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Private and confidential
The President

The Office of the President
The Government of Ghana
Jubilee House

Kanda, Accra

Attention: Honourable Madam Frema Osei-Opare (Mrs) — Chief of Staff
27 March 2024

Dear Madam,

Investigation Report — Audit of Revenue Assurance Contracts and
Transactions Between Ghana Revenue Authority (“GRA”) and Strategic
Mobilisation Ghana Limited (“SML”)

We are pleased to submit our final report of factual findings in respect of the
above subject matter.

The report has been prepared in accordance with the scope of work outlined in
our engagement letter dated 12 January 2024 and is subject in all respects to the
terms and conditions of that engagement letter.

To the extent that this report includes recommendations to address gaps and
issues identified in the course of this assignment, the Office of the President
(“O0P”) shall be solely responsible for all implementation decisions and for any
future action with respect to all matters covered in this report. Our
recommendations on the proposed resolution options are not to be construed as
legal advice and have not considered the impact of applicable laws.

Please note that we have performed the procedures we consider appropriate in
the circumstances, as we were not required to, and did not perform a statutory
financial statements audit of SML, GRA and/or Ministry of Finance (“MoF”).
Accordingly, we do not express an audit or similar opinion on the information
contained in this final report. We are also not required to, and did not perform any
of the following:

1. Conduct a trial and/or inquiry in the course of the assignment.
2. Act as a tribunal, commission of inquiry or in a judicial or quasi-judicial role.

© 2024 KPMG a partnership established under Ghanaian law and a member firm of the KPMG global organisation of independent
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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3. Perform any adjudicatory function whatsoever in the course of the assignment,
and/or

4. Conduct any exercise with a view to determining whether any person was guilty
or innocent of any offence.

This report, including the information contained herein, is intended solely for use by
OOP. The report shall not be quoted, referred to or transmitted to any other party, in
whole or in part, without the expressed prior written consent of KPMG in Ghana
(“KPMG”). The responsibility for the security of any electronic distribution of this
report remains that of OOP.

In no event will KPMG be held liable for any loss, damage, cost, or expense
whatsoever and however caused, incurred, sustained, or arising in respect of this
report. OOP will indemnify and hold harmless KPMG, its partners and personnel
against all actions, proceedings and claims brought and threatened and all loss,
damage, cost, or expenses relating thereto, in anyway arising out of or in connection
with, the grant of access to this report, except where such loss, damage, cost or
expense is finally determined to have resulted from wilful misconduct or gross neglect
on our part.

We thank you for the opportunity to be of service to you on this engagement.

Yours faithfully,

oy

Andrew Akoto
Partner

1. Lutterodt
A.O.Akoto
F. Dennis
L. Amidu K. S. Barnich
S Aluko C. Atsu-Djadou
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J Conditions of Use

This report is made by KPMG in Ghana (“KPMG”), a partnership established under Ghanaian law and a member firm of the KPMG global organisation of
independent member firms affiliated with KPMG International Limited (“KPMG International”), a private English company limited by guarantee. KPMG International

provides no client services. No member firm has any authority to obligate or bind KPMG International or any other member firm vis-a-vis third parties, nor does
KPMG International have any such authority to obligate or bind any member firm.

KPMG provided the Office of the President (“OOP”) with oral presentations on the progress and status of work done during the course of this assignment.

However, KPMG’s final report shall take precedence in any circumstances. No reliance should be placed by the OOP on any oral, interim, or draft reports, advice,
or presentations.
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1. Glossary of Terms{/3)

We have listed in the table below, descriptions and explanations of terms and abbreviations used in this report. However, these descriptions and explanations serve to
clarify the report and are not intended to be authoritative. Positions/designations are as of the date of this report, unless otherwise indicated.

AC Assistant Commissioner Cost, Insurance and Freight
Act 663 as amended Public Procurement Act, 2003 (Act 663) as amended COLA Crude Oil Lifting Agreement
AGO Automotive Gas Oil Constitution 1992 Constitution of Ghana
AOE Additional Oil Entitlement CTSB Customs Technical Services Bureau
APD Accra Plains Depot cv Curriculum Vitae
ARO Assistant Revenue Officer CVRM Classification, Valuation and Risk Management
ATG Automatic Tank Gauge DC Deputy Commissioner (GRA)
ATK Aviation Tank Kerosene DPA Downstream Petroleum Audit
BDC Bulk Distribution Company EMMS Electronic Metering Management System
BoE Bill of Entry EPA Environmental Protection Agency
BoG Bank of Ghana ERDMS Enterprise Relational Database Management System
BOST Bulk Oil Storage and Transportation Company ESLA Energy Sector Levy Act
BRV Bulk Road Vehicle EY Ernst and Young
CBOD Chamber of Bulk Oil Distributors FCU Financial Control Unit
CCVR Customs Classification and Valuation Report FOB Free on Board
CEO Chief Executive Officer FPSO Floating Production Storage and Offloading
CG Commissioner-General GCM Ghana Chamber of Mines
KPMG e e e e e s St (G cortcri |



1. Glossary of Terms/?

GCMS
GNPC
GoG
GRA
GRA Act
GSA
GUPC
HS
ICUMS
IDF
I0C
KIA

L.l

L.I 2246

LCS
LPG
MC

MIIF

KPMG

Ghana Customs Management System
Ghana National Petroleum Commission
Government of Ghana

Ghana Revenue Authority

Ghana Revenue Authority Act, 2009 (Act 791)
Ghana Standards Authority

Ghana Upstream Petroleum Chamber
Harmonised System

Integrated Customs Management System
Import Declaration Form

Integrated Oil Company

Kotoka International Airport

Legislative Instrument

Petroleum (Exploration and Production) (Measurement)
Regulations, 2016 (L.I. 2246)

Least Cost Selection
Liquefied Petroleum Gas
Minerals Commission

Minerals Income Investment Fund

MoF
MoLNR
NPA
NPA Act
NSP
NTL
OCR
omMC
OOP
ORC
PA

PC

PC Act
PCA
PFMA

PFMR 2020
PMMC

© 2024 KPMG a partnership established under Ghanaian law and a member firm of the KPMG global organisation of independent
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

Ministry of Energy

Ministry of Finance

Ministry of Lands and Natural Resources
National Petroleum Authority

National Petroleum Authority Act, 2005 (Act 691)
National Service Personnel

Nationwide Technologies Limited

Optical Character Recognition

Oil Marketing Company

Office of the President

Office of the Registrar of Companies
Petroleum Agreement

Petroleum Commission

Petroleum Commission Act, 2011 (Act 821)
Post Clearance Audit

Public Financial Management Act, 2016 (Act 921)

Public Financial Management (Public Investment
Management) Regulations, 2020 (L.I. 2411)

Precious Minerals Marketing Company

Document Classification: KPMG Confidential |
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1.Glossary of Terms'#/3)

Premium Motor Spirit Tender Evaluation Panel
QBS Quality Based Selection TFC Tema Fuel Company
QCBS Quality and Cost Based Selection TOR Tema Oil Company
QOTL Quantum Oil Terminals Limited TRB Tender Review Board
RA Act Revenue Administration Act, 2016 (Act 915) TTF Tema Tank Farm
RACE Revenue Assurance and Compliance Enforcement TVAS Transaction Value Assessment System
RFO Residual Fuel Oil ViM Value for Money
RO Revenue Officer We KPMG
ROI Return on Investment West Blue West Blue Ghana Limited
RPMU Research Planning Monitoring Unit WTO World Trade Organisation
RTU Remote Terminal Unit
SBCQ Selection Based on Consultant’s Qualification
SFB Selection under Fixed Budget
SMEL Strategic Mobilisation Enhancement Limited (Defunct)
SML Strategic Mobilisation Ghana Limited

Software used by SML for transaction price audit i.e.

SM-OPS e .
classification and valuation of goods
SSD Support Service Division of GRA
SSS Single Source Selection
m © 2024 KPMG a partnership established under Ghanaian law and a member firm of the KPMG global organisation of independent Document Classification: KPMG Confidential | 8
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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Executive summary

2.1Engagement Background, Objective and Scope

11 Background

The President of the Republic of Ghana, in a
letter dated 29 December 2023, appointed
KPMG to conduct an audit of the contracts and
related transactions between Ghana Revenue
Authority (“GRA”) and Strategic Mobilisation
Ghana Limited (“SML”). KPMG subsequently
engaged the Office of the President (“OOP”) on
12 January 2024.

This follows a public discussion of the subject
matter that the contracts may not have been in
the interest of the State.

Our understanding is that the contracts

were intended to enhance revenue assurance
in the downstream and upstream petroleum
sectors, as well as the minerals and metals
resource value chain.

7™ =\

_Objective

The overall objective of the engagement is for
KPMG to review the work and activities of SML in
relation to the contracts with GRA, and assess the
propriety of procurement and contracting
processes as well as the appropriateness of cost
value analysis in the performance of the contracts

KPMG

Assess the appropriateness of the
contracting methodology, verifying
compliance with legal standards and
industry best practices in the procurement
process for the selection of SML

Evaluate the degree of alignment between
current activities and the stipulated
contract scope, identifying any deviations

Evaluate the value or benefit that SML
has so far offered to the GRA through
this engagement

Review the financial arrangements, including
pricing structures, payment terms and
resolution of any financial compliance issues

Submit a report on findings on the above
together with appropriate
recommendations.

2

Ed

El Scone 0"’ work Below is a summary of the approach adopted in executing this assignment. We:

Ascertain the rationale or needs
assessment performed prior to the contract
approval by GRA and assess how the
arrangement aligns with specific needs

Engaged key stakeholders to understand the various contracts between
GRA and SML and the relevant services reportedly provided by SML.

Reviewed documents provided by SML and GRA and performed
walkthrough tests to confirm our understanding of working arrangements
and the respective responsibilities of the parties.

Evaluated the sourcing and contracting processes leading to the
selection of SML, ascertaining alignment with applicable procurement
laws and regulations.

Conducted background checks both desktop and the Office of the
Registrar of Companies (“ORC”) on SML, reviewing its business and
operating model to assess its qualifications to deliver on the contracted
services.

Analysed the costs expended and revenues accruing to GRA, to
determine the value or benefits derived from the engagement with SML.

Identified and discussed observations, gaps and recommendations with
relevant stakeholders.

10



Executive summary

2.2 Evolution of Gontracts with SML

The illustration below depicts the evolution of contracts between GRA and SMLz221,

2018

2019

2020

Initial Transaction
Audit Service Contract
(Contract 1)

Initial Transaction
Audit Service
Contract Extension
(Contract 2)

Contract for
Additional Service
(Contract 3)

First Consolidation
(Contract 4) and
DPA (Contract 5)

Addendum to the
Downstream
Petroleum Audit
Contract (Contract 6)

v
-

2023

Consolidation of
Revenue Assurance
Services Contract
(Contract 7)

SMEL was incorporated on 14
February 2017. During the period
16 June and 14 September 2017,
GRA made three (3) unsuccessful
attempts to obtain PPA’s approval
to single source SMEL to provide
transaction audit services. On 22
November 2017, SMEL changed its
name to SML.

On 1 June 2018, SML was
appointed a subcontractor to West
Blue Ghana Ltd. (WBG”). WBG at
the time was a service provider to

GRA.

Contract
term

7 months subject to
extension

GRA extended the
transaction audit service
contract with SML.

SML then transitioned to
become main contractor
without PPA approval.

1 January

1 month extension
subject to renewal

GRA and SML entered into
the Contract for additional
services to extend the scope
of services under the
contract signed on 1
January 2019 to include
external verification services
to GRA’s Customs
Technical Services Bureau
(“CTSB”).

Same duration as provided in
the Contract Extension
Agreement

GRA and SML entered into
the first consolidated
contract, merging the initial
two (2) transaction audit
services and external price
verification contracts into
one contract.

On the same date, GRA and
SML entered into another
contract for the provision of
Downstream Petroleum
Audit. (DPA — Contract 5)

3 October

5 years subject to
extension

SML and GRA established
an addendum to the
Downstream Petroleum
Audit contract.

The addendum amended
the pricing basis from CIF to
the volume of petroleum
products lifted.

In line with Contract 5

MoF, GRA and SML
consolidated the First
Consolidation contract and
Downstream Petroleum Audit
contract and extended the
scope of SML services, to
include upstream petroleum
and minerals audits.

25 October

5 years

0.1% of the Cost Insurance
and Freight (“CIF”) value of
Customs Classification and
Valuation Reports (“‘CCVR”)
generated at pre-arrival.

Contract

fees

0.1% of the CIF value of
CCVRs generated at pre-
arrival.

Additional 0.07% of the CIF
value of CCVRs generated at
pre-arrival yielding a total fee
of 0.17% of CIF value of the

CCVR generated at pre-
arrival.

generated at pre-arrival.

Value of petroleum products for

0.17% of the CIF value of CCVRs

1% of the CIF of the Total Volume

national domestic supply per month.

GHCO0.05 per litre of the total
volume of refined petroleum
products lifted per month.

i. US$0.75 per barrel of petroleum

products per month; and

ii. 0.75% of the total volume value of
mineral resources exported per

month

221 0ne (1) of the 7 contracts involved MoF as a contracting party 5

| 11



Executive summary

2.3 Summary of Key Findings: Needs Assessment (/2

I2.3.1 Rationale for Procurement of Services without Needs Assessment

Section 21 of the Public Procurement Act, 2003 (Act 663) as amended with Act 914 (“Act 663 as amended”) requires a procuring entity to prepare a procurement plan to
support its approved programme. The Act does not explicitly require a needs assessment to be performed by the procuring entity.

Nevertheless, the World Bank Guide to Assessing Needs (2012) and the Chartered Institute of Procurement and Supply’s 13-point Procurement Cycle recommends that
entities should:

1. Conduct a needs assessment, i.e., a systematic study of a problem or innovation, incorporating data and opinions from varied sources, to make effective decisions or
recommendations about what should happen next

2. Define the problem to be solved, which may be part of an entity’s procurement plan or may be a collection of source materials used to build the procurement
requirements.

We enquired from MoF and GRA to ascertain and understand policy directions, needs assessment/ feasibility studies/ proposals that were performed or submitted, enabling
GRA to execute contracts with SML.

The responses we received from MoF and GRA were premised on the case that, independent third-party monitoring of liftings would enhance petroleum revenue, given
prevailing operational inefficiencies, particularly in price verification of imported goods and the monitoring of downstream petroleum products liftings, payment reconciliation
and general sense of tax leakages. This same perception of revenue loss from leakages in the upstream petroleum and the minerals sectors prompted the expansion of the
scope of the contracts to cover these sectors as well.

These concerns and challenges that influenced the various contracts with SML were however not technically analysed, documented, nor discussed by GRA with relevant
state agencies if any, to adopt a common solution to address the perceived lapses in the classification and valuation of imported goods, price verification of imported goods,
downstream, upstream petroleum and minerals sectors, for an inter-ministerial/ agency approach towards a coordinated resolution.

EHEE | 12



Executive summary

2.3 Summary of Key Findings: Needs Assessment (%2

I2.3.1 Rationale for Procurement of Services without Structured Needs Assessment (Cont’d)

In the absence of a specifically commissioned and purposed needs assessment report, we sighted pockets of standalone industry analysis and reports, which were issued

post GRA'’s contracting date with SML that provided elements of expressed needs. These reports which highlighted the existence of challenges and tax revenue losses in
the petroleum downstream sector included:

a) The 2018 Ghana Chamber of Bulk Qil Distributors (“CBOD”) industry reports indicated under-reporting of revenue in the downstream sector.

b) Ernst and Young (“EY”) audit report issued in May 2021, which was commissioned by GRA to study potential revenue leakages in the downstream petroleum sector for
the period 2016 to 2018, established key findings on revenue shortfalls within the downstream sector. The EY report highlighted key findings such as:

i.  Inconsistencies in reported petroleum liftings by the National Petroleum Authority (“NPA”), GRA and Depots
ii. No interface of GRA (GCNet) and NPA systems

iii. Lack of a computerised data collection system at the point of petroleum lifting

iv. Lack of a standardised reconciliation reporting of petroleum imports to petroleum sales.

c) The Revenue Assurance and Compliance Enforcement (“RACE”) of the MoF, whose 2023 report cited under-declaration of taxes in the downstream petroleum and
mining sectors.

In respect of the need to extend monitoring services to the upstream and minerals sector, there was no evidence that a technical needs assessment was performed by
GRA, nor was an evaluation of the performance of SML at the downstream petroleum sector carried out to inform the expansion of services to those sectors.

Furthermore, we obtained annual relevant budgets and procurement plans from GRA to ascertain whether the nature of services contracted with SML were budgeted and

planned for. From our review of the annual budget and procurement plans for the years 2018, 2019 and 2023, we did not sight evidence that the services contracted with
SML were budgeted for or included in GRA’s procurement plans.

EHEE | 13



Executive summary

2.4 Summary of Key Findings: Contracting Methodology U/

I2.4.1 Contracting SML for Provision of Services without the Approval of the Public Procurement Authority (PPA)
Act 663 as amended provides that a procurement entity may, under specified conditions, procure/contract for goods and services under a single source arrangement. The
Act further provides that a single source arrangement must receive prior approval from Public Procurement Authority (PPA).

GRA on three (3) separate occasions sought PPA approval to contract the then SMEL using the single source method, specifically on 16 June 2017, 1 August 2017 and 14
September 2017 for the provision of transaction audit services. PPA declined all the three (3) separate requests on the grounds of SMEL’s lack of capacity and prior
experience in providing the subject matter services. SMEL changed its name to SML on 22 November 2017.

West Blue Ghana Limited (West Blue) under a contract with GRA dated 4 August 2015 was providing technical services with respect to the implementation and support of
the National Single Window project. On 1 June 2018, SML was appointed a subcontractor to West Blue Ghana Ltd, a then service provider to GRA to provide transaction
audit services for a seven (7) month period ending 31 December 2018.

On 1 January 2019, GRA executed without PPA’s approval, an extended transaction audit services agreement with SML, renewable on a monthly basis, following the
expiration of West Blue’s contract and SML'’s subcontract agreement on 31 December 2018.

GRA entered into six (6) service agreements with SML, utilising the single-source method without obtaining approval from PPA, as outlined below:
a) Transaction Audit Services — 1 June 2018

b) Contract Extension — 1 January 2019

c) External Price Verification Services — 1 April 2019

d) Consolidation Services Agreement (Transaction Audit & External Verification Services) — 3 October 2019

e) Measurement Audit of Downstream Petroleum Products — 3 October 2019

f) Addendum to Measurement Audit for Downstream Petroleum Products Agreement — 29 July 2020.

EHEE | 14



Executive summary

2.4 Summary of Key Findings: Contracting Methodology ©/°

I2.4.1 Contracting SML for Provision of Services without the Approval of the Public Procurement Authority (PPA) (Cont’d)

Evidently, GRA executed the above contracts with SML in breach of Act 663 as amended.

On 28 July 2020, as part of regularising the contracts executed above, GRA, under a new leadership, disclosed the above breaches to PPA and sought PPA’s ratification.
On 27 August 2020, PPA granted ratification to GRA to cover the contracts based on the recommendations from an internal investigation commissioned by PPA to
understand the circumstances surrounding GRA contracting SML without prior PPA approval.

I2.4.2 No Evidence of Parliamentary Approval for Award of Multi-Year Contracts

Section 33 of the Public Financial Management Act, 2016 (Act 921) (“PFMA”), provides that an entity must seek ministerial and parliamentary approval when it is entering
into an agreement with financial commitments that binds the Government of Ghana (“GoG”) for more than one (1) year. The PFMA requires the manner of the parliamentary
approval to follow compliance with Article 181 of the 1992 Constitution of Ghana (“Constitution”), which sets out provisions of parliamentary approval for long-term loans.

Article 181 states that agreements entered into under this Article shall not come into operation unless it is approved by parliament.

The Consolidation Services Agreement (3 October 2019), Measurement of Downstream Petroleum Products (3 October 2019) and Addendum to Measurement Audit for
Downstream Petroleum Product Agreement (29 July 2020) were executed between GRA and SML, for a period of 5 years each.

The Revenue Assurance Agreement signed on 25 October 2023, with a five (5) year term, identifies GoG as a party to the contract and refers to the Ministry of Finance
(“MoF”) (through whom GoG acts) and GRA jointly and collectively as the client. We noted that all financial obligations stated in the contract are the responsibility of the
client. Consequently, the contract binds the GoG, and according to the PFMA, both parliamentary approval and the written approval of the Minister for Finance were
necessary to enter into this agreement. However, we did not sight evidence of parliamentary approval for the contract as mandated by the PFMA.

EHEE | 15
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2.4 Summary of Key Findings: Contracting Methodology ©/°

I 2.4.3 Contracting without GRA Board’s Consideration and Approval

The GRA Act, Section 5 (a) provides that the Board shall ensure the proper and effective performance of the functions of the Authority, and includes the supervision and
monitoring of the Authority in the performance of its functions. The functions of the Authority, under sections 3 (a) and 3 (d) include assessing and collecting taxes and
combating tax fraud and evasion.

The Corporate Governance Manual for Governing Boards/Councils of The Ghana Public Services (Sections 4.1.4 and B (d)) provides among other matters, that GoG’s long-
term interests are served and ensure critical review of all proposals and other issues. On the basis of the above, it is expected that the management of GRA would inform
and seek the Board’s approval for key activities including contracts with significant financial commitments.

There is no evidence that the contracts GRA signed with SML in 2018 and 2019 were submitted to the Board for deliberation and approval. The projects underlining the
contract signed in 2023 on the other hand were submitted to the Board for approval.

GRA clarified that, in this context, the Principal Spending Officer holds the responsibility for approving contracts. Furthermore, the current GRA Board has established a
threshold of GHC 4 million for the value of significant projects requiring the Board's approval.
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2.5 Summary of Key Findings: Contract Performance, Value or Benefits /14

I 2.5.1.1 Key Insights from Stakeholder Engagements

KPMG engaged various stakeholders within the petroleum and mining sectors to gain an understanding of the value derived from the services provided by SML and the level
of stakeholder engagement relating to the contract, among others. We gathered insights through in-person interviews and an anonymous survey deployed via Microsoft
Forms.

In-Person Interviews

Following interviews with ten (10) key stakeholders from the petroleum and mining sectors including key regulators such as MoE and MoLNR, we observed that stakeholders
in these sectors who play a vital role in the industry and would be instrumental to the overall success of the project, were not engaged prior to the execution of the
consolidated revenue assurance contract. For instance, in the upstream petroleum sector, the MoE, PC, and GNPC were not consulted before the contract was awarded,
while in the mining sector, the MoLNR and MC were also not consulted. However, some stakeholders, including the GCM, MIIF and PMMC, were invited to a stakeholder
engagement meeting by GRA, but only after the contract had already been awarded in 2023. The absence of input from key stakeholders within the industry risks
overlooking crucial insights and expertise for effective industry regulation and decision-making.

Furthermore, stakeholders in both the petroleum and mining sectors emphasised the effectiveness of existing revenue control measures prior to engagement of SML, i.e., in
the petroleum sector, entities like PC and NPA play crucial roles, while in mining, stakeholders such as PMMC are central to revenue control. Consequently, most participants
perceived SML's services as potentially redundant in both sectors, adding additional costs to the State without significant value addition.

Anonymous Surveys

The anonymous survey revealed that 62% of respondents believed their industry lacked sufficient engagement before SML's services were rolled out. Similarly, 62%
expressed dissatisfaction about their involvement in the implementation of the SML system. Stakeholders noted that most engagements with GRA occurred post-contract
finalisation, focusing on SML integration. Respondents reporting low engagement levels were mainly from the upstream, downstream and regulatory sectors.

EHEE | 17
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2.5 Summary of Key Findings: Contract Performance, Value or Benefits /14

I 2.5.1.1 Key Insights from Stakeholder Engagements (cont’d)

Regarding the downstream sector, respondents had varying opinions on the value of SML's services with a majority (57%) indicating that no value was provided. Some
respondents believed that SML's work duplicated existing efforts, while others noted that SML improved volume assurance and increased revenue. Additionally, 62% of
respondents were unsure if the cost of SML's services justified the value it provided in the upstream petroleum, downstream petroleum and mining sectors. Those who
responded negatively noted that SML did not offer substantial additional value to existing revenue control measures, while those who responded positively indicated that SML
improved operational efficiency and reduced revenue leaks.

Overall, 38% of respondents observed existing institutions and systems in place that provide similar services as SML in both sectors. These include GRA through Customs
and the ICUMS, the PC, the NPA through the ERMDS, and PMMC. These institutions are already mandated by law to oversee and regulate various aspects of revenue
monitoring and assurance within the mining, downstream and upstream petroleum sectors. The recognition of these existing systems suggests that stakeholders perceive
redundancy with SML’s services and this was evident in their responses regarding the value provided by SML.
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2.5 Summary of Key Findings: Gontract Performance, Value or Benefits /14

I 2.5.2 Transaction Audit Services (Contract 1 & 4: 1 January 2019 — 2 January 2024)

Transaction Audit Services involve validation of the assigned classification and valuation of imported goods for purposes of determining the importer’s declaration and the
related taxes to be paid. Between 1 June 2018 and 2 October 2019, the transaction audit services required SML to conduct a reassessment of the classification and
valuation of import transactions using the CCVR data and report the outcome to the Post-Clearance Audit (“PCA”) unit of GRA for the purpose of identification of mis-
classification and mis-valuation by the GRA team. For this period, SML submitted eight (8) out of the expected fifteen (15) reports. GRA officials however, could not confirm
that the seven (7) outstanding reports were received, to evidence SML’s performance of the service.

From 3 October 2019, the transaction audit service required SML to provide assurance over the importers’ declaration on Import Declaration Form (“IDF”) data and compare
with classification and valuation performed by GRA to identify differences, if any. However, per twenty five (25) out of fifty one (51) reports submitted, SML used the CCVR
data for reassessments instead of IDF data for the audit as required by the change in contractual terms. SML explained that though they had severally requested to be

granted access to interface its system with that of GRA’s, their request was yet to be granted. Consequently, SML continued to audit the CCVRs contrary to the service
requirement to audit the IDF data before the issuance of the CCVR.

We noted that GRA did not institute monitoring and evaluation processes to assess the performance of the service and hold its personnel and SML accountable for non-
performance.

Based on the analysis above, we noted that SML delivered partially on the service requirements. Given the observations above, GRA may not have obtained all the expected
benefits from the service.
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2.5 Summary of Key Findings: Contract Performance, Value or Benefits 4/4

I2.5.3 External Price Verification Services (Contract 3 & 4: 1 April 2019 — 2 January 2024)

The external price verification services require SML to make available an external pricing database and conduct market research to assist the GRA in accessing current
prices of imported goods. SML claimed to have granted CTSB access to the Transaction Value Assessment System (TVAS) and stationed two (2) staff members at CTSB
during January 2020. However, due to COVID, these staff members were withdrawn and reassigned in April 2020. CTSB confirmed the presence of two (2) SML staff and
their access to TVAS for pricing information for the period January 2020 and April 2020. However, concerns were raised regarding the reliability of SML's pricing information
as CTSB perceived the prices as inflated or deflated.

In May 2020, GRA implemented the Integrated Customs Management System (“ICUMS?”), a system that facilitates classification and valuation of imported goods. ICUMS
has inbuilt capabilities to interface with external price verification among other functions. The introduction of ICUMS created a duplication of external price databases and
research services which were offered by SML. For the period 1 April 2019 to 31 December 2019 and April 2020 to 2 January 2024, SML and GRA did not provide evidence
of offering and utilising external price verification services respectively.

On 23 May 2023, SML provided TVAS system training for current CTSB officials and in December 2023, delivered computers to aid GRA’s external price verification
activities.

Based on the analysis above, we noted that SML delivered partially on the service requirements. Given the observations above, GRA may not have obtained all the
expected benefits from the service.
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2.5 Summary of Key Findings: Gontract Performance, Value or Benefits ©/14

I 2.5.4.1 Measurement Audit for Downstream Petroleum (Contract 5: Period from 3 October 2019 — 2 Jan 2024)

The measurement audit for Downstream Petroleum required SML to deploy an end-to-end Electronic Metering Management System (“EMMS”) to measure and monitor
petroleum products delivered to and lifted from the Bulk Distribution Companies (“BDCs”). The assessment of the key performance requirements are set out below:

Obligations Performance

+ SML has performed this obligation as they deployed an EMMS for twenty-four (24) depots except
Sentuo Oil Refinery (which was recently commissioned) and Old Bauxite Jetty (which has been
classified as not secure by GRA).

2.5.4.1.1 Develop and Implement an Electronic Metering
Management System

* SML has partially performed this obligation as SML is currently measuring and monitoring petroleum
2.5.4.1.2 Measuring, monitoring, and digitalising the entire liftings with the flow meters in 16 out of 26 depots per the data reviewed. In addition, SML had
delivery chain deployed staff in twenty-four (24) depots to scan the waybills. However, SML does not measure and
monitor Residual Fuel Oil (RFO) because of its high temperature and viscosity.

+ SML has partially performed this obligation as although SML has flowmeters on the inlet pipes, the
measurement and readings are not reliable due to the apparent use of water to either cleanse the
pipelines or drive the delivery of products as it is delivered to the depots. As a workaround, SML has
began the installation of Automatic Tank Gauges (“ATG”) to continuously monitor volumes delivered
and stored in the tanks. SML has deployed ATGs in five (5) out of twenty-six (26) depots. The
installation was ongoing until the time of the suspension of services.

2.5.4.1.3 |dentify quantities of petroleum products delivered to
the Bulk Distribution Companies’ depots per day/month and
report on same to GRA on a daily, and monthly basis

2.5.4.1.4. The parties agreed that the terms and conditions of the
contract be subjected to an independent Value for Money (“VfM”)
Assessment at any given time during the pendency of the
agreement

2.5.4.1.5 Both parties agreed to review the performance of SML
and its technology systems, no later than 30 days after the first | « GRA did not perform this obligation under the contract.
two-year period from the effective date of the contract
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performed for the period of the contract.
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I 2.5.4.2a Value Contribution from SML

In determining the value GRA has derived from SML, we assessed the value from the following three perspectives:

1. Quantitative increment in volumes lifted and reported to GRA: Based on our analysis, we determined an incremental volume of 1.7 billion litres for the period 1 May
2020 to 31 December 2023 amounting to 38.6 litres per month.

2. Incremental tax revenue: Based on our analysis, we determined an incremental tax revenue of GHC 2.45 billion for the period 1 May 2020 to 31 December 2023. This
works out to approximately GH(C55.68 million per month. The net fee (net of taxes) paid to SML for the same period was GHC 720 million (monthly average of
GHC16.36 million) which constitutes 29.41% of the incremental tax revenue.

3. Qualitative benefits:

a) SML conducts 24/7 electronic real-time monitoring of the outflow and partial monitoring of inflows of petroleum products at depots where SML has its flowmeters and
ATGs installed and operationalised. This ensures that movement of petroleum products outside the depots can be identified and accounted for and also serves as a
deterrent for under-declarations.

b) SML conducts six (6) levels of reconciliation to identify avenues that may cause revenue losses to GRA and share discrepancy reports for GRA to follow up on gaps
noted:
i.  SML readings vs Petroleum volumes lifted
ii. SML volumes vs Waybills, Purchase Orders, ICUMS volumes (Four-way reconciliation)
ii. ICUMS volumes vs Waybills
iv. OMC lifted amounts in ICUMS vs BoEs (Bill of Entry)
v. OMC Lifted amounts in ICUMS vs Tax paid/Ghana.Gov
vi. OMCs with pending liabilities still lifting/OMC Balance

c) For outflows, SML has installed flowmeters at 24 out of 26 depots, which serve as an alternate source for GRA to be able to determine quantities of petroleum products
lifted at these locations, distinct from the volumes recorded by NPA and GRA in ERDMS and ICUMS, respectively. As of December 31, 2023, SML had flowmeter
readings for 16 out of 24 depots representing 76% of total petroleum products lifted.

d) SML'’s scanning and storing of approved waybills from 1 February 2022 serves as a digital archive for GRA for easy retrieval of approved waybills. This is an
improvement of GRA’s existing process, where approved waybills were stored in sacks at its physical archive location.
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2.5.4.2b Measurement Audit for Downstream Petroleum: Quantitative Analysis - Determination of Pre—SML Volumes of Petroleum Liftings
(1 Jan 2018 — 30 April 2020)

SML indicated that the commencement of its revenue assurance operations in the downstream petroleum sector has led to an increase of approximately 200 million litres
from an average annual volume of about 250 million litres being lifted (pre-SML) and reported to GRA to approximately 450 million litres (SML- era) representing total gains

of approximately GH€12.9 billion in value. We performed independent analysis to ascertain the veracity of this claim.
2.5.4.2b-1 Annual Volumes

Variance (NPA — GRA) Variance (NPA — ESLA)

Period . GRA i . e .
million litres million litres million litres
2018 Not Available 3,598 4,259 Not Available 661
2019 2,815 4,205 4,537 1,722 332
1 May 2019 — 30 April 2020 2,847 4,176 4,500 | 1,653 324
2.5.4.2b-2 Average Monthly Volumes
GRA Variance (NPA — GRA) Variance (NPA — ESLA)
million litres million litres million litres million litres
2018 Not Available 300 355 Not Available 55
2019 235 350 378 143 28
1 May 2019 — 30 April 2020 237 348 375 138 27

GRA - Data issued by GRA as declared liftings.
ESLA — Data reported by GRA to Parliament through MoF as Petroleum liftings on which levy was applied

NPA — Data published by NPA as product liftings
Our analysis is based on volumes of liftings provided by GRA and NPA for three (3) top petroleum products, namely, Premium Motor Spirit, Automotive Gas Oil and Liquefied Petroleum

Gas which collectively contribute a significant 90% of petroleum tax revenues.

GRA was unable to provide system-generated petroleum liftings data for the period 1 January 2018 — 30 April 2020 for our verification, as that period was covered by the
Ghana Customs Management System (“GCMS”) system, which was not in use at the time of our investigation. GRA therefore asserted that prior to the commencement of SML’s
operations in May 2020, annual and monthly average of petroleum liftings were 2,847 million litres and 237 million litres respectively. According to GRA, this data is based on

declarations by taxpayers. ‘
23
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I 2.5.4.2c Measurement Audit for Downstream Petroleum: Determination of Pre-SML Volumes of Petroleum lifting (1 Jan 2018 — 30 April
2020) (Cont’d)

We, further noted that the declared data by GRA when compared with ESLA data and NPA published data was inconsistent with the other two datasets.

ESLA data originates from GRA. Ordinarily, ESLA data should be lower than that of GRA as it excludes liftings for re-export, export and transit. We however found that GRA
declared data constituted 68% of ESLA data. In addition, independent data from NPA was significantly inconsistent with GRA declared data but substantially aligned with ESLA's
dataset.

From the above analysis, GRA's declared dataset is significantly inconsistent with the two (2) other datasets (ESLA and NPA) that are meant to be complementary. Consequently,
we have assessed the data provided by GRA as inaccurate and incomplete.

On the basis of the above analysis, we have placed reliance on the ESLA data as the most reliable source of GRA petroleum product liftings data available for the pre-SML period.

I 2.5.4.2d Determination of SML - era Volumes of Petroleum Liftings (1 May 2020 — 31 December 2023)
Table 2.5.4.2d-1 Comparison of Product Liftings recorded by NPA and GRA (Pre-SML)

GRA ESLA NPA
million litres million litres million litres
Annual Monthly Average Annual Monthly Average Annual Monthly Average
1 May — 31 Dec 2020 3,410 426 3,260 408 3,412 427
1 Jan — 31 Dec 2021 5,240 437 5,119 427 5,240 437
1 Jan — 31 Dec 2022 5,160 430 4,234* 385* 5,151 429
1 Jan — 31 Dec 2023 5,512 459 Not Available Not Available 5,511 459

GRA - Data issued by GRA from ICUMS

ESLA — Data reported by GRA to Parliament through MoF as Petroleum liftings on which levy was applied

NPA - Data published by NPA as product liftings

* ESLA data for Jan — Dec 2022 does not include December 2022 petroleum liftings as these will be published in the ESLA 2023 report.

From May 2020 (SML- era), the reported liftings by GRA are substantially consistent with NPA and ESLA datasets (minimal differences were noted).
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I2.5.4.2e Cross-sectional Comparability of Product Liftings between NPA and GRA (Pre-SML and SML- era)

A cross-sectional comparability of volumes of petroleum product lifting datasets for GRA and NPA for both the pre-SML and SML- era periods are shown in the table below.

Table 2.5.4.2e-1 Comparison of Product Liftings recorded by NPA and GRA (Pre-SML and SML- era)

GRA ESLA NPA
(million litres) (million litres) (million litres)
Annual Annual Annual

1 Jan 2018 — 31 Dec 2018 Not Available 3,598 4,259

Pre-SML 1 1 Jan 2019 — 31 Dec 2019 2,815 4,205 4,537
1 May 2019 — 30 April 2020 2,847 4,176 4,500

1 May 2020 — 31 Dec 2020 3,410 3,260 3,412

1 Jan 2020 — 31 Dec 2020** 4,801 4,651 4,859

SML-era 7 1 Jan 2021 — 31 Dec 2021 5,240 5,119 5,240
1 Jan 2022 — 31 Dec 2022 5,160 4,234 5,151

1 Jan 2023 — 31 Dec 2023 5,512 Not Available 5,511

** SML started operations in May 2020, therefore the SML — era period for 2020 covers 8 months i.e. between 1 May 2020 — 31 December 2020

We noted that there was consistency in product lifting data between ESLA and NPA in the pre-SML period. However, the declared data set by GRA was inconsistent with the other
two data sources. As already discussed under section 2.5.4.2b, the GRA declared data is assessed as incomplete and inaccurate.

On the other hand, there was consistency among GRA, ESLA, and NPA datasets for the SML- era period.

Petroleum volumes lifting data between ESLA and NPA were significantly comparable for the periods 2018 — mid 2020 (Pre-SML). Similarly, the liftings dataset for GRA and NPA
for the period mid 2020 — 2023 (SML- era) were substantially comparable with minimal differences.
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I2.5.4.2f Annual Growth Rate Analysis of Product Liftings (2016 — 2023)

Table 2.5.4.2f-1 Analysis of Annual Growth of Petroleum Product Liftings

Period Annual GRA/ESLA Al?n_ual r_\lPA % Change YoY % Change YoY
(million litres) (million litres) GRA NPA
1 Jan — 31 Dec 2016 Not Available 4,283
1 Jan — 31 Dec 2017 Not Available 4,173 -2.57% L Pre-SML Growth
1 Jan — 31 Dec 2018 3,598 4,259 2.06% Rate : 2.00%
1 Jan — 31 Dec 2019 4,205 4,537 6.52% -
L _1Jan-31Dec2020 | _ ___ 4801 _ __ ______ 489 _ ___ ___ _1415%_ _________112% ________ _2020BaseYear '
1 Jan — 31 Dec 2021 5,240 5,240 9.16% 7.83%
1 Jan — 31 Dec 2022 5,160 5,151 -1.52% -1.70% — SML- era Growth
1 Jan — 31 Dec 2023 5,512 5,511 6.81% 7.00% | Rate:4.38%

We utilised NPA liftings data to analyse the year-on-year growth rate between 2016 to 2023. This is because pre-2018 data for GRA was not available. The analysis of NPA
data from 2016 showed inconsistent growth rates over the period culminating in an average growth rate of 2% for pre - SML and 4.38% for SML - era.

SML commenced downstream petroleum monitoring services in May 2020 and therefore the year 2020 has been used as a base year to determine the pre-SML and SML-
era growth rate. In the absence of complete data from GRA, we have utilised three (3) years of data pre and post-2020 from NPA to determine the growth rates that existed
before and after SML commenced.

The analysis showed that the average growth rate for the period 2017 and 2019 (pre-SML) was 2% compared with 4% for the period 2021 — 2023 (SML- era). The factors
that contribute to changes in the growth rate of petroleum liftings reported by NPA include crude oil prices, new OMCs, depots and retail outlets and improved automated
processes.
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I 2.5.4.2g Incremental Volume and Tax Revenue Analysis

The table below has been provided by GRA and SML to support their assertions that the commencement of operations by SML led to incremental volume liftings and tax
revenue of GHC12.98 billion for the period 1 May 2020 — 31 December 2023.

Table 2.5.4.2g-1 Summary Analysis of Incremental Volume and Tax Revenue provided by GRA and SML

Total Volume By GRA May 2019 — April Total Volume By GRA May 2020 — Dec 2023 Pre-SML Average Diff (Taxable
2020 (Pre SML) Based on Declarations SML- era) Based on ICUMS * No of Months i (U . Gains Value

Volume Gains) .
Annual QYEIReS SML-era Periods No of Months Vel VIS SML era million litres L Erly
(m|II|on litres) m|II|on litres million I|tres (million litres)

E=B*C F=D-E G=F*GHC1.44
1 May — 31 Dec 2020 3410 1,898 1,511 2,176
2 847 237 1 Jan — 31 Dec 2021 12 5,240 2,847 2,393 3,446
’ 1 Jan — 31 Dec 2022 12 5,156 2,847 2,308 3,324
1 Jan — 31 Dec 2023 12 5,650 2,847 2,802 4,035
19,455 10,441 9,015 12,981

Source: GRA & SML
1. Our review of the above analysis provided by GRA and SML to support the claim of incremental revenue of GHC12.98 billion revealed that the average pre-SML volume
data of 237 million litres used in the analysis is not accurate and complete. Refer to section 2.5.4.2c. The pre-SML data that GRA should have used for its incremental
revenue analysis should have been at a minimum the ESLA liftings average of 348 million litres, which correlates with the NPA average liftings of 375 million litres.

2. In addition, the pre-SML average in the model has been held constant while the SML- era volumes and related averages are growing at different inherent growth rates.
Holding the pre-SML average constant assumes that all changes in reported volumes during SML- era are attributable to the involvement of SML in the petroleum
downstream sector. This presumption may not be accurate as other factors contributed to the growth in petroleum liftings for both pre-SML and SML-era periods. In
order to account for the impact of other factors in the changes in petroleum product liftings over the period, the pre-SML average used in the model should be adjusted
by the annual inherent growth rate that existed for the reported volumes of liftings for all relevant periods. Furthermore, the volumes stated for 2023 contained marginal
errors.
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I 2.5.4.2g Incremental Volume and Tax Revenue Analysis (Cont’d)

To address the limitations identified in the computation for incremental revenue by GRA and SML, we have utilised the pre-SML averages from the ESLA data and adjusted
those averages by the inherent growth rates of volume lifting changes for the relevant periods to determine the incremental tax revenue that may be attributable to the

involvement of SML.
2.5.4.2g-2 Recalculation of incremental volume and tax revenue using ESLA Pre-SML averages and applying annual inherent growth rates

Total Volume By GRAMay 2019 1\, yolume By GRA May — Dec 2023 (SML- era) )
April 2020 (Pre SML) Based on ICUMS Diff (Taxable Incremental
Based on ESLA Adjusted Volumes Volume
. . Tax Revenue
Annual Average Total Volumes (Using Pre-SML Average) Gains) in GHC
S fverag SML- era Period e million litres
(million litres) | (million litres) (million litres)
G = (100%+F)* calculated [=H*
A B C D F G(Adjusted Volume) of H=D-G GHC1.44
previous Year ’
1 May — 31 Dec 2020 8 3,410 7.12% 2,982 427 616
4176 348 1 Jan — 31 Dec 2021 12 5,240 7.83% 4,824 417 600
’ 1 Jan — 31 Dec 2022 12 5,160 -1.70% 4,742 419 603
1 Jan — 31 Dec 2023 12 5,512 7.00% 5,073 438 631

19,322 17,621 1,702 2,450

Based on analysis using ESLA reported liftings as the pre-SML average in the table above, the incremental reported volume that is attributable to the involvement of SML is
determined as 1.70 billion litres for the period. This works out to a monthly average of 38.6 million litres per month. The incremental revenue that is attributable to the
involvement of SML is GH(2.45 billion for the period. The fee of GHC720 million paid to SML for the same period constitutes 29.41% of the incremental tax revenue.

Column G - The adjusted volume for May to December 2020 was calculated by annualising the Pre-SML Average (B) by multiplying it by 12. Then, a growth rate of 7% (F) was applied to derive the adjusted volume for 2020. This figure
was further prorated to obtain the adjusted volume for May to December 2020, covering an 8-month period.

KPMG
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I2.5.5 Upstream Petroleum Audit (Contract 7: Period from 25 October 2023 — 2 Jan 2024)

We noted from our review that SML is yet to deploy and implement its system to commence operations. Activities towards implementation have been halted following the
President’s directive to suspend the performance of the contract. Other services in relation to upstream petroleum audit were also yet to commence at the time of the
audit exercise.

The Measurement Audit for Upstream Petroleum requires SML to:
» Develop and implement an end-to-end electronic monitoring and auditing system to track product flow
» Perform hydro-carbon measuring and monitoring and digitalising the entire delivery chain deploying very accurate computerised fiscal metering systems

* Install state-of-the-art remote terminal units (“RTU”) at all necessary points along the supply and value chain to access the production data from all the operators and
key processing, storage and offtake facilities within our oil and gas ecosystem

» Perform other relevant sectorial monitoring and digitalise the entire delivery value chain by deploying very accurate computerised product flow systems to improve the
existing Customs Internal Audit for revenue assurance and due diligence on taxes due to government

* Implement systems that will help to improve the existing internal audit processes for the purpose of maximising revenue mobilisation in the upstream sector for the
Republic.

We noted that various stakeholders in the sector including PC and other contractors perform functions targeted at ensuring accurate declaration of production.
Specifically, we noted that metering systems are built into the Floating Production Storage and Offloading (FPSO) vessels which are periodically calibrated by third party
contractors and observed by PC’s officials/agents. The effective functioning of the metering systems depends on appropriate calibration. If the metering systems are not
properly calibrated, it could potentially lead to significant revenue losses to the State. In respect of gas, transportation from the FPSQO’s goes through offshore pipes
owned by Ghana National Gas Company to the Gas Processing Plant (GPP) at Atuabo. The volumes recorded onshore are influenced by line parking and the gas being
in its dense phase. Reconciliation is performed between the volumes discharged from the FPSOs and received at GPP. The current reconciliation process is manual and
if reconciliations are not effectively performed, volumes may not be accounted or recorded and this could lead to revenue losses.
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I2.5.6 Minerals Audit Services (Contract 7: Period from 25 October 2023 — 2 Jan 2024)

SML is yet to commence implementation of this service at the time of our review.

The Measurement Audit for the Minerals Sector requires SML to:

« Undertake a comprehensive review of workflow within the mineral resources sector

» Undertake a review of the operations of all the mineral resources mined for export

+ Develop and implement an end-to-end electronic monitoring and auditing system to track the extraction and export of mineral resources.

« Perform minerals and metals monitoring and digitalise the entire delivery value chain by deploying a very accurate computerised weighing and analyser.

* Implement SML NOVA - Mineral Resources Auditing and Security Systems which is dedicated solely to monitoring Smelting and Pouring, Box Sealing and Weighing
and Tracking to KIA from all the recognised mining companies for export.

The process of assuring the volume of gold produced includes the involvement of different parties; weighing, assaying and refining. We noted that weighing takes place at
the gold room at the mine sites, port of shipment at the airport and the refinery. The weighing scales in the gold room are owned by the mines. Calibration of the scale is
performed by the mine officials. The Ghana Standards Authority (GSA) with the State mandate for standards or calibration is not involved in the process. Though there
are several parties involved in the process, which makes collusion unlikely, the ownership and calibration of the scales are controlled by the mines. This creates a remote
risk of inaccurate weighing. Various reconciliations are performed on weighing and assaying records among the mine, shipment and refinery data.

The reconciliation process is manual and could be prone to errors. The case for improvement in the process is the provision of independent weighing scales, GSA's
supervision of calibration and automation of the recording and reconciliation process. Furthermore, the elaborate process identified above at the large mines may not
exist at the small scale and mining of other minerals. Opportunity exists for automation and independent monitoring of these other mines.

The contract indicates an expected investment of US$ 54.5M and US$ 79M for the upstream and mineral audit services respectively. According to SML, about 80% of the
expected investment has been committed to the project. SML has not provided us with relevant and supporting documentation to enable us to verify the investments
claimed.

As part of the engagement, we were to assess the value or benefits accruing to GRA from all contracts. However, due to the suspension of the aforementioned contracts,
which are yet to be performed by SML, there are no records to determine the value or benefits derived from these contracts.
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I2.6.1 Pricing Structure Under the Various Contract

In all the contracts, the pricing model was based on variable fees linked to underlying activities. However, the cost of the nature of the services in themselves which is audit
or assurance-related, are typically made of a fixed and variable component.

Pricing the contract fully on variable cost creates the potential for the fee to be disproportionate to the cost, particularly where the underlying activity moves in the positive
direction. Our research and benchmarking of the pricing structure of SML and similar services of providers across the globe revealed that the predominant pricing model
used is a fixed price model. While the variable pricing model used in the contract is arguably permissible, the benchmarking insight evidences the fixed pricing model as
the preferred model.

I2.6.2 Total Fees Paid to Date under the Contracts
The table below details the total amounts (Gross and Net of Taxes) GRA paid SML from 2018 to 2023 for the contracts in scope.

Transaction Audit and External Downstream Petroleum Upstream s EELE
. eps  us Petroleum and Metals Total Amount
Price Verification Payments Measurement Payments
Currency Payments Payments
Total (GHQ) 454,860,396.27 @ 340,362,808.32 945,342,007.29 720,691,969.68 1,400,202,403.56 1,061,054,778.00
Total (USD)" 62,470,150.09 46,745,146.19 123,855,847.51 94,422,879.77 - - 186,325,997.6 141,168,025.96

* Exchange rates were obtained from Bank of Ghana website

** Net of Taxes
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I2.6.3 Downstream Petroleum Measurement - Payment Terms and Compliance Issues

No deduction of VAT by GRA for an 8-month period on payments to SML

During the period from 1 September 2020 to 30 April 2021, a bulk payment to SML covering invoices for an eight (8) month period, did not have VAT and WHT
deductions, amounting to GH€13.38 million. This contradicts GRA's standard practice of deducting such taxes for payments to SML between 1 June 2020 and 31
August 2023.

Additionally, SML failed to fulfil its statutory obligations by neither filing returns nor remitting these taxes to GRA. Pursuant to Section 71(1) of the RA Act, the accrued
interest on the tax liability is estimated at GHE18.50 million owed by SML to GRA as of 31 January 2024. Consequently, the total liability incurred by SML amounts to
GH(31.88 million.

At the time of our review, we noticed the discrepancy and informed GRA, leading to their subsequent communication with SML, demanding settlement of the outstanding
amount.
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I2.6.4 Financial Projections

We have performed independent projections in respect of the various measurement obligations as part of estimating the amount payable under Contract 7 over its tenure, as
follows:

1. Transaction Audit and External Price Verification — Projections were based on a growth trend of 1% of CIF and changes in net payments as a percentage of gross.

2. Downstream — Projections are made for the contract period based on growth trends over the past three (3) to five (5) years.

3. Upstream — Lifting projections covering the contract period from Ghana National Petroleum Commission (“GNPC”) were obtained and evaluated for reasonableness.

4. Minerals and Metals — Gold production projections were obtained from the Ghana Chamber of Mines (“GCM”) and evaluated for reasonableness. Price forecasts from the
World Bank and Metals Focus were used to obtain the volume values. Available data for projection is three (3) years only.

The breakdown of the estimated payments to SML under the contract are as follows:

Value Measurement Projection 2@ - GHC - US$ - GHC - US$

Transaction Audit

0,
and External Price 13,071,304,824 1% CIF n/a 0.15%® 1,960,695,725 157,760,573¢ 1,401,593,573 112,774,360°
Verification
2 Downstream 29,209,804,952 L n/a GHCO0.05 = 1,460,490,247 117,513,276¢ 1,037,429,713 83,473,179¢
3 Upstream 232,004,646 bbl n/a US$0.75 @ 2,162,567,513¢ 174,003,485 1,538,492,210¢ 123,789,433
4 Minerals and Metalsd 9,650,266 oz US$17,845,484,191 0.75%> 1,663,417,741¢ 133,841,132 1,195,576,361¢ 96,197,900

7,247,171,226 | 583,118,466 | 5,173,091,857 416,234,872

a. Volume value projections are only applicable to minerals due to the compensation terms of Contract 7. This represents the volumes projected multiplied by price
projections from the World Bank and Metals Focus. A rate of 0.75% for minerals is applied to the volume value.

b. Rate per contract 7 is 0.15% of (1%CIF)
c. Bank of Ghana (“BoG”) interbank forex mid-rate for 28 February 2024 was used
d. This excludes projections for non-gold minerals or metals for which data was not available. » Exchange rates were obtained from Bank of Ghana website
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I 2.7.1 Contract Resolution

The findings from the review of the Consolidated Revenue Assurance Services contract, signed in October 2023, present complexities including legal and cost-value
concerns that need to be resolved. The recommendations are premised on the assumption that the contracts upon which the arrangement between the GRA and SML stands
on, are not void or voidable at the time of reporting. However, if parliamentary approval is not obtained the contract may be unenforceable. The options presented are also not

meant to be construed as legal advice. They only serve to illustrate the possible implications of the choices available in remediating the issues with the agreements and
transactions involving the contracting parties. The following resolution options may thus be considered:

a) Termination: The contract provides an option for termination by either party. However, per the terms of the contract, termination could trigger specific financial obligations
on GoG and GRA as follows:

i. Upon termination, GoG and GRA remain liable to settle SML for services already completed but not yet paid
ii. GoG and GRA are not entitled to a refund of any compensation already paid to SML, regardless of the termination cause

iii. If GoG or GRA terminates without a cause, it becomes liable to pay SML an ROI equivalent to the fair value of SML's investment in the contract.

The specific investment values indicated in each relevant contract are presented below:

Service Contract Investment Value (US$)

First Consolidation Contract 13,935,335.00
Downstream Petroleum Audit Contract 30,108,845.00
Consolidation of Revenue Assurance Services Contract * 54,497.166.21 (Upstream Petroleum Audit)

+ 78,989,556.30 (Minerals Audit)

SML did not provide supporting documents or relevant information to verify the nature and amount of investments it had made. If the contract is terminated, the investment
claimed to be have been made by SML should be validated, as they could become a source of claim on GoG and GRA in the event of the exercise of the termination clause.
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I2.7.1 Contract Resolution (Cont’d)

b) Orderly Resolution: This approach is more accustomed to the financial services sector. It is however being recommended for consideration in this context as it prioritises
a review of the existing contracts with the view to addressing noticeable complexities and areas of concerns in a mutually negotiated and acceptable manner. For this
option, we have considered the systemic impact, cost to state, sustainability, complexity and deliverability, public trust and implications. On the basis of the above, an
orderly resolution could be used to address identified challenges with the contract:

i. Upstream Petroleum and Minerals Audit

These components of the contract cover major revenue sources to the State. If there are revenue leakages, the impact could be significant. However, technical needs
assessments were not performed to establish detailed gaps to be resolved. In addition, the components present significant fee outlays on Government resources, and
implementation involves multiple stakeholders with diverse interests. We therefore recommend a review of the contract as follows:

= The contract did not receive parliamentary approval as required by section 33 of the PFM Act. Parliamentary approval should be sought to regularise the contract to
meet the existing legal requirement, if practicable

» In order to ensure that the services are justified, and the fees are proportionate and commensurate for the services to be rendered, the contract should be
subjected to a technical needs and value-for-money assessment

= Multiple stakeholders perform various roles in the upstream and minerals sectors. In the execution of this contract, MoF, GRA and SML should conduct extensive
engagement with all relevant stakeholders to ensure awareness creation, stakeholder buy-in and alignment on the services contract, its deliverables and outcomes.

ii. Transaction Audit & External Price Verification

These services, which have been partially delivered, require a comprehensive review to assess their ongoing relevance. With the integration of ICUMS, there has been
a duplication of external price databases and research services being provided by SML, necessitating immediate action to amend or reassess the services. Utilising
ICUMS capabilities for external price verification, it is recommended to reassess the services provided by SML to optimise efficiency and adapt to evolving business
dynamics.
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Executive summary

2.1Recommendations /6

I2.7.1 Contract Resolution (Cont’d)

ii. Downstream Petroleum Audit

The service has been provided for over four (4) years, and SML has gained experience and become more proficient. Based on this, we recommend
renegotiating contract prices, including consideration of shifting from a variable to a fixed fee structure.

iii. Monitoring and Evaluation
Consideration should be given to incorporating periodic monitoring and evaluation at least every two (2) years to formally assess the performance of the components of
the contract and related key performance indicators.



Executive summary

2.7 Recommendations /6

I2.7.2 Incorporation of Needs Assessment into Public Procurement Practice

For a covered entity in Ghana, submission of a procurement plan to PPA complies with section 21 of Act 663 as amended. However, submitting the same without conducting
a needs assessment may expose the State to the following risks:

1. Misallocation of public funds

2. Erosion of public trust in the government's ability to manage resources effectively.

Conducting a needs assessment as part of the procurement process is important for aligning procurement activities with organisational needs, optimising resource allocation,
mitigating risks, and fostering stakeholder engagement and accountability. It lays the foundation for successful procurement outcomes that deliver value and support
organisational objectives. The process includes among others; the identification of stakeholders and the analysis of their current and future demand, the assessment of
existing resources, consideration of alternative needs to address the gap between current and future demand, and compliance with relevant laws and regulations.

Regulations 20(a) and 20(c) of the Public Financial Management (Public Investment Management) Regulations, 2020 (Legislative Instrument (“L.I") 2411) require the
documentation of concept notes and feasibility study reports respectively for the purpose of planning, execution, monitoring and reporting on the progress of an investment
project. However, there is no legal requirement to perform a needs assessment for procurement of other goods and services with substantial value. Consideration should be
given to the following:

1. Legislation of the needs assessment process as part of public procurement practice. This may be done by amending Act 663 as amended to include a provision which
explicitly mandates covered entities to conduct a needs assessment for procurement of goods and services excluded from L.I. 2411 and meet certain thresholds

2. In the meantime, Boards of covered entities should approve a policy, as part of the budget review and approval process, to require management to adopt and prepare
needs assessment or perform feasibility studies as part of the procurement process.
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Executive Summary

2.7 Recommendations ©/6)

I2.7.3 Compliance with Section 33 of Public Financial Management Act, 2016 (Act 921)

One key area requiring examination is the requirement in section 33 of the PFMA for multi-year expenditure commitments to receive approval of the Minister and
Parliament. While this is a key accountability measure, the Act's current lack of a clear threshold may result in an excessive number of agreements being brought before
Parliament. This could lead to delays and administrative bottlenecks in the approval process and ultimately commencement of key projects. A reasonable threshold that

balances accountability and efficiency should be considered as an amendment to the Act to enhance implementation. In addition, it appears compliance with this section of
the Act is not widespread.

I 2.7.4 Contracts Monitoring

The contracts make provision for periodic monitoring and evaluation assessment of the effectiveness of the performance of the contract. GRA should develop a contract
monitoring framework to govern the evaluation of the performance of significant contracts. At a minimum, the framework should:

a) set out appropriate governance structure to oversee and demand accountability on the status and performance of the contract

b) identify the contract owner who will be accountable for the contract as well as individuals who will be responsible for facilitating and monitoring performance against the
defined metrics, provide feedback and guidance to the consultant, and address any concerns or issues promptly

c) outline the timing and nature of information (updates or reports) to be shared with the Executive Management team and the Board for review.

I 2.7.5 Pricing Model

The fee structure of the contracts is based on a variable model which changes with the underlying substantive activities. The nature of the scope of services provided is not

variable. The variable pricing may be prone to paying fees which may not be commensurate with value derived from the underlying activities. GRA should consider
reviewing the variable pricing structures for the contracts with the view of adopting a fixed pricing model.
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Executive Summary

2.7 Recommendations ©/6)

I 2.7.6 Review of Contract Terms by Attorney-General

Covered entities should also ensure that all contracts to which GoG is a party are reviewed by institutional legal resources and where necessary the Attorney General to
confirm that the contract terms do not disadvantage the GoG.

For contracts that include the GoG as a party, it is advised that the Attorney-General, who serves as the principal legal advisor to the government, reviews the contract to
ensure the terms are compliant with all relevant laws and the interests of the government are protected and not exposed to any avoidable financial or reputational liabilities.

The Office of the Attorney General and Ministry of Justice should also develop standardised terms and conditions covering critical clauses like intellectual property rights,
indemnity and termination provisions to be included in all contracts. This measure will ensure the interests of the GoG and public entities are protected in every agreement.
Additionally, in cases where a contract holder oversees the preparation of a contract, the legal team should conduct a thorough review to align the clauses to the benefit of
the covered entity and GoG.

I2.7.7 Build-Operate-Transfer Model for Major System Deployments

GRA should consider crafting contracts for major system deployments around Build-Operate-Transfer models as an option. This will ensure that GRA retains the ownership
of the asset while benefiting from the expertise and resources of the vendor in system deployment, knowledge transfer/training and maintenance support.

I2.7.8 VM Assessments

GRA should perform value-for-money assessments biennially for contracts exceeding a lifespan of two years to optimise benefits. Additionally, contracts with durations less
than two years should undergo one-time or annual assessments as agreed by both parties to ensure and monitor efficiency and VM.
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Introduction

3.1Background, Purpose and Scope of the Assignment (/4

I 3.1.1 Background and Purpose

The GRA was established in The President of the Republic of Ghana, in a letter dated 29 December 2023, appointed KPMG to conduct an audit of the contracts and
2009, in accordance with the related transactions between GRA and SML. KPMG subsequently engaged the Office of the President (“OOP”) on 12 January 2024.

Ghana Revenue Act, 2009 (Act This follows a public discussion of the subject matter that the contracts may not have been in the interest of the State.

791) with a core mandate to: Our understanding is that the contracts were intended to enhance revenue assurance in the downstream and upstream petroleum
sectors, as well as the minerals and metals resource value chain. The scope of the assignment has been documented in

1. Ensure maximum compliance R
with all relevant tax laws o On 1 June 2018, SML was appointed a subcontractor to West Blue Ghana Ltd, a then service provider to GRA to provide

2. Ensure a sustainable revenue transaction audit services for a seven (7) month period ending 31 December 2018.

]
]
]
]
i
stream for government i On 3 October 2019, GRA executed two (2) contracts with SML
i , xecuted tw Wi
3. Facilitate trade and a i On 1 January 2019, On 1 April 2019, GRA . .
' GRA extended the executed a contract with i.e., a:
controlled/safe flow of goods i | transaction audit service | | SML for additional 1. Consolidation of services contract, to harmonise SML'’s
across the country’s borders. | | | contract with SML. SML | | services, i.e., provision of services under @ and @)
i transitioned to become external price verification 2. Measurement Audit contract to enhance revenue assurance in
i | main contractor. services to CTSB. the downstream petroleum sector. GRA issued an addendum
' to this contract on 29 July 2020 to revise the basis for
i e determination of petroleum revenue. a
1

On 25 October 2023, GRA and the MoF, executed a Revenue Assurance contract, which renewed, consolidated and

extended SML’s services under prior contracts, to include: (i) Transaction audit and external price verification; (ii) Downstream

petroleum audit; (iii) Upstream petroleum production, and minerals and metals resources value chain services.
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Introduction

3.1Background, Purpose and Scope of the Assignment /4

I 3.1.2 Scope of the Assignment I 3.1.4 Limitations and Subsequent Events

Specifically, the terms of reference of the investigative audit are as follows: 1.

1. Needs Assessment — ascertain the rationale or needs assessment performed
prior to contract approval by GRA and assess how the arrangement aligns with
specific needs

2. Contracting Methodology — assess the appropriateness of the contracting 2

methodology, verifying compliance with legal standards and industry best
practices in the procurement process for the selection of SML

3. Contract Performance — evaluate the degree of alignment between current
activities and the stipulated contract scope, identifying any deviations

4. Value and Benefits — evaluate the value or benefit that SML has so far offered to 3

the GRA through this engagement

5. Financial Arrangements — review the financial arrangements, including pricing
structures, payment terms and resolution of any financial compliance issues

6. Recommendations — Submit factual findings report together with

recommendations. 4

I 3.1.3 Period under Review

The procedures performed by us are relevant to events / documentation covering the 5.

date of first appointment of SML i.e., 1 June 2018 through to 31 December 2023,
unless otherwise indicated in this report.

In instances where we deemed relevant and in the furtherance of our mandate, we
may have considered events or documents falling outside the above-stated period.

KPMG

We have examined information relevant to the scope as agreed in the executed
engagement letter of 12 January 2024. However, it is possible that documents
and / or information / records exist, which might not have been made available to
us in the course of the performance of the assignment.

. Any document or information that may be brought to our attention subsequent to

the date of this report, which would affect the findings, may require the findings to
be adjusted and qualified accordingly. We do not have a responsibility to update
the report with information that may come to our attention after the reporting date.
We relied on the information and records requested by us and provided by SML,
GRA, MoF, Public Procurement Authority (“PPA”), NPA and other relevant parties.
Except where specifically stated, we have not sought to establish the reliability of
the sources as well as the authenticity and / or completeness of any of the
documents by reference to information independent of the above entities.

. For ease of understanding of this report, we have stated specific limitations (if

any) in the relevant sections of this report.
To the extent possible we have used forecast information for determining
estimated fees payable under the 2023 Consolidated Contracts. The forecast
date and assumptions are based on information at the date of our report. The
forecast data and information may differ from actual data at the dates of
occurrence. We do not have a responsibility to update our report in this respect.
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Introduction

3.1Background, Purpose and Scope of the Assignment /4

I 3.1.5 Engagement Standards

1. Our engagement does not constitute a statutory audit of the financial statements
of MoF, GRA and / or SML. Consequently, no assurance or opinion is provided or
expressed by us. We have focused our investigative review efforts to the
legitimate identification and collection of records provided by MoF, GRA, SML
and other entities specified in this report.

2. We were not required to review the work of the prior or current external auditors
of MoF, GRA, and/or SML. We were also not required to, and did not perform any
of the following:

a) conduct a trial and/or inquiry in the course of the assignment

b) act as a tribunal, commission of inquiry or in a judicial or quasi-judicial role

c) perform, any adjudicatory function whatsoever in the course of the
assignment, and/or

d) conduct any exercise with a view to determining whether any person was
guilty or innocent of any offence.

3. The scope of our procedures involved conducting interviews, examination of
records as well as analysing information and documentation provided to us
during the course of our assignment with the view to ascertain factual findings on
the areas stated in the scope of work.

KPMG

I 3.1.6 Restrictions on Distribution of Report

This report is private and confidential. This report was prepared solely for the
purpose of reporting our findings as an advice to the President of Ghana and the
OOP. This final report should therefore not be utilised for any other purpose. No
part may be quoted, referred to or disclosed in whole or in part, by any party
without our prior written consent.

I 3.1.7 Limitation of Liability

Unless otherwise specifically stated, any recommendations relating to this report
are provided solely for the use and benefit of the President of Ghana. The
President may use this report for purposes related to the matters covered in the
report. However, we expect the President / OOP to notify any professional
advisers/parties that the OOP is seeking advice from in relation to the investigation
of the fact that the report has been provided to the OOP for its sole use and benefit
and is based on specific facts and circumstances provided by the OOP and
pursuant to KPMG's Standard Terms and Conditions of Service.

This requirement extends to any reference the President / OOP makes to the report
in any way, including but not limited to any publication in any electronic media to
any third party.

Notwithstanding, KPMG to the fullest extent possible, shall accept no responsibility

or liability to any third party in connection with this engagement or the report.
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3.1Background, Purpose and Scope of the Assignment “4/4

I 3.1.8 Legal Advice

Although our report may contain references to relevant laws and legislation, we do not provide legal opinions on compliance with such laws, and our observations in this
report are not to be construed as providing a legal advice.

Our discussion of the relevant laws and regulations is intended solely to facilitate the determination of applicable facts which may be relevant to the interpretation and/or
application of such laws. Should such interpretation require legal advice, we recommend that independent legal advice be obtained.
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Procedures Performed

4.1General Procedures™?

We performed the stated procedures below based on information and documents

) . . , ) , ) I 4.1.2 Applicable laws and manuals
provided to us and, where so specifically indicated, consultations and interviews with

relevant personnel in the course of the assignment. 2. We reviewed the following applicable laws and manuals:

I 4.1.1 Applicable contracts a) The 1992 Constitution of the Republic of Ghana

1. We reviewed the contracts executed by MoF, GRA and SML jointly referred to as b) Ghana Revenue Authority Act, 2009 (Act 791) and the Ghana
“contracts in scope”, as outlined below: Revenue Authority (Amendment) Act, 2023 (Act 1096)

S/IN  Date of execution Contract name c) Public Financial Management Act 2016 (Act 921)

1 1 June 2018 Transaction Audit Services Agreement d)  Public Procurement Act 2003, (Act 663) as amended

Contract Extension of Transaction Audit Services e) National Petroleum Authority, 2005 (Act 691) as amended
2 1 January 2019

Agreement f) National Petroleum Authority (Prescribed Petroleum Pricing Formula)
iti i ' Regulations, 2012 (L.l. 2186
3 1 April 2019 \C/)or?:.rac? for Additional Services (External Price g ( )
erification) g) Value Added Tax Act, 2013 (Act 870
4 | 3 October 2019 Consolidation Services Agreement h) Public Financial Management (Public Investment Management)
i Regulations, 2020 (L.I. 2411
5 | 3 October 2019 I\P/Ieadsur;epr\nent Audl;[ for Downstream Petroleum g ( )
roduct Agreemen i) Petroleum Commission Act 2011 (Act 821)

Addendum to Measurement Audit for

6 29 July 2020 Downstream Petroleum Product Agreement

j)  Minerals Commission Act 1993 (Act 450)

Contract for Consolidation of Revenue Assurance k) Precious Minerals Marketing Company Act 200 (Act 461)

7 25 October 2023 .
Services )  Ghana Standards Authority Act 2022 (Act 1078)



Procedures Performed

4.1General Procedures'?/®

I 4.1.3 Interviews conducted

3. We held discussions with the individuals detailed in Appendix 1 to:

a) Gain an understanding of the background and context of the contracts in
scope

b) Understand their institution’s role in the contracts, if any

c) Understand relevant processes and procedures as they relate to services
under the contracts

d) Discuss exceptions noted during the investigative audit.

I 4.1.4 Documents reviewed

4. We collated documents as provided by MoF, GRA, SML, PPA, NPA, GNPC
and other relevant parties. These documents include:

a) Contracts signed among MoF, GRA and SML.

b) Extracts of GRA Board minutes
c) GRA Annual Reports published on its websites

1 — Retrieved from NPA’s website
2 — Retrieved from MoF’s website

KPMG

d)

Schedule of payments made to SML during the period under review, to
confirm total payments to SML

Invoices and related payment advice, to ascertain whether payments are in
line with the contract terms

Correspondences between GRA and PPA, to understand the justification for
the selected procurement method and basis of the contract approval

Reconciliation reports among GRA, NPA and SML as well as in-tank volume
receipt reports, to ascertain the accuracy of computed fuel volumes

SML reports and other deliverables submitted to GRA, to assess SML'’s
performance against the terms of the contracts

The BDC Performance Statistics, Oil Marketing Companies (“OMC”)
performance Statistics, and National Domestic Supply and Downstream
Petroleum Bulletin reports?, to ascertain:

i. Volumes of finished petroleum products imported into Ghana; and

ii. Volumes of finished petroleum products lifted by the OMCs as reported
by NPA during the period from 2015 to 2023

iii. Annual reports? on the management of the energy sector levies and
accounts submitted to Parliament for the period from 2017 to 2022.

Refer to Appendix 2 for additional details on documents reviewed.
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Procedures Performed

4.1General Procedures®/®

I 4.1.5 Parties and Stakeholder Engagement

5. We interviewed officials of the parties to the contract, i.e., MoF, GRA and SML. We also interviewed various stakeholders within the petroleum and mining sectors to
understand their sector roles, perspectives on the contract between GRA and SML, and their views on the level of stakeholder engagements prior to and during the
onboarding of SML. The list of stakeholders consulted can be found on page 199 of this report.

Additionally, an anonymous survey was administered to various stakeholders within the petroleum and mining sectors to gather insights into stakeholder perceptions
on key thematic areas, such as contract understanding, perceived value, stakeholder involvement, and general satisfaction.



Procedures Performed

4.2 Specific Procedures®

I 4.2.1 Needs Assessment

Objective — Ascertain the rationale or needs assessment performed prior to contract approval by GRA and assess how the arrangement aligns with specific
needs.

This section involved assessing the rationale or needs assessment performed prior to the approval of the contracts by GRA and assessing if the needs identified, if any,
align with the scope of the contracts. In this respect, we performed the following procedures:

I. Identified and conducted interviews with relevant officials of MoF, GRA and SML, involved in the contracts’ initiation and approval processes, to gain insights into the
needs assessment process and activities performed

[I. Obtained and reviewed the following documentation relating to the needs assessment process, as well as available correspondences exchanged among GRA, MoF
and GNPC:

a)
b)
c)
d)

e)

A Letter from MoF to GRA emphasising the need for revenue assurance in the mining sector

A Letter from MoF to GNPC emphasising the need for revenue assurance in the upstream petroleum sector
2023 Audit report by the RACE of MoF (not dated)

2021 Special Audit report by EY on the downstream petroleum sector

Extract of the Minutes of GRA Board meetings held during the period from 1 June 2017 to 12 October 2023, relating to discussions on SML

[ll. Benchmarked the procurement procedures with the World Bank Guide to Assessing Needs (2012) and the Chartered Institute of Procurement and Supply’s
Procurement Cycle

IV. Determined whether the contract arrangement i.e. scope of the various SML contracts aligned with any identified need

V. Identified any expectations and/ or improvement opportunities noted

VI. Provided recommendations for improvements accordingly.

KPMG



Procedures Performed

4.2 Specific Procedures?/®)

I 4.2.2 Contracting Methodology

Objective — Assess the appropriateness of the contracting methodology, verifying compliance with legal standards and industry best practices in the
procurement process for the selection of SML.

This section involved assessing whether the procurement process adopted by MoF and GRA was in line with the laws and regulations and procurement policy and
procedures of GRA. In this respect, we performed the following procedures:

I. Performed a search at the Office of the Registrar of Companies on SML to identify relevant information such as date of incorporation, its principal activities, directors,
owners and beneficial owners

II. Reviewed the following documents and laws:

a) SML’s company profile to identify relevant information including key management, clients, service lines and software

b) Under-listed relevant laws and regulations, to analyse and assess compliance with relevant provisions in relation to the contracts with SML.:
» The Public Financial Management Act, 2016 (Act 921)
= Public Procurement Act, 2003 (Act 663 as amended)
= Public Procurement Regulations, 2022 (L.l 2466)

= Manual for Public Institutions — Public Procurement Act, 2003 (Act 663)
c) Contracts among GRA, MoF and SML
d) Correspondence among MoF, GRA and SML
e) Correspondence between GRA and PPA
f) PPA’s investigation report on the circumstances surrounding GRA’'s engagement of SML without prior PPA approval
g) Extracts of the Minutes of two (2) GRA Board meetings held during the period from 1 June 2017 to 12 October 2023, relating to discussions on SML.



Procedures Performed

4.2 Specific Procedures®/®)

I 4.2.2 Contracting Methodology (Cont’d)
lll. Reviewed the procurement procedures followed in the context of relevant legal provisions with the support of external legal firms

IV. Interviewed relevant officers of MoF, GRA, PPA and SML about their involvement in the contracting process.

I4.2.3 Contract Performance

Objective — Evaluate the degree of alignment between current activities and the stipulated contract scope, identifying any deviations.

This section involved evaluating the performance against the scope of the contract by all parties. In this respect, we performed the following procedures:
I. Contracts and Addendums — we reviewed relevant contracts to identify services in scope, responsibilities of parties and expected deliverables. The contracts in scope
were:
a) Transaction Audit Services Agreement Contract
b) Extension Contract for Additional Services
c) Consolidation of Services Agreement (Transaction Audit & External Price Verification Services)
d) Measurement Audit for Downstream Petroleum Product Agreement
e) Addendum to Measurement Audit for Downstream Petroleum Product Agreement

f) Consolidation of Revenue Assurance Services

II. Engaged key officials from GRA and SML to understand their involvement in the contract performance and monitoring of expectations

[ll. Obtained and reviewed performance reports
IV. Visited SML'’s offices, a selection of depots with GRA officials to observe the performance of services for transaction audit and downstream monitoring services.
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Procedures Performed

4.2 Specific Procedures/®)

I4.2.3 Contract Performance (Cont’d)

V. Reviewed correspondence involving MoF, GRA, SML, NPA, GSA, Tullow, PC, ENI, PMMC and West Blue.

VI. Reviewed extracts of GRA’'s Board Minutes

VII. Conducted site visits to:
a) Six (6) selected depots and SML'’s control room, to confirm existence of the Electronic Metering Management System and observe operation of services
b) SML, CTSB and PCA, to observe processing of transactions.

VIII.Reviewed the following documents provided by SML:
a) Implementation Plan (Downstream, Upstream, Minerals) g) Survey of depots

b) SML SM-OPS and TVAS Manuals h) Systems Review Documentation
c) Feasibility and Survey Reports i) Maintenance Reports

d) Performance Review Repots j)  Training Manuals

e) Discrepancy reports k) Evidence of training

f)  Monthly Reports

I4.2.4 Value and Benefit Assessment

Objective — Evaluate the value or benefit that SML has so far offered to the GRA through this engagement.

This section involved evaluating the value or benefit of services provided to GRA by SML thus far. In this respect, we performed the following procedures:
|.  Engaged key stakeholders such as NPA, PC and CBOD to understand their roles within the downstream petroleum sector

[I.  Obtained an understanding of documented pre-SML and SML-era downstream petroleum sector process flows to confirm our understanding of the processes and to
identify key value areas and systems
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Procedures Performed

4.2 Specific Procedures®/®

I4.2.4 Value and Benefit Assessment (Cont’d)

lll. Engaged key stakeholders such as GCM, PPMC, AngloGold Ashanti Iduapriem Limited and Golden Star Wassa Limited to understand their roles in the mining sector

IV. Engaged key stakeholders such as PC and GNPC to understand their roles in the upstream petroleum sector

V. Obtained from GRA and SML, the basis and assumptions used in determining fee incremental volume liftings and petroleum tax revenue

VI. Obtained the underlisted data/reports and other supporting documentation:
a) Pre-SML petroleum liftings data (1 January 2018-30 April 2020) from NPA and GRA. This included local consumption liftings, transit and re-exports.
b) SML-era petroleum liftings data (1 May 2020-31 December 2023) from GRA, NPA and SML. This included local consumption liftings, transit and re-exports
c) Reconciliation reports and monthly reports shared with GRA by SML
d) Scanned waybill data from SML

e) 2018 to 2023 petroleum revenues from GRA
f) Maintenance reports and calibration certificates from Ghana Standards Authority (“GSA”) for SML’s flowmeters

g) List of depots being monitored by SML.
VII. Analysed data on petroleum volumes lifted and reported by NPA and GRA between 2018 — April 2020 to:
a) ldentify trends in the petroleum volumes lifted prior to SML’s engagement
b) Identify discrepancies in volumes reported by GRA and NPA.
VIII. Analysed and compared SML flowmeter readings, NPA's data on petroleum volumes lifted, and GRA's data on petroleum volumes lifted on a yearly, monthly, depot-

by-depot, and product-by-product basis in order to:
a) Review trends in the petroleum volumes lifted after SML's engagement
b) Determine discrepancies in volumes reported by GRA, NPA, and SML

c) Assess the effect of SML’s operations on petroleum liftings recorded by GRA
d) Evaluate the impact of depots and products not monitored by SML on petroleum products reported by GRA and the effectiveness of SML’s monitoring
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Procedures Performed

4.2 Specific Procedures®/®)

I4.2.4 Value and Benefit Assessment (Cont’d)

IX. Analysed waybill data from SML to ascertain its function and efficacy in SML'’s reconciliation processes

X. Obtained and reviewed annual reports on the Management of the Energy Sector Levies and Accounts submitted to Parliament by the Minister of Finance to ascertain
the volume of liftings reported in the reports for ESLA and petroleum taxes

XI. Calculated incremental volumes and tax revenue using derived volumes from actual tax revenue and volumes lifted for ESLA taxes
XII. Analysed GRA's petroleum revenue data from 2015 to 2023 to:

a) ldentify trends in GRA Petroleum Revenue before and after SML’s engagement.
b) Assess the impact of changes in tax rates and the introduction of new taxes on GRA’s petroleum revenue for the period in scope

XIII.Conducted site visits to six (6) selected depots and performed the following activities:

a) Interviewed stakeholders at the depots to understand their roles and responsibilities
b) Conducted process walkthroughs for BRV loading activities
c) Monitored tank dipping activities being performed by stakeholders
d) Recorded real-time comparisons of flow rates between depot flowmeters and SML flowmeters.
e) Compared start and stop times of SML flowmeters against depot totalisers at the gantry loading bays
f) Compared some daily lifting totals per depot totalisers and SML flow meters.
XIV.Enquired into NPA’'s Enterprise Relational Database Management System (ERDMS) covering the following:
a) Access Controls
b) Configuration of Access Rules/ Segregation of Duties
c) Interface Controls
d) Program Changes
e) Incidence Management/Helpdesk
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Procedures Performed

4.2 Specific Procedures!’/®)

I4.2.4 Value and Benefit Assessment (Cont’d)

XV. Examined SML’s Experion application to verify the adequacy of the following:
a) Computer Operations
b) Access Controls
c) Configuration of Access Rules/Segregation of Duties
d) Program Changes
e) IT Governance

I4.2.5 Financial Arrangements

Objective — Review the financial arrangements, including pricing structures, payment terms and resolution of any financial compliance issues

This section involved reviewing the financial arrangements between all parties to the contracts under review. In this respect, we performed the following procedures:
I.  Reviewed the contracts in scope to understand the financial arrangements.

[l. Gained an understanding of the basis of pricing for each contracts by performing the following:

a) Reviewed SML proposals, minutes of stakeholder meetings and letters of correspondence by GRA and MOF
b) Interviewed the CEO of SML.

c) Interviewed the Commissioners of GRA

[ll. Reviewed invoices against payments made to SML to determine whether payments were made in line with payment terms, including the following:
a) Inspected the dates of invoicing against the work performed by SML in relation to the invoice and the dates of payments.

b) Recalculated the amount on the invoice by multiplying the volume values by the payment terms in the contract
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Procedures Performed

4.2 Specific Procedures®/®)

I4.2.5 Financial Arrangements (Cont’d)

Objective — Review the financial arrangements, including pricing structures, payment terms and resolution of any financial compliance issues.

c) Matched the respective payment advice to its invoices
d) Determined the totals of all the invoices and payment advice and investigated the differences, if any
e) Verified tax computation on invoices and payment advice to ascertain whether the appropriate taxes were applied
f) Reviewed invoice dates against payment dates
g) Confirmed receipt of payments by the CEO of SML.
IV. Benchmarked the pricing of the contracts against industry practices to determine reasonableness.
a) Ascertained the model of pricing for similar services
b) Engaged a third-party institution to collect data on industry benchmarks in West Africa and the African continent
c) Compared results to the terms of the contracts in scope to determine reasonableness.

V. Performed financial projections for the Minerals Sector Revenue Assurance for the next three (3) years, and Downstream and Upstream Petroleum Measurement
services for the next five (5) years to ascertain the estimated value of fees for the period of the contract. In order to perform these projections, we:

a) Consulted with GNPC, PC and Minerals Commission (“MC”) to understand factors that influence current production volumes in the sectors

b) Obtained petroleum production and lifting plans from GNPC, along with their assessment of factors that influence the total liftings in a year
c) Obtained gold production projection from GCM and along with facts that may influence projections
d) Forecasted the projections for the next five years based on information of the prior five years.
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Detailed Factual Findings

b.1a Overview of SML Contractst'/2

A high-level summary of SML’s profile as obtained from its company profiles¢ and Office of the Registrar of Companies (“ORC”) is shown below.

SML Clients™* Services"

@ Accra, Ghana. {@3 GRA is SML’s only and current o
" client

)
1. Per records examined of ORC5'1 N

Transaction Price Audit Services

a) Strategic Mobilisation Enhancement Limited (“SMEL”) was ) ggs:g:; Price Verification

incorporated on 14 February 2017. On 22 November 2017, SMEL Staff Strength**
changed its name to SML

Downstream Petroleum
Measurement Audit Services

11 units with103 employees

SML’s primary activities include general trading and services, across two divisions (Transaction
. . . Audit and Downstream Petroleum
import and export of general goods, as well as audit services® 16 Audit)

5.1.8
Evans Adusei owns 100% of SML shares (10,000 shares) and is Partners
the beneficial owner Software>" c§:|| Cotecna

SML’s current directors are Evans Adusei and Esther Adusei P
1.9
appointed on 14 February 2017 and 21 June 2023 respectively. @-;‘g Honeywell5

S8 sSM-0PS

2. As at 6 February 2023, SML was not registered in PPA’s supplier % TVAS
database®'7, contrary to Section 40(7) of L.l. 2466 Public
Procurement Regulations, 2022, which mandates registration of
suppliers on the database.

% Shaju Valappy & Leadbys Data

SML Experion Consultancy Services

z‘i';EXhib%t 5.1-1: ORC Search Res1'11ts ) ) 514 Exhibit 5.1-2: Minutes of Meeting held with officials of SML on 2 February 2024 and https://smlgh.com/. !7Exhibit 5.1-5: Email of 6 February 2023 from PPA
5‘1'3 Ethb%t 5.1-2: Mmutes.ofl.\/leetmg he}d with officials of SML on 2 February 2024 515 pypipit 5.1-2: Minutes of Meeting held with officials of SML on 2 February 2024 and https://smlgh.com/. >!®Exhibit 5.1-6: Document detailing SML’S partners, as shared by SML
9 Exhibit 5.1-3: Categorisation of SML’s staff by department. 516 Exhibit 5.1-4: Document detailing SML’S profile, as shared by SML S19Exhibit 5.1-2: Minutes of Meeting held with officials of SML on 2 February 2024
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Detailed Factual Findings

b.1a 0verview of SML Contracts /2

GRA engaged SML to provide transaction audit and external price verification services at the ports. GRA also engaged SML to provide revenue assurance services in the
downstream and upstream petroleum sector, as well as the minerals and metals resources value chain. These services were effected via seven (7) contracts executed
during the period from 1 June 2018 to 25 October 2023. MoF is also an engaging party in one (1) out of the aforementioned seven (7) contracts. We have categorised the
contracts in line with the services to be provided by SML, as shown in Table 5.1-1 below.

Table 5.1-1: Summary of contracts reviewed

Source: Compiled by KPMG from contracts with SML

KPMG

Contract 1

Contract 2

Contract 3

Contract 4

Contract 5

Contract 6

Contract 7

Transaction Audit and External
Price Verification Services

Measurement Audit for
Downstream Petroleum
Products Agreement

Revenue Assurance

Transaction Audit Services Agreement

Contract Extension of Transaction Audit Services
Agreement

Contract for Additional Services (External
Verification Services)

Consolidation of Services Agreement (Transaction
Audit & External Verification Services)

Measurement Audit for Downs