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EXECUTIVE SUMMARY

The financial year 2020 was impacted significantly by
the Corona virus Pandemic in PNG and particularly in
the implementation of the EITI Standard. As with
many other EITI countries around the world, Papua
New Guinea (PNG) faced unprecedented constraints
in implementing its EITI commitments due to the
various lockdowns and containment measures
undertaken by the State.

With two national shutdowns in 2020, and
heightened measures enforced by the National
Executive Council (NEC), the PNGEITI Multi-
Stakeholder Group (MSG) employed various
strategies in compliance with the National
Pandemic Act 2020 and subsequent National
Orders administered to counter the spread of the
Corona Virus whilst implementing the Standard.

Lucas Alkan, Head of PNGEITI National Secretariat

Since our inception in 2014, the PNGEITI MSG  Government in fully supporting the program
and the National Secretariat remain overtly  with recurrent funding and resourcing through
committed in ensuring improved governance inthe  the national budget. This has resulted in the
extractives sector. Testament to our shared vision  publication of seven (7) PNGEITI Reports that
is the overwhelming commitment by the PNG covered the financial years 2013 to 2019.

Moreover, the PNGEITI has diligently complied with EITI requirement 7.4 Review of the outcomes
and impact of EITI implementation with the production of Annual PNGEITI Progress Reports (APR)
and reviews. The APR is a mandatory requirement of the EITI Standard that intends to highlight the
outcomes and impacts of EITI implementation in member countries. The PNGEITI National
Secretariat had progressively fulfilled this requirement with the production of 7 APR’s that covered
financial years 2013 to 2019.

This report highlights key outputs in the 2020 financial year from activities undertaken by the PNGEITI
National Secretariat and the MSG from periods covering January 2020 to December 2020. The
activities in 2020 witnessed increased constraint from the MSG in addressing recommendations from
the PNGEITI Reports; the NEC Decision 91/2017 and the first Validation Report of 2018.

With the introduction of the new Validation Model and increased flexibility in reporting requirements
from EITI International to assist member countries cope with the impact of the Covid 19 pandemic,
the PNGEITI MSG resolved to request for an extension for the second Validation which was granted
and scheduled for commencement in April of 2022.

Apart from these programs; the PNGEITI progressed its annual recurrent programs with increased
technical support from international development agencies such as the World Bank,and the Japanese
International Cooperation Agency (JICA) and industry support.

The key highlight of the 2020 financial year included the finalisation of the Extractive Industries
Transparency Commission Bill that will now undergo various legislative making process before its
final submission to Cabinet. Furthermore, the combined efforts of the various MSG Technical
Working Groups (TWGs) resulted in the delivery of the first Beneficial Ownership Report in December
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The PNGEITI-JICA Project garnered substantive output which resulted in increased data
quality in the 2019 Report. It also enhanced collaboration between the Department of
Petroleum and the PNGEITI MSG. The three years project was scheduled to concludeby the
end of 2020, however, due to Covid 19 disruptions, the project was extended beyond 2021.

Additionally, the 2020 PNGEITI communication programs achieved satisfactory results which
maintained its presence in the mainstream media, promoting the 2018 PNGEITI Report findings.
The online discussions and engagement events proved invaluable for various audiences
towards the end of 2020. The limited outreach activities conducted were meaningful and
succeeded in stimulating dialogue and collaboration amongst various civil society groups and
other interest groups. It also created collaboration and dialogue between State regulators and
academics, both domestic and international on how to address pertinent issues related to
extractive sector governance in PNG.

Administratively, the MSG quarterly meetings were affected due to the Covid19 shutdowns
and thesocial distancing measures imposed by the Government. However, the National
Secretariat rallied to deliver key EITI activities within these parameters and as mandated
through the NEC and under the guidance of the PNGEITI MSG and the Technical Working
Group. The recent emphasis on gender balance in the 2019 EITI Standard was captured as a
recurrent item within the PNGEITI MSG Work Plan going beyond 2020.Data from the MSG
meeting minutes indicated a need to strengthen female participation. Despite gender disparity,
female voting members played a significant role in enhancing the implementation of the EITI
from years 2015- 2020.

The EITI remains a neutral platform for dialogue amongst stakeholders operating in the
extractive sector and is considered to be a valuable mechanism by which gaps in existing
government systems can be identified, and the recommendations contained within to be
elevated to the political level for policy and legislative reforms.

The PNGEITI objectives remain consistent with PNG National Government priorities through
the 9 Objectives of the 2019 National Policy Framework on Transparency and Accountability
in the Extractive Sector. The 9 Objectives are as follows:

A fully functional independent and an administrative body

Full Participation in extractive sector transparency and accountability
Comprehensive disclosure of information and financial data

Minimise corruption in government institutions

Diagnostic tool to support extractives sector reforms

Improved public financial management in the extractive industry

Encourage public debates on resource governance and instigate policy reforms
Effective information dissemination among stakeholders and general public
Ensure complementarity with transparent and enhance good governance in PNG

©CRONOOAWN =

| hereby present this Annual Progress Report (APR) for the financial year 2020 in compliance
with the EITI Global Standard for your interest and consideration.

Lucas Alkan
Head of National Secretariat
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1. GENERAL ASSESSMENT OF 2020 PERFORMANCE

The PNG Extractive Industries Transparency Initiative performed well in the Covid19
pandemic despite having two shutdowns and numerous stakeholder constraints in
implementing the 9 policy areas and international requirements

This report highlights the outcome of work undertaken from periods January - December 2020
and covers the four primary program areas in the PNGEITI Work Plan comprising
procurement, communications & engagement, policy & technical and finance & administration.

The PNGEITI National Secretariat is situated within the PNG Department of Treasury and had a
total of 9 staff in the 2020 financial year. The National Secretariat continues to be resourced
and funded by the Department of Treasury through its annual budget appropriation from the
national budget.

The year 2020 experienced many challenges in the overall performance of the PNGEITI National
Secretariat activities with the impact of the Covid19 pandemic. As with many EITI implementing
countries around the world and in the South-EastAsian region, the increased impact of the
Covid-19 pandemic had resulted in many countries developing new and innovative strategies
and approaches to implement the EITI Standard.

Similarly, the PNGEITI Multi-Stakeholder Group explored various options such as online
meetings and virtual collaborative approaches. Whilst the Covid 19 pandemictested the
resilience of our various government systems, the PNGEITI governance model was able to
withstand the tremendous stress on operations which was encountered. The result of various
combined efforts saw meaningful and consistent participation by the MSG with the production
of various EITI reports as well as the flagship 2019 PNGEITI Report.

Noteworthy is the increased working relationship within the MSG, which was strengthened by
our new way of doing business. Other notable reports included our first published Beneficial
OwnershipReport; the PNGEITI State Owned Enterprises (SOEs) Scoping Study as well as
other projects commissioned by international partners such as the World Bank and JICA.

With more flexibility introduced by the EITI International Board intended to assist impacted

member countries, our way forward now would be for more innovative approaches in
implementation in the new normal.

2020 | Annual Progress | PAGE-08




1.1. The EITI Global Standard

The EITI Standard is distinctly participatory in design, proving its resilience to impacts by
external shock such as the Covid 19 pandemic. This unique characteristic of the EITI Model
enables expansion of the franchise in utilising innovative approaches to implement and
maintain standards. All EITI member countries around the world remain obligated to implement
the EITI Standard that promotes transparency and accountability along the extractives sector
value chain.

There were three versions of the EITI Standards’ that have been revised and published since
2013 which comprise the; 2013 Standard, 2016 Standard and the current 2019 Standard."

= N I *

Contracts & Production Revenue Revenue Social & economic
licenses collection allocation spending

=

Satural
ooy

Figure 1 EITI Extractives Value Chain

The PNGEITI National Secretariat supports and encourages the decentralisation of the EITI
Standards to various national and subnational entities with the intention of strengthening the
EITI reporting process and overall sectoral governance in the country. 2

The long-term vision of EITI in the participating host countries is to mainstream and
institutionalise the EITI international best practice standards. With this upward trend in EITI
international implementation, the domestic application of the evolving Standards encourage
contextualised implementation to suit individual governance models. In the case of PNG, the
intention of the Government is to meet constitutional compliance and allow democratic
participation by all stakeholders in extractive governance. The EITI model encourages the
democratic and constitutional rights of subnational entities toimplement the standards at the
local level, which is a novelty in the current and progressive work of the PNGEITI.

There are two pillars of EITI implementation comprising; 1) the Governance Framework which
entails the creation of a coordinating body responsible for managing stakeholders in
implementing the standard, and; 2) the Financial Reporting and the auditing/ reconciliation
process -which requires the reporting entity to determine the scope and materiality threshold
of the reporting. Systematic disclosure through reporting is further contextualised to local
commodities (reporting entities have the option of reporting additional commodities from other
renewable sectors as well) and is mostly predestined by decisions ofthe Multi-Stakeholder
Group.

The position of PNGEITI National Secretariat in spearheading the adoption of selective EITI
Standards requires benchmarking against pre-existing and enabling policy and legislation in
the sector. This is because certain standards are in progress and may require wider

consultation for legislative amendments to realising their full potential for intervention reforms.
3

" http://www.pngeiti.org.pg/eiti-2016-standard/

2 http://www.pngeiti.org.pg/sub-national-payments-and-transfers/

3 http://www.pngeiti.org.pa/proposed-extractive-industries-transparency-commission-law-will-keep-all-
in-check/
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There is still a global debate as to the outcome of such undertakings in the EITI process without
undermining the sovereignty and integrity of the host country’s laws and PNG, in this regard is
no exception.

1.2. PNGEITI Validation Scorecard 2018

Validation is a quality control mechanism that assesses the impact of EITI implementation in
host countries. This requirement is conducted every three years after a country signs up to
become an EITI member country. The first Validation for PNG was conducted in 2018 and it
was concluded that PNG had made ‘meaningful progress’ in implementing the Standard.
Despite this achievement, the assessment report also highlighted the immediate need for
intervention on certain requirements that were categorised as inadequate in PNGs
implementation of the Standard. Such requirements which are legally constrained at this stage
include but not limited to;

e Contract disclosures; which are inhibited by the confidentiality provisions in Section
163 of the Mining Act (MA) 1992, Section 52 of the Mineral Resources Authority Act
(MRA) 2005 and Section 159 of the Oil and Gas Act (OGA) 1998

o Beneficial Ownership Reporting; which require legislative amendments to the
Companies Act to enforce compliance in reporting for all entities to fully comply with
disclosure.

The requirements which were flagged in red as ‘inadequate progress’ are listed in the table
below.

e 2.2 License Allocation- The Independent Administrator (IA) had again specifically
requested the MRA and DPE to report each tenement/licence awarded, extended,
or transferred, surrendered or cancelled during the reporting period: Identity of
ownership and date of award/transfer/extension in the non-financial reporting
Template needed to be disclosed. DPE in coordination with JICA and MRA are in
the process of uploading license data on a public web portal.

¢ 3.2 Production data- The IA had again requested this information in the reporting
templates, but reporting remained inconsistent.

e 4.1 Comprehensiveness- The IRC reporting template has been updated since the
2018 validation to clarify that total revenue stream value as requested and the IA
has been working to confirm full unilateral disclosure of all government extractive
sector revenue streams. Specifically, the IA had sought to include revenue streams
from projects that are not yet producing. AGO, together with the assistance of the
PNG
EITI Secretariat has plan to specifically test receipts relevant to EITI reporting on
government entities where audited financial statements are not updated.

e 4.6- Direct subnational payments- A scoping study of sub-national payments was
released in April 2019. From this study the MSG agreed to request for
unilateral disclosure of subnational payments for the 2019 report.

e 4.9- Data quality- Engagement with the PNG Auditor General's Office was
undertaken to establish the current status of the audit of Government and SOE
accounts. This information has been incorporated into the assessment of data
quality in the reconciliation chapter of the 2019 report.

¢ 5.1 Distribution of revenues- Information relating to the distribution of revenues
was updated in the 2019 report and additional information was also provided relating
to the disbursement of funds managed by MRDC.
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e 5.2 Subnational transfers- A scoping study on sub-national transfers was
released in April 2019. From this study the MSG has agreed to request unilateral
disclosure of subnational transfers for the 2019 report.

e 6.2 SOE quasi-fiscal expenditures
Table 1 PNGEITI Inadequate reporting requirements in 2018 Validation

1.3. PNGEITI Multi-Stakeholder Group (MSG)

The EITI Standard is implemented in the country by the PNG EITI MSG comprising of key
government institutions involved in the extractive sector, key industry peak bodies and
companies and the active and participatory role of the Civil Society. This tripartite model
consisting of relevant actors in the extractive governance space is the cornerstone of the
success of EITI implementation in Papua New Guinea. An example of this success story is
the timely production of eight (8) PNGEITI reports in the history of the EITI implementation
process.

PM & NEC

PNGEITI MSG Chair and
Treasurer

Ministry of Treasury

PNGEITI National
Secretariat PNGEITI Multi

National Coordinator Stakeholder Group
Chair

Observer Group

AS determined by the
MSG

Industry Working Group State Working Group (SWG)
PNG Chamber of Mines

and Petroleum. Exec Dir .
Chair Chair

Civil Society Working
Group (CSWG)

Ministry of Treasury
TIPNG Chair

Extractive Industry
(Mining and Petroleum
Constituency)

Government Agencies Civil Society Constituency

Figure 2 PNGEITI Governance Structure

The first MSG was formed from an informal group in early 2012, and later formalised on 1
November 2013 through a Memorandum of Understanding (PNGEITI MSG MoU 2013). 4

The MSG is chaired by the PNG Minister for Treasury and it comprises:

= Eleven representatives from the Government, including four voting and sevennon-
voting members, selected through internal processes and through direct engagement
with participating ministries, agencies and departments;

= Four representatives from state-owned enterprises (SOEs), including three voting
members and one non-voting member;

4 http://www.pngeiti.org.pg/wp-content/uploads/2018/04/PNGEITI-Multi-Stakeholder-Group-MoU-
Signed-01.11.13.pdf
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= Eight representatives from civil society, including seven voting members and one non-
voting member, selected through a democratic process based on agreed criteria,
representing a range of perspectives and constituencies; and

= Seven representatives from the extractive industries, selected through a democratic
process based on agreed criteria, in collaboration with the PNG Chamber of Mines and
Petroleum.

Each MSG member has a primary and two alternate representatives; a proxy vote can be
given to others in case these representatives are unable to join a meeting.

1.4. Multi-Stakeholder Group Meetings

The PNGEITI Multi-Stakeholder Group conducted a total of three meetings in 2020, which is
below the required number of 4 meetings as prescribed in the 2013 MSG MoU; and a total of
45 meetings since its commencement in 2012. The PNGEITI MSG MoU 2013 %outlined, the
rules of engagement in MSG meetings and determination of voting and non-voting members.®

Vieetings

PNGEITI MSG Meetings 2011-2020 Linear (PNGEITI MSG Meetings 2011-2020)
=i

"
o0
=
£
o
1]
=
“
o
o
2

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Year

The decline in the number of meetings held by the PNGEITI MSG in 2020 was due to the impact
of the Covid-19 protocol on “social distancing”, restrictions to physical meetings and
lockdowns. The MSG’s progressive inclination to physically conduct MSG meetings and
technical working group meetings had forced the stakeholders to use online or virtual
meetings. However, these proved in-effective to an extent due to unreliable internet access
and no network connections in smaller towns and rural settings. This resulted in a declining
level of MSG meetings over the last two years from 2020 to present as compared to its initial
meetings in 2012 to 2019.

Another reason apart from the Covid being that the initial meetings, especially from 2012 to
2015 demanded the MSG to meet regularly to reach key decisions regarding materiality
thresholds and various revenue reporting requirements that included: integration of EITI into
various stakeholder processes; the design, and the terms of reporting for entities and the
materiality thresholds of reporting entities.

5 http://www.pngeiti.org.pg/wp-content/uploads/2018/04/PNGEITI-Multi-Stakeholder-Group-MoU-
Signed-01.11.13.pdf
6 http://www.pngeiti.org.pg/msg-documents/
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1.5 Gender representation in the PNGEITI Multi-Stakeholder Group Meetings

Gender representation in the 2019 PNGEITI meetings is still largely male dominated, however,
key voting on EITI implementation still comprise of equal participants across the three
constituents. Gender balance is captured inside the EITI Standard in Requirement 1.4 (ii);
Requirement 6.3 (d) in Contribution of the extractive sector to the economy; Requirement

7.1 Public debate (a) (ii) (v); EITI Open data policy Preamble (4) and EITI Open data in EITI
Implementation (9) (c); and, EITI Articles of Association, Article 4 Organisation (3).

Gender Composition in
2020 PNGEITI MSG Meetings

TOTAL ATTENDEES

Meeting 1 Meeting 2
MEETNGS

Male ™ Female

Figure 4 Gender Composition in 2020 PNGEITI MSG Meetings

Former EITI International Chairman Fredrik Reinfeldt, (Chair of the EITI Board 2016-2019)
announced that the key shift in the 2019 EITI Standard not only called on countries and
companies to systematically disclose information through their own systems but it also
compelled these reporting entities to capture disclosure requirements on environmental, social
and gender impacts.

The PNGEITI National Secretariat is working progressively to strengthen gender balance in
the MSG with the assistance from the JICA team’. As indicated in the above graph, males still
outnumber females in meetings, however, female representatives in government, industry and
CSO contributed immensely, through votes and consultations, toward the formulation of EITI
in Papua New Guinea.

1.6 Sectoral participation in the PNGEITI Multi-Stakeholder Group Meetings

The financial year 2019 witnessed increased attendances in EITI meetings from the three
MSG constituents with notable engagements from industry stakeholders on the production of
the PNGEITI 2019 report and other technical assistance by international development
partners.

7 http://www.pngeiti.org.pg/standing-together-to-eliminate-violence-against-our-women-and-girls-in-
our-communities/

http://www.pngeiti.org.pg/pngeiti-celebrates-the-international-womens-day/
http://www.pngeiti.org.pg/development-partners/
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MSG Sectoral participation in the PNGEITI 2020 MSG Meetings
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Government Industry CSO Develoment National Secretariat
Partners

SECTORAL ATTENDENCE IN MSG MEETING 01-01/2020

Meeting 1 m Meeting 2

Figure 5 MSG Sectoral Participation in the PNGEITI 2020

Government attendance in MSG meetings and commitment to EITI implementation in 2020
was consistent as reflected in the above graph. CSO participation was also consistent as
reflected in the meeting 02/2020 to finalise the PNGEITI 2019 financial year report. However,
industry numbers indicated lower participation but industry members contributed as much as
that of both the CSOs and the government entities.

1.7 Chairmanship to the PNGEITI Multi-Stakeholder Group

Table below summarises the Chairmanship of the PNG EITI MSG since its inception in 2012.
The Minister for Treasury assumes the Chair of the MSG as per the PNGEITI MoU as the
Champion of EITI implementation in the country.

Year Treasurer as Chair of PNG EITI MSG Ministerial Portfolio
2019- present Hon. lan Ling Stuckey. Treasury Minister
2019(1 month) Hon. Sam Basil Treasury Minister
2017- 2019 Hon. Charles Abel Treasury Minister
2014- 2016 Hon. Patrick Pruaitch Treasury Minister
2012 -2014 Hon. Don Pomb Polye Treasury Minister

Table 2 Summary of PNGEITI Chairs’ to the Multi-Stakeholder Group

Although, there has been limited engagement with the Chair in the FY2020 due to priorities
given to Covid-19 related issues at the national level, the Treasurer was briefed on progressive
activities undertaken by the MSG and the National Secretariat.

1.8 EITI Implementation in Papua New Guinea

The National Secretariat has achieved a number of key milestones since its inception and has
increased its focus on implementation of key recommendations made in the EITI Country
Reports.
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Papua New Guinea Last updated February 2020

¥ Informal MSG formed
Found to have made ‘meaningful

progress
P Government annoumces commitment

MG formpiised

P
Vabdation commenced Second Vepdation commence]

{ Candidature application submitted I

T RBecomes Cancidate country

2012 2013 2014 2015 201 20 18 2018 ITO 2021 2022
2018 DT Report publiched
Firt 1T Report (FY 2003) published
2007 £ Report publichad
2004 §IM Report pulished

2005 and 2016 EIM Reponts
published

Figure 6 PNGEITI Timeline and Milestones

The PNGEITI MSG’s efforts in implementing the EITI Standard had resulted in an outstanding
validation scorecard of PNG as having made ‘Meaningful Progress’ in 2018. The MSG, whilst

building on this momentum is preparing for PNG’s second validation scheduled to commence
in April 2022.

1.9 Summary of PNGEITI Milestones

Year Status

2020 Corona virus Pandemic reaches PNG and affects EITI
implementation.PNG EITI publishes first Beneficial Ownership Report
in December.

2019 PNG National Executive Council endorses the PNG EITI National Policy

Framework on Transparency and Accountability in the Extractive Sector. The
National Policy Framework establishes the basis for the National Secretariat
to develop the PNGEITI legislation (the PNGEITI Commission Bill).

2018 The EITI Board decides that PapuaNew Guinea had made ‘Meaningful
Progress’ in implementing the EITI Standard
Standard at its meeting in Dakar on 30 October, 2018.

2017 The second PNGEITI Report for FY 2014 is published
Third and Fourth PNG EITI Reports for FYs 2015 and 2016 were published

NEC Policy Decision 91/2017 calls for implementation of 2013 Report
recommendations by responsible entities of government

2016 The First PNGEITI Report for FY 2013 is published

2015 PNGEITI National Secretariat Office established under the PNG Treasury
Department in the Sectoral Policy Division — Extractives Sector Branch

2014 PNG becomes an EITI candidate country

2013 Government announces commitment to join EITI. NEC Decision 90/2013

endorses implementation of the EITI Standard. MSG is formalised through
PNGEITI MSG MoU Nov 2013. PNG candidature application submitted to EITI
International.

2012 Informal PNGEITI Multi-Stakeholder Group formed

Table 3 Summary of EITI Implementation Milestones in PNG
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2. PROCUREMENT AND CONTRACTS
2.1. PNGEITI 2019 Fiscal Year Report

The 2019 PNGEITI MSG through the National Secretariat
produced its seventh country report for financial year 2019.
International auditing firm, Ernst & Young was contracted by
the MSG as the Independent Administrator (IA) for preparation
of the 2019 Report. The IA signed a service contract with the
PNGEITI NationalSecretariat for a cost of K495, 000.00 in
June 2020. The total payment did not exceed the PNG
Government’s procurement threshold and the fee set forth in
the special conditions of the contract was paid ininstalments
against delivered phases as specified in the contract
milestones.

This project was carried over to 2021 due to the Covid-19
pandemic disruptions (June 2020— December, 2020).

2.2. PNGEITI Report production costs 2013-2019
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Figure 7: PNGEITI FY2019 Report

No. EITI Published Project Cost Cost overshot | |A Contracted
Reports

7 2019 2021 PGK 480, 000.00 | PGK 0.00 Ernst and Young
6 2018 2019 PGK 480, 000.00 | PGK 0.00 Ernst and Young
5 2017 2018 PGK 480, 000.00 | PGK 0.00 Ernst and Young
4 2016 2017 PGK 480, 000.00 | PGK 0.00 Ernst and Young
3 2015 PGK 480, 000.00 | PGK 0.00

2 2014 2016 PGK 480, 000.00 | PGK49, 800.00 | Ernstand Young
1 2013 2015 PGK 480, 000.00 | PGK49, 800.00 | Ernstand Young

Figure 8 Summary of all PNGEIT| Report Contracts

2.3. Summary of PNGEITI Report Launching

A milestone in the PNGEITI annual calendar was the launching of the PNGEITI Reports. The
PNGEITI FY2019 Report was launched by representatives of the MSG Group due to the
unavailability of the PNG Treasurer and PNGEITI MSG Chairman Hon lan Ling Stuckey, MP.

FY Report Launched Date Venue Launch Delegate
2019 20/03/2020 Press Conference Multi-Stakeholder Group
Lucas Alkan, Head of Secretariat
2018 20/03/2020 Press Statement PNGEITI National Secretariat
2017 16/03/2019 Press Statement Lucas Alkan, Head of Secretariat
2016 16/03/2018 State Function Room | PNGEITI National Secretariat
2015 16/03/2018 State Function Room | Hon Charles Abel DPM, MP
Lucas Alkan, Head of Secretariat
2014 17/05/2017 Press Statement PNGEITI National Secretariat
2013 30/05/2016 State Function Room | Prime Minister Hon. Peter O’Neil

Table 4: Summary of PNGEITI Report launches

2020 | Annual Progress
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2.4. Beneficial Ownership Report 2020

The PNGEITI MSG released its first Beneficial
Ownership report in December 2020. The report was
compiled by BDO Tunisia Consulting and BDO PNG.
The report presents BO data collected from licence
holders and applicants, and setting out recommended
mechanisms to implement a public beneficial
ownership register in PNG, consistent with the
implementation of PNG’s Roadmap for BO Disclosure
(RBOD).

The report built on the BO scoping report dated 21
October 2020 and the review of international good
practice for BO Disclosure. The report describes the
approach, definitions and scope of the BO data
collection and provides recommendations on issues to
bee discussed when implementing a mandatory BO
disclosure regime once the coredefinition has been

BENEFICIAL
OWNERSHIP fi
DISCLOSURE |l

agreed.

The report also lists approaches for specific key
elements of the mechanisms for BO disclosure regime.
The aim is to provide key stakeholders with a platform

Figure 9: PNGEITI first Beneficial
OwnershipReport

for consultation on the substance of the essential

elements of the mechanisms.

2.5. State Owned Enterprises (SoEs) Scoping Study Report

STATE OWNED
ENTERPRISES

(SOE) SCOPING
STUDY REPORT

Apell 2024

1= .
B
L
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Figure 10 PNGEITI SoE Scoping Study
commissioned in 2020

2020 | Annual Progress

The PNGEITI MSG began work on the State-Owned
Enterprises (SOEs) Scoping Study Report in 2020.
The report was compiled by KTK and Partners
Consultants. The Scoping Study provided
recommendations  on  definitions,  reporting
processes, templates and other measures which
would enhance the transparency of the extractive
sector SOEs and the quality of their future EITI
reporting.

In 2018, the EITI Board assessed PNG as having
made “meaningful progress” against the 2016 EITI
Standard. The Board recommended a number of
actions that PNG should take to meet the Standard.
These included developing a definitionof an SOE
appropriate for PNG, clarifying the financial relations
between the State, SOEs and Trustees, assessing
transactions between the government, SOEs and
their subsidiaries anddeveloping a reporting process
for SOEs spending that may be deemed quasi-fiscal
expenditures (QFEs).

This report proposes definitions for “state-owned
enterprise” and “quasi-fiscal expenditure” which take
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KUMUL PETROLEUM
Holdings Limited

The consultants sent each SOE a questionnaire n v
containing 35 questions. The companies returned I I I)I

completed questionnaires except one company A
failed to do so. Analysis of the responses has ﬂ
allowed identification of focus areas to improve .

transparency. These include details of loans and

into account the respective definition in the 2019 EITI Standard,
and the situation in PNG. The Consultants recommend adoption
of these definitions.

Extractive sector SOEs are governed by laws specific to the
sector, to each of the government’s holding companies and to
more general legislation covering commercial activities. This legal
framework makes it clear that SOEs are subject to an independent
board and management. The operations must be conducted
on a commercial basis and they are subject to external audit
under international accounting standards.

how governance rules are applied in practice.

The report contains a set of diagrams showing the relationship between each SOE holding
company and its subsidiaries. These include legal structure diagrams showing SOEs and their
subsidiaries as well as functional diagrams showing the flow of taxes, dividends and LNG.
As part of the Scoping Study, the consultants have proposed a revised reporting template
for SOEs. This is based on the existing PNG EITI reporting templates and international

best practice.

KUMU

KUMUL CONSOLIDATED HOLDINGS LIMITED

The key findings concern the lack of readily available information in the
public domain despite SOEs producing annual reports and financial
statements. In most cases, the information is available internally but
there has been reluctance to disclose the information externally to the
public. The consultants made recommendations to increase the
availability of information available to the public including a
recommendation that the PNGEITI MSG advocates for a legal

The template is in 2 main parts: a) information about the
company that is unlikely to change from year to year and; b)
information requiring annual update such as the financial
information. This revised template should be used in conjunction
with the other reporting templates that form part of the EITI
reporting process applicable to all reporting entities such as
those covering beneficial ownership and employment data.

obligation for annual reports and audited financial statements to be

made public.

The key recommendations focus on the need for extractivesector
SOEs to adopt a more proactive approach to information
disclosure and transparency. The consultants also recommend
an awareness raising campaign to highlight the total contribution
of SOEs to PNG’s social and economic development. There are
also recommendations made on specific matters affecting the
operations of the extractive sector.

The consultants also recommend that PNGEITI undertakes a pilot
project into commaodity trading transparency.

2020 | Annual Progress | PAGE-18
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3. STAKEHOLDER ENGAGEMENT AND OUTREACH ACTIVITIES

PNGEITI National Secretariat in its effort to promote good governance and transparency in
the mineral and petroleum sector continued to participate in events and activities to carry out
awareness on EITI. The implementation of EITI joint communication and engagement activities
continues to be overseen by the PNGEITI MSG. The three stakeholder constituencies is
perceived to be crucial at various levels in which agenda and activities are consulted before
collaborative implementation occurs. The National Secretariat continues to engage with these
three- stakeholder groups to ensure active engagement and participation. The engagement is
necessary for networking as well as conducting awareness on programs designed to progress
and inform the public about EITI activities, its values and benefits.

3.1. Stakeholder Engagement

The 2020 Annual Work-Plan and its activities were greatly affected due to the onset of Covid-
19 Pandemic. Activities under communication and engagement were no different as well, trying
to accomplish some activities, whilst going in and out of two separate lock downs early in the
year. For this obvious reason, some activities thatinvolved travels and person to person
interactions were not implemented, were either cancelled or carried forward to the following year
for implementation. Communication and engagement is a two way process so getting both
parties to meet at a convenient time proved to be very difficult during the Covid-19 pandemic
period in the country. The National Secretariat managed to achieve or implement some
activities during the year prior to the lock-downs and after the lock- down measures were
relaxed towards the second half of the year.

Below is a brief summary of activities that were implemented;

January — Media Workshop. The National
Secretariat and the Multi Stakeholder Group
members organized a media workshop to
talk to the different media organizations on
the information contained in the latest
PNGEITI 2018 country report.

The MSG members emphasized the
importance of factual information being
disseminated to the general public and
wanted the media personnel to understand
that the information and data in the report
must be reported correctly before publishing
or broadcasting it.

Figure 11 Media personnel and MSG members at the
workshop in DoT conference room.

February -Validation Technical Working Group
(TWG) Second Workshop in preparation for the
second country validation to commence as
scheduled on 30" April, 2022.

Figure 12 TWG validation team at Dixies Bungalow
conference room, 17mile, outside Port Moresby.

2020 | Annual Progress | PAGE-20




2020, a second workshop was held to assess the progress made from previous
validation findings so that a good report could be presented for the second validation.

February — A scoping awareness

trip was taken to Kerema, Gulf |§

Province in partnership with JICA
technical experts under the JICA
project for “Improving Resource
Related Revenue Management in
Papua New Guinea”. Awareness
trip was targeted at engaging with
the Gulf Provincial Administration
and to start the process of
sensitizing them on EITI and its
implementation in PNG through the
National Secretariat. It was part of
the JICA project in assisting the
National Secretariat in awareness
and promotion of EITI activities.

June — Started publications in the
Development PNG Magazine.

Submitted various advertisements
and articles to be published in the
monthly magazine for the first three
months as part of promoting and
creating awareness on PNGEITI
activities. It's a magazine that
publishes commercial
advertisements and articles in the
resources sectors, like oil gas and
mining, as well as other sectors like
agriculture, fisheries and business.

July - Attended PNG
Resource Governance
Coalition (PNGRGC) first
Annual General Meeting.
The National Secretariat
was invited to attend and
observe the first AGM of
PNGRGC where the
executives of the board were
announced after their
elections. PNGRGC is a civil
society umbrella group and a

Figure 13 Deputy HoS speaking to acting Provincial Administrator, Mr.
Emmanuel Xavier at the Provincial HQ in Gulf Province. Looking on is JICA
project team member, Mr. Toyohiko Yogo.

member of the PNGEITI Figure 14 Elected board members with their certificates.

MSG.

2020 | Annual Progress
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September - Attended Open
Government  Partnership (OGP)
meeting to review the current Action
Plan 1 2018 -2020. PNGEITI is a
member of this committee and
participates by providing updates and
information under the policy area of
Extractive Industries in the OGP
Action Plan 1.

Figure 15 Deputy HoS, Mr. Christopher Tabel speaking during the OGP Action
Plan 1 updates.

September — Validation follow up with key
stakeholders.

The National Secretariat undertook one on one
meetings withvarious stakeholders responsible
for implementing certain corrective actions as a
result of the first validation. These meetings
were to check on progress made and to get
feedbacks on actions taken and progress made
so far. All the information were to be_ Cqmp"ed Figure 16 Independent Administrators Ernst & Young and National
and ready for the second country validation. Secretariat members meeting with IRC MSG members.

October — Woodlark Island Mine
Memorandum of Agreement review.
PNGEITI National Secretariat was invited
by the Mineral Resources Authority
(MRA) to participate at this MOA review
forum with the State Negotiating Team
(SNT). Other key stakeholders at this
forum included the provincial
government, landowners and the mine
developer. In addressing the EITI | :
requirement on Contracts and Licenses, Figure 17 Deputy Hos, Mr. Christopher Tabel doing a presentation to
the MRA as a MSG member has been allstakeholders.

involving PNGEITI in the mining MOA

reviews or has been attending

negotiations for new MOAs.

December — Commission Bill
Workshop. After much delay
during the vyear because of
COVID-19 restrictions and lock-
downs, the National Secretariat
reconvened the TWG members to
review the draft Commission Bill
for the establishment of the
PNGEITI National Secretariat as
anindependent entity. The review -
was well attended by stakeholder = v =

members who contributed Figure 18 TWG members in discussion at the conference room, Highlander
meaningfully to refining the draft fotel, Mt Hagen.

Bill.

2020 | Annual Progress | PAGE-22



3.2

78 PAPUA SEW GUNLA LTI
ST TR INDUS TS TN NCY INTTIATIVE

Pt § Do 8 M T, Vo St 170 D Mg o P | Dhar

Press release and publications.
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includes radio, television and print, and has recently
increasing usage of smart phones for social media platforms such as Facebook, Linkedin,

Twitter, Instagram amongst others.

PNGEITI supports the work of the
media periodically to engage media
personnel in EITI workshops and
trainings to boost media knowledge
and capacity to report on EITI.

The PNG mainstream mass media
seen a convergence with the rapidly

The rise in the mobile communication added value to the way EITIl information is communicated
to the public and to targeted groups. These modes of communication have generated public
dialogue and information exchange between the journalists, media practitioners and the

audience.

The PNGEITI engages with four
national newspapers, three national
television stations, four major radio
stations and five online news agencies
as well as international journalists and
interested groups domestically and
regionally.

Apart from providing information to the
media groups, the PNGEITI National
Secretariat also conducts media
capacity building workshops and
presentations to media groups and
stakeholder forums to update them on
the findings of the EITI Reports.

2020 | Annual
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3.3 PNGEITI Communication materials

Summary list of PNGEITI Communication materials to date

Communication Obiective Date(s)
materials Produced
The objective of the APR is to
communicate to the stakeholders on
the operations and progress of the
PNGEITI administration.

The EITI report summary is
intended for conferences and
exhibitions where information is 2015-2020 http://www.pngeiti.org.pg/reports/
condensed for easier and quick
referencing.

The PNGEITI Impact Quarterly
Newsletters is intended to be 2017-2020 http://www.pngeiti.org.pg/impact-
distributed to stakeholders to inform newsletter-issues/

them of PNGEITI activities.

The PNGEITI Facebook page was
created in 2020 and so far, has
garnered over 1090 followers. The
content consists of snippets of
information highlighting PNGEITI
activities.

The PNGEITI Facebook page was
created in 2016 and so far, has
garnered over 600 followers. The
content consists of snippets of
information highlighting PNGEITI
activities.

The PNGEITI Website has been
updated since 2015 and to date a
refurbished website is under
development. The website contains
a list of documents as well as data
summaries and is consistent with
the PNGEITI Open data Policy.

Links

Annual
Progress
Reports

2014-2020 http://www.pngeiti.org.pg/1923-2/

Summary EITI
Report

Newsletter

https://www.linkedin.com/company/
2020- present | png-extractive-industries-
transparency-initiative

Linkedin

Facebook 2016-2020 www.facebook.com/PNGEITI

Website 2015-2020 http://www.pngeiti.org.pg/

Table 7 Summary List of PNGEITI Communication Materials

3.1.1. PNGEITI Website Performance 2020

The PNGEITI website continues to be a resource hub to generate significant interaction during
the months of January and February.

The reason for the high engagement rate during this period is credited to the timely publication
of the PNGEITI Country Report(s). Similarly, efforts to update and maintain website content is
ongoing, while a website review is being carried out to assess website performance against
payment of services rendered by the contractor.

The PNGEITI Website has been updated since 2015 and was refurbished in 2019. The website
contains a list of documents as well data summaries and is consistent with the PNGEITI Open
Data Policy.
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Site Stats

wrall cay

340 Views

xtober 7th, 2019

Mceaths

15,720 2

View detared stats

Figure 19: Summary of Website Performance September 2019 to August 2020

3.3.2. Social Media platforms

With the recent utilisation of social media for dissemination of report findings, the PNGEITI
National Secretariat was able to reach a wider audience and stimulate dialogue at various

levels.

Social Media Platform Followers Social media Links

LinkedIn

Facebook
Twitter
Instagram

1092 followers

1854 followers
Progressing
Progressing

Table 8 PNGEITI Social Media platforms.

https://www.linkedin.com/company/png-extractive-
industries-transparency-initiative
www.facebook.com/PNGEITI

Progressing
Progressing

Figure 21 Data analysis of LinkedIn followers in 2020
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Figure 20 Data analysis of Facebook followers in
2020




3.3.3 Summary List of PNGEITI Professional Affiliations

The PNGEITI continues to be an
active participant and member in its
various affiliated bodies such as the
Transparency International (PNG),
The PNG Chamber of Mines and
Petroleum and the Chartered
Practicing Accountants (CPA).

The National Secretariat supports
the various efforts of these
organizations to continue their
pivotal roles in promoting
transparency and accountability in
the PNG Mining and Petroleum
Sector and wider scope of activities.

The National Secretariat recognizes Figure 22 Staff of the PNGEITI engaging with CPA members during the
the invaluable partnership that PNGCPA Momase Regional Conference. The PNGEITI has been a minor

Ieveraged the activities of EIT| sponsor and participant of the CPA conference since 2017.
throughthese affiliations.

The 2020 engagement program was deferred due to the Covid 19 shutdowns and preventative
protocols. Despite these disruptions, the National Secretariat continued in close consultation
with these various stakeholders.

Membership Membership Type Participant since

Transparency International (PNG) Corporate Member 2017- Present
PNG Chamber of Mines and Petroleum Corporate Member 2017- Present
PNG Chartered Practicing Accountants Corporate Sponsor 2017- Present

Table 9: Summary List of PNGEITI Professional Affiliations

Figure 23 Staff of the PNGEITI engaging with PNG council of Churches members during the PNGCC Church Leaders
Conference in 2019
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4. PNGEITI TECHNICAL AND POLICY

The PNGEITI Technical Program was disrupted in FY2020, and resulted in minimal
progression of the various technical projects that were planned for execution. The NEC
decisions pertaining to the work of EITI, and the international requirements on EITI form the
basis of our technical program. Table below is a reference to all NEC Decisions made for EIT]I
implementation in the country.

Particular emphasis is given to progressing NEC Decision No. 91/2017 of which

Decision No. NEC Directive

Approved the National Policy for Transparency and
Accountability in the Extractives Sector in Papua New
Guinea including its objectives to be used;
1) as a public document for guiding the transparency
and accountability initiatives in the country such as
NEC Decision No. 80/2019 EITI and others in the extractive sector; and,

2) as the basis for the development of subsequent
legislation on the establishment of an independent
administrative body and a PNGEITI Reporting Law.

Directed relevant government entities responsible for
NEC Decision No. 91/2017 regulating the mining and petroleum sector to fully
) participate in the EITI reports recommendations.

Circular 10th April 2018 directed EITI to implement the
alignment of Open Government Partnership (OGP) cluster

NEC Decision 15/2014 commitments to similar existing government projects and
programs.

Approved for PNG to sign up to the EITI and endorsed
NEC Decision No. 90/2013 fthe mlnlster'responsmle for Treasury matters to lead its
implementation.

Endorsed for the establishment of a State Working Group
NEC Decision No. 47/2011 (SWG) to assess the advantages and disadvantages of
’ signing up to the EITI Standard.

Table 10 Summary of NEC Decisions relating to the implementation of EITI

4.1 PNG EITI National Policy Framework and Legislation Project

The PNGEITI Multi Stakeholder Group (MSG) has progressed the development of the National
Policy and subsequent Legislative Bill to provide the avenue for PNGEITI National
Secretariat’s transition into an independent entity. The draft Bill would proceed into the final
round of consultations with the Legislative TWG before it was brought forward for regional
consultations to ensure feedback were obtained before the Bill was finalised and presented to
Cabinet for endorsement.

The MSG endorsed for the PNG EITI National Secretariat to be established by law in meeting

minute # 03/2017 and called for EQOI through a public tender in May 2018 of which Adam Smith
International (ASI) won two separate contracts to execute the projects. (Development of an
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EITI National Policy Framework and establishment of a EITI Statutory Authority). In 2019, the
draft Bill was finalised and consultations were progressing within the TWG on the characteristics
of theproposed commission. The Regional Consultations for the draft bill was carried over to FY
2021.

4.2 Amendment to the Income Tax Act (1959) to remove secrecy provision for
EITI Reporting purpose

The technical amendment to the Income Tax Act 1959 to remove a secrecy provision for EITI
reporting purpose in the 2018 Budget continued to be utilised for the 2019 PNGEITI Report. The
amendment allowed the Internal Revenue Commission (IRC) to disclose company tax
information when required by the PNGEITI for reporting purposes. Prior to this amendment,
the PNGEITI relied on the extractive companies to provide consent to the IRC to release tax
data and information for EITI reporting through the issuance of tax waiver letters.

This practice was problematic as it caused unnecessary delays to the timely release of tax
information in the absence of such legal provisions. The PNGEITI effectively became an
authorised recipient of relevant tax data since 2018. The minor technical amendment to the
tax law will enable the EITI reporting process to be more efficient.

4.3 Timeline and summary of the PNGEITI Policy and Legislation TWG

Table 11: Summary activity and milestones of PNGEITI Policy and Technical Legislation

Year Summary of Activities

2019 NEC endorsed the PNGEITI National Policy Framework for Transparency and
Accountability in the Extractive Sector. The MSG has been progressing further with the
legislative process to finalise the draft legislative Bill.

2018 In 2018, the TWG formalised the Terms of Reference on the Policy and Legislation to be
executed by a consultant. An expression of interest was announced and numerous expressions
of interests were received from which a successful bidder was selected. Contractual
arrangements between both parties were being drawn up at the time of writing this report.

2017 PNGEITI National Policy and Legislative Technical Working Group held its meeting 2/2017
and attended various online forums and developed a preliminary scope through which an
option paper was prepared. This subsequently led to drafting the National Policy
Framework to inform the MSG. TWG was compelled to proceed, as per the options paper
and recommended to the MSG to engage a policy and legal expert to undertake next phase
of the project. The MSG agreed and work started on the Terms of
Reference during the time of writing this report.

2016 Former Treasurer and Chair Hon Patrick Pruaitch directed the PNGEITI National
Secretariat to develop the National Policy Framework and Legislation during Meeting
05/2016 held in Kokopo, East New Britain Province.

4.4 Open Government Partnership (OGP)

NEC Decision 15/2014 — Circular dated 10w April 2018 directed PNGEITI to implement the
Open Government Partnership (OGP) cluster commitments that pertained to the PNGEITI
Policy and Legislation. In support of the implementation of the OGP National Action Plan, the
PNGEITI was directed to implement one of the four Cluster Commitments under the Extractive
Industries Transparency commitment. The key cluster activities involved;

o Development of the PNG EITI National Policy Framework; and
e Development of PNGEITI Legislation.
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The National Secretariat

delivered a National Policy Framework on Transparency and Accountability

in the Extractive Sector endorsed by the National Executive Council and it has been focusing on
its efforts on finalising the Bill and presenting it to Cabinet by 2021. Work on the OGP, PNGEITI

Commitment is ongoing.

4.4 Report Recommendations Summary

Table 12: Report Recommendations Summary

2019 Report

2018 Report

2017 Report

2015 and 2016

Reports

2014 Report

2013 Report

A total of 12 recommendations were outlined in this report. They have
been reviewed and a summary prepared and followed up in the 2021
Work Plan.

A total of 8 recommendations were outlined in this report. They have
been reviewed a summary prepared and followed up on in the
2020 work plan.

A total of 8 recommendations were outlined in this report. They have
been reviewed and a summary prepared and translated into a NEC
Information and/or Policy Submission for Cabinet to take note and
advise further on.

A total of 8 new recommendations were outlined in these reports. Of
the 8, the Infrastructure Tax Credit (ITC) Scheme recommendation
was acted upon, with the announcement by Prime Minister on the
indefinite suspension of this scheme until a review is conducted. The
remaining 7 recommendations were reviewed, and a summary
prepared and translated into a NEC Information and/or Policy
Submission for Cabinet to take note of and advise further on.

No new recommendations were made but reiterated the need to act
on by implementing the 2013 Report recommendations. A NEC
Information Paper was prepared based on this Report and was
registered with the NEC Secretariat on the 21st of November 2017. The
National Secretariat has not been following up to ensure the
Information Paper was progressed through to NEC. This action has
now become unnecessary because other actions had already
overtook such as the validation action areas that have recommended
for the same actions.

NEC Submission was formulated. A Cabinet Decision received
contained 11 NEC Directives on implementation of the
recommendations. So far, 8 out of the 11 Recommendations have
been acted upon and in some way implemented. The Secretariat is
following up with agencies on the implementation of these directives
and working through ways to assist agencies implement their
respective directives.
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4.5 Development Partners Coordination

Table 13:  Summary of 2017 Development Assistance

The PNGEITI has had increased partnerships with various development partners in
implementing the EITI Standard in the country since 2017. These are listed in the following

table.
Development Partner Development Assistance Year Status
Pacific Governance Subnational Payments Scoping 2017 Completed
Facility (Australian Study EITI Capacity Building
Departmentof Foreign Workshops
Affairs)
Japanese International Revenue data management and 2017 ongoing
Cooperation Agency reporting and PNGEITI Capacity
(JICA) Training
World Bank Outreach and Roadshows and 2017 ongoing

PNGEITI Capacity Building
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4.6.1 Japanese International Cooperation Agency (JICA)

The Japanese International Cooperation Agency continued to assist the PNGEITI National
Secretariat with technical matters on revenue data management and reporting in accordance
with EITI International Standard. The project had succeeded in having a close working
relationship with the Department of Petroleum on its data registry and enhancement of its
reporting mechanism from extractive sector companies and government agencies for EITI

purposes. The project is proposed to extend beyond 2021.
4.6.2 World Bank

The World Bank in consultation with the PNGEITI National Secretariat commissioned three
projects in 2019 under its Extractive Global Programmatic Support (EGPS) fund on key areas

in the 2020 Work Plan. All three contracts are still active and progressive.

Activities/Contracts Contractor

(1) Scoping study and advisory on local CSO Dr Tim Grice
operationalization and funding model (Scoping
Study Report)

Completed

(2) Complete scoping study report on design | Deloittes Touché
options for an electronic EITI reporting and | Tomatsu
access (Scoping Study Final Report)

Completed

(3) Educational Mainstreaming through EITI Dr Philip Kavan
educational curriculum and syllabuses (Scoping
Study Report)

Completed

Figure 24 World Bank- PNGEITI Contracts

4.7 Validation of PNGEITI

Following the PNG’s first Country Validation in 2018, it was concluded that immediate
intervention was needed on certain requirements lagging in PNGs EITI implementation.

Such requirements which are legally constrained at this stage include:

e contract disclosures which are inhibited by the confidentiality provisions in Section 163
of the Mining Act (MA) 1992, Section 52 of the Mineral Resources Authority (MRA) Act

2005 and Section 159 of the Oil and Gas Act (OGA) 1998; and

e Beneficial Ownership Reporting which require amendments to the Companies Act to
enforce compliance in reporting for all entities to disclose and ascertain thresholds of

ownership.
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The requirements which were flagged in red as having made ‘inadequate progress’ were
listed in the table below.

Table 14:  PNGEITI Inadequate reporting requirements in 2018 Validation

2.2 License Allocation- We have again specifically requested the MRA and DPE
to report each tenement/license awarded, extended, transferred, surrendered or
cancelled during the reporting period. The identity of ownership and date of
the award transfer and extension in the non-financial reporting template. DPE in
coordination with JICA and MRA were in the process of uploading of license data
on a public webportal during the time of this report preparation.

3.2 Production data- The IA has again requested this information in the reporting
templates, but reporting remained inconsistent.

4.1 Comprehensiveness- The IRC reporting template has been updated since the
2018 validation to clarify the value of total revenue stream as requested. The IA has
been working to confirm full unilateral disclosure of all government extractive
revenue streams. Specifically, the IA has sought to include revenue streams from
projects that were not yet producing. AGO, together with the assistance of the PNG
EITI Secretariat, has plan to specifically test revenue receipts for EITI reporting from
government entities where audited financial statements were not updated.

4.6 Direct subnational payments- A scoping study on sub-national payments was
published in April 2019. From this study the MSG had agreed to request
unilateral disclosure of subnational payments for the 2019 report.

4.9 Data quality- Engagement with the PNG Auditor General's Office was
necessary to establish the current status of the audit of government and SOEs
accounts. This information has been incorporated into the assessment of data
quality in the reconciliation chapter of the 2019 Report.

5.1 Distribution of revenues- Information relating to the distribution of revenues
has been updated in the report and additional information was also provided relating
to the distribution of funds managed by MRDC.

5.2 Subnational transfers- A scoping study of sub-national transfers has been
published in April 2019. From the study the MSG has agreed to request unilateral
disclosure of subnational transfers for the 2019 report.

6.2 SOE quasi-fiscal expenditures
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Papua New Guinea has been scheduled to undergo a second country Validation in April of
2022. In 2018, after the first validation using the 2016 Standard, the EITI Board assessed PNG
as having made meaningful progress in implementing the EITI Standard.

Figure 25:  Outcomes and consequences of Validation

Outcomes and consequences of Validation

are revaldated after three years

FIRST VALlDATION @ Countries that have acheved satislactory pr ..»

Aller 2.5 years
Board's assessment of
overall progress

Satisfactory progress .
Meaninglul progress * -

INadequale progress

NO progress daelisted o

SECOND VALIDATION

3-18 months later

Satisfactory progress .
Meaninglul progress

- With improvements >

Meaningful prodgress
= without Imperovements

inadequate progress delisled o

NO progress delisted o
Satisfactory proqress s
Meaningful progress °

Na0equate progress delistod e

NO progress delisted o

THIRD VALIDATION

3-18 months later

Satislactory progress .
Meanngful progress

nadecuate progress deiisted o

NO progress defisted o
Satisfactory progress e

Meaningful progress
with improvemants

Meaningful progress
withoul mprovements

FOURTH VALIDATION

3-18 monins fater

Satisfaclony progress k)
Meaningful progress delisted o
Inagequate progress delisted o

NO progress dellsted o

delisted o
Inagequate progress delisted o
NO Pregress dolistod @

The first country Validation was concluded in 2018 and a report was furnished to the MSG in
2019 that granted PNG a score of having made ‘Meaningful Progress’ in implementing the
EITI Standard.

Validation is an essential feature of the EITI process. It is intended to provide stakeholders with
an impartial assessment of EITI implementation in a country to determine as to whether it is
consistent with the requirements of the EITI Standard. The EITI Board upon assessment
resolved that PNG had achieved “Meaningful Progress” in its Validation and demonstrated that
significant aspects of the (EITI) requirement(s) were implemented and that the broader
objective of the requirement was fulfilled. However, the Validation report also highlighted a
number of key areas for further work to be undertaken to fully meet all the requirements of the EITI
Standard.

In April 2022, the EITI International Secretariat has scheduled to review all documentation
and, most importantly, the report of FY 2019 to decide on PNG’s status. Consequently,
submitting a compliant FY 2019 EITI Report was critical for Papua New Guinea to retain its
“membership status.” Failure to do so will impede on EITI Standard 4.8 and evoke penalties
pertaining to Article 2 of the EITI Standard— Disclosure and reporting deadlines of which the
EITI International Board could issue a “Suspension” and/or “Delisting” decision to a host
country due to incompliance and /or unsatisfactory progress.
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5. PNGEITI OFFICE ADMINISTRATION

The PNGEITI National Secretariat office was highly effective during the Covid-19 shutdown
periods and have managed to accomplish its various tasks as outlined in the PNGEITI Work
Plan.

PNGEITI National Secretariat fully maintained its operational and administrative activities. With
an annual recurrent budget of K3 million budgetary funding from the PNG Government through
the Department of Treasury, it administers staff salaries and wages, taxes, superannuation
contributions, bank charges and fees, amongst others. The PNGEITI National Secretariat
continues to expand in proportion to increased scope of work. There is currently nine staff in the
Secretariat.

Table 15:  PNGEITI Staff on strength in 2020

Head of National Secretariat Mr Lucas Alkan 2015- Present
Deputy Head of National 2019
Secretariat Mr Christopher Tabel

Communications Specialist 2016

Policy Technical Ms Sarita Peai 2020
Procurement Mr Francis Diakon 2016
Finance Mrs Delka Kemba Rinny 2016 — 2020
Staker_lolder TR Mr Oliver Maingu 2019
Coordinator

Research & Data Analyst Mr Swartz Buff 2019 - 2020
Media Content Writer Mrs Sonia Kenu - Becks 2019
Administration Mrs Naomi Puipui 2020

Driver Mr Paul Kanandia 2020
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10. TOTAL COST OF EITI IMPLEMENTATION

STATEMENT OF FINANCIAL PERFORMANCE AS AT 31-DECEMBER-2020

Table 20: Total cost of implementation

Opening Balance

Quarter 1

Quarter 2

Quarter 3

Quarter 4
(Oct-Dec)

Opening Balance

(Jan-Mar)

(April-June)

(July-Sept)

2,316,268.36  2,241,693.58 3,106,482.18 2,758,869.94

Revenue

GoPNG (DoT) - Budget Allocation

Deposits - Cash / Cheques
Dishonoured Cheques
Rounded off toeas

Total Income

350,000.00 1,300,000.00 1,700,000.00
3,609.59 - 70,000.00

16,821.66 10,249.70 16,053.10 -
0.24 0.54 - 0.14
370,431.49 1,310,250.24 16,053.10 1,769,999.86

Wages/Salary
Sundry Expenses

Administrative Costs

ITC Equipment
Conference/Meeting
Expenses

Hire

Printing & Stationary
Advertisement
Motor Vehicle Expenses

Consultancy Services
Office Furniture

Travel

Group Tax (Payroll taxes)
Employee Superannuation
Bank Charges

Total Operating Expenses

2020

| Annual

Progress

and

109,258.15 | 120,375.42 | 116,104.60 | 115,442.18
1,519.00 1,690.50 5,382.90 10,878.00
2,090.00 17,857.29 | 6,528.50 4,000.00
40,212.00 1,559.50 3,288.80 28,849.72
17,406.38 | 30,425.72 | 6,330.00 16,460.23
47,619.00 | 29,817.63 | 52,416.80 | 502.70
2,679.32 2,000.00 2,000.00 9,933.90
144,000.00 | 166,500.00 | 96,210.00 167,362.84
31,342.75 - | 5,853.40 110,077.80
31,856.67 | 49,042.04 | 44,707.18 | 24,080.52
16,920.98 | 26,127.04 | 24,76566 | 7,053.50
102.02 66.50 77.50 66.50
44500627  445461.64  363,665.34  494,707.89
| PAGE-76




CLOSING BALANCE 2,241,693.58 3,106,482.18 2,758,869.94 4,034,161.91

Note:

Total Operational funds as per the

bank statement 31st December 2020

was: 4,173,582.41
Total Operational funds as per the

books dated 31st December 2020

2020 was: 4,089,900.99
Difference was cheques
unpresentedat the bank: 83,681.42
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1. ADDITIONAL COMMENTS

The level of commitment and expanded funding underscored the increased embedding of
PNG EITI in key government agencies and its profile in the broader good governance dialogue
within PNG. The National Secretariat has approached external assistance in the subsequent
reporting periods to support targeted outreach and awareness campaigns, capacity building
for MSG members and the National Secretariat office, and most importantly to implement a
number of priority recommendations from the first report.

12. DISCUSSION BEYOND MSG

This report was circulated among the MSG members and the members had shared and
discussed the report with their constituents before it was finalized. The report would be posted
on the PNGEITI website. It was also intended that the progress report would be released in
the local newspapers by the Chairman of the PNGEITI MSG (Minister for Treasury).
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Provisional Version Approved by the PNG Extractive Industries Transparency Initiative Multi-
Stakeholder Group.

Date: Friday 15 December 2021 during MSG 03/2021 in Port Moresby, Papua New Guinea
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