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I. PROPOSED AVAILABILITY PERIOD EXTENSION  

1. An extension of the availability period of the multitranche financing facility (MFF) for the 
Civil Aviation Development Investment Program in Papua New Guinea (PNG) is proposed for 
Board consideration.1 The proposed 2-year extension, from 24 November 2019 to 24 November 
2021, will allow for full completion of the project outputs under tranche 2 and tranche 3.2 The 
revised design and monitoring framework (DMF) are in Appendix 1. 

 
II. BACKGROUND 

2. Multitranche financing facility. The Asian Development Bank (ADB) Board of Directors 
approved the MFF on 24 November 2009. The investment program is closely aligned with the 
government’s Development Strategic Plan 2010–2030 and National Transport Strategy, 3 both of 
which identify the provision of basic access to remote communities by air as a national priority. 
Furthermore, the Government harmonized the proposed subprojects under the investment 
program with the National Airports Cooperation (NAC) Strategic Direction 2012–2030,4 the Papua 
New Guinea Air Services Limited (PNGASL) Strategic Overview 2020,5 and the Civil Aviation 
Safety Authority of Papua New Guinea (CASAPNG) Corporate Plan 2016–2020, 6  which 
collectively document a strategy to create and sustain viable and safe civil aviation services that 
will facilitate economic and social development. 
 
3. The Board approved loan financing for the program of $480 million ($353 million from 
ordinary capital resources [OCR] and $120 million from concessional OCR lending [COL] over a 
period of 9 years with an estimated program completion date of 31 December 2018. On 19 March 
2018, the President approved an 11-month extension, to 24 November 2019. This extended the 
total program duration to 10 years from the Board approval date of 24 November 2009.  

 
4. ADB Management approved tranche 1 on 1 December 2009. Tranche 1 cost $112 million, 
which consisted of (i) $25 million in OCR, (ii) SDR44.132 million in COL, and (iii) $17 million in 
Government of Papua New Guinea counterpart financing. ADB approved tranche 2 on 25 
November 2013. Tranche 2 cost $170 million, which consisted of (i) $115 million in OCR, (ii) 
SDR9.776 million in COL, and (iii) $40 million in government counterpart financing. ADB approved 
tranche 3 on 8 December 2016. Tranche 3 cost $275 million, which consisted of (i) $213 million 
in OCR, (ii) $35 million in COL, and (iii) $27 million in government counterpart financing. 

 
5. The investment program focuses on the 21 national airports that handle the bulk of the 
country’s domestic passenger and freight traffic. The expected outcome is safer, more efficient, 
and more accessible all-weather air transport services in the project areas. The expected outputs 
are: (1) reformed institutions for sustainable and focused operational units for airports, air traffic 

                                                
1  ADB. Papua New Guinea: Multitranche Financing Facility to Papua New Guinea for the Civil Aviation Development 

Investment Program. https://www.adb.org/projects/43141-013/main 
2  The ADB Board of Directors has the authority to approve MFF availability period extensions beyond 10 years. ADB. 

2018. Multitranche Financing Facility. Operations Manual. Section D14. Manila; and ADB. 2018. Staff Instruction on 
Business Processes for Multitranche Finance Facility. Manila. 

3  Government of Papua New Guinea.2010. Development Strategic Plan. Port Moresby.  
http://www.treasury.gov.pg/html/publications/files/pub_files/2011/png-development-strategic-plan.2010-2030.pdf. 
Government of Papua New Guinea, Department of National Planning and Monitoring (DNPM). 2010. National 
Transport Strategy 2011–2030 

4 National Airports Corporation. 2013. Strategic Direction 2012–2030. Port Moresby.  
5 PNG Air Services Limited. 2011. Strategic Overview 2020. Port Moresby. 
6  Civil Aviation Safety Authority: http://www.casapng.gov.pg/index.php/component/phocadownload/category/13-co-

operate-plan-2016-2020 

https://www.adb.org/projects/43141-013/main
http://www.treasury.gov.pg/html/publications/files/pub_files/2011/png-development-strategic-plan.2010-2030.pdf
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services, and regulatory oversight established in compliance with minimum International Civil 
Aviation Organization (ICAO) and CASAPNG safety and security standards; (2) improved 
infrastructure, particularly airside infrastructure to meet safety and security certification 
requirements met, and (3) Improved operations (3.1) Airport maintenance practices improved 
(3.2) Runway lights for safe night landing operations introduced to meet airline safety 
requirements. The Independent State of Papua New Guinea PNG and ADB signed a framework 
financing agreement on 9 October 2009 for the investment program. To date, three tranches have 
been approved in the aggregate amount of $557 million equivalent ($480 million equivalent of 
ADB financing) to support the program. Tranche 1 was completed in December 2015. Tranche 2 
has achieved more than 85% implementation progress as of 31 July 2019. Under tranche 3, 11 
out of 12 contracts were awarded in 2018. 
 
6. The NAC, through the borrower, the Independent State of Papua New Guinea, in a letter 
dated 27 May 2019, requested two years extension of the MFF availability period to 24 November 
2021. 
 

III. IMPLEMENTATION PROGRESS 

7. Tranche 1. The proposed improvements of infrastructure and institutional and sector 
reforms for tranche 1 have been completed.7 The Government has completed the institutional and 
sector reforms as agreed between ADB and Government under project 1 (tranche 1) of the MFF. 
These included restructuring the Civil Aviation Authority for Papua New Guinea (CAAPNG) into 
three entities: The NAC, CASAPNG), and PNGASL. The Government formally established all 
three by 2011 and all three are operational. NAC took over the role of executing agency for the 
investment program from the CAAPNG and NAC, PNGASL and CASAPNG, Accident 
Investigation Commission (AIC) as key implementing agencies. The NAC has completed the 
national airport infrastructure improvements (Port Moresby Airport apron extension, Mount Hagen 
Airport pavement improvements, Hoskins Airport terminal building, Wewak Airport pavement 
improvements, and Gurney Airport pavement improvements) and installation of security fences 
at the Hoskins, Wewak, Kavieng, Gurney, and Goroka airports. The approved scope of tranche 1 
was completed and the tranche financially closed on 15 July 2016. All of these completed national 
airports meet the safety and security standards and operational requirements outlined in the 
design of the MFF. 
 
8. Tranche 2. The second tranche under the MFF was signed on 25 February 2014 and 
made effective on 16 April 2014.8 The three outputs are (i) reformed civil aviation institutions, 
including institutional capacity development of the NAC, PNGASL, and CASAPNG, which were 
established in 2011 under tranche 1; (ii) improved airport infrastructure to comply with 
international safety and security standards; and (iii) improved operations of NAC  to meet the 
commercial needs of customers and comply with domestic and international regulations. At 
approval, the tranche was classified category B for environment and category C for involuntary 
resettlement and indigenous people. The total contract award under tranche 2 is $95.9 million 
(73.8% of ADB financing) and disbursement was $81.4 million (62.6% of ADB financing). Tranche 
2 is rated on track in ADB Electronic Operation System (eOps) and is expected to be completed 
by 30 June 2020. 

                                                
7  ADB. Papua New Guinea: Papua New Guinea: Civil Aviation Development Investment Program Tranche 1. 

https://www.adb.org/projects/43141-013/main#project-overview. 
8 ADB. Papua New Guinea: Civil Aviation Development Investment Program—Tranche 2. 
https://www.adb.org/projects/43141-043/main#project-pds. 

 
 

https://www.adb.org/projects/43141-013/main#project-overview
https://www.adb.org/projects/43141-043/main#project-pds
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9. The NAC has completed construction works for four of the eight works contracts under 
tranche 2: Vanimo Airport, Chimbu Airport, Girua Airport, and Goroka Airport. The fence 
installation packages for the Momote and Buka airports are also complete. The subprojects to 
install security fences at the Tari and Tokua airports, both approved in October 2017, are 
scheduled for completion in September 2019.  
  
10. The first three civil works contracts (for the Vanimo, Girua, and Chimbu airports) were 
awarded and signed in November 2014 (6.5 months after the loan become effective on 16 April 
2014) and work commenced in April 2015. The Chimbu Airport improvement subproject was 
completed in November 2016, while the Vanimo Airport improvement subproject was completed 
in September 2017, and the Girua Airport improvement subproject was completed in February 
2018. PNGASL is implementing an ongoing communication, navigation, and surveillance (CNS) 
and air traffic management package with three contracts. Design and supervision consultants 
recruited under tranche 1 supported the NAC in preparing detailed engineering designs, cost 
estimates, and draft bidding documents for civil works until their contract ended in 2015. 
Subsequently, NAC procured individual consultants to supervise the works under tranche 2, and 
that arrangement has proven to be satisfactory.   

 
11. Tranche 3. The third and final tranche of the MFF was signed on 2 March 2017 and made 
effective on 25 May 2017.9 Outputs include (i) reformed institutions through the establishment of 
sustainable and focused operational units for airports, air traffic services, and regulatory oversight; 
(ii) improved infrastructure supporting NAC  in meeting airside infrastructure safety and security 
certification requirements; and (iii) NAC operations improved through improved airport 
maintenance practices, and runway lights installed for safe night landing operations to meet airline 
safety requirements.  
 
12. The NAC has awarded 11 out of 12 contracts (86% of ADB financing) under tranche 3 the 
last civil work contract, which was retendered due to changes in scope, is in the final stage of 
procurement. Tranche 3 will upgrade and/or install security fencing at the following airports—
Momote, Mount Hagen, Gurney (Alotau), Mendi, Madang, Wewak, Wapenamana, Vanimo, Tari, 
Tukwa, and Kiuanga. Implementation of works is ongoing for these 11 contract packages. 
Progress is at various stages and is satisfactory. The 12th contract, for Kavieng Airport, is in the 
final stage of procurement and it is expected that the contract will be awarded in the third quarter 
of 2019. This subproject will require 24 months, with an expected completion date of September 
2021.  

 
13. The list of linked documents in Appendix 2 includes (1) Performance Overview and (2) 
Procurement and Implementation updates which contain progress reports for the overall MFF and 
the three individual projects (tranches) under the MFF. 
 
14. Government request for extension of facility availability period. The closing date for 
the loans financing tranches 2 and 3 is 24 November 2019, the same date as the closing date for 
the overall program. In a letter dated 27 May 2019, the government requested two years extension 
of the MFF availability period. The requested extension responds to unforeseen delays related to 
institutional and sector reforms, procurement, technical design of the airport infrastructure, and 

                                                
9 ADB. Papua New Guinea: Civil Aviation Development Investment Program—Tranche 3. 

https://www.adb.org/projects/43141-044/main#project-pds. 

 
 

https://www.adb.org/projects/43141-044/main#project-pds
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land acquisition. These delays occurred in the early years of the investment program. The first 
year after the project commenced in March 2010, was challenging for the NAC as a new executing 
agency. Its project management unit was staffed predominantly with young graduates and it took 
longer than expected for them to become familiar with ADB operational procedures for 
procurement and project implementation. Because of these challenges, the first works contract 
for the program was not procured until 10 May 2011, almost 14 months after the loan was signed. 
Tranche 3 which accounts for 51% of the total MFF was signed on 2 March 2017 and made 
effective on 25 May 2017. The delivery and installation of equipment was also delayed (partially 
because of delays in government counterpart funding).  
 

IV. RATIONALE FOR THE PROPOSED AVAILABILITY PERIOD EXTENSION  

15. Extending the MFF availability period by 2 years, from 24 November 2019 to 24 November 
2021, will enable the NAC to physically complete the outputs under tranches 2 and 3, while 
ensuring that the government has sufficient financial resources to complete the 12 ongoing airport 
contracts under tranche 3 (para. 12). Learning from previous startup delays and other delays of 
subprojects under the MFF, the NAC, as executing agency, has requested to use this 
uncommitted amount, estimated $8 million, to prepare the detailed design and procurement 
support of activities selected for phase 2 of the Civil Aviation Development Investment Program, 
included in ADB’s country operations business plan for PNG, 2019–202110  and scheduled for 
approval in 2021.  
 
16. The government’s fiscal position is fragile because of PNG’s uncertain macroeconomic 
outlook. Nevertheless, the NAC’s counterpart contribution to date has been satisfactory. The NAC 
is required to provide about $67 million in counterpart financing for projects 2 and 3 of the MFF—
$40 million for project 2 and $27 million for project 3. The government, through the NAC, 
contributed K29 million, or about $9.06 million equivalent, in counterpart funds during 2010- 2018 
and will contribute K80 million, or about $25.12 million equivalent, in 2019 the balance would be 
provided during 2020- 2021. However, without ADB’s sustained and continued engagement 
beyond the MFF closing date, there is a high risk that airport improvements being implemented 
under ongoing civil works will not be completed, which would lessen the impacts and outcomes 
for tranches 2 and 3. Moreover, ongoing civil works that are not completed will most likely be 
abandoned and will not accrue the intended benefits to the air-transport subsector or to end-users. 
If abandoned, investments for these subprojects would achieve virtually zero rate of return. 

 
17. Two separate ADB MFFs in PNG are ongoing: the Highlands Region Road Improvement 
Investment Program and the Sustainable Highlands Highway Investment Program.11  Extending 
the MFF availability period will provide PNG with much-needed financial support at a time when 
global macroeconomic forces are putting the country in a difficult fiscal position, and will reinforce 
ADB’s position as the government’s lead development partner in the transport sector. 

 
 

                                                
10 ADB. 2018. Country Operations Business Plan: Papua New Guinea, 2019–2021. Manila. 
https://www.adb.org/documents/papua-new-guinea-country-operations-business-plan-2019-2021 
11  ADB. Papua New Guinea: Highlands Region Road Improvement Investment Program. 

https://www.adb.org/projects/48444-002/main#project-pds.  and ADB. Papua New Guinea: Sustainable Highlands 
Highway Investment Program. https://www.adb.org/projects/48444-002/main#project-pds. 

 

https://www.adb.org/documents/papua-new-guinea-country-operations-business-plan-2019-2021
https://www.adb.org/projects/48444-002/main#project-pds
https://www.adb.org/projects/48444-002/main#project-pds
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V. DUE DILIGENCE 

18. Impact, outcome, and outputs. Extending the MFF availability period to ensure 
completion of tranches 2 and 3 will not change the approved impact, outcome, or outputs of the 
investment program as outlined in the DMFs. There will be some amendments to the target 
completion dates. Because of delays in completing tranche 2 and tranche 3, the economic internal 
rate of return is expected to be slightly lower, ranging from 11.7% to 17.1%, although still above 
ADB’s economic internal rate of return threshold of 9%. Because the scope of the program is 
unchanged, technical, safeguard, and financial due diligence remain unchanged. 
 
19. Implementation arrangements. Besides extending the MFF availability period, no 
changes to implementation arrangements for the MFF are envisaged for tranche 2 or tranche 3. 
Implementation of tranche 2 and 3 will continue to follow ADB policies and procedures.  
 
20. Environment safeguards. The environment impact of tranches 2 and 3 is insignificant as 
the works involved in upgrading and rehabilitating the airports, such as strengthening runway 
pavements and fencing works, are within the physical boundaries of existing airports. The 
contractors will continue to work within the guidelines of the construction environment 
management plan (CEMP). ADB has reviewed and agreed to the safeguards CEMPs for all 
awarded contracts and implementation of all subprojects for tranches 2 and 3 follow ADB and 
country safeguard guidelines and systems.  
 
21. Social safeguard. Tranche 2 is category C for Involuntary Resettlement (IR) and 
Indigenous people (IP) and there is no resettlement plan and indigenous people’s plan required 
since all subproject works are within NAC- and/or state-owned land. The NAC has compensated 
the affected people around the airports, where applicable, and the project implementation unit 
furnished the progress report on implementation and compliance to ADB.  
 
22. Three subprojects in Tranche 3 (Buka, Gurney, and Kavieng airports) are category B for 
IR; these required land acquisition and resettlement to ensure sufficient space for the airports’ 
safety zones. The NAC has compensated the affected people, and the project implementation 
unit furnished the progress report on implementation and compliance to ADB. Rest of the 
subproject in Tranche 3 are category C for IP and IR. 
 

VI. RECOMMENDATION 

23. The President recommends that the Board approve the extension of the availability period 
of the multitranche financing facility for the Civil Aviation Development Investment Program in 
Papua New Guinea from the current end date of 24 November 2019 to 24 November 2021 as 
described in para. 1. 
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REVISED DESIGN AND MONITORING FRAMEWORK  

Impacts the Project is Aligned With 
Current program  
Economic growth and poverty reduction in project areas achieved a 
Overall program  
Unchanged 

 

Project Results 
Chain 

Performance Indicators with 
Targets and Baselines 

Data Sources 
and Reporting 

Risks 
 

Outcome  
 
Current 
Program 
Safer, more 
efficient, and 
more accessible 
all-weather air 
transport services 
in the project 
areas 
  
 
 
 
 
 
 
Overall Program 
Unchanged  
 
 
 

Current program by 2019 
(November) 
a. At least 9 national airports 
certified to meet CASAPNG safety 
and security standards.  
(Baseline: 0) 
b. Growth in passenger demand 
increased to 7% and in freight 
demand increased to 6% (2009 
Baseline: 3% growth for both 
passenger and freight demand) 
 
c. Airport incidents (delays, 
diversions, and closures) caused by 
safety or security concerns decreased 
from an average of 4 per month in 
2009 to 2 per month.  
 
Overall program by 2021 
a. At least 9 national airports certified 
to meet CASAPNG safety and 
security standards.  
(Baseline: 0) 
b. Growth in passenger demand 
increased to 7% and in freight 
demand increased to 6% (2009 
Baseline: 3% growth for both 
passenger and freight demand) 
 
c. Airport incidents (delays, 
diversions, and closures) caused by 
safety or security concerns decreased 
from an average of 4 per month in 
2009 to 2 per month.  

 
 
 
a. ICAO safety 
and security 
audit reports 
 
b. CASAPNG 
safety and 
security audit 
reports 
 
c. NAC and 
CASAPNG 
technical and 
annual reports  
 
d. NAC and 
PNGASL annual 
reports 
 
e. Air operators’ 
monthly reports 

Delay in 
airline 
expansion 
and fleet 
modernization 
 
Government 
counterpart 
funding for 
the project not 
sustained 
 
Political 
instability and 
interference  
 

Outputs  
Output 1  
Current program  

By 2018 (December) 
 
Current program  

  

1. Reformed 
Institutions 
Sustainable 
and focused 

1a. NAC, CASAPNG, and PNGASL 
business strategy updated  
(Baseline: NA) 
 

NAC, 
CASAPNG, and 
PNGASL annual 
reports 

Limited 
availability of 
capable 
contractors to 
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Project Results 
Chain 

Performance Indicators with 
Targets and Baselines 

Data Sources 
and Reporting 

Risks 
 

operational 
units for 
airports, air 
traffic 
services, and 
regulatory 
oversight 
established 
 

 
Overall Program  
Unchanged 

1b. ICAO and audit findings of safety 
and security noncompliance reduced 
to10% (Baseline: NA) 
 
1c. A new tariff and service charges 
structure for NAC 
(Baseline: NA) 
1d. 1 new CASAPNG business 
process developed   
(Baseline: NA) 
Overall Program  
Unchanged 

complete 
projects on 
schedule 
 
Cost overruns 
in project 
 
 
 
 

Output 2 
Current program  
2. Improved  

Infrastructure 
Airside 
infrastructure 
safety and 
security 
certification 
requirements 
met 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Overall Program  

Unchanged 

 
Current program  
2a. Runway length of 5 airports 
extended to a minimum of 1,900 
meters to meet airline fleet 
requirement for jet aircraft (Baseline: 
0) 
 
2b. 6 new national airport terminal 
buildings constructed (Baseline: 0) 
 
2c. 9 national airport runways, 
taxiways, and aprons certified to 
meet ICAO and CASAPNG 
requirements (Baseline: 1)  
 
2d. Long-term maintenance contracts 
implemented for at least 5 national 
airports (Baseline: 0) 
 
2e. Capacity of 30% women staff in 
CASAPNG, PNGASL, and NAC 
developed in airport maintenance 
operations, air traffic safety and 
security (Baseline: 10%) 
Overall Program  
Unchanged 

 
 
CADIP quarterly 
and annual 
reports 
 
National 
statistics 
 
NAC annual 
reports 
 
ICAO audit 
reports 
 
CASAPNG 
certification 
 
Air operators’ 
annual reports 
covering airport 
infrastructure 

Output 3 
Current program 
3. Improved 

operations 
3.1 Airport 

maintenance 
practices 
improved 

3.2 Runway lights 
for safe night 

Current program  
 
 
 
3a. Asset management system 
implemented and fully operational  
(Baseline: NA) 
 
3b. Runway lights for night 
operations at 7 national airports 

NAC asset 
registers and 
asset 
management 
systems 
 
CADIP quarterly 
and annual 
reports 
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Project Results 
Chain 

Performance Indicators with 
Targets and Baselines 

Data Sources 
and Reporting 

Risks 
 

landing 
operations 
introduced to 
meet airline 
safety 
requirements 

 
Overall Program  
Unchanged 

commissioned for safe night 
operations (Baseline: NA)  
 
3c. Women-operated sales kiosks 
installed on the premises of at least 5 
national airports.  (Baseline: 0) 
 
Overall Program  
Unchanged 

PNGASL and 
CASAPNG 
annual reports 
 
NAC annual 
reports 
 

Key Activities with Milestones 
  
1. Sustainable and focused operational units for airports, air traffic services, and 

regulatory oversight established 
1.1 Update NAC, CASAPNG, and PNGASL strategic management plan (2018) (completed)  
1.2 Revise and implement airport and air navigation charges (2018) (completed)  
 
2. Airside infrastructure meets safety and security certification requirements 
2.1 Prepare design and bid documents (2016) (completed)  
2.2 Tender and award civil works contracts (2016–2018) (completed)  
2.3 Procure asset management system and develop airport maintenance program (2017) 
(unchanged) 
2.4 Capacity development on airports safety and audit (2016–2019) (unchanged) 
2.5 Implement civil works contracts (2016–2018) (changed) 
2.6 Implement maintenance contracts (Dec 2018) (changed) 
 
3. Airside infrastructure and landside facilities meet future operational and capacity 

requirements 
3.1 Prepare design and bid documents (2016) (completed) 
3.2 Tender and award civil works contracts (2016–2017) (completed)  
3.3 Implement civil works contracts (2016–2018) (changed) 
3.4 Implement maintenance contracts (2018) (changed) 
 
4. Airport maintenance practices improved 
4.1  Prepare design and bid documents (2016) (completed) 
4.2 Tender and award equipment contracts (2016–2017) (completed) 
4.3 Implement and commission equipment contracts (2017) (unchanged, ongoing) 
Project Management Activities 
Shortlist consultants and finalize request for proposals (2016) (completed)  
Evaluate proposals and award contracts (2016) (completed)  

Inputs 
ADB (OCR):      $353 million  
ADB (COL):       $120 million 

Source: Asian Development Bank 

ADB = Asian Development Bank, CADIP = Civil Aviation Development Investment Program, CASAPNG = Civil 
Aviation Safety Authority of Papua New Guinea, COL = concessional OCR lending, ICAO = International Civil 
Aviation Organization, NA = not applicable, NAC = National Airports Corporation, OCR = ordinary capital resources, 
PNG = Papua New Guinea, PNGASL = Papua New Guinea Air Services Limited.  

a Independent State of Papua New Guinea. 2010. Papua New Guinea Vision 2050. Port Moresby.   
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/LinkedDocs/?id=43141-013-Extension of Facility Availability 

 
1. Performance Overview  

2. Procurement and Implementation Updates  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

http://www.adb.org/Documents/LinkedDocs/?id=43141-013-Extension%20of%20Facility%20Availability

