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Final Report

Restricted Use Warning

This report was prepared by Kroll at the request of PNG Sustainable Development Program Limited (“PNGSDP”) to whom
it is furnished pursuant to specific terms of engagement and for the sole purpose of supporting PNGSDP’s obligations
under its governance framework to commission an independent assessment of PNGSDP’s performance, effectiveness and
alignment with its mandate during the period of 1 January 2023 to 31 December 2025. This report, and the information
contained herein is intended solely for the private and exclusive use of PNGSDP and only for the purpose set out in the
terms of engagement. Kroll has consented to the publication of this report by PNGSDP on PNGSDP’s website for
transparency purposes and as required under its governance framework. Notwithstanding the foregoing: (i) Kroll assumes
no direct, indirect or consequential liability to any third party for the information contained herein, its interpretation or
applications, or for omissions, or for reliance by any third party or other person thereon; (ii) any other use, communication,
publication, disclosure, dissemination or reproduction of this report by PNGSDP or any other party is strictly prohibited;
and (iii) while this report may be read by third parties, it is not prepared for the purpose of informing decisions by any
person other than PNGSDP.

The findings and observations in this report are based on a defined scope of work, as set out in Appendix A, and were
developed primarily through desktop review of documentation and interviews with selected internal and external
stakeholders. The review did not include transaction testing, forensic examination, audits, site visits, or independent
verification of expenditure, assets, or outcomes on the ground. Accordingly, this report should be read in light of these
limitations. This report does not constitute an audit, assurance engagement, certification, or formal opinion under any
professional, regulatory, or statutory standard. Kroll is not responsible for identifying or forecasting all risks, or for ensuring

PNGSDP’s compliance with laws or regulations. which shall remain the sole responsibility of PNGSDP.

To the extent our findings provided in this report are based on a review of publicly-available records or rely on information
provided by or on behalf of PNGSDP or are received from third-party financial, industry or other sources, such findings, as
presented, rely upon the accuracy and completeness of those records or information, which, unless expressly stated, have
not been corroborated or independently verified by Kroll. Statements herein concerning financial, regulatory or legal
matters are given by Kroll as risk consultants and may not be relied upon as financial, regulatory, investment or legal
advice, which Kroll is not authorised to provide. All such matters should be reviewed with appropriately qualified advisors
in these areas. Kroll does not make any representation that any recommendations identified as part of this report will
bring about the expected outcome and/or be acceptable to PNGSDP’s management or any other stakeholders and/or that
such recommendations would be more successful than other recommendations that could have been formulated and

implemented.

This report does not constitute a recommendation, endorsement, opinion, audit or approval of any kind with respect to
any transaction, decision or evaluation and should not be relied upon as such in any circumstances This report should not
be read as an advocacy document, promotional material, or a public relations communication. It does not seek to persuade

any stakeholder, donor, regulator, or other third party to adopt any particular view, position, or course of action.

This report may also contain material, non-public and/or inside information for the purposes of market abuse or insider
dealing regulations or laws in the UK, US and elsewhere. Such regulations/laws may impose restrictions on what PNGSDP
may do with the information or whilst in possession of the information. It is PNGSDP’s responsibility to assess whether or
not any information in this report constitutes material non-public and/or inside information and to comply at all times

with applicable market abuse or insider dealing regulations/legislation.
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1 Executive Summary

1.1 Scope of work overview

1)

2)

1.2

PNG Sustainable Development Program Limited (“PNGSDP” or “the Program”) engaged
Kroll to conduct an Independent Review to assess its performance, effectiveness, and
alignment with its mandate for the period covering calendar years 2023 to 2025 (“Review
Period”). The scope of work covers the areas set out in the Terms of Reference in Appendix
A.

Kroll’s review was primarily undertaken via a desktop review of documents provided by the
Program and interviews with internal and external stakeholders. The review did not include
testing or review of expenditure transactions or on-the-ground site visits to verify the

nature and legitimacy of expenditure.

Key findings

3)

1.2.1

4)

5)

6)

Kroll's key findings are summarized below, covering the three core elements of the

Independent Review.

Global Context, Market Volatility and Long-Term Fund (“LTF”) Performance

While international geopolitical and economic conditions do not primarily alter PNGSDP’s
investment strategy, they materially affect how, where, and at what cost development
outcomes can be delivered in Western Province and other parts of PNG. These conditions:
a) Increase operational risk and delivery complexity;

b) Elevate the importance of logistics resilience and local capability;

c) Reinforce the value of PNGSDP’s independence and long-term horizon; and

d) Strengthen the case for capital preservation as a development imperative.

In this environment, PNGSDP’s mandate, organizational priorities, and partnership
principles are not only appropriate but increasingly critical to sustaining development
impact in Western Province.

The rules relating to the Long Term Fund (“LTF”) were complied with during the Review
Period. The LTF investments continued to be managed in accordance with the requirements
of the Program’s Investment Policy, based on advice from an external professional
investment advisor and performed well over the Review Period, achieving an annualized

return of almost 12%.
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1.2.2

9)

10)

1.23

11)

12)

13)

14)

15)

Kroll.com

Program Expenditure, Development Impact, and Stakeholder Engagement

Program expenditure was made in accordance with the relevant rules and was funded from
investment income.

Budgetary controls over Program expenditure appeared to operate effectively during the
Review Period.

PNGSDP’s procurement practices, policies and controls have undergone increasing
formalisation during the Review Period, with the intention that they be fully implemented
and embedded over the course of 2026. As procurement is always an area susceptible to
the risk of fraud and corruption, particularly in remote locations, Kroll underscores the
importance of this formalization and the need to fully implement and embed any changes
in processes and controls in as timely a fashion as is practicable.

While the stakeholder engagement framework was not formalized during the Review
Period, PNGSDP engaged with a broad range of stakeholders, as per the requirements of
the Program. PNGSDP has also taken significant steps to formalize the engagement process,
which should see the Program well placed to strengthen the level and effectiveness of

stakeholder engagement going forward.

Strategic Alignment and Governance Effectiveness

Kroll has observed clear attempts to ensure strategic alignment of specific developments
with the strategic objects of the Program, with a clear focus on development projects in
Western Province, although careful consideration is being given to developments in other
parts of PNG.

The key recommendations from the last Independent Review relating to investments
consolidation of the Program’s portfolio have largely been implemented.

PNGSDP’s governance, oversight and accountability frameworks are evolving and maturing,
with a continuing effort to build more maturity into the governance framework over the
Review Period.

While no serious governance or compliance failures were identified to Kroll during the
review, we noted that improvements in governance would be advisable in the following
areas:

®  Compliance oversight

® (Ol policy implementation

®  Whistleblower processes

While formal risk management structures were not in place for most of the Review Period,

it is apparent that PNGSDP is implementing robust structures to manage its risk and
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assurance activities. The effectiveness of these structures is significantly dependent on the
Board and senior management driving risk culture, and the newly appointed Risk and Audit

Lead taking carriage of the day-to-day risk management and assurance activities.

1.24 Assessment of compliance with the Program’s rules

16) Kroll finds that the Program has complied with its rules during the Review Period. Details

are set out in Appendix D.

1.2.5 Recommendations

17) Kroll makes a number of recommendations for consideration by PNGSDP’s senior

management in section 7.
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2 Background and scope

2.1

Background

2.2

18)

19)

20)

PNG Sustainable Development Program Limited (“PNGSDP” or the “Program”) is an
independent entity established to promote sustainable development and improve the
quality of life of the people of Papua New Guinea (“PNG”), with a particular focus on the
Western Province.

In accordance with PNGSDP’s governance framework, PNGSDP commissions an
independent review every three years to assess its performance, effectiveness, and
alignment with its mandate (“Independent Review”).

PNGSDP’s last Independent Review was conducted by EY in 2022. PNGSDP engaged Kroll to
conduct the Independent Review for the period covering calendar years 2023 to 2025

(“Review Period”).

Scope

21)

The terms of reference issued by PNGSDP (refer Appendix A) set out the scope of the
Independent Review, which was required to be carried out on a similar basis and scope to
the 2022 Independent Review, with a focus on the following areas:
a) Global Context, Market Volatility and Long-Term Fund (“LTF”) Performance
i)  Providing high-level commentary on global economic and financial conditions,
including geopolitical tensions, conflicts, trade wars, and market volatility.
ii) Reviewing and summarising the impact of these conditions on PNGSDP’s
investment environment.
iii) Reviewing LTF performance, strategy, asset allocation, and risk management.
b) Program Expenditure, Development Impact and Stakeholder Engagement
i)  Reviewing program expenditure and alignment with PNGSDP’s mandate.
ii) Assessing development outcomes and impact, particularly in the Western
Province.
iii) Reviewing stakeholder engagement and partnership effectiveness.
c) Strategic Alighnment and Governance Effectiveness
i)  Assessing alighment between PNGSDP’s mandate, strategy, and implementation.
ii) Reviewing board and management governance, oversight, and accountability
frameworks.

iii) Assess risk management and assurance arrangement.
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2.3

22)

23)

Kroll’s review was primarily undertaken via a desktop review of documents and interviews
with PNGSDP and external stakeholders. Kroll’s methodology and approach to conduct the
Independent Review is set out in more detail in Appendix B and the list of PNGSDP and
external stakeholders interviewed by Kroll is set out in Appendix C.

Kroll’s assessment of PNGSDP against the Program Rules (“Rules”) is set out in Appendix D.

Limitations

24)

25)

26)

Kroll’s review focused primarily on understanding governance frameworks in place at
PNGSDP based on a desktop review of framework documents and interviews with PNGSDP
stakeholders.

Whilst the Review Period covers 2023 to 2025, as at date of this report, PNGSDP’s Annual

Report for 2025 was not issued. Kroll therefore relied on provisional financial information

provided by PNGSDP, as well as draft metrics in relation to the impact of the Programs for

this period.

Kroll did not:

a) Verify the operating effectiveness of the governance frameworks and associated
controls through a granular review of transactions and processes.

b) Conduct on-the-ground site visits to verify the nature and legitimacy of expenditure by
PNGSDP for its various programs.

c¢) Conductinterviews with PNGSDP program partners, who assist PNGSDP in the delivery
of its programs.

d) Conduct interviews with Western Province residents who are the primary focus of the
programs undertaken by PNGSDP, apart from two Advisory Council members who are
residents of Western Province.

e) Conduct interviews with external stakeholders from Local Level Government,
Provincial Government, OK Tedi Mining Limited and other relevant bodies with whom
PNGSDP engages.
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3 Global Context, Market Volatility and Long-
Term Fund (“LTF”) Performance

3.1

Geopolitical and International Economic Conditions:
Implications for PNGSDP Development Fund Operations
in Western Province

27)

3.1.1

28)

29)

30)

Kroll.com

Global geopolitical and economic conditions shape the environment in which the PNGSDP
delivers development outcomes in PNG’s Western Province. PNGSDP’s Development Fund
impact is realized through place-based investments in education, health, infrastructure,
livelihoods, and enabling services in one of PNG’s most remote, sparsely populated, and
logistically complex provinces. As such, international dynamics matter not primarily
through financial market volatility, but through their effects on delivery risk, cost structures,

partner behavior, and institutional resilience.

Strategic Competition in the Pacific:

Heightened strategic competition between Australia, China, and other regional actors has
increased geopolitical attention on the Pacific. This competition is expressed in-part
through infrastructure financing, development assistance, commercial investment, and
security cooperation. In Western Province, such dynamics influence the availability, design,
and conditionality of externally funded projects, as well as the standards and governance
frameworks under which they are delivered.

For PNGSDP, this environment increases the complexity of partnership management. The
Fund’s Gutpela Community model is premised on coordination, long-term engagement,
and alignment with provincial development priorities rather than short-term project
delivery. Strategic competition risks fragmenting the development landscape, increasing
transaction costs, and placing pressure on local institutions to navigate competing donor or
investor expectations.

These dynamics heighten the institutional value of PNGSDP’s independence and long-term
capital. As a neutral, place-based actor with a sustained presence in Western Province,
PNGSDP is positioned to provide continuity in development outcomes even as external
priorities fluctuate. However, this role also requires careful reputational management to

ensure PNGSDP is not perceived as aligned with any single geopolitical bloc, consistent with
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3.1.2

31)

32)

33)

3.1.3

34)

35)

its Partnership Principles emphasizing transparency, mutual accountability, and alignment

with local needs.

Supply Chain Risks:

Global economic volatility, geopolitical conflict, and disruptions to international shipping
and energy markets increase the risk of supply chain interruptions and fuel price volatility.
These risks translate directly into operational challenges in Western Province, where
aviation fuel and freight logistics underpin the delivery of health, education, and other
community programs.

PNGSDP’s Organizational Development Priorities recognize logistics, infrastructure, and
operational efficiency as critical enablers of impact. Rising fuel costs or interruptions to
supply can materially increase cost-of-service delivery, reduce program reach, and
constrain scalability. In this context, global energy market dynamics and geopolitical shocks
function as indirect but powerful drivers of the Development Fund’s expenditure profile.
These conditions strengthen the case for investments that improve logistics resilience,
including shared infrastructure, improved storage, and partnerships that reduce
duplication across service providers. From a fiduciary perspective, managing supply chain

risk is integral to protecting the real value of development expenditures.

Financial Governance and FATF Grey-Listing Risk:

Potential FATF grey listing of PNG represents a further international risk factor with
implications for PNGSDP’s operations, for the Development Fund in particular. While such
a designation would not directly affect PNGSDP’s offshore investments, it could increase
compliance requirements, slow financial transactions, and raise costs for cross-border
payments and partnerships.

For PNGSDP, which places strong emphasis on governance, reputation, and institutional
integrity, heightened financial scrutiny may increase administrative burdens and lengthen
implementation timelines. This risk intersects with PNGSDP’s organizational priorities
around systems, controls, and compliance capacity. Proactively managing financial
governance risk is therefore essential to maintaining the Development Fund’s effectiveness
as a delivery platform, particularly in remote environments where delays can have outsized

impacts on communities.
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3.14

36)

37)

3.1.5

38)

39)

40)

Aid Volatility and Development Finance Uncertainty:

International geopolitical competition has also contributed to greater volatility in aid
architecture and development finance flows. Shifting donor priorities, strategic
realignment, and fiscal pressures in donor countries can result in sudden changes to funding
availability or program focus.

For Western Province, where service delivery gaps remain significant and population
pressures are increasing, this volatility elevates the importance of PNGSDP’s independent
funding base. PNGSDP’s long-term mandate enables it to act as a stabilizing force,
maintaining continuity in development investments when external funding becomes
uncertain. This stabilizing role is central to the Gutpela Community approach and aligns

with PNGSDP’s emphasis on long-term partnerships and sustainable outcomes.

Border Dynamics with Indonesia:

Western Province’s porous border with Indonesia introduces a distinct set of geopolitical
and security considerations. A longstanding separatist insurgency, population
displacement, political and clan conflict, and rapacious natural resource exploitation result
in policy shifts and regular security incidents on the Indonesian side of the border which,
although unlikely, can potentially disrupt cross-border movement, supply chains, and local
economic activity at least, and create a refugee inflow at most. These risks, although
remote, are worth noting for select development fund operations, given their reliance on
aviation, river transport, and hub-and-spoke service delivery models to reach remote
communities.

Border-related disruptions can affect PNGSDP-supported health patrols, education access,
and infrastructure maintenance by increasing travel restrictions, delaying inputs, or raising
security and insurance costs. The Western Province Integrated Development context
highlights the growing importance of connectivity, logistics, and mobility for service
delivery, underscoring the sensitivity of PNGSDP programs to external shocks affecting
border regions.

For PNGSDP, these dynamics reinforce the importance of decentralized service delivery,
redundancy in logistics, and strong community-level relationships. Investments in enabling
infrastructure and local capability are not only development interventions, but risk
mitigation strategies that reduce reliance on fragile cross-border or long-distance supply

lines.
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3.1.6

41)

42)

3.1.7

43)

44)

Kroll.com

Climate Risk as a Geopolitical and Economic Stress Multiplier:

Although often framed as an environmental issue, climate risk intersects with international
economic and geopolitical conditions in ways that directly affect Western Province.
Extreme weather events, sea-level rise, and climate-sensitive health risks increase the
fragility of infrastructure and logistics networks, compounding the effects of supply chain
disruptions and fiscal stress.

For PNGSDP, climate resilience is therefore integral to protecting both development
outcomes and capital efficiency. Infrastructure and service delivery models that fail to
account for climate risk may require repeated reinvestment, undermining long-term value

for money and increasing pressure on PNGSDP’s income stream.

Summary Implications for PNGSDP:

Taken together, international geopolitical and economic conditions do not primarily alter
PNGSDP’s investment strategy, but they materially affect how, where, and at what cost
development outcomes can be delivered in Western Province and other parts of PNG.
These conditions:

a) Increase operational risk and delivery complexity;

b) Elevate the importance of logistics resilience and local capability;

¢) Reinforce the value of PNGSDP’s independence and long-term horizon; and

d) Strengthen the case for capital preservation as a development imperative.

In this environment, PNGSDP’s mandate, organizational priorities, and partnership
principles are not only appropriate but increasingly critical to sustaining development

impact in Western Province.
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4 LTF financial performance

4.1 Establishment and application of the LTF

Overview of Program Rules

Program Rule 10.1: Establishment of the Long Term Fund

The Company must invest and account separately for the Long Term Fund.

Program Rule 10.2: Application of the Long Term Fund before the Mine Closure Date.

Before the Mine Closure Date, the capital (including previously reinvested income) of the Long Term Fund
must only be applied in the following ways, in the following order of priority:

To the extent the amounts under clauses 9.2(b) and 9.3(b) and that part of the Commitment which is undrawn
are insufficient, to meet Contractual Obligations; or

To the extent the amount under clause 9.2(c) is insufficient, if determined by the board, to meet a call by
OTML in accordance with clause 12.

Program Rules 10.3 and 10.4 relate to periods after the Mine Closure Date (N/A).

45) PNGSDP was assessed as compliant with Program Rule 10.1 during the Review Period, as
the LTF’s funding levels were tracked throughout the Review Period by PNGSDP’s finance
team in internal management accounts, and investment and fund transfer decisions were
presented to the Board by the Finance & Investment Committee and approved at board
meetings, as documented in meeting minutes from the Review Period.

46) During the Review period, income generated was sufficient to meet the Program’s funding
needs, based on review of PNGSDP’s financial statements and accounting records for the
Review Period and discussions with its investment advisor. Therefore, no capital was
withdrawn from the LTF during the Review Period, and therefore no capital was applied in
ways inconsistent with Program Rule 10.2.

47) Table 1 below shows a breakdown of PNGSDP’s income sources, as reported in its financial
statements for 2023 and 2024. The 2025 financial statements remain under preparation,
but preliminary year-end management accounts provided for review list income of USD
263.1 million derived from investment gains, dividends, and interest, and expenses of USD
57.5 million.
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TABLE 1 PNGSDP Revenue as reported in financial statements

2024 (USD millions) 2023 (USD millions)
Fair value gains on financial assets, at FVPL 160.2 164.9
Interest income from commercial papers, certificates of 22.8 14.9

deposits, bonds and cash balances

Dividend income from In-house Managed Funds 0.3 5.0
Subtotal: Investment income 183.3 184.8
Rental income - 0.3
Subtotal: Income from other activities (net) - 0.3
Total income 183.3 185.1
Total expenses (69.8) (56.7)

4.1.1 Investment of the LTF

Overview of Program Rules

Program Rule 10.5: Investment of the Long Term Fund

Pending the application of monies of the Long Term Fund to the purposes in clauses 10.2 and 10.3, the Long
Term Fund must be invested in low risk investments as determined by the Board.

Program Rule 13.1: Investment policy and investment guidelines

The Chief Executive Officer must prepare a draft investment policy and investment guidelines for investment
of the funds of the Program. The policy must be consistent with these Rules and include targets and
benchmarks for investment performance. The guidelines must set out the way in which the Company is to give
effect to the investment policy.

Program Rule 13.2: Approval of investment policy and guidelines

The Chief Executive Officer must submit the investment policy and guidelines to the Board for approval. The
Board must approve an investment policy and guidelines (which may be the draft submitted, amended as the
Board determines).

Program Rule 13.3: Review

The Board must review the investment policy and guidelines at least once every Accounting Year (other than
the first Accounting Year).

Program Rule 13.4: Investments to be consistent with policy and guidelines.

Investments made by the Program must be consistent with the investment policy and the investment
guidelines in force at the time the investment is made.

48) The Program’s current LTF Investment Policy Statement sets out objectives, investment
principles, and spending rules specifically requiring compliance with the Program Rules, and
policies related to asset allocation, benchmarking, and risk management, and is assessed
as compliant with Program Rule 13.1.

49) The process to revise the investment policy involved engagement with Cambridge
Associates (“CA”), PNGSDP’s management, the Finance & Investment Committee and the

Board during the Review Period, and the Board reviewed, discussed, and approved the
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50)

4.1.2

51)

52)

53)

54)

4.1.3

55)

56)

57)

Kroll.com

revised policy and key investment-related decisions, in compliance with Program Rules 13.2
and 13.3.
CA staff were involved in the revision of the LTF Investment Policy and were familiar with
its objectives and requirements during interviews with Kroll. Based on a review of relevant
documents, the Program’s investments are assessed as compliant with Program Rules 10.5
and 13.4.

Cambridge Associates Investment Advisory Services

During the Review Period, CA provided investment advisory services to PNGSDP under the
terms of an ongoing advisory engagement.

CA’s role is advisory in nature and primarily comprises researching and vetting investment
managers to be able to recommend them to clients, including PNGSDP.

CA engaged regularly with PNGSDP’s governance and management during the Review
Period to provide portfolio updates, investment recommendations and advisory support,
including training provided to the Board as required.

CA staff reported in interviews that they had seen a progressive uplift in the level of
investment acumen and commercial experience at the Board level since the start of their
mandate over ten years ago, and complimentary upgrades in skillset across the directors in
both operational and investment awareness. In their view, this has contributed to more
robust conversations around investing and spending decisions at Board meetings; a higher
level of engagement with and assurance over CA’s delivery against the investment advisory

agreement; and more rigorous and in-depth annual reviews of PNGSDP’s Investment Policy.

LTF investment strategy and performance

PNGSDP’s investment policy statement contains strategic asset allocation targets for the
portfolio, with the following long-term targets: 85% of the portfolio should be dedicated to
growth assets, including equity, private investments, diversifiers, and real assets, and 15%
dedicated to defensive assets, comprising fixed interest and cash products.

CA staff indicated in interview that the strategic asset allocation targets have evolved over
time in response to prevailing market conditions, while remaining broadly stable during the
Review Period.

The LTF portfolio is broadly diversified and geared to long-term growth, in line with the
investment policy. CA’s advisory strategy, as communicated in interviews with CA staff, was
designed to be resilient against downside risk posed by any one fund manager or by short-

to medium-term geopolitical or macroeconomic developments.
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59)

60)

61)

58) The Investment Policy Statement establishes parameters for allocation to private

investments, and that CA applies an established investment and operational due diligence
process in the selection of managers in this asset class, including a qualitative assessment
of managers’ decision-making and skillset; comparisons of organic value-add against gains
delivered through over-leveraging; and an in-depth review of individual holdings.
PNGSDP’s Investment Policy Statement mandates the Finance & Investment Committee to
explore institutional quality ESG-conscious managers in searches, if available, and to
consider including them in the portfolio if they demonstrate comparable investment
characteristics to non-ESG managers. CA staff reported in interviews that they incorporate
searches for ESG options in all manager searches conducted for PNGSDP, and that they
recommend ESG managers when the returns are equal to or better than the non-ESG option
available. During the Investment Policy revision process , CA presented to PNGSDP on how
ESG considerations were embedded in the LTF portfolio, ESG considerations in CA’s due
diligence process, and how the managers in the portfolio were mapped against external
ESG metrics.

The LTF’s investment performance was strong over the Review Period. Based on a sample
of quarterly and monthly reports reviewed from the period and PNGSDP’s financial
statements, the LTF’s investment performance exceeded the long-term return target from
PNGSDP’s Investment Policy during the Review Period. The December 2025 monthly review
provides an annualised three-year lookback showing performance of 12.9% per annum for
total assets. Including PNG Assets, the annualised three-year look back performance was
11.9%. On an overall basis, this was above the CPI+4% metric of 7.4% per annum for the
same period.

The Investment Policy states that performance should also be assessed using benchmarks,
including comparing the LTF’s performance against peer endowments, evaluating the
performance of individual managers using a weighted blend of indices, and measuring the
performance of each asset class in the portfolio against specific indices for those asset
classes. CA provided updated benchmarking in each quarterly report to PNGSDP that was
reviewed. CA staff explained in interviews that the benchmarks selected for inclusion in the
Investment Policy were the result of robust conversations between CA and the PNGSDP
Finance & Investment Committee and the Board during the revision process. The peer
endowments benchmark was developed in-house by CA, building on their longstanding
expertise advising endowments on investment strategy and was comprised of data from
over 400 endowments, filtered by size to create a pool of comparable peer endowments
for PNGSDP.

Kroll.com | FINAL REPORT Page 15



E— KROULL

62) The LTF also holds certain investments in PNG-based assets, which are managed by PNGSDP

with input from CA in the form of independent review or advice where appropriate.
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5 Program Expenditure, Development
Impact, and Stakeholder Engagement

5.1 Program expenditure

5.1.1 Plans and budgeting

Overview of Program Rules

Program Rule 14.1: Plans and budgets

The Chief Executive Officer must prepare a draft plan and budget for each Accounting Year (other than the
first Accounting Year). These must set out:

The nature of the Projects to be supported during the Accounting Year;

The Chief Executive Officer’s estimates of the income and expenditure of the Program for the Accounting Year;
An allocation of the proposed expenditure for each kind of Project (including size and scales) proposed to be
supported; and

Any other matter the Chief Executive Officer or the Board determines to include in the plan or budget.
Program Rule 14.2: Approval of plan and budget

The Chief Executive Officer must finalise the draft plan and budget for each Accounting Year (other than the
first Accounting Year), who must submit it to the Board for approval. The Board must approve a plan and
budget for each Accounting Year (other than the first Accounting Year) (which may be the drafts submitted
with such amendments as the Board determines).

Program Rule 14.3: Cap on administrative costs after third Accounting Year

The budget prepared by the Chief Executive Officer for each Accounting Year after the third Accounting Year
of the Program must reflect that the portion of the Operating Expenses attributable to the operation of the
Company (but not to the running of the Program) should not exceed 15% of the average annual Income of the
Program during the immediately preceding 3 Accounting Years.

Program Rule 14.4: Plans and budgets to be adhered to

The Chief Executive Officer must adhere to the plan and the budget approved by the Board for an Accounting
Year unless the Board otherwise directs. The Board may vary a plan or budget during an Accounting Year.

5.1.2 Preparation and approval of annual budgets

63) Annual forward-looking budgets were prepared for each year in the Review Period. They
were approved by the Board at annual meetings in compliance with Program Rules 14.1
and 14.2.

64) During the Review Period, PNGSDP’s budget preparation process usually commenced in
August, according to interviews with PNGSDP staff. Each Program Lead prepared an initial
budget proposal for their area, and after consolidation by the finance team, PNGSDP
management would undertake an iterative process of validation and discussion of the
proposals, to arrive at the figures in the final proposals to the Board.

65) The budget documents prepared during the Review Period contained separate proposals
for operating expenses, committed outlays on existing projects, proposed extensions of

existing projects, and in 2025, a specific breakdown for proposed infrastructure spending
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and capital expenditure. The program spending budgets were clearly delineated into
categories aligning with the Program’s operational groups focusing on health, education,
livelihoods, and infrastructure.

66) In accordance with Program Rule 14.1, the budget proposals included information on the
nature of projects to be supported, estimates of Program expenditure, and proposed
allocations of proposed expenditure for each kind of project.

67) The Board’s Finance & Investment Committee provided regular updates on disbursements

of Program income according to Board meeting minutes from the Review Period.

5.1.3 Administrative expenditure cap

68) As laid outin Program Rule 14.3, “the portion of the Operating Expenses attributable to the
operation of the Company (but not to the running of the Program) should not exceed 15%
of the average annual Income of the Program during the immediately preceding 3
Accounting Years.”

69) Program staff confirmed in interviews that the budgeting process took this rule into account
and that the finance team monitored compliance on a monthly basis as part of their regular
month-end activities. Calculations made on the basis of figures from PNGSDP’s annual
reports, budgets, and internal accounting records confirm that administrative expenses.

TABLE 2 Admin expenses cap compliance calculations

Average annual Admin expenses | Admin/income | Operating Opex/income
income of prior 3 from financial percentage expenses budget | percentage
years (USD statements (USD total (USD
millions)? millions)? millions)
2025 129.6 5.9 4.53% 6.83 5.22%
2024 132.8 6.0 4.51% 6.6% 4.98%
2023 134.8 5.7 4.24% 5.8° 4.33%

5.1.4 Adherence to budgets

70) Program staff confirmed in interviews that budget vs. actual variances were monitored on
aregular basis at the individual project level during the Review Period, and large differences

would need to have variances approved. This is in line with Program Rule 14.4, which states

1 Data from PNGSDP’s financial statements

22025 data is a provisional figure from internal management accounts as the 2025 financial statements remain under
preparation. Prior year data is from PNGSDP’s financial statements

32025 budget figure from 2026 forward-looking budget

42024 actuals figure from 2025 forward-looking budget

52023 actuals figure from 2024 forward-looking budget
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that the board may vary a plan or budget during the year, and that the existing plan or
budget must be adhered to unless the board directs otherwise.

71) Review of sample Board meeting minutes shows Board sign-off was sought and obtained
both for additional expenditure on existing projects and for new funding requests.

72) The annual budget submissions to the Board for the Review Period contained both forward-
and backward-looking figures, providing the Board with visibility of budget, forecast, and
actual figures for both operational expenses and project spending.

73) Areconciliation of budgeted vs. actual expenditure per pillar (broken down into Livelihoods,
Education, Health, Infrastructure, and Community Development) conducted by the
Program finance team shows that total drawdowns were under or at the annual budget
caps for each pillar and each year in the Review Period.

74) A project-level reconciliation document was also maintained by the Program finance team
throughout the Review Period, and shows detailed tracking of projects by pillar, with
recording of board approval dates, budget vs. actual figures, and cross-referencing to

general ledger codes in PNGSDP’s accounting software.

5.1.5 Distributions by the Program and application of income

Overview of Program Rules

Program Rule 8.1: Distributions limited

No distributions or payments must be made by the Company, and no person having control over funds of the
Program will permit any funds of the Company to be applied, except in accordance with clauses 9, 10, and 12.
Borrowed funds may be applied only as permitted by the terms of the relevant loan agreement and for any of
the purposes contemplated in clauses 9, 10, and 12.

Program Rule 8.2: Method of application of moneys

Subject to these Rules, moneys available for the Program may be applied to the purposes referred to in clause
9.2(e) and to Sustainable Development Purposes in any one or more of the following ways:

By direct grant, either with or without conditions;

By direct or indirect investment;

By making loans, with or without security;

By providing or arranging for the provision of other resources; and

By contributing to other funds or organisations having purposes consistent with the Objects.

These forms of support may be provided on an annual, quarterly, or ad hoc basis. The provision of money for
each Project must be on an instalment basis, each instalment being dependent upon the project meeting
appropriate thresholds, which must be set out in the Funding Agreement. In addition to the provision of funds,
the Company may give guarantees to enable beneficiaries to access funding from other sources and may
make payments in accordance with those guarantees.

Program Rule 9.1: Definitions for the application of income received

Program Rule 9.2: Application of Distributions received before the Mine Closure Date
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75)

5.1.6

78)

79)

Kroll.com

Note: Distributions refer to “(a) any dividend declared by OTML and to which the Company is entitled from
time to time in respect of the Shares; and (b) any other money to which the Company becomes entitled from
OTML from time to time in respect of the Shares,” therefore not applicable due to the cancellation of the
OTML shares before the commencement of the Review Period.

Program Rule 9.3: Application of Investment income before the Mine Closure Date

If and to the extent that Distributions applied under clause 9.2 and that part of the Commitment which is
undrawn are insufficient, investment income received by the Company on the Long Term Fund before the
Mine Closure Date must be applied as follows, in the following order of priority:

To the Operating Expenses for the next 6 months in accordance with the budget approved by the Board from
time to time;

To meet Contractual Obligations (excluding payments under the Funding Facility Deed) to the extent that they
are due and payable when the income is received; and

If determined by the Board, to meet a call by OTML in accordance with clause 12,

With the balance to be added to and form part of the Long Term Fund.

Any income from investment of the money applied to the Current Purposes Allocation will be added to the
Current Purposes allocation. “Current Purposes Allocation” as defined in clause 9.1 means the balance of the
Distribution after amounts have been applied under clause 9.2(a), 9.2(b), 9.2(c) and 9.2(d) (all N/A).

Program Rules 9.4 and 9.5 relate to periods after the Mine Closure Date (N/A).

SDP’s annual reports, financial statements, and budget proposals allocate SDP’s income to
operating expenses and to funding for development projects. A review of sample contracts
shows that SDP allocated project funding either by grant, investment, loan,
providing/arranging for the provision of services, or contributing to other funds or

organisations, as provided for under Program Rules 8 and 9.

76) The sample funding agreements reviewed included fee schedules with payments to be

made in instalments on completion of specific milestones, in accordance with Program Rule

8.2.

77) Throughout the Review Period, project leaders were required to approve and countersign

each invoice prior to payment, certifying that all required conditions or milestones for the

payment were met, according to interviews with Program staff.

Formalisation of procurement policies and procedures

Discussions with Program staff indicate that PNGSDP’s procurement practices have
undergone increasing formalisation during the Review Period. Previous procurement
processes were bespoke to the operations in place at the time. PNGSDP staff were focused
on engaging with suppliers with whom they were familiar and who were of good standing
in the community.

Given the increasing volume of transactions and number of suppliers during the Review

Period, PNGSDP management developed new policies for procurement and supplier vetting
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80)

81)

5.1.7

82)

83)

in 2025. These policies will be implemented and embedded over the course of 2026 and
PNGSDP staff plan to conduct a roadshow and ongoing training for staff across the Program
on the new requirements. PNGSDP also plans to expand the size of its finance team and to
establish a dedicated procurement team to implement these policies, according to
interviews with finance staff.

PNGSDP’s procurement policy lays out several core principles and policy directives relevant
to procurement activities, sets thresholds with corresponding minimum quotation
requirements and progressive levels of vetting processes required, allowable exemptions,
and other considerations in line with PNGSDP’s development mandate and the
practicalities of procurement in isolated regions, including local content and gender data
collection and allowable uses of third parties in procurement or exclusive suppliers.

To support the policy, PNGSDP also developed more detailed procedures for procurement
at the various thresholds, tenders, and supplier vetting. The supplier vetting procedure sets
out levels of due diligence to be conducted depending on the nature of the supplier, and
approval mechanisms at various levels of seniority within PNGSDP, again calibrated to the
nature of the supplier and the inherent risk posed. Results of supplier vetting will be stored
in a supplier database, which is currently under construction and will be managed by the

finance team.

Key finance-related risks and controls over program expenditure

Several related areas of risk in program expenditure emerged in discussions with the
Program finance team, related to the purchase to pay process, inventory tracking, and the
use of cash. All of these risk areas are primarily driven by the high percentage of Program
expenditure in remote areas with a comparatively low level of financial inclusion and
infrastructure. PNGSDP staff demonstrated a depth of knowledge about the risks and
provided examples of ongoing work to mitigate them. Each of these risks are discussed

below.

Purchase to pay and inventory tracking:

The first risk area arises out of several related operational challenges, including the
procurement of items being delivered to rural sites in the Western Province, the tracking
of inventory levels, custody over the assets and warehousing arrangements once the items
are delivered. The items include vehicles, fuel, personal protective equipment (“PPE”),
medical supplies, and other small inventory purchases, and their value is generally far below
PNGSDP’s materiality threshold.
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84)

85)

86)

87)

88)

89)

Program staff indicated in interviews that under PNGSDP’s established bookkeeping and
accounting procedures, most of these purchases are expensed and the items are not held
on PNGSDP’s balance sheet as inventory assets, as they are intended to be used in the
course of the Program’s development and aid work. Nevertheless, the PNGSDP
management team expressed its intention to improve record-keeping and monitoring of
the purchases as part of PNGSDP’s commitment to stewardship.

This work started during the Review Period with the drafting and approval of the new
procurement policy and related procedures, as discussed above. The PNGSDP team is also
planning to improve controls over inventory levels by storing inventory in its own
warehouse and by implementing a new enterprise resource planning (“ERP”) software
package. A new IT manager was hired in 2025 to work on the transition from the Program’s

existing accounting software package.

Use of cash:

The second key finance-related risk area in Program procurement and expenditure is the
use of cash. PNGSDP pays all recurring suppliers via online bank payments, but during the
Review Period it was required to use cash in remote areas, for example to pay day labourers
who do not have bank accounts.

The PNGSDP’s finance team is aware of the security and financial risks posed by the use of
cash, and controls are in place to mitigate these risks. Armed guards are used to help
transport cash when needed, whether in Port Moresby between the office and the bank,
or in transit to project sites via passenger aircraft. Cash custodians are in place at each
location where cash is distributed, and these individuals are required to produce weekly
and monthly cash reports to the finance team, who conduct regular reconciliations and
checks that all expenditure has been signed off. This includes forms signed by all day
labourers paid in cash, signifying that they have received the funds they were owed.
PNGSDP finance team staff were confident in the effectiveness of these controls and
described one specific incident during the Review Period in which cash reports were not
received on time from one cash custodian, leading to Port Moresby office staff travelling to
that location to clarify the situation in person.

Efforts to reduce the use of cash are in progress, notwithstanding the difficulties posed by
geographical isolation. This includes the use of local agents present in some of the locations
in the Western Province where the Program operates, to reduce the amount of cash
Program staff need to transport by plane. These agents offer a prepaid account service,
where PNGSDP staff can load funds into an online account and then withdraw cash from

the agents at their shops in the remote locations. The Program’s financial inclusion
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5.2

initiatives have also supported more locals in these locations to open bank accounts. This

means that if they do work for PNGSDP projects, they can be paid by bank transfer.

Development impact

90)

91)

92)

93)

This section sets out Kroll’s assessment of the Programs, in relation to the development
outcomes and impact, particularly in the Western Province, based on interviews with
program heads and reviews of relevant documents.

While Kroll was not able to reliably assess the development outcomes and impact of the

Programs, Kroll has instead provided an overview of the efforts taken by the Program

during the Review Period to effectively measure outcomes and impact.

As required by the Section 19.1 of the Program Rules, the Annual Reports must include “a

report on the results of monitoring and review of Program supported Projects during the

Accounting Year”. The 2023 annual report included commentary and high-level statistics

across the Programs, which appeared to be further enhanced in the 2024 annual report.

While the 2025 annual report has not been issued at the date of Kroll’s report, PNGSDP

provided artefacts to show:

a) It has an ongoing focus on measuring the effectiveness of its programs; and

b) Draft results from measurement of performance indicators for its programs.

Discussions with the Program Directors indicate that monitoring the effectiveness and

impact of the various Programs has been a journey for PNGSDP, where there is a continuing

focus to develop and refine the approach, including the use of objective measurement
metrics. Examples of these include:

a) Health Programs — direct measurement metrics such as number of health patrols,
number of communities reached, utilization of labour room facilities and broader
macro indicators as may be collected with the assistance of the local level and
provincial government such as vaccination rates, infant mortality rates etc.

b) Education Programs — ongoing updates provided by the Kokoda Track Foundation
(“KTF”) which included measures such as percentage of students who completed the
end of year exams, assignments completed by students for marking and assessment,
trend in enrolments etc. The updates also included an overview of the various
Education Program initiatives across various regions in the Western Province.

c) Livelihoods — measures being tracked by specific initiatives, such as number of jobs
created, number of youths employed, average income rates, numbers of participants

(such as farmers/households) etc.
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94) In November 2024, the Board approved PNGSDP’s Results Measurement Framework to
measure and communicate the results from the various Programs. The Results
Measurement Framework:

a) Acknowledges the challenges and nuances in the ability to accurately measure impact
of the Programs.

b) s aligned with PNGSDP’s vision, mission and strategic areas of focus comprising the
Health, Education and Livelihood Programs and the underlying issues common to all
three (i.e. law and order and climate change).

c) Sets out goals for each of the issues, the overarching pathways to deliver the goal, and
results which set out specific outcomes which PNGSDP would expect to see as a
measure of success.

d) Notes that by rigorous measurement through the framework, the results and
indicators would provide meaningful data about the value of its work.

95) Inlate 2025, PNGSDP provided a quarterly update to the Board in the form of a monitoring
and evaluation quarterly results dashboard as a proof of concept. The objective of this was
to provide the Board with a:

a) Consolidated view of PNGSDP’s Program performance and impact against the Results
Measurement Framework headline indicators.

b) Monitor community outcomes and delivery against the annual plans and budgets.

96) The above document further references:

a) The intention to use an integrated Management Information System.

b) Improving reporting processes aligned to the Results Measurement Framework.

c) Improving data timeliness and ensuring data credibility.

d) Working towards automated, near real-time reporting.

97) Review of the performance metrics set out in various artefacts provided by PNGSDP
indicate a general positive trend in relation to the impact of the Programs for the Western
Province community. A small selection of examples is provided below, noting PNGSDP
measures a wide-ranging set of indicators across the host of Program activities it
undertakes.

TABLE 3 Overview of actual metrics reported by PNGSDP during the Review Period

Health Aerial Health Patrols — increased from supporting 2023 and 2024 Annual Reports
42 airstrip communities and 19 highly populated
river communities to 42 airstrip communities and
33 highly populated river communities.
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76.3% decrease in malaria cases compared
to 2022.

100% of the Malaria program across the entire
Western Province is funded by SDP.

KROLL

2023 and 2024 Annual Reports

Health

Aerial Health Patrols — In 2024 reached over 75,000
people and in 2025 over 90,000 people.

2024 Annual Report and 2025 draft
statistics provided by PNGSDP

Health

In 2019, 1 team serving 6 communities NOW
2024 12 teams serving 74 communities and
60,000 people

SDP Heath Partnership Programs,
report by the CEO

Education

SDP’s Flexible Open Distance Education (“FODE")
centers offered opportunity to 1,316 students
in 2024, an increase of 65% on 2023

2024 Partnership
Impact Report, KTF

Education

“The number of students achieving a GPA above
2.4 increased substantially from 97 in 2023 to 185
in 2024, and those with a GPA above 2.0 rose from
184 to 349. The Western Outreach FODE (Tabubil,
Kiunga,and Daru), established in 2023 with 108
students, has expanded its reach through patrol
services, enrolling an additional 242 students from
grades 8 to 12 in isolated communities.”

2024 Partnership
Impact Report, KTF

Education

KTF Total number of grade 7 to 12 students
enrolled for FODE increased from 1,750 in 2024 to
2,097 in 2025.

2025 draft statistics provided by
PNGSDP

Livelihoods

“Within six months, we purchased and shipped
377 tonnes of rubber at a price of K1 per kilo,
disbursing K377,000 into the local cash economy.
We have target collections of 300 tonnes of rubber
per month across three buying stations in Kawito,
Lake Murray, and North Fly by the end of 2025”

2024 Annual Report

Livelihoods

SFA Direct Employment — 250 local jobs created
between January and October 2025.

Monitoring & Evaluation Quarterly
Results Dashboard November 2025.

Livelihoods

Youths engaged increased from 500+ in 2024 to
2,650 in 2025.

the trend in indicators.

implementation of its results management framework.
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2025 draft statistics provided by
PNGSDP

98) While the results dashboard is still in process, progress has been made towards depicting

99) In summary, through the Review Period, PNGSDP has demonstrated an ongoing
commitment to refine and develop its ability to measure and report the outcomes and

impacts from its Programs. Continued effort would be required for the successful
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5.3 Stakeholder engagement

Overview of Program Rules

“19. Stakeholder involvement

19.1 Stakeholder engagement

The Chief Executive Officer will:

(a) identify, and maintain a database of, key stakeholders taking into account advice from the Advisory

Council; and

(b) ensure key stakeholders are regularly updated by Program staff regarding the progress of the Program”
100) During the Review Period, there was no formal database of key stakeholders maintained by

PNGSDP, this was however developed for use going forward.

101) Discussions with the CEO indicate that PNGSDP engages with stakeholders on an ongoing
basis but that much of the communication on the ground that has occurred was not
documented. However, the structure for managing key stakeholders is being developed
and formalized, including the recent development of a formal database of key stakeholders.

102) While there was previously a focus on the mine extension process with OK Tedi and
managing expectations from land-owners, stakeholder engagement currently focus more
on the Western Province community, including District and Local Government. PNGSDP’s
Communications Relations team is charged with managing relationships at this level and
PNGSDP is in the process of setting up an online system to allow teams who interface with
stakeholders at all levels to capture relevant data. This should strengthen stakeholder
engagement and make it more effective.

103) The Stakeholder Manager manages National stakeholders, including OK Tedi and other key
development interests.

104) Discussions with Advisory Council members indicate that there is ongoing engagement with
the Local Level Government and Provincial Government across PNGSDP’s Programs, and
PNGSDP has strong relationships with these stakeholder groups.

105) Advisory Council members also indicated that PNGSDP’s role is being recognised as a
strategic partner to improve outcomes for the Western Province, demonstrated by
reference to PNGSDP’s role in the Western Province Integrated Development Plan (2023 -
2027).

106) Noting the previous litigation matters, Advisory Council members said there has been more
acceptance of the role of PNGSDP over the recent years, which has been strengthened by
PNGSDP’s ongoing investment in infrastructure and service hubs in the Western Province.
There is now a more positive perception that PNGSDP is a “wealth creator” through the
investment activity of the LTF while at the same time being viewed as a “wealth distributor”

through the various Programs it undertakes for the community.
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a)

b)

c)

d)

107)Kroll was provided with a range of artefacts demonstrating broad engagement with
relevant internal and external stakeholders in the Review Period.

108) PNGSDP’s 2026 Stakeholder Engagement plan, which is still under development, sets out:

The overarching objectives of the plan and process, which includes aspects such as the
need to protect PNGSDP’s reputation and social license to operate in the Western
Province, the stakeholder list and map requiring to be continuously updated, and its
interplay with PNGSDP’s annual engagement plan, quarterly board and monthly
management meeting, and the engagement outcomes and reporting.

The engagement approach and a high-level stakeholder map for PNGSDP, setting out
groups of stakeholders based on their ability to influence PNGSDP’s activities and/or
the Western Province and level of concern or involvement with PNGSDP’s activities
and/or the Western Province.

Overarching engagement/meeting frequency intended on an annual basis with the
stakeholder groups and outcomes to be shared.

A list of key stakeholders.

109) In summary, while the stakeholder engagement framework was not formalized during the
Review Period, PNGSDP engaged with a broad range of stakeholders, as per the
requirements of the Program. PNGSDP has also taken significant steps to formalize the
engagement process, which should see the Program well placed to strengthen the level and

effectiveness of stakeholder engagement.
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6 Strategic Alignment and Governance
Effectiveness

6.1 Strategic alignment

Overview of “Objects”

110) The Memorandum and Articles of Association at 3(i) identify the objects of the Company as

... to promote development within, and advance the general welfare of the people of, Papua New
Guinea, particularly those of the Western Province of Papua New Guinea, through supporting programs
and projects in the areas of capacity building, health, education, economic development,
infrastructure, community self-reliance and other social and environmental purpose for the benefit of
those people.

111) The objects here can also be described diagrammatically.

FIGURE 1 - Extract from 2025-2030 Strategy Gutpela Community

R o i oo segrors | S J e covc
PRINCIPLES
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112)In assessing strategic alignment of the project, we consider separately each aspect of the
objects above.

“To promote sustainable development within, and advance the general welfare of the people of, Papua
New Guinea”

113) PNGSDP’s mandate is to build healthy, educated and more resilient communities in
Western Province in line with provincial government plans by focusing on education, health
and livelihoods as pathways to helping people improve their lives (PNGSDP’s 2024 Annual

Report, pg. 1).
114)Since its relaunch in 2019, PNGSDP has developed internal capabilities and learnings to

ensure alignment with its objects. The application of these capabilities is exhibited through

various projects; a good example, for current purposes, is the contribution to the Gutpela
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Community, where development has been aligned with three areas of community need:

health, education and livelihoods.

115) For the Gutpela Community, there has been alignment with four operational principles:

a) Effective Intervention: Design pragmatic programs that catalyse change.

b) Systems Strengthening: Advocate for and enable effective systems empowering
communities, especially women, girls and youth.

c) Sustainable Operations: Support sustainability of programs that can operate over the
long term, achieving scale, value for money, generating co-investment, and
responsible ESG.

d) Internal Capacity: Identify and strengthen internal capability, including people,
process, systems and tools.

116) From the materials available, we observe clear attempts to ensure strategic alignment of
specific developments with the strategic objects.

“... particularly those of the Western Province of Papua New Guinea”
117) There has been a clear focus on development projects in Western Province, although the

Chairman acknowledged in his interview that as the PNGSDP’s activities expand, careful
consideration is being given to developments in other parts of PNG. Such projects are
clearly contemplated by the wording of the object above.

“... through supporting programs and projects in the areas of capacity building, health, education,
economic development, infrastructure, community self-reliance, local community leadership and
institutional capacity and other social and environmental purposes”

118) In assessing compliance with this part of the object, we have considered the diversity of the

PNGSDP project list. Projects fall within the following areas -

HEALTH

119) Health Patrols: aerial health patrols across Western Province to deliver (among others)
malaria cure assistance, respiratory disease handling, well baby clinics, maternal & infant
care, and family planning.

120) Public-private partnerships in Health: PNGSDP has (for example) supported the
construction and operation of drug distribution centers, at Balimo Hospital and Morehead
Health Centre.

EDUCATION

121)Balimo College: PNGSDP in its budget has funded the School of Teaching and Nursing, which
has achieved formal recognition as a Higher Education Institute by the Department of
Higher Education, Research, Science and Technology of PNG.

122) Flexible Open Distance Education (FODE): The Western Outreach FODE (covering Tabubil,
Kiunga, and Daru), was established in 2023 with 108 students, and has expanded its reach
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through patrol services, enrolling an additional 242 students, from grades 8 to 12, in
isolated communities.

123) Professional teacher development: PNGSDP in its budget has funded professional
development for teachers through e-learning resources.

124) The Hon. Roy Biyama Balimo Academy: Balimo is a model school, which was opened in
2024 with 160 students from the greater Balimo area. It provides kindergarten to Grade 12
education, in a “best practice teaching environment”, and is attracting experienced

educators from across PNG.

LIVELIHOOD

125)South Fly Agribusiness: PNGSDP partnered with 200+ local workers to create an
Agribusiness that is successfully producing harvest crops including vanilla, rubber, and
cocoa. Pursuant to PNGSDP’s 2024 Annual Report, we note that there are 200+ local
workers employed by South Fly Agri (SFA), which is a joint venture established by PNGSDP

in partnership with Innovative Agro Industries to oversee the agribusiness operations.

126) From the materials we have been able to review, we observe that PNGSDP has achieved
diversity in the range of development projects undertaken.
127)In assessing strategic alignment, we have also considered the extent to which specific
recommendations from the 5th Independent Review have been addressed. Those
recommendations include:
a) A revised funds management approach with the objective of boosting income while
better managing risk
b) Animproved cost management discipline through new management practices
c) Project relaunch, with fewer projects, focused on health, education, infrastructure,
and livelihoods in the cash economy
d) Restructured project delivery, with greater involvement of partners and less in-house
execution
e) Organisation development, with greater focus on recruiting and developing PNG
nationals, and ‘on the ground’ presence in Western Province
128) From a review of the materials provided, our overall assessment of the extent to which
those recommendations from the 5™ Independent Review have been addressed is below:
a) PNGSDP has restructured its investment strategy since 2022, prioritising diversification
and improved risk management (as evidenced in public statements and internal

reporting).
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b) The organisation has increased financial discipline and adopted more conservative
investment parameters, consistent with the 5" Independent Review’s direction to
“better manage risk while boosting income.”

c) Stronger treasury oversight and clearer investment policy frameworks indicate
alignment with the recommendation.

d) PNGSDP has consolidated its portfolio into four integrated pillars—Health, Education,
Livelihoods, and cross-cutting issues, matching the recommended thematic areas.

e) The current Program portfolio shows a disciplined, streamlined set of programs rather

than a broad, fragmented portfolio.

6.2 Governance effectiveness

6.2.1 Governance Structure and Improvements

129) PNGSDP’s governance, oversight and accountability frameworks can best be described as
evolving and maturing. The Program has recently strengthened its senior management
team with the appointment of new executives in roles of CEO and CFO. Both of these
executives have relevant experience and are focused on further maturing the governance
framework. Recent changes to the Board have seen diversification through the
appointment of new directors with relevant skills and experience, including in the
investment field.

130) Key Board committees include Audit & Risk, Finance & Investment, and Programs, each of
which has an appropriate charter addressing aspects such as purpose, membership and
appointment, scope of responsibility and procedures. The Board committees meet
periodically (three to four times a year) and provide relevant input to the Board, tied in with
quarterly Board meetings.

131) Discussions with PNGSDP’s CEO indicate that there has been a continuing effort to build
more maturity into the governance framework over the Review Period. Some of the key
aspects demonstrating a maturing governance framework include:

a) The Board Investment Committee, which has engaged Cambridge Associates, a tier 1
investment research firm, to provide investment advisory services.

b) Board oversight with four meetings held annually (one every quarter)

c¢) The CFO’sreporting to the Audit and Risk Committee and where key risk and assurance
matters are brought to the attention of the Board.

d) The CEO having regular interaction with the Chairman of the Board, including a

standing meeting every fortnight.
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e) The CEO having ongoing interaction with the Program Directors, who report directly
to her.

f) The Advisory Council, which has been providing ongoing advice to the CEO on
stakeholder engagement and the Programs.

g) The recent introduction or enhancement of multiple frameworks such as policies and
process relating to risk appetite, risk management, conflicts of interest,
whistleblowing, delegations of authority, detailed procurement and probity policies.

h) The recent appointment of a Risk and Audit lead to drive risk management, internal
audit and compliance activities.

132) An overview of the governance structure per PNGSDP’s recently drafted Risk Management

Framework is set out in Figure 5 below.

FIGURE 2 - Overview of Governance Structure per PNGSDP's draft Risk Management Framework

Board of Directors

Sets strategic objectives, risk appetite and governs management.

Audit and Programs Finance and Remuneration
Risk Commiitee Committee Investment Committee Appointments Committee

Oversea s Oversee appointment,

Oversee financial reporting, prog g reappointment and
the risk management deve!op.n.\ent Ove_rsee mvestmer_n. remuneration of Directors,
framework, intemal ) rosponsmun.les and = assets, u:jv_estment p(t)llcws. Members, and CEO, and

controls, the audit process m:%rgglr:t: denv;r:rr:t‘ire‘ge 4 o mvest:;:n approval of
and monitor compliance. 1d go peskamBLe; organisational retention
principles. 8
policies
6.2.2 Our Assessment of Governance and Issues Identified

133) In assessing governance effectiveness, we would first note that in response to questions to
the Chairman of the Board, management members and project leads, no serious
governance or compliance failures were identified to us.

134) In reviewing materials provided, we did not identify any reference to, or report of, serious
governance or compliance failures.

135) We nevertheless note areas where we believe improvement in governance would be
advisable. We have noted below where suggested improvements have been acknowledged

by PNGSDP management.

Absence of a dedicated compliance officer
136) While we sighted the existence of a compliance obligations registers - which essentially lists
the compliance obligations of PNGSDP, by reference to its Program Rules and other

applicable regulations - we have not sighted a dedicated compliance officer who would
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actively police compliance obligations, take responsibility for training and possibly be
positioned as an active compliance “champion”.

137)From interviews, we understand that PNGSDP’s recently appointed Risk and Audit Lead
who may also assume responsibility for the compliance function.

138) We recommend formally designating the Risk and Audit Lead as the owner of compliance
oversight and that the role encompasses clearly defined compliance responsibilities. Should
the Risk and Audit Lead’s remit not include compliance, we recommend assigning
compliance ownership explicitly to an appropriate senior manager. This would provide
PNGSDP with centralised governance, structured monitoring, and active management of
compliance obligations, while also elevating its overall risk management and governance

maturity.

Improvement of Conflict of interest (COI) Policy

139) As part of its broader formalisation of governance and assurance mechanisms, PNGSDP
introduced a Conflict of Interest (“COI”) policy with its latest update in 2025, marking
PNGSDP’s formalised framework for managing actual, potential, or perceived conflicts of
interest. The policy was written specifically to address the relevant local context in PNG and
acknowledged that “familial ties and community obligations often intersect with
professional responsibilities.”

140) Prior to the introduction of this policy, program staff reported in interviews that COI risk
was managed primarily at the board review level, as the majority of significant transactions
would be brought to the board for approval, and any perceived or actual independence
issues would be declared and discussed by the board.

141) The COI policy will apply to all PNGSDP employees, whether full time, part time, on fixed
contracts or consultants. Further, the COI policy covers several areas of potential COI,
including financial interests, relational interests, social or political interests, outside
employment and affiliations, gifts and hospitality, and the use of confidential information.
It establishes a formal process to disclose and manage COI, requires new employees to
complete a COI declaration form as part of onboarding, and offers protection against
retaliation for reports made in good faith.

142) The policy also states that a COIl register should be maintained, to be used for informational
purposes or as part of decision-making processes for more serious situations. Actual,
perceived, or potential COl must also be declared during procurement under PNGSDP’s

procurement policy.
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143) At this stage, implementation and embedding of the COI policy remains in the early stages.
As it currently stands, the effectiveness of the COl system relies largely on impromptu/case
by case individual self-disclosure basis.

144) In interviews, PNGSDP staff indicated that training on the COI policy would be included in
the procurement training roadshow, and that additional hiring was in process to manage
the COl register.

145) Whilst important progress has been made in creating a structure to identify and manage
conflicts of interest, effective implementation of the policy has not as yet been achieved.

146) Without systematic processes—such as periodic COI declarations, mandatory attestations,
annual refreshers, and documented oversight—the risk remains that conflicts may go
unidentified or unmanaged.

147) Establishing mandatory COl training and awareness sessions, with annual refreshers for all
personnel contributes to stronger implementation of the new COIl Policy. Regular and
documented COIl declarations, including annual statements and events triggered
disclosures (e.g., new roles, procurement involvement) may also ensure that COI policy is
fully embedded effectively across the organisation.

148) Additionally, clear procedures for identifying, assessing, and managing conflicts, with
documented mitigation actions along with visible leadership emphasis on COI integrity is

recommended to reinforce a culture of transparency and accountability.

Improvement of whistleblower system

149) We note that PNGSDP has a Whistleblower Policy with its latest update in 2025. To date,
no whistleblowing reports have been lodged.

150) Based on our review of the document and interview with PNGSDP’s Company Secretary®,
we understand that such a policy applies to all PNGSDP’s employees, board members,
contractors, consultants, partners and anyone representing SDP in any capacity.

151) While the existence of a formal policy is positive, the current whistleblower mechanism
appears to rely primarily on individual awareness and voluntary compliance, rather than a
proactive or structured monitoring system. There is no evidence of an embedded reporting
platform, routine communication campaigns, anonymous reporting channels, or systematic
oversight measures that would typically characterise a mature whistleblower system. As a
result, the effectiveness of the current system is heavily dependent on personal initiative
and willingness to report, rather than institutional safeguards.

152) We see that this is an area where PNGSDP could strengthen its integrity governance by

establishing a more robust and sophisticated whistleblower system. This system should

6 PNGSDP’s Company Secretary is also a Senior Partner at Dentons Rodyk.
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6.3

include clear and accessible reporting channels, with at least one independent or external
avenue to ensure confidentiality and trust. Designated and properly trained report
receivers must be appointed, supported by clearly defined responsibilities and processes to

handle disclosures effectively.

153) At this stage, the whistleblower policy has not been formally rolled out to the wider

organization apart from being published on PNGSDP’s website. A formal roll out of the
whistleblower program as well as the Staff Grievance Policy is anticipated in the first
quarter of 2026. PNGSDP is in the process of implementing a new learning management
system which will incorporate mandatory onboarding and revalidation training which will

include conflicts of interest and whistleblowing.

154)To reinforce confidence in the implementation, strong and explicit anti-retaliation

protections, consistent communication to all employees and partners PNGSDP, and
consistent enforcement will help build trust across the organisation and signal PNGSDP’s

commitment to integrity.

Risk management and assurance arrangements

155) This section sets out an assessment of PNGSDP’s risk management and assurance

arrangements.

156) Discussions with PNGSDP stakeholders indicate:

a) During the Review Period, PNGSDP’s approach to management of risk and assurance
activities was still developing.

b) There was increased activity particularly towards the end of 2025 for PNGSDP to
formalise its approach to risk management and assurance, which included the drafting
of a Risk Appetite Statement (“RAS”) and Risk Management Framework with external
advice received from Deloitte.

c) The recent hire of the Risk & Audit Lead is expected to assist with driving risk
management and assurance activities across the organization, including internal audits
across various functions and programs.

d) The Audit and Risk Committee meets at least three times a year to consider financial

reporting, risk management and assurance-related matters.

157) Additional comments by a member of PNGSDP’s Audit and Risk Committee included:

a) PNGSDP’s Board governance is robust, with Board members actively involved in

fulfilling their responsibilities.
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c)

a)
b)

c)
d)

a)

b)

c)

Whilst the LTF represents the largest area of risk for PNGSDP by monetary value, the
risk is mitigated by robust processes through the active involvement of the Investment
Committee and the investment management by CA.

The processes regarding management of Programs and expenditure has become more
structured during the Review Period, with all matters tabled at the Programs
Committee and adequate due diligence conducted during the pre-investment phase.
Whilst there have been no issues raised through the ongoing external audits, the audit
materiality threshold was too high at USD 30 million in their view, as it is based on the
size of the LTF (approx. USD 2 billion). There is a need to lower the materiality
threshold to ensure there is adequate audit coverage of Program expenditure, which

in total was significantly under USD 100 million.

158) An overview of key artefacts provided by PNGSDP which show its evolving approach to risk
management and assurance is below.

159) The draft Risk Appetite Statement (“RAS”) describes PNGSDP’s overarching approach to
accept or tolerate risks in pursuit of its long term objectives. The RAS is owned and the
Board and implemented in collaboration with management and sets out the responsibility
of the Risk Officer for monitoring adherence to the RAS and reporting to the Board and
Audit and Risk Committee. The RAS further:

Sets the tone for the organization’s risk culture, the interplay of the RAS with the
Program Rules and activities undertaken by PNGSDP

Sets out the overarching mechanism and policies to implement and guide the RAS
Describes the risk appetite levels.

Sets out broad organizational material risk areas and PNGSDP’s risk appetite across

these areas.

160)The draft Risk Management Framework (“RMF”), describes PNGSDP’s approach to
identifying, managing and mitigating risks. The RMF:

Sets out the objectives for the framework, including the embedment of a positive risk
culture across the organisation.

Is aligned with the material risk areas described in the RAS

Further identifies level 2 risk areas under each of the broader material risks.

Provides an overview of the governance structure at PNGSDP

Describes the management of risk through a robust Risk and Control Self-Assessment
(“RCSA”) process, including aspects relating to risk identification, risk assessment, risk

treatment and risk reporting and monitoring.
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f)  PNGSDP also provided a copy of its Risk Appetite Statement Scorecard with an
overview of the material risk areas, baseline risk appetite per the RAS, the key risk
indicators and overarching risk position at the end of Q2 2025.

161) While formal risk management structures were not in place for most of the Review Period,
it is apparent that PNGSDP is implementing robust structures to manage its risk and
assurance activities. The effectiveness of these structures is significantly dependent on the
Board and senior management to drive risk culture, and the newly appointed Risk and Audit

Lead to take carriage of the day-to-day risk management and assurance activities.
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7 Recommendations

Section 5.1.6

Kroll’'s recommendations are summarised in the table below.

TABLE 4 Recommendations for consideration by PNGSDP

PNGSDP’s procurement practices, policies and controls have undergone
increasing formalisation during the Review Period, with the intention that they
be fully implemented and embedded over the course of 2026. As procurement is
always an area of high risk from a fraud and corruption perspective, Kroll
recommends that the implementation and embedment of the new practices,
processes and controls be prioritized in 2026 and that senior management
actively monitor the implementation.

Section 5.1.7

Kroll notes the intention of management to improve record-keeping and
monitoring of purchases as part of PNGSDP’s commitment to stewardship. Kroll
recommends that this be included in the implementation of procurement
practices, policies and controls referred to above.

Section 5.3

Kroll notes that PNGSDP has taken significant steps to formalize the stakeholder
engagement process, which should strengthen the level and effectiveness of this
engagement. Kroll recommends that senior management actively monitor the
implementation of the new processes and seek regular feedback from
stakeholders about the effectiveness of engagement.

Section 6.2.1

Kroll notes that PNGSDP is implementing robust structures to manage its risk
and assurance activities, which form a critical part of the governance
framework. Kroll recommends that the Board and senior management continue
to actively engage in driving risk culture and support the newly appointed Risk
and Audit Lead in the further development and implementation of the risk
management framework.

Section 6.3

Kroll notes that the current external audit materiality is set at USD 30 million,
which is considered too low by a member of the Audit and Risk Committee. Kroll
recommends that audit materiality be discussed with the external auditor to
ensure appropriate audit coverage of the Program and administrative
expenditure.

Section 6.2.2
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Kroll recommends formally designating the Risk and Audit Lead as the owner of
compliance oversight and that the role encompasses clearly defined compliance
responsibilities. Should their remit not include compliance, we recommend
assigning compliance ownership explicitly to an appropriate senior manager.
This would provide PNGSDP with centralised governance, structured monitoring,
and active management of compliance obligations, while also elevating its
overall risk management and governance maturity.
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Section 6.2.2

Kroll notes that implementation and embedding of the COI policy remains in the
early stages with effective implementation of the policy not as yet achieved.
Kroll recommends:

Establishing mandatory COI training and awareness sessions, with annual
refreshers for all personnel, as this will contribute to stronger implementation of
the new COI Policy.

Regular and documented COI declarations, including annual statements and
events triggered disclosures (e.g., new roles, procurement involvement), which
will further contribute to the full and effective embedment of the COI policy
across the organisation.

Establishing clear procedures for identifying, assessing, and managing conflicts,
with documented mitigation actions, along with visible leadership emphasis on
COl integrity to reinforce a culture of transparency and accountability.

Section 6.2.2

PNGSDP should strengthen its integrity governance by establishing a more
robust and sophisticated whistleblower system. This system should include clear
and accessible reporting channels, with at least one independent or external
avenue to ensure confidentiality and trust. Designated and properly trained
report receivers must be appointed, supported by clearly defined
responsibilities and processes to handle disclosures effectively.

Strong and explicit anti retaliation protections, consistent communication to all
employees and partners PNGSDP, and consistent enforcement will help build
trust across the organisation and signal PNGSDP’s commitment to integrity.

Appendix D (Section
15 of the Program
Rules)
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Whilst PNGSDP has a range of policies and frameworks in place to address a
number of requirements of the Operations Manual per section 15 of the
Program Rules, Kroll recommends that PNGSDP formally develops an Operations
Manual or a Board approved document which demonstrates how the
requirement for the Operations Manual is met by the related policies and
frameworks.
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Appendix A — Terms of Reference for
Independent Review

TERMS OF REFERENCE
Three-Yearly Independent Review
Period Ending 31 December 2025

BACKGROUND

PNG Sustainable Development Program Limited (PNGSDP) is an independent entity established to
promote sustainable development and improve the quality of life of the people of Papua New
Guinea, with a particular focus on the Western Province.

In accordance with PNGSDP’s governance framework, PNGSDP commissions an independent review
every three years to assess its performance, effectiveness, and alignment with its mandate. The
2025 review will be undertaken on a similar basis to the 2022 Independent Review, excluding
COVID-19 impacts, and reflecting the current global and operating environment.

SCOPE OF SERVICES

The Independent Review for the period ending 31 December 2025 will be undertaken on a similar
basis and scope to the 2022 Three-Yearly Independent Review and will focus on the following
areas:

Global Context, Market Volatility and LTF Performance

e Provide high-level commentary on global economic and financial conditions, including
geopolitical tensions, conflicts, trade wars, and market volatility.

e Review & Summarise the impact of these conditions on PNGSDP’s investment environment.

e Review Long-Term Fund (LTF) performance, strategy, asset allocation, and risk management.

Program Expenditure, Development Impact and Stakeholder Engagement

e Review program expenditure and alignment with PNGSDP’s mandate.

o Assess development outcomes and impact, particularly in the Western Province.
o Review stakeholder engagement and partnership effectiveness.

Strategic Alignment and Governance Effectiveness

o Assess alighment between PNGSDP’s mandate, strategy, and implementation.

e Review Board and management governance, oversight, and accountability frameworks.
o Assess risk management and assurance arrangements
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Appendix B — Methodology and approach

Kroll’s methodology and approach to conduct the Independent Review at a high-level
included:

a) A desktop review of documents such as (not exhaustive) past PNGSDP annual reports,
Board papers, copies of governance related policy, frameworks and reporting, specific
documents setting out information in relation to the background of PNGSDP, the
Program Rules, PNGSDP strategy documents, progress and updates in relation to the
individual Programs and the previous Independent Review report issued by EY.

b) Interviews with key PNGSDP senior leaders including the CEO, CFO, Finance Controller,
Program Directors, the chairman of the Board, select Advisory Council members,
PNGSDP legal advisors and investment advisors. The list of stakeholders interviewed

by Kroll is set out in Appendix C.
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Appendix C — List of stakeholders interviewed

TABLE 7 Stakeholders interviewed

Board Chairman, PNGSDP

Board and Audit and Risk Committee member, PNGSDP

CEO, PNGSDP

CFO, PNGSDP

Finance Controller, PNGSDP

Director Health Programs, PNGSDP

Director Education Programs, PNGSDP

Director Community Development, PNGSDP

Key Cambridge Associates stakeholders responsible for managing PNGSDP’s LTF Investment

PNGSDP Company Secretary and Senior partner, Dentons Rodyk

Dentons Rodyk partners who provided advice to PNGSDP in relation to litigation and other legal matters.

Advisory Council Member

Advisory Council Member

Kroll.com | FINAL REPORT Page 42




E— KROULL

Rules

Appendix D — Assessment against Program

1. Establishment of N/A
the Program

TABLE 8 Assessment against Program Rules

Section
Program Rule Assessment | Comment Reference

Program was established prior to the commencement
of the Review Period

2. Objects of the Compliant
Program

The Program has a strategic focus area on four pillars: N/A
Health, Education, Livelihoods, as well as cross cutting

issues (climate change, crime & violence). Projects

were funded and undertaken in each of these Pillars in
compliance with the objects of the Program, including
sustainable development promotion and the

advancement of the welfare of the people of PNG and

the Western Province.

3. Role of Board Compliant

Board meeting minutes and annual reports show that N/A
the Board provides appropriate oversight, and
regularly reviews and discusses issues pertaining to
overall strategy, governance and management
structures, executive staffing topics, Advisory Council
appointments, financial performance, and specific
funding and operational topics. This included
approving funding for specific projects and reviewing
project progress against agreed milestones.

Annual reports were published on the Program’s
website for 2023 and 2024, and the 2025 report is
under preparation.

4. Chief Executive Compliant
Officer

A new CEO was appointed during the Review Period. N/A
Review of Board meeting minutes, annual reports and
internal strategy and organisational development
materials shows that the Board appointed the new
CEO in November 2023. These documents also show
the CEO and her team have managed the Program
consistently with the Objects and Program Rules
during the Review Period, including engaging with PNG
government authorities, monitoring costs, maintaining
effective stakeholder relationships, developing
recommendations for project funding, monitoring
project achievements and costs, and preparing Annual
Reports and financial statements.

5. Program Compliant
Management
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The CEO and executive team managed the Program N/A
consistently with the requirements in this rule. This
included assessing potential projects, including with
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Section
Program Rule Assessment | Comment Reference

stakeholder input, and preparing funding proposals for
the Board; working to build local organisations’
capacity; and negotiating agreements with various
partners and contractors for the implementation of
projects. The CEO and executive team also continued
to develop and revise the LTF investment strategy
together with PNGSDP’s investment advisor and
provided regular recommendations to the Board in
relation to investment strategy and the management
of investments. The Program maintained accounting
records and prepared required reports throughout the
Review Period.

6. Advisory Council Compliant

The Advisory Council operated throughout the Review  N/A
Period. Interviews conducted with members indicated
that the CEO and management team regularly
consulted with them and sought their views on areas
in which they had relevant experience or contacts.
The Board Remuneration & Appointments Committee
approved formalised terms of reference for the
Advisory Council in May 2025. This document included
guidelines for the composition of the Advisory Council,
recruitment of members, and its role and functions, in
compliance with Program Rule 6.

Program Rule 6 requires the Advisory Council to have
between five to seven members appointed. Two
members of the Advisory Council resigned in late 2025,
leaving three members at the end of the Review
Period.

PNGSDP has advised that it has taken steps towards
addressing the vacancies, at its February 2026 Board
meeting. PNGSDP’s interpretation of Rule 6 is that,
whilst PNGSDP needs to maintain between five and
seven members in the Advisory Council, there will
always be instances where the number of Advisory
Council members falls below five, when members
resign. In PNGSDP’s view, as long as PNGSDP fills these
vacancies within a reasonable amount of time, as
PNGSDP has confirmed to do in February 2026, there
would be no breach of the Program Rules.

7. Restriction on N/A
Powers of the
Company

Not relevant due to the cancellation of OTML shares N/A
prior to the commencement of the Review Period.

8. Distributions by Compliant
Program
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The Program funded projects in alignment with the 5.1
methods permitted in Rule 8: grants, investments,

loans, providing or arranging for the provision of other
resources, and contributing to other funds or
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Section
Program Rule Assessment | Comment Reference

organisations. Payments were made in instalments
dependent on meeting thresholds as set out in
individual Funding Agreements.

9. Application of
Income Received

Compliant

Due to the cancellation of OTML shares prior to the 5.1
commencement of the Review Period, the Program did

not receive distributions during the Review Period.
Investment income from the Long Term Fund was the
primary form of revenue during the Review Period,

and this income was used in accordance with the
requirements of this rule.

10. The Long Term
Fund

Compliant

The Long Term Fund was invested and accounted for 4
separately, and its income was used in accordance

with the requirements of this rule and subject to the
required Board oversight.

11. Determination of
Contractual
Obligations

Compliant

PNGSDP’s Annual Reports contain declarations by the N/A
directors that, in their view, there are no ongoing

obligations to which this rule would apply, as these
obligations were predicated on PNGSDP being a

shareholder in OTML and receiving dividends.

12. OTML Calls

N/A

Not relevant due to the cancellation of OTML shares N/A

prior to the commencement of the Review Period.

13. Investment
Policy and Guidelines

Compliant

The Program has an Investment Policy that is 4
compliant with the requirements of this rule and
subject to the required Board oversight. It was most
recently revised in 2024, with the Board-approved
version taking effect as of 1 January 2025.

Investments by the Program were consistent with the
Investment Policy during the Review Period and
specific investment decisions were subject to the
required Board oversight. PNGSDP’s investment
advisor provided regular reporting to management and
the Board.

14. Plans and
Budgeting

Compliant

Annual forward-looking budgets were prepared for 5.1
each year in the Review Period and were approved by

the Board at annual meetings in November 2022,

2023, and 2024. The contents of the budgets were
compliant with the requirements of this rule.

Administrative expenses remained below the cap set

out in this rule of 15% of the average annual income of

the Program during the previous three years.

15. Operations
Manual

Partially
compliant
and active
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Whilst PNGSDP does not have a formal operations 7
manual, it has a range of policies and guidelines in

place to address a number of requirements of the

Program Rules in relation to the Operations Manual.
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remediation
in progress

KROLL

Kroll recommends that PNGSDP develops a formal
Operations Manual as required by the Program Rules
or a Board approved document that links the
requirements of the Operations Manual to the
individual policies and frameworks of PNGSDP.

The Board has accepted Kroll’s recommendation
which, when implemented, would result in a
“Compliant” assessment.

16. Selection of
Projects for Program
Support

Compliant

During the Review Period, per discussions with N/A
PNGSDP, the selected projects for support were in
alignment with its stated operating principles, as
articulated in its Annual Reports, the Gutpela
Community plan, which was introduced during the
Review Period, and other internal selection criteria
documents. Board meeting minutes show that the
Board regularly discussed and approved management
proposals for project funding. Sample Program
proposals across the review period were shared with
Kroll for review.

17. Implementation
of Projects
Supported by the
Program

Compliant

Review of Board meeting minutes shows that funding N/A
for specific projects was approved by the Board, and
Funding Agreements were reviewed between PNGSDP
and Project Partners, mandating Partners to
implement projects in accordance with Program Rule
17.

PNGSDP is in the process of finalizing the Project
Evaluation form for Board approval, which the
Program leads will have to fill in for all new projects,
this may include additional aspects as required by
Program Rule 17.

18. Monitoring and Compliant
Evaluating Program

Operations

Individual funding agreements contain requirements 5.2
for monitoring of progress against specific milestones
and related reporting. During the Review Period,
PNGSDP also introduced a more formalised overall
monitoring and evaluation framework with quarterly
reporting of performance and impact against a defined
results measurement framework. The results
measurement framework had been developed in 2024
by an independent consultant specifically to address
SDP’s priorities and needs. The first report under this
new framework was produced in November 2025.

19. Stakeholder
Involvement

Compliant
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While PNGSDP did not have a formal list of key
stakeholders as required by the Rules, PNGSDP had
ongoing engagement with key stakeholders during the
Review Period and has developed a formal
engagement approach for 2026.

5.3
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Section
Program Rule Assessment | Comment Reference

20. Report to BHP Compliant We sighted PNGSDP’s letter dated 14 July 2025
Billiton, OTML and conveying the 2024 Annual Report to:
the State CEO of BHP Group Limited

Managing Director / CEO of OTML

Prime Minister of PNG

21. Interpretation N/A Contains definitions of terms and guidance to N/A
interpretation of the other rules.

Kroll.com | FINAL REPORT Page 47




KRJOLL

About Kroll

Kroll provides proprietary data, technology and insights to help our clients stay
ahead of complex demands related to risk, governance and growth. Our
solutions deliver a powerful competitive advantage, enabling faster, smarter
and more sustainable decisions. With 5,000 experts around the world, we
create value and impact for our clients and communities. To learn more, visit

www.kroll.com.

Kroll Australia Pty Ltd
Level 32, 85 Castlereagh St
Sydney, NSW, 2000
Australia
+6139229 3801

Final Report kroll.com


https://www.kroll.com/
https://www.kroll.com/

