
bly and efficiently. Its operations are there-
fore unlikely to lead to direct financial 
losses to government. 

5.3.7 Infrastructure

5.3.7.1 Storage

The national storage capacity is 1.355mn m 
(product only). At an annual consumption 
of about 4.2bn ltrs, the country has storage 
coverage of  about 4 months stock and a 
maximum storage utilisation outturn of 3 
times a year or 0.26 per month. This is 
lower than the globally accepted efficient 

minimum tank-turn of 1 per month or 12  
per year. This is inefficient and an indica-
tion of an economy that is grossly 
over-tanked if focused on the local market.

BOST’s share of products storage capacity 
is 30.5%. On the back of this data, it is 
evident that investment in storage is less 
optimal or grossly inefficient. It may there-
fore be less prudent to promote the idea of 
BOST further investing in storage facilities. 

While private capital has significantly 
augmented landed storage capacity, float-
ing storage capacity has remained non-ex-
istent. The country fully depends on 
foreign fleets to provide marine haulage 
and floating storage to meet its needs. This 
somewhat poses a security risk for the 
country in the event of a major crisis. It 
may therefore be worth considering for 
BOST to invest in marine fleet and floating 
storage to meet the country’s needs.
 
5.3.7.2 In-land transportation

BOST remains the appropriate govern-
ment agency to develop the country’s 
downstream pipeline and rail network for 
the efficient movement of petroleum prod-
ucts. By virtue of the investment and the 
access limitations (e.g. right of way), these 
facilities are ideally industry’s common 
infrastructure which may be spearheaded 
by BOST in conjunction with the private 
sector. The development of a petroleum 
rail network is more crucial considering its 
multipurpose use and economic impact.
 
5.3.8 Recommendations

Recommendations on the way forward for 
BOST have been mentioned in the various 
sub-sections. It is hereby highlighted 
below.

5.3.8.1 Operating Activities

a. Reposition BOST to focus on the man-
agement of strategic stock and not trad-
ing.
a. Bar it from trading products or refresh-
ing products through reselling to avoid 
losses.

3



The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.

5.3.5 Role of BOST

The primary essence of BOST has been to 
provide management for the country’s 
strategic stocks. In pursuit of this, it has 
engaged in storing, transporting and trad-
ing petroleum products. Its investments 
have provided the infrastructural back-
bone for the country’s downstream sector. 
This has positioned BOST as an important 
player in the industry and will be critical in 
shaping its sustainable future.

The losses BOST incurs has mainly been 
from the following:

1. Trading activities (be it directly or under 
the guise of stock refreshment)

2. Product losses from the poor manage-
ment of its storage and bulk transporta-
tion activities.

To insulate government from the recur-
rence of these losses, the role of BOST will 
have to be well structured. 

5.3.5.1 Addressing trading losses

To avoid trading losses, BOST may have to 
be barred from trading. As indicated in 
point 5.3.4, security stocks do not need to 
be traded, rather BOST may adopt one of 
the following or a combination of both:

1. Direct PSP trading stock into the BOST 
system through efficient zonalisation and 
continuous product comingling. This natu-
rally refreshes security stocks at no trading 
risk or cost to the country.

2. Swap refinery output or PSP imports 
with refreshed-due stocks (if security 
stocks are not comingled). 

5.3.5.2 Addressing product losses

There have been 3 main sources of product 
losses:
1.  Poor depot management;
2. BRV under deliveries;
3. Pipeline siphoning/leakages.

5.3.5.2.1 Poor depot management

• This may be addressed by investing in 
competent depot management and 
efficient systems coupled with stringent 
accountability and operating policies on 
the part of management. This will require 
frequent stock and operational audits 
(external) at very short intervals to arrest 
any source of loss and inefficient manage-
ment. Managers may have to be held 
personally liable for such losses. 

• Alternatively, the management of the 
depots may be outsourced to private 
contract managers with an added respon-
sibility to underwrite any depot related 
product losses.

5.3.5.2.2 BRV under deliveries

BRV under deliveries during inter depot 
transfers managed by BOST are chargea-
ble to the accounts of transporters. How-
ever, the charges levelled against the 
transporters are sometimes inadequate 
for BOST to replenish the lost stock. Even 
when they are adequate, there is no clear 
mechanism for replacing the stock. As a 
result, the charges are accrued to the 
books of BOST and the lost products are 
not necessarily replenished.

To address this, charges billable against 
transporters must be tied to ex-ref prices 

5.6.1 Our Recommendation
The pricing structure in a price deregulated 
market like Ghana limits government’s 
options in insulating the market from 
major price swings. Government, not being 
the buyer of products, may be unable to 
hedge against actual deliveries. It must 
therefore seek to hedge against cash 
settlements. 

Government must identify its political and 
economic crude price threshold (CPT). The 
CPT will be the crude price at which 
government considers it necessary to 
directly intervene or support ex-pump 
prices. The CPT then becomes the strike 
price in a given hedge programme. The 
hedge programme should be designed to 
cover significant portions of the country’s 
consumption. The income generated from 
the hedge should be used to reduce the 
petroleum tax burden on consumers 
through the ex-pump price build-up. In 
effect, when crude prices rise beyond the 
CPT and government rakes in hedge 
income, taxes in the pump prices will be 
reduced to the extent of the hedge 
income. In a situation as this, the crude 
price increase is expected to increase the 
ex-refinery prices. But with the reduction 
of taxes the pump prices will be expected 
to remain significantly the same, ceteris 
paribus.   

Of the derivative choices that may be avail-
able to government in this structure, we 
recommend the choice of an Option which 
should be funded using proceeds accrued 
from the Price Stabilisation and Recovery 

Levy (PSRL). The rollout of this proposal 
may require legal amendments to the ESLA 
for increased flexibility on the part of the 
Minister of Finance to vary taxes as and 
when crude prices exceed the CPT.

 5.7 Conclusion

The progress made over the resolution of 
the BDC debt and the NPA’s expressed 
commitment to fully rationalise the licens-
ing regime presents the industry with a 
basis for total reforms in 2018. The indus-
try’s ability to tighten all avenues of liquidi-
ty leakages as discussed in the BDCs’ Risk 
Kite, will define the effort to position the 
industry for sustainable growth.
 
 It will be erroneous for industry players to 
think that the anti- private sector stance of 
government in 2016 may not recur. 

Despite the current government’s manifes-
to promise to ensure BOST reverts to its 
primary object of managing and maintain-
ing strategic stocks, there has been contin-
uous schemes and manoeuvrings by 
government officials and other traders to 
revert to the 2016 policy position of having 
BOST actively participate in trading despite 
the losses it accrued and despite govern-
ment’s existing presence in the industry 
through GoEnergy. The motivation for the 
manoeuvrings cannot be far from what is 
known by industry as a whole. Where there 
is profiteering in chaos, there will always 
be an incentive to nurture chaos. 

The above and other key risks discussed 
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Tema Oil Refinery possess sulphur content 
of about 0.35% and in rare cases a maxi-
mum of 0.5%. This places local refineries 
perfectly within the MARPOL 2020 require-
ments. The local refineries led by the Tema 
Oil Refinery may just be well placed to be a 
major supplier of Low Sulphur Fuel Oil for 
the marine market. As LSFO prices increase 
and the differentials with middle distillates 
reduces, the refineries may be best placed 
to optimise their returns. 

It is therefore important that further analy-
sis of our situation is undertaken to ensure 
that policies and decisions are well placed 
to enable our local refineries profit and 
optimise their operations from this oppor-
tunity. We highly recommend the setting 
up of an inter sectorial committee made up 
of representatives from the marine sector, 
the Ghana Standards Authority, the Ghana 
Ports and Habours Authority, the Navy and 
the petroleum industry to analyse neces-
sary policy interventions to enable Ghana 
position herself to optimise the benefits 
and opportunities from MARPOL 2020.

5.5 Ghana  Petroleum Hub - A Review

The first phase of the petroleum hub is 
aimed at creating a redistribution hub for 
active trading activities and is expected to 
involve the construction of an initial 
storage infrastructure of 1,000,000m 
capacity and port facilities with multiple 
berths. This facility will present traders 
with opportunities to effectively blend 
products onshore and optimise varied 
product specifications and supply options. 
Products redistribution for the region as at 
today is mainly done offshore Lome (the 
capital of Togo) riding on the back of low 
port charges, committed security and com-
petitive freight charges.  Very large crude 
carriers (VLCCs) and other long-range 
vessels lighter their vessels by ship-to-ship 
(STS) with smaller vessels. 

The success of Phase One of the Petroleum 
Hub may be significantly dependent on the 
extent of the cost competitiveness it may 
have over the existing Lome structure. This 
value proposition may have to be tested 

and perfected using existing facilities in 
the Tema area. The Tema area currently 
houses 91% of Ghana’s refined product 
storage. With Ghana’s tank-turns highly 
inefficient at 0.17 per month, an effective 
test run of the Petroleum Hub Phase One 
concept using the Tema facilities will 
enable Ghana  maximise the utilisation of 
these economic assets and drive confi-
dence in the development of the 
full-blown project. This test run may have 
to be viewed more as the Hub-trigger than 
a test run. The investment cost for the 
rollout of a Tema Hub- trigger run will be 
significantly lower as it will run partly on 
existing underutilised infrastructure. This 
will make it easier for the injection of capi-
tal into the industry.

5.6 Crude Oil and Pump Prices

An analysis of Ghana’s January 2017 to 
March 2018 pump prices indicates that at a 
1% level of significance, a dollar increase in 
the price per barrel of Brent crude will 
result in a three (3) pesewas per litre 
increase in the pump prices of the coun-
try’s most consumed products, gasoline 
and gasoil . This level of sensitivity height-
ens the implications of crude price increase 
on the Ghanaian market. Brent Crude 
prices started 2018 Q1 at $66/bbl and 
ended the quarter at $69.02/bbl, indicating 
a 3.5% increase in price. It also ended 2018 
Q1 at a level 32% higher than it ended 2017 
Q1. 

The rally experienced in the crude market 
and the increased compliance to OPEC’s 
production cut interventions have inspired 
upward changes in the projections of 
major forecasters like Reuters, Bloomberg, 
Goldman Sachs and other Wall Street 
majors. Most projections have suggested a 
peak between $75/bbl and $85/bbl while 
others have projected a possible return to 
$100/bbl. It is, therefore, imperative that 
government adopts smart risk mitigating 
solutions that will help stabilise prices on 
the market and mitigate potential abrupt 
macroeconomic shocks.

b.   Promote the zonalisation policy to facil-
itate natural refreshing.

c. Promote product swapping for 
non-comingled refresh-due stocks.

d.  Monitor and enforce Minimum Operat-
ing Stock policies for industry in conjunc-
tion with the NPA.

b.  Focus BOST on providing the infrastruc-
ture backbone for the industry.

a.  Drive investments in marine tankers and 
rail network in conjunction with the private 
sector.

b. Efficiently operate depots to facilitate 
effective redistribution.

c. Withhold considerations for additional 
storage investments.

d. Favourably consider recommendations 
under 5.3.5.2 in the management of prod-
uct losses.

5.3.8.2 Strategic Stocks Management

A combination of government investing in 
strategic stocks and the use of regulations 
to require petroleum service providers 
(BDCs and refineries) to hold a minimum 
stock level is recommended. This is 
explained in Option 3 above. 

Maintain GoG trading and pricing visibility 
in the downstream sector through GoEner-
gy and Goil if they remain directly or 
indirectly listed on the GSE with other 
non-government shareholders. This 
ensures increased responsibility and 
accountability.

5.4 MARPOL 2020

In October 2016 the International Maritime 
Organisation’s (IMO) Marine Environment 
Protection Committee (MEPC) decided 
that the sulphur content in Marine Fuel Oil 
be reduced from 3.5% to 0.5% i.e. 5000ppm 
effective 1 January 2020. This decision has 

become what is popularly referred to as 
the MARPOL (Marine Pollution) 2020. The 
International Energy Agency (IEA) posits in 
its 2017 midterm oil outlook report that: 
“Lowering the bunker fuel emissions cap 
from 3.5% to 0.5% is easily the most dramat-
ic change in fuel specifications in any oil 
product market on such a large scale” 

MARPOL 2020 will render High Sulphur 
Fuel Oil (HSFO) technically illegal to use on 
marine vessels unless such vessels have 
scrubbers installed in them .  In the short 
term most vessels are not expected to 
make the necessary investment in scrub-
bers.

This situation is expected to have a nega-
tive impact on the demand and price of 
high sulphur fuel oil (HSFO) and high 
sulphur crude, typically heavy crude. The 
impact of this situation on prices of many 
distillates remains unclear but for certain 
there shall be an impact. Producers of 
heavy crude may ramp-up investment in 
hydro and fuel crackers to yield more high 
value middle distillates to optimise returns. 
The demand and price for HSFO may 
realise a resurgence if the price differential 
between LSFO and HSFO reaches a thresh-
old which justifies more investment by 
vessel owners in scrubbers.

On the other hand, the positive differential 
between heavy crude oil and light crude oil 
is expected to increase with an increase in 
demand and price for low sulphur fuel oil. 
Marine gasoil may prove to be a viable 
alternative to LSFO, thereby increasing 
marine gasoil demand which may impact 
the general price of gasoil.

5.4.1 Implications for Ghana

Ghana’s production of sweet light crude is 
expected to augur well for the economy 
when MARPOL 2020 commences. 
MARPOL 2020 will drive the strengthening 
of sweet crude differentials which will 
imply a comparative increase in Ghana’s 
petroleum receipts.  The Ghanaian refiner-
ies are designed primarily to process light 
crude. Standard fuel oil quality from the 
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   Scrubbers are a diverse group of air pollution devices that can be used to remove some particulates or
  gases from industrial exhaust steams 
  Source: https://en.wikipedia.org/wiki/Scrubber
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plus all taxes, levies and margins. The 
assumed ex-ref price must be based on the 
indicative prices advised by BDCs. A given 
BDC with stock in the BOST system shall be 
compensated with the value of the ex-ref 
price in consideration for the product loss 
incurred. This may be done on a pro rata 
basis for all users of the BOST system. In so 
doing, the charges levelled against trans-
porters will directly be used to compen-
sate BDCs with no replenishment responsi-
bility on the part of BOST, hence no prod-
uct losses will be incurred. The taxes, levies 
and margins may be paid to their respec-
tive collecting agencies except for the 
marketers’ and dealers’ margins which 
may be retained by BOST. In addition, the 
transporter may be penalised through an 
additional fine.

5.3.5.2.3 Pipeline siphoning/ leakages:

There should be no attempt to use the 
challenged pipelines for inter depot trans-
fers until such a time when technology and 
management mechanisms are competent 
enough to prevent further losses.

5.3.6 Government trading

There is a need for government to have 
visibility in the trading and pricing of petro-
leum products. The absence of BOST as a 
trader in the industry will not in any way 
deprive government of this policy view. 
Government can maintain visibility in the 
trade through GoEnergy and Goil, in which 
it maintains majority shareholding. GoEn-
ergy necessarily ought to operate profita-
bly and efficiently. Its operations are there-
fore unlikely to lead to direct financial 
losses to government. 

5.3.7 Infrastructure

5.3.7.1 Storage

The national storage capacity is 1.355mn m 
(product only). At an annual consumption 
of about 4.2bn ltrs, the country has storage 
coverage of  about 4 months stock and a 
maximum storage utilisation outturn of 3 
times a year or 0.26 per month. This is 
lower than the globally accepted efficient 

minimum tank-turn of 1 per month or 12  
per year. This is inefficient and an indica-
tion of an economy that is grossly 
over-tanked if focused on the local market.

BOST’s share of products storage capacity 
is 30.5%. On the back of this data, it is 
evident that investment in storage is less 
optimal or grossly inefficient. It may there-
fore be less prudent to promote the idea of 
BOST further investing in storage facilities. 

While private capital has significantly 
augmented landed storage capacity, float-
ing storage capacity has remained non-ex-
istent. The country fully depends on 
foreign fleets to provide marine haulage 
and floating storage to meet its needs. This 
somewhat poses a security risk for the 
country in the event of a major crisis. It 
may therefore be worth considering for 
BOST to invest in marine fleet and floating 
storage to meet the country’s needs.
 
5.3.7.2 In-land transportation

BOST remains the appropriate govern-
ment agency to develop the country’s 
downstream pipeline and rail network for 
the efficient movement of petroleum prod-
ucts. By virtue of the investment and the 
access limitations (e.g. right of way), these 
facilities are ideally industry’s common 
infrastructure which may be spearheaded 
by BOST in conjunction with the private 
sector. The development of a petroleum 
rail network is more crucial considering its 
multipurpose use and economic impact.
 
5.3.8 Recommendations

Recommendations on the way forward for 
BOST have been mentioned in the various 
sub-sections. It is hereby highlighted 
below.

5.3.8.1 Operating Activities

a. Reposition BOST to focus on the man-
agement of strategic stock and not trad-
ing.
a. Bar it from trading products or refresh-
ing products through reselling to avoid 
losses.



The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.

5.3.5 Role of BOST

The primary essence of BOST has been to 
provide management for the country’s 
strategic stocks. In pursuit of this, it has 
engaged in storing, transporting and trad-
ing petroleum products. Its investments 
have provided the infrastructural back-
bone for the country’s downstream sector. 
This has positioned BOST as an important 
player in the industry and will be critical in 
shaping its sustainable future.

The losses BOST incurs has mainly been 
from the following:

1. Trading activities (be it directly or under 
the guise of stock refreshment)

2. Product losses from the poor manage-
ment of its storage and bulk transporta-
tion activities.

To insulate government from the recur-
rence of these losses, the role of BOST will 
have to be well structured. 

5.3.5.1 Addressing trading losses

To avoid trading losses, BOST may have to 
be barred from trading. As indicated in 
point 5.3.4, security stocks do not need to 
be traded, rather BOST may adopt one of 
the following or a combination of both:

1. Direct PSP trading stock into the BOST 
system through efficient zonalisation and 
continuous product comingling. This natu-
rally refreshes security stocks at no trading 
risk or cost to the country.

2. Swap refinery output or PSP imports 
with refreshed-due stocks (if security 
stocks are not comingled). 

5.3.5.2 Addressing product losses

There have been 3 main sources of product 
losses:
1.  Poor depot management;
2. BRV under deliveries;
3. Pipeline siphoning/leakages.

5.3.5.2.1 Poor depot management

• This may be addressed by investing in 
competent depot management and 
efficient systems coupled with stringent 
accountability and operating policies on 
the part of management. This will require 
frequent stock and operational audits 
(external) at very short intervals to arrest 
any source of loss and inefficient manage-
ment. Managers may have to be held 
personally liable for such losses. 

• Alternatively, the management of the 
depots may be outsourced to private 
contract managers with an added respon-
sibility to underwrite any depot related 
product losses.

5.3.5.2.2 BRV under deliveries

BRV under deliveries during inter depot 
transfers managed by BOST are chargea-
ble to the accounts of transporters. How-
ever, the charges levelled against the 
transporters are sometimes inadequate 
for BOST to replenish the lost stock. Even 
when they are adequate, there is no clear 
mechanism for replacing the stock. As a 
result, the charges are accrued to the 
books of BOST and the lost products are 
not necessarily replenished.

To address this, charges billable against 
transporters must be tied to ex-ref prices 

5.6.1 Our Recommendation
The pricing structure in a price deregulated 
market like Ghana limits government’s 
options in insulating the market from 
major price swings. Government, not being 
the buyer of products, may be unable to 
hedge against actual deliveries. It must 
therefore seek to hedge against cash 
settlements. 

Government must identify its political and 
economic crude price threshold (CPT). The 
CPT will be the crude price at which 
government considers it necessary to 
directly intervene or support ex-pump 
prices. The CPT then becomes the strike 
price in a given hedge programme. The 
hedge programme should be designed to 
cover significant portions of the country’s 
consumption. The income generated from 
the hedge should be used to reduce the 
petroleum tax burden on consumers 
through the ex-pump price build-up. In 
effect, when crude prices rise beyond the 
CPT and government rakes in hedge 
income, taxes in the pump prices will be 
reduced to the extent of the hedge 
income. In a situation as this, the crude 
price increase is expected to increase the 
ex-refinery prices. But with the reduction 
of taxes the pump prices will be expected 
to remain significantly the same, ceteris 
paribus.   

Of the derivative choices that may be avail-
able to government in this structure, we 
recommend the choice of an Option which 
should be funded using proceeds accrued 
from the Price Stabilisation and Recovery 

Levy (PSRL). The rollout of this proposal 
may require legal amendments to the ESLA 
for increased flexibility on the part of the 
Minister of Finance to vary taxes as and 
when crude prices exceed the CPT.

 5.7 Conclusion

The progress made over the resolution of 
the BDC debt and the NPA’s expressed 
commitment to fully rationalise the licens-
ing regime presents the industry with a 
basis for total reforms in 2018. The indus-
try’s ability to tighten all avenues of liquidi-
ty leakages as discussed in the BDCs’ Risk 
Kite, will define the effort to position the 
industry for sustainable growth.
 
 It will be erroneous for industry players to 
think that the anti- private sector stance of 
government in 2016 may not recur. 

Despite the current government’s manifes-
to promise to ensure BOST reverts to its 
primary object of managing and maintain-
ing strategic stocks, there has been contin-
uous schemes and manoeuvrings by 
government officials and other traders to 
revert to the 2016 policy position of having 
BOST actively participate in trading despite 
the losses it accrued and despite govern-
ment’s existing presence in the industry 
through GoEnergy. The motivation for the 
manoeuvrings cannot be far from what is 
known by industry as a whole. Where there 
is profiteering in chaos, there will always 
be an incentive to nurture chaos. 

The above and other key risks discussed 
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Tema Oil Refinery possess sulphur content 
of about 0.35% and in rare cases a maxi-
mum of 0.5%. This places local refineries 
perfectly within the MARPOL 2020 require-
ments. The local refineries led by the Tema 
Oil Refinery may just be well placed to be a 
major supplier of Low Sulphur Fuel Oil for 
the marine market. As LSFO prices increase 
and the differentials with middle distillates 
reduces, the refineries may be best placed 
to optimise their returns. 

It is therefore important that further analy-
sis of our situation is undertaken to ensure 
that policies and decisions are well placed 
to enable our local refineries profit and 
optimise their operations from this oppor-
tunity. We highly recommend the setting 
up of an inter sectorial committee made up 
of representatives from the marine sector, 
the Ghana Standards Authority, the Ghana 
Ports and Habours Authority, the Navy and 
the petroleum industry to analyse neces-
sary policy interventions to enable Ghana 
position herself to optimise the benefits 
and opportunities from MARPOL 2020.

5.5 Ghana  Petroleum Hub - A Review

The first phase of the petroleum hub is 
aimed at creating a redistribution hub for 
active trading activities and is expected to 
involve the construction of an initial 
storage infrastructure of 1,000,000m 
capacity and port facilities with multiple 
berths. This facility will present traders 
with opportunities to effectively blend 
products onshore and optimise varied 
product specifications and supply options. 
Products redistribution for the region as at 
today is mainly done offshore Lome (the 
capital of Togo) riding on the back of low 
port charges, committed security and com-
petitive freight charges.  Very large crude 
carriers (VLCCs) and other long-range 
vessels lighter their vessels by ship-to-ship 
(STS) with smaller vessels. 

The success of Phase One of the Petroleum 
Hub may be significantly dependent on the 
extent of the cost competitiveness it may 
have over the existing Lome structure. This 
value proposition may have to be tested 

and perfected using existing facilities in 
the Tema area. The Tema area currently 
houses 91% of Ghana’s refined product 
storage. With Ghana’s tank-turns highly 
inefficient at 0.17 per month, an effective 
test run of the Petroleum Hub Phase One 
concept using the Tema facilities will 
enable Ghana  maximise the utilisation of 
these economic assets and drive confi-
dence in the development of the 
full-blown project. This test run may have 
to be viewed more as the Hub-trigger than 
a test run. The investment cost for the 
rollout of a Tema Hub- trigger run will be 
significantly lower as it will run partly on 
existing underutilised infrastructure. This 
will make it easier for the injection of capi-
tal into the industry.

5.6 Crude Oil and Pump Prices

An analysis of Ghana’s January 2017 to 
March 2018 pump prices indicates that at a 
1% level of significance, a dollar increase in 
the price per barrel of Brent crude will 
result in a three (3) pesewas per litre 
increase in the pump prices of the coun-
try’s most consumed products, gasoline 
and gasoil . This level of sensitivity height-
ens the implications of crude price increase 
on the Ghanaian market. Brent Crude 
prices started 2018 Q1 at $66/bbl and 
ended the quarter at $69.02/bbl, indicating 
a 3.5% increase in price. It also ended 2018 
Q1 at a level 32% higher than it ended 2017 
Q1. 

The rally experienced in the crude market 
and the increased compliance to OPEC’s 
production cut interventions have inspired 
upward changes in the projections of 
major forecasters like Reuters, Bloomberg, 
Goldman Sachs and other Wall Street 
majors. Most projections have suggested a 
peak between $75/bbl and $85/bbl while 
others have projected a possible return to 
$100/bbl. It is, therefore, imperative that 
government adopts smart risk mitigating 
solutions that will help stabilise prices on 
the market and mitigate potential abrupt 
macroeconomic shocks.
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b.   Promote the zonalisation policy to facil-
itate natural refreshing.

c. Promote product swapping for 
non-comingled refresh-due stocks.

d.  Monitor and enforce Minimum Operat-
ing Stock policies for industry in conjunc-
tion with the NPA.

b.  Focus BOST on providing the infrastruc-
ture backbone for the industry.

a.  Drive investments in marine tankers and 
rail network in conjunction with the private 
sector.

b. Efficiently operate depots to facilitate 
effective redistribution.

c. Withhold considerations for additional 
storage investments.

d. Favourably consider recommendations 
under 5.3.5.2 in the management of prod-
uct losses.

5.3.8.2 Strategic Stocks Management

A combination of government investing in 
strategic stocks and the use of regulations 
to require petroleum service providers 
(BDCs and refineries) to hold a minimum 
stock level is recommended. This is 
explained in Option 3 above. 

Maintain GoG trading and pricing visibility 
in the downstream sector through GoEner-
gy and Goil if they remain directly or 
indirectly listed on the GSE with other 
non-government shareholders. This 
ensures increased responsibility and 
accountability.

5.4 MARPOL 2020

In October 2016 the International Maritime 
Organisation’s (IMO) Marine Environment 
Protection Committee (MEPC) decided 
that the sulphur content in Marine Fuel Oil 
be reduced from 3.5% to 0.5% i.e. 5000ppm 
effective 1 January 2020. This decision has 

become what is popularly referred to as 
the MARPOL (Marine Pollution) 2020. The 
International Energy Agency (IEA) posits in 
its 2017 midterm oil outlook report that: 
“Lowering the bunker fuel emissions cap 
from 3.5% to 0.5% is easily the most dramat-
ic change in fuel specifications in any oil 
product market on such a large scale” 

MARPOL 2020 will render High Sulphur 
Fuel Oil (HSFO) technically illegal to use on 
marine vessels unless such vessels have 
scrubbers installed in them .  In the short 
term most vessels are not expected to 
make the necessary investment in scrub-
bers.

This situation is expected to have a nega-
tive impact on the demand and price of 
high sulphur fuel oil (HSFO) and high 
sulphur crude, typically heavy crude. The 
impact of this situation on prices of many 
distillates remains unclear but for certain 
there shall be an impact. Producers of 
heavy crude may ramp-up investment in 
hydro and fuel crackers to yield more high 
value middle distillates to optimise returns. 
The demand and price for HSFO may 
realise a resurgence if the price differential 
between LSFO and HSFO reaches a thresh-
old which justifies more investment by 
vessel owners in scrubbers.

On the other hand, the positive differential 
between heavy crude oil and light crude oil 
is expected to increase with an increase in 
demand and price for low sulphur fuel oil. 
Marine gasoil may prove to be a viable 
alternative to LSFO, thereby increasing 
marine gasoil demand which may impact 
the general price of gasoil.

5.4.1 Implications for Ghana

Ghana’s production of sweet light crude is 
expected to augur well for the economy 
when MARPOL 2020 commences. 
MARPOL 2020 will drive the strengthening 
of sweet crude differentials which will 
imply a comparative increase in Ghana’s 
petroleum receipts.  The Ghanaian refiner-
ies are designed primarily to process light 
crude. Standard fuel oil quality from the 

plus all taxes, levies and margins. The 
assumed ex-ref price must be based on the 
indicative prices advised by BDCs. A given 
BDC with stock in the BOST system shall be 
compensated with the value of the ex-ref 
price in consideration for the product loss 
incurred. This may be done on a pro rata 
basis for all users of the BOST system. In so 
doing, the charges levelled against trans-
porters will directly be used to compen-
sate BDCs with no replenishment responsi-
bility on the part of BOST, hence no prod-
uct losses will be incurred. The taxes, levies 
and margins may be paid to their respec-
tive collecting agencies except for the 
marketers’ and dealers’ margins which 
may be retained by BOST. In addition, the 
transporter may be penalised through an 
additional fine.

5.3.5.2.3 Pipeline siphoning/ leakages:

There should be no attempt to use the 
challenged pipelines for inter depot trans-
fers until such a time when technology and 
management mechanisms are competent 
enough to prevent further losses.

5.3.6 Government trading

There is a need for government to have 
visibility in the trading and pricing of petro-
leum products. The absence of BOST as a 
trader in the industry will not in any way 
deprive government of this policy view. 
Government can maintain visibility in the 
trade through GoEnergy and Goil, in which 
it maintains majority shareholding. GoEn-
ergy necessarily ought to operate profita-
bly and efficiently. Its operations are there-
fore unlikely to lead to direct financial 
losses to government. 

5.3.7 Infrastructure

5.3.7.1 Storage

The national storage capacity is 1.355mn m 
(product only). At an annual consumption 
of about 4.2bn ltrs, the country has storage 
coverage of  about 4 months stock and a 
maximum storage utilisation outturn of 3 
times a year or 0.26 per month. This is 
lower than the globally accepted efficient 

minimum tank-turn of 1 per month or 12  
per year. This is inefficient and an indica-
tion of an economy that is grossly 
over-tanked if focused on the local market.

BOST’s share of products storage capacity 
is 30.5%. On the back of this data, it is 
evident that investment in storage is less 
optimal or grossly inefficient. It may there-
fore be less prudent to promote the idea of 
BOST further investing in storage facilities. 

While private capital has significantly 
augmented landed storage capacity, float-
ing storage capacity has remained non-ex-
istent. The country fully depends on 
foreign fleets to provide marine haulage 
and floating storage to meet its needs. This 
somewhat poses a security risk for the 
country in the event of a major crisis. It 
may therefore be worth considering for 
BOST to invest in marine fleet and floating 
storage to meet the country’s needs.
 
5.3.7.2 In-land transportation

BOST remains the appropriate govern-
ment agency to develop the country’s 
downstream pipeline and rail network for 
the efficient movement of petroleum prod-
ucts. By virtue of the investment and the 
access limitations (e.g. right of way), these 
facilities are ideally industry’s common 
infrastructure which may be spearheaded 
by BOST in conjunction with the private 
sector. The development of a petroleum 
rail network is more crucial considering its 
multipurpose use and economic impact.
 
5.3.8 Recommendations

Recommendations on the way forward for 
BOST have been mentioned in the various 
sub-sections. It is hereby highlighted 
below.

5.3.8.1 Operating Activities

a. Reposition BOST to focus on the man-
agement of strategic stock and not trad-
ing.
a. Bar it from trading products or refresh-
ing products through reselling to avoid 
losses.



The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.

5.3.5 Role of BOST

The primary essence of BOST has been to 
provide management for the country’s 
strategic stocks. In pursuit of this, it has 
engaged in storing, transporting and trad-
ing petroleum products. Its investments 
have provided the infrastructural back-
bone for the country’s downstream sector. 
This has positioned BOST as an important 
player in the industry and will be critical in 
shaping its sustainable future.

The losses BOST incurs has mainly been 
from the following:

1. Trading activities (be it directly or under 
the guise of stock refreshment)

2. Product losses from the poor manage-
ment of its storage and bulk transporta-
tion activities.

To insulate government from the recur-
rence of these losses, the role of BOST will 
have to be well structured. 

5.3.5.1 Addressing trading losses

To avoid trading losses, BOST may have to 
be barred from trading. As indicated in 
point 5.3.4, security stocks do not need to 
be traded, rather BOST may adopt one of 
the following or a combination of both:

1. Direct PSP trading stock into the BOST 
system through efficient zonalisation and 
continuous product comingling. This natu-
rally refreshes security stocks at no trading 
risk or cost to the country.

2. Swap refinery output or PSP imports 
with refreshed-due stocks (if security 
stocks are not comingled). 

5.3.5.2 Addressing product losses

There have been 3 main sources of product 
losses:
1.  Poor depot management;
2. BRV under deliveries;
3. Pipeline siphoning/leakages.

5.3.5.2.1 Poor depot management

• This may be addressed by investing in 
competent depot management and 
efficient systems coupled with stringent 
accountability and operating policies on 
the part of management. This will require 
frequent stock and operational audits 
(external) at very short intervals to arrest 
any source of loss and inefficient manage-
ment. Managers may have to be held 
personally liable for such losses. 

• Alternatively, the management of the 
depots may be outsourced to private 
contract managers with an added respon-
sibility to underwrite any depot related 
product losses.

5.3.5.2.2 BRV under deliveries

BRV under deliveries during inter depot 
transfers managed by BOST are chargea-
ble to the accounts of transporters. How-
ever, the charges levelled against the 
transporters are sometimes inadequate 
for BOST to replenish the lost stock. Even 
when they are adequate, there is no clear 
mechanism for replacing the stock. As a 
result, the charges are accrued to the 
books of BOST and the lost products are 
not necessarily replenished.

To address this, charges billable against 
transporters must be tied to ex-ref prices 

5.6.1 Our Recommendation
The pricing structure in a price deregulated 
market like Ghana limits government’s 
options in insulating the market from 
major price swings. Government, not being 
the buyer of products, may be unable to 
hedge against actual deliveries. It must 
therefore seek to hedge against cash 
settlements. 

Government must identify its political and 
economic crude price threshold (CPT). The 
CPT will be the crude price at which 
government considers it necessary to 
directly intervene or support ex-pump 
prices. The CPT then becomes the strike 
price in a given hedge programme. The 
hedge programme should be designed to 
cover significant portions of the country’s 
consumption. The income generated from 
the hedge should be used to reduce the 
petroleum tax burden on consumers 
through the ex-pump price build-up. In 
effect, when crude prices rise beyond the 
CPT and government rakes in hedge 
income, taxes in the pump prices will be 
reduced to the extent of the hedge 
income. In a situation as this, the crude 
price increase is expected to increase the 
ex-refinery prices. But with the reduction 
of taxes the pump prices will be expected 
to remain significantly the same, ceteris 
paribus.   

Of the derivative choices that may be avail-
able to government in this structure, we 
recommend the choice of an Option which 
should be funded using proceeds accrued 
from the Price Stabilisation and Recovery 

Levy (PSRL). The rollout of this proposal 
may require legal amendments to the ESLA 
for increased flexibility on the part of the 
Minister of Finance to vary taxes as and 
when crude prices exceed the CPT.

 5.7 Conclusion

The progress made over the resolution of 
the BDC debt and the NPA’s expressed 
commitment to fully rationalise the licens-
ing regime presents the industry with a 
basis for total reforms in 2018. The indus-
try’s ability to tighten all avenues of liquidi-
ty leakages as discussed in the BDCs’ Risk 
Kite, will define the effort to position the 
industry for sustainable growth.
 
 It will be erroneous for industry players to 
think that the anti- private sector stance of 
government in 2016 may not recur. 

Despite the current government’s manifes-
to promise to ensure BOST reverts to its 
primary object of managing and maintain-
ing strategic stocks, there has been contin-
uous schemes and manoeuvrings by 
government officials and other traders to 
revert to the 2016 policy position of having 
BOST actively participate in trading despite 
the losses it accrued and despite govern-
ment’s existing presence in the industry 
through GoEnergy. The motivation for the 
manoeuvrings cannot be far from what is 
known by industry as a whole. Where there 
is profiteering in chaos, there will always 
be an incentive to nurture chaos. 

The above and other key risks discussed 
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Tema Oil Refinery possess sulphur content 
of about 0.35% and in rare cases a maxi-
mum of 0.5%. This places local refineries 
perfectly within the MARPOL 2020 require-
ments. The local refineries led by the Tema 
Oil Refinery may just be well placed to be a 
major supplier of Low Sulphur Fuel Oil for 
the marine market. As LSFO prices increase 
and the differentials with middle distillates 
reduces, the refineries may be best placed 
to optimise their returns. 

It is therefore important that further analy-
sis of our situation is undertaken to ensure 
that policies and decisions are well placed 
to enable our local refineries profit and 
optimise their operations from this oppor-
tunity. We highly recommend the setting 
up of an inter sectorial committee made up 
of representatives from the marine sector, 
the Ghana Standards Authority, the Ghana 
Ports and Habours Authority, the Navy and 
the petroleum industry to analyse neces-
sary policy interventions to enable Ghana 
position herself to optimise the benefits 
and opportunities from MARPOL 2020.

5.5 Ghana  Petroleum Hub - A Review

The first phase of the petroleum hub is 
aimed at creating a redistribution hub for 
active trading activities and is expected to 
involve the construction of an initial 
storage infrastructure of 1,000,000m 
capacity and port facilities with multiple 
berths. This facility will present traders 
with opportunities to effectively blend 
products onshore and optimise varied 
product specifications and supply options. 
Products redistribution for the region as at 
today is mainly done offshore Lome (the 
capital of Togo) riding on the back of low 
port charges, committed security and com-
petitive freight charges.  Very large crude 
carriers (VLCCs) and other long-range 
vessels lighter their vessels by ship-to-ship 
(STS) with smaller vessels. 

The success of Phase One of the Petroleum 
Hub may be significantly dependent on the 
extent of the cost competitiveness it may 
have over the existing Lome structure. This 
value proposition may have to be tested 

and perfected using existing facilities in 
the Tema area. The Tema area currently 
houses 91% of Ghana’s refined product 
storage. With Ghana’s tank-turns highly 
inefficient at 0.17 per month, an effective 
test run of the Petroleum Hub Phase One 
concept using the Tema facilities will 
enable Ghana  maximise the utilisation of 
these economic assets and drive confi-
dence in the development of the 
full-blown project. This test run may have 
to be viewed more as the Hub-trigger than 
a test run. The investment cost for the 
rollout of a Tema Hub- trigger run will be 
significantly lower as it will run partly on 
existing underutilised infrastructure. This 
will make it easier for the injection of capi-
tal into the industry.

5.6 Crude Oil and Pump Prices

An analysis of Ghana’s January 2017 to 
March 2018 pump prices indicates that at a 
1% level of significance, a dollar increase in 
the price per barrel of Brent crude will 
result in a three (3) pesewas per litre 
increase in the pump prices of the coun-
try’s most consumed products, gasoline 
and gasoil . This level of sensitivity height-
ens the implications of crude price increase 
on the Ghanaian market. Brent Crude 
prices started 2018 Q1 at $66/bbl and 
ended the quarter at $69.02/bbl, indicating 
a 3.5% increase in price. It also ended 2018 
Q1 at a level 32% higher than it ended 2017 
Q1. 

The rally experienced in the crude market 
and the increased compliance to OPEC’s 
production cut interventions have inspired 
upward changes in the projections of 
major forecasters like Reuters, Bloomberg, 
Goldman Sachs and other Wall Street 
majors. Most projections have suggested a 
peak between $75/bbl and $85/bbl while 
others have projected a possible return to 
$100/bbl. It is, therefore, imperative that 
government adopts smart risk mitigating 
solutions that will help stabilise prices on 
the market and mitigate potential abrupt 
macroeconomic shocks.

b.   Promote the zonalisation policy to facil-
itate natural refreshing.

c. Promote product swapping for 
non-comingled refresh-due stocks.

d.  Monitor and enforce Minimum Operat-
ing Stock policies for industry in conjunc-
tion with the NPA.

b.  Focus BOST on providing the infrastruc-
ture backbone for the industry.

a.  Drive investments in marine tankers and 
rail network in conjunction with the private 
sector.

b. Efficiently operate depots to facilitate 
effective redistribution.

c. Withhold considerations for additional 
storage investments.

d. Favourably consider recommendations 
under 5.3.5.2 in the management of prod-
uct losses.

5.3.8.2 Strategic Stocks Management

A combination of government investing in 
strategic stocks and the use of regulations 
to require petroleum service providers 
(BDCs and refineries) to hold a minimum 
stock level is recommended. This is 
explained in Option 3 above. 

Maintain GoG trading and pricing visibility 
in the downstream sector through GoEner-
gy and Goil if they remain directly or 
indirectly listed on the GSE with other 
non-government shareholders. This 
ensures increased responsibility and 
accountability.

5.4 MARPOL 2020

In October 2016 the International Maritime 
Organisation’s (IMO) Marine Environment 
Protection Committee (MEPC) decided 
that the sulphur content in Marine Fuel Oil 
be reduced from 3.5% to 0.5% i.e. 5000ppm 
effective 1 January 2020. This decision has 

become what is popularly referred to as 
the MARPOL (Marine Pollution) 2020. The 
International Energy Agency (IEA) posits in 
its 2017 midterm oil outlook report that: 
“Lowering the bunker fuel emissions cap 
from 3.5% to 0.5% is easily the most dramat-
ic change in fuel specifications in any oil 
product market on such a large scale” 

MARPOL 2020 will render High Sulphur 
Fuel Oil (HSFO) technically illegal to use on 
marine vessels unless such vessels have 
scrubbers installed in them .  In the short 
term most vessels are not expected to 
make the necessary investment in scrub-
bers.

This situation is expected to have a nega-
tive impact on the demand and price of 
high sulphur fuel oil (HSFO) and high 
sulphur crude, typically heavy crude. The 
impact of this situation on prices of many 
distillates remains unclear but for certain 
there shall be an impact. Producers of 
heavy crude may ramp-up investment in 
hydro and fuel crackers to yield more high 
value middle distillates to optimise returns. 
The demand and price for HSFO may 
realise a resurgence if the price differential 
between LSFO and HSFO reaches a thresh-
old which justifies more investment by 
vessel owners in scrubbers.

On the other hand, the positive differential 
between heavy crude oil and light crude oil 
is expected to increase with an increase in 
demand and price for low sulphur fuel oil. 
Marine gasoil may prove to be a viable 
alternative to LSFO, thereby increasing 
marine gasoil demand which may impact 
the general price of gasoil.

5.4.1 Implications for Ghana

Ghana’s production of sweet light crude is 
expected to augur well for the economy 
when MARPOL 2020 commences. 
MARPOL 2020 will drive the strengthening 
of sweet crude differentials which will 
imply a comparative increase in Ghana’s 
petroleum receipts.  The Ghanaian refiner-
ies are designed primarily to process light 
crude. Standard fuel oil quality from the 

plus all taxes, levies and margins. The 
assumed ex-ref price must be based on the 
indicative prices advised by BDCs. A given 
BDC with stock in the BOST system shall be 
compensated with the value of the ex-ref 
price in consideration for the product loss 
incurred. This may be done on a pro rata 
basis for all users of the BOST system. In so 
doing, the charges levelled against trans-
porters will directly be used to compen-
sate BDCs with no replenishment responsi-
bility on the part of BOST, hence no prod-
uct losses will be incurred. The taxes, levies 
and margins may be paid to their respec-
tive collecting agencies except for the 
marketers’ and dealers’ margins which 
may be retained by BOST. In addition, the 
transporter may be penalised through an 
additional fine.

5.3.5.2.3 Pipeline siphoning/ leakages:

There should be no attempt to use the 
challenged pipelines for inter depot trans-
fers until such a time when technology and 
management mechanisms are competent 
enough to prevent further losses.

5.3.6 Government trading

There is a need for government to have 
visibility in the trading and pricing of petro-
leum products. The absence of BOST as a 
trader in the industry will not in any way 
deprive government of this policy view. 
Government can maintain visibility in the 
trade through GoEnergy and Goil, in which 
it maintains majority shareholding. GoEn-
ergy necessarily ought to operate profita-
bly and efficiently. Its operations are there-
fore unlikely to lead to direct financial 
losses to government. 

5.3.7 Infrastructure

5.3.7.1 Storage

The national storage capacity is 1.355mn m 
(product only). At an annual consumption 
of about 4.2bn ltrs, the country has storage 
coverage of  about 4 months stock and a 
maximum storage utilisation outturn of 3 
times a year or 0.26 per month. This is 
lower than the globally accepted efficient 

minimum tank-turn of 1 per month or 12  
per year. This is inefficient and an indica-
tion of an economy that is grossly 
over-tanked if focused on the local market.

BOST’s share of products storage capacity 
is 30.5%. On the back of this data, it is 
evident that investment in storage is less 
optimal or grossly inefficient. It may there-
fore be less prudent to promote the idea of 
BOST further investing in storage facilities. 

While private capital has significantly 
augmented landed storage capacity, float-
ing storage capacity has remained non-ex-
istent. The country fully depends on 
foreign fleets to provide marine haulage 
and floating storage to meet its needs. This 
somewhat poses a security risk for the 
country in the event of a major crisis. It 
may therefore be worth considering for 
BOST to invest in marine fleet and floating 
storage to meet the country’s needs.
 
5.3.7.2 In-land transportation

BOST remains the appropriate govern-
ment agency to develop the country’s 
downstream pipeline and rail network for 
the efficient movement of petroleum prod-
ucts. By virtue of the investment and the 
access limitations (e.g. right of way), these 
facilities are ideally industry’s common 
infrastructure which may be spearheaded 
by BOST in conjunction with the private 
sector. The development of a petroleum 
rail network is more crucial considering its 
multipurpose use and economic impact.
 
5.3.8 Recommendations

Recommendations on the way forward for 
BOST have been mentioned in the various 
sub-sections. It is hereby highlighted 
below.

5.3.8.1 Operating Activities

a. Reposition BOST to focus on the man-
agement of strategic stock and not trad-
ing.
a. Bar it from trading products or refresh-
ing products through reselling to avoid 
losses.
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The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.
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The Mills-led regime was doubtful about 
BOST’s success with trading following an 
inheritance of significant debt at BOST. It 
opted to have BOST focus on providing an 
infrastructure backbone for the industry. 
To ensure product security, the govern-
ment endeavoured to maintain funding 
confidence in the BDC structure by paying 
subsidies on time. This led to the growth 
in stock levels from less than a week 
(2009) to about eight weeks (2010-2011) 
for AGO. PMS saw a growth in stock from 
about 1 day (2009) to 6 weeks (2010-2011) 
of stock.
  
In 2014, BOST recommenced the opera-
tion of a strategic stocks programme 
which in effect was a constant trade 
programme. GNPC was the first to finance 
this SSP and led to significant losses 
following which, GNPC withdrew.
This was followed by a revised structure 
that had international oil traders finance 
BOST’s SSP through open-account suppli-
ers’ credit supported by government’s 
‘guarantees’ against which the trader 
may procure insurance. Stocks were not 
held and refreshed, they were traded 
through BDCs mainly GoEnergy. The sale 
of products below the purchase price  
yielded losses underwritten by BOST’s 
shareholder, GoG. Prices at which BOST 
sold products were at the discretion of 
the BOST management. This SSP 
programme increased product availability 
in the country as well as government’s 
exposure to financial losses.
   

5.3.2 BOST Losses

In 2008, the commodity price hikes saw 
increased agitations for government to 
reduce prices. In response, GoG opted to 
remove the strategic stock levy from  
price build-up. Growing losses from 
BOST’s trading therefore had no funding 
source, hence BOST’s losses (about 
$100mn) increased leading to the pledg-
ing of the BOST margin to Standard Char-
tered Bank and First Atlantic Bank. The 

debts incurred at that time remain partly 
unpaid.

The 2014 SSP also led to losses of over 
$235mn. This equates to about 6 weeks’ 
worth of the country’s current consump-
tion of fuel. These losses were accrued 
despite various incentives like preferen-
tial Forex from the Bank of Ghana and a 
guaranteed off-take from GoEnergy for 
the benefit of Goil. Indications also 
suggest the 2017 SSP increased the BOST 
debt. 

In effect for every period that GoG has 
embarked on a Strategic Stock 
Programme, it has compounded losses 
and exposed GoG to financial losses.

Trading is not necessarily unprofitable but 
requires rigour and efficiency. This 
efficiency has proven absent with most 
GoG fully owned companies and agencies 
who trade in the downstream sector. The 
continuous occurrences of these losses 
and the burden it places on the fiscal 
purse, inhibits GoG to deliver efficiently 
on its socio-economic programmes. This 
situation is unsustainable.

5.3.3  Strategic Stocks

Strategic stocks are necessary for the 
country both for security reasons and 
supply balance prudence. The key issue 
when addressing strategic stocks is in 
respect of how it is done. Strategic stocks 
need not create losses to the State but 
rather create value to the State.

5.3.3.1 Strategic Stock Options

Option 1: PSP Regulatory Requirement 

This option will require all operators 
responsible for the bulk supply or produc-
tion of refined fuel to hold a minimum 
stock which will sum up to the country’s 
target minimum stock. This may be 
referred to as the Minimum Operator 
Stock (MOS). The MOS may be appropri-
ated by the GoG, at its will when required, 

with fair and predetermined compensa-
tion granted to Petroleum Service Provid-
ers (PSPs).

The holding cost may be financed through 
any of the following:

1. PSP funds. 
This will indirectly lead to BDCs/Refineries 
(PSPs) incorporating the holding cost of 
the MOS in their traded prices. The com-
petition under the current deregulation 
regime will drive PSPs to ensure they 
incur the least minimum cost possible. 

2. Alternatively, GoG may introduce a 
direct margin or levy chargeable to 
consumers for financing the holding cost. 
This will be most welcomed by PSPs but 
will be less efficient. The cost charged will 
not be optimal. In addition, government 
will be held responsible for increasing 
prices.

The MOSs may be held in BOST and other 
private facilities but monitored fully by 
BOST. It should be mandatory for a PSP 
not to hold stocks below the MOS.

Option 2: Government Invests in Strate-
gic Stocks

Government may invest in financing its 
own strategic stocks. Such stock will be 
held and managed by BOST with express-
ly defined asset management protocols. 
This investment may be gradual. 
1. This will burden government with a 
major investment outlay and withhold 
investments to other socio-economic 
interventions key to government’s 
success.
2. The funding may be from the price 

stabilisation and recovery levy or the 
introduction of a Strategic Stock Levy.

3. An active hedge program must back 
any physical commodity positions held by 
BOST to ensure value preservation and 
avoid potential financial losses associated 
with holding stocks/ refined petroleum 
products for long periods.

Option 3: Combine Options 1 & 2

Government through BOST procures 
stocks of its own and in addition, require 
PSPs to hold the MOS which will be 
accounted for as part of the national secu-
rity stock.

GoG’s stocks will be held in the BOST 
system while PSP stocks may be held in 
any depot but monitored by BOST.

5.3.4 Refreshing Stocks and Eliminating 
Trading Losses

The main vehicle used to incur losses has 
been the refreshing programme through 
trading. Refreshing need not occur by 
trading security stocks and realising its 
losses. Products in the BOST system and 
private depots are naturally refreshed by 
BDCs and OTCs through the comingling 
and introduction of trading stocks. It is 
therefore unnecessary to seek to trade 
under any refreshing programme.

The zonalisation policy may be encour-
aged to increase the flow of trading 
stocks from the PSPs into the BOST 
system to ensure a cost free refreshing 
programme.
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Appendix 2

CRUDE       GASOIL       GASOLINE  LPG         DPK            ATK          FUEL OIL               TOTAL

QTY (MT)

TOTAL 233,283.51 1,780,858,72 1,310,605.23 197,418.02 119,785.55 61,598.90 181,773.61 3,885,323.53

PETROLEUM PRODUCTS IMPORT JANUARY-DECEMBER 2017

Source: National Petroleum Authority
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Appendix 3

BDC PERFORMANCE STATISTICS JANUARY- DECEMBER 2017
Qty (MT)

Source: National Petroleum Authority Website
                www.npa.gov.gh
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Appendix 4

2017 OMC Market Share

Source: National Petroleum Authority Website
                www.npa.gov.gh

Source: National Petroleum Authority Website
                www.npa.gov.gh
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Appendix 6

NPA CATEGORIES AND SCOPE OF LICENCES
AS AT DEC. 2017

There are more than twenty categories of 
Petroleum Service Providers (PSPs) that 
are licensed by the National Petroleum 
Authority (Authority) to operate in 
Ghana’s petroleum downstream industry. 
The licences and scope include the follow-
ing; 
 
1. Bulk Distribution Company Licence 

This licence authorises a company to 
import crude oil as well as procure, store, 
distribute and sell petroleum products 
wholesale to Oil/LPG Marketing Compa-
nies.

2. Oil Trading Company Licence 

This licence permits a company to engage 
in Oil Trading activities; specifically, to 
procure, import, supply and sell crude oil 
and petroleum products to the refineries, 
BOST and BDCs with the consent of the 
Authority.

3. Oil Marketing Company (OMC) Licence 

The licence authorises a company to 
procure finished petroleum products local-
ly from the BDCs, TOR and BOST for sale to 
bulk customers and the public through 
retail stations and reseller outlets.

4. LPG Marketing Company (LPGMC) 
Licence

A company with this licence is permitted to 
procure, store and sell liquefied petroleum 
gas to bulk customers and the public 
through LPG refilling plants throughout 
the country.

5. Bulk Oil Storage Licence

The licence authorises a company to own, 
manage, develop and operate storage 

depots; rent or lease any of its storage 
depots to any petroleum service provider.

6. Bunkering (Offshore) Licence

This licence authorises a company to 
bunker ocean going vessels, trawlers and 
fishing vessels within the contiguous zone 
of Ghana.

7. Bunkering (Onshore) Licence

The said licence authorises a company to 
engage in the storage, terminalling, deliv-
ering and handling of petroleum products 
to ships, oceangoing vessels, trawlers and 
fishing vessels.

8. Bunkering (Services) Licence

 This licence permits a company to engage 
in the bunkering of oceangoing vessels, 
trawlers and fishing vessels under the 
strict supervision of the Ghana Bunkering 
Services Limited and the Ghana Ports and 
Harbours Authority.

9. Bulk Road Vehicle Inspection Company 
Licence

 A company with this licence is authorised 
to conduct and certify the road worthiness 
of Bulk Road Vehicles (BRVs) engaged in 
the haulage and distribution of petroleum 
products.

10. Bulk Transportation of Petroleum 
Products Licence

The licence authorises a company to oper-
ate as bulk transporter of petroleum prod-
ucts using licensed bulk road vehicles.
11. Calibration of BRV and Underground 
Tanks Licence

The calibration licence authorises a compa-
ny to calibrate Bulk Road Vehicles and 

Underground Storage Tanks for the 
storage of petroleum products.

12. Conventional Buoy Mooring (CBM) & 
Single Point Mooring (SPM) Systems 
Licence

This licence authorises a company to 
develop and operate facilities for the 
offloading of refined petroleum products 
from tanker vessels of capacities up to 
75,000 tonnes (dead weight) into desig-
nated storage facilities. The SPM is for 
offloading crude oil from tanker vessels of 
capacities up to 150,000 tonnes (dead 
weight)

13. Gas Processing Plant Licence

The licence authorises a company to 
procure and process raw gas from the 
Jubilee Fields into Liquefied Petroleum 
Gas (LPG) for sale to companies licensed 
by the Authority to distribute and market 
LPG; and export to any foreign market 
under customs seal.

14. Lubricant Blending (Contract) and 
Marketing Licence

This category of licence authorises a com-
pany to blend for sale to bulk customers 
including Oil Marketing Companies and 
licensed Petroleum Service Providers.  

15. Manufacture of Lubricating Oils 
Licence

This licence authorises a company to own, 
manage, develop and operate lube oil 
manufacturing and blending plants.

16. Non-destructive Test Inspection Servic-
es Company Licence

This licence permits a company to conduct 
non-destructive test (NDT) on petroleum 
product storage tanks.

17. Petroleum Product Tank Cleaning 
Services Licence

The licence authorises a company to 

undertake the mechanical cleaning of 
petroleum/petroleum product storage 
tanks as well as Bulk Road Vehicles (BRVs).

18. Petroleum Product Export Licence
 
This licence authorises a company to 
procure, store and export petroleum prod-
ucts to neighbouring countries under 
customs seal.  

19. Petroleum Product Refinery Licence

A company is authorised by this licence to 
procure and process crude oil into petrole-
um products for sale to companies 
licensed by the Authority to distribute, 
export and market petroleum products; 
any other entity that may be licensed by 
the Authority to procure petroleum prod-
ucts from the refinery; and for export to 
any foreign market.

20. Waste Oil Recycling & Treatment 
Licence

This licence authorises a company to 
collect, haul, store and process waste oils 
and offer the recycled product for sale to 
industries. The licence authorises a compa-
ny to operate a Waste Oil Recycling and 
Treatment Plant.

21. Petroleum Product Retail Station/ LPG 
Refilling Plant Licence

This licence authorises an Oil/LPG Market-
ing Company to operate a petroleum prod-
uct retail station/LPG Refilling Plant and 
offer for sale petroleum products to the 
public through such facilities.

22. Construction Permit

Construction permits are issued to enable 
companies construct petroleum down-
stream related facilities such as storage 
depots, retail outlets, refineries etc. 
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There are more than twenty categories of 
Petroleum Service Providers (PSPs) that 
are licensed by the National Petroleum 
Authority (Authority) to operate in 
Ghana’s petroleum downstream industry. 
The licences and scope include the follow-
ing; 
 
1. Bulk Distribution Company Licence 

This licence authorises a company to 
import crude oil as well as procure, store, 
distribute and sell petroleum products 
wholesale to Oil/LPG Marketing Compa-
nies.

2. Oil Trading Company Licence 

This licence permits a company to engage 
in Oil Trading activities; specifically, to 
procure, import, supply and sell crude oil 
and petroleum products to the refineries, 
BOST and BDCs with the consent of the 
Authority.

3. Oil Marketing Company (OMC) Licence 

The licence authorises a company to 
procure finished petroleum products local-
ly from the BDCs, TOR and BOST for sale to 
bulk customers and the public through 
retail stations and reseller outlets.

4. LPG Marketing Company (LPGMC) 
Licence

A company with this licence is permitted to 
procure, store and sell liquefied petroleum 
gas to bulk customers and the public 
through LPG refilling plants throughout 
the country.

5. Bulk Oil Storage Licence

The licence authorises a company to own, 
manage, develop and operate storage 

depots; rent or lease any of its storage 
depots to any petroleum service provider.

6. Bunkering (Offshore) Licence

This licence authorises a company to 
bunker ocean going vessels, trawlers and 
fishing vessels within the contiguous zone 
of Ghana.

7. Bunkering (Onshore) Licence

The said licence authorises a company to 
engage in the storage, terminalling, deliv-
ering and handling of petroleum products 
to ships, oceangoing vessels, trawlers and 
fishing vessels.

8. Bunkering (Services) Licence

 This licence permits a company to engage 
in the bunkering of oceangoing vessels, 
trawlers and fishing vessels under the 
strict supervision of the Ghana Bunkering 
Services Limited and the Ghana Ports and 
Harbours Authority.

9. Bulk Road Vehicle Inspection Company 
Licence

 A company with this licence is authorised 
to conduct and certify the road worthiness 
of Bulk Road Vehicles (BRVs) engaged in 
the haulage and distribution of petroleum 
products.

10. Bulk Transportation of Petroleum 
Products Licence

The licence authorises a company to oper-
ate as bulk transporter of petroleum prod-
ucts using licensed bulk road vehicles.
11. Calibration of BRV and Underground 
Tanks Licence

The calibration licence authorises a compa-
ny to calibrate Bulk Road Vehicles and 

Underground Storage Tanks for the 
storage of petroleum products.

12. Conventional Buoy Mooring (CBM) & 
Single Point Mooring (SPM) Systems 
Licence

This licence authorises a company to 
develop and operate facilities for the 
offloading of refined petroleum products 
from tanker vessels of capacities up to 
75,000 tonnes (dead weight) into desig-
nated storage facilities. The SPM is for 
offloading crude oil from tanker vessels of 
capacities up to 150,000 tonnes (dead 
weight)

13. Gas Processing Plant Licence

The licence authorises a company to 
procure and process raw gas from the 
Jubilee Fields into Liquefied Petroleum 
Gas (LPG) for sale to companies licensed 
by the Authority to distribute and market 
LPG; and export to any foreign market 
under customs seal.

14. Lubricant Blending (Contract) and 
Marketing Licence

This category of licence authorises a com-
pany to blend for sale to bulk customers 
including Oil Marketing Companies and 
licensed Petroleum Service Providers.  

15. Manufacture of Lubricating Oils 
Licence

This licence authorises a company to own, 
manage, develop and operate lube oil 
manufacturing and blending plants.

16. Non-destructive Test Inspection Servic-
es Company Licence

This licence permits a company to conduct 
non-destructive test (NDT) on petroleum 
product storage tanks.

17. Petroleum Product Tank Cleaning 
Services Licence

The licence authorises a company to 

undertake the mechanical cleaning of 
petroleum/petroleum product storage 
tanks as well as Bulk Road Vehicles (BRVs).

18. Petroleum Product Export Licence
 
This licence authorises a company to 
procure, store and export petroleum prod-
ucts to neighbouring countries under 
customs seal.  

19. Petroleum Product Refinery Licence

A company is authorised by this licence to 
procure and process crude oil into petrole-
um products for sale to companies 
licensed by the Authority to distribute, 
export and market petroleum products; 
any other entity that may be licensed by 
the Authority to procure petroleum prod-
ucts from the refinery; and for export to 
any foreign market.

20. Waste Oil Recycling & Treatment 
Licence

This licence authorises a company to 
collect, haul, store and process waste oils 
and offer the recycled product for sale to 
industries. The licence authorises a compa-
ny to operate a Waste Oil Recycling and 
Treatment Plant.

21. Petroleum Product Retail Station/ LPG 
Refilling Plant Licence

This licence authorises an Oil/LPG Market-
ing Company to operate a petroleum prod-
uct retail station/LPG Refilling Plant and 
offer for sale petroleum products to the 
public through such facilities.

22. Construction Permit

Construction permits are issued to enable 
companies construct petroleum down-
stream related facilities such as storage 
depots, retail outlets, refineries etc. 
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The object of the Authority is to regulate, 
oversee and monitor activities in the petrole-
um downstream industry and where applica-
ble do so in pursuance of the prescribed 
petroleum pricing formula.

To achieve the object, the Authority shall:

(a) monitor ceilings on the price of petrole-
um products in accordance with the 
prescribed petroleum pricing formula

(b) grant licenses to applicants under this Act

(c) maintain a register and keep records and 
data on licenses, petroleum products and 
petroleum marketing service providers

(d) provide guidelines for petroleum market-
ing operations

(e) protect the interests of consumers and 
petroleum service providers

(f) monitor standards of performance and 
quality of the provision of petroleum services

(g) initiate and conduct investigations into 
standards of quality of petroleum products 
offered to consumer

 (h) investigate on a regular basis the opera-
tion of petroleum service providers to ensure 
conformity with best practice and protocols 
in the petroleum downstream industry

(i) promote fair competition amongst petro-
leum service providers

(j) conduct studies relating to the economy, 
efficiency and effectiveness of the down-
stream industry

(k) collect and compile data on:

(i) international and domestic petroleum 
production, supply and demand, (ii) inventory 
of petroleum products, and (iii) pricing of 
petroleum products for the information of the 
public which the Board considers necessary for 
the performance of its functions

(l) periodically review in consultation with 
petroleum service providers the prescribed 
petroleum pricing formula and publish in the 
Gazette the respective formula

(m) publish in the Gazette the ex-refinery 
prices and ex-pump prices of petroleum 
products based on the prescribed petroleum 
pricing formula

(n) monitor daily the import parity price of 
refined petroleum products and publish the 
price periodically in the Gazette

 (o) collaborate with relevant institutions for 
purposes of this Act

(p) oversee open and transparent interna-
tional competitive bidding for the procure-
ment of petroleum products and crude oil

(q) approve charges for the provision of 
petroleum services within the downstream 
industry

(r) monitor and evaluate operations of the 
UPP Fund established under section 62 to 
ensure the achievement of the object of the 
Fund

(s) approve expenditure charge on the fund 
under this Act

 (t) publish in the Gazette user fees for 
monopoly infrastructure and

(u) Perform any other function that is ancil-
lary to the object of the Authority and 
assigned to it under this Act.

Source: National Petroleum Authority Website
                www.npa.gov.gh

OBJECT AND FUNCTIONS OF THE NATIONAL 
PETROLEUM AUTHORITY (ACT 691)
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