MEMORANDUM TO PARLIAMENT

FROM THE

HON. MINISTER FOR FINANCE & ECONOMIC PLANNING

ON

A SUPPLIER’S CREDIT AGREEMENT BETWEEN THE GOVERNMENT
OF GHANA AND STX ENGINEERING AND CONSTRUCTION GHANA
LIMITED (GHANA-KOREA JOINT VENTURE COMPANY) FOR AN
AMOUNT UP TO USD 1,525,443,468.00

FOR THE

CONSTRUCTION OF 30,000 UNITS OF HOUSES FOR SECURITY
AGENCIES IN GHANA

%’ﬁm‘r, 2010
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1.0 ACTION REQUIRED

Honourable Members are humbly requested to consider and approve a Supplier's Credit
Agreement between the Government of Ghana and STX Engineering and Construction
Ghana Limited (Ghana-Korea Joint Venture Company) for an amount up to USD
1,525,443 ,468.00 (One Billion and Five Hundred and Twenty-Five Million, Four Hundred
and Forty-three Thousand, Four Hundred and Sixty-Eight United States Dollars) for the
construction of the 30,000 units of houses for the security agencies in Ghana. The project
will be executed by Messrs STX Engineering and Construction Ghana Limited.

Further, Parliament is respectively invited to consider the provision of securities in the
appropnate forms, to secure viable project financing, lands and title deeds. In addition, it
Is also proposed that part or the entire credit facility be converted into commodity trading
after the execution of the project in about five (5) years.

Parliament is again respectfully requested to consider and approve the required tax and
duties exemptions on the specific machinery and equipments, spare parts and materials
to be imported or purchased locally where appropriate for the execution of the project. In
the absence of a double taxation agreement with the Republic of Korea, it may be
necessary to grant the required income tax exernptions for expatriate contractors and
specified expatriate personnel, as will be provided for under the contract document.

2.0 BACKGROUND

The Office of The President, in a letter dated 2nd December, 2009 gave an Executive
Approval to Ministry of Water Resources, Works and Housing to enter into a Public
Private Participation to develop 200,000 units of houses in all the 10 regional capitals for
the next five years. The Executive approval was further enhanced in a letter dated April
28, 2010, copy attached.

In accordance with the Off-taker Agreement dated 9" December 2009 between
Government of Ghana and STX Ghana, Government of Ghana agreed to off-take 90,000
units which represent 45 percent of the housing project. Ministry of Water Resources,
Works and Housing per the off-taker agreement, indicated the need to provide 30,000
units out of the total 90,000 units representing 33 percent as duty post for Security

Agencies.

The estimated cost for construction and delivery of the 30,000 units includes the houses
as well as on-site infrastructure such as road, water, drainage, telephone, schools and
others.

3.0 OBJECTIVES

. The overall objective of this project is to provide the Security Agencies such as the
Police, Military, Prisons, Immigration, Fire and others with 30,000 decent and adequate
housing.
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. To create jobs, improve incomes, reduce poverty and bring about socio-economic
stability.
. To enhance technology transfer, especially in the housing sub-sector between

Ghana and the Republic of Korea.

. To further strengthen private sector institutions and leverage their participation in
housing delivery and home financing.

4.0 SCOPE OF WORKS

The main Scope of Works identified under the housing project and which has been
negotiated with Ministry of Water Resources, Works and Housing, the Secunty Agencies
and STX Engineering and Construction Ghana Limited is the provision of 30,000 housing

units with on- site infrastructure.

4.1 Implementation Plan

The 30,000 units for the Security Agencies will be constructed over five years, which
would be tied to the grace period of the supplier's credit agreement. The detailed
implementation plan is detailed in the table below:

Locations Year 1 Year 2 Year 3 Year 4 Year5 |Total

Accra & Tema 2,037 | 2,037 2,037 2,037 2,037 10,185
Kumasi BGS BG5S 665 7 665 3,325
Takoradi 485 495 495 495 495 2,475
Koforidua 4RE 4488 488 ABE 488 2,440
Sunyani 555 555 555 555 555 2,775
Wa 408 408 ADR 408 408 2,040
Bolga 422 422 422 422 422 2,110
Tamale 338 338 338 338 338 1,690
Ho 302 302 302 302 302 1,510
Cape Coast 290 290 290 290 290 1,450
4.2 Housing Supply Plan

The project when completed will deliver to the Security Agencies one, two, three
bedrooms apartments and three and four bedrooms bungalows at the various sites
across the country. The actual and final price per unit of the houses to be acquired by
Government under the Housing Project shall be agreed between the Government of
Ghana and STX Engineering and Construction Ghana Limited. The construction and
delivery of the various housing units are detailed in the table below:
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Type
3-bed 4-bed
Security Agencies Area 1-bed |2-bed |3-bed [Bungalow |Bungalow |Sub Total
Accra & Tema 3,650 2,000 00 20 20 6,580
Kumasi 1,550 802 400 10 4 2,766
Takoradi 900 650 320 B 3 1,881
Koforidua 750 416 320 8 2 1,49
Sunyani geo]| eoo| 320 8 3 1,821
Police Wa 500 312 240 5 F 1,059
Bolga 500 439 240 5 Z 1,186
Tamale 700 20 240 5 F 1,267
Ho 400 320 240 5 2z 967
Cape Coast 400 220 240 5 2 967
I Total 10,240 | 6,179 | 3,460 79 42 20,000
Military & Others | All regional capitals] 5,000 3,177 1757 43 23 10,000
Total I 15240 9,356 5,217 122 65 30,000

5.0 BENEFITS

The project will provide the following benefits,

When this project is completed, it would solve the acute accommodation shortage
in the country. It is estimated that about 58% of nearly 25,000 personnel of the
Police Service are without decent accommodation with most of them housed in
‘makeshift facilities” such as canteens, open workshops, kitchens and uncompleted
structures. This housing project will provide 20,000 units of houses to the Police
Service and 10,000 units to the Military and other Security services across the
country. This would meet the five year strategic plan covering 2006-2010 designed
by the Police Administration to address the accommodation problems.

The provision of decent accommodation to the security services will go a long way
to boost morale among personnel whose responsibility it is to provide security as
this would solve overcrowding and risk of health hazards in the barracks. The
problem of some personnel running shifts, to sleep at night, bath on lawns,
crammed into small space-rooms will be solved.

This project will also help the Security Agencies to increase their staff strength.
The police administration had to suspend enlistment into the Ghana Police Service
in June 2009 in order not to aggravate the accommodation problem.

Since this project seeks to construct permanent security accommodation
(barracks), it would help to separate the personnel from the civilian population.
This would enforce discipline, training and espnit de corps. This would also help to
mobilize personnel in case of emergency situations, requiring urgent response.
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V. The construction of the various housing units will engage the services of
contractors, artisans, consultants, building materials sellers and suppliers, food
vendors, among others. Thus it is estimated that the project will generate 75,000
direct and indirect employment to Ghanaians, as it will ensure a minimum of 30% ,;(_
local participation.

Vl. The project will bring about an increase in the Foreign Direct Investment in the
country.

Vil. A project of this scale will certainly transfer technology to local counterparts at the
end of the project.

6.0 CONSTRUCTION PERIOD

The completion period for the project is sixty (60) months commencing from the effective
date of the contract. The project will be executed on a yearly basis of 6,000 unils per

annum.

7.0 FINANCING DETAILS

The project will be financed with a Supplier's Credit from STX Group of the Republic of
Korea with a grant element of 36.93%. This funding satisfies Government's condition for
concessionary financing. The financing terms and conditions are as follows:

Total Contact Amount - Up to USD 1,525,443,468.00 (Including Insurance
Premium)

Grace Period - 5 years

Repayment Period - 15 years (semi-annual payment)

Maturity Period - 20 years

Interest Rate - 2 .00%fixed p.a.

Arrangement Fee - 0.75% fla -

Management Fee - = g""ﬂ' 'l’t{ L

Grant Element - 36.93%

}(; In addition, the Lender has proposed to engage the Borrower in further discussion on Debt-
Commodity-Swap after the execution period.
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