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Representatives from 24 private sector firms joined others from the U.S. Government, donor
organizations and NGOs at the Millennium Challenge Corporation’s offices in Washington on January 24,
2013 for a discussion of the Government of Ghana’s proposed programs for a potential second MCC
compact.

MCC CEO Daniel W. Yohannes opened the event, welcoming attendees and reminding them of the
important role of private investment in creating and sustaining economic growth in a country such as
Ghana. Mr. Yohannes had just returned from attending the inaugural ceremonies in Accra, where
President Mahama stated that energy security is a priority and emphasized the role of the private
sector.

Ambassador Robert C. Perry (Ret.), vice president of the Corporate Council on Africa (CCA), then spoke
and encouraged private sector representatives to look at investment opportunities in Ghana both within
and beyond the scope of the Ghana Il Compact. He described leading a trip to Ghana with a State
Department-sponsored trade mission during which members of the U.S. private sector explored
opportunities in Ghana’s power sector and stressed the need for American companies to participate in
such emerging markets.

Next, Ambassador of Ghana to the United States Daniel Ohene Agyekum welcomed the participants.
Ambassador Agyekum described Ghana’s need for additional power, stating that 5,000 megawatts of
additional generating capacity is needed by 2015. He also spoke of Ghana’s role as a leader in the region
and the continent, which, combined with strong institutions and rule of law, ensures stability and safe
investments for potential investors.

Deidra Fair James, MCC country team lead for the Ghana Il Compact, then presented a summary of
compact development progress in the past year, the projects currently being considered for inclusion in
the program and the timeline to compact signature and implementation. Ms. Fair-James began by
letting the attendees know that MCC and the Government of Ghana team heard the input the private
sector had provided through last year’s roundtable, individual consultations, conference calls, and the
request for information -- and had incorporated this input into the proposed program. Following the
Government of Ghana’s submission of concept papers and MCC’s assessment of the proposed
investments, a narrowed list of potential projects will move on to the due diligence phase of compact
development (details can be found in the attached presentation). Key points include:
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e MCC has decided not to move forward with three activities proposed by the Ghanaian
government: the restructuring of the cross-debt mechanism, establishment of a bulk trader
and providing access to solar photovoltaic energy for island communities.

e The indicative compact budget is $300 million. Approximately half of those funds are
currently allocated to power distribution projects.

e The compact will be implemented in parallel with the Partnership for Growth Joint Country
Action Plan (JCAP). MCC will continue to work with U.S. Government agencies and other
donor institutions to coordinate programs in Ghana’s energy sector.

e The compact will focus heavily on policy, regulatory and institutional reform. Specifically, in
the generation sector, MCC will support the Ghanaian government’s efforts to translate
policy documents into action; while in the distribution sector, the biggest issue is the
payment of arrears owed to the distribution company by the government. The Government
of Ghana’s commitment to reform will be crucial to the success of the program.

Ms. Fair James ended her presentation by outlining the timeline for the compact development process.
At the time of the event, MCC’s goal was to present the Ghana Il Compact to the Board of Directors by
the end of 2013". Implementation of the program would likely start in mid- to late 2014.

Following the presentation, the floor was opened to questions and comments, which are summarized
below. Answers to participant questions were provided by Ambassador Agyekum, Ms. Fair James and
Mr. Jason Bauer, Director — Finance, Investment & Trade, MCC.

What is the status of gas supply operationalization?

The rupture in the West Africa Gas Pipeline has caused problems in Ghana; generation plants are
running on expensive fuel oil instead of natural gas. Ghana has been depending on the pipeline for gas
until its own resources can be tapped. Even before the incident, unreliable supply has led to frequent
power outages. The Government of Ghana has received funding to build a gas pipeline from its offshore
oil fields. The compact concept papers included a technical assistance program to help the Government
of Ghana operationalize its gas sector master plan.

Why did MCC chose not to move forward with the bulk trader activity?

MCC assessed this activity and looked at bulk trader models that have been implemented elsewhere,
including Nigeria. While MCC recognizes that Ghana needs a credible off-taker for independent power
producers, MCC does not believe that this would be the best use of limited compact funds (although
the Ghanaian government could pursue the creation of a bulk trader with other partners). The amount
of funding MCC would have available to capitalize such an entity would not be sufficient for the level of

! Note: Based on progress since the private sector forum, the latest estimate is that the Ghana Compact would be
presented to the Board in March or April 2014.
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investment required in generation, leading to only a few months of coverage for one plant. The
Electricity Company of Ghana must become a credible off-taker, and MCC is exploring other options to
assist with this process. In the transitional period, it is likely that the Government of Ghana may need to
provide some form of government guarantees.

Comment : A participant noted that reforms cost less than building infrastructure but require political
will to work.

Will there be multiple power parks?

There are several possible sites for potential power parks, and the Government of Ghana and MCC will
evaluate options during the due-diligence phase. Infrastructure for only one power park will be
considered for funding under the compact, although the Ghanaian government may choose to construct
multiple facilities with other partners.

When will information about the timeline for U.S. Government/MCC projects be available?

The JCAP lays out U.S. Government and Government of Ghana goals for the energy and credit sectors,
and will be made public shortly. The Ghanaian government and American government partners will then
create a detailed JCAP implementation and M&E plan.

Why are renewable energy activities not being considered for the compact?
Renewables are not just good for the environment, they also save money. They should be considered as
an option where grid extension does not make sense.

MCC chose not to move forward with the solar photovoltaic for island communities activity after
analysis revealed that focusing the compact would be crucial to success and that other donors were
better positioned to successfully implement that particular activity. Based on lessons learned from
previous compacts, MCC was concerned with the risks and challenges involved in managing and
implementing multiple small, geographically dispersed activities. About 75 percent of Ghana’s
population is connected to the grid, which makes focusing on grid-provided energy a logical focus for
the compact. Additionally, the solar activity’s ongoing financial sustainability post-compact was a
concern. MCC is starting the due-diligence phase now and will look into including renewables in the
design for activities such as providing access to economic enclaves and markets.

Comment: A participant noted that 200 million cubic feet of gas could come out of Ghana’s Jubilee field.
The pipeline is approximately 80 percent complete and is expected to come on line by summer 2013.
Ghana is signing an African Trade Insurance Agreement, which may help facilitate growth in the sector.
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Conclusion

MCC and the Government of Ghana will continue to engage businesses during compact development. As
MCC develops projects and activities it will inform the private sector of progress and seek feedback from
businesses to ensure that the program is designed to increase private sector investment and
participation in Ghana’s energy sector.



