Papua New Guinea
Extractive Industries
Transparency Initiative
Report 2013

12February 2016

ok Y. 4 Extragtive. Eb\; A, ' 41‘ . A ,
sl : Industries P s o N #
) Y ] . -
| Transparency = 4 PNG, ‘ ' I l Building a better
-y Initiative i3 ".._‘_‘5 3 B , ST working world
::rﬂ' Ly |9 " .' ' 4 K.
N> g ‘ g . | 5

e e A, 8

N y
Ly

MW ? .'

<

33
r
-~
b



EY

Building a better
working world

Ernst & Yourf@Consultar) was engaged on the instructitms NG Extractive Industries Transparency Initiative (EITI{'Séerg)anptepare

PNGb6s first Report under the EITI, in acco( fiElgegementAgreeménp ur Contr acH
The results of the Consultantds wor k, report, bresttiont oy the Copsultard'ssrepdfdatedo ns a1
February 201®Report). You should read the Report in its entirety including any disclaimers and attachments. A referencestarth@atéepbrt include

the Report. No further work has beeraken by the Consultant since the date of the Report to update it.

Unless otherwise agreed in writing with the Consultant, access to the Report is made only on the followiacchasia@titkiiRejtbet or obtaining
a copy of the Reportréw@pient agrees to the following terms.

1. Subject to the provisions of this notice, the Report has been prepared for the Client and may not be diadipsedisediy atimgiofher
party or relied upon by any other party without tlittepricongent of the Consultant.

2. The Consultant disclaims all liability in relation to any other party who seeks to rely upon the Repos.or any of its content

3. The Consultant has acted in accordance with the instructions of the Clieritsnvooka@uctipgeparing the Report, and, in doing so, has

prepared the Report for the benefit of the Client, and has considered only the interests of the Client. dttte€oesgtmechisact, and
has not acted, as advisor to any otheApadsdingly, the Consultant makes no representations as to the appropriateness, accuracy or
completeness of the Report for any other party's purposes.

4. No reliance may be placed upon the Report or any of its contents by any recipientaoiytipefReperafior any party receiving a copy of the
Report must make and rely on their own enquiries in relation to the issues to which the Report relatesefieetamataittbesR
arising from or relating to or in any way connebieReyitbrt or its contents.

5. Subject to clause 6 below, the Report is confidential and must be maintained in the strictest confidencéoard towmtynpabty ésany
purpose without the prior written consent of the Consultant.

6. All tax adce, tax opinions, tax returns or advice relating to the tax treatment or tax structure of any transaction to wahictt tlie<Cons e r v i ¢
relate (ATax Adviceo) is provided sol el ynblanyonetelsee(othentfarotaxmat i on a
authorities who may rely on the informati on prftheredpiend wishestot h e m)

disclose Tax Advice (or portion or summary thereof) to ashpattyethiey shall first obtain the written consent of the Client before making such
disclosure. The recipient must also inform the third party that it cannot rely on the Tax Advice (or poetdrfor aoynpueppseer
whatsoever withouttbertCs ul t ant 6 s pri or written consent.

7. No duty of care is owed by the Consultant to any recipient of the Report in respect of any use that the toeiepomay make of
8. The Consultant disclaims all liability, and takes no responsibitityrfwranysued by any other party in connection with the Project.
9. No claim or demand or any actions or proceedings may be brought against the Consultant arising from or tntsaftédteviReptine aon

the provision of the Report to dpiereec The Consultant will be released and forever discharged from any such claims, demands, actions or
proceedings.

10. To the fullest extent permitted by law, the recipient of the Report shall be liable for all claims, demaimgss, astgrexgeosesdloss,
damage and liability made against or brought against or incurred by the Consultant arising from or connéeterbnitinthefRleport,
Report or the provision of the Report to the recipient.

11. In the event that a recipigsties to rely upon the Report that party must inform the Consultant and, if the Consultant so agrees, sign and returr
the Consultant a standard form of the Consul omultdnds MTali aece pli e
reliance upon the Report will be governed by the terms of that reliance letter.

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation



Ministed foreword

It is with a great sense of pride that | add my endorsement to this lan
inaugural Extractive Inéesstransparency Initiative repdNGrThis
report for the 2013 finageialis the culmination of sustained efforts and
collaboration between the giNvérnment, tletractivéndusiiesand civil
society to deliver an informative picture of the extractives sector in P
impact on our economy and our management ol iteyamerates.

| hope this report and the ones that follow will be utilised by all segme
community to enhance the understanding of the economic impacts o
important sector. Frogoeernment perspective the report highlights the
sour fiscal settings surrounding the sector but also illustrates where
information management may give rise to better systems and enhang
ease of doing business in PNG.

PNG is amongst the ngesiogically attractwel resource ricbuntries in
the worldstrong growthmMNGs miningoil and gasector led to the country
becoming the sixth faggestving economy in the world it 2{ile

current global commodity prices have experametid declines "The 2013 financial year report is the culmination
resulting in many resource extraction projects being haltedeor de  sustained efforts and colitom between the@N
number of major proposed projects in PNG remain commercially  Government, the extractive industries and civil soc
and operators have sent a clear message to government of theit 4 qcliver an informative picture of the extractives

to proceed with deveiepts. in PNG, its impact on our economy and our

This report will provide investors and Papua New Guineans with management of the revert
confidence that tj@/ernment of PNG is committed to transparenc
improved investment environment and enhanced development outcomes.

MR- e

Hon. Patrick Pruaitch, CMG, MP
Minister for Treasury & Chairman,
PNG Extractive Industries Transparency Initiative

1 http://ministers.dfat.gov.au/marles/speeches/Pages/2012/rm_sp_120309.aspx?ministerid=4
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Multi-stakeholder gpup statement

The mulstakeholder group (MSG) was established in 2013 to steer and oversee the EITI pLEELRT)

PNG, including to progidei dance and oversight over th process
reconciliation report. Since that time MSG members representing government, civil societ try
have worked together in the true spirit of collaboration towards the conthketiost GNIGSE| \
Report. b N G I

C

This Report represents a journey we have all taken together. The MSG has been focussed on the
PNG EITI objectives to ensure the Report informs: X

3 Improved public understanding of the management of the extractive industries;

3 Impreed accountability of both Government and Industry through enhanced un
of how the extractive industries sectors are managed;

3 Improved transparency of payments made to national, provincial and local Ieve_,\s"}
and landowner groups; and V,b

3 Revaue generation and collection that is consistent with policy settings. &

However, the activities of the MSG have not only resulted in the culmination of this report but have
given rise to other opportunities for government, industry and civil stgeth¢o aatk
improve awareness of the extractive industries.

Some of the activities of the MSG members can be found on the PNG EITI wedostitdy
activity reports and a range of awareness raising activities are there to examine more

The MSG chaired by government has further strengthened the relationship between |
administration and regulating agenciesgémiey collaboration is critical to achieving the
positive resource revenue management outcomes, bath éolteatiens, expenditure and
transparency. Inggrency collaboration is also important to identify opportunities to makig gt Ke 8 78 (el
and processes more Higendly for business.

The EITI MSG process has not only allowed for bagtendgteollatation but it has
enhanced it further through greater access to industry and civil society.

Industry representatives on the MSG have been drawn from both the oil and gas an(ﬂellmisearctl
sectors. Our industry representatives have worked consisteniti gitatigenerosity of time

and resources to help advance all aspects of the EITI process. This report shows what valuable

partners they are in the pursuit of our development objectives as a nation and the ree

they make to the economyrépet is focussed on revenues produced by these sectors

sets out the other important economic contributions such as voluntary social expendiBARRI C K

=INCS

HIIAGA

PNG MINING

WATCH GROUP ASSOCATION

THE PAPUA NEW GUINEA
FORESTRY
Fo R u M Inc.
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Representatives from civil society have also been critical partners in the ElTpqonvadess. T
voice to the many Papua New Guineans from impacted areas and the community more
have their own perspectives on the impacts and contributions of the extractives industry.

have already commenced community outreitiel adtieh will be critical to informed public debate

on how PNG should manage its immense and valuable natural resource endowments into the

future. A basic civil society expectation is that responsible government and indus "“I MOROBE

will provide veaabile and reconcilable data now and in future reports. MINING

The MSG would like to extend their thanks to the PNG EITI Secretariat headed by wu v ° S

Alkan, for his tireless efforts, to the World Bank for their continued support and to the
International &etariat for their valued advice and guidance, and to the international su lna

civil society network provided by O6Pub You
for its assistance in the preparation of the scoping studyfanpeiddEming its duties as the

independent administrator.

NEWCREST

MINING LIMITED

CivIC

CONSULTATIVE IMPLEMENTATION
& MONITORING COUNCIL

Ex¢onMobil

PNG Council of Churches
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|l ndependent administratorodos notes

Reporting period

This report covers the period 1 January320D8cember 2013. In some instances where figures for this year could not be
obtained, the most recent available data is given. Where relevant, we have alsoliselqdedtdia¢areporting period.
We havannotated data relatingetrs otherah 2013vithin the text

Currency

Some figures in this report are given in US d@jath&lS in PNG kina (PGK). This reflects the data as received; the
independent administrator has not converted any amounts, nor have we checked dorwetisign@aBAthe
average 2013 D®PGK exchange rate wa®.28253

Data accuracy

The data contained inrdi®rtvas compiled from a mixture of publically available information and data sourced from docume
providedirectly by reportamgities and members of thestakgholder grouyio quality assurance has been provided to

confirm #haccuracy of the dateeaning there could be the possibility of errors and incompletenegsdisthssiataof

quality assurance with regpebe financial data can be fmupagd 01

Authors

This report was writteMayhew Nelson, Frank BouEgapeth Rose and Jane Farago, with supotifrdvilligan,
Brandley Sunico, Leonard Catalon and Rhiannon Tomlin.

2 http://www.oanda.com/currency/histdgsAl
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Executive smmary

This is Papua N acar@idatercauatry gdeExtractive Induseripsararisparency Initiative (EITI). In
accordance with the Bt@hdad,?3 thisreport has been guided by astakgholder group (MSG) comprising representatives of
government, industry and civil society, and has been prepared by an independent administrator, EY.

Thisreport covers the calendar year of 2013, and encdemgessasminingindoil and gas.
About Papua New Guinea

Papua New Guinea (PiN®he of the most diverse countrastionwith over 850 indigenous languages and at least as many
traditional sities, out afpopulation oBTillion. The population is highly witalonly 18 per cent of its people living in
urban centrésand a combination of dense tropical rain forest and mountain ridges keep many areas isolated.

The nation establisietEpendendéeom Australia on 16 September 1975, and has experienced some political instability and ci
war in its young history. The country is becoming more
according to World Belaksificatiori$iowever, as a country still establishing infrastructure and governance structures, togeth
with the complexities of a tribal economy, challenges to improving the wellbeing of the PNG population remain.

Poverty remains widespread, vetitiarated 36 per cent of the population living on less than $USMSpecidhy.
indicatoré such as health, education and gender égiadityause for concern, with PNG failing to meet any of the benchmarks
set by the UN as part of thenMilim Development Goals.

Fraud and corruption are widely regarded as a challenge for PNGatiked80ouy of €8countries in Transparency
I nt er rCartuptionrPar¢eption lml@013The PNG Government has recognised the importance of addressing these
issues aninproving perceptions of its attractiveness as an investment prospect.

Accordingly, the PNG Government, led by the PNG Minister for Treasury, applied for EIT|arawizdaagde@6d 2s a
candidate countnyMarch 2014

The extractive industries in PNG
PNG is a country rich in minerals. It ranks in the top 20 world gold and copper producers, and also pradundsatilver, nickel :
Mining in PNG dates back to 1888, with the modern mining industdydegbo pird960s.

During the reporting period, eight mines were operatimisinifit€sl over a number of provihess mines are described
inTablel.

3EITI Standard, 20t&ips:/eiti.org/files/English_EITI_STANDARD.pdf
4http://data.worldbank.org/countryfpeyyzgainea
5 http://www.pg.undp.org/content/papua_new_guinea/en/home/countryinfo/

6 http://www.pg.undp.org/content/papua _new_guinea/en/home/presscenter/pressreleasest2OAGuMaéaid cepumvithunmetievelopment
goals.html

7Transparency Internati@@l5https://www.transparency.org/cpi20154abeilts
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Tablel: Majormining operations by site

Mine Operator Primary minerals | Province Year Mine Life Output per annum
produced opened (years)

Ok Tedi Ok TedWlining Limited | Copper and gold  Western 1969 500,000z Au,
(from 201%) 170,000 Cu

Porgera Barrick Gold Gold and silver Enga 1989 20 500,000z A,

90,00@ Cu

Lihir Lihir Gold Limited Gold and silver New Ireland 1997 15 800,000z Au

Hiddervalley NewcresindHarmony  Gold and silver Morobe 2009 10+ 200,000z Au

Ramu Nickellobalt MCC Ramu NiCo Limit Nickel and cobalt Madang 2012 20+ 31,00a Ni, 3,300

mine Co

Tolukuma Petromin Gold Central 19830 No data No data available
available

Simberi Simberi Gold Company Gold New Ireland  1920s 10 72,00z Au

Limited

Sinivit New Guinea Gold Gold East New Brita No data No data available

availabfé

New projects in development inblideegeamine Solwara 1 (ownetlaytilus Minerglsrieda River (PanAust) and Walfi
Golpu (Harmony/NewcrEgploration activitiniensivecovering over 80 per cent of the country.

Mining companies active in PNG include international companies and a number of jgetheymithnieany srsatle
miners. Somei@D,000 people agtimated to eagaged imformadlluvial/smadtale mining.

The oil and gas industry emerged in the lat®il @8dduction is currently in slow but steady decline, averagjégdabout 2
barrels perday in2B8BNG6s proven crude oil reserves are estimated

During the reporting period, Oil Search was the onlactwebapyoducingdrocarbonmjoint ventusewith a number of
partnericluding

Exxonldbil

Santos

JX Nippon (Merlin, Southern Highlands Petroleum)
Cue Energy

MRDC

Petromin

MMAMNTNTEN

Oil and ggsroductiois concentrated in the Southern Highlands, at:

Kutubu
Agogo
Moran

SE Mananda
SE Gobe
Gobe Main
Hides

MMAMNTNTNNEN

In construction during the reporting period was a major new development, the PNG LNG Project. Led by ExxonMobil, this |
links a series of gas production and processing facilitié6Wikiloweztres pipelines. The first export left PNEB ¥idit
US$1%illion the projecttise largest investmmaidean PNGo date

Exploration is at artialle high, with little open exploration ground available.

8 Direct communication from Treasury, 2 December 2015

90k Tedi Annual Report 207®, p

10 http://www.mpi.org.aweonk/papuaewguinea/tolukuma/

11New Guinea Gold apparently ceased operating in 2014, and have allegedly since been blacklisted by the riirmgpeiiat&ias fadter fihe mine site

was abandoned by the developer and cyanide pollution was found in local river dyspEmsa(soorce.wordpress.com/tamimearold)
12Qil Search Annual Report 2013 tp28vww.oilsearch.com/Media/docs/7644 OilSearch AR13 -@begletesbflZ4b5@9e57%ch2f5acl1bSepdf
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Figurel: Overview of entities in the PNG extractives sgcB

Government
Minerals Resource Authority
Department of Petroleum and Energy

State-owned enterprises

Petromin

Ok Tedi

Mineral Resources Development Company
Independent Public Business Corporation
National Petroleum Company of PNG

Industry association
PNG Chamber of Mines and Petroleum

Legal Framework

Oil & gas companies
(excluding SOEs)

Oil Search

Cue PNG Oil Co. P/L
ExxonMobil

Nippon

Santos

Mining companies

(with associated mine in parentheses)
Ok Tedi Mining (Ok Tedi)

Barrick Gold (Porgera)

Lihir Gold (Lihir)

MCC Ramu NiCo (Ramu)

Newcrest and Harmony (Hidden Valley)
Petromin (Tolukuma)

Simberi Gold Company (Simberi)

New Guinea Gold (Sinivit)

PNG has a robust legal framework governing the extractivMespiedusitation and enforcement of this framework, however,
is weakened by multiple layers of government with decreasing capacity and increasing opacity.

Revenues from the extractive industries are collected by the Internal Revenue Commission (IRC) inlacoor@axce with the
Act 1959which includes specific rules applying to resourcd pegjates.of income taxation on extractive indBsi€es in
range from 30 tofr cenPNGscurrentlyeviewing its tax regime, witkxthactive industriesng a specific area of focus.

Other relevant revenue mechanisms include:

Withholding taxes
Fiscal stabilipyovisions
Additional profits tax

government
Goods and services tax.

M ™THEMREM

Rowlties, developmentdsand productideMeswheredevelopment levies are paid to the relevant local or provincial

Supporting thiecome Tax AstheMining Act 199dich isdministered hetMineral Resourgeshority (MRa)dtheOil
and Gas Act 1988d0Oil and Gas Regulation 2@02inistered tye Department of Petroleum and Energy (DPE).

The state has the right, but not the obligation, to acquire up to 2 & peeticigrating interest desinated gas or

petroleum project, and

up

to 30 per cent of a mining p

The state is required to grant free equity in resource projects to landowners from the area in which a pajaekesslocated whe

anequitypari ci pati on

interest.

The | andowner sé share in

proj

projects, free carried by the state, and is controlled by a state nominee company managed by the Mineral Resources Deve

CompaylLtd (MRDC).
Contribution to the economy
The

extractives sector

pl ays a

significant r olngsomen t he

downstream impacts such as construction. However, it has a more modestimpecitsavenue, GDP and employment.
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Figure2: Percentage contribution of the extractives sector to economic measures

o Employment

Government revenue

79.6

GDP growth

GDP
Exports

The sectas estimated émploy,000 t80,000 people out of a populatiomelliér8Theconstruction of the PNG LNG project
produced a significant spike in employment during the reporting period, which has fallen off since theoduajiohentered its pr
phase. The project, is, however, expected to make an increasedocGfbatgiovernment revennduture years

The sector has both positive and negataleeconomic and environmental invpaittsave been explored in detail in the

United Nations Development Programme puBkgatoohew Guinea National Human DeneRepwet 201%he report

offers insights into why the wealth generated by the sector has not translated into a better standarditf 6¥iRggoathe major
New Guineans. Some of these insights are reinforced by ththfindipgstoh gadar, lack of transparency, and the under
resourcing and weak capacity of government organisations.

The Go v ¥isiom 20&6ats ab ambition to move the economy away from dependence on the extractives sector to a brc
base encompassing agrieyltorestry, fisheries,-eroism and manufacturing.

Production data

Mining @mpanies provide production data to the MRA on a monthly basis as a part of tleelggyeltpret@ssThe

data includes quantity produced, quantity shippedtamduextyr mine sitee data provided for the reporting period was

both incomplete and inconsistent. Significantly different data sets were provided by the MRA at differemstiovesdand both se
information gaps. These gapsreegnisedy theMRA whichhas been workiwith companiesupdate its datBhe MRA

reports thasince July 20ta is now captured directly into its digital cadastre and is reliable; future EITI reports will show
whether this is the cdge MRAdvised fierforms checks on the data but does not have the capacity to perform audits.

A summary of the more recent data set provided by MRA isTpliedbedlow.
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Table2: Mining production datammary @13

Shipped ——Export vae (A

Gold (0z) 18,400,04¢ 17,617,99¢ 3,279,336,66
Silver (0z) 27,386,78¢ 27,202,12¢ 135,817,55(
Copper (tonnes) 90,775 87,467 1,256,064,94
mixed hydroxide precipitate (tonnes/kg) 104,655 138,201 286,830,99!

Oil and gas companies report production data to DPE on a monthlydlasit@BEdatly performing detailed reviews or
audits of the data due to resourcing constraints

Oil Search was the only company actively producing during the repdieicgmedoed the DPE figures with those reported
by Oil Searchiteannual report, and found them materially coflsestetdl quantities, across all oil and gas fields, i
summarised Table3, below.

Table3: Oil and gas production data summary 2013

Qil Gas Royalty Export value
(stbopd) (Msc) (PGK) (PGK

10,811,04 10,607,13 125,351,24 48,270,96 2,413,548,1¢
*used domestically; not converted to LNG for export

Stateowned enterprises
Thestateowned enterpris&OE¥in PNG during the reporting peeied

¥ IndependeRublic Business CorporgtRBC)

E Mineral Resources Development CompanyMiRIXE)
£ National Petroleum Company of PNG (NifiT#)

F Ok Tedi Mining Limited

EZ Petromin PNG Holdings Limited.

These showed varied levels of capacityhspar&acy; Ok Tedi and Petromin provide plentiful information online, while the IPB
has been desgrsitlbeand ca d ahlddtheMRIOVES nat aldegogorodarcigl dataore recent than

2009 despite having submitted itss@@blints to the Aud@eneraGiven the significant public funds managed by the MRDC,
this is of particular concern; it denies the government and people of PNG adequate information about thesir interests, and ¢
considerable scope for misappropriatio

Of the SOEs, Ok Tedi was the only operating company that made quasi fiscal payments during the reportidg period. This ir
PGK54.7aillionin payments to affected communities.

E In April 2013 the government announced plans for a significamng efsatlstatevned assets into three new companies:
3 Kumul Petroleum Holdings Limited will now hold all hydrocarbon assets, including those of Petromin.
3 Kumul Minerals Holdings Limitbaldiflll stat@vned mining assets, including thesearhin and Ok Tedi.
s Kumul Consolidated Holdings will hold all othems@dtenterprises.

This restructure is still underway at the time of wiitiegaamdo be seen whether the new entities will be able to improve on
the transparency pertoroe of their predecessors.

Management and distribution of revenues

Corporate income tax and dividends from the extractare sectded in the national budget as separate line items. Other
revenues are recorded in various places, most of ednsiderably less transparent:

Oil and ga®myalties arlitencdees are recorded in the Joint Department of Petroleum and Finance Trust Accounts
Mining royalties, production levidisemzfees are recorded in the financial reports of the MRA

Dividads from NPCP are recorded by the IPBC, as trustee of the GBT

Equity in a@ihdgas and mining (NPCP, PetramdriYIRDGand sale of mineral commodities (Ok Tedi, Petromin) are
recorded in the annual reports of the relevant entities

MMATNMN

13Finding baland@enchmarking the performance edwtad enterprises in Papua New Qdéaretaluyong City, Philippines: Asian Development Bank, 2012,
(6Fi ndi pIRhttp:éwwa.adb.erdis)tes/default/files/publication/299&84mueen chmarkigmerformance.pdf
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¥ Development levies ercorded in Finance Trust accounts.

Some benefits to regions impactedesyractivendustrieare set out in law via royalties, equity stakes, dividends and
compensation arrangements. Others are included in memoranda of understabgiraperbasissthe new PNG LNG
project, for example, includes many-fleendigg arrangements. Howtkesie agreements are in most cases not public, and
accountability mechanisms vary significantly.

Royalties and levies, particularly those received for oil and gas, are held in trust. The category, numiseaaodusdtance of tru
in use could not lediably identified, even by the Auditor General. Additionally, Trust Account Spending has not been incorpol
into State Budget Expendiatmgsignificantsk ohbuse.

Auditing of government accounts is challenging dueespureeg and laflcapacity both of the Av@iwm er al 6s o f f i
itself and the entities reporting to it. Recent audit reports indicate serious gaps and inconsistenciespgertaularly with re
provincial and letatel governments.

Although the government publésshamber of budget papers, there is insufficient public information on the budget process. Tt
information provided for this report indicates a reasonably robust process, which is also undergoing acteaeform and impi

An important new develaprisethe establishment of a Sovereign Wealth Fund in July 2015, to better manage the wealth
generated by the extractive sector.

Licerce allocation and registration
The MRA has an online cadastre of mindeg lidgnffulfilsall EITI requirements ef@mpcommodity produced.

The MRA website includes information on the different types of licences and the application process. Hoivever, we did not
any formal documented evidence from MRA of the assessment of financial and techicatichiteriss disevatdisclosure
of noHrivial deviations from the applicable regulatory regime in awesding licen

There islsono public information relatittgetaansfer of licencasd this informathaal notbeerprovided by the M&Ahe
time of writing

The official register of oil anticgges is maintained by the DPE in handwritten ledgers entered itCdatenbisterage
and handling processes present a significant risk of data loss should a fire or other inciééhfamititie@héne D an
urgent need for the DPE to implement a reliable modern rediseglsystenutility of the systemble extraction and
analysis of information both by the DPE and thiahpaidigsovide redundancy against loss.

Meaanwhile,th DPE&s own r e v iraewf faillere/te corhpdy with refuiremerdsrincludimag t

¥ Adherence to reporting requirements
F \Validity of work programs being implemented
Z Payment of liaenfees.

The department does not have a welzsiteer@ns currently no publically available information on the technical and financial
criteria used to award tiesor notrivial deviations from the applicable regulatory regime in awasding licen

Beneficial ownership

The PNG government doesenatre companies to disclose the ultimate beneficial owners of companies producing oil and ga
minerals, and does not have a publically available register of beneficial ownership in extractives entitifse We have includec
information in this reportl apart from statened entitighe majority are public listed companies.

Social expenditure

Mandatory social expenditures are agreed coyzasdmsis between the government and project proguhémse
agreements are not discl@Siedeagreements are confidential, there can be no way for interested parties to ensure that paym
are being made ttardance with those agreements; we therefore encourage disclosure of these agreements.

Mandatory social payments were made by BamiclONilagdi Mining, Lihir Gold and MCC Ramu NiCo Ltd.
Some companies also disclosed voluntary social expenditures, which ranged from zero to millions of kina.
Reconciliation of revenue streams

Figure below gives an overview of all revenue streams from the sector.

PNG EITI Report 2013 EY619



Figure3: Revenue streams from the extractive sector, together with receiving entity

Mining Mining and Petroleum

Mine closure bond Department of Environment
Customs

Production levy

Application, renewal,

renewal penalty and MRA
transfer fees

Direct recipients

ik sl faes } IPBC, Treasury, Ok Tedi

Petroleum
_ } Department of Environment
IRC

IRC

Landholders, landowner
assaociations, provincial
governments

Notes

Bold = material revenue streams
* = IRCand customs
= reportedto IRC

Our determination of nigtsrincluded all revenue streams that contribute two per cent or more to the total known revenue
received by the government from the mining and oil and gas sectors. We also included some revenue streams that were b
guantitative threshold, tictwwere considered potentially material based on our qualitative definition of materiality.

Table4 Revenue streaniscludedn thereconciliation

Revenue/Payment stream Receiving entity % contribution to

" total known
Mining | Petroleum revenue

Mining and petroleum tax (corporate IRC 42.6€
income tax)

Group tax (taxes withheld on employ IRC 33.0¢
salaries)

Royalties State, provinces, landowner groups, other { 11.63
Equity distributions MRDCPetromin 5.47
Production levy MRA 1.17
Dividends IPBC, Treasury, Ok Tedi 1.12
Development levy Finance 0.89

The reporting entities were identified as follows:

Table5: Reporting entities

Mining Oil and gas Stateownecenterprises Government departments ang
statutory authorities

Ok Tedi Mining K@k Tedi) 3 Oil Search 3 Independent Public Businc 3 Internal Revenue
3 Barrick GolPorgera) 3 ExxonMobil Corporation Commission
I . 3 Mineral Resources 3 Minerals Resource Author
3 Lihir Gold Ltdihir) 3 Santos Development Company Deoartment of Treas
3 MCC Ramu NiCo (Rému) 3 JX Nippon Limited P i
3 NewcestandHarmony 3 Cue Energy 3 National Petroleum Comp 3 Department of Finance
(Hidden Valley) of Papua New Guinea 3 Department of Petroleum
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3 Petromi(iTolukma) 3 Petromin 3 Ok Tedi Mining Limited Energy

3 Simberi Gold Co. Ltd 3 Petromin 3 Department of National
(Simberi) Planning & Monitoring
3 NewGuinea Gdi@Sinivit) 3 PNG Customs

*New Guinea Gold was in receivership at theepiortig and was thus not able to report.
NCue Energyébés equity was sold to NPCP in 2014

Theresults of the reconciliation, identifying diffemepoetesh amounts for key revenue stregongyigied in the table below.
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Table6: Summary of results of reconciliation of revenue streams

Company revenue stream Currency Reported by company Reported by receiving Variance Variance Mining /
entity (absolute) (% oil & gas

Barrick Gold Corporate Income Tax PGK 0 0 0 0.000 M
Group Tax PGK 54,518,397 M A
Infrastructure Tax Credits PGK 15,869,575 not provided M
Production Levy PGK 3,683,705 3,706,875 23,171 0.006 M
Royalties PGK 32,868,262 15,046,512 -17,821,750 -1.184 M

Cue Energy Corporate Income Tax PGK 0 0 0 0.000 OG
Group Tax PGK 1,209,746 oG A
Infrastructure Tax Credits not provided not provided OG
Royalties usb 34,594 0 -34,594 oG

ExxonMobil Corporate Income Tax usD 54,316,394 54,316,394 0 0.000 OG
Group Tax PGK 181,340,398 oG
Infrastructure Tax Credits usD 794,697 1,226,236 431,539 0.543 OG
Royalties usb 0 0 0 oG

JX Nippon (Merlin) Corporate Income Tax uUsD 42,459,652 42,507,077 47,425 0.001 OG
Group Tax PGK 0 OG A
Infrastructure Tax Credits usb 1,072,261 1,072,261 0 0.000 OG
Royalties usb not provided not provided oG

JX Nippon (SHP) Corporate Income Tax usb 2,012,214 2,012,214 0 0.000 OG
Group Tax PGK 0 oG
Infrastructure Tax Credits usb 69,063 74,842 5,779 0.084 OG
Royalties not provided not provided 0 oG

Lihir Gold Corporate Income Tax PGK 4,523,635 not provided M B
Group Tax PGK not provided M A B
Infrastructure Tax Credits PGK 17,137,429 not provided M B
Production Levy PGK 5,097,608 5,097,608 0 0.000 M
Royalties PGK 44,597,389 not provided -44,597,389 M

MCC Ramu NiCo Corporate Income Tax PGK 0 0 0 0.000 M
Group Tax PGK 16,043,311 M A
Infrastructure Tax Credits not provided not provided M
Production Levy PGK 16,844 16,844 0 0.000 M
Royalties PGK 0 0 0 0.000 M

New Guinea Gold Corporate Income Tax PGK not provided not provided M C
Group Tax PGK not provided M A,C
Infrastructure Tax Credits not provided not provided M ©
Production Levy PGK not provided 0 M C
Royalties PGK not provided 107,961 M ©

Newcrest and Harmony Corporate Income Tax PCGK 0 0 0 0.000 M B
Group Tax not provided M A, B
Infrastructure Tax Credits not provided not provided M B
Production Levy not provided not provided M
Royalties PGK not provided 12,979,100 M

Oil Search Corporate Income Tax usbD 130,957,545 130,957,545 0 0.000 OG
Group Tax PGK 83,315,927 oG A
Infrastructure Tax Credits usb 8,046,328 8,046,328 0 0.000 OG
Royalties PGK 48,905,606 48,270,964 -634,642 -0.013 OG

Ok Tedi Mining Corporate Income Tax PGK 104,965,000 104,978,978 13,978 0.000 M
Group Tax PGK 112,262,277 M A
Infrastructure Tax Credits PGK 16,875,059 not provided M
Production Levy PGK 7,748,633 7,740,759 -7,874 -0.001 M
Royalties PGK 48,978,341 33,154,064 -15,824,277 -0.477 M

Petromin Corporate Income Tax PGK 16,109,000 15,752,426 -356,574 -0.022 OG
Corporate Income Tax PGK 0 0 0 0.000 M
Group Tax PGK 4,783,574 M A
Infrastructure Tax Credits not provided not provided M
Production Levy PGK not provided not provided M
Royalties usbD not provided not provided OG
Royalties PGK 0 0 0 M

Santos Corporate Income Tax usb 1,567,100 not provided 0.000 OG D
Group Tax PGK not provided oG A, D
Infrastructure Tax Credits usb not provided not provided oG D
Royalties usb 98,906 0 oG

Simberi Gold Co. Corporate Income Tax PGK 0 0 0 0.000 M
Group Tax PGK not required 9,180,216 M A
Infrastructure Tax Credits not provided not provided M
Production Levy PGK not provided 170,222 170,222 M
Royalties PGK 3,365,235 2,440,122 -925,113 -0.379 M
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Summary dindings andecommendations:

Anyone with an intereBiNiGwill be aware of the huge promise the country offers, and the significant frustrations of realising 1
promise.

The avidability and reliability of data is frequentlyzitedresj or chal |l enge in PNG, and the
confirmed by World Bank indicamyernment agencies commonly report a lack of adequate resourcing and talent to carry ou
their role effectively. These findings have been further confirmed by this report. Without reliable systemmslitorgecording and
data, there is nothing to prevent fraud and corruption from occurring undetected. The implementatiordof robust systems ar
processesand the capacity to implementitekould therefore be a priority for government agencies.

Aside frormarganisational capacity, we found varied levels of willingness to engage with the reporting process. While some €
were extremelylpiel, many avoided coritatbne instance literally shutting the door on a representative of the independent
administrator. One entity cited personal safety concerns as a barrier to reporting, having found that psevious efforts toward
transparency hessulted in attempts to extort funds. More common was that information was delayed, and incomplete when
submitted’his may be allayed in future EITI reporting periods by engaging with organisations early and actively working wit
to providéhe necessary information.

While this report highlights many serious information gaps and inconsistencies, it is to be celebratedwer@. piositive step for
brings much information to light for the first time, and equips government, irsdustty anéNi@ilwith a good baseline from
which to i mprove the transparency of a sector that pla

Through the process of preparing our report, we identified a number of findings. In cellatanbane Fiadinegard to the

seven key requirements of the EITI Standard. We have assigned a three stage priority ranking to each o thr findings, bas
assessment of the iIimpact of the f i nimdingsgpndoatcomibhGadians, and mp |
a description of the priority raatepgovided in Chapter 12.

Table7: Summary of findings and recommendations

1. Effective oversight by the msitikeholdegroup

Members of the MSG were engaged in the EITI
process, and recognised the importance of enhe
transparency for the extractives sector. Member:
MSG provided information to us in a timely mani
supported us in our role antlependent
administrator.

NonMSG members were, in general, less suppo
the reporting process, required much motgfolloy
from the independent administrator, and took lor
respond to requests for information.

Importantly, we note that no 8@iEsmembers of tf
MSG during the reporting period.

2. Timely publication of EITI Reports

The reporting period ¢
was the 2013 calendar year. However, prephtad
EITI for the 2013 period commenced in August 2
with publication of the report in February 2016, r
than two years after the end of the reporting peri
this period of time there were significant change:
impacted on the abilityoltect and report informatis
relating to the reporting period

In order to enhance the engagement of key reporting en
the reporting process, we recommend that the PNG EIT
Secretariat considers inviting key SOESs to participate in

If membership of the MSG is not possible for these repor
entities, we recommend that the MSG identifies appropri
to maintain a dialogue with these entities regarding the E
reporting process, including, for example:

Providing regular communicatithe EITI process, reportin
updates, and key meetings to these organisations

Inviting these companies to participate in major EITI me
events, such as the EITI report launch.

Further, we recommend that the government of PNG col
implementing a legislative penalty regime for entities tha
cooperate with EITI reporting requirements.

We recommend that the MSG develops and implements
term project plan such that preparation of EITI reports is
conducted in the first half of the calendar year directly fo
the reporting period.

However, we note that in order to action ¢hehainges,
consideration would need to be made to the availability ¢
budget figures from Treasury.

3. EITI Reports that include contextual information about the extractive industries

PNG EITI Report 2013
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Finding

We identified a number of gaps in the rieggsice
maintained by the MRA, including:

£ No information on commodity produced

E Assessment of financial and technical criteri

E Nontrivial deviations from the regulatory regil
awarding licences

E Transfer of licences

The official register of oil and gas licenses is ma
by the DPE in handwritten ledgers entered in da
Further, the current stofag#itiesepresent a fire

hazard and a risk of loss of data within the regist

We had difficulty obtaining current and comeietk
on some entities. 1| nf¢
often incomplete or out of date, particularly for tr
or norexstent in the case of the MRDC.

The production data provided for the reporting p:
was both incomplete imodnsistent. Materially
different data sets were provided by the MRA at
times, and both sets showed information gaps.

Oil and gas companies report production data to
a monthly basis. DPE is not currently pedetaiied
reviews or audits of production data.

Whilst the production data from Oil Search and t
reconciled for this reporting period, we believe tt
existing systems are likely to be inadequate to
this performance as the industry expandseo
coming years.

PNG EITI Report 2013
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We recommend that the MRA:

E Updates their cadastre to include information on the
commodity produced.

E Provides publicly available information on the transfe
licences, either via the cadastrejtemebsite.

E Formalises the technical and financial criteria used fc
assessing éace applications (if not already formalise!
communicates these to the Independent Administrat
future reporting periods.

E Provides information to the Independent Administratc
trivial deviations from the regulatory regime applied i
awardhg licences.

DPE mustrgently implement a reliable electronic registry
to supersede the current paper ledger system. The regis
be designed to enable tracking of payments made by lic
holders and their JV partners. The register should be av:
the piblic online.

DPE should establish a website and make public the prc
allocating and transferring licences, and:

F Formalise the technical and financial criteria used fol
assessing licence applications (if not already formalit
communicateste to the Independent Administrator fi
future reporting periods.

E Provide information to the Independent Administratol
trivial deviations from the regulatory regime applied i
awarding licences.

We recommend that measures are undertaken to engag
the EITI reporting proc€hss could include, for example,
inviting representatives of the SOEs to participate in the

Further, we recommend that the MSG conducts EITI trai
the SOEs.

We recommend that the MRA:

F Adopts standard units of measurement for reporting |
mineral commodity

E Requires mining qanies to provide data to them in
consistent units of measurement, to mitigate any nee
conversions to be applied

F Conducts a detailed review of data within the digital (
prior to the next EITI reporting process to identify an(
risk areas

E Considers implementing regular independent audits
production data and related payments, to ensure tha
regulatory compliance is being maintained.

We recommend that the DPE:

E Develops and implements a digital database or cada
record licence details, periodic production data, and
payments

F Develops reporting templates for monthly production
to the DPE, inding standardised units of measureme
mitigate any need for conversions to be applied

E Considers implementing regular independent audits
production data and related payments, to ensure tha
regulatory compliance is being maintained.
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Over the pagear, the DPE has been conductingz UU U
compliance review. Early findings from this revie\
revealed a 50 per cent rate of failure to comply w
requirements including:

E Adherence to reporting requirements
E \alidity of wopkograms being implemented
 Paymenotf license fees.

At the time of writing, it is unclear whether the
compliance review has been finalised, and whet
DPE is in the process of implementing the
recommendations provided.

We strongly recommend that the DPE finalises its compl
review, and commences implementing the recommendat
soon as possible, as the findings relate to key elements
compliant EITI Report.

4. The production of comprehensive EITI reports that include full government disclosure of extractiveevelustriesd
disclosure of all material payments to government by oil, gas and mining companies

Some agencies had few or absent controls over UU U
from the extractive industries. We observed that
payments were still often made via cash or cheq
manual processes for issuing receipts. The abse
robust system for managing payments leaves th
system vulnerable to fraud, corruption, and hum.

Treasurprovided significant assistance to us in
preparing PNGodés first
discussions, we noted a number of issues that ir
on the timely preparation of the report:

E The budget process was not publicly availab

E Underlying assumptiand methodologies for
Treasury data were not always provided

E Units of measurement were not always defin
consistent with the rest of government

E Time lag between data periothaadailability of
final numbers

Reliable reporting on EITI requirements depend: UU U
on robust systems for collecting and sharing dat.
example production data and export data as wel
revenue streams. Data reportedranusifferent

agencies or in some cases even from the same
agency at different tifnd&l not match, which

obscures whether correct payments have been 1

This document is PNGO:«
as such, formal processes and procedures were
nonexistent, or in thafiancy. Further, companies ¢
government entities had no legal obligation to pe
in the EITI process, which resulted in difficulty ol
the required information in some instances.

PNG EITI Report 2013

We recommend that government entities engage in a pr
modernize payment systemsligloBis should include, for
example:

E Payments being made by EFTPOS for all transactior

F Implementing segregation of duties, and manageme|
oversight of cash processes

E Implementing a rigorous audit pragragularly assess
fraud risks.

To streamline future EITI Repadtty @novide more accessi
information to stakeholders, we recommend that:

E Treasury should publish clear, accessible informatior
budget preparation process, preferably on its websit¢

E Tables in budget documents should clearly and
comprehensivest lielevant assumptions and basis for
calculation.

E Units of measurement should be standardized betwe
government departments, particularly with respect to
production data.

E Treasury should consider options to fast track the av
of Budget actuais,enable more timely completion of ¢
EITI Reports.

Systems should be established to enable productive she
information between govemhagencies. This should incluc
establishing common units for measure, conversion fact
foreign exchange rates.

The PNG Government shavdldp and implement new
legislation to enshrine EITI reporting requirements in lawn
Specifically, this legislation should include, for example:

Criteria for identification of reporting entities
Materiality thresholds

Details of revenue streams required to be reported, ¢
whid entity

Details of production data required, including standai
units of measurement

Time frames for reporting

Audit and assurance requirements

MM ™M ™TWMHEMW
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Some information that is required for EITI report
protected by confidentiality agreements, rdisclost
restrictions within the laws of PNG, or other rest
including:

E Tax payments made to IRC
£ Contracts between extractives industry and t
government (e.g. no details of social paymer

In order to obtain the information, we were requi
eitheimplement labdatensive wegkounds (such &
confidentiality waiver letters), or obtain informatit
directly from the source. In some cases, we wer:
tosource information from any source due to the
confidentiality restrictions.

Mandatory social expenditures are agreed dloya «
caseand these agreements are not disclosed.

Information relating torsational transfers and uuu
payments was difficult to obtain. Some benefits |
regions impacted by extexctive set out in law via
royalties, equity stakes, dividends and compens.
arrangements. Others are included in memoranc
understanding on a ebgease basis. However, the
agreements are in most cases not public, and
accountability mechanismssignificantly.

We recommend that the Government of PNG amends le
to enable information required for EITI reporting to be dit
the Independent Administrator, for the purpose of reporti
EITI report.

We also recommend that the Government ofi§it\&Bsco
removing confidentiality clauses from contracts with the
industry, where information is required for EITI reporting
couldbe limited to certain elemafttse contracts.

Disclosure of both agreements and payments should be
encouraged. When agreements are confidential, there c
way for interested parties to ensure that payments are b
in accordance with those agrdeme

Companies should be encouraged to disclose their soci¢
expenditure, including beneficiaries and evidence of out

We recommend that the MSG engages the Department
in a detailed review of subnational payments and transfe
the next EITI reporting process. The review should spec
identify all recipients of paymentspadetails, nature of
payments or transfers beingivednd itemised payments
during the period. Importantly, details of the payer (whet|
national government or extractive industry company) she
noted.

Further, we recommend that the NEFC s@msitading futur
Budget and Fiscal Reports to collect information on subr
payments and transfers in line with the EITI requirement

5. A credible assurance process applying international standards

Due to limited time available for preparing this fii UU U
report, the MSG and the Independent Administre
agreed that reporting entities would need to hawv
submissions signed by an authorised company
representative. This is a very low level of quality
assuance, as no audit or review of the reported
amounts was requested or obtained.

We would strongly encourage the MSG to implement the
recommendations provided in this report. In order to do |
suggest that the MSG integrates key actions inGoBERE PN
work plan, allocates persons responsible, and tracks pro
against these.

6. EITI Reports that are comprehensible, actively promoted, publicly accessible, and contribute to public debate

At the time of finalising this report, we had not b
advised whether the report would be translated i
either Tok Pisin or Hiri Motu, the second and thir
languages of PNG, after English. Further, we we
aware of whether a PNG sign language translatc
attend the launch event.

For fut@ reporting periods, and in line with leading practi
recommend that the MSG considers whether further me:
circulate the report would be appropriate. This could incl
example:

E Publicising a summarised EITI Report in both Tok Pi
Hiri Motu, if appropriate.

E Arranging for a PNG sign language translator to atte!
launch event.

7. The multakeholder group to take steps to act on lessons learned and review the outcomes and impact of EITI impl

Members of the MSG are keen to understand thc UU U
issues identified through our research, and our
recommendations and next steps.

PNG EITI Report 2013

We would strongly encourage the MSG to implement the
recommendations provided in this report. In order to do |
suggest that the MSG integtieey actions into the PNG EI
work plan, allocates persons responsible, and tracks pro
against these.
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Chapter 1: Introduction

The Extractive Indusffiensparency Initiative (EITI) was established in 2002 with a goal of increasing industry transparency
accountability. The EITl is a global organisation of sponsorirgvilaotiées representativescompanies developing a
framework for transparency. Participating éesudeiesual reports reconciling payments from the extractive industries to
receipts by governments. The adoption of standards is discretionary, and must be mabriporaited intail countr i e
binding. There are currently 28 compliant countries, with an additional 16 candidate countries in the process of adopting th
standards. For more information, 4e8 thveebsite

About PN@&ITI

The developmentlwwealth of natural resouncdézapua New Guinea (RM&ents a significant opportunity for the PNG
Government to reduce poverty, increase wealth and improve the wellbeing of its citizens. Key to this prfagessds ensuring tt
transparent collection and distribution of revenue raised througgilpiadeet and regulemeestment in the development

of natural resources.

The countranked39out of 88c ount r i es i n Tr &orrapfion Peeciaptiydeid 20134Simitadyt i onal 6 s
challenging assessments of corruption and attractiveness for foreign investment have been publishé@Ngttinal World Bank
Resource Governance Ingfitatd the Fraser Institdte

The PNG Government has recognisefddftange of addressing fraud and corruption, and improving perceptions of its
attractiveness as an investment prospect. It understands the importance of transparency and accountalfiity in paving the v
these improvements.

Accordingly, the PNG Gowamhried by the PNG Minister for Treasury, applied for EITI candidacy in 2013. In March 2014, the
country was accepted as a candidate country.

The EITI International Secretariat requires publication of the first country report within 18 meon#rslafdieamuirtgy. In
February 2015, theltstakeholder groky§Ga gr eed t o use the 2013 financi al y e
report. In order to maintain its candidature, and demonstrate progress towards compliaedepRNBHisEdTI

report.

Through working towards EITI compliance, PNG is seeking to achieve:

¥ Improved public understanding of the management of the extristive industr

£ Improved accountability of both government and industry through erstandied) ufid®w the extractive industries

sectos aremanaged and attractiveness of PNG as a destination for foreign investment

£ Fair and transparent collection and distribution of revenue raised from prudent investment in the development of natura

resouces

E Il mprovement in the countryds systems and processes fo
localevel government and landowner groups

EZ Revenue generation and collection that is consistent with policy settings.

P N G dubi-stakeholdegroup

The EITI standard requisgslidate countries to form astaldktholdagroup as the key decisimaking body for
implementation. The MSG represents government, civil society and industry. An inforrraPiNGuapefardy 2@t2, and
the group was formalised on 1 NovembeaaM8morandum of UnderstatfdihgMSGs chaired by the PNG Treasurer,
and comprises:

F Seven representatives from the Government of PNG, selected from the Staté%Yookigh i@tealprocesses and
through direct engagement with participating ministries, agencies and departments

E Seven representatives from civil society, selected through a democratic process based on agreed criteria, representing
of perspectives and cormestiies

F Seven representatives from the extractivieinselstcted through a democratic process based on agreed criteria, in
collaboration with the PNG Chamber of Mines and Petroleum

4 Transparency Internatjd@@l 5https://www.transpacy.org/cpi2015#redalite

15World Bank, 2018tp://www.doingbusiness.org/reportsipoiisl/doidausines015

16Natural Resource Governance Ingtiforféyww.resourcegovernance.org/rgi

7Fraser Institute, 20ddp://www.fraserinstitute.org/uploadedFilesifGmaient/resear@ws/research/publications/safugnineEcompanie2014.pdf

18PNG EITI National Secretariat, {2@i:8www.treasury.gov.pg/html/misc/Special%20Projects/PNGEITI/PNGEITI%20Multi%20Stakeholder%20Group%20

%20MoU.pdf
19The SWG was convenedvestigate EITI and make recommendationbl® &evEBrnmdiitps://eiti.org/supporters/comparseafcimited
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https://eiti.org/
https://www.transparency.org/cpi2015#results-table
http://www.doingbusiness.org/reports/global-reports/doing-business-2015
http://www.resourcegovernance.org/rgi
http://www.fraserinstitute.org/uploadedFiles/fraser-ca/Content/research-news/research/publications/survey-of-mining-companies-2014.pdf
http://www.treasury.gov.pg/html/misc/Special%20Projects/PNGEITI/PNGEITI%20Multi%20Stakeholder%20Group%20-%20MoU.pdf
http://www.treasury.gov.pg/html/misc/Special%20Projects/PNGEITI/PNGEITI%20Multi%20Stakeholder%20Group%20-%20MoU.pdf
https://eiti.org/supporters/companies/oil-search-limited

Each MSG member has a primary and two alternate represeotytivets egor be given to others in case these
representatives are unable to join the meeting. The organisational structiigliseshelemin

The PNG&ITI National Secretariat assists the Chairman in providing coordination, facilitation and administrative support to t
and ensures that activities are carried out efficiently and effectively. It is governed by specific tenmgedf bgférence app

MSG.

Figure4: PNG EITI organisational chart

PNG ElTNational Secretariat
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Observer group
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The role of the independedtanistrator

EY has been engaged by the PNG EITI Natietamic&@eamprovide the role of indepeddenis&rator. Theaied
responsibilities of the independeaniniatrator aoetlined withinet terms oéference issued by the PNG EITI National
Secretariat. EYO0s approach Figurédhaoswtandmguddasshese responsi bi

¢ Preliminary analysis and delivery of an inception report

¢ Data collection

£ Initial reconciliation and delivery of the initial reconciliation report

£ Followup investigation of discrepancies and delivery of the EITI report

Figure5: EY approacto the role of independerdrainistrator

Plan Execute Deliver
Preliminary Analysis and Data Collection and Reconciliation Report of the Independent
Inception Report Administrator

# Phase 1: Preliminary Analysis and Inception Report: Understand the PNG context, including governance arrangements, tax policies,
mining and oil and gas industries, legal framework, existing reporting arrangements.

Phase 2: Data Collection: Distribution of reporting templates to reporting entities, delivery of training, collection of financial and
contextual information from reporting entities, provision of support for reporting process, data completeness checks.

Phase 3: Initial reconciliation and reconciliation report: Identification of discrepancies between sources of data, analytical review,
materiality assessment.
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Phase 4: Investigation of discrepancies and Draft Independent Administrator's Report: Investigation of discrepancies above
materiality threshold through follow-up with reporting entities. Preparation of draft report, and feedback from MSG.

Phase 5: Final Independent Administrator’s Report: Finalisation of the report, and development of detailed electronic data files. MSG
approval. Submission to International Secretariat.

In executing the above approach EY has:

¥ Adopted an open and pragmatic approach to supporting PNG in meeting all of the specific teljuitaeatasdf the
and wherthere were barriers to achieving this, ensured that exclusions were disclosed along with the reasons for exclus
the steps being taken towards future inclusion

£ Built on the existing work undertaken by the MSG and the scoping study withisour own analys

E Used the process of compilirgethat to engage with stakeholders and work towards disclosure solutions

Z Mapped out a realistic pathway to full transparesclpsme diver the coming years.

AboutPapua New Guinea

Papua New Guin@QGis a couny in Oceania, occupying the eastern half of the island of New Guinea and numerous offsho
islands. Its capital, and one of its few major cities, is Port Moresby.

PNGs one of the most diverse countrastionwith over 850 indigenous languagedemsti as many traditional societies,
out of a populatioreér7 3 millior¥lt is also one of the most rural, with only 18 per cent of its people living in urban centres.

The country is one of t he woy Nearl)gertesdhilemaireisiand iocargeted wite u | t
tropical rain forest. The central part of the island rises into a wide ridge of mountains known as the thighisinds, a territory
densely forested and remained isolated until recerftdecades.

The nation establisiiedependendmm Australia on 16 September 11856 experiencednimabolitical instabilifthough

Prime Ministers have change a number of times following votes of no confidence. There has letennaheigidtictoe
Bougainville crisis, which began as a result of tensions related to the Bougainville Copper mine Pangunatidnd ran from 19
1998The counttyas now experienced 14 years of consecutive economic growthf progressirgime w it o Ol ower
incomed accordi ng ZHoweWen asla dourBastilllestablishang imfiagtructure aind gomesnance structures,
together with the complexities of addley with a substantiallyrmmretisedconomy, chatiges to improving the wellbeing

of the PNG population remain.

20PNGNational Statistical Ofiite://www.nso.gmyindex.php/population
21EY, Investors Guide to Papua New Guinea, 201/ &idiitiBarkast Asia and Pacific Economic Upttateer 2015
22 http://data.worldbank.org/country/peyvgainea
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http://www.nso.gov.pg/index.php/population
http://data.worldbank.org/country/papua-new-guinea

Poverty remains widespread, wetitiamate@6per cendf the populatioririgon less thadlUS1.25 peiay23 PNG currently

ranks156 ut of 187 ¢ o u n tHumaa Bewadment indi€i DI)Wvithin H df 0.ABAViostsacialsndicators

T such as health, education and gender egiadityause for concern, with PNG failing to meet any of the benchmarks set by tf
UN as part of the Millennium Developme#i(shoedssupeeded by tiustainable Development §50als

Figure6: The Millennium Development Goals

Leves of inequalipre measured by thimi coefficient, whighgs from 0 (complete equality) to 1 (complete in€daEY.s

Gini coefficient in 2009 (the latest available data), was 0.439, ranking 56 ougoP N&doamtegional inequality, partly

driven by the extractive industries operations; govatimanet@n?2010 show poverty more prevalent in rural than in urban
areas, at 42er cendnd 2%er centrespectiveliind gender inequality is a pervasive and serious problem, with PNG ranked 134
out of 148 countries or@kader Inequality Infl@R 27 TableB below compares a selection of economic and social indicators for
PNG against other countries in the region, and with similar éiacome level

Over the next five years, GDP growth is expected to aperagaiBle challenge for PNG is to ensure this growgh benefit
its people.

The findings and recommendationsRefptiisvill not only assist PNG to capture maximum benefit from its natural resources, b
will also be relevanemsuring robust systems and processes in other areas of its developing economy.

23http://www.pg.undp.org/content/papua new_guinea/en/home/countryinfo/

24ibid

25 http://www.pg.undp.org/content/papua_new_guinea/en/home/presscenter/pressi2idoapstfOAduiad aeckonsvithunmetievelopment
goals.html

2thttp://data.worldbank.org/indicator/SI.POV.GINI?order=whapi 2288+vebapi data value&sort=asc&page=1

27PNG NHDR 2014
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https://sustainabledevelopment.un.org/sdgs
http://www.pg.undp.org/content/papua_new_guinea/en/home/countryinfo/
http://www.pg.undp.org/content/papua_new_guinea/en/home/presscenter/pressreleases/2015/05/27/papua-new-guinea-reckons-with-unmet-development-goals.html
http://www.pg.undp.org/content/papua_new_guinea/en/home/presscenter/pressreleases/2015/05/27/papua-new-guinea-reckons-with-unmet-development-goals.html
http://data.worldbank.org/indicator/SI.POV.GINI?order=wbapi_data_value_2009+wbapi_data_value&sort=asc&page=1
http://www.google.com.au/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwio28r3lL7JAhUnIqYKHde5DCwQjRwIBw&url=http://blogs.worldbank.org/publicsphere/have-mdgs-affected-developing-country-policies-and-spending-findings-new-50-country-study&psig=AFQjCNHLxwMk8RzpFihOGs99h4CZdyGjCA&ust=1449179602078202




































































































































































































































































































