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EXECUTIVE SUMMARY
Ghana started implementing EITI programme in the mining sector in 2003. Over the years, activities of the Ghana EITI process have been expanded to include Sub-National Reporting and the Oil/Gas sector after Ghana discovered oil in 2008. Since its inception, the Ghana process has been instrumental in driving some significant fiscal reforms in both mining and oil/Gas sector.

In addition, through its consistent advocacy and stakeholder engagements, the Ghana EITI process succeeded in ensuring that revision of the companies Amended Act, Act 920, 2016 Section 27& 33 took on board provisions on beneficial ownership. 

The International EITI Secretariat strives to bring continuous value to EITI implementing countries by constantly reviewing its requirement to strengthen reporting, accountability and transparency in the management of a country’s natural resources. This effort is aimed at ultimately ensuring that proceed from natural resources are used for the collective good of citizens, reduction in poverty and for improved social and economic outcomes for implementing countries.

In line with the above, Ghana and 4 other countries namely, Albania, Chad, Indonesia and Nigeria have committed to pilot the inclusion of commodity trading reporting in their respective EITI processes. Commodity trading for the extractive sectors address disclosure of relevant information on the sale of the state’s share of production of oil, gas and minerals mostly received in-kind by host governments. This move is significant because commodities trading in oil, gas, minerals and metals is accounting for approximately 50% of total revenues earned annually by natural resource rich governments. In addition, it is estimated that about 80% of the world’s petroleum reserves are controlled by State Owned Enterprises (SoE). The need to throw more light on commodity trading activities of resource rich countries remains key in the quest for improved transparency because many SoEs receive their share of the country’s commodities in-Kind.

Even though such transaction may be reported within industry or government, such information is usually not available to the public or subjected to any independent value for money audits. The undisclosed nature of trading in commodities could be an avenue for mismanagement and corruption. It is for this reason that the EITI, is initiating processes to improve on the reporting, disclosures and accountability mechanism in instance where commodity trading occur between companies and the governments of resource rich countries such as Ghana.

In view of the above, a Technical Round table meeting was organised by the Ghana EITI to bring key partners from government, Civil Society, industry and other stakeholders to  educate, update  and consult on how to start Ghana’s effort will incorporate issues on commodity trading in its EITI process. The 2-day event was held in Accra, Ghana from 27th to 28th of June, 2017.  In attendance were partners from the EITI International Secretariat and UK.

This effort by the Ghana EITI is another bold step aimed at pushing the boundaries of transparency in the way the country’s natural resources are managed and accounted for. The process if successfully implemented will be a positive demonstration of the Government’s vision to reduce perception or existence of public sector corruption. It will be another good governance step taken by Ghana and shall strengthen good governance, accountability and public confidence in the way Ghana’s natural resources are managed.
1.0 INTRODUCTION
The Technical Round Table meeting was organised by the Ghana EITI to bring key partners from Government, Civil Society, Industry and other key stakeholders to educate, update and consult on how to start Ghana’s effort to include commodity trading in its EITI process. The 2-day event was held in Accra, Ghana from 27th to 28th of June, 2017. It had in attendance partners from the EITI International Secretariat and UK.

The Coordinator of GHEITI,  Mr. M. B. Abdul-Razak started the session with some brief remarks. He informed the gathering that venturing into commodity trading in the extractive sector for Ghana was new and hence the need for a technical round table to shade light on why Ghana’s EITI should consider expanding its current processes to include commodity trading. He further indicated that, because the issues on commodity trading in the extractives are still evolving, resource persons had joined the group from the UK and Norway to share experiences on best practices and also provide a guide on how Ghana will take on board issues of commodity trading in the extractive sector.
He informed the group, that Ghana was selected as part of 5 resource endowed countries to pilot the inclusion of commodity trading in the extractive sector to its ongoing EITI activities. 
So far, Ghana has constituted a Commodity Trading working group (CTWG) to spearhead the process in Ghana. The working group is made up of representatives from Industry, relevant Institutions of State, and Civil Society. The GHEIT Secretariat has so far developed a work plan to guide the work of the Commodity Trading Work Group. The work programme developed by the GHEIIT Secretariat has been discussed and approved by the MSG.   

The key outcomes of this Technical Round Table was to review the generic ToR draft, Generic reporting template for commodity trading that can be reviewed and customised to Ghana’s peculiar need. 
1.1 OPENING REMARKS
 In a welcome address of the Chief Director of MoF and also the Chair of Ghana EITI, Mr. Patrick Nomo read on his behalf by the Director for Real Sector, Mr. Frimpong Kwateng-Amaning, he expressed the country’s readiness to include commodity trading in its EITI processes. He commended the gathering for their contribution towards the realization of the set targets. He however, assured industry that the effort is not to witch-hunt Company but rather to help strengthen issues of transparency and accountability in all key sectors of the economy. According to him, the process is not new to industry because they already report on commodity trading activities internally. However, for the purposes of improving transparency it is vital that an independent group such as GHEITI is brought into the space. He also noted the importance of building the capacities of stakeholders in the issues on commodity trading to make them effective participants to open up that area to further scrutiny, improve transparency and promote accountability. He commended GHEITI for leading in advocacy that has accounted for many reforms in the fiscal regimes that govern mining and oil/gas sectors. He also commended GHEITI for their roles in ensuring the inclusion of beneficial ownership in the Companies Amended Act, Act 920, 2016. 
In his concluding remarks, he encouraged participant to leverage on the various expertise available and to move the process forward.

1.2 PRESENTATION BY EITI INTERNATIONAL SECRETARIAT
Mr. Pablo Valvede, thanked GHEITI for creating the opportunity for critical stakeholders to deliberate on how Ghana improves transparency in commodity trading through its pilot. He commended the Ghana EITI process for spearheading some bold reforms beyond the minimum requirement such as the inclusion of Sub-national reporting to the process in Ghana.
He informed gathering, that the international EITI secretariat places a lot of value on the issue of commodity trading. According to him, the current practice where EITI scrutinizes payments made by companies in the extractive sector and the receipts of same by government is good but not enough because it discloses a side of the pie. The other share, which can be significant for some resource rich countries, is their share of the resource taken in-kind and currently outside the domain of EITI in many implementing countries.  
Mr. Pablo shared information on why EITI international is advocating for EITI implementing countries to include commodity trading. According to him, of the current 42 EITI implementing countries, 17 of them have their State Owned Enterprises (SoE) receive their share of the commodity in kind and go ahead to trade share in-kind commodities. He added that such earning can be significant and hence the need to situate such disclosures within the work of EITI globally. It is estimated that between 2011-2013 whereas resource rich government generate a total of $457billion, SoE earn a total of $254billion from oil proceeds alone. 
He reminded the gathering of the 2013 EITI requirements which was expanded to address issues beyond revenue transparency. Section 4.2 provides a guide on areas that should be disclosed. Section 4.2 of the revised EITI requirement states,
 “Where the sale of the state’s share of production or other revenues collected in-kind is material, the government, including state owned enterprises, are required to disclose the volumes sold and revenues received. The published data must be disaggregated by individual buying company…”
The current discussion and pilot of commodity trading within the 5 countries including Ghana is to create avenues for relevant stakeholders to set the parameters that define country specific commodity trading reporting formats. 
He mentioned that stakeholders must situate their discussions on commodity trading to address the critical issues of whether a country is deriving fair values from its natural resource trade. This can be achieved if the two key questions below are covered:

I. Information related to the marketing and sale of those commodities, i.e. Who was the oil sold to? How much was sold? when? For what price? 

II.  Information related to the transfer of the sale proceeds to the budget, i.e. how much was transferred by the government entity selling the oil to government coffers? If not everything, where did the rest of the money go? 
In addition he indicated that to ensure comprehensive and practical reporting on commodity trading transactions, stakeholders must attempt to address the challenges with information on: 
· Selection of the buyers
· Negotiation of the terms of the commodity sale, and
· Revenue collection and transfers
He concluded by reiterating the significance of a commodity trading regime on improving transparency, accountability and good governance in the country’s natural resource management. 
Table 1:1: Dialogue Session1
	DIALOGUE SESSION

	QUESTIONS/ISSUES
	RESPONSE

	A participant wanted to know if citizens should be concerned when pricing discrepancies occur between the reported average annual prices of the SoE and the IoCs, especially when the IoCs tend to record lower values for same product and knowing the impact of such price discrepancies on taxes and reported profits
	One of the expected outcomes for forums like this is for stakeholders to shape and  own the decisions on what to include and what not to include but keeping in mind the value of materiality and relevance

	Why is the International EITI secretariat to advancing the case for resource rich countries to include IoCs in their reporting requirements for Commodity trading
	International Secretariat supports countries to drive their own process


1.3 PRESENTATION II: DR STEVE MANTEAW (ISODEC AND CO-CHAIR GHEITI)

WHY TRANSPARENCY IN COMMODITY TRADING IS IMPORTANT FOR RESOURCE ENDOWED COUNTRIES 
Dr. Manteaw, the civil society representative on the MSG, shared experiences in commodity trading from various African countries that could have delivered more value to the citizens if transparency and disclosure requirement existed in such countries. He used the case of  Zambian Story-(Mopani-Glencore), Ghana Story-(Cirrus-Vitol),  UNIPEC story, Saltpond Crude Oil Story, Anadarko’s refusal to cooperate  and Mispricing of Commodity Trading- The ISODEC Case study to explain his concerns further. He added that, opening the space up for disclosures of vital information on commodities traded for resource rich countries could curtail corruption by addressing some of the fundamental weaknesses in the management of such resources. He further stated that, there is evidence that in the case of Ghana, some commodities that were traded between Ghana and some export parties revealed issues of significant undervaluation, under-pricing and sometimes price fixing.  He encouraged Ghana to embrace global calls for the inclusion of commodity trading disclosures within the Ghana EITI process. He noted that transparent governance environments in the management of the country’s natural resource management will; 

Promote accountability, 

Reinforces the Principal-Agent relationship that underpins the social contract and 

Fosters democratic debate over policy options and for that matter ownership of policy choices;

The need to pilot commodity trading within Ghana’s EITI is a timely call and the MSG must consider the inclusion of the list below in defining its disclosure requirements.

· Marketing Contracts

· Advance Pricing arrangements

· Derivatives/Hedging policy

· Resource backed loan agreements

· Joint venture arrangements

· Sub contracts with SOEs and PEPS. 
Table 1.2: Dialogue Session2 

	THE DIALOGUE SESSIONS

	COMMENTS /QUESTIONS AND ISSUES
	FEEDBACK

	Comments from Rep of SoE-Ghana. 
The need for more transparency is a welcome call and the Ghana EITI MSG must take steps to realize this goal. For the managers of the country’s resources, extending EITI disclosure requirement to include commodities traded will reduce suspicions, misconceptions, and misinterpretation of the rationale behind the decisions of such manager.

	It was recommended that the pilot process should ensure the inclusion of IoCs and NoC

	It was recommended that Ghana should embark on the pilot with caution. Being too ambitious could be challenging in an environment where capacity constraints exist.


1.4 PRESENTATION III- JOSEPH WILLIAMS (NRGI)

COMMODITY TRADING-THE GLOBAL CONTEXT, OPPORTUNITIES AND RISK  & KEY ISSUES TO CONSIDER IN DEVELOPING A COMMODITY TRADING TRANSPARENCY FRAMEWORK (GUIDANCE NOTES AND TEMPLATE) EITI GUIDANCE NOTE 26: REPORTING ON FIRST TRADES IN OIL  

Presentation was delivered jointly by Dr. Nicholas Garrett, CEO of RCS Global and Co-author of the Guidance and Joseph Williams, Governance Programs at NRGI: The focus of their presentation was to sensitize the group on the approved June 2017 reporting guidance notes.

The presenters informed that group that the approved guide has been taken through extensive stakeholder consultations ( E.g RCS Global and NRGI ) and the final version  is informed by inputs and comments from diverse stakeholders. 

The June 2017 reporting guidance notes captures 3 main sections namely;

Section1: A model reporting template on ‘first trades’ of the state’s share in production. This section sets out core and additional data that could be reported to meet EITI standard requirements and allow for the efficient and effective interpretation and utilization of data by third parties. 

Section 2: Reporting contextual information about ‘first trades’. This section identifies the types of contextual information that a government, NOC or EITI Report may disclose, in order to ensure that stakeholders understand the commodity sale process and its role within the wider extractive sector and commodities supply chain. 

Section 3: Reporting on special cases of oil sales. This section identifies several types of special cases of oil sales and offers recommendations for how to report them

 It was mentioned that In line with best practice it will be key for the stakeholders i.e. MSGs, Government(s), SOEs, NoC, IoC, and civil society to capture information that answers the questions:

1.
What type of oil is being sold? 

2.
Who are the buying companies?

3.
What return did the country receive from the sale?

The presentation made it clear that at all times it will remain critical for information to be obtained on commodity traded transactions in two critical areas namely ‘core information’, which includes disclosures required and encouraged by the EITI Standard, and ‘additional information’, which helps third party users of the data determine more effectively whether the country received value for its resources.  According to the Team research had revealed these as areas used in under-pricing, undervaluation and under declarations in earning in many resources rich countries.

They shared the list below as some of the areas that can be considering under core and additional information disclosure requirements.

 ‘Core information’ about the “first trade”, includes:

-
Identification of the seller

-
Oil grade and quality

-
Date of sale

-
Name of buyer

-
Volumes sold 

-
Revenues received

-
Price information 

Cargo by cargo data disclosure requirements are a possibility

•
See table pp. 13 and Annex 1 for ‘additional information’ to be reported

On the disclosure requirements for financial and other data, the guide on to ’How to Report’ articulates that by proving a guide on what can be captured to include;

•
Materiality (p. 10) - Most first trades in oil are likely to be material and should therefore be subject to reporting.

•
Reporting cycle (p. 10) - Current practice suggests that a delay of 12 months would be appropriate and feasible in most cases, and this schedule also aligns with buying companies’ annual reporting cycle. 

•
Reporting mechanism (p. 11) - a) conventional EITI reporting, or b) mainstreamed reporting (preferred)

•
Reconciliation (p. 11) – Verified SOE disclosures or full reconciliation including the buying companies

•
Data accessibility (p. 11) – provision of information in open data format

Blended or mixed sales (p. 12) - Where an MSG opts for granular cargo-by-cargo reporting and drawing on this already available information, the template could be completed with information disaggregated by parcel
Table 1.3: Question and Answers1

	QUESTIONS/ISSUES RAISED
	RESPONSES

	How relevant is selective cargo reporting if we do not do cargo by cargo reporting?
	That is a decision to be made by the Ghana EITI in a forum like this. The year on year aggregation reports that are produced are good source of data 

	For the purposes of providing contractual information, the NoCs are in a better position to provide information rather than other State Agencies
	There is the need for bodies such as EITI to give reports that stand in to close the gaps that may have existed from government and company side.



	The understanding and use of the term confidentiality has been misleading and in most cases misinterpreted to mean concealing public information.

When the RTI Bill is expected to bring sanity in the right to information

The country must be careful how resource backed loans are contracted 
	The issue of confidentiality is relative such that in some cases, a company could be granted a concessionary price under some considerate agreements. In cases like this, when such information get to the public domain, other companies could agitate for similar conditions

Dr. Manteaw is of the view that no information regarding award of contract should be kept secret for any reason, this is because as a country we are reluctant to validate the truth or otherwise for companies that apply for such favours. He cited the case where Ghana hedging petroleum contract royalty was agreed at 2% until the recent upward review to 4%

	The template is designed  to capture information on cash basis but which will not be applicable to the gas sector due to the nature of indebtedness, instead, the use of an accrual basis will be most ideal
	This concern cut across all the EITI countries because the initial template for EITI is on cash basis


1.5 DISCUSSION- AIMS OF THE COMMODITY TRADING PROJECT IN GHANA
This session was moderated by Mr. Nick Garret. The key objective of the panel discussion was to give these companies the opportunity to voice out their activities, their key concerns and share the experiences thereof. The companies were expected to mention where they stand with respect to EITI and the challenges thereof. Ensuring transparency in mining, oil & gas trading activities-Companies prospective Template for Ghana- What should we include.
The technical panel was composed of representatives from Ghana National Petroleum Corporation, Tullow Oil Ghana and Ghana Chamber of Mines.
1. Mr. Dennis Baidoo – GNPC

2. Mr. Kwasi Boateng – Tullow 

3. Mr. Chris Nyarko – Chamber of Mines.

Table 1.4: Oil and Gas Companies Prospective Template for Ghana

	PANELLIST/ COMPANY  & PRESENTATION AND QUESTION

	MR. DENNIS BAIDOO- (GNPC)

	Mr Dennis Baidoo stated the commitment of the GNPC to the EITI and stated the following as steps taken by  GNPC to ensure transparency in its operation:

· Selection of buyers: 

· He indicated that GNPC keeps a data base of all potential partners from whom tenders are taken and the buyer chosen eventually. These include both local and International companies with much emphasis on local content requirements. 

· An evaluation team comprising of a cross section of professionals are responsible for the evaluation based on detail technical and commercial requirement. The evaluation reports are subjected to both internal and external audit processes.

· Ensuring transparency:

· GNPC depends solely on a robust pricing mechanism template designed by EITI which helps in achieving optimum prices for commodities

· PRMA has been used in accounting for revenues as it is well regulated. Detailed reports are also given after which they appear before Parliament to answer to questions on its dealings. Reconciliations are then done afterwards

Challenges 

· Remaining transparent is a lot of work and calls for hard work feeding the EITI template with the needed information/data.

· Real time full disclosure on dealings remains a challenge as some partners may differ on disclosing all details

· Some of the petroleum agreements are in conflict with the PRMA and to a larger extent, poses a challenge in remaining transparent

Discussions, Questions and Answers
· Does GNPC have instances of International partners asking for public disclosure on its operations?
Answer: Mr. Baidoo responded such demands are quite rare but it does happen.
· Mr Nick Garret asked all participants if information was important in commodity trading 

Answer: Mr. Terry Addo of Trafigura mentioned that it is very useful to give out information. He stressed that trading is an information game. The more information you have, the more advantage you have over your competitors and so competitors will normally keep their cards close to their chests.

	MR. KWASI BOATENG- TULLOW OIL GHANA

	Mr. Boateng gave a brief presentation on the both the activity side and the procedure and control side of Tullow Ghana. Tullow does not see these activities just as a transparency requirement but also as a compliant demand. The bulk of Tullow Oil goes to Europe and China.

Discussions, Questions and Answers
· Can you see Tullow going into buying or purchasing of oil?
· What is the stand of Tullow on transparency regarding some of the EITI reporting requirement?

Answer: Tullow is in Ghana on the request of the Government of Ghana and so they are here to partner GNPC. Consequently, Tullow will constantly open up to these requirements and see no conflict in responding to requests as they are here at the request of the government of Ghana.

	MR. CHRIS NYARKO - CHAMBER OF MINES

	Mr. Nyarko informed that the Chamber is composed of companies producing gold and Manganese.  He took participants through the various transparency processes stating from the presence of CEPs Officers on site to ensure transparency. He added that the Chamber has signed onto the GCNet platform for the purposes of transparency.

He continued that after gold/minerals are refined, data on the minerals is brought back into the country for validation. Information such as the number of ounces involved, the purity and the estimated value of the minerals are all recorded in the refinery certificate.

Discussions, Questions and Answers
· Have you considered mechanising the sale process as it sometimes happens informally?

Answer: Mr. Nyarko: It’s worth considering but unfortunately issues of small scale mining are outside the scope of the Chamber. 

· Would you say the new initiative by government to make sure PMMC an independent assayer will support transparency issues?

Answer: Mr. Nyarko indicated that the Chamber is in support of the intervention only that it is worried about its effective implementation. 

· Are the documents on minerals available to the public and can they be published?

Answer: Mr. Nyarko informed that the reports are statutory reports but he is not sure whether they could be published

In conclusion, the chamber of mines assured participants that it is ready to commit to transparency as they are already transparent in their operations.


Table 1.5: Mining Companies Prospective Template for Ghana

	DISCUSSION, QUESTIONS
	RESPONSES 

	Mr. Valderde Pablo took the working group through the template on mining.

	What do you want to achieve in the mining sector with the template?
	WACAM:

Transparency is one of the major concerns for stakeholders and so the template should be able to deepen our concern for transparency issues. The selection of the criteria should also be looked at in the next step 

Harmonization of issues on the Mining companies and the small scale sector
Companies should be seen doing what is right because they care about the environment and the country Ghana 

	Do you see any transparency in the Ghana Gas sector?
	The Constitution of the Country vest different roles in the hands of Ghana Gas Company and GNPC. The current government policy on energy, oil and gas, implies that a lot more agencies will have different roles to play in the energy sector. The gas issue is a little complicated and it will be difficult to get the issues fit into the template. Due to the trading that goes on between the state institutions, there has been an accumulated debt in the sector which in itself could trigger corruption.

	To what extent is information shared in the mining sector?
	ISODEC

The mining sector is highly regulated and so the mining companies furnish the regulators with the information at their disposal and the responsibility lies on the regulator to make the data available. 
Sometimes, there have been issues of discrepancies reported from the buying companies of the minerals and that of the government side. For example, the companies who bought the gold report higher volumes in terms of quantity than what was declared by government
ISODEC

Clarifies that sometimes, these discrepancies occur because sometimes people smuggle the gold out without the approvals

WACAM

Suggested that Ghana can also use other MoV indicators to validate any information provided on the quantities declared and so issues of discrepancy could not be a major concern

	Is there a possibility for mainstreaming and any additional issues to be added to the template going in to the future?
	WACAM
There is the need for a solid roadmap to guide the process so that with time, it will be enshrined in our daily operations (mainstreaming)

	Challenges for GRA to handle transparency issues that need to be captured on the template
	The criteria adopted in handling subsidiary companies is not clear enough
ISODEC

The request should be captured in the EITI requirement for contract agreement and push for it until it becomes law. 


1.6 NEXT SESSION OF PANEL DISCUSSION 

QUESTION: WHAT SHOULD THE TEMPLATE INCLUDE?

Mr. Dennis Baidoo of GNPC hinted that the biggest challenge is the beneficial owner (BO) column information but he is sure the challenge will be surmounted with EITI processes. Mr. Pablo Valverde added that the existing template is not fit for amendment for specific contexts and hence presents a challenge.

NEXT STEPS 

(GHEITI Coordinator)

· The GHEITI Coordinator announced the meeting of the Ghana working group to look at the terms of reference and refer to the major stakeholders.

· Continue to discuss the issues further to enhance understanding of the issues at stake.

· Also suggested to participants to share the information with stakeholders who could not make it for the program.

· Thanked all participants including International secretariat for the knowledge and information transmitted.

1.7 ACTION POINTS ON OIL AND GAS

FOCUS GROUP DISCUSSION ON WHAT STAKEHOLDERS WANT TO ACHIEVE SPECIFICALLY ON TRANSPARENCY IN COMMODITY TRADING 

· Clarification needed on the relationship between GNPC and GNGC with recourse to the sector Minister – Dr. Steve Manteaw

· The effect of sulphur content on commodity pricing as more sulphur debases the quality and pricing of the commodity.

· Type and state of oil must be given a closer look

· Buyers of oil and gas must be published

· Returns the country receives must be published quarterly and what is published must reflect amounts received.

1.8 CONCLUSION AND THE WAY FORWARD 
The National Coordinator of Ghana EITI, Mr. M. B. Abdul-Razak expressed his appreciation on behalf of the EITI Chair and the MSG to partners from the EITI International Secretariat for their technical support and also to the stakeholders for their useful contributions. He added that EITI framework offers a perfect channel to situate this threat to transparency and good governance in the management of Ghana’s resources. He admitted that there was still more work to be done in realising this ambitious task but assured the group of the Secretariat’s readiness to fully take on board commodity trading as one of the key issues in the EITI process in Ghana.  
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