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grant
provided to your Government by the Regional Development Office, South Pacific,
United States Agency for International Development (USAID).
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Regional Director
 

Enclosures
 

bcc: Ambassador Bieizn w/encl (I cy)
 

PRE:GRAndersen:jn: 1/12/87
 

Chron, Reading, Subject
 

bcc: High Commissioner Kepore w/encl (1 cy)
 



An Action Plan 
for
 

Privatization of Government Shareholdings
 
by the 

Government of Papua New Guinea 

Prepared by Robert E. Laport 
The Center for Privatization
 
1750 New York Ave., N.W.
 
Washington, D.C. 20006
 
Under the auspicis, of the 
South Pacific Regional 
Development Office, 11S
 
Agency for International
Development
 



Contents
 

I. 
 Trip Report and Executive Summary
 

2. 
 An Action Plan for Privatization of State Shareholdings, Covernment
 
of Papua New Guinea
 

Appendix 
1.Request for Proposal
 

la. List of Shareholdings for divesthment Phase 1.
 

2. Draft Policy Paper for immediate presentation to Cabinetrequesting authorization for Phase 1. 



TRIP REPORT 
EXECUTIVE SUMMARY 

Trip to Papua New Guinea November 17 through December 15, 1986by Robert E. Laport under the auspicis of the Center for Privatiaztion and the South Pacific Regional Development Office ofthe U.S. Agency for International Development. 

1. The purpose was t;o provide privatization assistance to the
Government of Papua New Guinea wich was requested by the PermanentSecretary for Finance and Planning, Mr. John Vulupindi, in a letterto the U.S. Embassy, Port Morseby, in September. The Governmentprofessed a desire to divest itself of its' shareholdings in some37 commercial enterprises in widely diverse fields.
 

2. It was found upon arrival that the Government wished todivest a number of its' interests to (1) reduce administrative costs,(2) reduce its' exposure to future calls for support in funding orloan parantees, and (3) to generate revenue by liquidating its'shareholdings. However, Government does not yet have a sufficientmandate to undertake a program of this nature. Cabinet approvalhas not been sought, and furthermore, Parliamentry approval willbe required before any change of status of the Statutory Authoritieswill be permitted. It was therefore decided by Secretary Vulupindithat a representative group of companies be selected and anplan for divestiture be developed action
wile avoiding for the moment questionsinvolving the Statutory Authorities. Hence, recommended action onthe first phase can be taken following Cabinet authorization,the broader Privatization Program 

and 
can be debated following the completionof this first phase and after the results of thm June 1987 elections 

are known. 

3. A list of twelve companies was researched and presentedto the Secretary for approval. Minister of Finance & Planning, SirJulias Chan subsequently reduced to eight the munber of companiesto be divested in the first phase, and asked that a policy paperfor presentation to Cabinet at the earliest opportunity authorizingthe first phase subject to Cabinet approval on a case bybe prepared. A draft policy paper was 
case basis 

left with the Secretary as
requested.
 

4. Mr. Gerald R. Anderson, South Pacific Regional DevelopmentOffice, USALID provided a thorough initial briefing onaind visited Port Moresby the PNG situationfor the last two days of the mission toreview progress. Ambassador Everett Bierman and Robert R. Winship,Political/Economic Officer of the Embassy in PNG were most helpful 



throughout. Mr. Bruce Carrie, Assista' Secretary, Department of 
Finance & Planning was primary contact and arranged and attended
all meetings within and without the Department. As the local MerchantBanking and investment firms will intermediate this first phase,calls were made on Mr. Nestor Ellinopoullor, Managing Director, Resources
and Investment Finance Ltd, Mr. Rory Allen, Managing Director, KJi.naSecurities, and Mr. Nguyen Trung Truc, Executive Director, Dylupinvestment Corporation, Ltd. Mr. Geoffrey Applegate of Beresford,
Love, Francis & Company, Solicitors,

and Mr. Robert Middlemiss 
 of Coopers & Lybrand were most helpfulon the legal and valuation aspects of the case. Visits with thechief executives of the two most important pension funds, Mr.. DavidNelson of the Public Officer's Superannuation Fund and Mr. John Knollof the National Provident Funid mostwere illuminatingare as the fundsh3 Jly liquid and have been directed to increase their capacity
holdings in productive equities. 
 In addition, vistits were made 
on the

Government owned Investment Corporation and the Agricultural Binkwho, in turn, manage and hold equity positions in a number of commercial
 
concerns.
 

5. The decision to divest Government's holdingscompanies listed in in the eightthe body of the report has been taken a Departmentand Ministerial level. The scope of the program and the proceduresfor carrying out this phase must now be approved by the Cabinet.When approve, the Request for Proposal as ammended by PNG Counsel
will be sent to PNG Merchant Banks and securities houses. The Secretaryhas mentioned that further assistance would be helpful at the tin.:that completed proposals are received by the Department and selections
must be made for presentation to the Cabinet. Selections will requireboth a quantative and a qualitative judgement as to the efficacyof the proposals received. Following Cabinet approval, the Departmentwill be required to provide oversight throughout the process of

divesture. 

6. The USAID Mission, Suva, Fiji, and the Center for Privatization are to be informed when Cabinet has approved the attached Policy
Paper. US Embassy, Port Moresby, has been asked to maintain contintd.ngcontact with Mr. Bruce Carrie at the Department so that the Missionand the Center should be informed as to progress on the Requests 
for Proposal.
 

Respectfully Submitted, 

Robert.E. Laport 
Consultant
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AN ACTION PLAN FOR PRIVITAZITION OF STATE SHAREIOLDINGS 
GOVERIMENT OF PAPUA NEW GUINEA 

A. Purpose 

To seek Cabinet consideration and approval of a program to privatizeGovernment's shareholdings in commercial enterprises, including
the Statutory Authorities, on a selective, case by case basiswithin the parameters approved by Cabinet and, when necessary,
by the Parliament. 

B. Facts and Considerations 

1. Background 

1.1 A free world-wide movement toward privatizing, liberalizing,and de-regulation of 'economic actively has been under way for some time. The movement has been driven by a
long overdue realization that wealth and human resources 
are limited, and that it inis the interest of each nationto strike a 
balance that provides all necessary services
 
at the least possible cost, while insuring that the level
of services will grow to meet future demand. 

1.2 It is generally accepted that the incentives inherent

in private sector activity, within a competitive environment,
should result in the most efficient operations. Conversely,monopolistic operations managed by Government will probably
3ield the least efficient level and the highest cost of
 
service unless subsidized.
 

1.3 The search for a proper balance mentioned in 1.1 is 
as
much a process of self-examination and the willingness
to question the status quo as it is a question of ideology.

However, that the examination process takes place is in
itself an indication that change of the status quo may

be possible if convincing arguments are made and plausible

alternatives suggested.
 

2. Government's present holdings; anand initial program 

2. 1 As of the end of 1984, the Central Government owned 100%
of the shares in nine operating companies costing K119
million (the statutory companies), and shares in varyingpercentages of a further 31 companies totalling an aggregate
investment of K113 million.
 

2.2 
 During 1984, Goverivnent made additional capital contributions
to two statutory authorities and six operating companies
totalling K17 million.
 



2.3 	 Dividends paid to Government by these companies in 1984 
were approximately K13 million. 
This represents a 5.6%
 
return on Government's capital investment of K232 million. 
However, the capital investments reflect par value.

Realizable market value would be a multiple of this figure. 

2.4 	 Investments range from essential services performed by

the 	Statutory Authorities, to the primary foreign exchange 
earners, mining, timber, and oil palm plantations, to 
companies involved in marketing food, fish, and supply

of the defense forces. Light industry is the main area 
not 	represented in the group.
 

2.5 	 Given that Government does not need its shareholdings
for revenue (taxation is more efficient),and that sectoral 
control is achieved by regulating commissions, statutory
powers, etc. An examination of all these holdixgs should 
be made and in each case the following questions asked:
 

a. Is there any good reason for the State to continue
 
to maintain its present level of ownership and control 
in this company? 

b. Cannot all or a portion of the services performed
by this company be handled as well. or better in theprivate sector thereby freeing the bureaucracy of 
the 	responsibility?
 

c. Does the State have a better use for its capital tied
 
up in 	 the shares of this company? 

d. 	 Should the company continue to exist? Is the original 
reason behind its existance still valid? 

2.6 	 An examination of a number of companies has begun and 
a short list prepared and approved for eventual submission 
to the Cabinet along with a specific programe for the
sale oZ Government's shares in each. These are: 

a. 	 New Britain Oil Palm Development Pty Ltd. (50%) 
b. 	PNG Forest Products Pty Ltd. (70%)
 
c. 	Stettin Bay Lumber Pty Ltd. (25%)

d. 	New Guinea Marine Products Ltd. (33%)
 
e. 	PNG Fish Marketing Corporation Pty Ltd. (100%)

f. 	Sea Park Pty Ltd. (100%)
 
g. 	 Niugini Insurance Corporation (100%)
h. 	 Bougrinville Copper Ltd. (sale of 5 of 76 million shares,
 
or 6% of Goverivnent's holding).
 

2.7 	 Cabinet approval to iundertake and complete the program

suggested in 2.6 above has been recommended in a policy

submission (draft of which is attached) and will constitute 
the first phase of a continuing process of review with 
an intent to rationalize the States' holdings. Further
 
steps 	in the process will be proposed following the mid 
1987 elections.
 



3. 	 Present and Future Buyers 

3.1 	 The PNG market for shares, as described by the International

Finance Corporation of the World Bank in their 	preliminary
feasiL lity study of a stock market is primarily an institu
tional market, the superannuation funds and financial
institutions, followed by corporations, expatriate PNG

residents, and PNG nationals. In addition, interest inshares in productive local ventures has been expressed
by traditional landowners and by Provincial Governments.
There 	 is little doubt that the State's holdings in matureplantations and timber properties can be sold for an appropri
ate premium. The mining properties have universal interestand it is felt, for instance, that 5,000,000 shares inBCL can be placed directly with the PNG public at about
 a 15% discount to the Sydney market but with an agreement
that the buyer hold the shares for two years.
 

3.2 	 The superannuation funds and the Motor Vehicle Insurance 
Trust have been instructed to invest minimum ofa 	 15%
of their assests in common shares within a determi.ned
period of time. The funds have expressed interest in 
a number of Govermient's shareholdings and, at the same
time, concern over their ability to comply with the 
Ministerial Guideline. 

3.3 	 A recommendation regarding the advisibility of a PNG StockExchange is not within the scope of this paper. However,
it is 	 worthwhile to comment on one of the two most important
functions of a stock market, to provide liquidity through
the availability of a ready market for listed shares.

The State owns a substantial number of companies, or aninterest therein, which 	would be highly qualified forlisting on a local exchange. The eventual selection of 
a number of these companies for listing would afford a
vehicle for privatization by direct sale to the public

of PNG, or, indirectly through the portfolios of the institu
tional investors. 
As the economy of the PNG develops,

there 	is little doubt that a stock exchange will emerge
and that it will contribute greatly to the development 
process, and that will provide the individual citizen
 
access to a more equitable form of corporate ownership. 

4. 	 Mechinism for Divesture 

4.1 	 To avoid favoritism, the recommended procedure should
begin with the solicitation of proposals from local merchant
banks and securities dealers. The proposals should containthe suggested market(s) that will be approached, an approxi
mate value of the proceeds to be received, documents requiredto effect the sale, and a 	timetable. The intermediary's
fee for services should be stated; it being understood
that payment thereof would be on a "success fee" basis 
from the proceeds of sale. 



4.2 	 In the event of sales to the public or to the superannuation
funds, the preparation of prospectus woulda 	 probablybe required. This service could be provided by a charteredaccounting firm with payment to be made following completion 
of the deal.
 

4.3 	 Government should receive and resiew proposals selecting
the one for each company which most meets the State's
requirements. Differences or suggested improvements canbe negotiated directly between the State and the Merchant 
Bank at this stage. 

4.4 	 The Department of Finance & Planning will then present
its reconmmendat on 
to the Cabinet for approval on a caseby case basis following the Minister's approval.
 

4.5 
 Following receipt of the requisite approval, the Department,

of Finance & Planning will monitor the progress of themerchant bmk to insure that the specifications of theproposal and the wishes of the Cabinet are being compliedwith. The Department will also provide assistance if necessary to achieve a successful divestiture. 

4.6 	 In the second phase, recommendations concerning the saleof all or a part of the State's shareholdings in Statutory
Authorities will require the further authorization of
Parliament. It be emphasizedcannot too strongly in thisrespect, that Government does not need ownership in the
Statutory Authorities to maintain control. Control isexercised through Regulatory Commissions without the burden
of day to day management. 

4.7 	 Full or partial privatization of the Statutory Authorities 
will most likely require the selection of a foreign entity
to provide management expertise. 
The US Agency for Interna
tional Development funded Centre for Privatization could 
act as a clearing house in this respect. 

a. The services of an internationally known 	merchant
bank such as Rothschild or Kleinwort, Benson or oneof the American investment banks known to Government

should be retained to assist Government. The selectionof an advisor should be made taking into account
nationality of the potential foreign investor. 

the 

b. The merchant bank should identify a short list of
substantial and qualified firms which have expressed

interest in making the investment and the management

committment. 

c. 
Final 	selection can be by tender, negotiation or a

combination of the two in accordance with parameters
 
established by the State.
 

A
 



d. 
To Facilitate a successful transaction, NIDA requirements
should be dispensed with under Government authority. 

4.8 Parliamentary approval and guidelines for divestitureof interests in certain Statutory Authorities will probablycall for the establishment of an Inter-ministerial
Force to oversee the process. It ir 

Task 
important that officialswith authority and who are committed to the privatization

process be chosen onto serve the Task Force. 

5. Other Considerations 

5.1 Privatization guidelines established by the State mightalso, after discussion, be adopted by other authoritiesof the State which hold share interests in commercial
firms such as the Investment Corporation and the AgriculturalBank. According to information gathered during the prepar ation of this report, Investment Corporation and Agricultural
Bank could benefit from a critical examination of their
protfolios with a view to selling off shares in healthyfirms to the Investment Corp. Fund, the superannuation
funds, or the public via the merchant bandng community
as well. Similarly, nonproductive assets could be consideredfor liquidation. The policy of continuing to hold sharesin viable firms performing functions routinely carriedout by the private sector should be rigorously questioned. 

5.2 The shortage of competent staff to analyze and manage
a prot~olio of common stock investments was evident throughout the interviews with public sector entities forming
part of the background for this report. 

T"he Investment Corporation, Public Officers SuperannuationFund, and the National Provident Fund all made mention
of a lack of competent staff in this area, and a concern

that the Ministerial Guideline to increase common share
holdings in productive enterprises would be difficult 
to meet as a result.
 

5.3 According to the Chief Tax Collector, divestiture by Government, and share sales by the Investment Corporation Fund
and the Agricultural Bank would be exempt from the SpecificCapital Gains Tax. 
Shares sold by the Investment Corporation

itself wuld be subject to the tax. 

5.4 The list of Government's shares to be sold in the firstphase pursuant to recommendations made to and approvedby the Minister for Finance & Planning are representative
of healthy, indifferent, and poor corporate situtions; 
an effort was made crossto provide a section of investmentsto eliminate a number of problems and their related adminisstrative costs as well as generate revenue for the Consoli
dated Treasury. 



The remaining Government portfolio contains at least twice 
as many nvture firms for privatization in future rounds
with the outlook for uIbstantial net inflows to the Treasury

from the proceeds of sale. 
There will remain a number
of development phase companies in portfolio which canbe considered for divestiture at an appropriate time after a suitable level of productive operation has been achieved. 



Appendix 1. (to be reviewed by PNG Counsel) 

REQUEST FOR PROPOSAL
 

Purpose 

The Government of Papua New Guinea is giving serious considerationto the sale of all or a part of its shareholdings in a select groupof companies hereinafter listed with appropriate comments. 
The Merchant
Banking and Investment community of PNG is hereby invited to submitproposals to the Department of Finance & Planningin which the firm is on each companyinterested in assisting Government with divestiture. 

Criteria
 

Government has compiled the list of companies to represent a cross
section of its share interests in terms of quality and economic sector.this is intended to be first phase ina a continuing effort to privatizeovernmnet's sharehodings in commercial firms, or when called f)r,
to liquidate the firm when considered no longer viable.
 
The following in terms of priority are Government's wishes with respectto the shareholdings represented in the first phase:
 

1. First priority for the purchase of shares shall be given toPNG nationals or institutions including but not limited toProvincial governments, the superannuation funds, PNG private
sector corporations, and PNG citizens.
 

2. Present shareholders involved in management, with or withoutpre-emtive rights, will share first priority providing the shareprice determined is equal to all. 

3. Were the shift of management responsibility would be inherentin the divestiture, contractual management arrangements,non-PNG, are preferred to the sale of controlling shares to
if 

foreigners; however, such sales will be considered.
 

4. All sales of Goverment's shares to be inare cash at a mutuallyagreed price. However, in certain instances sale of sharesto appropriate entities for amounts not to exceed 20% of the
capitalization of the company will be considered on an installment 
payment basis. 

5. Proposals will be reviewed by the Department of Finance & Planningand representatives from other Departments as appropriate.
Questions may be asked and changes may be suggested .by Government. 

6. The selection of a proposal will be made by the Minister ofFinance and Planning and presented to the Cabinet for approval. 

IV
 



Until formal approval by the Cabinet it should be understood
that there is no commitment on the part of Government to sell

shares in a given company.
 

Contents of the Proposal
 

The proposal should consist of two parts of any length containing
 
the following information:
 

Part 	A. A general description of the firm including:
 

1. 
 Name, address, telephone number, and telefax number if available.
 

2. 
A brief history of the firm giving its date, authority, and
legal form of estaLlishment, a brief description of its activities,

and its capitalization.
 

3. 
 The names and brief background of its principles.
 

The firms qualifications as specifically4. 	
as possible describingwhy it should be selected to assist Government in the divestmentof its shares in a given company. Particular expertise or contactswhich a firm or its principles might have related to a particular

industry should be set forth.
 

Part B. A separate Part B should be submitted for each of Governments's
holdings on the list in which the firm is interested in participating,
 
to include:
 

1. 
A valuation of Government's shares in the property along with
a brief description of the method used in arriving at the valuation.
 
2. 
 The firms strategy for placing the shares including, by approximate
percentages, amounts to be placed with the various categories
of PNG investors aforementioned. 
It may be that the firm is
aware of a 
potential sole buyer for the available shares in
a company. 
This 	should be mentioned giving particulars but
without need to disclose a name at this stage unless the buyer
is already a shareholder in the company. Government would,however, require the name prior to the final acceptance of a


Part B proposal of this type.
 

3. 	 Documents needed to be examined should be listed so that theycan be made available. Similarly, documents needed to be preparedby ten firm or a third party such as a chartered accounting

firm should be listed.
 

4. 
 The firm should state whether the proposal reflected in Part
B. is on a firm or on a "best efforts" basis. It might be thatoffers moving from "best efforts" to firm, in stages, would 
be appropriate. 



5. 	 The compensation desired by the firm should be stated either 
as a fixed fee or a percentage of the proceeds. It should be
clearly understood that the fee is to be payable only upon the 
receipt of proceeds of sale (a "success fee" basis). However,
if the transaction lends itself to the partial payment of fees 
as segmi.nts of a transaction are closed, that will be considered.
 

Schedule of events
 

1. 	 This Request for Proposals is being dispatched to you by hand 
on 

2. 	 A bidder should be reverting to the Department requesting
information packages for those companies in which firm is interested 
within a week; (give a contact number in the Department). 

3. 	 Completed proposals, Part A. and Part(s) B. should be received
by Ereman Ragi, First Assistant Secretary, Commerical Investments,
Department of Finance & Planning, Waigani, by February 12, 1987 
at 3 p.m..
 

4. 	 The Department will review proposals, solicit comments, discuss 
them 	with the firm, and seek Minister's approval with a view 
to submitting the selected proposal to Cabinet dining the second 
half 	of March 1987. 

5. 	 Each winning firm will be advised promptly of its selection 
and of Governments commitment to sell provided the terms of 
the proposal are subsequently fulfilled. 

It is hoped that the program will be well under way with a number 
of the transactions closed by June 1. 

Government reserves the right to negotiate a package covering more 
than one company, if necessary, with a merchant bank to insure that 
each of the eight companies is attended to. 



Appendix 2. 

THE INDEPENDEFT STATE OF PAPUA NEW GUINEA 

CONFIDENTIAL
 

Deputy Prime Minister and 
Minister for Fin-unce & Planning 
File:
 
Date:
 

Policy Paper No 
 /86
 

FOR MEMBERS OF THE NATIONAL EXECUTIVE COUNCIL 

SALE OF CERTAIN GOVERNMENT SHAREHOLDINGS 

A. Purpose 

1. 
 To seek Cabinet approval to begin a program to sell or
liquidate the State's interests in a number of commercial,non-critical enterprises to convert non-liquid assets
to cashand thereby gain revenue, and to reduce administrative
 
cost. 

2. To provide an opportunity for the Provinces, superannuationfunds, and the people of Papua New Qinea to participate
in the ownership of these enterprises as desired. 

B. 
 Facts and Considerations
 

1. Background 

1.1 The State owns shares in a number of commercial enterprises. These shares were acquired at various timesfor various reasons; to join with a private sector
partner to promote desired development, to providecomfort to a project sponsor, or to lend State supportfor over-riding social reasons when deemed necessary.
 

1.2 A number of these enterprises are now successful:mature and beyond the development stage. Governmentsupport is no loager needed to assure the successof these businesses. 
Indeed, the oversight responsibilities and Director attendance constitute a drain
 on the material and human resources of the Government
which inmarrs unnecessary expense. 

I/ 



1.3. 	 A second group of companies has not lived up to original
expectations, but it is felt upon analysis that with 
restructuring in private hands a degree of success 
can be achieved and that the State can sell its interest 
without substantial loss and thereby cut costs and 
eliminate further exposure. 

1.4 	 The Ministry contemplates liquidation of third category
companies which are presently inactive or not providing 
the level of services originally intended. This 
will eliminate a further drain of resources. 

1.5 	 The economy as a whole should benefit as private 
sector management efficiencies improve output. More 
aggressive management will, over time, increase the 
economic benefit of the firm. 

1.6 	 This program complements the new framework of investment 
guidelines to which the superannuation funds and 
the Motor Vehicle Insurance Trust are now subject. 
the funds should be investing in common stocks of 
profitable companies to a larger degree than development 
phase companies for the safety of the public. A 
number of the companies being considered in this 
program would qualify as investment grade. 

1.7 	 The program also represents an intermediate step
in the eventual sale of shares to the PNG public 
should plans to create a local stock market proceed. 

2. Recommended Procedure 

2.1 	 Proposals for the sale of the State's interests in 
a given company be elicited from the merchant banking 
and securities trading comiminity. A time limit for 
receipt of proposals will be included, and it will 
be made clear that the proposals elicited are without 
committment on the part of Governnent at this time. 

2.2 	 The Department of Finance and Planning will review 
proposals received and select the most advantageous 
on a company by company basis for presentation to 
Cabinet for its comments and final approval.
 

2.3 	 Following the approval by Cabinet, the efforts of 
the Merchant Bankers will be monitored to insure 
that the transactions are carried out within the 
scope of the proposal and the wishes of the Cabinet. 



2.4 It is anticipated that the costs of this program
will be arranged on a "sucess fee" basis and willbe deducted from the proceeds of sale. Similarly,the costs of liquidating a property will be chargedagainst the resources received from the healthyproperties. This will require the set aside of proceedsof sale in trust until the program is completed. 

C. Views of other Ministries Affected
 

Will be sought in council 

D. Financial Implications
 

1. The State should receive substantial revenue net of costs
 
of sale and the cost of liquidating unproductive properties.
 

2. The Department of Finance and Planning will achieve a substan
tial reduction in administrative overheads.
 

3. Divestiture of Government will reduce the call for additional
capital funds and loan support for improductive or marginal 
concerns.
 

E. Staff Implications
 

There are no adverse staff implications for Government, and thepossibility of reduced staff needs over time if this programis approved and carried to conclusion. 

F. Legislative Implications 

None
 

G. Decentralization Implications
 

The program opens the possibility for Provincial Governmentsto participate in attractive investments in their territory.
 

1I. Political Implications
 

The program can be viewed as politically highly favorable asGovernment is permitting direct paricipation by the Provinces,the Superannuation Funds, and the public in a nuimber of valuableproperties. 
At the same time, Rationalization and efficiency

in Government is being promoted. 

I. Planning Implications
 

The first phase of the program involves privatization fo Governmentownership in commercial concerns where Government involvementis not (or no longer) needed, or there is no over-riding national
interest or service function to be performed. 



J. Previous Policy Reference
 

K. Recommendations 

It is recommended that the Council approve the commencement of
a program by the Ministry of
wise liquidate 

Finance & Planning to sell-off orothera number of Government shareholdingsenterprises. in commercialFurther, it is recommended that these shareholdingbe sold primarily to the pertinent
Superannuation Funds, 

Provincial Governments,
and the Papua New Guinea public. 

JULIUS CHAN 
Deputy Prime Minister and 
Minister for Finance and Planning 



Attachment to RFP 

LIST OF SHAREHOLDERS
 

1. Bougainville Cooper Ltd. 

A well known world class copper property in Bougainville Government 
owns 76,430,809 shares, or a 19.06% interest. Operations are

profitable even with todays lackluster copper prices (1985 after'
 
tax profits of K28.1 million sales of K317 6on million), and
cash flow totalled K75.7 million. Shareholders equity totalled 
K586.5 million on 31/12/85.
 

Shares are traded on the Sydney Stock Exchange with a price of 
$2.90 bid on 9/12/86.
 

Government would like to place 5,000,000 of its shares with PNG

institutions or nationals with a two year hold period. 

2. New Britain Oil Palm Development Pty, Ltd. 

Consolidated company figures for 1985 show revenues of K42 million
and a net after tax profit of K5.5 million. The State holds 
one million share representing a 50% ownership along with Harrisons 
& Crossfields who hold the other 50%. 
The company has a consistant

record of paying dividends. Long term liabilities are modest. 

3. Stettin Bay Lumber Co. Pty, Ltd. 

The State owns 10 million shares representing a 25% interest.
Nissho Iwai Corporation, Tokyo, is the 75% and managing shareholder.-
Capital funds on 31/12/85 wereK3.2 million with long term

liabilitiesof K9.4 million. 
Sales were K11.4 million on which 
the company showed a loss of K1.3 million. 

4. Sea Park Pty, Ltd. 

Sea Park, which is 100% owned by the PNG Government showed lossesin 1985 of K366,000 and accumulated losses to date of K1.3 million.
 
Issued capital was K800 thousand. Its principal assets on land

buildings and a pool. The land lease is in the process of being
divided so that an attractive hotel site can be sold off. 

5. PNG Fish Marketing Corporation Pty, Ltd. 

Latest statements in file are 1983 which show a loss of K429

thousand on sales of KI million. This is 
 a wind up situation. 
Original capital was K100 thousand and losses accunulated to

end 1983 totalled K383 thoLsand. 



6. PNG Forest Products Pty, Ltd. 

Government presently owns 1,660,000 shares, or 50.9% with the
remainder owned by Inchape
intermediary holding company 

Ltd. (49%). The State, through its
 
its shareholding 

PNG Timber Holdings, is increasing
to approximately
to purchase 70%through its commitmentan additional 640,000 new shares and the repurchaseof 485,000 Class C shares from Inchcape.Although the company is now operating profitably, losses through31/12/85 were K10,624,71
 1 leaving a negative capital of K1.5
million.
 

7. New Guinea Marine Products Pty, Ltd. 
Governm.ent owns 670 thousand shares of the company (33%) alongwith Hoksui Corp. (48.4%) and Nippon Suisan Kaisha, Ltd. the
remainder. Net worth is K2,158,346 as of 31/13/85.
made a The companynet profit of K236 thousand on sales of K4.6 million fromfishing operations after depreciation of K220,000.
 

8. Niugini Insurance Corporation 

Formed 10 years ago Niugini Insurance Corporation is 100% Stateowned with K250,000 share capital base. The initial regulatoryK1,250,000 Reserve Fund was K1,922,997 at year end 1985. 
 Profits
for the year were K519,000 after tax of which K317,000 were from
operation. 
A reduction in the provision for the contribution
to the Motor Vehicle Insurance 
as Trust of K396,000 was treatedan increase in profit which in turn increased the tax liability
by K138,000.
 


