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Ghana’s first commercial oil discovery at Jubilee Field in 2007 created public 
expectations that the country would soon be flush with oil revenues. Ghana 
now has 17 petroleum agreements and produces 180,000 barrels daily, but 
cost audits have suffered from delayed starts, legal ambiguities, overlapping 
audit mandates, deficiencies in necessary expertise, and a lack of 
transparency. Ghana is taking steps to tackle these issues with an 
interagency committee, more frequent auditing, and additional staff, but 
should further strengthen accountability by publishing audits and reporting on 
audit activities and results, as well as by empowering oversight actors to play 
stronger roles, including monitoring the national oil company.  
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OIL AND GAS PROFILE 
The Republic of Ghana is one of Africa’s newer oil- and gas-producing 
countries. Compared with the continent’s better-known petroleum 
producers like Angola and Nigeria, Ghana remains small, with a current 
output of 180,000 barrels per day (bopd).1 Its output is expected to 
increase to 250,000 bopd when Aker’s DWT/CTP block comes onstream 
in 2021. The first commercial discovery was the Jubilee Oil Field in 
2007—with an estimated 700 million barrels (MMbo) of oil and 800 billion 
cubic feet of gas (bcf)—which started production in 2010. The 
Twenneboa, Enyenra, and Ntomme (TEN) Fields (with an estimated 240 
MMbo and 396 bcf of gas) came onstream in late 2016, and the Sankofa 
Field (with an estimated 500 MMbo and 1.45 trillion cubic feet of gas) 
began producing first oil in May 2017 and first gas in August 2018.2  

AUDIT SNAPSHOT 
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LAWS 
 

Cost-auditing rights 
Four sources of law govern cost-auditing rights in Ghana:  

• Section 36 of the Revenue Administration Act (2016) gives the Ghana 
Revenue Authority (GRA) the right to audit oil and gas companies for 
tax purposes. The time limit for audit is six years. 

• Section 16 of the Petroleum Income Tax Law (PITL) (1987) gives the 
GRA the right to assess every person chargeable with tax for any year 
of assessment, provided that is no later than four years from the end 
of the year or quarterly period to which the assessment relates.  

• Section 18.5 of the Model Petroleum Agreement (2000) gives the 
Ghana National Petroleum Corporation (GNPC) the right to review 
and approve all financial statements submitted by the company. 
Section 18.6 gives the GNPC the right to, at its sole expense, have an 
independent national auditing firm carry out an audit of the financial 
information of the company relating to the petroleum operations within 
two years from the contractor’s submission of any report or financial 
statement. The PAs in force have adopted this provision. 

• Section 51(b) of the Petroleum Exploration and Production Act 
(PEPA) (2016) gives the Petroleum Commission (PC) the right to 
supervise or inspect petroleum activities to ensure they are carried out 
in accordance with the act. Specifically, it may inspect, test, or audit 
the works, equipment, operations, records, registers, and financial 
accounts of a licensee, contractor, subcontractor, or the corporation 
that is related to or used in petroleum activities. The PEPA is 
complemented by the Petroleum (Exploration and Production) 
(General) Regulations enacted in June 2018, which provide additional 
detail about contractor (and GNPC) recordkeeping requirements and 
reporting obligations, among other items. 

• Generally, changes to the governing laws since the 2000 Model PA 
might not be reflected in older PAs. An active licensing round 
launched in 2018–2019 will, however, allow Ghana the opportunity to 
clarify any discrepancies between the Model PA and the current legal 
framework for the sector for new projects, and potentially incorporate 
terms that better protect the country’s interest in effective cost 
auditing.3 

Eligible costs 
Because Ghana operates a tax and royalty regime, the common problem 
of aligning recoverable and tax-deductible costs does not occur. 
Notwithstanding, there are three sources of guidance with respect to 
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expenditures eligible for tax deduction: 
 

• The Accounting Guide in Annex Two of the Model Petroleum 
Agreement (2000) outlines all of the exploration, development, and 
production costs eligible for deduction as “shared costs.”4 

• Section 31 of the PITL (1987) includes all the costs under the Model 
PA, plus additional costs that relate exclusively to income tax at the 
partner level—i.e., interest expense, proprietary costs (office and staff 
costs), marketing costs, and bank guarantees. 

• Section 67 of the Income Tax Act (ITA) (2015) includes a list of costs 
eligible for tax deduction.  

The only difference between the ITA and the PITL regarding eligible 
costs is that Section 67(2)(B)(i) of the ITA specifies that deductions will 
be allowable only to the extent that they relate to a source of income in 
Ghana. This is to prevent companies from using costs incurred 
elsewhere to offset income in Ghana. The PITL does not specify this. 

Penalties 
There are no special penalties for ineligible or inflated costs. The 
standard penalty rate for failure to pay tax on the due date is 10 percent, 
plus an additional 10 percent of unpaid tax depending on the delay. In 
the event of a fraudulent tax return, the penalty is double or triple the 
underpayment of tax. Interest is charged at a rate of 5 percent on the tax 
and penalty that remains unpaid.5 All penalties associated with corporate 
income tax (CIT), royalties, and land use payments (“surface rentals”) are 
paid into the Petroleum Holding Fund, and penalties associated with 
withholding and payroll taxes go into the general Consolidated Fund for 
the Ghanaian treasury.6 Penalties are not tax deductible. 

Safeguards for taxpayers 
Part IVA of the Revenue Administration Act (2016) sets up the Taxpayer 
Appeals Department. According to this provision, taxpayers can appeal 
any of the assessments under the relevant laws relating to revenue. 
“Relevant laws” include the ITA, as well as all sector-specific laws that 
cover petroleum taxes.  
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COORDINATION 
 
The roles and responsibilities of the various government agencies in-
volved in cost auditing are clearly specified, but there is considerable 
overlap.  

Petroleum revenue administration in Ghana7 

 

Based on the Revenue Administration Act (2016) and the PITL (1987), 
the Petroleum Unit (PU) of the GRA is responsible for collecting all 
petroleum taxes. While this unit is focused on petroleum revenues, 
questions have been raised about how committed the PU and the GRA 
are to collecting petroleum taxes given that these go into a separate 
Petroleum Holding Fund rather than the Consolidated Fund (at least 
initially); petroleum revenues therefore do not contribute to GRA’s overall 
performance targets. This possible question of incentives could have 
practical impacts on revenue collection from the sector.  

The GNPC was established in 1983.8 It has gone through many 
iterations, largely owing to changes in the political environment. 
According to research by the Oxford Energy Institute, positions in the 
GNPC, particularly the role of chief executive, have always been 
allocated to people close to the president and are among the most 
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prestigious roles in government.9 At present, the GNPC nominally 
receives the royalty, carried interest, and participating interest on behalf 
of the government, but the proceeds are collected by the GRA and 
transferred to the Petroleum Holding Fund. Thus, the GNPC’s current 
role in collecting revenue is quite limited. However, according to the 
Model PA (2000), it is exclusively responsible for regulating the sector. 
Occasionally, the GNPC shares information with the GRA—for example, 
in relation to the calculation of surface rentals and the location of 
companies—but this is not systematic.10 It is possible that the GNPC 
feels unable to share information because of Section 24(2) of the 
Petroleum Commission Act (2011), according to which, “six months after 
the commencement of this Act, the GNPC shall cease to exercise any 
advisory function in relation to the regulation and management of the 
utilization of petroleum resources and the coordination of policy in 
relation to that function.” While this does not preclude the GNPC from 
sharing information, it may create some resistance. The Petroleum 
Commission may wish to revise the provision so as to expressly require 
GNPC to share JV audit reports, as well as other relevant information. 

The Petroleum Commission Act of 2011 established the PC as the 
regulator of all upstream activities. The main activities performed by the 
PC include reviewing and monitoring the Plan of Development and Plan 
of Work. There have been reports, however, that the PC lacks autonomy 
and is bypassed by the Ministry of Energy in decision-making, particularly 
when new PAs are signed.11 The PC has a better working relationship 
with the GRA than with GNPC. The GRA has noted that in the past it has 
occasionally requested the PC to break down costs claimed by 
companies so it can better determine the appropriate tax treatment.12 

Companies have expressed frustration with the lack of coordination 
between the GRA and the PC when it comes to auditing costs and 
requesting information from companies. Often similar information is 
requested in different formats from different entities, while at the same 
time government agencies do not always share information with each 
other (e.g., the PC has not always shared geophysical cost data with the 
GRA).13 This situation appears to be improving with the introduction of a 
new interagency taskforce—the Multi-Agency Petroleum Revenue 
Committee (MAPERC)—which comprises the GRA, the PC, the Ministry 
of Finance, the Ministry of Energy, and the Bank of Ghana.  

The aim of MAPERC is to coordinate and share information according to 
each institution’s mandate. The Ministry of Finance is the lead agency.14 
The committee is required to meet quarterly. An online platform is being 
set up to facilitate information sharing. Part of the process of designing 
the platform is to harmonize reporting templates. The committee has met 
only a couple of times so far, and while it may be too early to conclude 
whether it is effective, initial indications suggest that it has promoted 
improved coordination, though it could be strengthened with committed 
funding and formal legal status. MAPERC is currently being driven by the 
UK aid–funded Ghana Oil and Gas for Inclusive Growth (GOGIG) 
program, which has continued funding until the end of 2019; thus, there 
is a risk that the committee may not be sustainable over the longer 
term.15 
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CAPACITY 
 

Staff numbers and expertise  
The PU at the GRA has a total of 19 staff; 3 are administrative; 1 is a 
petroleum chemist, and the rest are qualified accountants.16 It has 
received trainings sponsored by the World Bank, Deutsche Gesellschaft 
für Internationale Zusammenarbeit (GIZ, the German development 
cooperation agency), GOGIG, and the Integrated Social Development 
Centre (ISODEC), a public policy research and advocacy organization.17 
Notwithstanding, the PU struggles to keep up with technical changes in 
the industry and lacks benchmark data to verify costs. The deputy 
commissioner for the Large Taxpayer’s Office (LTO) is currently looking 
for consultants to work alongside the unit.18  

The PC has some expertise; even so, experts suggest that the PU has 
been reluctant to accept the PC’s assistance or involve it in joint audits, 
for example.19 The GNPC is said to have competence and strong 
knowledge of the sector but is less transparent than the other institutions 
involved in petroleum cost auditing in Ghana.20 The GNPC unfortunately 
declined to be interviewed or provide comments on this study. 

Risk-based audit strategies 
The GRA’s Large Taxpayer Audit Manual includes a risk matrix for 
selecting taxpayers for tax audits. Some of the indicators include filing 
rate, payments, and frequency of audit, as well as substantive issues 
such as director’s fees and technical fees.21 In future, the PU plans to 
develop a sector-specific framework for risk assessment.22 In principle, 
the PU has capacity to conduct desk-based audits of all the companies 
each because as they are few in number, making risk assessment is less 
critical. Risk assessment will become increasingly important, however, as 
the sector grows and there is a need to prioritize limited audit resources.  
 

INFORMATION 
 

The GRA and PC have the power to request information from 
companies. The ITA imposes penalties for failing to maintain and submit 
a tax return. The GRA recently transitioned to automated tax returns, 
which should make risk assessment much easier. According to Sections 
54 and 55 of the PEPA Act (2016), the PC has authority to request 
regular reporting and period information they want at different intervals. It 
is expected that the new regulations will elaborate on these powers. 
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According to Ghana’s Transfer Pricing Regulations (2012), all taxpayers 
must keep transfer-pricing documentation and make it available to the 
GRA upon request. In addition, taxpayers are required to automatically 
submit an annual transfer-pricing return form detailing any transactions 
between related parties, along with their annual tax return. This approach 
balances the need for regular oversight of related-party transactions with 
the need to prevent the GRA from being overwhelmed by unnecessary 
information. 

Ghana signed the OECD Convention on Mutual Administrative 
Assistance in Tax Matters in 2011. This should mean it can access 
country-by-country reports—a reporting format established by the OECD 
requiring multinational companies to break down their financial results for 
each jurisdiction they operate in. So far, the GRA has not exchanged tax 
information with other countries (i.e., “Exchange of Information”), but it 
has signed a Tax Information Exchange Agreement with Liberia and has 
17 Double Tax Agreements that include information exchange provisions.  
 

TIMEFRAME 
 

There have been two comprehensive, field-based tax audits of the 
Jubilee Field (Tullow Oil) in 2014 (for 2010 to 2014), and 2018 (2016 to 
2018) and one of the TEN Field (Tullow Oil) in 2018.23 The Sankofa Field 
(ENI) has not yet been subject to a field-based tax audit given that 
production started only in 2017.24 However, the GRA has audited its pre-
production costs as required by Section 65 of the Income Tax Act. All 
other PAs are in either the exploration or pre-development phase and 
have been subject to annual desk-based tax audits so far. 

According to the PU, all tax audits in the oil sector have resulted in 
adjustments, primarily related to costs. The table that follows sets out the 
total amount of corporate income tax paid by upstream oil and gas 
companies between 2015 and 2017. This amount is broken down 
between companies’ self-assessed tax payments and the additional 
amount assessed by the GRA as a result of auditing, as well as any 
interest charged.25 It is not known how much of the assessed tax has 
been collected, although an experienced petroleum tax expert in Ghana 
said it is usually 45–50 percent.26  



 

 11 

Assessed tax in Ghana’s oil sector (2015 to 2017)27 

 

The PU raised some additional preliminary assessments, but these were 
resolved and hence are not reflected in the table above. For example, the 
PU sought to limit the oil and gas companies’ amount of debt relative to 
equity according to the 2:1 ratio in the Internal Revenue Act (2000). The 
companies claimed this rule did not apply because under Section 41 of 
the PITL (1987), they could seek an exemption.28 According to the PU, 
the companies had not sought an exemption, which would have required 
parliamentary approval.29 Ultimately the political leadership intervened,30 
and GRA and the JV partners settled the audit issues amicably,31 
allegedly by not applying the limit under the Internal Revenue Act (2000) 
for prior years but confirming that starting in 2016 companies must 
comply with the rule in the Income Tax Act (2015), which increased the 
debt-to-equity cap from 2:1 ratio to a 3:1 ratio.32  

While the PU has been carrying out tax audits, civil society is concerned 
that these are too infrequent and reactive and has also stressed the 
potential value of auditing as a deterrent to corporate tax avoidance. 
According to a civil society representative, “You don't audit because you 
see problems. You audit to make sure things are going as planned…and 
so companies know you're not sleeping.”33 The IMF agrees, saying, 
“There is significant scope to make potentially large revenue gains from 
enforcing current legislation, for example by executing costs audits to 
detect possible profit shifting by companies in these sectors.”34 There 
have been significant audit delays. For example, the GRA only 
completed the 2011 to 2014 tax assessment of Tullow Oil in 2016. 
However, given that it was the first comprehensive tax audit in the oil and 
gas sector and that it raised interpretation issues regarding ring-fencing 
(i.e., the allocation of costs between different fields controlled by the 
same contracting parties), it is perhaps unsurprising that it took additional 
time. The GRA has noted that resolving the issues in that audit was an 
iterative process, but that now that the process is complete, new tax 
audits will begin soon.35 
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Pre-approval of expenditures 
There are procedures for government pre-approval of companies’ 
expenditures. Section 27 of the PEPA Act (2016) states that where a 
discovery is declared commercial, the company must submit to the 
Ministry of Energy (in practice, the PC) a plan of development and 
operation, including detailed information on proposed expenditures. The 
company cannot proceed without approval from the PC. The right to pre-
approve costs is a valuable opportunity to revise or disallow expenditures 
before they would be incurred rather than later during auditing. For 
example, the PC refused to approve a second floating, storage, and 
production offshore (FPSO) unit for Tullow Oil.  (Tullow disputes this 
characterization of the role of the Petroleum Commission in the decision 
to avoid a second FPSO and maintains that the decision was based on 
work Tullow carried out as the operator that did not support the business 
case for a second FPSO, rather than on the work of the Petroleum 
Commission or GNPC.36)  Instead the PC suggested that the operator tie 
back the Mahogany, Teak, and Akasa Field to the existing FPSO at 
Jubilee Field. This approach saved $1 billion in costs, representing $300 
million in additional corporate income tax.37 
 

ACCOUNTABILITY  
 

Regulation of the national oil company 
Currently, the GNPC is a partner in several upstream joint ventures but 
not as an operator in its own right. One day it may become a contractor, 
and at that time, per Section 11 of the PEPA, it will be taxed and audited 
just as other companies are.38 Currently the GNPC pays payroll taxes but 
not corporate income tax or royalties.39 The reason is that it holds the 
carried and additional equity interests in name of the government and 
therefore has no income of its own; it is financed by budgetary transfers. 
It is, however, audited by the Auditor General (see Ghana Audit Service 
discussion below), which has limited knowledge of the GNPC’s 
operations and outsources the audit to an accounting firm. 

Oversight institutions 
The Ghana Audit Service is Ghana’s supreme audit institution. It has a 
mandate to monitor all government auditing, including cost auditing, but 
in practice lacks the capacity. Based on the 2016 audit report, it seems 
the Audit Service is limited to verifying whether transfers of petroleum 
revenues between government funds were correctly recorded,40 although 
staff say they also reconcile production figures and the revenues 
reported by the GRA with what comes into the annual budget.41 Going 
forward, the Ghana Audit Service intends to build its extractive industry 
capacity; it has begun setting up an Extractive Industries Unit and 
received initial training from the International Organization of Supreme 



 

 13 

Audit Institutions (INTOSAI) Working Group on the Audit of Extractive 
Industries (WGEI). In the future, it would like to examine companies’ 
payments to government rather than just the transfers of government 
revenues, in collaboration with the Ghana Extractive Industry 
Transparency Initiative (GHEITI)42 as well as the GRA and the PC. 

Parliament could potentially provide additional oversight for the sector, 
but one prominent lawyer who has closely followed the oil sector’s 
development said that Parliament lacks the technical expertise to 
adequately monitor petroleum revenue administration.43 This view was 
endorsed by a local NGO, which said that the Parliamentary 
Subcommittee on Mines and Energy has low capacity, never discusses 
financial information, and does not conduct studies but relies on 
government agencies and civil society organizations.44  

Fortunately, Ghana does have a Public Interest and Accountability 
Committee (PIAC), an independent statutory body mandated to promote 
transparency and accountability in the management of petroleum 
revenues in Ghana, which can also inform Parliament. The Committee 
was set up in 2011 under Section 51 of the PRMA. PIAC produces a 
semi-annual and annual report that covers production, revenue collection 
and management, and distribution and use of petroleum revenues.45 
PIAC does not audit costs, but it has the power to review the 
performance of the GRA and other agencies in the context of assessing 
revenue collection and management. There is no public reporting by any 
government agency of cost-auditing activity or results. 
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further information, or visit www.oxfam.org 

Oxfam America (www.oxfamamerica.org)  
Oxfam Australia (www.oxfam.org.au)  
Oxfam-in-Belgium (www.oxfamsol.be)  
Oxfam Brasil (www.oxfam.org.br) 
Oxfam Canada (www.oxfam.ca)  
Oxfam France (www.oxfamfrance.org)  
Oxfam Germany (www.oxfam.de)  
Oxfam GB (www.oxfam.org.uk)  
Oxfam Hong Kong (www.oxfam.org.hk)  
Oxfam IBIS (Denmark) (www.oxfamibis.dk) 

Observer: 
KEDV (Oxfam Turkey) 

Oxfam India (www.oxfamindia.org) 
Oxfam Intermón (Spain) (www.oxfamintermon.org)  
Oxfam Ireland (www.oxfamireland.org)  
Oxfam Italy (www.oxfamitalia.org) 
Oxfam Mexico (www.oxfammexico.org)  
Oxfam New Zealand (www.oxfam.org.nz)  
Oxfam Novib (Netherlands) (www.oxfamnovib.nl)  
Oxfam Québec (www.oxfam.qc.ca) 
Oxfam South Africa (www.oxfam.org.za) 

 

 




