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MEMORANDUM TO PARLIAMENT

BY
THE MINISTER FOR FINANCE
ON

THE WAIVER OF IMPORT DUTIES AND APPLICABLE TAXES ON THE PURCHASE OF
MATERIALS AND EQUIPMENT FOR THE IMPLEMENTATION OF THE NATIONAL
ELECTRIFICATION SCHEME (NES) AND THE SELF HELP ELECTRIFICATION
PROGRAMME (SHEP-IV) BY MINISTRY OF ENERGY/ CHINA HUNAN CONSTRUCTION
ENGINEERING GROUP CORPORATION

GOG CONIRACT

\31{\,
..... L) July, 2018
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1.0. ACTION REQUIRED

1.1.  Pariiament is respectfully invited to consider and approve the waiver of
tax liability amounting fo US$25,110,056 equivalent of GHg1 10,742,881.09 on the
purchase of materials and equipment for the electrification of 556 communities
in the Eastern, Volta and Northemn Regions, phase [, under the Nationdl
Flechification Scheme {NES) and the Self Help Eectiification Programme (SHEP-
IV} by China Hunan Construction Engineering Group Corporation under the

auspices of the Ministry of Energy.

1.2. At its Twenty-fifth meeting held on Thursday, 28" June, 2018, Cabinet
considered and approved the request for tax exempfions as indicated above

for consideration of Parliament.

2.0. BACKGROUND TO THE PROJECT

2.1. A major objective of the Government's poverly reduction and growth
agenda is the extension of electricity infrastructure to support the operation of
productive ventures, social projects and activities, especially in rural areas. The

vehicle for attaining this objective is the National Electrification Scheme [NES).

2.2. The NES which commenced in 1990 aims at extending the reach of refiable
electricity supply to all parts of the counfry over o 30—yeor period.
Complementary 1o the NES is the Self-Help Electrification Programme (SHEP),
under which communities which are within 20km radius of an existing medium
voltage (MV) network, and which have provided the requisite Low Voltage (LV|
electic poles; .and have wired at least one third (1/3}) of the houses are

gudlified to be connected to the national electricity grid.

2.3. So far, over 5000 communities in Ghana have been connected 1o the
national electricity grid under the NES and SHEP since their commencement in

1990. Consequently, the access rate fo electricity in Ghana has increased from




about 15% of the population at the inception of the NES to the current level of

84.1%

2.4. Al its Twenty-Ninth Sitting of the First Meeting held on Monday, 14"
March, 2016, Parliament approved by Resolution the Commercial conifract
between the Government of the Republic of Ghana and China Hunan
Conshuction Engineering Group Corporation for an amount of US$92,000,000.00
for the supply and erection of electrical materials and equipment for the
electification of 554 communities in the Eastern, Volta and Northern Regions,

phase |, under the Nafional Electrification Scheme (NES) and the Self Help

Electrification Programme (SHEP-IV).

3.0, TAX ASSESSMENT
3.1. The Ghana Revenue Authority has assessed the applicable taxes, duties

and levies fo be waived on the project. Gross taxes and duties on materials
and equipment was estimated at  US$25,110,056  {equivalent  of

GHg110,742,881.09]). The breakdown is shown in the iable beiow.

TAX ASSESSMENT
IMPORTER:MINISTRY OF ENERGYATUNAN CONSTRUCTION/SELE-HELP ELECTRIFICATION PROGRAMME
. CIF il Imp. | Eeo. | ., TOTAL {Exchane| TOTAL
Description of Tt i . ¢ pAE
eserptosflens QY e g (P8 MOy e | BT ey | hete | Ga)
TOTALImpors  |Vaross | 7091530 et o] 30T soimes| e asaiogse] 4 03] 1074288109

4.0 JUSTIFICATION FOR TAX EXEMPTION

4.1. Under the provisions of the financing Agreement, Section 6, Articles 12 to
13.3 and of the commercial agreement, puts the burden of taxes on the

project related materials and equipment on the employer (Govermnment).

4.1.  Asindicated in paragraph 2.4 above, Parliament has approved the loan

and commercial Agreements which debars the use of the proceeds of the loan

in the payment of taxes.

PARUIENT 0F GHAtA LBRARY| Page 3

4
IR R wreame




4.2. Accordingly, per Articte 174(2) of the 1992 Constitution the Tax Liabilities on

equipment and materials has to be submitted to Parliament for consideration

and approval.

5.0 CONCLUSION

5.1. To ensure that the Government's objective of universal access to reliable
electricity is achieved by the year 2020, Pariament is respectfully requested io
consider and approve the  waiver of the tax liabilities amounting to
US$25,110,056 (eqguivalent of GHS110,742,881.09) on equipment and materials

being imported for the implementation of SHEP-IV and Nationat Electrification

KEN OFORI-ATTA
{MINISTER FOR FINANCE)

Scheme (NES) project.

ATTACHMENTS:

Pariamentary Memo

Cabinef approval

Parlicmentary Approvals for the Credit /Commercial Agreement
Relevant sessions of Commercial Contract Agreement

Tax Assessment

o G

Public Procurement Authority letter
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FCCRA,
L O302-20 16652

REPUBLIC CE-GHANA

Ilf POR'

R_'Z‘.QJ‘"“"“ FOR THE WAIVER OF

PURCEASE OF MA.LERIALJS AND EQUIPHMENT FOR THE ELECTRIFICATION OF 555

COMMUNITIES TN THE EASTERN, VOLTE A¥D NORTHERN REGICONS, PERSE 1,‘

UMDER THE NATIONAL ELECTRIFICATION SCHEME (NES) AND THE SELF HELP
. ELECTRIFTCATION PROGRAMME (SHERP-IV}

e

June, 2018 considered & report o
Matters on the above Memorandum submitted by the HMinister fox

Cabinet at its Thirty-sixth meeting held on Thursday, 2830
f the Cabinet Committee on Economic
Fin

Z. The Memorandum reguested Cabinet to approve and recowmmend o
Pariiament, the waiver of tax liabilities amounting to Twenty-five
million, one hundred and ten thousand, and f'fty~51> United States
Dollars <{USD25,110,0%6}, ecguivalent of GHS110,742,881.0¢9 for the
purchase of materials and equ1pment for the electrification of five

{ n the Eastern, Volia zand

a
- Lo g e 2 1 .
Flectriflcaition Schems

remme {(SHEP-IV).

wne revision of the list - of benefi s
Tor Finance ana Energy it &ls recomunenced Lhe Memorandum to
Perlizment for consideration.
£ T should ke grateful if you could
cecasion iy Cabinet

HZON FPOR ESRGEY
THE BOn POR FIRANCE

cc: Chief of &taff
Secretarv to the

4y
ohie




SUPPORTING DOCUMENTS
FOR TAX EXEMPTION

Northern, Eastern and Volta Regions Electrification Programme

Employer: Ministry of Energy
Contractor: Hunan Const. Eng. Group Co., Limited
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I cass of reply the manber
and date of this Ietwr shonld

be quated

Parliament House -~ Accra (Ghana)

R CF A ' ‘
THE HON. MINISTER, /ﬁgjﬂ“{’\;\
VINISTRY OF MINISTRY OF FINANCE {5 Rerewes X

apre
ACCRA. W 2 j DEC ‘Eiﬁx /{? )

Hon. Minister,

COMMERCIAL LOAN AGREEMENT BETWEEN THE GOVERNMENT OF THE
REPUBLIC OF GHANA AND STANDARD CHARTERED BANK GHANA
LIMITED FOR AN AMOUNT OF THIRTEEN MILLION, FIGHT HUNDRED AND
SIXTY-NINE THOUSAND UNITED STATES DOLLARS {U5513,869,000.00)}
TO FINANCE THE SUPPLY AND ERECTION OF ELECTRICAL MATERIALS
AND EQUIPMENT EQR THE ELECTRIFICATION OF 556 COMMUNITIES 1IN

THE NORTHERN, EASTERN AND VOLYA REGIONS, PHASE-1

parliament at its Thirty-Third Sitting of the Third Meeting held on Wednesday, 234
December 2015, approved by Resolution the Commercial Loan Agreement befween
the Government of the Republic of Ghana and Standard Chartered Bank Ghana
Limited for an amount of Thirteen Million, Eight Hundred and Sixty-Nine Thousand
United States Dollars (US$13,869,000.00) to finance the supply and erection of
electrical materials and equipment for the electrification of 556 communities in the
Northern, Fastern and Volta Regions, Phase-1.

[ am directed to forward to you the text of the Resolution as follows:

WHEREAS

1, By the provisions of article 181 of the Constitution and Sections 3 and
7 of the Loans Act, 1970 (Act 335), the terms and conditions of any
loan raised by the Government of the Republic of Ghana on behalf of
itself or any public institution or authority shall not come info
operation unless the said terms and conditions have been laid before
parliament and approved by a Resolution of Parliament;

2. pursuant to the provisions of the said article 181 of the Constitution
and Sections 3 and 7 of the Loans Act, 1970 (Act 335), at the request
of the Government of the Republic Ghana acting through the Minister
responsible for Finance, there has been laid before Parliament the
terms and conditions of a Commercial Loan Agreement between the
Government of the Republic of Ghana and Standard Chartered Bank
Ghana Limited for an amount of Thirteen Million, Fight Hundred and
Sixty-Nine Thousand United States Dollars {US$13,869,000.00) to
finance the supply and evection of electrical materials and equipment
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. 'l ¥ Telophone No. 864184 (#lines)
riv Ref &@p’f{ / ’Q 53 Lb g Fax Na, 665937 .






Parliament House - Accra (Ghana)

. ‘ / A5 Telephone No. 564184 (dlines)

. 13 } . ‘

In case of roply the number iy Ref, Ko, g;{?f /Z I ? Far ?va 6{50‘;7 .

and dute of this letter should - EI‘ZQ . b -
. }’om.ﬂ'f - - .20 :

B guioted

THE HON. MINISTER, %‘k GF r;i\, N
MINISTRY OF MINISTRY OF FINANCE f/a / Rm‘m i R
ACCRA. i( Kg y DEC 2815 %Ji‘

\f?CCRA RA-GRATE

Hon, Minister,

CREDIT FACILITY AGREEMENT BETWEEN THE GOVERNMENT OF THE
REPUBLIC OF GHANA AND INDUSTRIAL COMMERCIAL BANK OF CHINA
{ICBCY LIMITED FOR AN AMOUNT OF EIGHTY-FIVE MILLION UNITED

' STATES DOLLARS (US$85.000,000.00), TO FINANCE THE SUPPLY AND

ERECTION OF ELECTRICAL MATERIALS AND EQUIPMENT FOR THE
ELECTRIFICATION OF 556 COMMUNITIES IN THE NORTHERN, EASTERN
AND VOLTA REGIONS, PHASE-1

parliament at its Thirty-Third Sitting of the Third Meeting held on Wednesday, 23"
December 2015, approved by Resolution the Credit Facility Agreement batween the
Government of the Republic of Ghana and Industrial Commercial Bank Of China
(ICBC) Limited for an amount of Eighty-Five Million United States Dollars
(1J5$85,000,000.00), to finance the supply and erection of electrical materials and
equipment for the electrification of 556 communities in the Northern, Eastern and
Volta Regions, Phase-1.

I am directed to forward to you the text of the Resolution as follows:

WHEREAS
1. By the provisions of article 181 of the Constitution and Sections 3 and

7 of the Loans Act, 1970 (Act 335), the terms and conditions of any
loan raised by the Government of the Republic of Ghana on behalf of
itself or any public institution or authority shall not come into
operation unless the said terms and conditions have been laid before
Parliament and approved by a Resolution of Parliament;

2. Pursuant to the provisions of the said article 181 of the Constitution
and Sections 3 and 7 of the Loans Act, 1970 {Act 335), at the request
of the Government of the Republic Ghana acting through the Minister
responsible for Finance, there has been laid before Parliament the
terms and conditions of a Credit Facility Agreement between the
Government of the Bepublic of Ghana and Industrial Commercial Bank
Of China (ICBC) Limited for an amount of Eighty-Five Million United
States Dollars (US$85,000,000.00), to finance the supply and erection

of electrical materials and equipment for the electrification of 556

communities in the Northern, Eastern and Volta, Phase-1.
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THE HON. MINISTER,
MINISTRY OF POWIR
ACCRA,

Hon, Minister,

COMMERCIAL CONTRACT BETWEEN THE GOVERNMENT OF THE REPUBLEC
OF GHANA AND CHINA HUNAN CONSTRUCTION ENGINEERING GRQUP
CORPORATION FOR AN AMOUNT OF U$$92.000,000.00 {(NINETY-TWO
MILLION UNITED STATES DOLLARS) IN RESPECT OF THE SUPPLY AND
ERECTION OF ELECTRICAL MATERIALS AND EQUIPMENT FOR THE
ELECTRIFICATION OF 556 COMMUNITIES IN THE EASTERN, VOLTA AND
NORTHERN REGIONS, PHASE

Parliament at its Twenby-Ninth Sitting of the First Meeling held on Monday, 149
March 2016, approved by Resciution the Commercial Conifraclt belween the
Government of the Republic of Ghana and China Hunan Consiruction Engineering
Groun Corporation for an amount of US$ES2,000,000.00 (N inety-two Million United
States Dollars) in respect of the supply and ereclion of electrical materials and
equipment for the electrification of 556 communities in the Easlom, Volte and
Northern Regions, Phase 1

I am directed to forward to you the text of the Resolution as follows:
WHEREAS

1. By the provisions of Article 181(5) of the Cons Utu{ion the terms and
conaitions of any intemational business or cconomic {ransaction o
which the Gevernment of Ghana is a party shall not come into
operation untess the sald tarms and condilions have been laid before
Parliament and approved by Parliament by a Resolution suppaorted by
the votes of a majority of all Members of Parliament; ‘

2. Pursuant fo the provisions of the said Acticle 181(5) of the
Constitution, and at the request of the Government of Ghana acting
through the Minister responsible for Power, there has been laid before

Parfiament the terms and conditions of a Commercial Contract

between the Government of the Republic of Ghana and China Hunan
Construction  Engineering Group Corporation for an amount of
1J5$92,600,000.00 {(Ninetv-two  Million United  States  Dollars) in
respect of the supply and erection of electrical materials and

. "_‘_,‘;‘;-:Z‘;'.."_-.‘{



