Kumul Consolidated Holdings

Annual Review 2019

Transforming PNG today

for a stronger

tomorrow

Our Vision

To enhance and transform all State Owned Enterprises
to deliver premier services and economic returns.

Our Mission

To steer the holding entity and its respective SOEs to
become profitable organisations; delivering reliable,
affordable and efficient services whilst adhering to good
corporate governance and international best practice.
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About KCH
Kumul Consolidated Holdings

KCH Direction and Purpose

KCH operates under the Kumul Consolidated Holdings
Act. It is mandated to hold Government-owned nonresources commercial assets in trust and to manage those
assets to deliver essential services and underpin economic
development.

KCH seeks to improve the provision of services to the
people of Papua New Guinea by:

KCH Role
As a trustee of the State’s General Business Trust, KCH
is the sole shareholder of nine State-Owned Enterprises
operating in primary industry, aviation, banking and financial
services, insurance, maritime infrastructure, power, postal
services and logistics, telecommunications, and water
and sanitation. It also manages infrastructure projects
throughout PNG such as hydroelectric power facilities,
metropolitan sewerage systems and port developments.
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•

Planning, coordinating and managing State assets,
infrastructure and projects;

•

Monitoring SOEs to ensure they operate efficiently,
transparently and accountably, comply with relevant
laws and legislation, and act in accordance with the
policies of Government;

•

Investing in industries and sectors to bring strategic and
financial benefit to the State and the people and;

•

Identifying and negotiating funding opportunities for
strategic investment and development.

Corporate Governance
KCH is committed to the highest levels of corporate governance for itself and the SOEs it is responsible for, and strives to
foster a culture that values and rewards adherence to exemplary personal and corporate integrity.
The corporation has established committees on Audit & Risk and Whistleblower, Investment & Strategy and SOE Reform
to support KCH’s oversight responsibilities by monitoring – among other things – internal probity controls, processes used
for financial reporting and audits, and compliance with relevant laws and regulations. The Audit Committee also reviews the
scope and results of external audits, and the independence of the external auditors.

Legislative Framework and Objectives
KCH is an independent statutory corporation that performs its functions and duties and exercises its powers and authorities:
•

In accordance with sound business principles and with due care, diligence and skill that a prudent business would
adopt or exercise in similar circumstances; and

•

Reports to the National Executive Council through the Minister for State Enterprises and State Investments;

•

To act as trustee and hold assets and liabilities that have been vested in or acquired by it, on behalf of the Government;

•

To act as a financial institution for the benefit of and the provision of financial resources and services to Governmentowned enterprises and the Government, where this is approved by the National Executive Council; and

•

To enhance the financial position of the Government or State-owned enterprises.

KCH’s accounts and records of financial transactions are audited by the Auditor-General. KCH does not consolidate its
accounts as it adopts a fair value approach to its assets and investments.
The Government has the following interests under KCH:

National Executive Council
Minister for Public Enterprise
& State Investments
KCH Board

KCH as Trustee
KCH Managing Director

General Business Trust

Majority State Owned
Enterprises (100%)

Air Niugini
Motor Vehicle Insurance Ltd

Listed Investments

Bank South Pacific (18.2%)

Other State Owned Assets

PNG Dams Ltd
Kumul Technology
Development Corporation Ltd

Major Projects

Port Precinct
Water and Sanitation

National Development Bank

Government Stores

Energy

PNG Ports Corporation Ltd

Development Projects

Telecommunications

PNG Power Ltd
Post PNG Ltd
Kumul Agriculture Ltd
Kumul Telikom
Holdings Ltd
Water PNG Ltd
Eda Ranu
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Our Portfolio
Total Assets

K10.1

billion

(USD 2.8b)

Number of SOEs

Headcount

9

7639
Employees

Revenue

K3.1

billion

Total Shareholder
Return

K24

(USD 875.3m)

million

(USD 6.7m)

Air Niugini Limited

International and domestic airline services

Motor Vehicles Insurance Limited

Compulsory Third Party insurance for all vehicles in
PNG and general insurance and re-insurance

National Development Bank Limited

Rural Agri/SME financial services and development
assistance

Kumul Agriculture Limited

Focus on agri-business development across PNG

Kumul Telikom Holdings Limited

Provides wholesale and retail communication
services, fixed and mobile and manages the National
Transmission Network

PNG Ports Corporation Limited

Responsible for managing all seaports in PNG

PNG Power Limited

Responsible for managing the power grid throughout
PNG

Post PNG Limited

Provides postal services and now diversifying into
logistics

Water PNG Limited

Provides water, sewerage & sanitation services
across PNG
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Sasindran Muthuvel MP
Minister for State Enterprises
I am proud that my portfolio is responsible for the provision
of what are seen by Papua New Guineans as essential
services – either because they receive them or aspire to
receive them.
State-Owned Enterprises’ provision of essential water,
power, communications, travel, and other services has
been poor. This situation must be improved and is the
driver for the National Government’s SOE Reform Agenda.
The Ministerial Committee and Technical Working Group
established after National Executive Council agreed on SOE
reform has met several times, a demonstration of the strong
support for the reforms from Prime Minister James Marape
and our Government.
The importance of many of these services to the
development of our national economy at a household level
makes them a critical focus for the Marape-led National
Government. Particularly in urban and peri-urban centres
in Papua New Guinea, access to water, electricity and
communications are necessities for the smooth operation
of both business and domestic activities. Extension of
these services throughout the country will be a catalyst
for rural development to bloom and enable more people
to participate in the cash economy and for significant
improvements in their quality of life.
Other SOE services are equally important to national
development – the operation of our ports, national airline,
postal services, insurance, and development banking. They
are all required to a lesser or greater extent by commercial
enterprises that employ many hundreds of thousands of
Papua New Guineans, from big international businesses
to small cash-crop farmers in villages all over the country.
Government needs to create an environment conducive to
the operation of the private sector - businesses that provide
goods and services or develop, process and/or export our
natural resources. Without SOE services that facilitate the
commercial activities of these enterprises they would be
unable to operate efficiently and the whole country would
consequently suffer.
As Papua New Guinea continues to develop and makes
best use of its non-renewable mining and petroleum
resources as well as its renewable agricultural, fisheries and
forestry resources, it inevitably becomes a bigger player on
the world stage. The provision of services by SOEs must

be carried out in line with international standards of health,
safety, commercial probity and governance.
I am confident that the appointment of the new KCH board
in October 2019 and recent appointment of Isikeli Taureka
as managing director in early 2020 will ensure that all
necessary steps to progress the Marape Government’s
SOE Reform Agenda proceed at an accelerated pace.
I am happy to say that our SOE reform activities are
supported and partly funded by the ADB and the Australian
Government’s Department of Foreign Affairs & Trade.
Reform of our SOEs will take time in order to make
them more efficient in terms of both service provision
and commercial viability. Reform will involve corporate
restructuring in some cases and may involve public private
partnerships and partial privatisation. The advantages
and disadvantages of all available alternatives for
commercialisation and private sector involvement will be
examined for the SOEs that fall under my Ministry, including
the most effective management of debt taken on by these
corporations.
The key to successful SOE reform is to infuse SOEs with
private sector discipline, competitive market pressures, and
clear consequences for non-performance. SOEs must meet
their costs of capital and divest any activities that are not
commercially viable. Activities taken on by SOEs must meet
strict criteria that ensure they are cost-effective and bring
clear improvements to the delivery of essential services, and
any proposed borrowings must undergo close scrutiny and
be only for financially viable development.
The process of reform and improvement is incremental
and will take time, but over the coming months I expect to
see tangible progress on the Marape Government’s reform
agenda, starting with the restructure of SOEs as the most
important vehicles for national development.
It is critical that we restore public trust in SOEs, that they
are seen to be accountable and transparent, and that they
actually do deliver cost-effective services. If well managed,
SOEs can make profound improvements to the well-being
of Papua New Guineans, and to the nation’s business and
consumer landscape.
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Statement by
Mr Peter Aitsi
Chairman

This year has been a time of change for Kumul
Consolidated Holdings as the organisation embarks on
the implementation of the Government’s State-Owned
Enterprise reform agenda.
The reform program must be carried out in a structured and
transparent manner, as the services provided by our SOEs
affect the lives of all Papua New Guineans. It is important
that our communities support the reforms based on the
underpinning logic, see they are justified and be confident
they will clearly deliver the expected improvements in
governance and management. The first of these actions
was to find a capable and experienced Managing Director
for KCH, which the board was pleased to conclude in early
2020 with the appointment of Mr Isikeli Taureka.
As I am only too aware from my position as chairman of
the KCH board and roles in other organisations, good
governance starts from the top, with the responsibility
squarely resting with the directors on the boards of the
SOEs under the KCH umbrella. Directors must have certain
minimum qualifications and demonstrated experience
in senior positions in government, the private sector, or
societal organisations, and a have real interest in the
activities of the SOE to which they are appointed.
Good governance is about more than just the financial
bottom line, especially with our service-providing SOEs.
That is why we in KCH will ensure that the boards of the
SOEs will have directors who collectively have a proper
balance of gender, commercial acumen, senior management
experience, and expertise in societal organisations, which
will result in sensible decision-making and guidance to the
managing directors of those organisations. I am happy to
say that by the end of 2019 we are seeing some traction in
the implementation of these changes, an activity that will
continue in the coming year.
Good governance also requires alignment and
understanding between KCH and other representatives of
the principal shareholder in all the SOEs – the Government.
The operations of the SOEs that come under KCH cut
across all sectors of society and therefore have an impact
on areas that are the responsibility of other Ministers of
State. It is important that the rationale for the Government’s
SOE reform agenda, and the steps necessary to implement
it, are aligned with other Government development
initiatives.
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During 2019 KCH has enjoyed a constructive relationship
with the Minister for State Enterprises, who has championed
our gradual implementation of Government-endorsed
policies that over the coming years should result in the
expected improvements in SOE performance.
I am confident that the understandings we have reached
with strategic partners such as the Asian Development
Bank, the Australian Government, and others, will enable
KCH to accelerate its SOE reform agenda implementation,
so that improvements will soon be seen in the SOEs.
I am also aware however that achievement of these
improvements will not necessarily be easy since they must
address the dual objectives of better service delivery and a
financial return on assets for the Government.
SOEs are commercial enterprises and KCH will be actively
looking at the possible partial privatisation of some of them
or the establishment of public private partnerships so long
as these options result in the SOEs fulfilling their dual roles.
State-Owned Enterprises play an important role in the
economy. Most importantly they should be enablers of
economic growth by providing, reliable, cost-effective and
efficient utility and logistic services.
I am sure that the foundations that we have laid in 2019 will
soon be seen in improved SOE performance in the coming
years.

Statement by
Mr Isikeli Taureka
Managing Director

Although only recently appointed as managing director
in early 2020, I am happy to present Kumul Consolidated
Holdings’ 2019 Annual Review, since it clearly outlines the
future direction and potential for the SOEs that fall under
our governance umbrella.
The immediate role of KCH is to execute the Government’s
SOE Reform Agenda and progress the necessary changes
to legislative and regulatory frameworks with the aim of
strengthening corporate governance.
Clearly all the SOEs have significant material assets and
dedicated workforces - our human assets. It is our job at
KCH to ensure that the boards and management of these
State-Owned Enterprises make optimal use of all these
assets. It is clear to me that the actual performance of the
SOEs to date has been variable and needs to be improved,
so that a better financial return is generated from the assets
of these organisations, and that service delivery to the
people of Papua New Guinea is thereby improved.
To better address the challenges of improving SOE
performance, we are instituting standardised selection
criteria and engagement terms and conditions for people
who might be considered for directorships on SOE
boards. We are taking the first important steps towards
greater accountability and transparency by insisting on
compliance with statutory reporting requirements for the
publication of corporate material. For example we will
be actively monitoring the production of detailed annual
operating plans by the SOEs. We are taking steps to enable
increased public confidence in SOE operations through the
publication of audited financial statements and by removing
the backlog of SOE accounts that have not been produced
for the Auditor-General.
KCH is accessing the best advice available to properly
address the many issues afflicting SOEs. Professional
assistance for the implementation of activities under the
Marape Government’s SOE Reform Agenda is being
provided by a Project Management Office established within
KCH - staffed by specialists experienced in restructuring
corporations and administering the provision of essential
services.
International experience has demonstrated that
privatisation, supported by robust regulatory arrangements,
is the most effective mechanism for long-term
improvements in the productivity of State assets. Full
privatisation is not always politically feasible or may not
always be practical where social aspirations need to be

considered – in these instances partial privatisation could
help improve SOE service delivery performance.
I am aware that there are two broad objectives which
should not be mutually exclusive – the provision of
affordable services to the public and ensuring that the
SOEs that provide these services are properly managed as
commercial enterprises. This is unlike many other private
sector businesses whose major aim is to maximise profits
for their shareholders. In our SOEs the only shareholder is
the State, which obviously has a responsibility to all Papua
New Guineans.
It is the fair and equitable balance of these two objectives
that I am most concerned about in the SOEs – effective
provision of affordable services versus the generation of a
commercial return for the State. SOEs must operate in a
way that creates value and makes a significant contribution
to Papua New Guinea’s economy and development. They
must also at present operate in a way that is conducive to
continued support from multilateral and bilateral institutions.
Under my stewardship, KCH will be properly managed as
a commercial enterprise, albeit one owned by the State of
Papua New Guinea. This means that senior appointments,
investment decisions and operational strategies will be
sensible, transparent, in line with international best practice
and based on a viable business case.
This 2019 Annual Review provides detail of the vitally
important SOEs that are part of the KCH ‘family’ as they
stand at the end of the financial year. The entire SOE
Reform Agenda is about improving service delivery, which
will lift people’s quality of life across the country - serving
our people by providing them the services they need and
deserve.
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Leadership & Governance
Board of Directors

Peter Aitsi

Isikeli Taureka

Emma Waiwai OL

Peter has accumulated a wealth of
experience over 30 years managing
leading private-sector organisations
involved in banking, finance, media,
and mining.

Isikeli is an economist who, after
graduating from UPNG, joined the
National Australia Bank. He was
PNG’s first bank manager before
being appointed as deputy managing
director of Resources Investment
Finance Limited, a merchant banking
joint venture between PNGBC and
HSBC.

Emma Waiwai, OL, has extensive
experience and expertise in
government service, sports
administration and business.

Chairman

This private sector experience is
strengthened by his long-term and
ongoing involvement with important
community organisations such as
Transparency International PNG,
Media Council of PNG, City Mission
PNG, Badili Club, and Leadership
PNG. In 2004 he was awarded an
MBE in recognition of his contributions
to the development of PNG media
and his long-standing voluntary
service to community organisations.
He is a member of the PNG Institute
of Directors and was named Male
Director of the Year in 2018.
Peter was PNG Country Manager
for Newcrest Mining for seven
years before being appointed as
chief executive officer for the Credit
Corporation group of companies in
2018.
He is chairman of Transparency
International PNG and currently serves
as a director on the boards of PNGFM
Ltd, City Pharmacy Group Ltd and the
Coral Seas Hotel Group.
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Managing Director

He was appointed managing director
of Post and Telecommunication
Corporation before becoming
Deputy Country Manager and then
Country Manager for Chevron New
Guinea Limited, responsible for all
the company’s oil production and
exploration operations in Papua New
Guinea and Western Australia.
Isikeli took up the role of Executive
Vice President Corporate Development
& Government for InterOil Corporation
in 2013, overseeing all in-country
operations of the company in Papua
New Guinea until its acquisition by
ExxonMobil in 2017.
Prior to being appointed as managing
director of KCH, Isikeli was PNG
country manager for Newcrest Mining
Limited. He is currently a director
of Kina Securities, chairman of Kina
Bank and is a Graduate Member of
the Australian Institute of Company
Directors.

Director

She holds a bachelor’s degree in
electrical engineering (communication)
from the University of Technology, Lae.
After graduating in 1988, she joined
the then Department of Civil Aviation
in 1989 and was there for 26 years,
resigning in February 2016.
She was chair of the 2015 Pacific
Games, one that has been hailed as
the best-ever games and the most
successful to date. Emma has served
on various other boards including the
National Airports Corporation, the
PNG Olympic Committee and the
International Education Agency.
Ms Waiwai is a member of the
International Women’s Group in
Sports, the Gender Equity Commission
of the Oceania National Olympic
Committee and the chair of the
KoroBoro International School.
She is the First Secretary to the
Governor of Central Province, Hon
Robert Agarobe, CSM, MP, and is a
board member of Central Province
Holding Limited and the Aniani
Corporation.
Ms Waiwai is married and has four
children. She is from Central Province.

Ian Clarke OBE

Moses Maladina

James Gore

Ian has conducted business across the
Pacific region for more than 40 years.
He lived and worked in PNG for many
years and was previously the Managing
Partner of the Dentons Port Moresby
office. He held the position of President
of the Australia Papua New Guinea
Business Council for two terms of
three years and is recognised as one of
Papua New Guinea’s leading business
lawyers by Chambers Asia Pacific.

Moses qualified as a lawyer at UPNG
and as an agriculturalist from the PNG
University of Natural Resources and
Environment at Vudal. He was the
Chief Executive Officer and Managing
Director of Air Niugini and represented
PNG as High Commissioner in New
Zealand.

James is a chartered accountant with
more than 20 years of professional
accounting and business advisory
experience in PNG and Australia.
He is the managing partner of
Gore Consulting (business and
financial advisory practice) and Gore
Accountants (audit and accounting
practice) which he established in
August 2019 following his retirement
from Ernst & Young.

Director

Ian regularly assists a diverse range
of government and private sector
interests with Pacific issues. Ian’s area
of specialty is public policy, institutional
reform and major projects with an
emphasis on energy and resources,
infrastructure, agriculture, and financial
services sectors. Ian was awarded
an OBE in the 2018 Queen’s Birthday
Honours List for service to the legal
profession and business community of
Papua New Guinea.
Ian is president of the Australia
Pacific Islands Business Council and
an executive committee member of
the Australia PNG Business Council,
and a Governor of the Foundation
for Development Co-operation. He is
chair of the KCH SOE Reform subcommittee.
Ian is currently Special Counsel and
consultant to Dentons Australia Limited.
He is a former Global-Vice Chair of
Dentons Global Board and former Chair
of the Australia Region Board.

Director

Moses was a member of Parliament
from 2002 to 2012 and held senior
Ministerial portfolios in the PNG
Cabinet including Minister for Justice
and Attorney-General, Minister for
Agriculture, Minister for Public Service,
Minister for Internal Security (Police),
Minister for National Planning and
Deputy Prime Minister.
He is a published author and currently
has various business interests in
PNG, New Zealand and elsewhere in
the Pacific including a coffee estate
in Baiyer River, Western Highlands
Province. Moses is currently a director
of several smaller companies in PNG.
Moses joined the KCH Board in June
2018.

Director

He was an EY Partner for three years,
and prior to that he ran his own public
practice, Gore Accountants & Business
Advisors, for seven years, which was
acquired by EY in February 2017. He
started his chartered accounting career
with PwC in 1999 and worked for 10
years with PwC in PNG and Australia.
He left PwC as a Senior Manager to
start GABA in January 2010.
James was previously a director of
Alotau International Hotel, PSG Facility
Services, MiBank and Amalpack and
founding director of PeopleConnexion
PNG. He is the founder of the MSME
Council and remains a member, on and
off as a council member for CPAPNG,
a member of APEC Business Advisory
Council PNG and member of the PNG
Institute of Directors.
In his position on the KCH Board,
James is chairman of the Audit & Risk
and Whistleblower committees, and a
member of the Investment & Strategy
and SOE Reform committees.
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The State-Owned
Enterprise Reform
Program
How services to the people are
being delivered, and national
development objectives achieved
The State-Owned Enterprise Reform Program is a policy of
the Government of Papua New Guinea to improve long-term
performance in SOEs and to achieve value in surplus assets
through full and partial privatisation and public-private
partnerships.

Key SOE activities
•

Progress is being made on plans for a restructure of KCH
itself to enable it to manage its portfolio of SOEs more
effectively. Planning processes across the SOE system
are being improved to deliver meaningful targets and KPIs
that measure reform and business outcomes. Community
Service Obligations are being identified to determine
where these need to be financed by government to
achieve social policy objectives;

•

Air Niugini is in recovery mode and KCH will provide
funding assistance for its operations while the recovery
plan is put in place. The key attributes of the recovery
plan are:

The ultimate aims are improved services to the people of
Papua New Guinea, and a greater contribution by SOEs to
national development.
The program began in 2019 and is expected to be
completed by 2021, with assistance from various
government agencies and development partners:
•

The Asian Development Bank is funding the program
through loans and grants directly to the Government of
up to $US500 million (K2.25 billion);

•

Australia and New Zealand will provide advisory support
to the program through the ADB’s Private Sector
Development Initiative and;

•

Australia’s Economic and Social Infrastructure Program
is also providing support by financing technical advisers,
either individuals or companies.

Kumul Consolidated Holdings has carriage of the SOE
Reform Program through a Program Management Office. A
delivery framework has been established to ensure that the
necessary resources and support are available to achieve
program objectives.
KCH has made significant progress in achieving the SOE
Reform Program and meeting the initial requirements of
ADB program funding. This includes the preparation of
amendments to the Kumul Consolidated Holdings Act to
strengthen the oversight of SOEs, drive reform and direct
improvements to corporate governance and business
performance.
Other progress has been made on restructuring and
financially supporting SOEs including Air Niugini, Kumul
Telikom Holdings, Water PNG, and Eda Ranu, as well as
providing the SOEs with technical assistance through the
ADB and the Australian Government.
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-

Manage the restructure of the airline through a
critical assessment of operational and staffing costs,
and the disposal of non-core assets with a view to
restructuring the balance sheet.

-

Funds released through sales of non-core assets, cost
saving reforms and more efficient operations will be
used to reduce bank loans, make agreed scheduled
payments to creditors and provide additional working
capital.

•

Complete the Water PNG and Eda Ranu merger. Funding
has been requested to provide consulting support for the
business merger.

•

A new managing director has been appointed to PNG
Power Ltd, and a range of reform initiatives are being
undertaken regarding the business model, fuel and
generation and distribution strategies, and corporate
governance.

•

Restructuring of Kumul Telikom Holdings is continuing,
and governance, management and operational reforms
are being implemented. The sale of non-core assets
is progressing, with Bmobile Solomon Islands, Datec,
FM100 and EMTV targeted. These transactions will
release funds for debt reduction.

•

Post PNG’s traditional core business – mail – is declining
and margins are razor-thin, so the company is developing
new business activities such as e-commerce, financial
services and logistics. Efforts are being made to monetise
its property assets, and engage in joint ventures in
logistics.

•

Ports PNG is undergoing debt restructuring and publicprivate partnerships are being investigated.

Key Projects
Energy Projects
Ramu 2 hydropower project
Kumul Consolidated Holdings is the implementing agency
for the proposed 180-megawatt Ramu 2 hydropower
project, and the developers are the Shenzen Energy Group
and Sinohydro Consortium. The build, own, operate and
transfer project is valued at K3 billion and will supply base
load energy through the PNG Power transmission system
to the Wafi-Golpu and Ramu Nickel mines as well as clean,
cheap and reliable domestic power to people living on the
Ramu grid.
Negotiation of all technical, legal, and commercial terms
of the project agreements have been completed with the
consortium partners – the remaining key deliverables are the
execution of the project agreements, including the Project
Implementation Agreement between the State and the
consortium and the Power Purchase Agreement between
PNG Power and the consortium.

Ramu Transmission System Reinforcement Project
The key deliverable of this K210-million project is to improve
electricity supply stability and reliability to Lae and its
neighboring areas with the installation of more than 130
kilometres of high-voltage transmission lines. The project
is co-funded by Japanese International Cooperation
Agency and the PNG Government, and PNG Power is
the implementing agency. The project is expected to be
complete by late 2022.

National Power Grid High Voltage Transmission
Lines
This K1.2 billion PNG Power project, co-funded by China
and PNG, aims to construct a total of 280 kilometres of high
voltage transmission lines from Ramu to Mt Hagen and then
to Tari. The old line, built in 1974, has reached the end of
its useful life and the new line will ensure quality, reliability
and consistency of supply, minimise power lost over longdistance transmission, and provide redundancy. Phase
one of the project is the Mt Hagen to Tari component which
commenced in 2017 and is expected to be completed by
the end of this year.

ADB Town Electrification Investment Program
The K500-million town electrification program aims to
improve the power supply in provincial centres through
the replacement of high-cost diesel generation with
sustainable renewable energy generation. PNG Power is the
implementing agency for the program, which is co-funded
by PNG and the Asian Development Bank. Completed
project elements include the Kimbe-Bialla transmission
line, the Divune, Ru Creek and Lake Hargy hydro system
refurbishment and upgrades. Projects in progress include
the Yonki Toe of Dam and Warangoi hydro refurbishment.

Port Moresby Grid Rehabilitation Project
This K250-million project is also being implemented by PNG
Power and aims to improve and increase power supply into
the city and its surrounding communities. A key deliverable
of this PNG-ADB project is to boost the generation capacity
of the Rouna hydro units. Others include transmission and
distribution upgrades.

APEC Electrification Partnership
In November 2018, during the APEC Summit held in
Port Moresby, the governments of Australia, Japan, New
Zealand and the United States undertook to work with the
PNG Government to help achieve the national electrification
target of connecting 70 percent of households by 2030.
PNG Power is the nominated implementing agency for
the PNG Electrification Partnership, which will include
significant funding for projects. The creation of internal
implementation structures at PNG Power is continuing.
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Water and Sanitation Projects

Port Development Projects

Port Moresby Sewerage Upgrade Project

Lae Tidal Basin Industrial Park

KCH is the implementing agency for the K430-million
project, which is co-funded by Japan and PNG. Port
Moresby’s ageing and dilapidated sewerage infrastructure
has been replaced with a state-of-the-art sewerage
treatment plant
and pump stations, and is now being operated by PNG
Water-Eda Ranu. Associated capital spending on new
sewerage connections to increase load flow and allow
the plant to operate an optimum capacity is in progress.

This K350-million project is to develop the west side of
the Lae Tidal Basin to realise the commercial value of 90
hectares of land opposite the port facility and lease it to
industrial tenants. The project began in November 2017 and
is scheduled for completion in June 2021. The project is
co-funded by PNG and a China Exim Bank loan, and PNG
Ports is the implementing agency. The project is suspended
pending an independent engineering review commissioned
by PNG Ports.

World Bank District Water Supply and Sanitation
Development Program

Port Moresby Port Redevelopment Project

This program is to help achieve the national goal of
increasing access to reliable, safe and affordable water
supplies to 70 percent of households by 2030. The
program, which covers nine projects, is funded by a World
Bank grant of K177 million, and the implementing agency is
Water PNG. The Bialla District project is nearing completion,
with the others
to be sequenced for development over the next five years.

Public Investment Program Provincial and District
Water Project
The National Government has also made available $40
million over five years to Water PNG under the PIP budget
to develop up to seven new water supply projects, in
accordance with the national goal of increasing access to
reliable, safe and affordable water supplies to 70 percent
of households by 2030. The program will increase Water
PNG coverage to new centres including the townships of
Minj, Laiagam, Lufa, Kikori, Chuave, Kerowagi and Tinputz.
Water PNG is tendering for feasibility assessments for the
projects.

14

The project evolved as a result of KCH acquiring the
former Port Moresby port from PNG Ports in 2015 to allow
the relocation of the port to Motukea. KCH is planning
to develop the area with high-end residential, hospitality
and commercial buildings, and a cruise ship terminal, and
extensive public recreation areas. Key deliverables include
rezoning the site from Industrial to Business/Commercial,
and lease amendments.

Telecommunications Projects
Kumul Submarine Cable Network
An undersea cable system aimed at providing the backbone of the
domestic communication network. The high capacity network will
cover all coastal towns, and link into existing terrestrial and radio
links. The estimated cost of the project is $US270 million, funded
85 percent by a concessional loan from the Exim Bank of China
and 15 percent counterpart funding by the PNG Government. It is
being managed by PNG DataCo Limited, part of the Kumul Telikom
Holdings group, and commenced in 2018.
The Port Moresby to Madang segment, with landing stations in
Alotau, Popondetta, and Lae, is complete and commercialised. The
Madang-Vanimo-Jayapura-New Guinea Islands and Port MoresbyKerema-Daru segments are complete and being commercialised.

Coral Sea Submarine Cable
A high-traffic undersea fibre cable connection between Sydney and
Port Moresby, this project was funded jointly by the governments of
Australia, PNG and Solomon Islands and has been completed and
commercialised in early 2020. It replaces the low capacity APNG2
cable that has been in operation for 30 years.

Mendi to Hides Fibre Optic Cable
The project will link the Highlands-Momase-NGI regions with Port
Moresby via the PNG LNG fibre optic cable. There is an existing
cable, built by Exxon as part of the LNG project, from Port Moresby
to Hides, which has never been utilised because of a missing link
between Hides and Mendi. The missing link project will now ride on
the PNG power transmission lines which are being constructed by
PNG Power. This is expected to be completed in late 2021. The link,
estimated to cost K46 million, fully funded by the Government, will
provide extra backbone capacity and redundancy against the Kumul
Submarine Cable Network.
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Air Niugini Limited was incorporated in 1973 and is the
Government-owned national airline, operating to 23
destinations in PNG and 11 international destinations
across the Asia/Pacific region.

Key Deliverables
•

Further improve profitability – increase revenue and
contain expenditures.

•

Restore regulatory and public confidence in the airline
and its safety systems.

•

Bolster engineering capacity to conduct aircraft
maintenance in-house, and improve safety systems.

•

Use innovative techniques to improve human
resources management and operating efficiencies.

Key Drivers
•

Launched a Transformational Program in 2018 under
which Air Niugini took a number of key steps to
curb losses. This was rolled into the Higher Altitude
Program launched in 2019 with particular focus
on cost control, revenue enhancement, and HR,
operational and customer excellence.

•

SOE Reform to address Air Niugini’s issues through
restructure and recapitalisation.

•

Reviewed fleet plan to select aircraft type and size
that are suitable to Air Niugini’s operations and to
introduce a cost-efficient fleet make-up that can
contribute to the profitability of the business.

The airline has a fleet of 25 aircraft, of which 11 are
owned by the business and 14 are under various lease
agreements. Air Niugini has approximately 75 percent
of the domestic market, carrying more than 900,000
domestic passengers a year (a requirement to fly on
some domestic routes that are not profitable is a major
challenge to the airline). It also carries more than 300,000
international passengers a year and participates in several
code-sharing arrangements with other regional operators.
From 2014 to 2018, the airline was in a period of decline
reflected by increasing losses due to lower national
economic activity and higher operating costs, such as fuel
prices. An accident in September 2018 in Chuuk Lagoon,
Micronesia, also affected customer confidence.
All domestic airlines are struggling as the national
economy and business environment remain challenging
for the short to medium term. Other factors continue to
be major challenges, such as continued unavailability of
airports due to ongoing maintenance work by the National
Airports Corporation, increased competition, and forex
shortages.
In mid-2018 Air Niugini began a turnaround program,
commencing with exiting loss-making international routes
and cutting some other flights, such as Townsville and
Bali. The domestic schedule was also restored after
being scaled back due to pilot shortages in early 2018.
A transformation plan was implemented to optimise
revenue, control costs, enhance safety, improve HR and
restore the airline’s reputation after the Chuuk accident.
Quick-win initiatives included route optimisation, contract
reviews (Amadeus, Travelport and Sabre), roster reviews
and discretionary (non-aircraft) expenditure cuts.
Engineering capacity was increased, enabling income
generation from external work (Solomon Airlines). Air
Niugini partnered with Australia’s Northern Territory
Government to launch new flight services between Cairns
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2019 (Act)

INDICATOR (Km)

2020 (Bud)

1.1b

Revenue

630.0m

1.0b

OPEX

857.0m

67.0m

EBITDA

-227.0m

-6.0m

NOPAT

-198.0m

-0.7%

ROA

-24.3%

-

Dividend

-

50.8m

CAPEX

76.1m

Performance (Km)
1200
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and Hong Kong via Port Moresby,
mainly to carry freight between these
two ports.
Despite these advances, the significant
losses of 2015 to 2018 led to a
precarious working capital position
and tight cash flow in 2019.
Continuing turnaround initiatives
significantly improved Air Niugini’s
profitability, leading to an increase in
EBITDA by more than K118 million
in 2019. About K100 million of these
initiatives are recurring benefits.
The 2019 financial outcome was an
underlying unaudited profit before tax
of K500,000 and a loss after tax and
abnormal items of K6 million with an
EBITDA of K67 million. Cash flow was
still very tight due to legacy losses.
Further growth in 2020 has now
been curtailed by the outbreak of the
COVID-19 pandemic limiting travel
within and between countries, leaving
the airline in a vulnerable financial
position.
Airlines around the world are reeling
from the impact of COVID-19, and a
restructuring and recapitalisation plan
is being developed with the support of
the PNG Government to set the airline
on a recovery path post-pandemic.
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Key Drivers
•

Electricity Demand – the major power systems in the
Port Moresby and Ramu grids continue to drive the
overall demand for electricity. Total peak demand is
255 megawatts. Peak demand in the Port Moresby and
Ramu grids accounts for 86 percent of the total. Based
on target connection growth rates, peak demand in
Port Moresby is expected to rise at a compound annual
growth rate of 4 percent, and 7 percent in the Ramu
grid. Based on this conservative demand outlook,
about 600 megawatts of new capacity is required in the
Port Moresby and Ramu grids combined by 2030.

•

National Electrification Targets – The Government has
set an ambitious target of increasing the electricity
access rate to 70 percent of households by 2030. This
will be central to PPL’s planning in terms of investment
in grid expansion. The current electrification access
rate is about 13 percent, and PPL will need to intensify
its connection efforts and connect new households at
a rate far beyond previous levels. Significant amounts
of capital will be made available for this endeavour
from various international partners to roll out the
national electrification program.

•

Least Cost Power Development – Following a
restructure in late 2018, PPL has been changing its
business model to a least-cost platform, switching to
low-cost hydropower and utilising domestic gas as a
transitional fuel to eliminate the use of diesel, heavy
fuel oil and expensive IPPs on the Port Moresby and
Ramu grids.

•

Fuel Switch - Critical to this is changing the energy
mix with more hydropower for baseload supply in the
long term, domestic gas-to-power for mid and peak
supply as well as bridging the gap while existing hydro
refurbishment and large distributed hydro projects
are under construction. Also built into the plan are
mechanisms for solicited and competitive bidding for
power purchase agreements with independent power
producers.

•

Reliability and Service Standards – The need to
maintain high standards of power reliability and
customer service standards will continue to drive
PPL at the operational level. Much of PPL’s critical
transmission and distribution infrastructure needs
rehabilitation and maintenance to maintain quality of
supply and customer confidence.

PNG Power Limited is a fully integrated power utility
company responsible for power generation, transmission,
distribution and retailing of electricity throughout Papua
New Guinea.
PPL, one of the largest State-Owned Enterprises, was
established under the Electricity Commission (Privatisation)
Act as successor to the PNG Electricity Commission. PPL is
a corporatised State entity registered under the Companies
Act and wholly owned by the Government through Kumul
Consolidated Holdings.
PPL owns and operates two main electricity grids – Port
Moresby and Ramu - and 14 standalone systems in other
provincial centres. It owns and operates generation assets
with a total installed capacity of about 600 megawatts 4100
kilometres of transmission and distribution lines serving
124,000 commercial, government and domestic customers
nationwide. Where possible, services are extended to rural
communities adjacent to urban areas.
PPL is subject to the Independent Consumer and
Competition Act which regulates power supply competition,
prices and service standards subject to approval by the
ICCC. The ICCC also issues PPL three licenses under the
Electricity Industry Act 2002, which are a generation license,
a transmission license, and retail and distribution license.
The company also performs a Technical Regulatory
role on behalf of the ICCC, including licensing electrical
contractors, providing certification for electrical equipment
and appliances to be sold in PNG and providing safety
advisory services and checks for major installations.

18

Key Deliverables
•

•

•

•

The transition to a new business
model, restructuring to support
the operations of a modern utility,
new low-cost and grant financing
from international donors and new
partnerships with the private sector
will help PPL to substantially lower
the cost of power supply, increase
reliability and safety and increase
access to 70 percent of the country.
PPL began the shift to gas in the Port
Moresby grid with the commissioning
of the 58 megawatt NiuPower IPP
in October 2019, which will displace
fuel oil generator units currently
servicing Port Moresby. The Port
Moresby grid will be further boosted
by an additional 30 megawatt of gas
generation with the Government
approving the Dirio IPP, and PPL
executing a power supply agreement.
Dirio is expected to come on line in
early 2021. Generation capacity has
been increased in the Ramu grid with
the refurbishment of failed hydro units
at Ramu and Pauanda.
A Formalised Least Cost Power
Development Study has been
commissioned by the World Bank
to guide planning for generation. A
World Bank technical and financial
assistance package of $US30
million is being negotiated to fund a
proposed Energy Utility Performance
and Reliability Improvement Program.
Financial governance and
accountability is being restored
through the remediation of accounting
records and rebuilding the risk and
compliance management framework
to boost trust in the company’s
financial reporting.

2019 (Act)

INDICATOR (Km)

2020 (Bud)

908.7m

Revenue

1,075m

976.1m

OPEX

840.0m

(67.4)m

EBITDA

235.0m

(93.3)m

NOPAT

111.0m

(4.1%)

ROA

4.0%

0.0

Dividend

0.0

147.4m

CAPEX

312.2m
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Key Deliverables
•

Completion of the Coral Sea Submarine Cable
between Port Moresby and Sydney, opening up huge
broadband capacity for Papua New Guinea to access
the outside world for business, education and social
interconnection.

•

Completion of phase 2 of the Kumul Submarine Cable
Network, opening up broadband capacity between
Port Moresby, Lae and Madang as the first stage of
connecting the entire country with high-speed fibre
services.

•

Successful implementation of fixed and mobile
broadband retail price reduction by 80 percent,
resulting in increased uptake of bandwidth by
corporate and individual customers.

•

Completion of re-branding of Bmobile after the
termination of the Bmobile-Vodafone partnership,
saving the mobile business K8.1 million a year.

Key Drivers
•

Consolidation of the retail businesses (Telikom and
Bemobile) to create a new Fixed Mobile Converged
business capable of providing the full range of ICT
services as a one-stop shop.

•

Progress the Government’s approved SOE Reform
Program for the ICT sector to create competitive
efficiencies and pricing.

•

Integration of the disparate core networks into one
core network to provide scalable capacity, stability
and agility to service changing business needs.

•

Consolidation of the national communications
transport and access networks using fixed and
wireless solutions to provide reach and accessibility to
all market segments and geographical areas.

•

Implement agile business systems and business
processes and build staff skills and capacity to
provide best practice customer service.
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Kumul Telikom Holdings Limited (KTH) is the holding
company created and incorporated in 2018 by National
Executive Council to oversee and control all State interests
in the information and communications technology sector
of Papua New Guinea.
The State-Owned Enterprises that were consolidated under
the group are Telikom PNG Limited, Bemobile Limited
and PNG DataCo Limited. Telikom and Bmobile provide
fixed and mobile retail services while DataCo provides the
national wholesale service. Telikom provides retail fixed-line
voice and data broadband services via 22 business offices
nationwide, and Bemobile provides mobile voice and data
broadband services via five business offices, 14 flagship
shops and
11 distributors with more than 2300 resellers nationwide.
KTH has struggled to deliver quality, affordable and
accessible Information and Communications Technology
services because of the legacy of sub-optimal investment
by Telikom and Bemobile, which have not kept pace with
rapid changes in technologies, customer demand and
business systems and processes.

Recently the company has made major
investments in technology upgrades
to modernise and upscale its core and
business systems, the fibre and radio
communications backbone, and the
NBN/4G access network. KTH is focused
on extracting maximum value from its
recent investments despite disparate
legacy networks and systems, outdated
business systems and processes and
under-developed staff capacity.
KTH is also aiming to increase its market
share of the K2 billion ICT sector - it
currently captures less than 15 percent of
the market. There are substantial growth
opportunities in the existing market, and
new greenfield developments.
In 2019, KTH recorded a consolidated
after-tax loss of K72.4 million (unaudited),
compared with a 2018 loss of K41.5
million (unaudited). Despite the
consolidation of the ICT businesses and
large investments in network and system
upgrades, KTH continues to struggle from
lack of working capital and incomplete
structural adjustments. The financial
performance and position of KTH reflects
a business that is under-capitalised and
structurally inflexible in an open market.
Some entities within the group also
operate with very tight cash flows and are
unable to invest in major capital projects,
or in initiatives to compete effectively.

2019 (Act)

INDICATOR (Km)

2020 (Bud)

518.6m

Revenue

486.2m

433.4m

OPEX

335.1m

85.2m

EBITDA

151.1m

-72.4m

NOPAT

-82.6m

-3.5%

ROA

-3.4%

-

Dividend

-

395.0m

CAPEX

831.1m

Performance (Km)
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Post PNG Limited is a State-Owned Enterprise established
under the Companies Act, and is 100-percent owned
through Kumul Consolidated Holdings. Post PNG is
responsible for providing postal services throughout PNG
under the Postal Services Act 1996.

Key Deliverables
•

Completed web integration to enable customers to
track their domestic airfreight consignments.

•

Launched Air Niugini ticket sales in April 2019, in
addition to Airlines PNG ticket sales.

•

Training conducted for 175 employees aimed at
capacity building.

•

Implemented cost-cutting initiatives which resulted in
12 percent savings against 2018 actuals.

•

Developed a model for establishing a strategic
partnership with a reputable international third-party
logistics business.

•

Developed a strategy to fully monetise all property
assets.

•

Upgraded the Post PNG e-commerce platform to
improve online shopping capacity.

Key Drivers
•

Continue to provide domestic postal services and
maintain and improve PNG’s global connectivity.

•

Partnership with Government in service delivery and
development priorities.

•

Review Postal Services Act.
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Post PNG has a presence in almost all provinces with a
total of 44 branches, making it one of the largest domestic
networks in the country, and it employs 400 people. As the
postal authority of PNG, Post PNG is part of the Universal
Postal Union network, which connects postal service
providers in more than 200 countries and territories.
The postal industry globally is declining and many postal
administrations around the world are being challenged to
develop new business models to support their traditional
postal business. Post PNG is no exception - it is developing
its cross-border e-commerce business, including parcel
delivery, and has diversified into other related businesses
such as the provision of logistics through its Post Logistics
brand, retail (Post Shop), financial services including an
association with Western Union, and monetisation of its
huge real estate portfolio.
Post PNG remains keen to collaborate with key business
partners, Government entities and other stakeholders to
remain relevant in the market whilst continuing to innovate
and diversify to deliver on its mandate.

2019 (Act)

INDICATOR (Km)

2020 (Bud)

37.5m

Revenue

44.9m

31.8m

OPEX

35.1m

5.7m

EBITDA

9.8m

0.8m

NOPAT

3.5m

0.4%

ROA

1.6%

-

Dividend

1.8m

6.4m

CAPEX

4.4m

Performance (Km)
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The financial performance of Post PNG
has been flat in recent years, due mainly
to the impact of dramatic growth in digital
alternatives, and the company operates
in a highly competitive market with small
margins. Recent growth is coming from
the logistics operations, which constitute
about 50 percent of Post PNG’s business.
The company is continuing to invest
heavily in parcel delivery through strategic
partnerships, and is also investing in
technology and innovation to enhance its
service delivery.
In 2019, Post PNG recorded net profit
after tax of K800,000 (unaudited), a
decrease of 21 percent from the K1
million profit in 2018. In spite of low
margins, Post PNG continues to maintain
a strong financial position with positive
working capital and nil borrowings.
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Key Drivers
•

The Government approved the merger of Water PNG Ltd
with National Capital Water and Sewerage Ltd (trading
as Eda Ranu) in 2018 as part of its Water, Sanitation
and Hygiene (WaSH) Policy, which necessitates a single
dedicated entity to expand water and sewerage services to
all centres of the country.

Water PNG is charged with delivering on the
Government’s Water and Sanitation Hygiene Policy
targets of extending water supply coverage to 70
percent of the population by 2030. This will be
central to Water PNG’s role in terms of planning
and managing investment in new water supply and
sanitation projects throughout the country. A number
of new water supply development programs have
been progressed by Water PNG with support from the
World Bank and the Government through the Public
Investment Program budget.

•

Water PNG was established under the National Water
Supply and Sewerage Act of 1986. It is a corporatised state
entity wholly owned by the Government through Kumul
Consolidated Holdings. Water PNG owns and operates
22 water supply systems throughout PNG in 14 provincial
towns and eight district towns.

The smooth transition of the merger of Water PNG
and Eda Ranu to comply with the Government’s
decision will continue to drive business imperatives
and considerations as to how the businesses and their
assets will be structured and utilised to deliver on the
merged entity’s mandate.

•

A detailed 20-year Water and Sewerage Master Plan
has been progressed in 2019 with external funding
to underpin future investment in critical water and
sewerage assets. A master plan for the Port Moresby
system is being undertaken first, given the urgent need
to increase water treatment capacity.

•

With the expiration of the Concession Agreement,
Eda Ranu is now in control of the production as well
as distribution and retail segments of the business
and will need to adjust its operations accordingly to
achieve efficiencies across the vertically integrated
business.

•

Initiatives to cut non-revenue water will continue to be
a key focus and will require appropriate strategies and
resourcing to bring this down to acceptable industry
standards.

Eda Ranu was established under the National Capital
District Water and Sewerage Act of 1996 which gave Eda
Ranu exclusive authority to operate water supply and
sewerage services in the National Capital District. Since
its establishment, Eda Ranu has operated under a 22-year
Concession Agreement with a private sector partner which
built and operated the main water treatment plant that
services Port Moresby. Eda Ranu buys the bulk treated
water and on-sells it to customers. The agreement expired
in June 2019 and the water treatment plant has been
transferred to Eda Ranu as required under the termination
clauses of the agreement.
The merged entity is subject to price control by the
Independent Consumer and Competition Commission
for the water and sewerage tariffs it charges.
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2019 (Act)

INDICATOR (Km)

2020 (Bud)

224.7m

Revenue

271.7m

164.1m

OPEX

182.2m

60.5m

EBITDA

89.5m

30.0m

NOPAT

44.0m

4.9%

ROA

4.4%

15.0m

Dividend

22.0m

30.6m

CAPEX

97.6m

Performance (Km)
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Key Deliverables
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•

•
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Water PNG successfully took over
the operation of the Mt Eriama
Treatment Plant after the expiration
of the Eda Ranu Concession
Agreement, with the transfer of
assets and staff complete.
The merged company realised a
25 percent (K16 million) increase
in gross margin from the plant’s
operations relative to 2018.
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The first full year of operating
the new Port Moresby Sewerage
Treatment Plant and pump stations
was completed.
Under the World Bank District
Water and Sanitation Development
program, work on the Bialla Water
Supply Project is about 75 percent
complete, while a hydrology survey
is in progress in Bulolo, with works
to commence once a viable water
source is identified.
The company completed the
migration of Eda Ranu’s customer
billing software and systems to
Water PNG’s Pronto billing system.

2019 (Act)

Revenue

OPEX

2020 (Bud)
EBITDA

Return on Assets
6%
5%
4%
3%
2%
1%
0

2017 (Act)

2018 (Act)

2019 (Act)

2020 (Bud)

25

Key Drivers
•

Income – the Independent Consumer and Competition
Commission approved a five percent increase in
Compulsory Third Party insurance in all vehicle
classes.

•

Costs – Full cost review of the business to realise
cost saving of no less than K1.5 million over the next
three years and implement strategic alliances with key
stakeholders to drive cost per claim down by at least
20 percent .

•

Claims - Implemented on-site claims vetting in
provinces to reduce the cost of fraudulent claims and
to reduce claims litigation costs. Aim to reduce the
cost of fraudulent claims by at least K2 million over the
next three years.

MVIL, which has 22 branches and three sub-branches
across the country, also provides motor vehicle registration
and licensing services, and routinely supports the Road
Traffic Authority and the Police Traffic Division to undertake
road safety initiatives.

•

Registrations - Develop a partnership with key
stakeholders to assist in the reduction of unregistered
vehicles by no less than 1000 vehicles over the next
three years. Vehicles registered increased by 4130
(4 percent) over 2018.

It is compulsory under the Motor Vehicles (Third Party
Insurance) Act 1974, for owners of all classes of motor
vehicles to take out CTP insurance with MVIL in order to
insure against claims for third party death or injury resulting
from motor vehicle accidents. As an insurer, MVIL is
licensed under Section 18 of the Insurance Act 1995.

•

Road safety - New road safety campaign targeting a
reduction in insurance claims by at least K1 million
over the next three years. Support the Road Traffic
Authority with startup capital of K5 million – RTA will
be responsible for road safety activities and will be
funded from road safety fees.

The provision of CTP insurance is a declared service and
MVIL is declared a regulated entity under Section 32 of
the Independent Consumer and Competition Commission
Act 2002. The ICCC regulates and periodically resets CTP
premiums.

•

Investment and income - Develop an investment
strategy that ensures sufficient liquidity and
maintaining capacity for investing supplementary
funds, or reallocating assets that deliver no less than
12 percent return on investment.

•

Corporate - Implement initiatives to diversify into
different insurance and reinsurance segments
of the market through subsidiaries and potential
strategic partners. Acquire 100 percent interest in
Pac Re at a cost of K5million. Completed a K67
million recapitalisation of Pacific MMI, with the
final payment of K10.8 million. Implement a fully
integrated Enterprise Resource Planning System
to drive efficiencies from better use of technology.
Improve governance of subsidiaries through improved
oversight and appointment of credible personnel at
board and executive levels.

Motor Vehicle Insurance Limited was established under the
Motor Vehicle (Third Party Insurance) Act to act as the sole
writer of Compulsory Third-Party insurance for all classes of
motor vehicles in PNG.

MVIL has two operating subsidiaries. Pacific MMI Limited
is a registered general insurance company under the
Insurance Act 1995, and a registered life insurance
company under the Life Insurance 2000 and is 100 percent
owned by MVIL. Pacific Re Limited provides reinsurance
services; MVIL is currently acquiring 100 percent ownership
and control of the company.
MVIL is able to invest the pool of funds it collects from CTP
in various investment vehicles, but it must ensure that there
are adequate cash provisions for future claims based on
independent actuarial valuations done annually.
26

2019 (Act)

INDICATOR (Km)

2020 (Bud)

73.6m

Revenue

73.6m

71.9m

OPEX

71.9m

1.4m

EBITDA

1.4m

107.2m

NOPAT

107.2m

13%

ROA

13%

53.6m

Dividend

53.6m

3.0m

CAPEX

3.0m

Key Deliverables
•

•

•

Maintain MVIL’s steady growth
trend, driven by a regulated price
path set by the ICCC and steady
growth in vehicle numbers.
Sustain overall profitability through
a well performing investment
portfolio to offset low margins from
the core business.
Increase profit margins through
improved internal controls in
critical areas of the business,
including fraud detection in
vehicle registration and claims
assessments and tracking of
unregistered vehicles.
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Key Deliverables

Kumul Agriculture Limited is a newly established Stateowned holding company endorsed by NEC in August
2018 to oversee all State interests in current and future
agricultural assets, projects, and investments. The
establishment of KAL represents the Government’s desire
to centrally control and manage key agricultural assets, and
to develop programs that fulfil the Government’s desire to
diversify the economy.
It is a key element in the Government’s plan to strengthen
the non-resources sector, on which the bulk of the
population depends. KAL will become the State’s nominee
in major agricultural projects that meet the policy objectives
of the Government and are supported by strong business
cases. KAL is currently managing the operations of Dylup
Plantation Estate in Madang for copra and cocoa, and
holds the State’s interest in JV investments in Central Dairy
Limited and Sepik Agro Industrial Centre Limited.
KAL is still reliant on financial support from the Government
and Kumul Consolidated Holdings and does not have
a sustainable revenue source to adequately cover its
operational costs, resulting in negative EBITDA and NOPAT
performance, which have been carried forward to 2019.
Kumul Consolidated Holdings is mapping out the
investment priorities of the Government in agriculture, and
developing strategies to manage, through a Private Public
Partnership model, the strategic assets vested in KAL. The
current operational structure will be reviewed to ensure it is
sustainable in the short to medium term.
The success of KAL will depend on substantial Government
funding support for the strategic investments and projects
identified, which will be expected to provide sustainable
long term economic returns to the State in the form of
dividend payments, and other socio-economic benefits to
citizens through wealth creation and increased economic
opportunities.
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•

Obtain a coffee export license, including wet and dry
processing;

•

Termination of consultants and cancellation of work
permits, and closure of loss-making cost centres
in Wewak and Goroka as part of a cost-reduction
program;

•

Recruited an assistant manager for Dylup Plantation,
resulting in improved oversight and increased monthly
production of cocoa and copra.

•

Negotiations initiated with potential investors in Dylup.

•

Successfully set up and implemented Accounts
Payable, Purchase Orders, and other modules using
the Attaché accounting package.

•

Set up coffee nurseries in Jiwaka, Mount Hagen and
Kokopo;

•

Successful completion of external audit for the year
ended 31 December 2018, and completion of a
forensic audit regarding impairment issues in 2018.

•

Successful development of a Five-Year Strategic Plan.

2019 (Act)

INDICATOR (Km)

2020 (Bud)

1.9m

Revenue

0.5m

6.6m

OPEX

1.9m

-5.2m

EBITDA

-1.4m

-3.9m

NOPAT

-2.7m

-43.1%

ROA

-3.5%

-

Dividend

-

-

CAPEX

-

Key Drivers
•

Implement the transfer of all
agricultural assets and investments
from KCH to KAL.

•

Access Government assistance of
K10 million from State Equity Fund
and development funding from aid
agencies to invest in agriculture
projects.

•

•

•

•

Implement Human Resource, finance
and IT policies for recruitment,
procurement and payment
approvals, and control systems.
Identify strategic partners and enter
into joint venture arrangements to
develop various vested agricultural
assets and consider downstream
processing of coffee, cocoa, and
coconut.

Performance (Km)
8.0
6.0
4.0
2.0
0
-2.0
-4.0
-6.0
-8.0

2018 (Act)

Implement a nursery and plantation
rehabilitation program for coffee,
cocoa, and coconut.
Implement an expense control
program with focus on consultancy
cost reduction and streamlining cost
centres.

2019 (Act)

Revenue

OPEX

2020 (Bud)
EBITDA

Return on Assets
20%
0
-20%
-40%
-60%
-80%
-100%
-120%

2018 (Act)

2019 (Act)

2020 (Bud)
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PNG Ports Corporation Ltd was established under the
Harbours Act to be the regulator and licensing authority of
general port services at all PNG ports. It is a corporatised
entity wholly owned by the Government through Kumul
Consolidated Holdings. PNG Ports currently owns and
operates 15 declared ports nationwide.
The core business is to act as a landlord port authority and
provide port infrastructure where berthing, pilotage, and
wharfage services are made available. The company is
also vested with a delegated authority by the Department
of Transport with powers to control and regulate activities
within declared and non-declared ports.
PNG Ports’ Essential Port Services (which includes
berthage and wharfage) are declared regulated services
under the Independent Consumer and Competition Act
2002, and prices for these services are regulated by the
ICCC under successive five-year regulatory contracts.
The Government through KCH and PNG Ports has invested
significantly in new port infrastructure in the major centres
of Lae and Port Moresby with the relocation of the Port
Moresby port to Motukea and in Lae with the Lae Tidal
Basin port.
In order to optimise the utilization and efficiency of these
two new international port facilities, PNG Ports engaged an
international terminal operator under a 25-year concession
agreement that began in 2018.
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Key Drivers
•

PNG Ports’ core business (wharfage and berthage)
will continue to be driven by external trade conditions,
shipping trends and price regulation by the ICCC. The
company entered into a new regulatory contract with
the ICCC for the next five-year regulatory period (20202024) which includes a steady CPI + X price path. The
ICCC approved a 4.3 percent increase in regulated
services tariffs (berthage and wharfage).

•

Lae Port is to be strategically positioned as a
transhipment hub for Australasian trade routes given
its strategic location relative to Asian markets.

•

Significant potential for growth in non-regulated
business segments, including pilotage and other
value-added service such as the development of
supply base terminals for specific industries through
strategic partnerships.

•

PNG Ports, with the support of Kumul Consolidated
Holdings, will continue to play an integral part in
the development of port and terminal infrastructure
underpinned by major resource sector projects, such
as Papua LNG and the Wafi Golpu mine, and those
planned under the Government’s Special Economic
Zones initiative.

•

Under the State-Owned Enterprise Reform Program,
PNG Ports is developing a Port Master Plan to
underpin future development and investment needs,
and to restructure the Lae Tidal Basin Industrial Park
project to ensure commercial viability.

2019 (Act)

INDICATOR (Km)

2020 (Bud)

306.6m

Revenue

311.0m

119.5m

OPEX

122.0m

187.0m

EBITDA

189.0m

77.0m

NOPAT

67.0m

3.7%

ROA

2.6%

19.2m

Dividend

16.7m

19.0m

CAPEX

254.0m

Key Deliverables
•

•

•

•

•

•

Performance (Km)

Increase revenue through new
sources and increased efficiency.
The first full year of terminal
operating lease payments by the
terminal operator totalled K40 million
a year of new revenue.

350

Overall cargo volume was 7,974,612
revenue tonnes; an increase of
203,885 tonnes (one percent) relative
to 2018.

200

Liaise with terminal operators to
improve cargo handling and ship
turnaround times to international
standards.

100

Pilotage is open to competition so
a market strategy has been initiated
to drive business retention and
identify new pilotage areas both
within PNG and international waters.
Pilotage revenue is supported by
fixed monthly pilotage income from
a contract with Exxon Mobil for
pilotage and surveillance services
to LNG vessels at Caution Bay LNG
terminal.
At the same time, costs are
being reduced through targeted
rationalization initiatives, which cut
costs by 10% below budget for
2019. Further savings are expected
from the implementation of a revised
organizational structure.
Debt Strategy - In collaboration with
KCH developed options to retire the
BSP debt related to the POM Port
relocation.

300
250

150

50
0

2018 (Act)

2019 (Act)

Revenue

OPEX

2020 (Bud)
EBITDA

Return on Assets
4%
3.5%
3%
2.5%
2%
1.5%
1%
0.5%
0%

2017 (Act)

2018 (Act)

2019 (Act)

2020 (Bud)
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Key Deliverables
•

New loans funded worth K116.9 million (2018: K77.5m).

•

Net loan book growth of 7 percent to K314.3 million
(2018: K292.9m).

•

New loans funded grew by 51 percent to K116.9
million (2018: K77.5m).

•

Launching of borrower loyalty program to reward
repeat customers.

•

Branchless banking implemented in major centres.

•

Loan repayment improved by 22 percent to K109.9
million (2018: K90.0m).

•

NEC approval of NDB corporatisation as part of the
SOE reform program.

Key Drivers
•

Government assistance of K100 million (received
K14m).

•

Branchless Banking rollout Program.

•

Product diversification and loyalty programs to
develop, grow, and retain customers.

•

Expense reduction program focusing on rightsizing
and co-locating branches and renegotiating
commercial leases.

•

Improved loan application turnaround time, and loan
book quality.

•

Corporatisation of PMBL to streamline core working
capital assets and provide rebus rural banking
facilities.

•

Implement disposal of non-core assets.

•

Effective recovery of bad and doubtful debts.
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National Development Bank Limited, a State-owned
development financial institution, owns and operates 22
branches around the country. It provides affordable lending
to Papua New Guineans and business services in the
agriculture and micro and small to medium enterprises
sectors.
NDB is the successor company to the former Rural
Development Bank Limited. Founded in 1967, its primary
function is to provide accessible development credit to
citizens so they can generate income to improve their
quality of life, especially people in rural areas, where 80
percent of Papua New Guinea’s population lives.
NDB has two subsidiary companies; People’s Micro Bank
Limited, which provides banking services to the MSME
sector as well as the general public, and NDB Investment
Limited, which lends to the MSME sector and runs business
incubation centres.
The financial position and performance of NDB reflects
a business that has been reliant on Government grant
programs to deliver the majority of its lending objectives
and to fund growth. Despite significant impairment issues
relating to its loan book, NDB’s revenue and assets in the
last five years have shown consistent growth, with average
asset turnover of about seven percent a year.
Despite grant funding usually being slow and below
annual budget expectations, the group’s core profitability
performance (EBITDA) has been consistent. Net profit
performance has been largely driven by property asset
revaluations and non-operational gains, and ROA has
averaged about one percent over the last five years.
In FY2017 NDB’s bottom line took a hit with a K16.4 million
impairment and bad loans write off following a recovery
assessment on very old loans still being carried under
inactive loans category. There was a turnaround in FY2018
with improved recovery efforts of bad loans, gains on
provisioning due to changes in international accounting

2019 (Act)

INDICATOR (Km)

2020 (Bud)

46.7m

Revenue

46.7m

39.9m

OPEX

39.9m

18.5m

EBITDA

18.5m

8.4m

NOPAT

8.4m

1.2%

ROA

1.2%

-

Dividend

-

13.1m

CAPEX

13.1m

Performance (Km)
70
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2018 (Act)

2019 (Act)
Revenue

OPEX

2020 (Bud)
EBITDA

Return on Assets
2%

standard (IFRS 9) requirements, and gains
from property revaluation.
In 2019, NDB recorded a consolidated
NPAT of K8.4 million (unaudited), a
decrease of 17 percent (K1.7 million)
from FY2018. Despite receiving only
K14 million (2018: K60 million) in grant
funding, NDB was able to fund new loans
worth K116.9 million (2018: K77.5m) and
achieved net loan book growth of seven
percent to K314.3 million (2018: K292.9
million). Loan provisioning remains
high, at about 30 percent, compared to
industry standards. This reflects the high
risk profile of NDB’s loan book and the
nature of loan exposures.

1.5%
1%
0.5%
0%
-0.5%
-1.0%
-1.5%
-2.0%
-2.5%

2017 (Act)

2018 (Act)

2019 (Act)

2020 (Bud)
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Investment Outlook
The Government of Papua New Guinea has substantial
investments in the form of majority State-owned
enterprises. Kumul Consolidated Holdings is the corporation
that holds the shares of the SOEs, in trust on behalf of the
Government through the General Business Trust.
It has a responsibility to ensure that these investments
not only contribute to the overall welfare of all Papua New
Guineans by providing reliable and affordable services and
SOE infrastructure, including water, power and internet, but
also improve the efficiency, profitability, and accountability
of the SOEs. KCH continues to drive satisfactory returns on
investment to the Government.
One of the Government’s key reform priorities is the
implementation of a comprehensive SOE Reform Program,
with $US500 million in initial Asian Development Bank
funding, followed by $US100 million to be drawn down in
Quarter 1 2021.
In 2019, the Government’s investment in SOEs via KCH was
estimated at K3.4 billion, which generated a consolidated
loss of K134 million. The SOEs also have accumulated
unsustainable levels of debt, estimated at K5.4 billion,
which must be refinanced and restructured. In some cases
the debt load is a big factor in considering the sale of the
non-core assets of the SOEs.
The financial performance of the SOEs has been in steady
decline since 2015, when amendments to the KCH Act
left them without effective oversight and exposed to noncommercial decision making. More than 50 percent of the
current debt of the SOEs was contracted during this time,
for projects that were not subjected to robust financial and
economic viability assessments.
The SOE Reform Program being implemented by KCH
extends over three years, to 2022. The SOE Reform and
Debt Refinancing Program as approved by the National
Executive Council in October 2019 is a significant project
involving various government agencies and development
partners.
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The year 2020 is about implementing the NEC approved
SOE Reform Policy in the following areas:
•

Reform Area 1 - Legislative and Policy Framework for
SOE Reform. The primary reform is the amendment to
the KCH Act 2002.

•

Reform Area 2 - Governance & Transparency for
SOEs. The key reform is to establish a process for
independent, merit-based selection for appointments to
SOE boards.

•

Reform Area 3 – Reforms in specific selected SOEs.
The key areas of reform are sector re-structure,
full or partial privatisation of one SOE, structured
monetisation of non-core assets and payment of
undisputed invoices for SOEs.

The legislative reform is well under way, with amendments
restoring effective oversight of SOEs by KCH being
considered by Government. The transformation of SOE
boards has also begun, with a growing number of new
directors being appointed through independent, meritbased processes. On privatisation, the sale of some SOEs
is under way, including Datec, EMTV and FM100. Other
measures will be announced progressively.
Virtually every SOE is being reformed over the coming years
to make them more efficient, effective and responsive to the
needs and aspirations of national development and Papua
New Guinea’s citizens. Some will remain as wholly Stateowned entities, some will become partnerships or joint
ventures, and others are being sold/privatised.
This is a challenging period for KCH and its SOEs, and
failure to embrace the level of transformation required
to achieve the outcomes required will have very severe
consequences. But achieving the goals set out in SOEs
strategic plans and the Reform Program will bring enormous
benefits for Papua New Guinea and its citizens.

Financial Statements
The financial statements of Kumul Consolidated Holdings and the General Business Trust, including the Statement of
Comprehensive Income, the Statement of Financial Position, the Cash Flow Statement and the Statement of Changes in
Equity, were prepared and presented on the audited statutory Consolidated Financial Statements for the financial years
ended 31 December 2018 and 2019.
In accordance with the International Financial Reporting Standards (IFRS), the Financial Statements and the accompanying
supporting information have been drawn up so as to present a true and fair view of the state of affairs of the General
Business Trust, its operations, and its cash flows.
All reports and Financial Statements are drawn up and managed in accordance with the provisions of the Kumul
Consolidated Holdings Act 2002 and the Audit Act 1989.
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General Business Trust Financial Statements
For the year ended 31 December 2019

2019

Statement of Comprehensive Income
2019 PGK

2018 PGK

220,480

5,070,452

179,631,285

138,510,728

20,000

212,407

9,626,319

1,400,437

189,498,084

145,001,617

61,067,621

63,904,816

Impairment losses

1,296,312

81,108,452

Loss arising from transfer of investments

9,650,823

-

-

12,479,176

(128,913,628)

(68,679,049)

(603,176)

-

446,771,253

351,837,000

37,518,302

39,648,521

(4,378)

(73,002)

426,783,129

480,225,914

(237,285,045)

(335,224,297)

Income
Interest income
Dividend income
Rental income
Other income

Expenses
Finance charges

Loss (gain) arising from fair value change: of:
Investment properties
Quoted investments:
Bank South Pacific Limited
Highlands Pacific Limited
Unquoted investments
Allocations to Trustee
Foreign exchange gains
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Statement of Financial Position As at 31 December 2019
2019 PGK

2018 PGK

202,390,751

97,774,447

-

-

4,659,283

5,131,730

207,050,034

102,906,177

4,433,152,416

4,692,071,073

806,745,692

820,745,692

-

-

Total Non-Current Assets

5,239,898,108

5,512,816,765

Total Assets

5,446,948,142

5,615,722,942

124,285,436

2,786,291

83,377,302

71,366,202

822,500,000

822,500,000

1,030,162,738

896,652,493

Bank loans - non-current portion

112,542,529

135,042,529

Total Non-Current Liabilities

112,542,529

135,042,529

Total Liabilities

1,142,705,267

1,031,695,022

Net Assets

4,304,242,875

4,584,027,920

Capital

3,205,008,195

3,167,508,195

Retained earnings

1,099,234,680

1,416,519,725

Total Equity

4,304,242,875

4,584,027,920

Current Assets
Cash and cash equivalents
Trade and other receivables
Related Party Receivables
Total Current Assets

Non-Current Assets
Investments
Investment properties
Related party receivables

Current Liabilities
Trade and other payables
Related party payables
Bank loans - current portion
Total Current Liabilities

Non-Current Liabilities

Equity
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Statement of Changes in Equity For the year ended 31 December 2019
Capital PGK

Retained
Earnings PGK

Total PGK

As at 1 January 2018 (as previously presented)

2,978,620,195

(1,835,745,467)

4,997,542,789

As at 1 January 2018

3,059,508,195

1,781,939,504

4,841,447,699

Comprehensive income

-

(335,224,297)

(335,224,297)

Dividends

-

(30,195,482)

(30,195,482)

108,000,000

-

108,000,000

3,167,508,195

1,416,519,725

4,584,027,920

-

(237,285,045)

(237,285,045)

(80,000,000)

(80,000,000)

37,500,000

-

37,500,000

3,205,008,195

1,099,234,680

4,304,242,875

Capital injection
As at 31 December 2018
Comprehensive income
Dividends
Capital injection
As at 31 December 2018

Statement of Cash Flows For the year ended 31 December 2019
2019 PGK

2018 PGK

Cash payments to Trustee

(37,518,302)

(39,648,521)

Cash payments to suppliers & others

(10,620,335)

(601,740)

Cash Flow from Operating Activities

Cash received from debtors

-

508,401

150,697

1,493,438

(47,987,940)

(38,248,422)

220,480

167,494

179,631,285

138,510,728

Amounts received (advanced) to related parties

11,187,235

(22,599,186)

Proceeds from sale of investments property

21,000,000

2,500,000

-

2,453,292

Additions to projects under construction

(7,367,135)

(23,306,307)

Additions to investment in joint ventures

(6,000,000)

(17,851,467)

-

(30,195,482)

37,500,000

108,000,000

236,171,865

157,679,072

Payments of borrowings

(22,500,000)

(22,457,471)

Payments of interest and bank charges

(61,067,621)

(30,195,482)

Net cash flows used in financing activities

(83,567,621)

(86,362,287)

Net movement in cash and cash equivalents

104,616,304

33,068,363

97,774,447

64,706,084

202,390,751

97,774,447

Cash from other rental income
Net cash flows used in operating activities

Investing Activities
Interest received
Dividends received

Proceed from disposal of long-term notes

Dividends paid to State
Capital injection
Net cash flows provided by investing activities

Financing Activities

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year
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For more information, contact us:
Phone: +675 321 2977 · +675 321 2972 · +675 321 2914 Fax: +675 321 2916 · +675 321 0192
Address: Level 3, Harbourside West, Port Moresby, National Capital District, Papua New Guinea
Online: www.kch.com.pg Email: kch@kch.com.pg

