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Airlines of Papua New Guinea Limited

Airlines of Papua New Guinea Limited (“Airlines PNG”) is a regional carrier based in Port Moresby.

The Company was founded by Sir John Wild in the mid 1980’s as Milne Bay Air to service the remote regions 
of Milne Bay with one aircraft.

Back in 1987, Airlines PNG was awarded a major charter contract by Chevron Niugini Limited. That single 
contract launched the airline into the realm of professional corporate charters for the resource sector which 
today accounts for over 40% of revenue.

Over the last 25 years Airlines PNG has built up an extensive fleet of aircrafts and a network of aviation services 
that caters for both the charter and RPT markets.

Airlines PNG continues to operate seven days a week charter services for medivac, work crew positioning and 
part transport on top of its regular scheduled passenger services.

Today Airlines PNG operates a fleet comprising 14 Dash 8 aircraft. As one of Papua New Guinea’s major 
domestic carriers, Airlines now operates over 440 flights per week servicing 21 airports, including 10 principal 
destinations within Papua New Guinea.

Airlines PNG became a public company in June 2008 when it floated on the Port Moresby Stock Exchange. 
Since listing the company has been governed by a seasoned Board of Directors. 

The airline now employs more than 765 staff throughout PNG.
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CHAIRMAN’S REPORT

2013 was a year of significant development for Airlines PNG. This year’s Chairman’s report will focus on the many important 
steps that have been taken towards ensuring that our strategy for the growth of the airline through concentration on its Regular 
Passenger Transport (RPT) services is a success.

Last year was an especially busy one for management and staff, with numerous initiatives to strengthen and focus our 
operations on RPT services while continuing as the premium supplier of charter services. Specific initiatives that the board and 
management have undertaken include:

·	 Expanding our trunk route services;

·	 Discontinuing non-performing routes and exiting non-core international routes;

·	 Reducing fleet to a single aircraft type with the discontinuation of the Twin Otters;

·	 Reducing operation risk;

·	 Reducing debt levels;

·	 Building up our corporate customer base;

·	 Focusing on product delivery with specific focus on On-Time Performance (OTP); and

·	 Achieving Basic Aviation Risk Standard (BARS) accreditation and meeting global mining safety standards.

Airlines PNG enhanced its network in 2013 with an additional 47 Dash 8 sectors per week. The airline increased rural and 
capital city pairs. Among these new services were flights into Momase, re-introducing our Madang and Wewak services, 
additional Islands flights including Manus, Kavieng and Buka and in the Highlands with new and additional services into Tari 
and Moro.

At the same time as expanding its domestic operations the airline exited non-performing routes, predominately those utilising 
Twin Otter aircraft. These routes were not performing due to fixed costs outstripping what the aircraft were able to recover. 
Management also exited both of the airline’s international services and refocused its resources into its domestic operations.

The strategic exit of the Twin Otters from its fleet marks the end of an era for Airlines PNG. The airline sold five of its nine 
aircraft during 2013, and has placed the last four on the open market for sale. This decision was not taken lightly by the board 
as the Twin Otter has been a reliable workhorse of the fleet over a long period. Unfortunately many of the rural airfields that 
the Twin Otter operated into were not receiving the necessary upkeep, making operations unsafe. This meant that the Twin 
Otters were not able to operate on a sustainable commercial basis on RPT services to those airfields. Funds raised through the 
exit of the Twin Otter fleet are being used to reposition the airline for bigger and better things.

Management undertook a number of refinancing activities during the year which reduced the airline’s borrowings by K71 
million. This was achieved through the sale and lease-back of five of its Dash 8 aircraft. The airline increased its Dash 8 fleet 
from 11 to 14 aircraft between May 2013 and the end of the year by introducing three additional leased Dash 8s to support 
the roll out of additional services.

During the year management was proactive in meeting with many of the business houses throughout PNG in an effort to 
capture and rebuild its corporate customer base. Presentations and road shows resulted in securing many new commitments. 
Management worked to improve business for both the customer and Airlines PNG. The airline prides itself on its commitment 
to these corporate customers by ensuring that they can get out to the relevant ports and back to home base without disruption 
or delay.

Airlines PNG is proud of its OTP statistics during 2013 (on average 79%) and shows its commitment to improvement by 
publishing the figures in the press and on its website. The numbers achieved show the high levels of service that can be delivered 
in the PNG aviation industry. Moving to a more efficient fleet, as discussed below, will help boost that level of performance 
further.

Management and staff throughout the airline have worked hard to develop and improve the airline’s systems over the year, and 
to engrain a service culture focussing on OTP, product, reliability and quality customer service. At the same time, management 
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CHAIRMAN’S REPORT (cont.)

have taken steps to improve productivity and efficiency which have resulted in over 10 million kina in annualised savings, and work 
continues to achieve more savings.

The airline completed its BARS (Basic Aviation Risk Standard) accreditation during the year. BARS was developed for the resource 
industry so that companies all around the world can rely on a common safety standard when sourcing aviation services. The 
accreditation has already demonstrated its value for the airline by being instrumental in securing a number of new contracts during 
the year. BARS has an annual requirement of five safety audits and reviews, and the airline has consistently met all expectations. 

Significant change cannot be achieved overnight and while 2013 saw many of these initiatives being instituted the airline was not able 
to avoid another large loss. 2014 will see a full year of new services and improved cost structures which will see a dramatic turnaround 
in profitability. 2013 did see a 41% improvement in operational result which demonstrates that the changes in approach that the 
Board and management have put in place are working and will have a greater effect once in place for a full 12 months.

Looking ahead

Cost savings, BARS accreditation, new routes, simplifying fleet operations, corporate customers and the exit from the Twin Otter 
fleet are all part of a larger strategic plan for the airline, under which we see our airline continuing to play an integral part in PNG 
aviation and linking many of the rural and regional centres to provincial and national capitals.

Key to this success is the re-fleeting and rebranding of our airline, your airline, PNG’s regional airline.  

Management are in the final stages of concluding negotiations for the re-fleeting of the airline. The airline will move to younger, more 
efficient aircraft servicing a larger RPT market. These aircraft will allow the airline to service more ports on a daily basis due to their 
increased speed and improved reliability. The new fleet will also come with the very latest in technology and aviation enhancements, 
taking safety to new heights and eliminating some of the existing impediments in the PNG aviation industry. This re-fleeting will 
coincide with the rebranding and revitalisation of the airline. Management and staff are working closely with our communities in 
developing a new look for the airline. 

Outlook

Despite the challenges and changes that the airline experienced in 2013 the Directors believe that Airlines PNG has begun 
implementing a successful strategy, and that the commitment to a high level of product, service and efficiency will support a 
turnaround for the airline.

The Board sees many opportunities for the airline in the domestic market where the current level of service can be greatly improved. 
Through improved market focus and rebranding, new aircraft can support a strong domestic RPT business in a growing market. The 
exit from the Twin Otter fleet and from international services means the airline will have a simplified business model that will be able 
to deliver services with added quality, reliability and safety from a reduced cost base, allowing the airline to be price competitive in 
the market.

While the exit from the Twin Otter fleet was a hard decision to make we believe that the capital raised and utilised in the introduction 
of newer and more efficient aircraft will ultimately provide greater benefits to the traveling public.

The board and management will continue to position the airline for its new future, where it can maximise the benefits of a new fleet 
in an expanding PNG domestic market and where our focus will continue to be upon quality customer service and the product.

Finally, the Board would like to thank all shareholders for their continuing support as we begin to leverage off the strong foundations 
that have been built for the business over the past 12 months.  

Simon Wild

Chairman
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Director’s in Office at the Company’s balance date and continuing in Office:

BOARD OF DIRECTORS

Simon Wild
Simon Wild has been with 
Airlines PNG since 1998.
Simon is the son of the airline’s
founder John Wild and became 
Chariman of the Board upon 
listing of the company on 
POMSoX. As Chairman Mr 
Wild contributes valuable 
experience and knowledge of 
the airline’s historical operations, and of the airline industry 
in general.

Michael Koisen
Appointed 15 July 2008.
Mr Koisen holds qualifications 
in Business, Banking and 
Finance and is a Fellow of the 
Australian Mutual Institute, 
Senior Associate and a member 
of the Australian Institute 
of Company Directors. Mr 
Koisen currently holds the 
position of Chief Executive Officer with Teachers Savings 
and Loan Society Ltd. He has a career spanning 31 years in 
the savings and loan industry, 17 of those years as a Chief 
Executive. Mr Koisen provides services as Chairman of 
Capital Life Insurance, Director of Credit Corporation 
Limited and  Director of the Independent Public Business 
Corporation.

Augustine Mano
Appointed 17 March 2010. 
Augustine Mano is a 
graduate of Economics & 
Environmental Science from 
the University of Papua New 
Guinea. He also has a Master 
of Science in Petroleum 
Economics from the University 
of Dundee in Scotland. Prior 
to his appointment as the 
Managing Director of Mineral Resources Development 
Company, he was a Consultant to the Department of 
Petroleum & Energy on major petroleum projects in PNG. 
He also served as the Executive Director on various national 
construction, engineering and transportation companies. 
He was responsible for the establishment of one of the few 
successful national insurance companies in PNG.

Murray Woo
Mr Woo is the Managing 
Director of Woo Textile 
Corporation Limited and was 
appointed to the Airlines PNG 
Board on 29 August 2012. Mr 
Woo was  a founding Director 
of the Manufacturers’ Council 
of Papua New Guinea, of 
which he is now the Chairman. In that capacity he sits on 
a number of boards and committees including the National 
Superannuation Fund and Business Council of Papua New 
Guinea. Mr Woo is a Director of  Heathly Kamwood 
Limited and of Getaway Travel Limited. Mr Woo is a 
professional member of the Papua New Guinea Institute of 
Directors.
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CORPORATE GOVERNANCE STATEMENT

The Company has in place corporate governance practices 
which include an audit committee of the Board. These were 
originally adopted by the Board on 2 October 2008 and 
subsequently updated on the 18 March 2009, with further 
amendments on 29 November 2012 and 7 March 2013. The 
corporate governance practices also include the adoption of 
a board charter and specific charters for each of the Audit 
Risk and Compliance Committee and Remuneration and 
Nominations Committee of the Board. Following is a 
summary of those practices:

COMMUNICATION WITH SHAREHOLDERS
The Company’s Code of Conduct requires its employees 
to act with high standards of integrity, transparency, 
accountability and equity in all aspects of their employment 
with the company.
With this in mind, the Company commits to dealing fairly, 
transparently and openly with both current and prospective 
shareholders using available channels and technologies to 
communicate widely and promptly. The Company commits 
to facilitating participation in shareholder meetings, and 
dealing promptly with shareholder enquiries.
The Company’s shareholder communication policy is 
built around compliance with disclosure obligations and 
aspiring to be at the forefront of best practice in disclosure. 
The framework for communicating with shareholders is to 
concisely and accurately communicate:
• The Company’s strategy;
• How the Company implements that strategy; and 
• The Financial results consequent upon that strategy and  
 its implementation.
The Company uses shareholder forums such as the 
Annual General Meeting, and group meetings with larger 
shareholders, within disclosure policies, to communicate 
financial performance and strategies.

THE BOARD OF DIRECTORS
The Board, with support of its Committees, is responsible 
to the shareholders for the overall corporate governance 
and performance of the Company including its strategic 
direction, establishing goals for management and monitoring 

the achievement if those goals with a view to optimising 
Company performance and increasing shareholders value.
Key functions of the Board include:
• Overall strategy of the Company, including operating,  
 financing, dividend and risk management;
• Appointing the Chief Executive Officer and setting an  
 appropriate remuneration package;
• Endorsing appropriate policy settings for management;
• Reviewing Board composition and performance;
• Reviewing the performance of the Chief Executive   
 Officer;
• Approving a strategic plan and annual budget for the  
 Company and monitoring results on a regular basis;
• Ensuring that appropriate risk management systems are  
 in place and are operating to protect the Company’s  
 financial position and assets;
• Ensuring that the Company complies with the law and  
 relevant regulations and conforms with the highest   
 standards of financial and ethical behaviour;
• Acquisitions and disposals material to the business;
• Establishing authority levels;
• Directors’ remuneration (via the Remuneration and   
 Nomination Committee);
• Selecting (with the assistance of the Audit, Risk and
 Compliance Committee) and recommending to   
 shareholders, the appointment of external auditors; and 
• Approving financial statements.

THE CHAIRMAN OF THE BOARD
The Chairman is elected by the Directors. The Chairman’s 
role includes:
• Providing effective leadership on the Company’s strategy;
• Presenting the views of the Board to the public;
• Ensuring the Board meets regularly throughout the year  
 and that minutes are taken and recorded accurately;
• Setting the agenda of meetings and maintaining proper  
 conduct during meetings; and 
• Reviewing the performance of non-executive Directors.
The Chairman is not permitted to occupy the role of the 
Chief Executive Officer.
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COMPOSITION OF THE BOARD
The maximum number of Directors, as prescribed by the 
Constitution approved by the shareholders, is nine (9). The 
Board currently consists of five (5) non-executive Directors 
including the Chairman. A majority of the non-executive 
Directors must be independent.

The Board tests independence of its members using the 
following criteria:
• The Director is not an executive of the Company;
• The Director is not a substantial shareholder of the   
 Company or otherwise associated directly with 
 a substantial shareholder of the Company (substantial  
 shareholder is currently defined as more than 15%);
• The Director has not within the last three (3) years been
 a material consultant, or a principal of a material   
 professional adviser, to the Company or a group member, 
 or an employee materially associated with the service 
 provided;
• The Director is not a material supplier to, or a customer 
 of,  the Company or other group member or a material 
 consultant to the Company or other group member or an 
 employee materially associated with the material supplier 
 or customer;
• The Director has no material contractual relationship 
 with the Company or other group member other than as 
 a Director of the Company; and
• The Director is free from any interest and any business 
 or other relationship which could, or could reasonably be 
 perceived to, materially interfere with the Director’s 
 ability to act in the best interests of the Company.
Independent Board members are required to review their 
independence annually. Materiality will be assessed on a case-
by-case basis.
The Board does not accept that any office bearer and/or 
employee of an institutional shareholder has an automatic 
right to be appointed to the Board by virtue only of his/her 
position within that organization.

BOARD PERFORMANCE REVIEW
The Board regularly assesses its own performance in meeting 
its responsibilities. It is intended to extend the assessment 

of the Board as a whole to include an assessment of the 
contribution of each individual Director.
The Board is cognisant of the need to continually identify 
areas for improvement, to ensure that it meets the highest 
standards of corporate governance and for the Board and 
each Director to make an appropriate contribution to the 
Company’s objective of providing value to all its stakeholders. 
The performance review is conducted periodically and may 
involve assistance from external consultants.

BOARD’S RELATIONSHIP WITH MANAGEMENT
The management of the business of the Company is 
conducted by and under the supervision of the Chief 
Executive Officer and by those other officers and employees 
to whom the management function is properly delegated by 
the Chief Executive Officer.
The Board is responsible for:
• Defining the limits to management’s responsibilities;
• Approving the corporate objectives for which the Chief 
 Executive Officer is responsible.
All Directors have unrestricted access to Company records 
and information and receive regular detailed financial and 
operational reports to enable them to carry out their duties. 
The direct reports to the Chief Executive Officer make regular 
presentations to the Board on their areas of responsibility. 
The Chairman and the non-executive Directors have the 
opportunity to meet with the Chief Executive Officer and his 
direct reports for further consultation, and to discuss issues 
associated with the fulfilment of their roles as Directors.
Non-executive Directors may meet on their own periodically 
to review the performance and management processes of the 
Company.

BOARD COMMITTEES
To assist in the execution of its responsibilities, the Board has 
established two Board Committees. Executive Directors may 
not be member of such Committees. Each Committee has 
a formal Charter approved by the Board. After amendment 
of the Audit Risk and Compliance Committees Charter on 
the 7 March 2013, the  members of that Committee may 
recommend to the Board that a third member, who need not 
be a Director, be appointed to that Committee.

CORPORATE GOVERNANCE STATEMENT
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Committee members are chosen for the skills, experience 
and other qualities they bring to the Committee. At the next 
Board meeting following each Committee meeting, the Board 
is given a report by the Chairman of the relevant Committee.

Audit Risk and Compliance Committee
The Audit Risk and Compliance Committee is comprised 
of two Non-executive Directors who are independent and 
who are duly appointed by the Board. As mentioned, the 
Committee members may recommend appointment of a 
third member to the Committee by the Board. Under that 
power, Simon Woolcott a former Chief Financial Officer of 
the company was appointed to the Committee on 7 March 
2013. The Chairman of the Audit Risk and Compliance 
Committee must be one of the independent Directors and 
cannot be the Chairman of the Board. Michael Koisen 
is currently Chairman of this Committee. Each member 
should be capable of making a valuable contribution to the 
Committee and membership is reviewed annually by the 
Board.

The Key responsibilities of this Committee include:
• Integrity of the Company’s financial statements and the 
 financial reporting and audit process;
• External auditor’s qualifications, performance and 
 independence;
• The system of internal control and management of all 
 risks;
• The systems for ensuring operational efficiency and cost 
 control;
• The systems for approval and monitoring expenditure 
 including capital expenditure;
• The process for monitoring compliance with laws and 
 regulations (both in Papua New Guinea and Overseas);
• Implementation of Board decisions by management and 
 making recommendations to the Board for the 
 appointment of the external auditor; and
• Annual internal audit plan and its ongoing review.
In the course of fulfilling its mandate, the Committee may 
meet with both the internal and external auditors without 
management present.

Remuneration and Nomination Committee
The Remuneration and Nomination Committee is comprised 
of two Non-Executive Directors who are independent and 
who are duly appointed by the Board. The Chairman of the 
Remuneration and Nomination Committee must be one of 
the independent Directors and cannot be the Chairman of 
the Board. Augistine Mano is currently the Chairman of this 
Committee. Each member should be capable of making a 
valuable contribution to the Committee and membership is 
reviewed annually by the Board. 

The Remuneration and Nomination Committee has been 
established to assist the Board in fulfilling its oversight 
responsibilities in respect of Board and executive management 
selection, appointment, review and remuneration.

The key responsibilities of this Committee include:
• To oversee the selection and appointment of a Chief 
 Executive Officer and recommend and appropriate 
 remuneration and benefits package to the full Board;
• Identify and maintain a clear succession plan for the 
 executive management team, ensuring an appropriate mix 
 of skills and experience as well as appropriate remuneration 
 and  benefits packages are in place and reviewed regularly;
• Determine and review appropriate remuneration and 
 benefits of Directors for recommendation to the full 
 Board and subsequently to the shareholders;
• Ensure that the Board itself maintains an appropriate mix 
 of skills and experience necessary to fulfil its responsibilities 
 to shareholders while maintaining a world class corporate 
 governance regime;
• Receive and endorse positions/titles recommended by 
 the Chief Executive Officer from time to time as applying 
 to designated executive management positions;
• Review the procedures in place to ensure that all new 
 executive appointees are adequately qualified and 
 experienced and that proper recruitment procedures are 
 followed;
• Review transactions between the Company and any of 
 the Directors or relevant executive managers;
• Review employee remuneration and benefits policies and 
 practices generally; and

CORPORATE GOVERNANCE STATEMENT



11Annual Report 2013 Airlines PNG

• Review Board performance, tenure and succession 
 planning.

BOARD AND BOARD COMMITTEE MEETINGS
Scheduled meetings of the Board are held at least every two 
months and the Board meets on other occasions to deal with 
matters requiring attention. Meetings of Committees are 
scheduled regularly during the year.

The Chairman, in consultation with the Chief Executive 
Officer, determines meeting agendas. Meetings provide 
regular opportunities for the Board to assess the Company’s 
management of financial, strategic and major risk areas. 
To help ensure that all Directors are able to contribute 
meaningfully, papers are provided to Directors one week 
in advance of the meeting. Broad ranging discussion on all 
agenda items is encouraged, with healthy debate seen as vital 
to the Board’s decision making process.

DISCLOSURES BY DIRECTORS
Prior to appointment a Director designate is required 
to provide information to the Board for it to assess their 
independence in terms of the criteria set out above for 
assessing independence.
This information is assessed by the Board to determine 
whether on balance the relationship could, or could reasonably 
be perceived to, materially interfere with the exercise of the 
Director’s responsibilities. Materiality is assessed on a case-
by-case basis.
The Board is cognisant of the need to avoid conflicts of interest 
and it has in place policies and procedures for the reporting 
of any matter which may give rise to a conflict between the 
interests of a Director and those of the Company. These 
arrangements are designed to ensure that the independence 
and integrity of the Board are maintained.

PURCHASE/SALE OF SHARES BY DIRECTORS
The Board encourages non-executive Directors to own shares 
in the Company to further link their interests with those of 
all shareholders. Non-executive Directors are not eligible to 
participate in any employee share ownership scheme.

Directors are subject to Securities Act 1997 restrictions on 
buying, selling or subscribing for securities in the Company if 
they are in possession of inside information, i.e. information 
which is not generally available and which, if the information 
were generally available, a reasonable person would expect to 
have a material effect on the price or value of the securities of 
the Company. Directors should discuss proposed share trades 
with the Chairman of the Board in advance.

Further, Directors may only trade in the securities of the 
Company, subject to the foregoing insider trading restrictions, 
during each of the eight weeks (40 working days) following 
the announcements of half yearly and yearly results, or the 
date of issue of a prospectus.
In addition, Directors must not trade in any other entity if 
inside information on such entity comes to the attention of 
the Director by virtue of holding office as a Director of the 
Company.

PURCHASE AND SALE OF SHARES BY 
MANAGEMENT
Management of the Company is subject to the Securities 
Act 1997 restrictions on buying, selling or subscribing for 
securities in the Company if they are in possession of inside 
information, i.e. information which is generally available 
and which, if the information were generally available, a 
reasonable person would expect to have a material effect on 
the price or value of the securities of the Company.
Further, management may only trade in the securities of 
the Company, subject to the foregoing insider tradition 
restrictions, during each of the eight weeks (40 working 
days) following the announcements of half yearly and yearly 
results, or the date of issue of a prospectus. Management 
should discuss proposed share trades with the Chief Executive 
Officer in advance, who in turn will keep the Chairman of 
the Board apprised of management activities.
In addition, management must not trade in any other entity 
if inside information on such entity comes to the attention 
of management by virtue of holding office as an officer of the 
Company.
In the context of this policy, management is defined as the 
persons occupying the following positions:

CORPORATE GOVERNANCE STATEMENT
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• Chief Executive Officer
• Chief Financial Officer
• Chief Commercial Officer
• Chief Operating Officer
• General Counsel & Company Secretary
• General Manager Engineering
• General Manager Information Technology
• General Manager People and Facilities
• General Manager Safety Systems & Industry Affairs
• Finance & Planning staff involved with preparation of 
 financial records

INDEPENDENT ADVICE TO DIRECTORS
The Board recognises that in certain circumstances individual 
Directors may need to seek independent professional 
advice, at the expense of the Company on matters arising 
in the course of their duties. Any advice so received is made 
available to other Directors. Any Director seeking such advice 
is required to give prior notice to the Chairman of his or her 
intention to seek independent professional advice.

DIRECTORS’ FEES
The maximum aggregate amount of fees that can be paid 
to non-executive Directors is determined by shareholders 
at annual general meetings of the Company in accordance 
with the Constitution. Fees are intended to remunerate non-
executive Directors for time spent on Board and Committee 
matters, including review and preparation time, meeting 
attendance, visits to Company operations and travel. The 
Chairman may be required to spend additional time attending 
to his special responsibilities.

Annual fees are paid to the following, with the actual fees 
paid each year being disclosed in the Annual Report:
• Chairman;
• Non-Executive Director; and
• Board Committee Chairmen and Committee members.

EXTERNAL AUDITOR
The Audit Risk and Compliance Committee is responsible 
for making recommendations to the Board on appointment 
and terms of engagement of the Company’s external auditor. 

The selection is made from appropriately qualified firms and 
the recommended appointee is submitted to shareholders for 
ratification. In line with the policy of the Company, if it is 
proposed that the external auditor be appointed or confirmed 
for periods in excess of three years, the signing partner in the 
external audit firm must be rotated at least every three years.
The Committee reviews annually the performance of the 
external auditors and makes recommendations to the Board 
regarding the continuation or otherwise of their appointment 
while ensuring their independence is in line with Board 
policy.

There is a review of the external auditor’s proposed audit scope 
and approach to ensure there are no unjustified restrictions. 
Meetings are held separately with the external auditor to 
discuss any matters that the Committee or the external 
auditor believes should be discussed privately. The external 
auditor attends meetings of the Audit Risk and Compliance 
Committee at which the external audit and half yearly review 
are agenda items.

The Committee ensures that significant findings and 
recommendations made by the external auditor are received 
and discussed promptly and that management responds to 
recommendations by the external auditor in a timely manner. 
The external auditor is invited to the Annual General Meeting 
of the shareholders and is available to answer any relevant 
questions from shareholders.

INTERNAL AUDITOR
The Audit Risk and Compliance Committee approves, on 
the recommendation of management, the appointment of 
the internal auditors.
Reviews are undertaken of the scope of the work of the 
internal audit function to ensure no unjustified restrictions 
or limitations have been placed upon the internal auditors.

The Audit Risk and Compliance Committee also reviews the 
qualifications of internal audit personnel and endorses their 
appointment, replacement, reassignment or dismissal.

The Audit Risk and Compliance Committee may meet 

CORPORATE GOVERNANCE STATEMENT
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separately with the internal auditors to discuss and matters 
that the Committee or the internal auditors believe should 
be discussed privately. The internal auditor has direct access 
to the Audit Risk and Compliance Committee and to the 
Board. The Committee ensures that significant findings and 
recommendations made by the internal auditors are received 
and discussed promptly, and that management responds to 
recommendations made by the internal auditors on a timely 
basis. The internal auditors meet with the external auditors 
half yearly to review the scope and findings of internal audit’s 
annual audit plan and the extent of the external audit plan 
having regard to internal audit’s findings.

COMPLIANCE
The Audit Risk and Compliance Committee reviews the 
effectiveness for monitoring compliance with all legal 
requirements, accounting standards, regulatory obligations 
both economic and air safety and services regulations, listing 
rules and ensuring effective systems for internal financial 
control and for reporting non-financial operating data. It also 
reviews the results of management’s investigation and follow-
up (including disciplinary action) of any fraudulent acts or 
non-compliance.

The Committee obtains regular updates from management 
and the Company’s legal officers regarding compliance 
matters and satisfies itself that all regulatory compliance 
matters have been considered in the preparation of the 
financial statements.

Reviews of the findings of any examination by regulatory 
agencies are undertaken and the Chairman of the Audit Risk 
and Compliance Committee has the right to approach a 
regulatory agency  directly in an event of an issue arising.
 

CORPORATE GOVERNANCE STATEMENT
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DIRECTORS STATEMENT

Directors Statement
In the opinion of the Directors of Airlines of Papua New Guinea Limited:

a) the financial statements of the Group as set out on page 17 to 67 are drawn up so as to give a true and fair view of the  
 state of the Group’s affairs as at 31 December 2013, and of its results, cash flow and changes in equity for the financial  
 year ended on that date; and

b) there are, when this statement  is made out, reasonable grounds to believe that the Group will be able to pay its debts as  
 and when they fall due.

Signed in accordance with a resolution of the Directors.

       
Murray Woo      Augustine Mano
Director       Director

Port Moresby, 16 December 2014
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DIRECTORS REPORT

Directors’ report  
The directors of Airlines of Papua New Guinea Limited (‘the 
company”) submit herewith the annual consolidated financial 
report of the company and its subsidiaries (“the Group”) for 
the financial year ended 31 December 2013.  In order to 
comply with the provisions of the Companies Act 1997, the 
directors report as follows:

Office holders

The names and particulars of the directors and office holders 
as at the end of the financial year are:

Simon D Wild                 - Non Executive Chairman

Kostas Constantinou    - Non Executive Director

Michael Koisen              - Non Executive Director

Augustine Mano            - Non Executive Director

Murray Woo                   - Non Executive Director

The Group secretary as at the end of the financial year is John 
Biddle.

Review of operations and changes in state of affairs

The company’s principal activities are the operation of a 
charter and scheduled passenger airline throughout Papua 
New Guinea and the operation of charter and scheduled 
passenger airline service between Papua New Guinea and 
Australia. However the scheduled passenger airline service 
between Papua New Guinea and Australia was ceased during 
the year with the aim of expanding operations with in Papua 
New Guinea. The Group Recognised impairment losses of 
33.47 million during the year indicated on the aircraft and 
related assets. The Group Reported a net loss of K34.25 
million (2012: loss K19.98 million) after adjusting income 
tax benefit of K16.19 million (2012: tax benefit K8.74 
million).

The Group also owns 100% interest in Galatoire Investments 
involved in investment property, Pacrim Leasing involved 
in aircraft leasing, PNG Ground services for supplying 
of aircraft fuel and APNG Services Pty Ltd for supply of 
international aircrew. During the financial year there was no 

significant change in the principal activities or state of affairs 
of the company other than that referred to in the financial 
statements or notes thereto.

Change in accounting policies

Changes in accounting policies have been disclosed at Note 2 
to the financial statements.

Disclosure of Interest

The Directors of the Company have disclosed their interests  
in Note 28.1

Directors’ remuneration

Subject to the following paragraph, since the end of the 
previous financial year, no Director of the Group has received 
or become entitled to receive a benefit (other than a benefit 
included in the aggregate amount of emoluments received or 
due and receivable by Directors shown in the accounts, or the 
fixed salary of a full time employee of the Group or related 
corporation) by reason of a contract made by the Group 
or a related corporation with the director or with a firm of 
which he is a member or with a company in which he has a 
substantial financial interest. Total directors’ remuneration is 
disclosed at Note 28.4.

Simon Wild is the Managing Director of Skytrans Pty Ltd. In 
addition, Simon Wild and/or his family hold 100% beneficial 
ownership of each of Skytrans Pty Ltd, Avstaff International 
Pty Ltd and John R Wild Pty Limited. Refer to explanatory 
note 28.2 of the financial statements for details of related 
party transactions with these entities.

Donations
There were no donations made during the year by the Group 
(2012: Nil).

Independent audit report
The financial statements have been audited by Deloitte 
Touche Tohmatsu and should be read in conjunction with 
the independent audit report on page 68.  Audit fees and 
non-audit fees are disclosed at Note 33.
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Registered office and principal place of business

Part Portion 97
Milinch Granville
Jackson’s International Airport
Seven Mile NCD
Papua New Guinea

Signed in accordance with a resolution of and on behalf of 
the directors.

________________________________
Murray Woo
Director
Port Moresby,     16 December 2014

________________________________
Augustine Mano
Director
Port Moresby,   16 December 2014

DIRECTORS REPORT (cont.)
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Consolidated statement of profit or loss  
for the year ended 31 December 2013  

   Consolidated  Company 
 Notes  Year ended 

31/12/13 
 Year ended 

31/12/12 
 Year ended 

31/12/13 
 Year ended 

31/12/12 

   
K’000  K’000 

 
 K’000  K’000 

 
          
Revenue 5(a)  223,078  226,032  216,285  224,287 
Cost of sales 5(c)  (116,649)  (120,038)  (111,658)  (120,119) 
          
Gross profit   106,429  105,994  104,627  104,168 
          
Other revenue 5(b)  10,212  5,423  10,212  5,423 
Occupancy expenses   (6,149)  (7,005)  (5,753)  (6,653) 
Administration expenses (overhead)   (114,690)  (121,605)  (113,223)  (120,423) 
Finance costs 7  (12,771)  (11,533)  (12,771)  (11,533) 
          
Significant items- impairment 27  (33,469)  -  (33,469)  - 
Loss before tax 5(d)  (50,438)  (28,726)  (50,377)  (29,018) 
          
Income tax benefit / (expense) 8.1  16,189  8,744  16,171  8,832 
          
          
(LOSS) FOR THE YEAR   (34,249)  (19,982)  (34,206)  (20,186) 
          
          
Loss attributable to:          
          
Owners of the Company   (34,249)  (19,982)  (30,206)  (20,186) 
          
          
Earnings per Share           
 From loss through continuing operations:          
  
 
Basic and diluted (toea per share) 19  (15.358) 

 

(8.960) 

 

(15.339) 

 

(9.052) 
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Consolidated statement of profit or loss and other comprehensive income  
for the year ended 31 December 2013  

   Consolidated  Company 
 Notes  Year ended 

31/12/13 
 Year ended 

31/12/12 
 Year ended 

31/12/13 
 Year ended 

31/12/12 

   
K’000  K’000 

(restated) 
 K’000  K’000 

(restated) 

(LOSS)/PROFIT FOR THE YEAR   (34,249) 

 

(19,982) 

  
 

(34,206) 

  
 

(20,186) 
          
Other comprehensive income          
Items that will not be reclassified subsequently 
to profit or loss:    

 
 

    

          
Gain on revaluation of non-current assets net 
of tax 20  5,602 

 
5,386 

  
5,602 

  
5,386 

          
Impairment of revalued  non-current assets net 
of tax 20  (6,183) 

 
(14,018) 

  
(6,183) 

  
(14,018) 

          
Exchange gain/loss on translation of foreign 
operation   1 

 
76 

  
- 

  
- 

Items that may be reclassified subsequently to 
profit or loss:    

 
 

    

          
Other comprehensive loss  for the year net of 
tax   (580) 

 
(8,556) 

  
(581) 

  
(8,632) 

          
          
TOTAL COMPREHENSIVE LOSS FOR THE 
YEAR   (34,829) 

 
(28,538) 

 
(34,787) 

 
(28,818) 

          
          
Loss attributable to:          
          
Owners of the Company   (34,249)  (19,982)  (34,206)  (20,186) 
          
          
Total Comprehensive loss attributable to:          
          
Owners of the Company   (34,829)  (28,538)  (34,787)  (28,818) 
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Consolidated statement of financial position at 31 December 2013 

    Consolidated   Company 
 Notes  Year 

ended 
31/12/13 

  Year 
ended 

31/12/12 

01/12/12  Year 
ended 

31/12/13 

 Year 
ended 

31/12/12 

01/12/12 

   
K’000  K’000 

(restated) 
K’000 

(restated) 
 K’000  K’000 

(restated) 
K’000 

(restated) 
Assets            
Non-current assets            
            
Property, plant and equipment 11  110,432  208,803 242,799  110,047  208,369 242,393 
Investment property 12  5,961  5,961 5,961  -  - - 
Other Financial Assets 14  3,008  - -  3,028  20 20 
Intangible Assets   -  - 114  -  - 114 
Deferred tax assets  8.3  35,675  36,946 23,789  35,442  36,745 23,514 
            
Total non-current assets   155,076  251,710 272,663  148,517  245,134 266,041 
            
Current assets            
            
Inventories 16  14,340  19,451 16,250  12,879  17,685 14,618 
Trade and other receivables 17  26,993  26,080 33,871  26,166  25,148 32,291 
Assets held for sale 15(b)  14,774  27,016 -  14,774  27,016 - 
Other assets 15(a)  6,330  5,006 4,258  7,849  7,614 5,793 
Cash and bank balances   9   2,272  1,116 1,855  2,286  897 1,166 
            
Total current assets   64,709  78,669 56,234  63,953  78,360 53,868 
            
Total assets   219,785  330,379 328,897  212,471  323,494 319,909 
            
Equity and liabilities            
Capital and reserves            
            
Issued capital 18  57,271  57,271 57,271  57,271  57,271 57,271 
Reserves 20  15,102  43,145 52,974  15,102  43,145 52,974 
Accumulated (losses)/profit 21  (23,858)  (17,072) 2,838   (29,418)  (22,674) (2,485) 
            
Total equity   48,515  83,344 113,083  42,955  77,742 107,760 
            
Non-current liabilities            
            
Borrowings  22  26,954  82,059 59,931  26,954  82,059 59,931 
Deferred tax liabilities 8.3  36,727  54,930 54,731  35,926  54,143 53,956 
Provisions 23  3,544  2,898 2,547  3,530  2,887 2,539 
            
Total non-current liabilities   67,225  139,887 117,209  66,410  139,089 116,426 
            
Current liabilities            
Trade and other payables 24  49,999  46,851 40,775  49,075  46,361 38,395 
Borrowings  22  38,402  42,526 37,121  38,402  42,526 37,121 
Other financial liabilities   -  - 1,051  -  - 1,051 
Current tax liabilities 8.2  -  324 831  -  341 341 
Provisions 23  6,078  4,022 3,662  6,063  4,010 3,650 
Deferred revenue-un-availed 24  9,566  13,425 15,165  9,566  13,425 15,165 
            
Total current liabilities   104,045  107,148 98,605  103,106  106,663 95,723 
            
Total liabilities   171,270  247,035 215,814  169,516  245,752 212,149 
            
Total equity and liabilities   219,785  330,379 328,897  212,471  323,494 319,909 
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Consolidated statement of changes in equity for the year ended 31 December 2013 

 
 
 

Consolidated 
Share 
capital 

 

Revaluation 
reserve 

 

Retained 
earnings 

 

Total 
 K’000  K’000  K’000  K’000 

        
Balance at 1 January 2012 57,271  55,393  (2,392)  110,272 
Impairment on revalued aircraft /(previously reported) -  (2,419)  (1,037)  (3,456) 
Correction of tax balances -  -  6,267  6,267 
Balance at 1 January 2012 (restated) 57,271  52,974  2,838  113,083 
        
Impairment on revalued aircraft/(restatement) -  (14,018)  -  (14,018) 
Aircraft revaluation -  6,657  -  6,657 
Deferred tax on aircraft revaluation -  (1,271)  -  (1,271) 
Disposal of rotable parts/ aircraft -  (1,710)  -  (1,710) 
Reversal of deferred tax liability on sale of rotable parts -  513  -  513 
Realised revaluation of aircraft/rotables -  -  (4)  (4) 
Exchange gain on translation of foreign operations -  -  76  76 
Net loss  for the year -  -  (19,982)  (19,982) 
 57,271  43,145  (17,072)  83,344 
Balance at 31 December 2012 (restated)        
        
Realised revaluation aircraft/rotables -  -  27,462  27,462 
Exchange gain on translation of foreign operations -  -  1  1 
Revaluation of aircraft -  8,003  -  8,003 
Deferred tax on aircraft revaluation -  (2,401)  -  (2,401) 
Impairment on revalued aircraft -  (6,183)  -  (6,183) 
Disposal of rotable parts/aircraft -  (27,462)  -  (27,462) 
Net loss for the year -  -  (34,249)  (34,249) 
Balance at 31 December 2013 57,271  15,102  (23,858)  48,515 
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Consolidated statement of changes in equity  
for the year ended 31 December 2013 

Company 
Share 
capital 

 

Revaluation 
reserve 

 

Retained 
earnings 

 

Total 
 K’000  K’000  K’000  K’000 

        
Balance at 1 January 2012 57,271  55,393  (7,715)  104,949 
Impairment on revalued aircraft /(previously reported) -  (2,419)  (1,037)  (3,456) 
Correction of tax balances -  -  6,267  6,267 
Balance at 1 January 2012 (restated) 57,271  52,974  (2,485)  107,760 
        
Impairment on revalued aircraft/(restatement) -  (14,018)  -  (14,018) 
Aircraft revaluation -  6,657  -  6,657 
Deferred tax on aircraft revaluation -  (1,271)  -  (1,271) 
Disposal of rotable parts/aircraft -  (1,710)  -  (1,710) 
Reversal of deferred tax liability on sale of rotable parts -  513  -  513 
Exchange gain on translation of foreign operations -  -  (3)  (3) 
Net loss for the year -  -  (20,186)  (20,186) 
 57,271  43,145  (22,674)  77,742 
Balance at 31 December 2012 (restated)        
        
Realised revaluation aircraft/rotables -  -  27,462  27,462 
Revaluation of aircraft -  8,003  -  8,003 
Deferred tax on aircraft revaluation -  (2,401)  -  (2,401) 
Impairment on revalued aircraft -  (6,183)  -  (6,183) 
Disposal of rotable parts/aircraft -  (27,462)  -  (27,462) 
Net loss for the year -  -  (34,206)  (34,206) 
Balance at 31 December 2013 57,271  15,102  (29,418)  42,955 
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  Consolidated  Company 
 Notes Year ended 

31/12/13 
 Year ended 

31/12/12 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
  K’000  K’000  K’000  K’000 
Cash flows from operating activities         
         

Receipts from customers  214,657  231,576  207,743  229,690 
Other revenue  5,250  4,621  5,251  4,545 
Payments to suppliers and employees  (211,164)  (226,376)  (207,338)  (221,063) 
         
Cash generated from operations  8,743  9,819  5,656  13,172 
         
Interest paid  (12,771)  (11,533)  (12,771)  (11,533) 
Income taxes paid  -  -  -  - 
Net cash generated by operating activities  (4,028)  (1,714)  (7,115)  1,639 
         
Cash flows from investing activities         
         

Payments for property, plant and equipment  (714)  (1,749)  (619)  (1,674) 
Payment for purchase of aircraft  -  -  -  - 
Payment for aircraft improvements  (18,246)  (17,858)  (18,246)  (17,858) 
Payment for purchase of rotables  (2,352)  (6,772)  (2,352)  (6,772) 
Payment for purchase of motor vehicle  -  (177)  -  (177) 
Proceeds from disposal of aircraft and rotables 
Proceeds from disposal of property, plant and 
equipment  

85,717 
 

6  
 

-  

85,717 
 

6  
 

- 
Net cash (used in)/generated by investing 
activities  64,411  (26,556)  64,506  (26,481) 

         
Cash flows from financing activities         
         

Repayment of borrowings (secured notes)  -  -  -  1,500 
Proceeds from issue of secured notes   6,000  1,500  6,000 - - 
Proceeds from borrowings/ (repayments)         
- Financial institutions  (57,169)  34,212  (57,169)  34,212 
- Affiliated/ Related parties  -  -  3,227  (2,959) 

         
Net cash used in financing activities  (51,169)  35,712  (47,943)  32,753 
         
Net increase in cash and cash equivalents  9,214  7,442  9,447  7,911 
Cash and cash equivalents at the beginning of 

the year  (11,199)    (18,640)  (11,417)  (19,329) 
         
Cash and cash equivalents at the end of the 

year  (1,985)  (11,199)  (1,971)  (11,418) 
         

Represented by: 

 
Cash at bank and on hand         2,272                  1,116  2,286         897 
 
Bank overdraft          (4,257)      (12,315)  (4,257)      (12,315)

Consolidated statement of cash flows for the year ended 31 December 2013 
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1. General information 
 
Airlines of Papua New Guinea Limited (the Company) is a company incorporated in Papua New Guinea. The addresses 
of its registered office and principal place of business are disclosed in the introduction to the annual report. The principal 
activities of the Company and its subsidiaries (the Group) are categorised in note 6 in the segment note.  
 
2. Adoption of new and revised International Financial Reporting Standards (IFRSs)  
 
2.1 New and revised IFRSs affecting amounts reported and/or disclosures in the financial statements  
In the current year, the Group has applied a number of new and revised IFRSs issued by the International Accounting 
Standards Board (IASB) that are mandatorily effective for an accounting period that begins on or after 1 January 2013. 
 
 
Amendments to IFRS 7 Disclosures – Offsetting Financial Assets and Financial Liabilities 
 
The Group has applied the amendments to IFRS 7 Disclosures – Offsetting Financial Assets and Financial Liabilities for 
the first time in the current year. The amendments to IFRS 7 require entities to disclose information about rights of offset 
and related arrangements (such as collateral posting requirements) for financial instruments under an enforceable 
master netting agreement or similar arrangement. 
 
As the Group does not have any offsetting arrangements in place, the application of the amendments has had no 
material impact on the disclosures or on the amounts recognised in the consolidated financial statements. 
 
 
Impact of the application of IFRS 10 
 
IFRS 10 replaces the parts of IAS 27 Consolidated and Separate Financial Statements that deal with consolidated 
financial statements and SIC-12 Consolidation - Special Purpose Entities. IFRS 10 changes the definition of control 
such that an investor has control over an investee when a) it has power over the investee; b) it is exposed, or has 
rights, to variable returns from its involvement with the investee and c) has the ability to use its power to affect its 
returns. All three of these criteria must be met for an investor to have control over an investee. Previously, control was 
defined as the power to govern the financial and operating policies of an entity so as to obtain benefits from its 
activities. Additional guidance has been included in IFRS 10 to explain when an investor has control over an investee. 
 
Impact of the application of IFRS 11  
IFRS 11 replaces IAS 31 Interests in Joint Ventures, and the guidance contained in a related interpretation, SIC-13 
Jointly Controlled Entities - Non-Monetary Contributions by Venturers, has been incorporated in IAS 28 (as revised in 
2011). IFRS 11 deals with how a joint arrangement of which two or more parties have joint control should be classified 
and accounted for. Under IFRS 11, there are only two types of joint arrangements - joint operations and joint ventures. 
The classification of joint arrangements under IFRS 11 is determined based on the rights and obligations of parties to 
the  joint arrangements by considering the structure, the legal form of the arrangements, the contractual terms agreed  
by the parties to the arrangement, and, when relevant, other facts and circumstances. A joint operation is a joint 
arrangement whereby the parties that have joint control of the arrangement (i.e. joint operators) have rights to the 
assets, and obligations for the liabilities, relating to the arrangement. A joint venture is a joint arrangement whereby the 
parties that have joint control of the arrangement (i.e. joint venturers) have rights to the net assets of the arrangement. 
Previously, IAS 31 contemplated three types of joint arrangements - jointly controlled entities, jointly controlled 
operations and jointly controlled assets. The classification of joint arrangements under IAS 31 was primarily determined 
based on the legal form of the arrangement (e.g. a joint arrangement that was established through a separate entity was 
accounted for as a jointly controlled entity).  
The initial and subsequent accounting of joint ventures and joint operations is different. Investments in joint ventures are 
accounted for using the equity method (proportionate consolidation is no longer allowed). Investments in joint operations 
are accounted for such that each joint operator recognises its assets (including its share of any assets jointly held), its 
liabilities (including its share of any liabilities incurred jointly), its revenue (including its share of revenue from the sale of 
the output by the joint operation) and its expenses (including its share of any expenses incurred jointly). Each joint 
operator accounts for the assets and liabilities, as well as revenues and expenses, relating to its interest in the joint 
operation in accordance with the applicable Standards.  
The adoption of IFRS 10 and 11 has had no material impact on the Group. (Please see note 13) 
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Impact of the application of IFRS 12 
 
IFRS 12 is a new disclosure standard and is applicable to entities that have interests in subsidiaries, joint arrangements, 
associates and/or unconsolidated structured entities. In general, the application of IFRS 12 has resulted in more 
extensive disclosures in the consolidated financial statements (please see note 13). 
 
IFRS 13 Fair Value Measurement 
The Group has applied IFRS 13 for the first time in the current year. IFRS 13 establishes a single source of guidance for 
fair value measurements and disclosures about fair value measurements. The scope of IFRS 13 is broad; the fair value 
measurement requirements of IFRS 13 apply to both financial instrument items and non-financial instrument items for 
which other IFRSs require or permit fair value measurements and disclosures about fair value measurements, except for 
share-based payment transactions that are within the scope of IFRS 2 Share-based Payment, leasing transactions that 
are within the scope of IAS 17 Leases, and measurements that have some similarities to fair value but are not fair value 
(e.g. net realisable value for the purposes of measuring inventories or value in use for impairment assessment 
purposes).  
IFRS 13 defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction in the principal (or most advantageous) market at the measurement date under current market conditions. 
Fair value under IFRS 13 is an exit price regardless of whether that price is directly observable or estimated using 
another valuation technique. Also, IFRS 13 includes extensive disclosure requirements. 
 
IFRS 13 requires prospective application from 1 January 2013. In addition, specific transitional provisions were given to 
entities such that they need not apply the disclosure requirements set out in the Standard in comparative information 
provided for periods before the initial application of the Standard. In accordance with these transitional provisions, the 
Group has not made any new disclosures required by IFRS 13 for the 2012 comparative period (please see note 13 for 
the 2013 disclosures). Other than the additional disclosures, the application of IFRS 13 has not had any material impact 
on the amounts recognised in the consolidated financial statements. 
 
Amendments to IAS 1 Presentation of Items of Other Comprehensive Income 
The Group has applied the amendments to IAS 1 Presentation of Items of Other Comprehensive Income for the first 
time in the current year. The amendments introduce new terminology, whose use is not mandatory, for the statement of 
comprehensive income and income statement. Under the amendments to IAS 1, the ‘statement of comprehensive 
income’ is renamed as the ‘statement of profit or loss and other comprehensive income’ [and the ‘income statement’ is 
renamed as the ‘statement of profit or loss’]. The amendments to IAS 1 retain the option to present profit or loss and 
other comprehensive income in either a single statement or in two separate but consecutive statements. However, the 
amendments to IAS 1 require items of other comprehensive income to be grouped into two categories in the other 
comprehensive income section: (a) items that will not be reclassified subsequently to profit or loss and (b) items that 
may be reclassified subsequently to profit or loss when specific conditions are met. Income tax on items of other 
comprehensive income is required to be allocated on the same basis - the amendments do not change the option to 
present items of other comprehensive income either before tax or net of tax. The amendments have been applied 
retrospectively, and hence the presentation of items of other comprehensive income has been modified to reflect the 
changes. Other than the above mentioned presentation changes, the application of the amendments to IAS 1 does not 
result in any impact on profit or loss, other comprehensive income and total comprehensive income 
 
Amendments to IAS 1 Presentation of Financial Statements 
(as part of the Annual Improvements to IFRSs 2009 - 2011 Cycle issued in May 2012) 
 
The Annual Improvements to IFRSs 2009 - 2011 have made a number of amendments to IFRSs. The amendments that 
are  relevant to the Group are the amendments to IAS 1 regarding when a statement of financial position as at the 
beginning of the preceding period (third statement of financial position) and the related notes are required to be 
presented. The amendments specify that a third statement of financial position is required when a) an entity applies an 
accounting policy retrospectively, or makes a retrospective restatement or reclassification of items in its financial 
statements, and b) the retrospective application, restatement or reclassification has a material effect on the information 
in the third statement of financial position. The amendments specify that related notes are not required to accompany 
the third statement of financial position.  
 
The Group has made a retrospective restatement in the financial statements in regards to the impairment losses 
recognised through its owned aircraft and related assets. The prior period statement of profit or loss and the statement 
of financial position have been restated to reflect the impairment losses that would have been recognised in that period 
had the total carrying value of the aircraft been considered against its valuation in the respective period as shown in the 
note 3.5. 
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2.2 New and revised IFRSs in issue but not yet effective 
 
 
IFRS 15 – Revenue from contracts with customers  
 
The objective of IFRS 15 is to establish the principles that an entity shall apply to report useful information to users of 
financial statements about the nature, amount, timing, and uncertainty of revenue and cash flows arising from a 
contract with a customer. The application of the standard is mandatory for annual reporting periods starting from 1 
January 2017 onwards. Earlier application is permitted. Further IFRS 15 requires an entity to disclose qualitative and 
quantitative information about all of the following : 

-‐ its contracts with customers; 
-‐ the significant judgments, and changes in the judgments, made in applying the guidance to those contracts; 

and 
-‐ any assets recognised from the costs to obtain or fulfil a contract with a customer 

 
The following five step model prescribed in IFRS 15 as accounting requirement for revenue is already being satisfied 
by Airlines PNG in recognising its revenue as it considers valid accountable documents in the case of manual sales or 
e-tickets as the source (contract) of the sale and revenue is recognised upon the provision of the service as per the 
contract terms. 

• Identify the contract(s) with a customer. 
• Identify the performance obligations in the contract. 
• Determine the transaction price. 
• Allocate the transaction price to the performance obligations in the contract. 

Recognise revenue when (or as) the entity satisfies a performance obligation.” 
 

 

 
 
 
IAS 19 Employee Benefits (as revised in 2011) 
 
In the current year, the Group has applied IAS 19 Employee Benefits (as revised in 2011) and the related consequential 
amendments for the first time. 
 
IAS 19 (as revised in 2011) changes the accounting for defined benefit plans and termination benefits. The most 
significant change relates to the accounting for changes in defined benefit obligations and plan assets. The amendments 
require the recognition of changes in defined benefit obligations and in the fair value of plan assets when they occur, 
and hence eliminate the ‘corridor approach’ permitted under the previous version of IAS 19 and accelerate the 
recognition of past service costs. All actuarial gains and losses are recognised immediately through other 
comprehensive income in order for the net pension asset or liability recognised in the consolidated statement of financial 
position to reflect the full value of the plan deficit or surplus. Furthermore, the interest cost and expected return on plan 
assets used in the previous version of IAS 19 are replaced with a ‘net interest’ amount under IAS 19 (as revised in 
2011), which is calculated by applying the discount rate to the net defined benefit liability or asset. These changes have 
had an impact on the amounts recognised in profit or loss and other comprehensive income in prior years (see the 
tables below for details). In addition, IAS 19 (as revised in 2011) introduces certain changes in the presentation of the 
defined benefit cost including more extensive disclosures. 
Application of IAS 19 has had no material impact on the Group’s consolidated financial statements 
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IFRS 9 Financial Instruments 
IFRS 9, issued in November 2009, introduced new requirements for the classification and measurement of financial 
assets. IFRS 9 was amended in October 2010 to include requirements for the classification and measurement of 
financial liabilities and for derecognition. 
 
Key requirements of IFRS 9: 
 

• All recognised financial assets that are within the scope of IAS 39 Financial Instruments: Recognition and 
Measurement are required to be subsequently measured at amortised cost or fair value. Specifically, debt 
investments that are held within a business model whose objective is to collect the contractual cash flows, and 
that have contractual cash flows that are solely payments of principal and interest on the principal outstanding 
are generally measured at amortised cost at the end of subsequent accounting periods. All other debt 
investments and equity investments are measured at their fair value at the end of subsequent accounting 
periods. In addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in 
the fair value of an equity investment (that is not held for trading) in other comprehensive income, with only 
dividend income generally recognised in profit or loss. 
 

• With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9 
requires that the amount of change in the fair value of the financial liability that is attributable to changes in the 
credit risk of that liability is presented in other comprehensive income, unless the recognition of the effects of 
changes in the liability’s credit risk in other comprehensive income would create or enlarge an accounting 
mismatch in profit or loss. Changes in fair value attributable to a financial liability’s credit risk are not 
subsequently reclassified to profit or loss. Under IAS 39, the entire amount of the change in the fair value of the 
financial liability designated as fair value through profit or loss is presented in profit or loss. 

 
The directors of the Company anticipate that the application of IFRS 9 in the future may have a significant impact on 
amounts reported in respect of the Group’s financial assets and financial liabilities. However, it is not practicable to 
provide a reasonable estimate of the effect of IFRS 9 until a detailed review has been completed. 
 
Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities 
 
The amendments to IAS 32 clarify the requirements relating to the offset of financial assets and financial liabilities.  
Specifically, the amendments clarify the meaning of ‘currently has a legally enforceable right of set-off’ and 
‘simultaneous realisation and settlement’. 
 
The directors of the Company do not anticipate that the application of these amendments to IAS 32 will have a 
significant impact on the Group’s consolidated financial statements as the Group does not have any financial assets and 
financial liabilities that qualify for offset. 
 
 

 

 
3. Significant accounting policies 
 
3.1 Statement of compliance 
 
The financial statements of Airlines of Papua New Guinea Limited and its subsidiaries (“the Group”) have been prepared 
in accordance with International Financial Reporting Standards as adopted by the Accounting Standards Board of 
Papua New Guinea (ASB) and the requirements of the Papua New Guinea Companies Act 1997. 
 
3.2 Basis of preparation 
 
The financial statements have been prepared on the historical cost basis except for the revaluation of certain non-
current assets and financial instruments. Historical cost is generally based on the fair value of the consideration given in 
exchange for assets. 
All amounts are presented in Papua New Guinea Kina unless otherwise noted. 
Accounting policies are selected and applied in a manner which ensures that the resulting financial information satisfies 
the concepts of relevance and reliability, therefore ensuring that the substance of the underlying transactions or other 
events is reported.  The accounting policies adopted are consistent with those of the previous year unless otherwise 
specified. 
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All amounts are presented in Papua New Guinea Kina unless otherwise noted. 
 
 
The financial statements were authorized for issue by the Directors on 16 December 2014. 
 
 
The principal accounting policies are set out below.  
 
 
3.3 Basis of consolidation 
 
The consolidated financial statements incorporate the financial statements of the Company and entities (including 
structured entities) controlled by the Company and its subsidiaries. Control is achieved when the Company: 
 

• has power over the investee; 
• is exposed, or has rights, to variable returns from its involvement with the investee; and 
• has the ability to use its power to affect its returns.  

 
Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into 
line with those used by other members of the Group. 
 
 
3.4 Revenue recognition 
 
Revenue is measured at the fair value of the consideration received or receivable.   
  
3.4.1  Carriage of passenger and freight  
 
Revenue from the carriage of passengers and freight is recognised at the time the passenger or freight is uplifted for 
carriage, includes concession revenue and is after deducting returns, commissions and taxes. 
 
3.4.2  Sale of goods 
 
Revenue from the sale of goods is recognised when all the following conditions are satisfied: 
 

• the Group has transferred to the buyer the significant risks and rewards of ownership of the goods; 
 

• the Group retains neither continuing managerial involvement to the degree usually associated with ownership 
nor effective control over the goods sold; 

 
• the amount of revenue can be measured reliably; 

 
 

• it is probable that the economic benefits associated with the transaction will flow to the entity; and 
 

• the costs incurred or to be incurred in respect of the transaction can be measured reliably. 
 

 
3.4.3  Interest income  
 
Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate 
applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life of the 
financial asset to the asset’s net carrying amount. 
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3.5 Restatement(s) of financial statements 
 
The effect of the impairment of the Dash 8 and Twin Otter Aircraft of K23.48mn, along with the tax balances which had 
not been accounted for correctly in previous years results in the restatement of the Statement of financial position as at 
31 December 2012 and the Statement of comprehensive income for the year then ended and a restatement of the 
Statement of financial position as at 1 January 2012. These are as follows: 
 
 (a) Restatement of 31 December 2012  

    

Previously reported at 
31 Dec 2012 Restatement 

Restated as at 
31 Dec 2012 

    
K’000 K’000 K’000 

Impact on Statement of comprehensive income 
  

Gain on revaluation of non-current assets net of tax 4,238 
                  
1,148  5,386 

Impairment of revalued non-current assets net of tax - (14,018) (14,018) 

Other comprehensive loss for the year net of tax 4,314 (12,870) (8,556) 
Total comprehensive loss for the year (15,668) (12,870)  (28,538)  

       Impact on Statement of financial position 
  Deferred tax liabilities 

 
65,131   (10,201) 54,930  

Total non -current liabilities 
 

150,088   (10,201) 139,887  
Total liabilities 

  
257,236   (10,201)    247,035  

       Revaluation reserve 
  

57,163  (14,018)  43,145  

Retained earnings 
  

(22,302)  5,230  (17,072)  

Total equity 
  

92,132  (8,788)  83,344 

Total equity and liabilities 
 

349,368  (18,989)  330,379  

       Property, plant and equipment  228,829 (20,026) 208,803 

Deferred tax assets 
  

35,909  1,037 36,946  

Non- current assets 
  

270,699  (18,989) 251,710 

Total assets 
  

                         
349,368  (18,989)  330,379 

 
(b) Restatement of 1 January 2012 

    

Previously reported at 
1 January 2012 Restatement 

Restated as at 
1 January  
2012 

    
K’000 K’000 K’000 

       Impact on Statement of financial position 
  Deferred tax liability 

 
60,998  (6,267) 54,731  

Revaluation reserve 
  

55,393  (2,419)  52,974 

Retained earnings 
  

(2,392)  5,230  2,838  

       Property, plant and equipment  246,255 (3,456) 242,799 
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3.6 Leasing
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as operating leases.

 The Group as lessee

Assets held under finance leases are initially recognised as assets of the Group at their fair value at the inception of 
the lease or, if lower, at the present value of the minimum lease payments. The corresponding liability to the lessor is 
included in the statement of financial position as a finance lease obligation. 

Lease payments are apportioned between finance expenses and reduction of the lease obligation so as to achieve a 
constant rate of interest on the remaining balance of the liability. Finance expenses are recognised immediately in profit 
or loss, unless they are directly attributable to qualifying assets, in which case they are capitalised in accordance with 
the Group’s general policy on borrowing costs (see 3.7 below). Contingent rentals are recognised as expenses in the 
periods in which they are incurred.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except where 
another systematic basis is more representative of the time pattern in which economic benefits from the leased asset are 
consumed. Contingent rentals arising under operating leases are recognised as an expense in the period in which they 
are incurred.

3.7 Foreign currencies

The individual financial statements of each group entity are presented in the currency of the primary economic 
environment in which the entity operates (its functional currency). For the purpose of the consolidated financial 
statements, the results and financial position of each group entity are expressed in Papua New Guinea Kina (‘K’), which 
is the functional currency of the Group and the presentation currency for the consolidated financial statements.

Exchange differences are recognised in statement of comprehensive income  in the period in which they arise except 
for:

 • exchange differences on foreign currency borrowings relating to assets under construction for future productive  
  use, which are included in the cost of those assets when they are regarded as an adjustment to interest costs 
  on those foreign currency borrowings;

 • exchange differences on transactions entered into in order to hedge certain foreign currency risks; and 
  exchange differences on monetary items receivable from or payable to a foreign operation for which settlement 
  is neither planned nor likely to occur (therefore forming part of the net investment in the foreign operation), 
  which are recognised initially in other comprehensive income and reclassified from equity to profit or loss on 
  disposal or partial disposal of the net investment. 

3.8 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets 
that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those 
assets, until such time as the assets are substantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on qualifying 
assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in the statement of profit or loss in the period in which they are incurred.

3.9  Retirement benefit costs 

Contributions to defined contribution retirement benefit plans are recognised as an expense when employees have 
rendered service entitling them to the contributions.
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3.10 Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

3.10.1 Current Tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the 
consolidated statement of comprehensive income because of items of income or expense that are taxable or deductible 
in other years and items that are never taxable or deductible. The Group’s liability for current tax is calculated using tax 
rates that have been enacted or substantively enacted by the end of the reporting period.

3.10.2 Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the 
financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities 
are generally recognised for all taxable temporary differences. Deferred tax assets are generally recognised for all 
deductible temporary differences to the extent that it is probable that taxable profits will be available against which 
those deductible temporary differences can be utilized. Such deferred tax assets and liabilities are not recognised if the 
temporary difference arises from goodwill or from the initial recognition (other than in a business combination) of other 
assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiaries 
and associates, and interests in joint ventures, except where the Group is able to control the reversal of the temporary 
difference and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred tax assets 
arising from deductible temporary differences associated with such investments and interests are only recognised to the 
extent that it is probable that there will be sufficient taxable profits against which to utilize the benefits of the temporary 
differences and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent 
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the 
liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted or substantively 
enacted by the end of the reporting period. The measurement of deferred tax liabilities and assets reflects the tax 
consequences that would follow from the manner in which the Group expects, at the end of the reporting period, to 
recover or settle the carrying amount of its assets and liabilities. 

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against 
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends 
to settle its current tax assets and liabilities on a net basis.

3.10.3 Current and deferred tax for the period

Current and deferred tax are recognised as an expense or income in statement of comprehensive income, except when 
they relate to items that are recognised outside profit or loss (whether in other comprehensive income or directly in 
equity), in which case the tax is also recognised outside statement of comprehensive income, or where they arise from 
the initial accounting for a business combination. In the case of a business combination, the tax effect is taken into 
account in the accounting for the business combination.

3.11 Property, plant and equipment

Land and buildings and rotable parts held for use in the production or supply of goods or services, or for administrative 
purposes, are stated in the statement of financial position at their revalued amounts, being the fair value at the date 
of revaluation, less any subsequent accumulated depreciation and subsequent accumulated impairment losses. 
Revaluations are performed with sufficient regularity such that the carrying amounts do not differ materially from those 
that would be determined using fair values at the end of the reporting period.

Any revaluation increase arising on the revaluation of such land and buildings and rotable parts are recognised in other 
comprehensive income, except to the extent that it reverses a revaluation decrease for the same asset previously 
recognised in profit or loss, in which case the increase is credited to statement of comprehensive income to the extent 
of the decrease previously expensed. A decrease in the carrying amount arising on the revaluation of such land and 
buildings is recognised in statement of comprehensive income to the extent that it exceeds the balance, if any, held in 
the properties revaluation reserve relating to a previous revaluation of that asset. 
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3.11 Property, plant and equipment (cont.)

Depreciation on the revalued component of the revalued assets are charged to the revaluation reserve. Per IAS 16 para 41, 
the revaluation surplus included in equity in respect of an item of property, plant and equipment may be transferred directly 
to retained earnings as the asset is used by an entity. In such a case, the amount of the surplus transferred would be the 
difference between depreciation based on the revalued carrying amount of the asset and depreciation based on the asset’s 
original cost. Transfers from revaluation surplus to retained earnings are not made through profit or loss.

Freehold land is not depreciated.

Plant and equipment and motor vehicles are stated at cost less accumulated depreciation and accumulated impairment 
losses.

Depreciation is recognised so as to write off the cost or valuation of assets (other than freehold land and properties under 
construction) less their residual values over their useful lives, using the straight-line method except for aircraft and aircraft 
components which are depreciated based on usage. The estimated useful lives, residual values and depreciation method 
are reviewed at each year end, with the effect of any changes in estimate accounted for on a prospective basis.

Assets held under finance leases are depreciated over their expected useful lives. However, when there is no reasonable 
certainty that ownership will be obtained by the end of the lease term, assets are depreciated over the shorter of the lease 
term and their useful lives. 

Aircraft held for use in the supply of services are stated in the statement of financial position at their revalued amounts, 
being the fair value at the date of revaluation, less any subsequent accumulated depreciation and subsequent accumulated 
impairment losses. Revaluations are performed with sufficient regularity such that the carrying amounts do not differ 
materially from those that would be determined using fair values at the end of the reporting period.

Owned aircraft are depreciated based on estimated useful life and usage of its components, as each component of an 
aircraft namely airframe, propeller, landing gear, engine and auxiliary power unit, have specific useful lives prescribed by 
the manufacturer and their specific usage.  

Effective annual depreciation rates resulting from those methods are :

Dash 08 Aircraft                       4.1%
Twin Otter Aircraft                    2.1%

Major depreciation rates are:

Land and buildings                        3.00%  straight line
Plant and equipment                   11.25%  straight line
Motor vehicle                               30.00%  straight line

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the 
difference between the sales proceeds and the carrying amount of the asset and is recognised in the statement of profit 
or loss.
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3.11.1 Impairment of tangible assets 
At the end of each reporting period, the Group reviews the carrying amounts of its tangible assets to determine whether 
there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable 
amount of the asset is estimated in order to determine the extent of the impairment loss (if any). When it is not possible 
to estimate the recoverable amount of tan individual asset, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a reasonable and consistent basis of allocation can be identified, 
corporate assets are also allocated to individual cash-generating units, or otherwise they are allocated to the smallest 
group of cash-generating units for which a reasonable and consistent allocation basis can be identified. 
 
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the 
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current 
market assessments of the time of money and the risks specific to the asset for which the estimates of future cash flows 
have not been adjusted. 
 
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the 
carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is 
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the 
impairment loss is treated as a revaluation decrease. 
 
 
 
 
3.12 Investment property 
 
Investment property, which is property held to earn rentals and/or for capital appreciation (including property under 
construction for such purposes), is measured initially at its cost, including transaction costs. Subsequent to initial 
recognition, investment property is measured at fair value. Gains and losses arising from changes in the fair value of 
investment property are included in statement of comprehensive income in the period in which they arise. 
 
 
3.13 Goods and Services Tax 
 
Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except: 
 

• where the amount of GST incurred is not recoverable from the Internal Revenue Commission, it is recognised 
as part of the cost of acquisition of an asset or as part of an item of expense; or 

 
• for receivables and payables which are recognised inclusive of GST. 

 
The net amount of GST recoverable from, or payable to, the Internal Revenue Commission is included as part of 
receivables or payables. 

 
Cash flows are included in the cash flow statement on a gross basis. The GST component of cash flows arising from 
investing and financing activities which is recoverable from, or payable to, the Internal Revenue Commission is classified 
as operating cash flows. 
 
3.14 Overhaul of Aircraft Engines and Major Components 
The cost associated with the overhaul of aircraft engines and major components excluding leased assets is amortised 
over the lifetime of those specific overhaul costs. When aircraft are revalued theses costs are taken into account to 
arrive at the revaluation increase or decrease, hence the costs will be adjusted accordingly to reflect the fair value of the 
total aircraft asset upon revaluation.  
In relation to leased assets, the net of overhaul costs and amount claimed on maintenance reserve from lessor is 
amortised over the lifetime of those assets or balance lease term whichever is less. 
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3.14.1 The cost of subsequent major cyclical maintenance checks  
 
The cost of subsequent major cyclical maintenance checks for owned aircraft are capitalised and depreciated over the 
the scheduled usage period to the next major inspection or the remaining life of the aircraft. 
The costs incurred for scheduled major maintenance of the aircraft’s fuselage and engines are capitalised and 
depreciated until the next maintenance. The depreciation rate is determined on technical grounds, according to its use 
expressed in terms of cycles and flight hours.  
 
In case of aircraft under operating leases, current lease contracts establish the obligation of the company (lessee) to 
make deposits to the lessors as a guarantee of compliance with the maintenance and return conditions. The 
maintenance costs for leased aircraft are accrued on the basis of aircraft usage to reflect the maintenance reserve 
requirement per lease agreement. When a major maintenance is performed that expenditure is then offset against the 
maintenance provision. 
The unscheduled maintenance of aircraft and engines, as well as minor maintenance, are charged to results as incurred. 
 
3.15 Inventories 
 
Inventories are stated at the lower of cost and net realisable value.  Costs, including the cost of direct materials, 
transportation and duties, are assigned to inventory on hand by the method most appropriate to each particular class of 
inventory, with the majority being valued on a first in first out or average cost basis. 
 
Net realisable value represents the estimated selling price for inventories less all estimated costs of completion and 
costs necessary to make the sale. 
 
 
3.16  Financial instruments 
 
3.16.1 Financial assets 
 
 
All financial assets are recognised and derecognised on trade date where the purchase or sale of a financial asset is 
under a contract whose terms require delivery of the financial asset within the timeframe established by the market 
concerned, and are initially measured at fair value, plus transaction costs, except for those financial assets classified as 
at fair value through statement of comprehensive income, which are initially measured at fair value.  
 
Financial assets are classified into the following specified categories: financial assets ‘at fair value through profit or loss’ 
(FVTPL), ‘held-to-maturity’ investments, ‘available-for-sale’ (AFS) financial assets and ‘loans and receivables’. The 
classification depends on the nature and purpose of the financial assets and is determined at the time of initial 
recognition. 
 
Financial assets at FVTPL are stated at fair value, with any gains or losses arising on re-measurement recognised in 
profit or loss. The net gain or loss recognised in statement of comprehensive income incorporates any dividend or 
interest earned on the financial asset and is included in the ‘ other gains and losses’ line item in the statement of 
comprehensive income. 
 
Impairment of financial assets 
 
Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each reporting 
period. Financial assets are impaired where there is objective evidence that, as a result of one or more events that 
occurred after the initial recognition of the financial asset, the estimated future cash flows of the investment have been 
affected.  
 
For certain categories of financial asset, such as trade receivables, assets that are assessed not to be impaired 
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of impairment for a 
portfolio of receivables could include the Group’s past experience of collecting payments, an increase in the number of 
delayed payments in the portfolio past the average credit period of 60 days, as well as observable changes in national or 
local economic conditions that correlate with default on receivables. 
 
For financial assets carried at amortised cost, the amount of the impairment is the difference between the asset’s 
carrying amount and the present value of estimated future cash flows, discounted at the financial asset’s original 
effective interest rate.  
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3.16  Financial instruments (cont.) 
 
The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the 
exception of trade receivables, where the carrying amount is reduced through the use of an allowance account. When a 
trade receivable is considered uncollectible, it is written off against the allowance account. Subsequent recoveries of 
amounts previously written off are credited against the allowance account. Changes in the carrying amount of the 
allowance account are recognised in statement of comprehensive income. 
 
 
 
3.16.2  Financial liabilities and equity instruments issued by the Group 
 
3.16.2.1 Classification as debt or equity 
 
Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of 
the contractual arrangement. 
 
3.16.2.2 Equity instruments 
 
An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its 
liabilities. Equity instruments issued by the Group are recognised at the proceeds received, net of direct issue costs. 
 
 
3.16.2 .3 Financial liabilities 
 
Financial liabilities are classified as either financial liabilities ‘at FVTPL’ or ‘other financial liabilities’. 
 
3.16.2.4 Financial liabilities at FVTPL 
 
Financial liabilities are classified as at FVTPL when the financial liability is either held for trading or it is designated as at 
FVTPL. Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on re-measurement 
recognised in profit or loss.  
 
 
 
 
3.16.2.4  Other financial liabilities 
 
Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs.  
 
3.16.2.5 Derecognition of financial liabilities 
 
The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged, cancelled or 
they expire. 
 
 
3.16.3  Derivative financial instruments 
 
The Group may enter into forward contracts to manage its exposure to foreign exchange rate risk. 
 
Cash flow hedging instruments recognised at fair value at the date a derivative contract is entered into and are 
subsequently remeasured to their fair value at the end of each reporting period. The resulting gain or loss is recognised 
in equity and subsequently reclassified to profit or loss. 
A derivative with a positive fair value is recognised as a financial asset whereas a derivative with a negative fair value is 
recognised as a financial liability. A derivative is presented as a non-current asset or a non-current liability if the 
remaining maturity of the instrument is more than 12 months and it is not expected to be realised or settled within 12 
months. Other derivatives are presented as current assets or current liabilities. 
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3.17 Impairment of intangible assets  
 
At the end of each reporting period, the Group reviews the carrying amounts of its intangible assets to determine 
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the 
recoverable amount of the asset is estimated in order to determine the extent of the impairment loss(if any). When it is 
not possible to estimate the recoverable amount of tan individual asset, the Group estimates the recoverable amount of 
the cash-generating unit to which the asset belongs. When a reasonable and consistent basis of allocation can be 
identified, corporate assets are also allocated to individual cash-generating units, or otherwise they are allocated to the 
smallest group of cash-generating units for which a reasonable and consistent allocation basis can be identified. 
 
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the 
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current 
market assessments of the time of money and the risks specific to the asset for which the estimates of future cash flows 
have not been adjusted. 
 
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the 
carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is 
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the 
impairment loss is treated as a revaluation decrease.  
 
When an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased 
to the revised estimate of recoverable amount, but so that the increased carrying amount does not exceed the carrying 
amount that would have been determined had no impairment loss been recognised for the asset (or cash-generating 
unit) in prior years. A reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset 
is carried at a revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase. 
 
 
3.18 Non-current assets held for sale 
 
Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered 
principally through a sale transaction rather than through continuing use. This condition is regarded as met only when 
the asset (or disposal group) is available for immediate sale in its present condition subject only to terms that are usual 
and customary for sales of such asset (or disposal group) and its sale is highly probable. Management must be 
committed to the sale, which should be expected to qualify for recognition as a completed sale within one year from the 
date of classification. 
 
When the Group is committed to a sale plan involving loss of control of a subsidiary, all of the assets and liabilities of 
that subsidiary are classified as held for sale when the criteria described above are met, regardless of whether the group 
will retain a non-controlling interest in its former subsidiary after the sale. 
 
When the Group is committed to a sale plan involving disposal of an investment, or a portion of an investment, in an 
associate or joint venture, the investment of the portion of the investment that will be disposed of is classified as held for 
sale when the criteria described above are met, and the Group discontinues the use of the equity method in relation to 
the portion that is classified a held for sale. Any retained portion of an investment in an associate or a joint venture that 
has not been classified as held for sale continues to be accounted for using the equity method. The Group discontinues 
the use of the equity at the time of disposal when the disposal results in the Group losing significant influence over the 
associate or joint venture. After the disposal takes place, the Group accounts for any retained interest in the associate or 
joint venture in accordance with IAS 39 unless the retained interest continues to be an associate or a joint venture, in 
which case the Group uses the equity method. 
 
Non-current assets (and disposal groups) classified as held for sale are measured at the lower of their previous carrying 
amount and fair value less costs to sell.  
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3.19  Provisions 
 
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it 
is probable that the group will be required to settle the obligation, and a reliable estimate can be made of the amount of 
the obligation. 
The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation 
at the end of the reporting period, taking into account the risks and uncertainties surrounding the obligation. When a 
provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present 
value of those cash flows (when the effect of the time value of money is material).  
 
When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, 
a receivable is recognised as an asset if is virtually certain that the reimbursement will be received and the amount of 
the receivable can be measured reliably. 
 
3.20 Comparative Amounts 
Where necessary, comparative figures have been adjusted to conform to current disclosure and reclassifications of 
balances. This has not resulted in any adjustment to net assets or retained earnings. 
 

3.21 Going Concern 

The financial statements have been prepared on the going concern basis which assumes that the consolidated entity 
and the Company will be able to meet their liabilities and obligations as and when they fall due in the normal course 
of business for the foreseeable future.  

The consolidated entity’s loss before tax and impairment during the year was K16.96 million which was an improvement 
over the 2012 financial year loss before tax of K28.7 million. The current year loss before tax after recognition of 
impairment in relation to Dash 08 and Twin Otter aircraft assets of K33.5 million is K50.4 million.  

Operating revenue remained stable year on year, and this reflects the effect of the strategic change in the Airline's 
business mix implemented during 2012, with a shift in emphasis to Regular Passenger Transport resulting from 
reallocation of assets that came off long term contracts to new Regular Passenger Transport operations. The result in 
2013 which remains a loss year on year highlighted the need for the Company to reassess its business plan. 

As at 31 December 2013 the consolidated entity had a working capital deficiency, being an excess of current liabilities 
over current assets, of K39.3 million (2012: K28.5 million), and experienced positive cash flows of K9.2 million (2012: 
K7.4 million). 

As a result of the financial performance for the year ended 31 December 2013 the consolidated entity breached its loan 
covenants in respect of its Notes. The consolidated entity has obtained an extension of the Note Facility until 23 
September 2016 subject to the successful completion of the K20million capital raising referred to below.   In the event 
that the capital raising is not successful the consolidated entity has a waiver in respect of covenant breaches until 31 
December 2014. 

 Subsequent to 31 December 2013, the consolidated entity’s performance resulted in an operating loss before further 
impairment, of K14.7 million, for the half year ended 30 June 2014.  

The Directors have commenced the implementation of a capital restructuring program and business restructure to raise 
funds and convert the entire fleet of aircraft, from the current Twin Otters and Dash 8s, to ATRs, within the next five 
years. The new fleet will attract less maintenance cost and ensure higher passenger numbers based on the aircraft 
capacity. 

 



37Annual Report 2013 Airlines PNG

FINANCIALS
Notes to the consolidated financial  statements for the year ended 31 December 2013

Airlines of Papua New Guinea Limited Consolidated Financial Statements for the year ended  31 December 2013                               
     25 
 

 
 

 
 

 
3.21 Going Concern (cont.) 

The key aspects of the capital restructuring and the funding of the business based on Management’s business plan 
incorporate achievement of all of the following matters; 

• As set out in Note 31, on 9 October 2014 the Company announced to POMSOX that it had signed agreements 
with each of Mineral Resources Development Company Limited, Mineral Resources Ok Tedi No 2 Limited and 
Mineral Resources Star Mountains Limited (collectively “MRDC”), and an agreement with National 
Superannuation Fund Limited (“NASFUND”) under which each of MRDC and NASFUND has agreed to 
subscribe K10 million for new shares (the “Issues”) in the Company (for a total subscription amount of K20 
million).  Under the agreements, MRDC and NASFUND will each subscribe for 100 million new shares at 10 
toea per share and be granted 200 million free options (each convertible to 1 new share in the Company) with 
each option exercisable at any time during a 5 year period at 2 toea per new share. The K20 million has been 
received at the date of this report.  The completion of the issue of shares to MRDC and NASFUND is 
dependent upon the Company buying back 120 million existing shares from Sir John Wild at a price of K1 in 
total (“the share buy-back”).   The MRDC and NASFUND subscriptions and the share buy-back are subject to 
approval by those shareholders who are entitled to vote in respect of each of these matters 

• A further raising of an additional K10m in capital on or before August 2015 
• The maintenance of the existing Note facility , which is dependent upon the successful conclusion of the 

current K20 million capital raising 
• The forbearance of the consolidated entity’s creditors and the continuing support of other lenders  
• The restructuring initiatives resulting in sufficient operating profit and positive cash flows to enable the 

consolidated entity to meet its liabilities when they fall due, the outcome of which includes exposures to 
movements in jet fuel prices and foreign exchange rates  
 

Notwithstanding that the respective outcomes of the matters referred to above are not entirely within the control of the 
consolidated entity, the Board is confident that it can achieve successful outcomes and believes that it is appropriate to 
prepare these financial statements on the going concern basis. 

However, in the event that the consolidated entity is unable to secure successful outcomes in relation to matters 
described above, significant uncertainty would exist as to the ability of the consolidated entity and the Company to 
continue as going concerns and therefore whether they would be able to realise their assets and discharge their 
liabilities in the normal course of business. 

The financial statements do not include any adjustments relating to the recoverability and classification of recorded 
assets amounts or to the amounts and classification of liabilities that may be necessary should the consolidated 
entity and the Company be unable to continue as going concerns. 

 
 
4 Critical judgements in applying accounting estimates 
 
The following are the critical judgments, apart from those involving estimations (see 4.1 below), that the directors have 
made in the process of applying the entity’s accounting policies and that have the most significant effect on the amounts 
recognised in financial statements. 
 
 
4.1 Key sources of estimation uncertainty 
 
The following areas of estimations and application of accounting policies are taken to ensure that a true and fair financial 
position and performance is represented at year end. None of the following accounting estimates had a material effect 
on the preparation of the year end financials. 
 
 
Bad debts are treated on an individual basis and no general provision has been made. Allowances for doubtful debtors 
are provided for based on irrecoverable amounts determined by reference to past default experience of the counterparty. 
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4.1 Key sources of estimation uncertainty (cont.) 
 
Inventory obsolescence is recognised on the basis of inventory ageing, therefore inventory that has not been used in the 
last 5 years is provided for 50% of the value and inventory and inventory items that have not been used for more than 5 
years is fully provided for.   
 
 

 
5. Revenue 
 
An analysis of the Group’s revenue for the year from continuing operations is as follows:  
 
 Consolidated  Company 
   Year ended      

     31/12/13 
   Year ended      
     31/12/12 

 Year ended 
31/12/13 

 Year ended 
31/12/12 

 K’000  K’000  K’000  K’000 
5. (a) Revenue        
Revenue from carriage of passenger and cargo 130,573  109,638  130,573  109,638 
Revenue from charters 85,712  114,649  85,712  114,649 
Revenue from sale of fuel 6,793  1,745  -  - 

        
 223,078  226,032  216,285  224,287 

 
 

 
The following assumptions underlie the calculation of long service leave benefits: 
 
Probability that the leave will be taken based on years of service: 
 

1. Total annual gross salary is factored by annual PNG CPI change % to reflect annual wage increase. 
2. The above is then multiplied by the number of years yet to be completed till 15 years to arrive at salary at 15 

years. 
3. LSL at 15 years is then calculated based on the above salary at 15 years 
4. LSL at 15 years is discounted at PNG CPI 5.7% to arrive at NPV of LSL. 
5. NPV of LSL is then adjusted for the probability factors arrived based on range from 3 to 15 years as shown 

below to arrive at probable liability of LSL 
 
 31-Dec-13 Calc year end   

Probability   
0.00% 0 - <3yrs service 

 20.00% 3 - <4 
 26.67% 4 - <5 
 33.33% 5 - <6 
 40.00% 6 - <7 
 46.67% 7 - <8 
 53.33% 8 - <9 
 60.00% 9 - <10 
 66.67% 10 - <11 
 73.33% 11 - <12 
 80.00% 12 - <13 
 86.67% 13 - <14 
 93.33% 14 - <15 
 100.00% 15> yrs of service 

       
5.70% Discount rate (based on PNG CPI ) 

  

 

 



39Annual Report 2013 Airlines PNG

FINANCIALS
Notes to the consolidated financial  statements for the year ended 31 December 2013

Airlines of Papua New Guinea Limited Consolidated Financial Statements for the year ended  31 December 2013                               
     27 
 

 
 

 
 

 
5.Revenue (cont.) 
 
5. (b) Other revenue 

       

        
Engineering sales 282  1,021  282  1,021 
Interest received 22  4  22  4 
Aircraft handling income 2,219  1,127  2,219  1,127 
Other revenue 1,250  434  1,250  434 
Rent received 58  23  58  23 
Realised foreign currency gain (429)  552  (429)  552 
Realised FEC gain  -  1,051  -  1,051 
Unrealised foreign currency gain/ (loss) 1,847  1,283  1,847  1,283 
Profit/ (Loss) on the sale of  plant & equipment 4,963  (172)  4,963  (172) 

 10,212  5,423  10,212  5,423 
        

 

 
 
 

 
Consolidated 

 
Company 

 Year ended 
31/12/13 

 Year ended 
31/12/12 

 Year ended 
31/12/13 

 Year ended 
31/12/12 

 K’000  K’000  K’000  K’000 
5. (c) Cost of Sales        
        
Direct operational cost 9,041  11,602  7,422  9,706 
Fuel, Air Navigation & Landing costs 50,363  41,157  46,991  43,134 
Engineering costs 22,249  27,342  22,249  27,342 
Depreciation of aircraft & rotable improvements (Note 
11) 18,483 

 
16,853 

 
18,483 

 
16,853 

Lease Hire costs 10,562  18,068  10,562  18,068 
Aircraft Insurance costs 5,950   5,016  5,950  5,016 

 
 116,649 

 
120,038 

 
111,658 

 
120,119 

 
 
5.(d) Loss before tax 
 
 

 
Consolidated 

 
Company 

 Year ended 
31/12/13 

 Year ended 
31/12/12 

 Year ended 
31/12/13 

 Year ended 
31/12/12 

 K’000  K’000  K’000  K’000 
        
        
Operating loss before significant items- impairment (16.969)  (28,726)  (16,908)  (29,018) 
Significant item- impairment (33,469)  -  (33,469)  - 

Loss before tax (50,438)  (28,726)  (50,377)  (29,018) 
 
Operating loss for 2013 before impairment was K16.969 million (2012:K28.726 million) 
 
 
6. Segment information  
 
6.1 Operating Segments 
IFRS 8 requires operating segments to be identified on the basis of internal reports about components of the Group 
that are regularly reviewed by the chief operating decision maker in order to allocate resources to the segments and to 
assess their performance. 
The group’s reportable segments under IFRS 8 are as follows; 

• Regular Passenger Travel (RPT) 
• Aircraft Charters 
• Other – comprising of fuel sales 
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6 segmentation information (cont.) 
Information regarding these segments is presented below.  Amounts reported for the prior period have been restated 
to conform to the requirements of IFRS 8. The accounting policies of the new reportable segments are the same as 
the Group’s accounting policies. 
 
 
6.2 Segment revenues and results  
 
The following is an analysis of the Group’s revenue and results from continuing operations by reportable segment: 
 

 Segment revenue  Segment (loss)/ profit 

 
Year ended 

31/12/13 
 Year ended 

31/12/12  
Year ended 

31/12/13 
 Year ended 

31/12/12 
 K’000  K’000  K’000  K’000 
        
Segment revenues        
Revenue from passengers and cargo 130,573  109,638  43,859  42,076 
6.2 Segment revenues and results (cont.) 
  

 
   

 
 

Revenue from Charters 85,712  114,649  52,560  56,904 
Other 6,792  1,745  1,802  1,665 
        
Total for continuing operations 223,078  226,032  98,221  100,645 
        
Other revenue 5 (b)    10,212  5,423 
Amortisation of borrowing costs and 
capitalized expenses  

 
  - 

 
(114) 

Interest expense     (12,771)  (11,533) 
Unallocated central and administration costs     (112,631)  (123,147) 
Impairment     (33,469)  - 
        
(Loss)/profit before tax (continuing operations)     (50,438)  (28,726) 
        
Revenue reported above represents revenue generated from external customers. Intersegment sales have been 
eliminated. 
The Chief Operating Decision Maker reviews the profitability of each of the above segments up to gross profit level. 
The same aircraft is used for charter and passengers and cargo hence the bulk of the aircraft and personnel related 
costs are unallocated and presented as central and administration costs above. 
 
6.3 Segment assets and liabilities  
No separate disclosure has been made for segment assets, liabilities since the Group used the same Group of aircraft 
to generate the three segment revenue noted above. 

 
6.4 Geographical information 
The Group operates in one principal geographical area which is its country of domicile. 
 
6.5 Information about major customers  
Included in revenue arising from main revenue streams of the Group of K223 million are charter revenue of 
approximately K81.1 million (2012: K76.7 million) which arose from sales to the Group’s top five (5) major customers. 
 
7. Finance costs 
 

  Consolidated  Company 
 Year ended 

31/12/13 
 Year 

ended 
31/12/12 

 Year ended 
31/12/13 

 Year ended 
31/12/12 

 K’000  K’000  K’000  K’000 
        
Interest on loans & lease 7,004  6,348  7,004  6,348 
Interest on bank overdrafts   1,323  2,212    1,323  2,212 
Interest on other borrowings (non-financial institution)  4,444  2,973  4,444  2,973 
        
 12,771  11,533  12,771  11,533 
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The tax rate used for the 2013 and 2012 reconciliations above is the corporate tax rate of 30% payable by corporate 
entities under tax law that have been enacted or substantively enacted by reporting date. 
 
8.2 Current tax assets and liabilities 
 Consolidated  Company 
 31/12/13  31/12/12  31/12/13  31/12/12 
 K’000  K’000  K’000  K’000 
Current tax assets        
Tax refund receivable 17  -  -  - 
        
 17  -  -  - 
Current tax liabilities        
Income tax payable  -  324  -  341 
        
 -  324  -  341 
 
 
8.3 Deferred tax balances 
 
Deferred tax assets/(liabilities) arise from the following: 
 
 

8. Income taxes 
 
 
8.1 Income tax recognised in profit or loss 

 
 Consolidated  Company 

 

Year ended 
31/12/13 

 Year 
ended 

31/12/12 

 Year ended 
31/12/13 

 Year ended 
31/12/12 

 K’000  K’000  K’000  K’000 
        
Tax benefit / (expense) comprises:        

 Current tax benefit/ (expense) in respect of the current year (743) 
 

- 
 

(743) 
 

- 
 Deferred tax benefit relating to the origination and reversal 

of temporary differences 16,932 
 

8,744 
 

16,914 
 

8,832 
         
Total tax benefit /(expense) relating to continuing operations 16,189  8,744  16,171  8,832 

 
The tax benefit for the year can be reconciled to the accounting loss as follows: 
 Consolidated  Company 

 

Year ended 
31/12/13 

 Year ended 
31/12/12 

 Year ended 
31/12/13 

 Year ended 
31/12/12 

 K’000  K’000  K’000  K’000 
        
(Loss)/profit from continuing operations  (50,438)  (28,726)  (50,377)  (29,018) 
        
Income tax benefit/(expense) calculated at 30% 15,131  8,618  15,113  8,705 
Effect of expenses that are not deductible in determining taxable 

profit (Tax effect of permanent differences) 1,058 
 

126 
 

1,058 
 

127 
 16,189  8,744  16,171  8,832 
        
Income tax benefit/expense recognised in loss or profit  16,189  8,744  16,171  8,832 
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Consolidated 2013 Opening balance 

 Recognised 
in statement of 
comprehensive 

income 

 

Closing balance 

 

 
 K’000  K’000  K’000   
           (restated)       
Temporary differences        
        
Doubtful debts 658                       197                                                                                                                      855   
Leave entitlements 2,082  804  2,886   
Stock Obsolescence 585  -  585   
 3,325  1,001  4,326   

 
Unused tax losses and credits       
Tax losses 33,712  (2,363)  31,349   
Other  (91)  91  -   
        
 33,621  (2,272)  31,349   
        
Deferred tax assets 36,946  (1,271)  35,675   
        
Capitalised expenses (9,989)  (726)  (10,715)   
Inventory (5,890)  1,442  (4,448)   
Fixed assets (38,696)  17,301  (21,395)   
Unrealised currency losses (355)  186  (169)   
Deferred tax liabilities 
(restated) (54,930)  18,203  (36,727)   
 

Consolidated 2012 Opening balance 

 

Recognised 
in statement of 
comprehensive 

income 

  

Closing balance 
 K’000  K’000   K’000 
Temporary differences       
       
Doubtful debts 658  -   658 
Leave entitlements 1,863  219   2,082 
Stock Obsolescence 532  53   585 

 3,053  272   3,325 
Tax losses 20,746  12,966   33,712 
Other  (10)  (81)   (91) 
       
 20,736  12,885   33,621 

Deferred tax assets 
 

23,789  13,157   36,946 
       
       
Capitalised expenses (9,806)  (183)   (9,989) 
Inventory (4,918)  (972)   (5,890) 
 
       
Fixed assets (40,438)  1,742   (38,696) 
Unrealised currency 

losses 431  (786)   (355) 
Deferred tax liabilities 

(restated) (54,731)  (199)   (54,930) 
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8. Income taxes (cont.) 
 
 
 
 
 
Company 2013 
 Opening balance 

 

Recognised 
in statement of 
comprehensive 

income 

   
 
 

Closing balance 

 K’000  K’000   K’000 
Temporary differences 
Doubtful debts 658  197   855 
Leave entitlements 2,069  584   2,653 
Stock Obsolescence 585  -   585 
 3,312  781   4,093 
Unused tax losses and credits      
Tax losses 33,433  (2,084)   31,349 
       
Deferred tax assets 36,745  (1,303)   35,442 
       
Capitalised expenses (9,989)  (726)   (10,715) 
Inventory (5,890)  1,442   (4,448) 
Fixed assets (37,909)  17,315   (20,594) 
Unrealised currency 

gains/(loss) (355)  186   (169) 
Deferred tax liabilities (54,143)  18,217   (35,926) 
 
 
 
 
Company 2012 
 Opening balance 

 Recognised 
in statement of 
comprehensive 

income 

  Closing balance 
 
 
 

 K’000  K’000   K’000 
Temporary differences 
Doubtful debts 658  -   658 
Leave entitlements 1,857  212   2,069 
Stock Obsolescence 532  53   585 
 3,047  265   3,312 
Unused tax losses and 

credits      
 

Tax losses 20,467  12,966   33,433 
       
Deferred tax assets 23,514  13,231   36,745 
       
Capitalised expenses (9,806)  (183)   (9,989) 
Inventory (4,918)  (972)   (5,890) 
Fixed assets (39,663)  1,754   (37,909) 
Unrealised currency gains/(loss) 431  (786)   (355) 
Deferred tax liabilities 
(restated) (53,956)  (187)   (54,143) 
 
 
 
9. Cash & cash equivalents 
 Consolidated  Company 

 

Year ended 
31/12/13 

 

Year ended 
31/12/12 

(restated) 
 

 Year ended 
31/12/13 

 

Year ended 
31/12/12 
(restated) 

 K’000  K’000  K’000  K’000 
        
Deferred tax liabilities 36,727  54,930  35,926  54,143 
 36,727 54,930 35,926  54,143 
 
 



Annual Report 2013 Airlines PNG44

FINANCIALS
Notes to the consolidated financial  statements for the year ended 31 December 2013

Airlines of Papua New Guinea Limited Consolidated Financial Statements for the year ended  31 December 2013                               
     32 
 

 
 

 
 

9. Cash and cash equivalents 
For the purposes of the statement of cash flows, cash and cash equivalents include cash on hand and in banks, net of 
outstanding bank overdrafts. Cash and cash equivalents at the end of reporting period as shown in the statement of 
cash flows can be reconciled to the related items in the statement of financial position as follows: 
 
 Consolidated  Company 

 

Year ended 
31/12/13 

 

Year ended 
31/12/12 

(restated) 
 

 Year ended 
31/12/13 

 

Year ended 
31/12/12 
(restated) 

 K’000  K’000  K’000  K’000 
Cash and bank balances 2,272  2,286  1,116  897 
Bank overdrafts (4,257)  (12,315)  (4,257)  (12,315) 
 (1,985) (11,199) (1,971)  (11,418) 
 
10. Commitments for expenditure 
 Consolidated  Company 

 

Year ended 
31/12/13 

 

Year ended 
31/12/12  

 

 Year ended 
31/12/13 

 

Year ended 
31/12/12  

 K’000  K’000  K’000  K’000 
Commitments for the acquisition of property, plant 
and equipment 

-  -  -  - 

 
The Group has entered into an agreement with Vector Aerospace to maintain its Dash 08 aircraft engines through a 
power by the hour programme through progressive payments in respect of future engine repairs or events. Monthly 
payments are to be made at USD 101.89 per engine hour based on the actual engine hours flown in a month for the 
engines covered under the programme. 
 
The Group as the lessee under the Dash 08 operating lease agreements is obliged to pay for maintenance reserves on 
account of the operation of the aircraft on a monthly basis as follows; 
 
Airframe C check reserves                             USD 100 (per flight hours operated) 
Airframe 40/80,000 cycle check reserves      USD   15 (per cycles operated) 
Landing gear overhaul reserves                     USD   14 (per flight hours operated) 
Propeller overhaul reserve                             USD   15 (per flight hours operated) 
APU overhaul reserve                                    USD   22 (per APU hours operated) 
    
 
11. Property, plant and equipment 
 
 Consolidated  Company 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
 K’000  K’000  K’000  K’000 
          (restated)           (restated) 
                
Cost or valuation 173,409  261,800  172,578  261,008 
Accumulated depreciation  (62,977)  (52,997)  (62,531)  (52,639) 
        
 110,432  208,803  110,047  208,369 
        
Land & Buildings 2,387  2,402  2,302  2,314 
Aircraft  64,734  77,942  64,734  77,939 
Plant & Equipment 3,946  4,485  3,767  4,310 
Rotable Parts 25,973  38,022  25,973  38,022 
Motor Vehicles 367  843                        247  674 
Assets under Finance Lease 13,025  85,111  13,025  85,111 
        
 110,432  208,803  110,047  208,369 
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11.(i) In 2012, six Dash 8 & four Twin Otter aircraft were refinanced through a Finance lease with BSP and hence were 
transferred to assets under Finance lease in 2012. 
11. (ii) Four Twin Otter aircraft with carrying amount of K 13,679,901 is classified as assets held for sale on the balance sheet 
during the year (refer Note 15) following  a board decision to sell the Twin otter fleet. Five Twin Otter aircrafts were sold and 
further five Dash 08 aircrafts were sold and leased back on an operating lease during the year.  
11.(iii) Assets under finance leases of K13,025,000 as at 31 December 2013 represents Rotable parts under finance leases with 
BSP. 
 
 
 
 
 
 
 
 
  

 

 

    

Consolidated     
 

Land & 
Buildings  

 

Aircraft 

 
Plant & 
Equipm

ent 

 

Rotable 
Parts 

 

Motor 
Vehicle 

 Assets 
under 

Finance 
Lease 

 

Total 
 K’000  K’000  K’000  K’000  K’000    K’000 

Cost or valuation 
  

 
 

 
 

 
 

 
 

   
 

Balance at 1 January 2012 1,928  217,074  9,090  47,272  2,660  5,648  283,675 
Additions 717  17,858  1,032        6,772  177  -  26,555 
Transfer to leased assets (i) -  (84,510)  -  (3,940)  -  88,450  - 
Impairment   (20,025)  -  -  -  -  (20,025) 
Revaluations -  (844)  -  -  -  -  (844) 
Transferred to current assets(ii) -  (21,053)  -  -  -  (6,283)  (27,335) 
Disposals -  -  -  (224)  -  -  (224) 
Balance at 31 December 2012 

(restated) 2,645 
 

108,501 
 

10,122 
 

49,880 
 

2,837 
       

87,815 
 

261,800 

Additions 70 
 

18,246 
 

586 
 
      2,361 

 
- 

 
- 

 
21,263 

Transfer to leased assets  -  -  -  -  -  -  - 
Impairment 
Disposals 

- 
(6) 

 (24,744) 
- 

 - 
- 

 (10,092 ) 
(2,636) 

 - 
- 

 
(80,625) 

   (34,836) 
(83,268) 

Transferred from current assets 
Transferred to current assets(ii) 

- 
- 

 21,053 
(19,481) 

 - 
- 

 
 

- 
(3,685) 

 - 
- 

 6,283 
- 

   27,335 
(23,166) 

Revaluation  -  5,115  -  (836)  -  -      4,279 

Balance at 31 December 2013 2,709 
 

108,690 
 

10,708 
 

34,992 
 

2,837 
    
     13,472 

 
173,409 

Accumulated depreciation           
              
Balance at 1 January 2012 165  19,308  4,487  11,910  1,547  -              37,420 
Depreciation expense 77  17,643  1,150  -  447  -    19,316 
Transferred to assets under lease -  (2,704)  -  -  -  2,704  - 
Depreciation on revaluation -  1,713  -  -  -  -                 1,714 
Transferred to current assets(ii) -  (320)  -  -  -  -  (320) 
Disposal -  -  -  (52)  -  -  (52) 
Write back -  (5,081)  -  -  -  -  (5,081) 
Balance at 31 December 2012 243  30,559  5,637  11,858  1,994  2,704               52,997 
Depreciation expense 79  19,274  1,127  -  477  -    20,957 
Depreciation on revaluation -  1,080  -  -  -  -                             1,080 
Transferred to assets under lease -  -  -  -  -  -  - 
 Disposal -  -  (2)  (250)  -  (2,257)  (2,509) 
Transferred to current assets(ii) -  (5,801)  -  (2,591)  -  -  (8,392) 
Transferred from current assets 
Write back on revaluation 

- 
- 

 320 
(1,476) 

 
- 

 
- 

 
- 

 
- 

 320 
(1,476) 

Balance at 31 December 2013 322 
 

43,956 
 

6,762 
 

9,018 
 

2,471 
 

447 
 
             62,977 
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11.(i) In 2012, six Dash 8 & four Twin Otter aircraft were refinanced through a Finance lease with BSP and hence were 
transferred to assets under Finance lease in 2012. 
11. (ii) Four Twin Otter aircraft with carrying amount of K 13,679,901 is classified as assets held for sale on the balance sheet 
during the year (refer Note 15) following  a board decision to sell the Twin otter fleet. Five Twin Otter aircrafts were sold and 
further five Dash 08 aircrafts were sold and leased back on an operating lease during the year.  
11.(iii) Assets under finance leases of K13,025,000 as at 31 December 2013 represents Rotable parts under finance leases with 
BSP. 
 
 
 
 
 
 
 
 
  

 

 

    

Consolidated     
 

Land & 
Buildings  

 

Aircraft 

 
Plant & 
Equipm

ent 

 

Rotable 
Parts 

 

Motor 
Vehicle 

 Assets 
under 

Finance 
Lease 

 

Total 
 K’000  K’000  K’000  K’000  K’000    K’000 

Cost or valuation 
  

 
 

 
 

 
 

 
 

   
 

Balance at 1 January 2012 1,928  217,074  9,090  47,272  2,660  5,648  283,675 
Additions 717  17,858  1,032        6,772  177  -  26,555 
Transfer to leased assets (i) -  (84,510)  -  (3,940)  -  88,450  - 
Impairment   (20,025)  -  -  -  -  (20,025) 
Revaluations -  (844)  -  -  -  -  (844) 
Transferred to current assets(ii) -  (21,053)  -  -  -  (6,283)  (27,335) 
Disposals -  -  -  (224)  -  -  (224) 
Balance at 31 December 2012 

(restated) 2,645 
 

108,501 
 

10,122 
 

49,880 
 

2,837 
       

87,815 
 

261,800 

Additions 70 
 

18,246 
 

586 
 
      2,361 

 
- 

 
- 

 
21,263 

Transfer to leased assets  -  -  -  -  -  -  - 
Impairment 
Disposals 

- 
(6) 

 (24,744) 
- 

 - 
- 

 (10,092 ) 
(2,636) 

 - 
- 

 
(80,625) 

   (34,836) 
(83,268) 

Transferred from current assets 
Transferred to current assets(ii) 

- 
- 

 21,053 
(19,481) 

 - 
- 

 
 

- 
(3,685) 

 - 
- 

 6,283 
- 

   27,335 
(23,166) 

Revaluation  -  5,115  -  (836)  -  -      4,279 

Balance at 31 December 2013 2,709 
 

108,690 
 

10,708 
 

34,992 
 

2,837 
    
     13,472 

 
173,409 

Accumulated depreciation           
              
Balance at 1 January 2012 165  19,308  4,487  11,910  1,547  -              37,420 
Depreciation expense 77  17,643  1,150  -  447  -    19,316 
Transferred to assets under lease -  (2,704)  -  -  -  2,704  - 
Depreciation on revaluation -  1,713  -  -  -  -                 1,714 
Transferred to current assets(ii) -  (320)  -  -  -  -  (320) 
Disposal -  -  -  (52)  -  -  (52) 
Write back -  (5,081)  -  -  -  -  (5,081) 
Balance at 31 December 2012 243  30,559  5,637  11,858  1,994  2,704               52,997 
Depreciation expense 79  19,274  1,127  -  477  -    20,957 
Depreciation on revaluation -  1,080  -  -  -  -                             1,080 
Transferred to assets under lease -  -  -  -  -  -  - 
 Disposal -  -  (2)  (250)  -  (2,257)  (2,509) 
Transferred to current assets(ii) -  (5,801)  -  (2,591)  -  -  (8,392) 
Transferred from current assets 
Write back on revaluation 

- 
- 

 320 
(1,476) 

 
- 

 
- 

 
- 

 
- 

 320 
(1,476) 

Balance at 31 December 2013 322 
 

43,956 
 

6,762 
 

9,018 
 

2,471 
 

447 
 
             62,977 
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11. Property, plant and equipment (cont.) 
 
Company 
 

 

Land & 
Building

s  

 

Aircraft  

 

Plant & 
Equipment 

 

Rotable 
Parts 

 

Motor 
vehicle 

 Assets 
under 

Finance 
Lease 

 

Total   
 K’000  K’000  K’000  K’000  K’000    K’000 
              
Cost or valuation              
Balance at 1 January 2012 1,818  217,071  8,866  47,272  2,280  5,648  282,955 
Additions 717  17,858  956  6,772  177  -  26,480 
Transferred  to leased assets(i) -  (84,510)  -  (3,940)  -  88,450  - 
Impairment -  (20,025)  -  -  -  -  (20,025) 
Revaluations -  (844)  -  -  -  -  (844) 
Transferred to current assets(ii) -  (21,053)  -  -  -  (6,283)  (27,335) 
Disposals -  -  -  (224)  -  -  (224) 
Balance at 31 December 2012 

(restated) 2,535 
 

108,498 
 

9,823 
 

49,880 
 

2,457 
  

87,815 
 

261,008 
 
Additions 70 

 
18,246 

 
548 

 
2,361 

 
- 

  
- 

 
21,226 

Transferred to leased assets -  -  -  -  -  -  - 
Disposals (6)  -  -  (2,636)  -  (80,625)  (83,268) 
Transferred from current assets -  21,053  -  -  -  6,283  27,335 
Transferred to current assets (ii) -  (19,481)  -  (3,685)  -  -   (23,116) 
Impairment   (24,744)  -  (10,092)  -  -  (34,836) 
Revaluation -  5,115  -  (836)  -  -  4,279 
              
Balance at 31 December 

2013 2,599 
 

108,687 
 

10,371 
 

34,992 
 

2,457 
  

13,472 
 

172,578 
    

Accumulated depreciation            
Balance at 1 January 2012 147  19,308  4,390  11,910  1,351  -  37,107 
 
 
 
 
Depreciation expense 74 

 

17,643 

 

1,123 

 

- 

 

432 

 -  

19,272 
Depreciation on revaluation -  1,713  -  -  -  -  1,713 
Transferred to leased assets -  (2,704)  -  -  -  2,704  - 
Transferred to current 
assets(i) - 

 
(320) 

 
- 

 
- 

 
- 

 
- 

 
(320) 

Disposal -  -  -  (52)  -  -  (52) 
Write back -  (5,081)  -  -  -  -  (5,081) 
Balance at 31 December 

2012 221 
 

30,559 
 

5,513 
 

11,858 
                         

1,783 
  

2,704 
 

52,639 
Depreciation expense 76  19,274  1,092  -  427  -  20,868 
Depreciation on revaluation -  1,080  -  -  -  -  1,080 
Transferred to leased assets -  -  -  -  -  -  - 
Disposal -  -  (2)  (250)  -  (2,257)  (2,509) 
Transferred from current assets 
Transferred to current assets (ii) - 

 320 
(5,801) 

 
- 

 
(2,591) 

 
- 

 
- 

 320 
(8,392) 

Write back -  (1,476)  -  -  -  -  (1,476) 
Balance at 31 December 

2013 297 
 

43,956 
 

6,604 
 

9,017 
 

2,210 
  

447 
 

62,531 
 
11.(i) In 2012, six Dash 8 & four Twin Otter aircraft were refinanced through a Finance lease with BSP and hence were 
transferred to assets under finance leases. 
11. (ii) Four Twin Otter aircraft with carrying amount of K 13,679,901 is classified as assets held for sale on the balance 
sheet during the year (refer Note 15) following  a board decision to sell the Twin otter fleet. Five Twin Otter aircrafts were 
sold and further five Dash 08 aircrafts were sold and leased back on an operating lease during the year.  
11.(iii) Assets under finance leases of K13,025,000 as at 31 December 2013 represents Rotable parts under finance 
leases with BSP 
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11.3 Freehold land and buildings carried at fair value 
An independent valuation of the Group’s land and buildings was performed by The Professional Valuers of PNG Ltd to 
determine the fair value of the land and buildings. The valuation, which conforms to International Valuation Standards, 
was determined by reference to capitalization approach. The effective date of the valuation was 18 November 2011. The 
next valuation will be performed in 2014.  

 
       
 
 
 
 

 
11.1 Impairment losses recognised in the period 
 
During the year, the Group recognised impairment of K22.384 million in respect of Twin Otter aircraft related assets and 
K11.085 million in respect of Dash 08 aircraft related assets in the statement of profit or loss. Further impairment of 
K6.465 million for Twin Otter related assets and K22.932 million for Dash 8 related assets were recognised through 
revaluation reserve. 
 
11.2 Depreciation 
 
The following useful lives are used in the calculation of depreciation: 
 
Aircraft are depreciated based on estimated useful life and usage of its components, as each component of an aircraft 
namely airframe, propeller, landing gear, engine and auxiliary power unit, have specific useful lives prescribed by the 
manufacturer and their specific usage.   
 
Land and Buildings  3.00% straight line 
Plant and equipment 11.25% straight line 
Motor vehicle 30.00% straight line 
 
 

 
 
 
 
 
 
11.4 Aircraft carried at fair value 
 
The aircraft were revalued to K 64.7 million at 31 December 2013 (31 December 2012: K 162.75 million) and the 
carrying amount as at 31 December 2013 has been adjusted to reflect the fair value. The revaluations were based on 
the fair market value in continued use of the Dash 8 aircraft fleet. The valuations were based on the physical inspection 
of the aircraft, documents together with the comparison of recent sale prices of similar aircraft type. Further aircraft aging 
has also been factored in. The revaluations for the Group were undertaken by a Registered Independent Aircraft valuer 
not related to the Group and they have appropriate qualifications and recent experience in the fair value measurement of 
Aircraft. 
 
Details of the Group’s freehold land and buildings, aircraft and information about the fair value hierarchy as at December 
2013 are as follows: 
                                                                                                                                                                            Fair value                 
                                                                                                                                                                                    as at  
                                                                                                                    Level 1       Level 2        Level 3        31/12/13 
                                                                                                                         K’000         K’000          K’000           K’000 
 
Aircraft                                                                                                              -             64,734               -              64,734 
Land and buildings                                                                                           -               2,387               -                2,387                       
 
 
11.5 Assets pledged as security 
 
Aircraft with a carrying amount of K64 million (2012: K152 million) have been pledged to secure borrowings of the Group 
(see note 22). Aircraft and land and buildings have been pledged as security for bank loans, leases, secured notes and 
other financial institution loans under a mortgage. The Group is not allowed to pledge these assets as security for other 
borrowings or to sell them to another entity. 
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12. Investment property        
 Consolidated  Company 
 Year ended 

31/12/13 
 Year 

ended 
31/12/12 

 Year ended 
31/12/13 

 Year ended 
31/12/12 

 K’000  K’000  K’000  K’000 
        
Fair value of investment property 5,961  5,961  -  - 
At fair value        
        
Balance at beginning of year 5,961   5,961  -  - 
Gain (loss) on property revaluation -  -  -  - 
        
Balance at end of year  5,961  5,961  -  - 
 
The fair value of the Group’s investment property at 31 December 2013 has been arrived on the basis of a valuation 
carried out on 18 November 2011 by The Professional Valuers of PNG Ltd, independent valuer not related to the Group. 
The valuation, which conforms to International Valuation Standards, was determined by reference to market evidence of 
transaction prices for similar properties. In estimating the fair value of properties, the highest and best use of the 
properties is their current use.  
 
Details of the Group’s investment properties and information about the fair value hierarchy as at 31 December 2013 are 
as follows: 
                                                                                                                                                                            Fair value                 
                                                                                                                                                                                    as at  
                                                                                                                    Level 1       Level 2        Level 3        31/12/13 
                                                                                                                         K’000         K’000          K’000           K’000 
 
Investment property at fair value                                                                      -               5,961               -                5,961                       
 
13. Subsidiaries 
 
Details of the Company’s subsidiaries at 31 December 2013 are as follows: 
 
Subsidiary                               Principal activities                    Place of Incorporation            Ownership Interest  
                                                                                                                                                         2013             2012 
Galatoire Ltd                            Investment property                      Papua New Guinea                   100%            100% 
PNG Ground Services Ltd       Supplying Aviation fuel                 Papua New Guinea                   100%            100% 
Pacrim Leasing Ltd                  Aircraft leasing                              Papua New Guinea                   100%            100% 
APNG Services Pty Ltd           Supply of International Aircrew      Australia                                    100%            100%   
 
The Group owns 100% equity shares of four subsidiary entities and the relevant activities of these subsidiary entities are 
determined by the board of directors of APNG Limited on voting rights. Therefore, the directors of the Group concluded 
that the Group has full control over four subsidiary entities and they are consolidated in these financial statements. 
 
14. Other financial assets 
 Consolidated  Company 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
 K’000  K’000  K’000  K’000 
Derivatives designated and effective as hedging 
instruments carried at fair value 
 
Foreign currency forward contracts(unrealized 
gain)  

 

 

 

 

 

 
Opening balance -  (1,051)  -  (1,051) 
Movement during the year -  1,051  -  1,051 
Closing balance -  -  -  - 
        
Investments and deposits carried at cost 
Security deposits on leased assets  
Investment in subsidiaries 

3,008 
- 

 
- 
- 

 
3,008 

20 

 
- 

20 
 3,008  -  3,028  20 
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Current asset/(liability) -  -  -  - 
Non-current asset 3,008  -           3,028  20 
 3,008  -  3,028  20 
 
As at 31 December 2013, the company did not have forward exchange contracts and had completed the contracts during 

2012. 
 
 
15. Held for sale assets and other assets    
 Consolidated  Company 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
 K’000  K’000  K’000  K’000 
 
  

 
 

 
 

 
 

15.(a) Prepayments to suppliers 4,288  5,006  4,262  4,976 
          Prepaid maintenance deposits 2,042  -  2,042  - 
          Other (i) -  -  1,545  2,638 
        
 6,330  5,006  7,849  7,614 
 
 (i) Loans carried at amortised cost: 

       

APNG Services Limited  -  -               677  259 
Galatoire Limited  -  -  869  915 
PNG Ground Services Limited -  -  -  1,464 
  

- 
  

- 
 

1,546 
 

2,638 
        
15. (b) Assets classified as held for sale 14,774  27,016  14,774  27,016 
        
Assets classified as held for sale include four Twin Otter aircraft and related rotable parts. It is expected that the sale of 
Twin Otters will materialise during the second half of the year 2014 as negotiations are under away with the buyers.  
 
 
16. Inventories 

       

 Consolidated  Company 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
       K’000        K’000  K’000  K’000 
        
Consumables stock on hand – at cost 21,283  20,702  19,821  18,935 
Goods in transit 227   699   227  699 
 21,510  21,400  20,048  19,634 

Allowance for stock obsolescence 
Allowance for impairment 

          (1,949) 
 (5,220) ( 

                                                                     
(1,949)                                                                         

-  
(1,949) 
(5,220)  

(1,949) 
- 

        
 14,340  19,451  12,879  17,685 
 
An impairment loss of K 5.220 million was recognised during the year in relation to Twin Otter aircraft consumable 
inventory, following a board decision to exit from Twin Otter operations. 
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17. Trade and other receivables 
 
 Consolidated  Company 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
 K’000  K’000  K’000  K’000 
        
Trade receivables  21,315  22,382  20,740  21,589 
Allowance for doubtful debts (2,850)  (2,192)  (2,850)  (2,192) 
        
 18,465  20,190  17,890  19,398 
        
Other receivables 8,361  4,156  8,276  4,071 
Income tax receivable 17  -  -  - 
G.S.T receivable 150  1,734  -  1,680 
        
 26,993  26,080  26,166  25,148 
        
 Trade receivables 
 
Trade receivables disclosed above are classified as loans and receivables and are therefore measured at amortised 
cost less impairment. 
 
The average credit period on sales of goods is 30 days. 
 
 
Before accepting any new customer, the Group uses an internal credit appraisal process to assess the potential 
customer’s credit quality and defines credit limits by customer.  
 
 
Ageing of past due but not impaired 
 
 Consolidated  Company 

 

Year 
ended 

31/12/13 

 Year 
ended 

31/12/12 

 Year 
ended 

31/12/13 

 Year 
ended 

31/12/12 
 K’000  K’000  K’000  K’000 

        
61-90 days 1,411  710  1,256  709 
Over 90 days 1,671  1,692  1,517  1,419 
        
Total 3,082  2,402  2,773  2,128 
        
Average age (days) 35  36  34  35 
 
 
Movement in the allowance for doubtful debts  
 
 Consolidated  Company 

 

Year 
ended 

31/12/13 

 Year 
ended 

31/12/12 

 Year 
ended 

31/12/13 

 Year  
ended 

31/12/12 
 K’000  K’000  K’000  K’000 

        
Balance at beginning of the year (2,192)  (2,192)  (2,192)  (2,192) 
Amounts provided for or reduced during the year  (658)  -  (658)  - 
        
Balance at end of the year (2,850)  (2,192)  (2,850)  (2,192) 
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18. Issued capital 
 Consolidated  Company 

 

Year 
ended 

31/12/13 

 Year 
ended 

31/12/12 

 Year 
ended 

31/12/13 

 Year  
ended 

31/12/12 
 K’000  K’000  K’000  K’000 

        
Issued capital comprised of 
223,000,000 fully paid ordinary shares 57,271  57,271  57,271  57,271 

 
 

57,271  
 

57,271  57,271  57,271 
        
             
      
19. Earnings per share 
 

 

 Consolidated  Company 

 

Year  
ended 

31/12/13 

 Year  
ended 

31/12/12 

 Year 
ended 

31/12/13 

 Year  
ended 

31/12/12 
 K  K  K  K 

Basic Earnings per share        
From continuing operations (15.36)  (8.96)  (15.34)  (9.05) 
Total (15.36)  (8.96)  (15.34)  (9.05) 
        
 
 
Basic and Diluted Earnings per share 
The earnings and weighted average number of ordinary shares used in the calculation of basic and diluted earnings per 
share are as follows; 
 
 
 Consolidated  Company 

 

Year 
ended 

31/12/13 

 Year 
ended 

31/12/12 

 Year 
ended 

31/12/13 

 Year  
ended 

31/12/12 
 K’000  K’000  K’000  K’000 

Net loss 
 

(34,249) 
  

(19,982) 
  

(34,206) 
  

(20,186) 
        
Earnings used in the calculation of basic and diluted EPS 
from continuing operations (34,249) 

 
(19,982) 

 
(34,206) 

 
(20,186) 

 
                                                                                              

Consolidated  Company 
Year 

ended 
31/12/13 

 Year 
ended 

31/12/12 

 Year 
ended 

31/12/13 

 Year  
ended 

31/12/12 
’000  ’000  ’000  ’000 

Weighted average number of ordinary shares                              223,000          223,000           223,000               223,000   
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20. Reserves 
 

 Consolidated  Company 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
 
Revaluation reserve 

K’000  K’000 
(restated) 

 K’000  K’000 
(restated) 

        
Balance at beginning of year 43,145  52,974  43,145  52,974 
Revaluation of aircraft 8,004  6,657  8,004  6,657 
Deferred tax on aircraft revaluation (2,401)  (1,271)  (2,401)  (1,271) 
Impairment on revalued aircraft (6,183)  (14,018)  (6,183)  (14,018) 
Aircraft and rotables disposal (27,462)  (1,197)  (27,462)  (1,197) 
Reversal of deferred tax liability on sale 
of Aircraft and rotable parts -  513  -  513 
 
Balance at end of year 15,102  43,145  15,102  42,145 

 

 
The revaluation reserve arises on the revaluation of aircraft. When revalued aircraft are sold, the portion of the 
revaluation reserve that relates to that asset (aircraft) and is effectively realised, is transferred directly to retained 
earnings. 

    
 
 
21. Retained earnings and dividends 
 

 Consolidated  Company 
 31/12/13  31/12/12  31/12/13  31/12/12 
 

 
Accumulated losses 

K’000  K’000 
(restated) 

 K’000  K’000 
(restated) 

Balance at beginning of year (17,072)  (2,838)  (30,323)  (2,485) 
Realised revaluation aircraft/rotables 27,462  (3)  27,462  (3) 
Exchange loss on translation of foreign 
operation 1  76  -  - 
Net loss attributable to members of the 
Company (34,249)  (19,982)  (34,206)  (20,186) 
 
Balance at end of year (23,858)  (17,072)  (29,418)  (22,674) 
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22. Borrowings 
 

  Consolidated  Company 
  31/12/13  31/12/12  31/12/13  31/12/12 
  K’000  K’000  K’000  K’000 

a) Current         
Secured loan from other financial 
institutions (i) 1,380  9,955  1,380  9,955 
Loan BSP & Bank overdraft (ii) 5,646  13,495  5,646  13,495 
Finance lease –Bank South Pacific  1,277  8,945  1,277  8,945 
Loans associated with assets held 
for sale (iii) 16,582  -  16,582  - 
Secured Notes (iii) 13,518  10,131  13,518  10,131 
  38,402  42,526  38,402  42,526 
b) Non-current         
Secured loan from other financial 
institution (i) 3,673  8,688  3,673  8,688 
Loan – Bank South Pacific (ii)         4,463          5,878          4,463  5,878 
Finance lease – Bank South Pacific  8,818  50,624  8,818  50,624 
Secured Notes (iii) 10,000  16,869  10,000  16,869 
  26,954  82,059  26,954  82,059 
Total Borrowings  65,356  124,585  65,356  124,585 
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22. Borrowings(cont.) 
 
 
22.1 Financing facilities 
 

      31/12/13                31/12/12 
 
Secured loan from other financial institutions 

    K’000  K’000 

- amount used     12,153  18,642 
- amount unused     -  - 
 
     12,153  18,642 

 
                                                                                                                                          31/12/13                 31/12/12 

 
Secured bank overdraft facility 

    K’000  K’000 

- amount used     4,257  12,315 
- amount unused     8,243  13,685 
 
     12,500  26,000 

 
                                                                                                                                          31/12/13                 31/12/12 

 
Secured bank loans and lease facilities 

    K’000  K’000 

- amount used     15,947  66,627 
- amount unused     -  - 
 
     15,947  66,627 

 
                                                                                                                                          31/12/13                 31/12/12 

 
Secured notes  

    K’000  K’000 

- amount used     33,000  27,000 
- amount unused     -  - 
 
     33,000  27,000 

 
 
 
22.2 Summary of borrowing arrangements 
 
(i) Credit Corporation of PNG holds a registered first mortgage over one aircraft owned by the Group which is not 

otherwise secured to Bank of South Pacific as per (ii) or Custos as per (iii) 
 
(ii)   The Bank of South Pacific holds a registered first mortgage over the aircraft owned by the Group which are not 

otherwise secured  to the Credit Corporation of PNG as per (i) or Custos as per (iii) and holds a floating charge over 
the whole of the Company’s assets and undertakings including: Called, but unpaid capital; and uncalled capital. 

 
(iii) Custos as the trustee for the note holders holds a registered first mortgage over four of the aircraft owned by the 

Group.  
 
Details concerning interest rates and repayments are included in Note 25. 
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23. Provisions 
 

 Consolidated  Company 
 31/12/13  31/12/12  31/12/13  31/12/12 

 K’000  K’000  K’000  K’000 
 
Provision for annual leave -current             (i) 4,036  4,022  4,020  4,010 
Provision for maintenance expenses          (iii) 2,042  -  2,042  - 
 6,078  4,022  6,063  4,010 
Provision for long service leave  -non-current (ii)             3,544  2,898  3,530  2,887 
        
(i) Movement in provision for annual leave        
Balance at the start of the year 4,023  3,662  4,010  3,650 
Amount used -  -  -  - 

Additional provision recognised 13  360  10  360 
Balance at the end of the year 4,036  4,022  4,020  4,010 
        
(ii) Movement in provision for long service leave        
Balance at the start of the year 2,898  2,547  2,887  2,539 
Amount used (945)  (1,014)  (945)  (1,014) 
Additional provision recognised 1,591  1,365  1,588  1,363 
Balance at the end of the year 3,544  2,898  3,530  2,887 
        
(iii) Movement in provision for maintenance 
expenses (i) 
Balance at the start of the year 
Provision recognised 

 
- 

2,042  
- 
-  

- 
2,042  

- 
- 

Balance at the end of the year 2,042  -  2,042  - 
 
(i)Provision for maintenance expenses relates to leased Dash 8 aircraft and company started leasing Dash 8 aircraft from 
October 2013. 
 
24. Trade and other payables 
 

 Consolidated  Company 
 31/12/13  31/12/12  31/12/13  31/12/12 

 K’000  K’000  K’000  K’000 
        
Trade payables 18,666  12,349  15,166  11,728 
Accrued expenses- fuel           1,602  732  1,212  442 
Accrued expenses - other 14,536  19,392  14,537  19,389 
Related party payable 100  339  2,509  613 
Salary and wages tax 15,095  14,039  15,651  14,189 
 49,999  46,851  49,075  46,361 
 
Un-availed Revenue 9,566  13,425  9,566  13,425 
 
Total Trade & other Payable 59,564  60,276  56,231  59,786 

 
The amounts payable are unsecured and are usually paid between 7 and 60 days after recognition. The Group has 
financial risk management policies in place to ensure that all payables are paid within the pre-agreed credit terms. 
 
Un-availed revenue is made up of sales that have not been uplifted at year end.   
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25. Financial instruments  
 
25.1 Recognised financial instruments 
The Group does not enter into or trade financial instruments, including derivative instruments, for speculative purposes. 
While the Group does make use of short term deposits and bank overdraft facilities with registered trading banks to 
manage short term funds, the use of other financial assets and liabilities requires the specific prior approval of the Board of 
Directors. 
 
25.2 Significant accounting policies 

Details of the significant accounting policies and methods adopted (including the criteria for recognition, the bases of 
measurement, and the bases for recognition of income and expenses) for each class of financial asset, financial liability 
and equity instrument are disclosed in note 3. 
 
25.3 Financial risk management objectives 
 
The Group’s Corporate Treasury function provides services to the business, co-ordinates access to domestic and 
international financial markets, monitors and manages the financial risks relating to the operations of the Group through 
internal risk reports which analyse exposures by degree and magnitude of risks. These risks include market risk (including 
currency risk, fair value interest rate risk and price risk), credit risk, liquidity risk and cash flow interest rate risk.  
 
The Group seeks to minimise the effects of these risks by using derivative financial instruments to hedge risk exposures. 
The use of financial derivatives is governed by the Group’s policies approved by the board of directors, which provide 
written principles on foreign exchange risk, interest rate risk, credit risk, the use of financial derivatives and non-derivative 
financial instruments, and the investment of excess liquidity. Compliance with policies and exposure limits is reviewed by 
the internal auditors on a continuous basis. The Group does not enter into or trade financial instruments, including 
derivative financial instruments, for speculative purposes. 
 
The Corporate Treasury function reports quarterly to the Group’s risk management committee, an independent body that 
monitors risks and policies implemented to mitigate risk exposures. 
 

  

 
25.4 Market risk 
 
The Group’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates (see 26.5 
below) and interest rates (see 26.6 below).  
 
Market risk exposures are measured using value-at-risk (VaR) supplemented by sensitivity analysis.  
 
There has been no change to the Group’s exposure to market risks or the manner in which these risks are managed and 
measured.  
 
25.5 Foreign currency risk management 
 
The Group undertakes transactions denominated in foreign currencies, hence exposure to exchange rate fluctuations 
arise. The Group has negotiated a number of contracts with its customers where payments are received in either United 
States or Australian dollars. The value of these contracts is roughly equal to the anticipated outflow of expenditure in those 
respective currencies. 
 
The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary liabilities at the end of 
the reporting period are as follows: 
 
 Liabilities  Assets 
 31/12/13 31/12/12  31/12/13 31/12/12 
 K’000 K’000  K’000 K’000 
      
Australian Dollar 1,286 1,079  504 551 
United States Dollar 2,303 2,311  3,564 3,863 
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25. Financial instruments (cont.) 
 
25.5.1 Foreign currency sensitivity analysis 
 
The following table details the Group’s sensitivity to a 10% increase and decrease in the K against the relevant foreign 
currencies. 10% is the sensitivity rate used when reporting foreign currency risk internally to key management personnel 
and represents management’s assessment of the reasonably possible change in foreign exchange rates. The sensitivity 
analysis includes only outstanding foreign currency denominated monetary items and adjusts their translation at the period 
end for a 10% change in foreign currency rates. A positive number below indicates an increase in profit where the K 
strengthens 10% against the relevant currency. For a 10% weakening of the K against the relevant currency, there would 
be a comparable impact on the profit, and the balances below would be negative. 
 

 Australian Dollar impact  United States Dollar 
impact 

 

 2013 2012  2013 2012  
 K’000 K’000  K’000 K’000  

       
Profit or (loss) 213 152  35 (245)  
       
In management’s opinion, the sensitivity analysis is unrepresentative of the inherent foreign exchange risk as the year end 
exposure does not reflect the exposure during the year.  
 
25.5.2 Forward foreign exchange contracts 
 
The Group entered into and completed a forward foreign exchange contract during the year 2013 on the proceeds from 
sale of Dash 8 aircraft.  
 
25.6  Interest rate risk management 
 
The Group is exposed to interest rate risk as it borrows funds at both fixed and floating interest rates. The risk is managed 
by maintaining an appropriate mix between fixed and floating borrowings. Interest rates are subject to change based on 
review by the financial institutions and agreed by management. 
 
The Group’s exposures to interest rates on financial assets and financial liabilities are detailed in the liquidity risk 
management section of this note. 
 
25.7 Interest rate sensitivity analysis 
 
The sensitivity analyses below have been determined based on the exposure to interest rates for both derivatives and non 
derivative instruments at the end of the reporting period. For floating rate liabilities, the analysis is prepared assuming the 
amount of the liability outstanding at the end of the reporting period was outstanding for the whole year. A 50 basis point 
increase or decrease is used when reporting interest rate risk internally to key management personnel  and presents 
management’s assessment of the reasonably possible change in  interest rates 
 
If interest rates had been 50 basis points higher/lower and all other variables were held constant, the Group’s: 
 

- Profit for the year ended 31 December 2013 would decrease/increase by K 326,782 (2012:decrease/increase by 
K 622,919) This is mainly attributable to the Group’s exposure to interest rates on its variable rate borrowings.  

 
The Group’s sensitivity to interest rates has decreased during the current year mainly due to the reduction in variable rate 
debt instruments. 
 
25.8 Credit risk management 
 
Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss to the 
Group. The Group has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient collateral, 
where appropriate, as a means of mitigating the risk of financial loss from defaults. The Group’s exposure and the credit 
ratings of its counterparties are continuously monitored and the aggregate values of transactions concluded are spread 
amongst approved counterparties. Credit exposure is controlled by counterparty limits that are reviewed regularly.  The 
Group measures credit risk on a fair basis.  
 
Trade receivables consist of a large number of customers, spread across diverse industries and geographical areas. 
Ongoing credit evaluation is performed on the financial condition of accounts receivable and from time to time there may 
be a significant concentration of credit risk for a particular contract. 
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25.9  Liquidity risk management 
 
The Group manages liquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing facilities, by 
continuously monitoring forecast and actual cash flows and matching the maturity profiles of financial assets and liabilities.  
 
25.9.1 Liquidity and interest risk tables 
 
The following tables detail the Group’s remaining contractual maturity for its non-derivative financial liabilities with agreed 
repayment periods. The tables have been drawn up based on the undiscounted cash flows of financial liabilities based on 
the earliest date on which the Group can be required to pay. The tables include both interest and principal cash flows. To 
the extent that interest flows are floating rate, the undiscounted amount is derived from interest rate curves at the end of 
the reporting period. The contractual maturity is based on the earliest date on which the Group may be required to pay. 
   Fixed maturity dates   

 

Weighted 
average 
effective 
interest 

rate 

Variable 
interest 

rate 
 

Less 
than 1 

year  
1-2 

years 
2-3 

years 
3-4 

years  
4-5 

years   
5+ 

years 

Non 
interest 
bearing  

 
 

Total 

 % % K’000’s  K’000’s  K’000’s  
K’000

’s  K’000’s K’000’s K’000’s 
GROUP              
31 December 2013              
Financial assets              
Cash & cash 

equivalents - - 2,272  - - -  -  - - 2,272 
Trade receivables  - - -  - - -  -  - 19,264 19,264 
Other receivables - - -  - - -  -  - 8,529 8,529 
Security deposits - - -  - - -  -  - 3,008 3,008 
  - 2,272  - - -  -  - 30,801 33,073 
Financial liabilities              
Trade payables - - -  - - -  -  - 18,666 18,666 
Other payables - - -  - - -  -  - 31,232 31,232 
Current tax liabilities - - -  - - -  -  - - - 
Related party loans 

(AUD) - - -  - - -  -  - 100 100 
Non-bank loans 12.99% - 8,480  1,240 1,240 1,240  930  - - 13,130 
Bank overdraft 12.20% - 4,776  - - -  -  - - 4,776 
Bank loans 14.20% - 2,131  2,131 2,131 1,066  -  - - 7,460 
Bank leases 12.45% - 2,464  2,464 2,464 2,087  1,333  5,720 - 16,532 
Secured notes 7.0% - 24,610  11,449 - -  -  - - 36,059 
  - 42,462  17,284 5,835 4,393    2,263  5,720 49,998 127,954 
GROUP              
31 December 2012              
Financial assets              
Cash & cash 

equivalents - - 1,116  - - -  -  - - 1,116 
Trade receivables  - - -  - - -  -  - 20,190 20,190 
Other receivables - - -  - - -  -  - 5,891 5,891 
Prepayments - - -  - - -  -  - - - 
   1,116         26,081 27,197 
              
              
Financial liabilities              
Trade payables - - -  - - -  -  - 12,349 12,349 
Other payables - - -  - - -  -  - 33,809 33,809 
Current tax liabilities - - -  - - -  -  - 324 324 
Related party loans (AUD) - - -  - - -  -  - 339 339 
Non-bank loans 12.95% - 6,184  3,047 3,047 3,047  3,047  6,857 - 25,231 
Bank overdraft 12.70% - 13,879  - - -  -  - - 13,879 
Bank loans 14.70% - 2,217  2,229 2,103 2,258  1,454  - - 10,261 
Bank leases 12.70% - 12,424  12,580 12,464 12,393  12183  39,090  101,134 
              
Secured notes 7.48% - 10,889  11,637 8,261 -  -  - - 30,787 
  - 45,592  29,493 25,876 17,699    16685  45,947 46,821 228,112 
              

Notes to the consolidated financial  statements for the year ended 31 December 2013
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Weighted 
average 
effective 
interest 

rate 

Variable 
interest 

rate 
 

Less 
than 1 

year  
1-2 

years 
2-3 

years 
3-4 

years  
4-5 

years   
5+ 

years 

Non 
interest 
bearing  

 
 

Total 

 % % K’000’s  K’000’s 
K’000’

s K’000’s  K’000’s  
K’000’

s  K’000’s 
COMPANY              
31 December 2013              
              
Financial assets              
Cash & cash 

equivalents - - 2,286  - - -  -  - - 2,286 
Trade receivables  - - -  - - -  -  - 18,690 18,690 
Other receivables - - -  - - -  -  - 8,276 8,276 
Security deposits - - -  - - -  -  - 3,008 3,008 
Related party loans 

(PGK) - - -  - - -  -  - 1,545 1,545 
              
  - 2,286  - - -  -  - 31,519 33,805 
              
Financial liabilities              
Trade payables - - -  - - -  -  - 15,165 15,165 
Other payables - - -  - - -  -  - 31,398 31,398 
Current tax liabilities - - -  - - -  -  - - - 
Bank overdraft 12.20% - 4,776  - - -  -  - - 4,776 
Related party 

loans(PGK) - - -  - - -  -  - 2,408 2,408 
Related party loans 

(AUD) - - -  - - -  -  - 100 100 
Non-bank loans 12.99% - 8,480  1,240 1,240 1,240  930  - - 13,130 
Bank loans 14.20% - 2,131  2,131 2,131 1,066  -  - - 7,460 
Bank leases 12.45% - 2,464  2,464 2,464 2,087  1,333  5,720 - 16,532 
Secured notes 7.0% - 24,610  11,449 - -  -  - - 36,059 

  
 

- 42,462  17,284 5,835 4,393    2,263  5,720 49,071 127,027 
              
COMPANY              
31 December 2012              
Financial assets              
Cash & cash 

equivalents - - 897  - - -  -  -  897 
Trade receivables  - - -  - - -  -  - 19,398 19,398 
Other receivables - - -  - - -  -  - 5,751 5,751 
Related party loans 

(PGK) - - -  - - -  -  - 2,638 2,638 
              
  - 897  - - -  -  - 27,787 28,684 
              
Financial liabilities              
Trade payables - - -  - - -  -  - 11,728 11,728 
              
Other payables - - -  - - -  -  - 33,663 33,663 
Current tax liabilities - - -  - - -  -  - 341 341 
Bank overdraft 12.95% - 13,879  - - -  -  - - 13,879 
Related party loan  - - -  - - -  -  - 274 274 
Related party loans 

(AUD) - - -  - - -  -  - 339 339 
Non-bank loans 12.95% - 6,184  3,047 3,047 3,047  3,047  6,857 - 25,231 
Bank loans 12.70% - 2,217  2,229 2,103 2,258  1,454  - - 10,261 
Bank leases 12.70%  12,424  12,580 12,464 12,393  12,183  39,090 - 101,134 
Secured notes 7.48% - 10,889  11,637 8,261 -  -  - - 30,787 
  - 42,525  18,152 15,347 9,855    9,906  28,798 46,345 170,928 
                
 
At the end of the reporting period, there were no financial guarantee contracts (2012:K0.75 million). Consequently, the 
amount included above is nil. 
  

Notes to the consolidated financial  statements for the year ended 31 December 2013
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25. Financial instruments (cont.) 
 
25.10  Fair value of financial assets and financial liabilities 
 
 
 
Except as detailed in the following table, the directors consider that the carrying amounts of financial assets and financial 
liabilities recognized in the consolidated financial statements approximate their fair values. 
                                                                                                                                     

     31/12/2013  
Carrying  
amount Fair value 
K’000 K’000 

 
Financial assets                                                                                                  
Loans and receivables                                                                 30,801                    30,410 
Trade and other receivables                                                   30,801                    30,410 
 
Financial liabilities   
Financial liabilities held at amortised cost                                                        78,198                    79,695 
Trade and other payables                                                                                50,098                     50,033 
Bank loans and leases                                                                                     15,947                    16,532 
Non- bank loans                                                                                               12,153                    13,130 
 
 

               Fair value hierarchy as at 31/12/2013 
 Level 1 Level 2 Level 3  Total 
K’000 K’000 K’000 K’000 

 
Financial assets                                                                                                  
Loans and receivables: 
- Trade and other receivables                                                       -                30,410                     -              30,410 
 

                -‐     30,410            -     30,410 
 
Financial liabilities 
Financial liabilities held at amortised cost  : 
- Trade and other payables                                                                       -                50,033                    -             50,033            
- Bank loans and leases                                                                            -                      -                  16,532        16,532             
- Non- bank loans                                                                                      -                      -                  13,130        13,130 
                            

                        -‐         50,033        29,662        79,695                
 

 
The categorisation of the fair value measurements into the different levels of the fair value hierarchy depends on the 

degree to which the inputs to the fair value measurements are observable and the significance of the inputs to the 
fair value measurement. 

 
The fair values of the financial assets and financial liabilities included in level 2 and level 3 categories above have been 

determined in accordance with the present value technique with the most significant inputs being the discount rate 
which is the weighted average cost of capital of the company. 

 
26. Operating lease & Finance lease arrangements 
 
Operating leases relate to leases of Dash 08 Aircraft with lease terms of between 3 and 10 years. The group has an option 
to purchase five Dash 08 aircraft that were sold and leased back under an operating lease arrangement from the lessor. 
Finance leases relate to assets purchased under finance leases secured against the same assets financed.  
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 Consolidated  Company 
 31/12/13  31/12/12  31/12/13  31/12/12 

 K’000  K’000  K’000  K’000 
 

 
Minimum lease payments                                                 7,972                  -                          7,972                      - 
 
Operating lease commitments 
 
Not later than 1 year                                                         15,267                 -                       15,267                       -  
Later than 1 year and not later than 5 years                     56,183                 -                       56,183                       - 
Later than 5 years                                                             45,226                 -                       45,226                       - 
 
 
 
27. Significant items - Impairment 
      Significant items consist of impairment relating to Twin Otter aircraft and related assets and write off of leased Dash 08 

aircraft related capitalised expenses during the year.   
 
 

 

 Consolidated  Company 
 31/12/13  31/12/12  31/12/13  31/12/12 

 K’000  K’000  K’000  K’000 
 
Twin Otter aircraft impairment             9,071  -  9,071  - 
Twin Otter rotables impairment 8,093  -  8,093  - 
Twin Otter consumables impairment 5,220  -  5,220  - 
Leased Dash 08 aircraft capitalised expenses write 
off 11,085  -  11,085  - 
 33,469  -  33,469  - 

 
Twin Otter aircraft, their rotable and consumable stock were impaired comparing the offer of USD 7.0mn received from 
CAAMs PLC, a company based in USA with the carrying amounts of respective assets.  
Dash 8 aircraft were impaired comparing the recent valuation with carrying amounts. 
 
Twin Otter aircraft, rotable & consumable stock impairment  

  Carrying amount 
before impairment 

Impairment 
through 

revaluation 
reserve 

Impairment 
through 

profit or loss 
statement 

Adjusted carrying 
amount 

 K’000 K’000 K’000 K’000 

Twin Otter aircraft           28,136 (5,385) (9,071) 13,680 
Twin Otter rotables 10,267 (1,080) (8,093)   1,094 
Twin Otter consumables    5,494 - (5,220)      274 

43,897 (6,465) (22,384) 15,048 
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28. Related party disclosures 
28.1 Disclosure of interest 

 Name of Director Organisation Interest 
Simon Wild Skytrans Pty Ltd Director 
 Avstaff International Pty Ltd Director 
 Wild Family Pty Ltd Director 

 
 
Kostas Constantinou Hebou Constructions (PNG Limited Chairman 
 Bank of South Pacific Limited Chairman 
 Oil Search Limited Director 
 Airways Hotel & Apartments Limited Chairman 
 Lamana Hotel Limited Managing Director 
 Gazelle International Hotel Limited Director 
 Alotau International Hotel Limited Chairman 
 Kimbe Bay Hotel Limited Chairman 
 Coastwatchers Court Limited Director 
 
Augustine Mano Mineral Resource Development Company Managing Director 
 Mineral Resources Star Mountains Director 
 Mineral Resource Ok Tedi (No.2)  Director 
 Hevilift (PNG)  Director 
 
Michael Koisen Teachers Savings and Loan Society Ltd Chief Executive Officer  
 Credit Corporation Limited Director 
 Independent Public Business Corporation Director 
 
Murray Woo National Superannuation Fund Director 
 Getaway Travel Limited Director 

 

 
 
 
 
 
 

28.2 Transactions with  subsidiaries and affiliated companies  

The following transactions with related parties occurred on normal trading terms during the year. The amounts 
recoverable refer to note 15. 
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28. Related party disclosures (cont.) 
 

    

2013     
Related Party  Relationship Nature of 

transaction 
Value 
K’000 

Balance 

   To/(from) Receivable/(payable) 
John R. Wild Affiliated 

person 
Loan no fixed 
repayment 

610  

     
    610 
     
Skytrans Pty Ltd Affiliated  

Company 
Loan no fixed 
repayment 

(100)  

  Purchase of 
aircraft parts 

(1,748)  

  Payroll service -  

  Consultancy 
services 

(32)  

  Office rental (325)  
  Settlement  2,005  
    (100) 
     
Avstaff International Affiliated  

Company 
Supply of fuel in 
CNS 

(-)  

Pty Ltd 
 

 Settlement -  

    (-) 
APNG Services Pty Ltd Subsidiary 

Company 
Supply of 
International 
Aircrew 

         
(13,019) 

 
 

  Payroll service 
fee 

         
(294) 

 

  Settlement              
13,989 

 

    677 
     
Galatoire Limited Subsidiary 

Company 
Loan no fixed 
repayments 

(869)  

  Rental charges (360)  
  Maintenance 

costs 
1,229  

    869 
     
PNG Ground Services Limited Subsidiary 

Company 
Loan on fixed 
repayments 

(2,134)  

  Fuel Sales (22,805)  
  Settlement 20,671  
    (2,134) 
     
Pacrim Leasing Limited   Subsidiary 

Company 
Loan no fixed 
repayment 

274  

     
    (274) 
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28. Related party disclosures (cont.) 
 

2012     
Related Party  Relationship Nature of 

transaction 
Value 
K’000 

Balance 

   To/(from) Receivable/(payable) 
John R. Wild Affiliated 

person 
Loan no fixed 
repayment 

569  

     
    569 
     
Skytrans Pty Ltd Affiliated  

Company 
   

  Loan no fixed 
repayment 

(340)  

  Purchase of 
aircraft parts 

(103)  

  Payroll service 
fee 

- 
 

 

  Consultancy 
services 

(182)  

  Office rental (259)  
  Others   204  
    (340) 
     
Avstaff International Affiliated  

Company 
Supply of fuel in 
CNS 

(1,460)  

Pty Ltd 
 

 Settlement 1,444  

    (16) 
APNG Services Pty Ltd Subsidiary 

Company 
Supply of 
International 
Aircrew 

       
(9,345) 

 
 

  Payroll service 
fee 

(272)  

  Settlement      9,876  

    259 
     
Galatoire Limited Subsidiary 

Company 
Loan no fixed 
repayments 

(915)  

  Rental charges (480)  
  Maintenance 

costs 
1,395  

    915 
     
PNG Ground Services Limited Subsidiary 

Company 
Loan on fixed 
repayments 

1,464  

  Fuel Sales (20,961)  
  Settlement 22,426  
    1,464 
     
Pacrim Leasing Limited   Subsidiary 

Company 
Loan no fixed 
repayment 

274  

     
    (274) 
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28. Related party disclosures (cont.) 
 

 
28.3  Transactions with key management personnel 
 
The remuneration of directors and other members of key management personnel during the year was as follows: 
 
2013 
Muralee Siva                                      Jaydip Sengupta                                Craig Williams 
Bruce Alabaster                                  John Biddle                                        Andrew Johnston 
Paul Abbot                                          Craig Chapple                                    John Fitzgerald 
 
2012 
Gary Toomey                                      Jaydip Sengupta                                Jim Samson 
Bruce Alabaster                                  John Biddle                                         Phil Braz 
Scott Roworth                                     Craig Chapple                                    John Fitzgerald 
 
The aggregate compensation made to key management personnel of the Group is set out below: 
 
 Year ended 31/12/13  Year ended 31/12/12 
 K’000  K’000 
    
    
Remuneration including short term benefits 5,742  9,963 
 
There were no short-term & termination benefits paid in 2013.  
 
The remuneration of key executives is determined by the remuneration committee having regard to the performance of 
individuals and market trends. 

 
28.4 Details of Board Remuneration 
 
The following table shows the level of Remuneration received by the Non-Executive Directors in the 2013 Financial year: 
 
Director                       Date of Appointment      Date of Resignation          2013 Payments          2012 Payments 
                                                                                                                           PGK                            PGK 
  
John Jeffery                        23/06/2008                 29/08/ 2012                        -                                   33,274 
Kostas Constantinou          23/06/2008                             -                              46,752                         46,752 
Michael Koisen                   15/07/2008                             -                              46,752                         46,752                 
Simon Wild                         23/06/2008                             -                              60,000                          60,000 
Augustine Mano                 17/03/2010                             -                              47,252                         47,252 
Murray Woo                        29/08/2012                             -                              49,252                         16,416 
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28. Related party disclosures (cont.) 
 
28.5 Remuneration above K100,000 
The following table shows Remuneration of K100,000 and above received by staff  
 

Remuneration 2013 2012  Remuneration 2013 2012 
K’000’s Nos. Nos.  K’000’s Nos. Nos. 

       
100 - 110 8 7  340 - 350 1 5 
110 - 120 6 9  350 - 360 4 2 
120 - 130 5 10  360 - 370 5 4 
130 - 140 5 27  370 – 380  2 4 
140 - 150 4 6  380 – 390  - - 
150 - 160 4 2  390 - 400 5 4 
160 - 170 20 5  400 – 410 2 - 
170 - 180 5 3  410 – 420 1 2 
180 - 190 4 3  420 – 430 1 2 
190 - 200 7 6  430 – 440 1 2 
200 - 210 4 2  440 – 450 2 - 
210 - 220 8 11  450 – 460  - 1 
220 - 230 8 10  470 – 480  3 - 
230 - 240 6 8  500 - 510 2 - 
240 - 250 5 7  510 - 520 1 - 
250 - 260 6 8  520 - 530 1 - 
260 - 270 2 -  530 - 540 1 - 
270 - 280 5 8  540 – 550 - 1 
280 - 290 7 7  570 – 580 1 2 
290 - 300 8 4          610 - 620 2 - 
300 – 310 5 5  690 - 700 1 - 
310 - 320 6 11  760 - 770 1 - 
320 - 330 9 5  1100 - 1200 1 - 
330 - 340 4 3  2,600 –2,700 - 1 

 
 
 
29. Contingent liabilities 
 

 
(i) The Group has given a guarantee of K250,000 to the ANZ Banking Corporation in respect of corporate credit cards; 
(ii) The Group has provided a bank guarantee of K 750,000 to inter oil and K 900,000 letter of credit has been issued to 

National Australia Bank. 
(iii) The company has no capital commitments and; 

Currently there is no possibility of a litigation claim by another party.  
 
 

30. Other company information 
 
The total number of employees at Airlines of Papua New Guinea Limited at year end was: 
 

  Consolidated  Company 
  Year ended 

31/12/13 
 Year ended 

31/12/12 
 Year ended 

31/12/13 
 Year ended 

31/12/12 
         
         
National employees  593  557  584  549 
Expatriate employees  172  165  172  165 

  765  722  756  714 
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31.  Events after the reporting period 
 
On 9 October 2014 the company announced to POMSOX that it had signed agreements with each of Mineral Resources 
Development Company Limited, Mineral Resources Ok Tedi No 2 Limited and Mineral Resources Star Mountains 
Limited (collectively “MRDC”), and an agreement with National Superannuation Fund Limited (“NASFUND”) under which 
each of MRDC and NASFUND has agreed to subscribe K10 million for new shares (the “Issues”) in the company (for a 
total subscription amount of K20 million).  Under the agreements, MRDC and NASFUND will each subscribe for 100 
million new shares at 10 toea per share and be granted 200 million free options (each convertible to 1 new share in the 
company) with each option exercisable at any time during a 5 year period at 2 toea per new share. The full amount of 
K20 million has been received at the date of this report. 

 
Subsequent to year end APNG obtained additional financing from its existing shareholders (discussed above) and to 
temporarily defer the payment of some of its current maturing liabilities. The most notable is the extension of existing 
debt with Nasfund (K25m as at 30 June 2014) for two years from equity injection date and all debt will have zero interest 
for a period six months also effective from equity injection date.  
 
 
Board of director member Kosats Constantinou has resigned from the board with effect from 15 April 2014. 
 
32.  Approval of financial statements 
 
The financial statements were approved by the board of directors and authorised for issue on 16 December 2014. 
 
 
33.  Auditors Remuneration 
 

  Consolidated  Company 
  Year 

ended 
31/12/13 

 Year 
ended 

31/12/12 

 Year  
ended 

31/12/13 

 Year  
ended 

31/12/12 
  K’000  K’000  K’000  K’000 

 
Audit Fee (Deloitte Touche Tohmatsu)  

 
330 

  
326 

  
308 

  
305 

 
Other service fees  (Deloitte Touche 
Tohmatsu)  

 
68 

  
52 

  
68 

  
52 

 
Total fees  (Deloitte Touche Tohmatsu)  

 
398 

  
378 

  
368 

  
357 
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Independent Auditor’s Report to the Shareholders of  
Airlines of Papua New Guinea Limited 
 
We have audited the accompanying financial report of Airlines of Papua New Guinea Limited, which 
comprises the statement of financial position as at 31 December 2013, and the statement of profit or loss 
and other comprehensive income, statement of changes in equity and statement of cash flows for the year 
then ended, and a summary of significant accounting policies and other explanatory information of the 
consolidated entity, comprising the Company and the entities it controlled at the year’s end or from time to 
time during the financial year. 

Directors’ Responsibility for the Financial Report 

The directors are responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with International Financial Reporting Standards, and the Companies Act 1997, 
and for such internal control as the directors determine is necessary to enable the preparation of 
consolidated financial statements that are free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit 
in accordance with International Standards on Auditing. Those standards require that we comply with 
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain 
reasonable assurance whether the financial report is free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial report. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial report, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation of the financial report 
that gives a true and fair view, in order to design audit procedures that are appropriate in the circumstances, 
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates made by the directors, as well as evaluating the overall presentation of the financial 
report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion  

In our opinion, the financial statements present fairly, in all material respects, the financial position of the 
consolidated entity and the Company as at 31 December 2013 and of their financial performance and their 
cash flows for the year then ended in accordance with International Financial Reporting Standards. 
  

 

 

 

 
 
 
 
 
 
Inherent Uncertainty Regarding Continuation as a Going Concern 
 
Without qualification to the opinion expressed above, attention is drawn to the following matter.  As a result 
of the matters described in Note 3.20 “Going concern”, there is significant uncertainty whether the 
consolidated entity and the Company will be able to continue as going concerns and therefore whether they 
will realise their assets and extinguish their liabilities in the normal course of business and at the amounts 
stated in the financial report. 
 
Report on Other Legal and Regulatory Requirements 

The financial report of Airlines of Papua New Guinea Limited is in accordance with the Companies Act 1997 
and proper accounting records have been kept by the Company. During the year ended 31 December 2013 
we provided Airlines of Papua New Guinea Limited with tax agency and compliance services. 

 

 

DELOITTE TOUCHE TOHMATSU 

 

 

Suzaan Theron 

Registered under the Accountants Act 1996 
Partner, Chartered Accountants 
 

Port Moresby, this 18th day of December 2014 
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Independent Auditor’s Report to the Shareholders of  
Airlines of Papua New Guinea Limited 
 
We have audited the accompanying financial report of Airlines of Papua New Guinea Limited, which 
comprises the statement of financial position as at 31 December 2013, and the statement of profit or loss 
and other comprehensive income, statement of changes in equity and statement of cash flows for the year 
then ended, and a summary of significant accounting policies and other explanatory information of the 
consolidated entity, comprising the Company and the entities it controlled at the year’s end or from time to 
time during the financial year. 

Directors’ Responsibility for the Financial Report 

The directors are responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with International Financial Reporting Standards, and the Companies Act 1997, 
and for such internal control as the directors determine is necessary to enable the preparation of 
consolidated financial statements that are free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit 
in accordance with International Standards on Auditing. Those standards require that we comply with 
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain 
reasonable assurance whether the financial report is free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial report. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial report, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation of the financial report 
that gives a true and fair view, in order to design audit procedures that are appropriate in the circumstances, 
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates made by the directors, as well as evaluating the overall presentation of the financial 
report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion  

In our opinion, the financial statements present fairly, in all material respects, the financial position of the 
consolidated entity and the Company as at 31 December 2013 and of their financial performance and their 
cash flows for the year then ended in accordance with International Financial Reporting Standards. 
  

 

 

 

 
 
 
 
 
 
Inherent Uncertainty Regarding Continuation as a Going Concern 
 
Without qualification to the opinion expressed above, attention is drawn to the following matter.  As a result 
of the matters described in Note 3.20 “Going concern”, there is significant uncertainty whether the 
consolidated entity and the Company will be able to continue as going concerns and therefore whether they 
will realise their assets and extinguish their liabilities in the normal course of business and at the amounts 
stated in the financial report. 
 
Report on Other Legal and Regulatory Requirements 

The financial report of Airlines of Papua New Guinea Limited is in accordance with the Companies Act 1997 
and proper accounting records have been kept by the Company. During the year ended 31 December 2013 
we provided Airlines of Papua New Guinea Limited with tax agency and compliance services. 

 

 

DELOITTE TOUCHE TOHMATSU 

 

 

Suzaan Theron 

Registered under the Accountants Act 1996 
Partner, Chartered Accountants 
 

Port Moresby, this 18th day of December 2014 
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CORPORATE DIRECTORY

There are no material differences between the following information provided as at 31 December 2013 and the circumstances 
prevailing as at the date of publishing this report.

Airlines of Papua New Guinea Limited
Incorporated in Papua New Guinea

Directors
Simon Wild 
Murray Woo
Augustine Mano
Michael Koisen
Simon Woolcott (appointed 22 october 2014) 

Company Secretary
John Biddle

Registered Office, address for service and principal 
administrative office:

Part Portion 97
Milinch Granville
Jackson’s International Airport
Seven Mile NCD
Papua New Guinea

Principal place of business
Jackson’s International Airport
Port Moresby
Papua New Guinea

Postal address
PO Box 170
Boroko NCD 111
Papua New Guinea

Subsidiaries
Galatoire Limited
PNG Ground Services Limited
Pacrim Leasing Limited
APNG Services Pty Ltd

Auditors
Deloitte Touche Tohmatsu
Level 12, Deloitte Tower
Douglas Street
PO Box 1275
Port Moresby NCD 121
Papua New Guinea

Registry
The register of shareholders is maintained at:
PNG Registries Limited
Level 2, AON House
McGregor Street

PO Box 1265
Port Moresby, NCD
Papua New Guinea
Telephone 321 6377

Stock Exchanges
The Company maintains a listing only on POMSoX
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Distribution of Shareholders

a)  The distribution of ordinary shares ranked to size at 31 December 2013 is at follows: 

Range (PGK) Shareholders Shares % Issued 
Capital

1 - 1,000 117 98,469 0.04
1,001 - 5,000 1,696 4,242,488 1.90
5,001 - 10,000 287 2,667,510 1.20
10,001 - 100,000 212 6,258,370 2.81
100,001 and Over 26 209,733,163 94.05
Total 2,338 223,000,000 100.00

b) The twenty largest shareholders representing 88.17% of the ordinary shares as at 31 December 2012 were as follows:

Shareholder Number of shares % of issued capital
1 John Ralston Wild 135,750,000 60.87
2 National Superannuation Fund 21,000,000 9.42

3 Mineral Resources OK TEDI No 2 Limited 10,500,000 4.71
4 Pacific Nominees Limited 7,867,100 3.53
5 Mineral Resources Development Company Ltd 7,000,000 3.14
6 Mineral Resources Star Mountains Ltd 7,000,000 3.14
7 Teachers Savings & Loans Society Ltd 7,000,000 3.14
8 Credit Corporation (PNG) Ltd 2,000,000 0.9
9 Steffen Wirth <Skills Development A/C> 2,000,000 0.9
10 BSP Capital Limited <HAUS A/C> 1,671,605 0.75
11 Fubilan Catering Services Limited 1,000,000 0.45
12 Kambang Holdings Limited 1,000,000 0.45
13 Stars Mountains Properties & Investment Limited 750,000 0.34
14 Dan Corporation Limited 700,000 0.31
15 George Mannga Tagobe 600,000 0.27
16 Philip Depis <NIMAMAR DEVELOPMENT

                      AUTHORITY A/C> 500,000 0.22 
17 Nasfund Contributers Savings & 

Loan Society Limited 500,000 0.22
18 Pacific MMI Insurance Limited 500,000 0.22
19 Star Mountain Investment Holdings Limited 500,000 0.22
20 Tabubil Hotel Limited 500,000 0.22
Total 208,323,203 93.42

c. Issued capital as at 31 December 2013 was 223,000,000 ordinary fully paid shares.

SHAREHOLDERS INFORMATION
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OTHER INFORMATION

Directors Interest

Director Direct / Indirect Shares Held %
Mr Mano Indirect (Mineral Resources OK TEDI No 2 Limited) 10,500,000 4.71
Mr Mano Indirect ( Mineral Resources Development Company Ltd) 7,000,000 3.14
Mr Mano Indirect (Mineral Resources Star Mountains Limited) 7,000,000 3.14
Mr Koisen Indirect  (Teachers Savings & Loan Society) 7,000,000 3.14

Other Information

There is no material variance between the Audited Accounts of the Company and the appendix 4B Report filed with 
POMSoX for the period.
The Company has no restricted securities on issue.
The Company has no unquoted equity securities on issue. The Company has no listed debt securities on issue.
The voting rights attaching to each quoted ordinary share in the Company are set out in full in the Constitution.
In summary, this includes one vote on each resolution at a general or extraordinary meeting of shareholders. It includes the 
right to participate equally with each other ordinary shareholder in any distributions or dividends by the Company.
There are restrictions on the extent of foreign ownership permitted in the Company and the Company retains the power to 
force the sale of any offending foreign shareholdings. The company must remain more than 50 % PNG owned to ensure the 
airline retains Papua New Guinea nationality for the purposes of the various bilateral air service agreements.

Mr. Woo                           Indirect (National Superanuation Fund Limited)                     21,000,000              9.42



Airlines Of Papua New Guinea Limited
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