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PNG’s 2019 Budget Strategy
Thankyou Mr Speaker,
My questions are directed to the Treasurer, on the 2019 Budget
Strategy he released to this Parliament last Friday.
Mr Speaker, I thank the Treasurer for releasing this document. As he
indicated in his speech, this is an important paper in providing
budget transparency to the people of PNG. It should be timely,
accurate, credible and signal the government’s future budget
priorities.
Mr Speaker, I am deeply gratified that the Treasurer is starting to
adopt the policies of the Alternative Government. He does this when
he claims he has the policies to lift non-resource sector growth to
above 5 per cent per annum within three years, and he will rely more
on concessional finance rather than expensive foreign borrowings.
This is positive in the sense of better policies. But I have some
questions, about how he plans to do this.
My Questions are:
1. Treasurer, do you agree that you expect to deliver the 2019
Budget on 6 November 2019? Do you agree that the Fiscal
Responsibility Act requires the Budget Strategy to be delivered

three months before the budget – so by 6 August 2019?
Treasurer, do you admit that the 2019 Budget Strategy, violated
the Fiscal Responsibility Act by being over 3 weeks late?
Treasurer, are you always going to be so late that you’ve even
needed to drop the “100 Day Plan”, and now simply call it the
25 Point Plan? …without so much as an announcement or even,
an explanation to the Members of this House and the people of
PNG.
2. Treasurer, do you agree that Treasury forecasts, until now, have
formally included only those resource projects where a final
investment decision has been made? Do you agree, that you
have broken with this convention, by formally including the PNG
LNG 3rd train, the Pasca project and Wafi-Golpu into the growth
projections, while explicitly, excluding other projects such as the
P’nyang project and the Frieda Copper mine? Treasurer, did
you consult, with any of the companies before making this
potentially commercial-in-confidence information public? Do
you agree, that indicating your government’s assumed starting
times of different projects, may be based on confidential
information?
3. Treasurer, continuing with your growth projections, you state
that the earthquake in the first half of 2018 “led to a decline in
oil and gas production by 5.9 per cent”. How does this
compare, to the Oil Search 2018 First Half Update to its investors,
which stated, that oil and gas production fell by 31 per cent over five times greater then your 5.9%? How can we trust the
Treasurer’s claim of “the sustained lift in gas production, over
the second half of 2018 which is expected to continue over
2019” when Oil Search is telling its shareholders, that the midpoint of its production guidance for the second half of 2018 is
14.76 million barrels of oil equivalent – slightly below the
average of 15.14 over the last four half-years? Why is it that the
Treasurer is basing his growth forecasts, on more optimistic
forecasts than companies are telling their shareholders?

4. Treasurer, do you agree that an assumed increase in economic
growth rates, should lead to higher taxation revenues? If so, why
is it, that the Budget Strategy shows no such tax increases?
Indeed, by 2021, the new Budget Strategy now expects overall
taxes to be less than the 2018 Budget forecasts, despite, the
major increases in assumed growth levels and assumed oil
prices! Do you agree for people and members of parliament,
looking at this document for the first time, that (i) it comes across
that someone, has just pushed up the growth numbers due to
well, again, suggesting that the economy is running smoothly
when its not, (ii) breaking with conventions and possibly,
breaking commercial-in-confidence discussions between the
government and the private sector, because the implications
have not actually been factored into the actual Budget
Strategy? If this was the case, would this make the Budget
Strategy, a grade six (6) effort, in the eyes of readers and
members of parliament?
5. Treasurer, do you agree that even if not timely, at least you
should use accurate information in your 2019 Budget Strategy?
If so, why does the starting point for your expenditure
projections for the next five years – which is in Table 5 - start with
an old number – why didn’t you update 2018 expenditures in
line with your MYEFO? Similarly, could the Treasurer inform the
Parliament why he also used the old figures for 2018 expected
revenues and expenditures in Table 3? If the starting number is
wrong, how can we trust the numbers in forward years?
Treasurer, doesn’t this display yet again, a careless use of
numbers, your lack of timeliness and accuracy, your willingness
to steal the Alternative Government’s policies, without thinking
about the strategic implications and what is looking like a well,
shambolic role in preparing the 2019 Budget?

Mr Speaker, I apologise for so many questions. But this 2019 Budget
Strategy document raises too many questions and I wanted the
Treasurer to have even a faint chance of trying to restore its
credibility.
Thank you Mr Speaker!
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Question 1 background.
Fiscal Responsibilty Act – note Clause 6 which state the Treasurer
shall release publicly and table a Budget Strategy Paper at least
three months before presentation of the Budget to the National
Parliament

Question 2 background
These extracts show the explicit assumptions driving up the growth
forecasts between resource projects. Note that resource projects
starting are driving up the growth estimates – not expected
improvements in other areas of the economy such as agriculture or
tourism.

Question 3 Background
Earthquake decline of 5.9% vs 31%

Oil Search detail showing half-yearly production since the first half of 2016
of 14.89, 15.35, 14.81 and 15.5 – an average of 15.13mmboe. Production
in the first half of 2018 is shown as 10.24mmboe. The next graph shows the
“guidance” to shareholders is between 24 and 26 mmboe. This would
require production of between 13.76 and 15.76 mmboe – with 14.76 being
the mid-range of the guidance. This is slightly less than the average for the
previous four halves, and even at the very top end of the guidance, is

only 1% greater than the level achieved in the second half of 2017 – the
time when the budget was being prepared.

Question 4 and 5 background
This is the revenue forecasts from the 2019 Budget Strategy as well as the
revenue forecasts from the 2018 Budget. Note that the 2019 Budget
Strategy should show significantly higher increases in taxes as these should
flow from the assumed significantly higher economic growth rates. This is
not the case, although the story changes slightly according to the year
and type of tax. However, note that by 2021, taxes are actually now
expected to be less than at the time of the 2018 Budget (K12,568m down
to K12,499m), despite the higher growth rates and the expected K212m in
extra revenues included in the 2018 MYEFO. The 2019 Budget Strategy
talks of much higher mineral and petroleum taxes, but the overall level of
taxes on “incomes, profits and capital gains” is actually expected to be
lower in 2019 than was initially forecast. The biggest change in overall
revenues is from non-tax revenues – these are K456m higher expected in
2019. There is no real expectation for where this major increase would
come from. There is reference to point 19 of the now retitled “100 Day

Plan” concerning SOEs lodging audited accounts, but this was due by 30
June 2018 as a deadline under the plan. This deadline has been dropped
and this increase is at best highly speculative.

On the accuracy of figures, compare the 2018 figures from the following
three tables – Table 1 is correct on both revenue and expenditure, Table 3
is incorrect on both revenue and expenditure, and Table 5 is incorrect on
2018 MYEFO expenditure. Accuracy is important for building trust in other
numbers.

