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PMNG now stands on a junction of change and social revolution on the basis of
having a major resource project such as PNG LNG developing in the country
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British trade with PNG is worth approximately £158 million a year. Jan-
Dec 2012 imports from PNG totalled £112.8 million, exports were £45
million. Exports to PNG rose 133% in 2012.°

Investment Incentives Steamships Trading, a

B & three yvear exempbion for expart sales income from certain subsidiary of UK owned

manufactured products, with a further four-year partial exemption Swvire group, have a
: histary in PRG goin
B A double daim on expenditune for tax purposes for manufacturers : =

i agrs, From their
and tourism operators roam they

bac

5 atrading
B A double daim on expenditure for tax purposes for staff trainimg

iy eamships
of PNG dtizen employees 5 grown into shipping,

B A 150% cdaim on expenditure for tax purposes for certain res nufacturing, transport
and devalopmenit and technology. Cheer
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Howv to Invest

The first paort of call for any business seeking 1o invest in PRG should be the Investment
Promotion Authority (IS, The IPS can assist in many seays induding in obtaining the
required appravals licences and permils (weasaipa.gov.pg)

There are three types of Companies in PNG;

Citizen Enterprise - wholly FNG olizen owned
Mational Enterprise - over 50% owned by PNG alizens undess cor by mon-Citizans
Foreign Enterprise - cver 50% owned or controlled by nnn-ri1R

A foreign company meay regster as,
B Resident Company {Foreign majonty ocwned, i Q\n FrG) -

The corporate tax rate is 30%

B Mon-Resident Company - L& registered supsiRany ol an ovarseas inoorparated

company) -The corporate Lax rate s 4%
Petraleum companies ane tax t e rates, chedk with the Investrment

Prameation Authority

- {1as companies ar ad] at ¥ % for both resident and non-resident

Companies
m Mot-for-profit m-gamna are generally regestered & assooialions.

Thie mdin business §
with the latter be

res are; ok Trader, Partmership, Joint Venture, Trust or Company,
yin viehicle for foreign investiment. Companies offer hmited

A gensral work permit for commercial employment
B Acvoluntesr work permil (unpaid work only)
m A bridging work permit (far those changing emplovment wwhere the new veork
permit has not vet been issued)
Visas

Once ssued wWith 4 weark penmit, the nedt stage s o make an apphcation to e
Departrment of Immigration for 2 Working Besident Entry Permit. This i best done by an
employment agent. Employees will then need 1o lodge an apphcation in thelr country of
angin e apply for the visa

Multi entry Business Visas of 12 maonth validity are currently available for exploratory
visits, negotiztions and meetings, Thesa are granted by application in the country of origin

it is achised to contact the PMG High Commigsion in Landon for cument information on visas
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Economic Outlook
An unprecedented level of activity in resaurces is generating a new future for PG, The

recent resource boom lifted PHG's economy 1o a position a5 one of the world's fastest PHG's main export
grawsing in 2002 One progect in particular the USE19 billion Exxcn kabdl led LNG project is partness:
a key driver of groseth, This constitutes the single largest irvestment ever made in PRG and
is due o corme on stream in 2004, Accurnulative groweth expected for the next four years Australia (20, 4%)
I 2015, is forecast at 34.1%. )
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Whilst the PNG ILMG Wi Ucial T the country's ecanamic development, high levels

of activity ane restered inorelated sectors, Construction alone has grown at an
anierage of a I the past 5 years.” Exparts are alse increasing; the value of total
exports for 2002 waoEd 43 billion.® Major and very real opportunities exist for imestment
and service priviion to this high growth economy

Projections o 2030, point o PHG having a populaticn of almast 17 million and GOP four
tirnes current levels * The PG Kina s expected o appredate further, diven by an increase
in exports. The Kina i a freely convertible currency and has appreciated by 15% against
the LIS dollar between March and September of 2001 However the economic boom

i5 causing the econcmy 1o show signs of cverheating. Inflation was 1o rise 10 8.4% in

2012, up fram 6% in 2000, This along with a shortage of skilled labour and land wall keep
inflaticnany pressures high, The uncertain cutleok for the global economy also areates risk
for PHG's expart commadities. The cutlock for company earmings & hawever positive given
a lack of lack of supply and the lack of local competitian.
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Increased investment in PHG has created jobs and driven the emergence of a middle dass
in PHG over the past decade. The new middle dass & expected to expand considerably
awver the next 20 years. & arowing middle class will provide impetus and stability to a more
diverss economy, growing consumertsm and a growvth inenterpnse. The brings with it
new apporiunities for the sale of consurmer goods, the past few years alone have seean an
increasing dermnand tor praducts such &s; cars, cosmetics, food and luxury itams

Employment
Estimated job creation in PMNG 2011 - 2015 \q
300 Q

Figures in thousands

2014 2015

fram business are that wages have almost tnipled in the past five vears. In 2010
M Ainirmum Wage Board approved a mirdmurm wage increase from £10.94 per week to
2.66 per week, an increase of 100%. This has been partly related to upward pressure

an prices driven by the resources boom, but there has ako been an increase in disposable
INCOIme.



Finance - Growth of the Formal Economy

B The finandal sector has recorded impressive groweth for the past five years. PHG
Treasury recorded a 9.2 % growth in 2002,

Economic

growth as measured

by real GDP will
B There are expectad 10 be many cppartunities for financing of major progects in the 2 9

next five years, particularly in the sectors of mining, il and gas and agricutturs continue to be |'II|;I|'I

B The expansion of the formal economy and greater access o banking will mean at the 3% to 10%
increzsing demand for financial seraces in the Tulure.

rar ge, <l through

B The nse of the middle dass will lead 1o increasing demand for investment products. & i’ ad of the
LS PpCmaa on the

B The forecast groeth of the ecomomy and expected appreciation of the PMG Kina
makes PHG an increasingly attractive place ta imest.

“orstruction of the

(NG project, that
Al present B5% of the population in PMG has no access o finandal services, meangg is, up to the end of
a considerable unmet demand for financial services in rural areas. PHNG's Devalo il
Stratecic Flan for 2010-2030 recagnises the need for a greater rale for finan 2014
development of the economy.’ The PG governiment is commitiad 1o e
o credit with varows indtiatives. incluckng rural finance expansion &
finance institutions.

PGS financial sector is still small relative to the size of it's Eﬂ%lending is at ko rates
as compared o capitalisation, the ratio of private sector ogNGt Pis & ko 30%." In
order 1o encourage the expansion of credit to Small and e Enterprises {ShES) the B PNG NG i
Internationa Finance Corporation (FC), the World and the PNG government have ’
a Us361 million programme which guarantees 5 %ns from banks to SMMES As praviding 12,000
g(;n:ult PG Treasury expect an inrease in len Es by major banks in 2012 and o 15,000 full time

asitions durin
To encourage lending the Asiam Devel ank (ADE) warked with govarniment RIoEts g
o draft lawe retorms which were p g Lecamber 2011, That will emable financial construction and
institutions to lend in two ways: 1,250 pasitians ance

B By removing mﬂa@mrk that restricts lending against movable assets operational 15

B By creatin N try of credit history amd assets,
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The Bank of Papua New Guinea (BPNG) requlates commerdial banks, finance
companies, merchant banks, savings and loan sodieties, superannuation funds, life
insurance companies and other licensed institutions in FRIG.

PNG has four commercial banks:
Bank South Pacific (BSF)
B 55% market share in PG

B Largest presence in the Padfic region.
W PHG owned, the International Finance Corparation oawn &
u

Present in, PHG, Fiji, soloman slkands, Mioe Q
P (l{
il

®  Large Australian Bank with a presence in; moa, Australia, New Zealand,
Cambodia, China, Cook klands, Fiji, G Kandg, India, Indanesia, Japan,
korea, Laas, Malaysia, Mew Caledeni ies, Singapore, Tahwan, Thailand,
Timor Leste, UAE, UK, Us, Va narm.

B 249 market share in PRG
® In the Pacific Islands A@;ES&M in; Cook Islands, Fiji, Kiribati, PNG, Samoa,

Salomon klands, TN tu

Westpac
W Large Aus k.
B 0% einPHNG 7
[ | wi; ook Islands, Fiji, PHG, Samea, Scolomeon Blands, Tonga, Yanuatu

Kong, Indonesia, Malaysia, Pakistan, Philippines, Singapore, LEA, UK and Yietnam,
\ B Catering mainly 1o the Malaysian community
m 1% market share in PHG

’& Large Malaysian Bank with a presence in Bahrain, Brunei, Cambodia, China, Hong

Insurance companies are regulated by the Bank of PHG. Those in the market include
AOM, Pacific bR, ZBE, Mitsui Sumitoma and Keila, Insurance companies in PNG currently
affer; risk management seraces, reinsurance and corsuliing services as well a5 personal,
cormmercial and corparale insurance sarices.

PHG has two capital market companies; Kina Securities and BSP Securities With
an emerging middle class this sector is s2t for consideralzle expansion and is an area of
potential for UK to provide expertise.



State-Owned Enterprises (SOE"s)

Historically S0E's have leveraged their monopoly status

o charige high prices while providing pocr service, They
have fooused on charging high prices 1o the top end of
the market, resulting in restricted access to services for the
majority of the local populaticn,

The Asian Development Bank (ADE) s warking with the
Gowvernment of PRNG on SOE refoom. This will entail
separating prafit making commerdal actibies from
unprofitable but necessary public cbligations and provide
for contract financing for those obligations. This should
allowy the private sector to enter the market and compete
with S0E's on a level playing fiekd ™

The Independent Public Business Corporation (IPBC)
halds government assets in the following State-Crhnaed
Enterprises: -

B PMNG Power

B PRG Waterbowsrd

B PMG Parts

B Fda Ranu (water)

B PMG Post

m Matichal Development Bank

B Aijr Muigini (national carrier)

B RAcdor Wehicles Insurance @
B Telikom PRG
i 0[ é :

B Highlands Pacific

Fart owned assets

B Bank of Sou

® FRamu

B Maticnal Petroleum Compary”

Sovereign Wealth Funds [SWF)

The PMG government has announced that the revenues
generated from PRG LG praduction will b= ekl in

a simgle Sowereign Wialth Furd (SWF) comprising a
stabdilization fund and a development fund, The SWF will
ke held offshore but managed onshore, The development
funcs will have tweo key objectives; (i) strategic natianal
Fuilcing of infrastrecture and {ii) recapitalsation of state
orymed enterprises, Through the PR rnment's normal
tendering process, oppartunities gl r international
firrrs 1o bid as fund managege TN WF will recuire
management and the LII':’ in the field woukd be
welcomed.

Public Private Pa h¥'s (FPP's)

p (PPPY are a relatively new

1.8 fast growing eocnomy and
s PPP's hawve government support and
international development arganisations such

o astablish @ PPP centre; under the proposal any PRG
govermment investment over 50 milion Kina wwould be
tendered to the PP centre to assess suitability, In etfect the
Centre would help evaluate potential for PPF structure and
in practice shauld translate into opportunities far private
enterprise and government 1o cooperate,

A58
N sian Development Bank (ADE) are supporting a bill
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