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through 
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non-resource 
sector. 
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Executive summary 

Our view 

We acknowledge that the Marape-Steven Government has been in power for a short period of time and has 
undertaken a significant exercise in restating and reforecasting the Budget numbers. We commend the Government 
for undertaking that difficult work and having buy-in from multilateral partners, including the Australian 
Government and the International Monetary Fund (IMF). 

In that context, the 2020 Budget takes a dual path to growing the PNG economy, through both a non-resource 

sector focus and short term stimulus: 

• Non-resource sector growth – charting a path towards industrialization, referred to in the Budget as Connect 
PNG (through electricity, internet & road infrastructure and SOE reform), funding for improved health & 
education outcomes and creating enhanced conditions for SME growth (new tax regime and cheap long term 
debt funding). 

• Short term stimulus – boosting economic activity through capital investment (funded by cheap multilateral 

partner loans) and injecting additional foreign exchange through increased Bank of PNG market intervention. 
The Budget also takes important steps to correcting mistakes of the past, such as payment of arrears across 
retired public servants and construction contracts, providing further stimulus to the economy. 

We see these initiatives as worthwhile, valuable and additive both economically and socially to the people of 
Papua New Guinea. 

However, we view the Budget as having addressed only part of the growth equation: 

• Resource sector - Given the resource sector remains a major contributor to the PNG economy, there was 

perhaps a missed opportunity to recommit the nation to key resource projects that would drive significant GDP 
growth in the future and also supercharge the non-resource sector in conjunction with the Budget initiatives 
through a rising tide. We understand why the Government seeks a better deal with resource companies, but 
would view that progressing with the set of projects on the immediate horizon would have the largest economic 
impact. It would also help restore some confidence in PNG as a place to invest.  

• Public Sector Reform - With the focus on SOE reform, we would have liked to see further attention paid to 
broader public sector reform, noting that personal emoluments make up 30% of total Government expenditures 

and the acknowledgement by the Department of National Planning & Monitoring that implementation is 
hampered by capacity and accountability. Focus here has the potential to significantly improve efficiency in 
Government expenditures and capital investment outcomes. 

• Education - From social impact perspective, we note the potential impact on the education sector through the 
removal of 50% TFF funding and introduction of the HELP scheme. While the support of university study is a 

noble cause, our concern is that this readjustment impacts the poorest in society through minimising the 

funding of schools and directing that towards universities. This may have flow on effects over time into the 
economy with a smaller pool of school leavers potentially ready for tertiary education. 
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The key themes 

The key themes to the 2020 Budget are: 

Fiscal Policy 

 

Fiscal consolidation 
Budget repair and economic recovery through fiscal consolidation to reduce the budget deficit  
equivalent of 5.8% of the economy to 5% in 2020, and 1.9% by 2024. 

 

Revenue 
Development of strategies to increase revenue; including measures to increase compliance  
by all taxpayers. 

 

Expenditure budget 

2020 Expenditure set at K 18,726.50 million, largest in PNG history. 
Focus on reducing wasteful expenditure, improved accountability and increased expenditure in rural areas. 
Wages and goods and services expenditure will be reduced from 16% of non-resource GDP down to 10.6%. 

 

Seeking equitable distribution of resource sector benefits 

 

Financing – seeking further debt capital to meet budget deficits 
• First option - Focussing on multilateral partners (such as Australia) who can provide debt on favourable 

terms. For example, expansion of recently announced c.US$300 million by a further US$200 million. 
• Second option - Leveraging World Bank, IMF and Asian Development Bank guarantees and partial 

guarantees to minimise repayment interest rates as compared with sovereign bond issuance.  

 

Repayment of arrears 
A total of K2.5 billion over three years in respect of unpaid amounts relating to salaries & wages and 
contractual commitments (eg: construction / roadworks) carried forward since before 2019 

 

Leveraging international support 
Restored cooperation with the IMF to support PNG’s Government reform agenda in order  
to rebuild credibility. 

 

Supply-Side policy 

 

Increased capital investment expenditure 
Capital expenditure to increase from K 4,715 million in 2019 to K 8,584 million by 2024 to stimulate 
private business activity.  
The budgeted capital investment expenditure by Government for 2020 is K 5,980.5 million, representing 
32% of the total budget.  

 

Focus on growth in the agriculture sector, SMEs and the informal economy 
Measures to connect PNG through infrastructure, special economic zones and simplified SME tax regime  

 

Focus to grow non-resource sector by 5% annually 

 

Connect PNG 
Improving telecoms and infrastructure to support opportunities for agriculture, fishing and tourism 
throughout PNG. 
An initial investment of K 300 million will be made in 2020, increasing to K 2 billion by 2024. 

 

SOE reform program and increasing competition to facilitate affordable and reliable energy, 
internet and water 

 

Affordable Education 
E.g. Interest free loans through the Higher Education Loan Program 
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Revitalise labour mobility in PNG 
Focus to increase opportunities for Papua New Guineans to work overseas 

 

Job creation 
At least 10,000 jobs annually 

 

Monetary Policy  

 

Resolve foreign exchange shortages 
• More international budget support; and 
• Use of foreign reserves. 
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Economic snapshot 

Economic growth in 2019 is forecast at 5.0%, underpinned by a strong recovery in mining, oil and gas sector 
production. Although, the oil & gas sector remains the biggest growth driver in the economy, continuing uncertainty 
over reforms to the resource sector, and the lack of progress in resource agreement negotiations poses a challenge 

for the sector. In 2020, the PNG economy is anticipating growth at a much slower pace of 2%, mainly due to lower 
production in the oil & gas sector.  

The non-resource sector has a projected growth of 3.3% in 2020 and is anticipated to maintain a growth rate of 
5% in the coming years. 

Key facts and figures 

Table 1: Key macroeconomic indicators (Source: Department of Treasury) 

 2014 

Actual 

2015 

Actual 

2016 

Actual 

2017 

Actual 

2018 

Proj 

2019 

Proj 

2020 

Proj 

2021 

Proj 

2022 

Proj 

2023 

Proj 

2024 

Proj 

Economic Growth 

Total real GDP (%) 13.5 9.5 4.1 3.5 -0.8 5.0 2.0 2.8 2.9 3.2 3.3 

Non-Mining Real GDP (%) 4.1 -4.1 1.5 1.5 3.4 2.9 3.3 3.8 4.1 4.6 4.6 

Inflation 

Average on Average (%) 5.2 6.0 6.7 5.4 4.7 4.4 5.7 6.7 6.8 6.5 5.7 

Dec on Dec (%) 6.6 6.4 6.6 4.7 4.8 4.4 6.2 6.9 5.3 7.6 5.5 

Real Exchange Rate Index 

(2007 = 100) 153.2 141.0 131.0 132.9 131.6 130.7 133.1 136.1 139.9 143.6 143.6 

Interest rate 

Kina Rate Facility (KFR) 6.25 6.25 6.25 6.25 6.25 5.50 5.50 5.50 5.50 5.50 5.50 

Inscribed Stock (3 year yield) 8.0 9.7 9.7 9.7 9.7 8.3 8.3 8.3 8.3 8.3 8.3 

Mineral Prices 

Gold (US$/oz) 1,266 1,160 1,248 1,258 1,270 1,380 1,510 1,536 1,558 1,577 1,596 

Copper (US$/tonne) 6,864 5,502 4,865 6,166 6,517 5,989 5,849 5,900 5,946 5,983 5,994 

 

  



Papua New Guinea Budget 2020 | Economic snapshot 

8 

 

Table 2: Overall Budget balance (Source: Department of Treasury) 

 2018  
Actual 

2019 
Budget 

2019  
Supp. Budget 

2022  
Budget 

Revenue 14,085.1 14,266.7 13,022.4 14,095.4 

Expenditure 16,134.1 16,133.6 16,525.9 18,726.5 

Net deficit -2,049 -1,866.9 -3,503.5 -4,631.1 

% of GDP -2.6% -2.1% -4.1% -5.0% 

Government debt (% GDP) 34.1% 30.8% 38.5% 40.3% 

 

An increase of 15.3% is predicted in the total revenue and grants for 2020. This is higher than the estimate for the 
2019 Supplementary Budget. 

Chart 1: Where does PNG’s revenue come from? (Source: Department of Treasury) 

 

2020 revenue is projected to be PGK14,095.4 million, principally funded from tax revenues and based  
on an improved economic outlook, especially in the non-mining sector. The tax revenues are forecast to  
grow in line with GDP. 

  

75%
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2020 Highlights 

Table 3: Tax revenue by source (Source: Department of Treasury) 

Tax Revenue (Kina million) 2018  
Actuals 

2019 
Budget 

2019 
Sup.Budget 

2020 
Budget 

Personal Income Tax (PIT) 3,101.9 2,949.5 2,949.6 3,215.0 

Company Tax (CIT)  1,933.0 2,556.3 1,887.6 2,085.4 

Mining and Petroleum Taxes (MPT) 775.0 428.1 794.8 522.5 

Withholding and Other Income Taxes 309.3 313.0 351.4 420.7 

GST 2067.1 2,188.8 2,062.0 2,212.2 

Stamp Duties 100.3 97.6 48.6 55.5 

Excise Duty 774.0 922.7 999.8 1,215.0 

Import Excise 300.8 321.7 313.9 292.0 

Bookmakers' and Gaming Machine Turnover Tax 225.5 228.5 243.7 264.9 

Other Taxes on Goods and Services 69.7 14.8 25.0 25.8 

Import Duty 418.3 358.1 399.4 427.8 

Export Tax 392.4 405.4 370.2 424.5 

Grand Total 10,467.3 10,784.5 10,446.0 11,161.3 

 

2019 saw the PIT tracking well against the supplementary Budget. This was noted to be due to employment growth 

in mining sector, higher salaries for public sector and private sector salary increases.  

In 2020 CIT revenue is expected to accelerate from the revenue of non-mining sector and the additional banking 
levy which would come into effect from 01 January 2020.  

Expected reduction in international mineral and petroleum prices have led the MPT projection to decrease in 2020. 
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Chart 2: Other revenue by source (Source: Department of Treasury) 

 

 

2020 Capital Budget 

Table 4: Development Partner Contributions 

Development Partner Grants Loans GoPNG Counterpart 

Australia 729.69   10.00 

European Union 79.90   1.00 

United Nations 41.70     

USA 5.00     

New Zealand 22.90   3.00 

China 22.31 446.20 44.00 

Asian Development Bank 7.41 437.6 61.00 

World Bank   185.50 14.50 

Japan 14.5 181.30 31.50 

Ceska/Erste   39.10 5.00 

EIB   40.00 5.00 

India   7.70 20.00 

Global Partnership in Education 8.8     

IFAD   25.80 1.00 

OFID   1.80   

Total 932.10 1,365.0 196 

 

The above does not include all budget support provided by The Australian Government. 

0 500 1000 1500 2000 2500 3000

2018 Actual

2019 Budget

2019 Sup. Budget

2020 Budget

2018 Actual 2019 Budget 2019 Sup. Budget 2020 Budget

Grand Total 1773.6 2,539.20 1,631.40 2,001.90

Transfers, not elsewhere
classified

675.9 1153.3 452.7 800.60

Fines, Penalties and Forfeits 1.9 0.8 0.8 0.8

Sales of Goods and Services 32.2 124.2 54.5 46.7

Property income 1063.6 1,260.90 1,154.20 1,173.70

Grand Total

Transfers, not
elsewhere
classified

Fines, Penalties
and Forfeits

Sales of Goods
and Services

Property income
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Chart 3: Where does PNG’s expenditure go? (Source: Department of Treasury) 

Expenditure 2020 (Kina, Mn) 

Provinces 3,689.4 

Administration 1,536.2 

Debt Services  1,950.1 

Health 1,610.5 

Education 1,405.4 

Law and Justice 1,512.3 

Transport  996.1 

Economic 742.2 

Community and Culture 113.2 

Utilities 193.8 

Miscellaneous 1,802.5 
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Detailed tax measures 

Corporate Tax Losses  

• The Government has introduced further changes to the loss carry forward 
rules with effect from 1 January 2019.  

• From 1 January 2019, loss carry forward rules were adjusted such that: 
‒ For non-resource companies, the loss carry forward period reduced from 

20 years to 7 years. 
‒ In the case of the resource sector, the unlimited loss carry forward  

period was reduced from an unlimited period to 20 years. 
• However, there was some uncertainty about whether the loss carry forward 

changes should be applied prospectively or retrospectively. The IRC 
subsequently confirmed the intention was to make the changes prospective 
and that it would administer the law this way.  

• We understand the intention of the current Budget’s changes was to clarify 
that the changes were prospective. For instance, in the case of a non-
resource entity, losses incurred in each of the tax years from 31 December 
2005 to 31 December 2018 would not expire until the year ended 31 
December 2025 if not used before.  

• Unfortunately, the draft legislation contained in the Budget does not achieve 
that objective and seems to disallow any loss deduction. This appears to be 

in error and we expect a further clarification to achieve the intended result 
to be made.  

• The rules for the agriculture sector have still not been changed with the 
result that such losses are still available for carry forward indefinitely. 

Loss Carry Forward  

Rules Clarified? 

  

  

Small Business Tax (SBT)  

A new SBT regime is to be introduced for individual taxpayers only. The  
date of commencement of the regime will be determined by a notice in  

the national gazette.  

Specifically, the following should be noted on the SBT’s application:   

• The taxpayer cannot be registered for GST or be required to register for 
GST. Total turnover must therefore be below K250,000 per annum 

• Subject to exceptions, the regime does not apply to individuals who were 
previously liable to Income Tax. No exclusion was listed for small business 

owners who may also be subject to the salaries or wages tax  
• The rules do not apply to professional service providers 
• A taxpayer can elect out of the SBT and pay Income Tax according to the 

general rules 

The SBT applies as follows: 

• Where turnover is less than K50,000 SBT is K400 annually 

• Where turnover exceeds K50,000 SBT is 2% of turnover, payable on a 

quarterly basis. This applies up to a turnover level of PGK 250,000. 

There are again a number of drafting issues with the legislation which will  
need to be rectified before enactment. While part of the Government’s SME 
focus, we expect the take-up of the SBT regime by SME’s to gradual. 

New regime for  
small businesses to 

incentivize compliance. 
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Thin Capitalization – Resource Sector  

The thin capitalization ratio has been reduced from the current debt to  
equity ratio of 3:1 to a ratio of 2:1. Whilst the ratio is now the same as  
the non-resource sector, the rules are in effect tougher for resource  
companies. This is due to the fact that all interest is subject to the  
restriction for resource companies whereas only non-PNG interest is  
restricted for non-resource companies. 

Resource sector  

Thin Capitalization – 
reduction in allowable 

interest expenses. 

  

  

Payment of tax on disputed assessments  

From 1 January 2018 for an assessment to be heard by a tribunal or The 

National Court, the tax, including additional tax (penalties), needed to be  
paid. The rules have been relaxed retrospectively such that 50% of the core  
tax and additional tax is required to be paid. Whilst the 50% reduction is 
welcomed it is disappointing that a taxpayer is still required to pay 50% of  
the additional tax (in the form of interest and penalties). We see situations 
where 100% penalties have been raised in cases which, in our view, were  
not appropriate. The payment of 50% additional tax in order to get your day  

in court still seems unreasonable. It was suggested this measure will speed  

up the settling of legal disputes, though it is not clear how this will occur.  

We had also been hoping that changes would be made such the disputed tax 
would be paid to a Court trust account which in the event that the dispute was 
won by the taxpayer could be released by the courts. It is disappointing that 
this aspect is not included in the draft legislation, especially as obtaining 
refunds from IRC is generally very difficult and time consuming and the IRC 

itself is under no obligation to pay interest for tax wrongfully collected.  

Payment of tax  

in dispute relaxed 
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Provisional Tax – Substitute Accounting Period (SAP)  

Currently payment dates for provisional tax are fixed for all taxpayers 
regardless of the accounting year-end. The legislation is now being amended  
so that the following will be the provisional tax payment dates: 

• First Installment – 90 days after the end of the preceding year 
• Second Installment -180 days after the end of the preceding year 
• Third Installment – 270 days after the end of the preceding year 

The legislation does not take account of long (31 days) or short (28/30 days) 
months so the payment date may not correspond with the month end. It  
should also be noted that there are further drafting errors in the amending 

legislation which we anticipate will be rectified before enactment. The rules 

apply from 1 January 2020. 

New payment dates for 
provisional tax for SAP’s 

  

  

Excise & Customs  

Alcohol and Tobacco 
From 1 December 2019 the excise duty on alcohol and tobacco will increase by 
10%. In addition excise indexation will recommence at the rate of 5% 
biannually from 1 June 2020. Further, GST on such products will increase as the 
price increases i.e 10% of the excise increase.  

Additionally, there is an increase in excise on “social drinks” by between 100% 

and 400%.   

There is a risk that these increases will result in people turning to homebrew. 
Consequently, to supplement these increases, fines for homebrew are being 
increased from PGK 200 to PGK 50,000.  

Imported Vehicles 
Imported duties on motor vehicles have been reduced. This unusual move  
is stated to support car ownership in PNG. Current rates vary depending upon 

the type of vehicles from 15% to 120%. The rates fall from 1 January 2020  
to a range of 15% to 40%. For example a new vehicle of a cylinder capacity 
2.700cc drops from 110% to 40%.  

Customs Tariffs on old-growth logs 
In a second attempt, the export duty on non-plantation logs is increased on 

average from 32% to 50% to capture resource rent and to encourage 

downstream processing in PNG. 

Duty free threshold 
The concessional duty free good thresholds for passengers coming from abroad 
has been increased to persons over 18 to K6,000 (previously K 1,000) and for 
under 18 to K 3,000 (previously K500). While this move is to simplify 
administration but is unlikely to be welcomed by local retailers. 

Don’t drink  
but do drive 
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Goods and Services Tax (GST)  

The Government considered an increase in GST, which is also contemplated in 
the Medium Term Revenue Strategy (MTRS). An increase was decided against 
due to its impact on the cost of living.  

Disappointingly, the Government has, as a policy measure, reconfirmed that 
GST credits will not be allowed to be offset against salary or wages taxes. 
Various submissions have been made to the IRC on this point to continue to 
allow offsets, but the IRC has maintained there is some misuse of the offset 
process to justify its changed approach. 

GST refunds offsets to 

continue to be disallowed. 

  

  

Infrastructure Tax Credits Scheme (ITCS)  

The Budget still does not enact the changes promised for the ITCS. The 
Government has previously stated that the level of ITCS would increase to  
2% of assessable income for all taxpayers. The Budget does, however, note 

that ITCS is an important part of the development of the country’s 
infrastructure but equally notes the need to limit revenue leakage through the 
ITCS. A Government review of the ITCS guideline will commence in 2020. 

ITCS for all taxpayers  

not legislated. 

  

  

Bank levies and Foreign Exchange  

The Government will raise the license fees on bank and financial services 
operators. The Budget documents suggest the changes may take effect  
as soon as 1 January 2020.  

In addition, the Government is considering a revenue measure based on  
the level of forex spread/transactions. The reasons stated for this is the high 
profits PNG banks make on such transactions. 

Banks to receive special 
attention 
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Future tax reforms 

The tax reform agenda is very much an alive issue in PNG. The following  
are some of the key reforms still in the pipeline. 

Capital Gains Tax (CGT) 

Draft legislation was promulgated earlier this year. The legislation took  
a narrow approach focusing mainly on real property (held directly or 

indirectly) and listed stocks in PNG.  The tax rate was proposed at 15%. 
The cost base  
for chargeable assets held at the date of introduction was to be market 
value with any gain arising after that date subject to CGT. Treasury sought 
feedback at public seminars and took written submissions from many 
interested parties. 

Although no mention of CGT was made in the Budget speech, we 

understand the implementation date has been pushed back to 1 January 
2021. Key feedback from industry on the proposed CGT rules argued for: 

• Exclusion for listed shares in POMSOX 
• Extending the scope to include other capital assets including foreign 

owned assets held by PNG residents 
• Reduced tax rate for Authorised Superannuation Schemes 
• Special rules for the resource sector 

•  Clarification of rules for sale of foreign shares with underlying value             
attributed to PNG real estate 

•  Greater flexibility in the market valuation rules. 

Income Tax Act Rewrite/ Tax Administration Act (TAA) 

For tax professionals these changes will be the most challenging. Last year the new TAA was enacted. However,  
it has still not come into effect. This was not a simple rewrite of the current rules and when enforced it will change 
many things. For example income tax returns become self-assessed meaning any additional tax payable will be  

due 30 days after filing. Further changes to the TAA are expected before it becomes effective.   

In respect of the rewrite, whilst in theory it should not change the current rules one can expect that changes  
will occur (no doubt under the guise of bringing greater clarity to the legislation). In many cases changes will  

be welcomed given present uncertainties with the law. Treasury have again promised that they will hold public 
seminars and seek input on its draft legislation before it becomes law. This is targeted to be enacted from  
1 Jan 2021. 

Telecommunications Universal Access Levy (UAL) 

Whilst not stated in the Budget this was forecasted in the MTRS as an excise on cellular airtime. The Government  
is considering a UAL in the range of 0.5 – 4% based on turnover. This will be done in conjunction with relevant 
stakeholders. As part of this reform, a mutualisation policy will be developed and adopted to ensure sharing  
of infrastructure. It was also mentioned proposal will be developed to increase telecommunication license fees.  

The combined effect is likely to be an increase cost passed onto customers.  

  

“Take back PNG will 

require more financing 
which is then spent 
wisely. I believe that we 
can do this, especially by 
enforcing greater 
compliance. The aim is 
not to   increase taxes, 
the aim is to level the 
playing field and make 

sure everyone pays their 
legal obligations” 

From the Treasurer’s Foreword, 2020 

National Budget Volume 1 
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Special Economic Zones (SEZs) 

Another of the promised reforms will see SEZs set up across the country to attract investors into specific areas and 
sectors. The budget set aside PGK 16million for feasibility and initial works on Strategic Zones. This reforms is part 
of the “Connect PNG” strategy to link strategic locations throughout the country.  

The following locations were mentioned, though there were no details of the tax incentives that will be offered. 
SEZ’s mentioned in the Budget include: 

• Ihu (Gulf) 
• Sandaun 
• Sepik 
• Manus 
• Nadzab (Momase) and 

• Pacific Marine Industrial Zone. 

Other SEZ’s previously mentioned; 

• Bana (Bougainville) 
• Agriculture in Eastern Highlands Province, Western Highlands Province, Morobe and Sepik 
• Paga Hill Special Tourism Economic Zone; and 
• Western Province. 

Other Areas Still On The Medium Term Revenue Strategy 

The Government reaffirmed its commitment to make ongoing fiscal reforms according to the MTRS. Some of the 
other proposed MTRS measures include: 

• Review of Accelerated Depreciation to ensure targeted incentives are achieving desired results 
• An Alternative Minimum Tax – tax payable even when an entity is in losses 

• Review Superannuation regime 

Depreciation Rates 

While not mentioned, this is another project that has been mooted for a while. The current depreciation rates 
schedules are grossly out of date, with modern equipment often not covered. The new schedules will seek to reflect 
the estimated life of assets and allow more flexibility.  
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