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Annex 1 - Financing and Implementation Arrangements

A. Financial Envelope and Knowledge

Through a One WBG approach, the CPF will be implemented jointly by IDA, IFC, and MIGA. It will
leverage the flagship WBG initiative on AgriConnect to catalyze partnerships and crowd in private financing,
driving innovation and growth in agribusiness. Targeted analytics and advisory tailored to PNG, combined with
capacity building through the WBG Knowledge Bank and sustained policy dialogue on critical reforms, will
complement IDA financing. It will also help unlock greater [FC and MIGA engagement, including the use of the
IDA Private Sector Window and Guarantees (PSWG)—essential de-risking instruments to attract private
investment in PNG’s high-risk and structurally challenging investment environment. The CPF will also draw
from the Preventive and Resilience Allocation (PRA), the Global and Regional Opportunities Window, and
deploy instruments from the Enhanced Crisis Preparedness and Response Toolkit, the Crisis Response Window,
and Contingent Emergency Response Components (CERC:s), already embedded in parts of the portfolio.

The IDA indicative lending envelope for FY26-31 is approximately US$1.2 billion. The indicative financing
envelope incorporates a 50 percent top-up to the Performance-Based Allocation (PBA) in FY26 based on the
prepared PRA Eligibility Note. Subject to strong portfolio performance and successful completion of PRA annual
reviews, it anticipates a 75 percent top-up to the IDA21 allocation through the PBA mechanism in FY27 and
FY28. The existing IDA program under implementation amounts to US$700 million across 10 projects. The CPF
period covers IDA21 and IDA22 cycles. Although the number of projects will remain broadly stable—reducing
to 9 in FY27 and returning to 10 in FY28—the WBG will focus on scaling those up with proven results by
increasing the minimum project size. The Agriculture Commercialization and Diversification project size will
more than double, while Rural Service Delivery will increase five-fold—both at US$100 million. The annual
average project size will increase from US$71 million at the end of FY25 to US$119 million at the end of FY28.
PNG is an IDA “blend” country and receives all its IDA financing as credits, on blend credit terms.

IFC’s current committed portfolio exposure stands at US$37 million across three projects in the financial,
transportation, and waste management sectors, committed over FY24-26. The active investment pipeline
currently includes one IDA PSW-supported project for the development of commercial real estate in Mt. Hagen.
Going forward, IFC will continue leveraging IDA PSW facilities to de-risk its investments and utilize its
Upstream Advisory to build a robust pipeline of investment projects in the country. For example, IFC’s
agribusiness study on investible opportunities estimates that potential downstream processing investments in the
sector could exceed US$150 million. Furthermore, through Upstream Advisory, IFC is engaging potential clients
in PNG’s healthcare, agribusiness, construction materials, transportation, telecommunications, and renewable
energy sectors, while also working with the central bank to deepen the capital market in PNG. Based on current
estimates, these upstream engagements could translate into viable investment opportunities worth over US$300
million in the medium term.

MIGA is exploring opportunities to provide guarantees that mitigate political and regulatory risks and
de-risk private investment in agribusiness and infrastructure. It is also looking to support financial
institutions in expanding access to finance within PNG’s high-risk market environment.

To support the government’s National Prevention Strategy (NPS), the WBG portfolio has been
recalibrated to integrate a conflict-sensitive, do-no-harm, and resilience-focused approach. The entire
WBG portfolio, not just IDA operations, is qualitatively shifting to advance this prevention agenda with CPF
outcomes 14 explicitly focusing on these challenges. This will place prevention at the center of WBG policy
dialogue with the government and partners. For stronger risk management and conflict sensitivity, the following
measures will be integrated: (i) embedding a prevention lens in WBG programming; (ii) expanding WBG
operations into conflict-affected communities; (iii) enhancing partnerships at the subnational level; (iv)
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monitoring FCV risks at the subnational level; and (v) undertaking quarterly dialogue with key development
partners. The WBG portfolio’s alignment with prevention will be regularly monitored and discussed with the
government, and its progress shared through PRA annual review.

The WBG portfolio snapshot details the status of projects under implementation.

The CPF will leverage the WBG Knowledge Bank through targeted ASA engagements to support
implementation across outcomes and inform operations. Ongoing analytics address critical gaps in health,
fiscal and governance reforms, and private sector development—particularly in agriculture and agribusiness. Key
products include the Programmatic Health PASA, which strengthens systems and supports reforms like the PNG
Digital Health Strategy and the upcoming Public Finance Review, which will guide fiscal consolidation,
transparency, and accountability while creating space for human capital and infrastructure investments. The 2025
Poverty and Equity Assessment will provide granular analysis of poverty, inequality, and multidimensional
deprivation, highlighting links between agriculture, education, and nutrition—critical for shaping interventions
under Outcomes 1 and 4. The 2026 Economic Update will feature a PNG-specific jobs framework mapping
credible sources for the 1 million jobs target sectoral multipliers, and priority reforms, reinforcing the CPF’s
overarching outcome of creating more jobs for Papua New Guineans. In subsequent years, this will evolve into
a programmatic approach featuring sector-focused deep dives aligned with the jobs framework. Complementary
analytics, including the 2024 Enterprise Survey and the forthcoming B-READY assessment, will provide critical
insights into business constraints and regulatory bottlenecks shaping the jobs narrative. IFC aims to engage and
contribute to these knowledge products to ensure that private sector perspectives and priorities are well
represented, including key reforms critical for unlocking private sector potential to drive inclusive growth and
job creation. These knowledge engagements will inform Development Policy Operation (DPO) reforms, sector
investments, advisory work, and NPS implementation, while deepening understanding of the political economy
ahead of the 2027 elections and shaping post-election policy dialogue.

B. CPF Outcomes and IDA21 Policy Commitments (PCs)

The CPF’s cross-cutting outcome, More and Better Jobs in PNG, is closely aligned with IDA21’s PCs:
PC12 (More and Better Jobs), PC11 (Gender Equality), and PC14 (Addressing FCV Drivers and Sources
of Resilience). Interventions across the three pillars of PNG’s jobs framework directly support these PCs and
the government’s goal of creating 1 million jobs by 2027, while embedding a conflict-sensitive approach to
address conflict and violence risks.

Outcome 1, Improved Human Capital Outcomes, is anchored in IDA21 PC15’s focus on children and
adolescents. The CPF indicators on students supported with better education and people receiving quality
health nutrition services directly link the country challenges—Iearning poverty, gender gaps, and weak health
outcomes—to WBG Scorecard targets.

Outcome 2, More Connected Communities, contributes to IDA21’s PC17 on Water Security and PC22
on Electricity Access. The CPF indicator on people with improved access to electricity and climate-resilient
transport help tackle low electricity access and reliability and poor rural connectivity—aligning directly to WBG
Scorecard indicators.

Outcome 3, Improved Economic Governance, supports IDA21’s PC19 on Domestic Revenue
Mobilization and PC10 on Institutional Strengthening. The CPF indicator on improved resource revenue
management serves as a country context indicator, helping address budget volatility due to overreliance on
resource revenues and perceived corruption, while addressing service delivery gaps.

Outcome 4, Private Sector-Led Diversification, is anchored in IDA21 PC13’s focus on Financial Sector
Deepening. The CPF indicators non-resource GDP and private investment mobilized addresses limited
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diversification, weak agricultural value chains, and barriers to finance and land access. The indicator on private
investment mobilized is directly aligned with the WBG Scorecard indicator on total private capital enabled and
mobilized.

PNG is subject to IDA’s Sustainable Development Finance Policy (SDFP). As part of the SDFP, PNG is
subject to debt-related Performance and Policy Actions (PPAs). A continuous PPA has been a non-concessional
borrowing ceiling, which has evolved in value over the years. This measure has helped PNG mitigate long-term
debt risks. As part of the IDA21 allocation, PNG received SDR6.3 million (approximately US$8.4 million) in
FY26 of the 10 percent SDFP incentive as PNG satisfactorily implemented its FY25 PPAs. Future SDFP PPAs
will continue to include measures around debt transparency, debt management, and fiscal sustainability.

C. Relevant Implementation Issues

Persistent implementation challenges such as institutional capacity gaps, lengthy procurement processes,
complex administrative requirements, and land governance issues will take time to resolve. These systemic
constraints have contributed to delays in disbursement and slowed progress toward development outcomes.
While long-term reform remains essential, the CPF will mitigate these risks in the short term by leveraging
proven approaches that have delivered results. Building on recent gains in the portfolio and lessons from
successful operations, the WBG will prioritize strategies that accelerate implementation and strengthen
responsiveness.

During the CPF period, successful models will be scaled up, including community-driven planning and
simple, transparent delivery mechanisms. This approach builds on the Rural Service Delivery Project and
strong progress under the Agriculture Commercialization and Diversification and the Urban Y outh Employment
projects. Future operations will utilize third-party implementation, integrate interventions across sectors to
maximize synergies, and coordinate closely with development partners to avoid duplication. Integrated
interventions across education, health, nutrition, rural services, and agriculture will maximize synergies and
outcomes, while coordination with development partners will ensure complementarity and avoid duplication.
PRA eligibility will allow scaling of proven interventions into conflict-affected provinces. Operational
adjustments, such as quarterly implementation support missions, an expanding PNG office, and adjustments in
program direction under Division Director-level oversight will enable faster decision-making and real-time
troubleshooting. Joint Bank—IFC missions will reinforce collaboration, while the PRA will offer guidance on
interventions in conflict-affected provinces. These measures, grounded in selectivity and lessons learned,
position the CPF to deliver results by using tools that enhance monitoring and remote supervision.

D. Business Planning Process

The first annual review of the PRA monitoring framework will be conducted in February 2026. It will present
progress and confirm continued eligibility. From then on, the yearly WBG Annual Business Planning Exercise
(ABPE) will commence in October to inform government budget discussions, which take place in November
and December. The ABPE will conclude in February of the following calendar year, incorporating results from
the yearly PRA review and informing the internal WBG work programming and budgeting cycle. The ABPE
will place special emphasis on contextual risks and their impact on WBG programing, allowing for timely
adjustments after elections and in response to conflict and violence risks.

Figure 1: Annual Business Planning Schedule
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Partners’ Contributions to CPF Outcomes and Indicators

PNG has a small but close-knit development partner community, with Australia as its largest partner, followed
by the Asian Development Bank (ADB) and the World Bank Group. The development partner coordination
group meets quarterly, co-chaired by the United Nations Resident Coordinator and the Australian Deputy
High Commissioner. This forum serves as a platform for information sharing and coordinating support to the
government and has been instrumental in aligning efforts for the PNG National Prevention Strategy, a key
element for PNG to meet PRA eligibility criteria under the IDA21 FCV Envelope. ADB and WBG contribute
to advancing development-oriented PRA high-level actions, which will be delivered in concert with partners
that hold comparative advantages in peacebuilding and security, including Australia and the United Nations.

Australia and New Zealand will continue to provide funding through the PNG and Pacific Islands Umbrella
Facility. New Zealand is funding IFC Upstream and Advisory projects in PNG through the Pacific Resilience
Initiative Trust Fund; Australia’s Department of Foreign Affairs and Trade (DFAT) is considering supporting
IFC in PNG from FY27. Coordination with ADB will span across sectors. While the Full Mutual Reliance
Framework may be used, efforts will also focus on a clear division of labor to maximize impact. The OPEC
Fund is co-financing the education project, while discussions with the Asian Infrastructure Investment Bank
(AIIB) have advanced toward potential parallel financing in agriculture and DPO. These partnerships broaden
the financing base and reinforce coordinated efforts to support structural reforms and sectoral investments.
United Nation agencies such as UNOPS and UNICEF remain effective partners in implementing Bank-
financed projects, particularly in health and rural service delivery.

Partner coordination has so far focused on investment projects. A new and critical focus will be on coordinated
dialogue around reforms and budget support, starting with IMF and ADB and gradually expanding to include
other partners and the government. This dialogue will tackle deep economic governance challenges essential for
PNG’s sustainable development. The aim is to move beyond fragmented efforts toward a stronger, unified
approach that supports meaningful policy reforms and fiscal stability.

Table 1. Partner Contributions to CPF Outcomes and Indicators

'CPF Outcomes CPF Indicator ADB IMF DFAT AIIB EU EIB OPEC JICA Other
IAIFFP
Fund
Improved Human Capital (1.1 Students supported [X X X K UN (UNICEF), NGOs/CSOs/faith-based organizations (Save the
‘Outcomes with better education Children, World Vision); academia (UPNG/ANU)
(% female)
1.2 People receiving X X UN (UNICEF, WHO, UNFPA), GAVI /Global Fund; NGOs/faith-
quality health, nutrition,| based organizations (Save the Children, World Vision, Clinton
and population services Health Initiative, Catholic Church Health Service)
(% female)
More Connected 2.1 People provided X X X X X X
‘Communities with access to

electricity (% female)

2.2 People that benefit [X
from improved access
to sustainable transport
infrastructure and
services (% female)

Improved Economic 3.1 Resource revenue- [X X X
‘Governance to-GDP ratio

Increased Private Sector- |4.1 Total private capital
ILed Diversification enabled or mobilized
(US$ millions)

4.2 Non-resource GDP [X X X X [UN (FAO, IFAD)
(% of total GDP)

[Prevention Lens] PRA milestones X X X X United Nations (UN RC, UNDP, IOM, UN WOMEN)
[National Prevention
Strategy
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Table 2. Risks to CPF Implementation and Planned Mitigation Measures

Category

Political &
Governan
ce

Rating
High

Description (if High or Substantial)

PNG’s complex and evolving political landscape—including a multi-layered governance structure and

heightened dynamics ahead of the 2027 national election—poses substantial risks to policy
predictability, consistent decision-making, and reform implementation. The ongoing peace process
regarding the Autonomous Region of Bougainville (ARoB) adds further uncertainty. To mitigate these
risks, the WBG will continue to build and strengthen engagement across the entire political spectrum,
enhance relationships with various stakeholders, including the private sector, civil society, and
development partners. Active dialogue with both national and provincial governments where the WBG
has a development footprint will be maintained, including regular updates to technical and mid-
management public officials. Partnerships with the UN and other bilaterals will be utilized to monitor
relevant developments regarding the ARoB.

Macroeco
nomic

Substantial

Excessive macroeconomic volatility, persistent fiscal and monetary vulnerabilities, and high debt
distress risk continue to undermine economic stability. The WBG program aims to address these risks
through sustained macroeconomic policy dialogue, including through DPOs. In addition, the ongoing
38-month IMF ECF-EFF program addresses key macro critical vulnerabilities in fiscal and
monetary/forex policies.

Technical
Design

Substantial

Multisectoral challenges require coordination across agencies and levels of government. Innovative
approaches (PPPs, new technology) and lack of data systems can cause delays and verification
issues. For risk mitigation, sector-specific institutional and political economy analysis will be utilized,
along with the use of parallel ASA for technical assistance and greater pursuit of co-financing partners
such as ADB and OPEC.

Institution
al
Capacity

Substantial

Weak implementing agency capacity and ownership threaten effective implementation and
sustainability. Beyond project-level support, intensive client capacity building and implementation
support will be provided by deploying all tools to support readiness, including institutional
strengthening and maintaining effective project management units.

Fiduciary

Substantial

High-risk fiduciary environment due to mismanagement and misuse of public funds. Procurement
delays from limited capacity and convoluted processes impact efficiency. Ring-fenced funds flow,
auditing and financial reporting arrangements, and regular performance monitoring and
implementation support are utilized to minimize risks at the project level. Capacity-building efforts
will be increased, including through partnership with others as well as the use of Hands-on Expanded
Implementation Support (HEIS). Increased support from specialist PNG-based financial management
and procurement staff will be maintained to build capacity at the project level. More planned and
frequent procurement training, including in collaboration with other partners, will be utilized, along
with cost-effective third-party monitoring to support FM supervision to the subnational level.

Environm
ental &
Social
(E&S)

Substantial

Low institutional capacity and governance, sensitive environments, complex social contexts, and
limited baseline E&S data increase risks, especially in vulnerable areas. Risks at the project level will
be addressed through country system strengthening and capacity building, including enhanced
coordination with other donors. In addition to HEIS, support from in-country specialist staff will be
increased, along with engaging senior decision makers. The provision of regular and systematic
capacity building for PMU staff and investing in building long term-local E&S capacity will be
pursued.

Other
(FCV
risks)

Substantial

Subnational violence presents significant operational risks, including high security costs, difficulty
accessing project sites, threats to the safety of personnel, and timely engagement with
subnational partners. The risk of violence is expected to increase around the national elections, with
likely impacts on operations in high-risk areas. Through partnerships and WBG analytical work,
violence dynamics at the subnational level will be monitored and discussed regularly. Measures,
including the use of CERCs at the subnational level, strengthening partnerships with local entities, and
the cost-effective application of remote monitoring and supervision technologies will be explored.

Overall: Substantial
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