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THE PUBLIC ACCOUNTS COMMITTEE

INQUIRY INTO DEPARTMENT OF LANDS & PHYSICAL PLANNI NG

REPORT TO THE NATIONAL PARLIAMEN T

INTRODUCTION

1.1. On the 28 day of February 2006 the Permanent Parliamentabjidc®
Accounts Committee concluded a long running inquinto the
Department of Lands & Physical Planning.

1.2. As a result of evidence taken in the Inquiry, theblie Accounts
Committee made certain findings which were highlyitical of
performance of the Department of Lands & Physidani®ing and, in
particular, the performance and competence of teadHof Department
and Senior Officers.

1.3. As aresult of evidence and documents tendereletdniquiry, the Public
Accounts Committee made certain referrals of ther&ary of the
Department of Lands and Physical Planning for inq@nd possible
prosecution for breaches of his statutory obligegio

1.4. As a result of evidence and documents tendereketanquiry, the Public
Accounts Committee unanimously resolved to makallaahd complete
report of its Inquiry and findings to the NatioriRdrliament in accordance
with Section 86 (1) (c) of theublic Finances (Management) Act 1994.

1.5. The Public Accounts Committee now tables the repath its strongest
recommendation that remedial action be immediatalken by the
National Parliament in accordance with findings amdolutions of the
Public Accounts Committee.

EXECUTIVE SUMMARY
2.1 The Department of Lands and Physical Planning mpetent and
ineffective in carrying out its statutory obligat® to manage land and

fails to protect and further the fiscal interedtshe State.

2.2  The Department of Lands and Physical Planning ladedf to collect
revenue in a timely manner or at all.



2.3

2.4

2.5

2.6

2.7

2.8

2.9

2.10

2.11

2.12

2.13

The Department of Lands and Physical Planning hiedf to implement
and maintain competent or adequate systems of attogu control and
accountability.

The Department of Lands and Physical Planning owany years has
conducted itself illegally in the allocation of amdgistering of State
Lease, granting of licenses, giving of Ministeeakemptions, dealing with
Customary land and in its fiscal obligations to Biate.

The Department of Lands and Physical Planning f@smany years,
given priority to the interests of private entegpriand private speculators
over the interests and lawful rights of the State.

The Department of Lands and Physical Planning ireguurgent
restructuring.

The Committee recommends the immediate removdie@fSecretary and
senior Management of the Department of Lands angi®d Planning
and the recruitment by international advertisem@&ntompetent senior
managers and executives to rebuild the Department.

The system of Land Registration and performancthefDepartment of
Lands and Physical Planning is poorly regarded Hey frivate sector.
There is a clear lack of confidence in the Depantna&d its management.

lllegalities and abuses by Management, Departmé@ffaders and certain
members of the Land Board continue with immunitgl anpunity.

There is no will or ability in the current Manageamhef the Department of
Lands and Physical Planning to effect any change.

The Department of Lands and Physical Planning angharticular, the

Secretary and Deputy Secretary of that Departmiesitracted the Inquiry
by the Public Accounts Committee by failing to pnod documents when
ordered to do so.

The Department of Lands and Physical Planning &#éeadf in its duty to
protect and secure public documents and Statedgcor

The Department of Lands and Physical Planning Rpesed the State to
significant liability by reason of illegal practiseunlawful decisions and
negligent actions of Departmental Officers.



2.14

2.15

2.16

2.17

2.18

2.19

2.20

2.21

2.22

The State has been deprived of very significanemee by way of Land
Rental and tender or reserve price which has eitbebeen levied at all
by the Department, or not collected.Levy

The Department has, in the last decade, engagdtieinplanned and
deliberate granting of Reserved Land, National ParkOpen Space land
into private hands for little or no recompensehe State — and in many
cases, quite unlawfully.

The current Management of the Department of Landd Rhysical
Planning has taken no steps at all to rectify, eal dvith abuses of past
administrations, despite having detailed knowlealigghose illegalities.

The Department of Lands and Physical Planning nsad impediment to
National development and economic growth. It is gp&tment which
needs to be brought immediately under control.

The Government must review the entire system af &location in Papua
New Guinea. The current system requires a high edegf probity,
honesty and competence — attributes lacking for eeade in the
Department of Lands and Physical Planning and #rellBoard.

The Committee recommends that the Government imatedgiappoint a
Commission of Inquiry to review every Lease Grardden in the last
decade - with a view to establishing which Statasés have been
illegally or unlawfully issued and to recover satoethe benefit of the
State.

That Commission of Inquiry should also be taskedhwmaking

recommendations for the rebuilding of the Departmeih Lands and
Physical Planning and basic steps to be takendioree confidence and
credibility to the Department and the system ofllaegistration and land
security in Papua New Guinea.

The Committee has referred the Secretary and DePatyetary of the
Department of Lands and Physical Planning for itigaion and
prosecution.

The Committee endorses and accepts the ReportseoDffice of the
Auditor General on the Department of Lands and Eayd$lanning for
the years 2000 — 2004.



CHRONOLOGY

3.1.

3.2.

3.3.

3.4.

3.5.

The Public Accounts Committee commenced its Inquinyo the
Department of Lands & Physical Planning in 2003 aaodtinued on the
1%' September 2005, the 24November 2005, 2%5November 2005, the
29" November 2005 and the 2&ebruary 2006.

The Inquiry was closed on the"28ebruary 2006.

Directives to produce evidence and documents wigendo the Secretary
for the Department of Lands on thé" Beptember 2005, the %2
November 2005, the 39November 2005 and the 2@lay of February
2006.

These Directives were complied with inadequatelpaircomplied with at
all.

Referrals of the Secretary for the Department ohdsa & Physical
Planning for investigation and possible prosecuti@ne made on the 24
November 2005, the 35November 2005, the #9November 2005 and
the 28" day of February 2006.

LIST OF ABBREVIATIONS

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

UDL Urban Development Lease

TSL Town Sub-Division Lease

PF(M)A Public Finances Management Act
PAC Public Accounts Committee.

NCDC National Capital District Commission

The Constitution ~ The Constitution of the Independent State of Papua
New Guinea

The National Court The National Court of Justice of Papua New Guinea

The Committee The Permanent Parliamentary Public Act®un
Committee.
The Secretary The Secretary of the Department of Lands and

Physical Planning
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4.10 The Department  The Department of Lands and Physical Planning.
COMPOSITION OF THE COMMITTEE

5.1 The Public Accounts Committee which made inquity ithe Department
of Lands & Physical Planning was constituted akoves:

5.2 1% September 2005:
Hon. John Hickey MP (Chairman)

Hon. James Togel, MP (Member)

Hon. Michael Maskal, MP  (Member)

Hon. David Anggo, MP (Member)

Hon. John Vulupindi, MP  (Member)

Hon. Ekis Ropenu, MP (Member)

Hon. Bob Danaya, MP (Member)

5.3 24" November 2005:
Hon. John Hickey (Chairman)
Hon. Chris Haiveta, MP (Deputy Chairman)

Hon. Timothy Tala, MP (Member)

Hon. Sasa Zibe, MP (Member)
Hon. Ekis Ropenu, MP (Member)
Hon. Bob Danaya, MP (Member)
Hon. James Togel, MP (Member)

5.4 25" November 2005 .
Hon. John Hickey, MP (Chairman)
Hon. Bob Danaya, MP (Member)

Hon. Michael Maskal, MP  (Member)



5.5

5.6

5.7

Hon. Timothy Tala, MP
Hon. Sasa Zibe, MP
Hon. James Togel, MP
Hon. Ekis Ropenu, MP
29" November 2005:
Hon. John Hickey, MP
Hon. Bob Danaya, MP
Hon. Michael Maskal, MP
Hon. Timothy Tala, MP
Hon. Sasa Zibe, MP
Hon. James Togel, MP
Hon. Ekis Ropenu, MP
28" February 2006

Hon. John Hickey, MP
Hon Sasa Zibe, MP

Hon. Bob Danaya, MP
Hon. Mal Smith-Kela, MP

Hon. John Vulupindi MP

Hon. Michael Maskal, MP

11

(Member)
(Member)
(Member)

(Member)

(Chairman)
(Member)
(Member)
(Member)
(Member)
(Member)

(Member)

(Chairman)
(Member)
(Member)
(Member)
(Member)

(Member)

The Chairman, Deputy Chairman and Members efGbmmittee were
properly and lawfully appointed and empowered tb a8 a Public

Accounts Committee.
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JURISDICTION AND PURPOSE OF THE INQUIRY

INTRODUCTION

6.1

6.2

6.3

6.4

6.5

6.6

6.7

6.8

The Department of Lands and Physical Planrsng central and crucial
agency to the economic wellbeing and developmentPapua New
Guinea. It manages all State land in Papua Newé&auand land is the
most important asset in the development of theetpeind the economy.

The Department is responsible, inter alia, for ld&ful and legitimate
issue of State Leases, the consideration by theaPhjew Guinea Land
Board of tenders and applications for the granbtate Leases and, more
particularly, is responsible for the protectionSiate property, assets and
revenue.

The Department of Lands and Physical Planning shdad a major
revenue collector for the Government of Papua Nean€&a and is subject
to the jurisdiction of the Office of the Auditor-@eral and the Public
Accounts Committee.

The Public Accounts Committee has conducted ongliggiries into the
Department of Lands and Physical Planning for astle decade.

Throughout this period the Committee has been coerdeat the apparent
failures by the Department of Lands and Physicahi®hg to carry out its
functions with any degree of competence or success.

The Committee has been concerned at the apparabiliy of the
Department of Lands and Physical Planning to ptaaed manage State
land, State Leases and State revenue.

The Committee became increasingly concerned atclarly apparent
difference between assurances given by Departm@ftaters that the
Departmental performance was improving every ydatenvthe Reports of
the Auditor General and other indicators sugge#itatl these assurances
were not correct.

During its Inquiries, the Public Accounts Committes sought to effect
change within the Department of Lands and Physikiahning by a
process of Inquiry, directive, suggestion, encoenagnt and
recommendation.



6.9

6.10

6.11

6.12

6.13

6.14

6.15
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Throughout that period, the Committee has seenmpavement in the
performance of the Department and its OfficersatTgerformance can, in
almost all respects, be described as extremely podr in many cases,
totally non-existent.

The Committee has entertained serious concerns tag tompetence and
honesty of Management of the Department of Landd Bhysical
Planning for some years.

Continuous evidence of illegal dealings in land|ufas to forfeit and
reallocate land for breaches of Lease covenanisydato collect huge
arrears of Land Rental owed to the State, the atiiem of Reserved or
Open Space land to private hands, the failure efRkpartment to deal
with these abuses and an increasingly obviousuditial problem within
the Department and an increasing Departmental agpatfor corruption
and failure, has persuaded the Public Accounts CQusenthat a
Parliamentary Report recommending urgent intereents warranted, if
any remedial steps are to occur.

The Committee has concluded that corrupt practieesl inept
management of the National Estate continues witlpumty and
immunity. This is not acceptable.

This conclusion was confirmed by the almost congplailure and / or
refusal of the Departmental Officers to assist fPeblic Accounts
Committee by complying with Directives and prodyginlocuments,
records and files requested by the Committee.

It was clearly apparent that the Department dediedy refused to
produce any records at all in respect of patefidgal land dealings.

This blatant failure was blithely explained away the Secretary and
Head of the Department of Lands and Physical Ptenim the following
sworn testimony to the Committee:

Mr. Pepi Kimas

“Let me inform the Committee that once the cliergéaeives their titles
they get officers to remove and destroy the filesl @&verything else”

and further
“What they do is that as soon as they get the titleey pay off

somebody who will destroy the file and remove idaihat makes the
task very difficult”



6.16

6.17

6.18

6.19

6.20
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Evidence to the Committee 26 November 2005

In light of the attitude displayed in this evidene@sd considering all the
evidence in the Inquiry, the Committee concludeat thhe Department of
Lands and Physical Planning had some very serageey and fundamental
problems that will not be solved without Governnatigbercion to do so.

The Committee also resolved that the Report toRhdiament from the
Committee, contain recommendations for reform of epartment of
Lands and Physical Planning.

At all times, the Committee has taken great caentible witnesses to make
full and complete representations and answers to raatter before the
Committee — in particular those matters about whieh Committee may
make adverse findings against individuals or corrggan

The Public Accounts Committee has taken care te gareful consideration
to all responses and evidence given before the Gtiean

All evidence was taken on oath and full and dueiirygwas made of all
relevant State Agencies where the Committee coresidinose inquiries to
be necessary.

JURISDICTION

THE CONSTITUTION OF THE INDEPENDENT STATE OF PAPUA
NEW GUINEA.

7.1

The Committee finds its jurisdiction figstpbursuant to Section 216 of the
Constitution of the Independent State of Papua NeéBwinea That
Section reads:

“216. Functions of the Committee

(1) The primary function of the Public Accounts Commate is, in
accordance with an Act of the Parliament, to exareimnd report
to the Parliament on the public accounts of PapuaeW Guinea
and on the control of and on transaction with or noerning, the
public monies and property of Papua New Guinea”.

(2) Sub-section (1) extends to any accounts, financad aroperty that
are subject to inspection and audit by the AuditGeneral under
Section 214 (2) ... and to reports by the Auditor Geal under that
Sub-section or Section 214 (3)...".
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7.2  The Committee has taken care to restrict its Iryguaran examination of the
control of and on transactions with or concernihg public monies and
property of Papua New Guinea by the Departmentasfds and Physical
Planning and its officers.

7.3 Land itself is a significant State asset and then@dtee has jurisdiction to
consider the standard of management and controtiegd over that asset
by the Department of Lands and Physical Plannindyehalf of the State.

7.4  Whilst considering the relevant provisions of theon€titution, the
Committee has had regard to tRénal Report of the Constitutional
Planning Committee 1974 and been guided by or applied the stated
intentions of that Committee wherever necessary.

7.5 The Public Accounts Committee has had due regardeports by the
Auditor General made pursuant to audit inspectiohthe Department of
Lands and Physical Planning for the years 200004 2but has conducted
an Inquiry into matters deemed by the Committeeb&o of National
Importance or which arise naturally from primames of Inquiry and which
are within the jurisdiction and function of the Caittee as set forth in the
Constitution.

7.6 Whilst engaged in the Inquiry the Committee waslgdiby two definitions
contained in the Constitution, which are directjerant to Section 216 of
the Constitution. They are:

“Public Accounts of Papua New Guinea” includes alteounts, books
and records of, or in the custody, possession ontoal of, the National
Executive or of a public officer relating to publigproperty or public
moneys of Papua New Guinéa;

and
“Public moneys of Papua New Guinea” includes mondadd in trust by
the National Executive or a public officer in hisapacity as such,
whether or not they are so held for particular perss;”
Schedule 1.2 of the Constitution
8. THE PUBLIC FINANCES (MANAGEMENT) ACT.

8.1. The Public Accounts Committee also finds its juididn to Inquire into

the Department of Lands and Physical Planning iotiG@e 86 of the

Public Finance (Management) Act That Section empowers the
Committee to examine accounts and receipts ofcalie and expenditure



8.2.

8.3.

8.4.

16

of the Public Account and each statement in anyoRepf the Auditor
General presented to the Parliament.

The Committee has considered both accounts andptecand as they
have been made available by the Department of Lamik Physical
Planning and such statements and reports of thetgku@eneral as may
have been presented to Parliament.

The Committee has further considered reports of Ahditor General
which have not yet been presented to the Parligneanthe basis that that
evidence was tendered by the Auditor General ferctnsideration of the
Committee and on the basis that such materialtisinihe purview of the
Committee as a matter of national importance. (&ea. 9 infra).

Power to refer matters for investigation and pdssiprosecution is
granted to the Committee by Section 86A of tRablic Finances
(Management) Act

9. PERMANENT PARLIAMENTARY COMMITTEES ACT:

9.1.

9.2.

9.3.

The Committee received very serious allegations rofsconduct,
maladministration and corrupt dealing within and Bfficers of the
Department of Lands and Physical Planning.

The Committee resolved that a full Inquiry into bepartment of Lands
and Physical Planning was a matter of National itgmnze and found
further jurisdiction for the inquiry in Section bf thePermanent
Parliamentary Committees Act

That Section provides that the Public Accounts Cdiamcan consider any
matter to be of national importance. The Commijte we have stated,
considers the Department of Lands and Physicalnifignto be such a
matter.

10. PURPOSE OF THE INQUIRY

10.1. The purpose of the Inquiry conducted by the Pulicounts Committee

was to make full and complete examination of thenmea in which the
Department of Lands and Physical Planning in albdgpects, and officers
of that Department, controlled transactions with concerning public
monies and property, accounted for those moniespamygerty, protected
the position of the Independent State of Papua Keunea, collected
revenue, controlled and monitored expenditure @otkcted the position
of the State and the security and integrity of prop assets and money of
the State.



11.

12.

10.2.

10.3.
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The purpose of the Inquiry was not to improperlyspee or criticize any

person or company, but to make a constructive aftdmed Report to the
Parliament on any changes which the Committee pexséo be necessary
to any item or matter in the accounts, statememtgeports or any

circumstances connected with them, of the DepaittnoénLands and

Physical Planning and any matter considered byChwamittee to be of

national importance.

Further, the intention of the Inquiry was to enathie Committee to report
to the Parliament in a meaningful way on alteraditimat the Committee
thinks desirable in the form of the public accouassmanifested in the
Department of Lands and Physical Planning, in thethiod of keeping
them, in the method of collection, receipt, exptumei or issue of public
monies and/or for the receipt, custody, disposaljeé or use of stores and
other property of the State by the Department afidsaand Physical
Planning.

THE AUTHORITY TO REPORT

11.1.

The Public Accounts Committee finds authority taka this Report in
Section 17 of théermanent Parliamentary Committees Aahd Section
86(1) (c) and (d) (i), (ii), (iii) and (iv) and)(fof the Public Finances
(Management) Act 1995

THE AUTHORITY TO REFER

12.1.

12.2.

12.3.

Where satisfied that there is a prima facie cagedtperson may not have
complied with the provisions of th@onstitution of the Independent State
of Papua New Guineand / or thé?ublic Finances (Management) Adh
connection with the control and transaction withd azoncerning the
accounts of a public body or the public moneys tedproperty of Papua
New Guinea, it may make referrals of that persorth Office of the
Public Prosecutor in accordance with Section 86#&hefublic Finances
(Management) Act

The Public Accounts Committee is not a true ingadbry body capable
of investigating and/or prosecuting persons folabhes of the law. The
Committee is required to refer such matters toagheropriate authorities
and may make such recommendations as it thinkis fielation to any
referral made pursuant to Section 86A.

The Committee is also empowered to refer for pnots@c, any witness

who fails to comply with a Notice to Produce anycdment, paper or
book and / or any person who fails to comply witStanmons issued and
served by the Committee. See Section P&manent Parliamentary

Committees Act 1994.



12.4.

12.5.

12.6.

12.7.
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Further, Section 20 of th@arliamentary Powers and Privileges Act
permits the Committee to refer for prosecution pagson who, inter alia,
fails to comply with a Summons to produce bookgepa or documents
specified in the Summons.

The Public Accounts Committee twice made referoélhe Secretary for
Lands and Physical Planning, Mr. Pepi Kimas, dutimg course of this
Inquiry, for investigation and prosecution for tag to comply with a
Notice and a Summons to Produce Documents.

Those referrals were made after anxious consiaerati the evidence and
explanations given by the Secretary. The Secretas invited to make
any response or show any reason why he shouldenférred, but made
no or no adequate response to the Committee imagéed.

The Committee is cognisant that to make refergasticularly of a senior
public servant is a very serious matter which wadlersely reflect on the
individual concerned. These referrals are not mayiely but only after

careful consideration of all the evidence and umawis resolution by the
Committee.

13. METHOD OF INQUIRY

13.1.

13.2.

13.3.

The Inquiry by the Public Accounts Committee int@ tDepartment of
Lands and Physical Planning was a public hearingvaich sworn
evidence was taken from a small number of withesses

Assistance was obtained from representatives of S8adaries &
Remuneration Commission, the Office of the Aud®@eneral and from
the Public Service Commission.

The Committee made its Inquiry in four parts, eaddressing a different
area of Departmental operations. Those Parts anenauzed in Paras. 14
— 17 inclusive.

14. PART ONE OF THE INQUIRY - REPORTS OF THE AUDITOR
GENERAL.

14.1.

The Committee initially considered reports of thedhor General and
guestioned officers of the Department of Lands Bhygsical Planning on
the findings of the Auditor General. Certain fingsn and
recommendations were made arising from the Repartthe Auditor
General for the years 2000 — 2004.



15.

14.2.

14.3.
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The Committee identified a clear failure by the Bement to collect

Land Rental in a timely fashion and, as the Inqurggressed, became
concerned at the quality of the evidence given bpdtmental Officers —
particularly the Secretary of the Department, MepiPKimas concerning

those failures.

Continuing failures in accounting and managemenstesys were
identified in every Audit — many were continuallgientified and not
remedied.

PART TWO OF THE INQUIRY — BEFORE 2002.

15.1.

15.2.

15.3.

15.4.

The Committee was constantly assured by officerthefDepartment of
Lands and Physical Planning that “new systems” werg@lace. The
systems would, apparently, ensure that abuses wisdhoccurred in the
past within the Department of Lands and Physicahiihg would no
longer occur.

The Secretary of the Department of Lands and PalyBilanning assured
the Committee that he had taken significant stepgatds eradicating
corrupt dealings and improving revenue collectiard dinancial and
accounting performance of the Department of Landsl &hysical
Planning.

The relevant portions of his evidence were:
HON. CHRIS HAIVETA MP (DEPUTY CHAIRMAN):

“So what you are saying in the last three yearspylmave not attempted
to make any change to the existing policy, rulesdaexisting laws so
that land that is taken illegally from the State ode given back to the
State. You have not done anything up to now. Yoe atill surrounded

by the current inefficient policies. Is that corr&2”

MR. PEPI KIMAS :

“That is not quite correct. From the % April 2002 and to date, the
Lands Department has improved. Lands Departmentdifferent from

what it used to be. We have tightened things thrbugn-house

procedures to ensure that none of the past expecesare repeated”.

Evidence given to the Committee on the 39November 2005.
This evidence was not borne out by the ReporthefAuditor General.

The Committee decided to test the assertion of ongment by Mr.
Kimas.
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The Committee chose at random, a number of grdrfi¢éate Leases prior
to 2002 and examined those grants to ascertainhehébe Department
was protecting the position of the State in thesalidgs and whether the
Department was lawfully and fully collecting revenon behalf of the
State.

The object of this phase of this Inquiry was toablsh whether certain
allegations received by the Committee of malpragticorruption and
consequent loss to and liability of the State ie geriod prior to 2002,
were true.

The second part of the Inquiry was directed to erarg these randomly
chosen dealings in the period before the appointiwfedr. Pepi Kimas as
Secretary of the Department of Lands and Physileadrihg, with a view
to establishing if and how the current Secretany lais management team
had dealt with and remedied past abuses.

The Committee also considered the liability of thte for these past
abuses and the quality of protection given by teeddtment of Lands and
Physical Planning to public land, reserved Operc&pand and National
Parks. In other words, if and how the Departmenitarids and Physical
Planning was protecting the national asset and leserved for the use of
citizens, in the period from 2002 until 2005.

To the very great concern of the Committee, it bezauickly apparent

that the Department had failed to carry out itsidoatatutory obligations

adequately or at all, had failed to protect Statets, had failed to protect
the legal liability of the State, had opened that&tto considerable

liability by Departmental failures, had connivedthvand assisted illegal

dealings and exhibited serious management faimmesncompetence.

Of equal concern was the apparent failure of thpatenent to take any
steps to remedy or reverse the abuses of the [f@st 2002, despite
making those abuses public and being well awatkasfe failures.

Findings and resolutions were made by the Committgespect of these
matters.

PART THREE OF THE INQUIRY — 2002 — 2006.

16.1.

The Public Accounts Committee made a further randboice of certain

land transactions since 2002 to examine and atiseggrformance of the
Department of Lands and Physical Planning and theagement of that
Department during the period 2002-2006 — with patér emphasis on the
Departmental protection of State revenue and ptpper
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In doing so, the Committee tested the assertiothefSecretary of the
Department of Lands and Physical Planning thateuinis stewardship,
the Department had eradicated corruption and hall dgh instances of
corrupt dealings known to the Department.

Further, the Committee intended to test the assettiat the management,
accounting for and transactions by the Departméhfods and Physical
Planning with State property assets and money hguioved under the
control of the current Secretary and whether th&tjpm of the State was
now fully protected.

The Public Accounts Committee considered a numbkmal transactions
and decisions made by the Department and the RdpwaGuinea Land
Board during the period 2002-2006. It quickly beeaapparent to the
Committee that corrupt, incompetent and unlawfuhlidgs persist and
that the Management of the Department has not ivegrat all — at least
in this regard.

Also apparent was the fact that Departmental aiseem to have no idea
of their roles, no appreciation of the vital im@orte of the Department
and no interest in carrying out their tasks in afld and professional
manner.

What also became apparent was the contempt anéisusm which the
Department is held by members of the public andges legitimately
involved in land dealings and investment.

It also became rapidly apparent that no attemptsaeaer had been made
by the current Management to deal with known instanof corrupt,
fraudulent and criminal dealing with land prior2002.

In one instance, the Secretary had actually isBueds Releases declaring
certain dealings to be corrupt, but had taken aibslyl no steps to fulfill
his statutory obligations to rectify those problems

PART FOUR OF THE INQUIRY — THE LAND BOARD.

17.1.

17.2.

The Committee had received a number of seriougatilens concerning
the corrupt and incompetent conduct of the Papua Melinea Land
Board over many years.

The Committee considered the performance of thel [Bward during the
period 1993 - 2005 and concluded that the perfoomdras declined and
remains poor and that illegal decisions and conditiittpervade the Land
Board.
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The Committee made certain findings and recommeiain this regard.
These matters are addressed later in this Report.

PROGRESS OF THE INQUIRY:

18.1.

18.2.

18.3.

18.4.

18.5.

18.6.

18.7.

18.8.

18.9.

The Committee met on the 1st day of September 20@5questioned the
Secretary of the Department of Lands and Physitirihg, Mr. Pepi
Kimas as to his understanding of his duties andgatibns as Secretary
and Head of a Government Department.

The Committee heard sworn evidence from Mr. Kimé&te assured the
Committee that he was aware of and implementethallequirements of
the Public Finances (Management) Ac{particularly Section 5), the
Financial Instructions and all Statutes which it was the duty of his
Department to administer.

The Committee then adjourned the Inquiry.

On the 5th day of September 2005 a Notice for theddttion of
Documents and other evidence was given to the @egrdor the
Department of Lands and Physical Planning.

The Secretary had nearly three months to complig Wits Notice. The
Notice was initially given pursuant to Section 23 (b) of thePermanent
Parliamentary Committees Act 1994.

The Secretary of the Department failed to complgcactely with many
of the Directives, and failed to comply at all walarge number of them.

Accordingly, on the 24 day of November 2005 the Secretary of the
Department of Lands and Physical Planning was nedetio the Office of
the Public Prosecutor and to the Police for proseauarising from his
failure to provide documents to the Public Accou@emmittee in
accordance with the Notice to Produce.

On that day, the Public Accounts Committee issuesummons to the
Secretary for the Department of Lands and Phy$ttaining pursuant to
Section 89 of thePublic Finances (Management) Actequiring the
production of those documents not yet producedbySecretary.

The Secretary for Lands and Physical Planning meth&g produce a few
more documents, but failed to comply with large tjpms of the
Summons.
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Accordingly, on the 25th day of November 2005, theblic Accounts
Committee again referred the Secretary for Landk Rimysical Planning
to the Public Prosecutor and the Police for furtiverestigation and
prosecution, on this occasion for failure to complgh a Summons to
Produce documents.

These referrals are more fully addressed in thigoRginfra).

. The Committee reconvened on thé"2fy of November 2005 and heard

sworn evidence from the Secretary for Lands andiealyPlanning.

It became quickly apparent to the Public Accourdasn@ittee that prior to
2002 every randomly chosen land transaction wagreiinlawful, corrupt
or incompetently or corruptly handled by the Depeit and had exposed
the State to both considerable revenue loss asdlosssets.

More concerning was the fact that the evidencerlgie@vealed that
Public Land and National Parks had unlawfully bedienated by the
Department of Lands and Physical Planning with detepdisregard of
the relevant law and statutory duty imposed on Dlepartment and its
officers.

The Committee adjourned the Inquiry and reconvemrethe 28 day of
February 2006.

On the 22° February 2006, a further Notice to Produce Documend
information was served on the Secretary.

On the 28 February 2006, further evidence was taken andirtbairy
closed after the Committee delivered its findingd eecommendations.

The Committee first considered the issue of Landt&ecollection and
further comments are made on this issue laterisnRbport.

. The Committee considered certain randomly chosen lmansactions

during the period 2002 — 2005.

It quickly became apparent to the Public Accountsn@ittee that after
2002, every one of those randomly chosen trangectiwas either
unlawful, corrupt or incompetently or corruptly hed by the

Department and had exposed the State to considdcss of revenue and
assets.

. The Department of Lands and Physical Planning b#edf in its role as

the administering arm of the State over Land matéed, it seems to this
Committee, has become an arm of private enterpesponsible for
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allocating Leases regardless of the Law and tovéng considerable cost
of the State and the citizens of Papua New Guinea.

18.22. In short, the Committee concluded the Inquiry wpttofound and deep
concerns that the Independent State of Papua Nene&ilnad suffered
significant financial losses, lost considerable ante of very valuable
property and has been open to very significantlitgbas a result of the
incompetence, deceit and mismanagement by Depasir@fiicers at all
levels (but particularly Senior Management) of Department of Lands
and Physical Planning.

18.23. For these reasons the Committee resolved to makdr#port as soon as
possible.

PRIVILEGES AND PROTECTION OF WITNESSES

19.1. The Public Accounts Committee has taken care togm@se and extend to
all witnesses the statutory privileges and protecéxtended by thBublic
Finances (Management) Act 199and thePermanent Parliamentary
CommitteesAct 1994 and theParliamentary Powers and Privileges Act
1964

RELEVANT STATUTES

20.1. The Committee was required to consider the foll@gaBtatutes during the
course of the Inquiry:

PUBLIC FINANCES (MANAGEMENT) ACT 1995.

21.1. The Public Finances (Management) Acprescribes the method and
standard of the Administration of and accountingpieblic monies, public
properties and assets by State entities in PapuaGignea.

21.2. Further, the Act imposes certain obligations orblieuServants for
collection of State revenue and controls the experedof State or public
monies.

21.3. Relevant sections of the Act which were considebgd the Public
Accounts Committee during the course of the Inquitg the Department
of Lands & Physical Planning are:

(i) Section 5-Responsibilities of Heads of Department

This Section prescribes the duties, powers andjatobins of Head of
Department.
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Section 3— Responsibilities of the Minister

This Section prescribes the obligations and dutésrelevant
Ministers of State.

Part X - The Public Accounts Committee

This Part empowers and imposes functions and dhdigaon the
Public Accounts Committee. In particular, the Cattee was
required to consider Section 86 (A) — power to refificers of the
Department to the Office of the Public Prosecutorifivestigation
and possible prosecution relating to breachesePttblic Finances
(Management) Actl995and/or theConstitution.

Part XI - Surcharge

This Section prescribes personal liability for eertpublic servants
who fail in their obligations to collect and protemertain public
monies.

Section 112- Offences

This Section prescribes disciplinary action whiclaymbe taken
against certain public servants or accountablecef§i who fail to
comply with the terms of th@ublic Finances (Management) Act
1995.

FINANCIAL INSTRUCTIONS

22.1. Section 117 of thePublic Finances (Management) Acenables the
promulgation of certain Financial Instructions whiestablish detailed
procedures for the handling, collection, expenditudisposal and
accounting for public monies, property and stores.

22.2.

22.3.

The Public Accounts Committee had regard to thésan€ial Instructions

or Directives when considering the performance hed Department of
Lands & Physical Planning and its relevant resgdasdfficers.

In particular, the Committee had regardPart 6 Division 1 Para. 2.1—

Accountable Officers.That paragraph reads, in part:

the Departmental Head is liable under the doute of personal

accountability to make good any sum which the PublAccounts
Committee recommends should be “disallowed”.
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LAND ACT 1996

23.1.

23.2.

23.3.

23.4.

23.5.

23.6.

23.7.

23.8.

TheLand Act 1996is an Act of Parliament which vests all alienalzt
in the State, controls all dealings with and managy@ of the National
Estate and prescribes the procedures for and tmmenan which land
may be granted by State Lease.

In particular, theLand Act prescribes the powers of the Minister for
Lands and the powers, duties and obligations oDeartment of Lands
and Physical Planning in respect of the manageroei@tate land and
imposes strict obligations on the Department in @llecation of State
Leases, collection of revenue and protection of poélic moneys of
Papua New Guinea by enforcing the terms of tlaad Act against
defaulting Lessees.

Further, the_and Act creates the Land Board which is vested with power
to, inter alia, consider tenders for and grantStte Leases. Thieand
Act prescribes strict procedural steps attendinghgstof the Land Board.

The Committee had cause to examine several patteedfand Act in the
course of the Inquiry.

In order to understand the findings and recommeénnst of the
Committee, it is necessary to appreciate the ratetexms of theLand
Act and the obligations imposed on the Departmentanids and Physical
Planning thereby.

The relevant Sections of thend Act are:

SECTION 4 NATIONAL TITLE TO LAND

(1) All'land in the country other than customary landg ithe property of
the State, subject to any estates, rights, titlesrerests in force

under any law.

(2) All estate, right, title and interest other than stomary rights in
land at any time held by a person are held undee tBtate.

The appropriate entity which administers the lalatieg to those estates,
rights, titles and interests is the Department a@ihds and Physical
Planning.

The crucial nature of the Department of Lands ahgskal Planning in
protecting and developing the National Estateldarcfrom this Section.
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The Committee have concluded that, as a resulthsf $ection, the
Department of Lands and Physical Planning perfamanportant role in
the development of the Nation and the National eoon by reason of its
role as the custodian of State land.

The Committee considers that a high standard dfigyr@nd competence
is required of Officers and Management of the Depeant of Lands and
Physical Planning if the National Estate and thenemic welfare of the
State and its citizens are to be protected.

The Committee also concluded that land is the simgbst significant
issue in the social welfare and economic developneénPapua New
Guinea. Judicious and proper management of larttersawill mean a

healthy economy and a developing nation with imptbliving standards
for its citizens.

PART DIl. THE LAND BOARD

SECTION 55 ESTABLISHMENT OF THE LAND BOARD

(1) A Land Board is hereby established;

(2)

and

SECTION 57 FUNCTIONS OF THE LAND BOARD

(1) In addition to such other functions as are confedeon it by this
Act, the Land Board shall consider and make a reamendation
on any matter referred to it by the Minister or ltige Department.

(2) Except where the Minister is empowered by this ayather Act to
make a direct grant of a State Lease, the Land Bibashall
consider all applications for grant of lease whichave been
investigated and referred to it by the Departmentdaall other
matters are remitted to it by the Minister for itonsideration.

and

SECTION 58 MEETINGS OF THE LAND BOARD, REPORTS, EC

(1) At least seven days before a meeting of Land Boatle
Chairman shall publish in the National Gazette astiof:

(@) The applications and other matters to be consideraxad



(2)
3)

(4)

(5)
(6)
(7)

(8)
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(b) Lands to be dealt with
by the Board at the meeting.

The meeting of the Land Board shall be held notdeban 7 days
and no more than 42 days after the publication dfet List
referred to in Subsection (1), and the Board shdkal with the
applications and matters, hear any objections areport on the
applications or matters within 14 days to the Mites.

The Chairman shall cause meetings of the Land Bododbe held
as he thinks necessary.

Where the Land Board —

(a) takes evidence at a meeting from which members I t
public have been excluded,;

it shall report on it within 14 days to the Ministe
In respect of each application the Land Board shaicommend

(a) the applicant to whom, in the opinion of the Lando&rd,
the State Lease should be granted; and

The Chairman shall forward notice of the Land Boasd
recommendations, other than a recommendation to ehi
subsection (8) applies, to every person who, in bnion, is
interested in an application or matter dealt witly the Board.
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The Committee considers that an assessment of uhetidning and
efficiency of the Land Board would provide a goadlication as to the
corporate health of the Department of Lands andiealyPlanning.

The Committee considered the state of compliancghbyLand Board
with the procedural requirements of thand Act In many areas the
Board had failed to comply at all — thus rendeitsglecisions unlawful.

Further, the revenue of the State and the proteetna allocation of State
Land is largely decided by the Land Board. The @ittee considers that
a high degree of competence and honesty is negastiae Land Board is
to work efficiently and properly.

PART VIII - APPEALS AND REPORTS
SECTION 62 APPEALS

(1) A person aggrieved by a decision of the Land Boardy, not
later than 28 days after notices are forwarded umd®ection
58(10) forward a Notice of Appeal to the Minister.

The Committee proceeded upon the basis that normeemdation of the
Land Board could be actioned until the expiry oé tB8 days after the
forwarding of a Notice to all interested persohghére was no Appeal.

The Committee proceeded on the basis that strictptance with the
procedural matters attending meetings of the Laoar® was necessary in
the interests of the public and of the State.

It is these procedures which ensure transparenay anfair open
competitive tender process for the allocation @ft&tands and thereby
maximizes the return to the State

SECTION 64 ALIENATION OF GOVERNMENT LAND

(1) Government land shall not be alienated otherwisathunder this
Act or another law.

(2) Land which is the property of the State solely biytue of the
operation of Section 4(1) shall not be alienated atherwise dealt
with by the State under this Act unless the prowuiss of Section 5
have been complied with in respect of that land.
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23.18. The Committee finds that theand Act is the sole authority for the
alienation of State Land and the Department of kaadd Physical
Planning is, thereby, the entity which is respolesibr this vital function.

23.19. Moreover, the Department maintains the respongibifor ongoing
management of development, revenue collection,d_essie and all other
aspects of land management for and on behalf ofindependent State of
Papua New Guinea.

23.20. The Committee again proceeded upon the basis thaghastandard of
strict probity and competence was required of tepddtment of Lands
and Physical Planning and its Officers — not l@ashe areas of protection
of State Land, security and protection of documearsd records and
accountability for effecting revenue collectionatimely manner.

PART X — STATE LEASES
DIVISION 1 — STATE LEASES GENERALLY
SECTION 65 GRANT OF STATE LEASES

The Minister may grant State Leases of Governmerdnd as
provided by this Act.

SECTION 66 ..o

SECTION 67 STATE LEASES NOT TO BE INCONSISTENT WH
ZONING, PHYSICAL PLANNING ETC

A State Lease shall not be granted for a purposattvould be in
contravention of zoning requirements under the Pioa
Planning Act 1989, and any other law relating to kéical
Planning, or any law relating to the use, construmh or
occupation of buildings or land.

23.21. The Committee proceeded upon the basis that therbeent of Lands
and Physical Planning in the course of administetive National Estate
should maintain a comprehensive and complete krinel®f thePhysical
Planning Act 1989and zoning and planning decisions affecting aegei
of land, the subject of a lease or applicationdase.

23.22. The Committee considers that the Department of taaad Physical
Planning could not alienate any State Land in aay mconsistent with
zoning or planning laws, which themselves are #sponsibility of the
Department Lands and Physical Planning.
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23.23. Further, the Committee proceeded upon the basistltiegaPapua New
Guinea Land Board must retain a working knowleddealb relevant
zoning and planning decisions or restrictions apglyto any particular
parcel of land the subject of a State Lease oriegifmn for State Lease.

SECTION 68 ADVERTISEMENTS OF LANDS AVAILABLE FOR
LEASING

(1) Except where land has been exempted from adventiset under
Section 69, the Departmental Head shall give notine
advertisement in the National Gazette, of all landsailable for
leasing under this Act.

(2() An advertisement under Sub-section 1 shalhtain the following

information:

(a) the type of lease available to be granted;

(b) the purpose of the lease,;

(c) the length of the lease

(d) a description of the land to be leased;

(e) the amount of rent (if any) payable for the firstepiod of
the lease;

(f) in the case of a special purpose lease — any rogalthat
are payable;

(g) the terms and conditions of the lease;

(h) the reserve price;

(i

such other information as the Departmental Head rikis
fit or the Minister directs

SECTION 69 DUTY TO ADVERTISE STATE LEASES

(1) A State Lease shall not be granted without fitseing advertised
in accordance with Section 68 unless the land hasb exempted
from advertisement under Sub-section (2).

(2) The Minister may exempt land from advertisemdéor application
or tender —
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Where the lease is granted to a Governmental boaly&
public purpose or;

Where it is necessary to relocate persons displaasda
result of a disaster as defined in the Disaster Ma@ment
Act (Chapter 403); or

Where a lessee applies for a further lease; or

Where the State has agreed to provide land for the
establishment or expansion of a business, projemt,
other undertakings; or

Where the land applied for adjoins land owned byeth
applicant and is required to bring the holding up &
more workable unit ...

Where the applicant has funded the acquisition of
land from customary landowners in order to acquise
State Lease over it; or

Where a lease is to be granted under Section 99 or
102; or

Where a new lease is granted under Section 110, 130
or Section 131.

23.24. The Committee finds that these two Sections oflthed Act impose a
duty on the Department of Lands and Physical Prap@ind the Papua
New Guinea Land Board, when considering applicationtenders for the
grant of State Leases over any land the subjettteoSections, to ensure
strict compliance with the terms of the Sections.

23.25. The Committee finds that these Section import parency, confidence
and commercial competitiveness into the processallufcating State
Leases. Any deviation from the terms of these i@estwill inevitably
result in a less than competitive tender to thet absthe State and a
consequent reduction in revenue flow to the Statm fthe Department of
Lands and Physical Planning.
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The Committee was concerned to establish the mrenismber of
Ministerial exemptions given in respect of land e@rhiotherwise would
have been the subject of an open competitive temefere the Papua New
Guinea Land Board.

The power to grant Ministerial exemption is bounithvstrict conditions.

The Committee noted at the outset of the Inquirgt the power to exempt
had been delegated to certain Departmental offiaacs the Committee
determined to investigate the use of that delegabeder and its effect (if
any) on the protection of the National Estate dreddonsequent flow of
revenue to the State from land dealings.

SECTION 70 HOW APPLICATIONS FOR STATE LEASES AREO
BE MADE

An application for a State Lease shall —

(@) be made in the approved form; and

(b) be accompanied by the prescribed fee for the regigin of the

application

SECTION 73 DEALING WITH TENDERS

(1) Where the land is required to be offered for leabg tender, a
Tender Notice shall

a. contain the particulars specified in Section 68; dn

b. specify the reserve price for the land

(2) A tender for an amount less than the reseryaite specified under
Sub-section (1) (b) is invalid and shall not be ®dered.

() e,

(4) The successful tenderer shall pay to the State #mount of his
tender;

(5) The successful tenderer is entitled to a State $eaf the land the
subject of the tender in accordance with the tenadetice.
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SECTION 74 PUBLICATIONS OF NAMES OF SUCCESSFUL
APPLICANTS, ETC, IN THE NATIONAL GAZETTE

The Departmental Head shall publish in the Nation&lazette-

(a) the name of the successful applicant for each Statease, together
with particulars of the land to be leased to himna

(b) in respect of that State Lease and those lands —

i. the name of applicant considered the second chostecessful
applicant; and

i.  the name of the applicant considered the thiothoice successful
applicant, to whom a Letter of Grant may be forwad in
accordance with Section 75 and 79.

23.28. The Land Act exclusively prescribes the method by which theuBagew
Guinea Land Board and thereby the Department ofifaand Physical
Planning_mustdeal with the advertisement of lands availableléasing
and applications and tenders made for those lands.

23.29. The Committee accepted that in all but the mostsualicases, open
commercially competitive tenders are prescribedtliergrant of all State
Land by theLand Act That open, competitive transparent process
ensures that the State will maximize the finanaedurn from any
particular land grant and that the tenderer mogalole of developing the
land will be chosen.

23.30. The statutory duties of the Papua New Guinea Lawodr® and the
Department of Lands and Physical Planning are cl&&e process is not
complex or difficult for either the Department aoppective applicants or
tenderers, to comply with.

23.31. In respect of all the statutory requirements trarsofutlined in this Report,
the Committee has repeatedly found a failure to pdgnwith even the
most basic statutory requirements — most notablghim alienation of
Reserved Land, Public Space land and National Piatksprivate hands.

23.32. The Committee will report a Finding of incompetenogsmanagement,
fraud, dereliction of duty and blatant misrepreagah by both the
Department of Lands and Physical Planning and #wedlBoard during
the period 1999 — 2006.
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SECTION 81 COMMENCEMENT OF STATE LEASES

The term of a State Lease and the time within whighprovement
conditions are to be fulfilled and rent and feesigashall be calculated
from

(@) the date of publication of the relevant Notice und8ection 74;
or

(b)  Such later date as the Minister, after consideriagReport of the
Land Board, determines.

This is an important Section. The calculation aontection of revenue
and the supervision of compliance with Improvem€ntenants can be
calculated exactly — to the benefit of the State.

The Committee examined several transactions anddfdlbat the actual
issued State Lease document exhibited an incocmuomencement date
and other and further incorrect information.

SECTION 83 RENT
The rent on a State Lease is as is prescribed.

Land Rental is a fundamental revenue flow to theteStor the grant of
land by way of State Lease.

Every Lessee must pay rental to the State on anahiasis. The method
of calculation is simple.

It is the duty of the Department of Lands and PtaisiPlanning to
correctly calculate and collect this Land Rent.

The Committee resolved to examine several Statsdseand grants of
land to private hands with a view to establishingether rental was
properly fixed by the Department of Lands and RtsisPlanning and
whether the rent has actually been collected.

SECTION 104 THE URBAN DEVELOPMENT LEASES TO BE
GRANTED OVER LAND IN PHYSICAL PLANNING AREAS
SUITABLE FOR SUB-DIVISION.

(1) Subject to Section 69, where there is Governmendlavithin a
Physical Planning area that is suitable for sub-@ion in
accordance with this Division, the land shall, ihe first instance,
be offered for lease by tender.
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(2) A tender document shall contain the following:

(@) the particulars specified in Section 68;

(d) the reserve price for the land.

SECTION 105 - CONDITIONS PRECEDENT TO LAND BEING

ADVERTISED FOR SUB-DIVISION

Before land is offered for lease under this divisiothe Chief Physical
Planner or his delegate shall-

@)

(b)

(©

certify —
(i) that the land is —
(A) within a Physical Planning area; and
(B) properly zoned; and
(C) suitable for subdivision; and
(D) suitable for release; and
(i) after consultation with the relevant authaies, that the State
will not incur undue expense in the provision of edtricity,
water and other services to the proposed subdivisand
provide —
(i) a plan showing the location of the land;
(i) an assessment of the subdivision potential of thed; and
specify —
(i) the development conditions that will apply to theake; and
(ii) the conditions that will apply in respect of thefrastructure and

zoning when part or the whole of the land subjeotthe lease is
subsequently surrounded/
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SECTION 108 TERMS AND CONDITIONS OF URBAN
DEVELOPMENT LEASES

An Urban Development Lease —
(@) shall -
(i) be for a term not exceeding five years; and
(i) contain —

(A) A covenant that within one year ... the lessee wilbsit for
the approval of the Physical Planning Board an apgtion
for full planning permission for subdivision and zong, and
a final proposal for subdivision, together with seey plans;
and

(B) A covenant that a lessee will conform with a detenation of
the Physical Planning Board under Section 108(3);

(C) A covenant that after the Physical Planning Boarda given
its approval under Clause (a) (i )(A), the lessedl submit a
cadastral survey plan on the subdivision to the Seyor
General ...; and

(D)  Such other covenants and conditions including rastions
on disposal prescribed by Section70, as the Landatf8lo
thinks proper or as are prescribed; and

(b) may contain a requirement for the surrender ... ofeas of land the
subject of the lease that are not and will not, werdhe final proposal
for subdivision, be required for business or resie purposes; and

(c) may contain covenants that are to be inserted ire thew leases
granted on the surrender of developed parts of subdivision.

23.39. These Sections have been quoted at length bechegeate mandatory
requirements for the issue of an Urban Developnmiesdse. These
Sections were examined by the Committee when censgl at least one
grant of a National Park to private hands by way af Urban
Development Lease.

23.40. An Urban Development Lease is a pre-cursor to ailicgtion for a 99
year State Lease, to enable development to od¢arUrban Development
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Lease can be issued which conflicts with any Playdtan or Zoning of
that land.

An Urban Development Lease contains onerous covgnand is
generally only given for large scale developmentintestors with very
significant capacity to carry out their obligations

The Committee accepts that in administering the nGraof Urban
Development Leases, a high degree of probity, coemge and measured
judgment as to the future needs of the citizenBagfua New Guinea and
planned economic development, is required from bwehDepartment and
the Grantee

During its inquiry, the Committee considered a Niaél Park which had
been granted to private hands by way of Urban [gveént Lease. The
Committee has concluded that every aspect of theceps was
incompetent and/or unlawful.

The State and the public of Papua New Guinea hastealn immensely

valuable tract of land to a Lessee which cannatrdfto pay the Land

Rent — much less invest K 300 million to develop gnd as required.

The necessary good faith and honest and transpdeating required in

such transactions is lacking in this and other lsindealings considered

by the Committee.

More importantly, the Department of Lands and PtgisPlanning has

done nothing to rectify the situation — althoughhés known of that

situation for many years — nor does it intend tesdo

PART XV FORFEITURE OF STATE LEASE AND FINES
DIVISION 1 — FORFEITURE OF STATE LEASE

SECTION 122 FORFEITURE OF STATE LEASE

(1) The Minister may, by Notice in the Nationala@ette, forfeit a State
Lease —

(@) if rent on the lease remains due and unpaat fa period of six
months; or

(b) if fees are not paid in accordance with thAgt; or

(c) if the amount payable in respect of improvemés not paid in
accordance with this Act; or
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(d) if—
() acovenant or condition of the lease; or

(i)  a provision of this Act relating to theehse; or

() el

is not complied with; or

(e) if the granting of the Lease has been obtain&dthe opinion
of the Minister, wholly or partly as a result of &tements that
were, to the knowledge of the lessee, false or @aiding
(Committees’ emphasis)

(2) Before forfeiting a State Lease under Sub-seat(1), the Minister

(a) shall serve Notice on lessee calling on himstoow cause, within
a period specified in the Notice why the lease sldonot be
forfeited on the ground or grounds specified in tiNotice; and

(b) may, whether or not cause has been shown incadance with a
Notice under Paragraph (a), serve on the lessee atide
requiring him within a period specified in the Nate, to comply
with the covenants or conditions on the lease oe grovisions of
this Act.

(5) No acceptance of rent by the State waives atrigp forfeit a lease
under this Act.

(6) For the purposes of this Section the grant of application for a
State Lease shall be deemed to be the grant ofdhse.

23.47. The Committee resolved to examine the enforcemérhe forfeiture
provisions for want of both payment of Land Renthe State and failure
to comply with Covenants within a lease — notaldpd Rental and
Improvement Covenants.

23.48. The Committee considers that the Statutory Schemiffeiture of leases
is designed to protect the State from loss of rageand to encourage
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development and thereby economic advancement fouePhlew Guinea
and its people.

The Committee considered that these forfeiture ipions would provide
a ready measure of the competence and effectivendéise Department of
Lands and Physical Planning in fulfilling its sttty obligations.

The Committee examined several land parcels knovine tsignificantly in

rental arrears to the State and on which no devatop has occurred in
accordance with an Improvement Covenant in the d.easften for years.
In other words, State Leases which should be fiedddy and to the State.

Consistently, the Committee found that the Depantnwdf Lands and
Physical Planning had failed to effect or even camce forfeiture (or
cancellation where appropriate) proceedings. Hugears of Land Rental
have accrued over the last five years with no apgaattempt to reclaim
land to the State or to collect that Rent.

PART XVI - LICENSES
DIVISION 1 - LICENSES GENERALLY
SECTION 125 GRANT OF LICENSE
(1) Subject to Subsection (2) the Minister or ldelegate may grant a
licence in the approved form to a person to enter Government
land for one or more of the following purposes:-

(a) to graze stock or a specified kind of stock; or

(b) to strip, dig and take away any valuable materiak o
substance; or

(c) forfisherman’s residences and drying ground; or
(d) for any other temporary purpose approved by the Mter.

(2) A licence shall not be granted for a purpose thabuld be in
contravention of zoning requirements under the Piga Planning

Act 1989, any other law relating to Physical Plamg or any law
relating to use, construction, or occupation of Bbdings or land.

() oo,

4) A licence under this Section continues in foréer a period, not
exceeding one year, specified in the licence;
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The Committee proceeded upon the basis that nente can be granted
over land which is Customarily owned.

The Committee was in receipt of information conaggnthe issue of
licences over Customary land.

The Committee resolved to inquire into two of thésasactions with a
view to establishing whether the land was, trulyst®omarily owned or, if

it was a Government land, whether the Licences leeh issued as a
result of a competitive and openly transparent gdace, to the benefit of
the State.

Further, in the course of the Inquiry the Comesttonsidered whether
the Department of Lands and Physical Planning heehgadequate and
proper protection to Customary land — which the @Guitee considers to
be part of the assets of the weal.

LAND REGISTRATION ACT - PART Il DIVISION 5 AND PART IV

Those portions of the Act deal with the effect efjistration. The Law of
Indefeasibility of Title was considered by the Coittee in the course of
the Inquiry and this topic is more fully develope&ee Para 18.

ORGANIC LAW ON THE DUTIES AND RESPONSIBILITIES OF
LEADERSHIP

The Public Accounts Committee has had regard to@nganic Law in the
course of the inquiry into the Department of Lagd®hysical Planning.
Certain Referrals and resolutions were considerigitirthe terms of this
Organic law and are more fully developed (infra).

AUDIT ACT

The Audit Act establishes and empowers the office of the Audieneral

to carry out its work of overseeing and supervigimg handling of public
monies, stores and property by all arms of thedwali Government. The
Public Accounts Committee had regard to the terfrikie Act during the

course of the Inquiry into the Department of LaBdB8hysical Planning

The Committee received considerable assistance fhenOffice of the
Auditor General in the course of this Inquiry.
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PERMANENT PARLIAMENTARY COMMITTEES AT 1994.

The Committee has had regard to Sections 17, 22527, and 33 of the
Permanent Parliamentary Committees Acduring the course of the
Inquiry into the Department of Lands & Physicalritieng.

PARLIAMENTARY POWERS AND PRIVILEGES ACT 1964

The Parliamentary Powers and Privileges Act 19&ets forth those
privileges and powers extending to Members of Bamint, Committees
of Parliament and Officers or Parliamentary Staff.

In the course of this Inquiry, the Committee hadise to examine and
apply Sections 19 and 20 (1) (d) of that Act.

The Secretary of the Department of Lands angikal Planning failed
to comply with a Summons requiring the productidndocuments and
certain resolutions and referrals were made inrdspect. This matter is
developed more fully in this Report (infra).

INDEFEASIBILITY

24.1.

24.2.

24.3.

24.4,

As a result of sworn evidence received from ther&acy for the
Department of Lands and Physical Planning, the Citt@enwas required
to consider the law of Indefeasibility as it appli® land in Papua New
Guinea which has been granted by way of State Legiser unlawfully,
fraudulently or by reason of misrepresentation @ipmactice within the
Department of Lands and Physical Planning — oméisee.

The Secretary of the Department of Lands and Paly§ilanning, by his
own sworn admission, failed to take any action Iataareclaim to the

State land which had been freely given to privateds in a manner which
was unlawful. This failure has extended for threarsg.

The Secretary justified this inaction on the bals&t the issued title was
indefeasible as soon as the State Lease was regisihe Secretary also
proffered other excuses which will be dealt withithis Report (infra), but
he was clearly of the view that once registratiba &tate Lease occurred,
the State lost all power over both the land and_gssee by reason of the
Law of Indefeasibility.

The relevant evidence was:

Mr Pepi Kimas:
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“The process of rectification is not as easy asiay sound”
and,

“What | have maintained is that as and when a titie registered by hook
or by crook that title remains indefeasible untilnd unless it is
challenged”

and

“I can cancel the title upon issuance.......... but as amdhen the title is
given it is indefeasible...... and that is the power thaeither | nor the
Minister has to cancel those titles”.

Evidence to the Committee on the 29 November 2005.

24.5. This assertion was also partly relied on by ther&acy for his failure to
forfeit land for non-payment of Land Rental and beoeach of covenants
in a State Lease.

24.6. The Secretary has, in fact, relied on this conoluso excuse his inaction
to protect the position of the State for the laseé years and in respect of
transactions which occurred before his appointmentSecretary, but
which were his responsibility to rectify.

24.7. The following is a succinct statement of the lawrafefeasibility of Title
in such circumstances. The Committee proceeded tipobasis that this
summation is an accurate statement of the curagnt klbeit that the area
is a developing one.

24.8. The Committee had regard to the way in which thesstan of
Indefeasibility of fraudulently or unlawfully issdeState Leases has been
dealt with by the National Court and the SupremerrCm the last ten
years.

24.9. This matter has come before the Courts with inengafrequency and
almost always involving allegations of incompetentillegal actions by
officers of the Department of Lands and PhysicahRing.

24.10. It is clear that the English or Australian casestlos topic, dealt almost
exclusively with malpractice by a party to a trastem, rather than by
State public servants. The need for the Courttwsider Indefeasibility
of Title as a result of Departmental or State miskwt seems to be a
matter peculiar to Papua New Guinea — and say®a gleal about the
management of the Department of Lands and PhyBieaning over the
last decade.
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The Committee concludes that, in the last ten ydmth the National and

Supreme Courts have been increasingly requiredotsider instances
where Departmental Officers have fraudulently odiawfully issued State

Leases over State Land — and in particular, oveeRed or Open Space
land.

Clearly, the earlier cases suchMadge v Secretary for Lands (1985)
PNGLR 387, applied the full rigor of the Torrens system pijahe of
Indefeasibility.

However, over the succeeding 20 years, the Couese vincreasingly
asked to deal with instances where fraud, consieicr actual, or illegal
practices by the Department of Lands and Physi¢ahrithg and its
officers, resulted in the issue of State Leases.

One principal difference between jurisdictions ise tfact that the
Australian cases deal with freehold title — whene bpportunities for
malpractice by state officers is small. The malpcacalleged is almost
exclusively that of one party to a transaction eatthan the State or its
employees or agents.

In Papua New Guinea, the central administratiorStafte Leases over
State land offers greater opportunity for abusehgyDepartment, acting
as it does on behalf of the State, with completegrao either issue or
forfeit the Lease.

The National and Supreme Courts have struck dowandirlently or
unlawfully issued State Leases where such condagbhcurred. In other
words, a registered Lease obtained or issued iachref the Statutory
requirements, does not confer indefeasible title.

In this sense, the Courts have increasingly becttragguardians of last
resort of the National Estate against the inconmpesad/or unlawful
conduct of its own Department.

The Committee considers that this was preciselyt viina former Chief
Justice Sir Arnold Amet meant when he said:

“I' do not believe that the ..(Torrens)....system is necessarily
appropriate in circumstances such as this, where amlividual land
holder is deprived of his title to land by irreqad procedures by officials
and a department of State, to the advantage of igte individual.

I do not accept that quite clear irregularities andreaches of the....
(Land Act).... provisions should remain indefeasible.
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| believe that, although those irregularities andlegalities might not
amount strictly to fraud, they should, neverthelessill be good grounds
for invalidating subsequent registration, which shig not be allowed to
stand.

I have concluded that the doctrine of indefeasibfliunder the Torrens
system of land registration is one that does notessarily apply, nor is
it necessarily appropriate in circumstances such d#sis that will
continue to be experienced by ordinary Papua Newiri@ans against
the might of the State and private corporations.

Emas Estate Development Pty. Ltdv. John Mea (1993) PNGLR 215

The effect of this and other Judgements is to gepitie Department of
Lands and Physical Planning of the ability to hadeexcuse its conduct
and failures to act, behind the cloak of indefeiéigib

Accordingly, the Committee does not accept the sasufor inaction

given by Mr. Pepi Kimas — in particular the ludiagsoassertion that any
attempt by him to cancel or forfeit unlawful or ngutly issued State
Leases would undermine confidence in the integafy the Land

Registration in Papua New Guinea.

The Committee made findings and recommendationisisnregard in this
Report (infra).

FISCAL RESPONSIBILITIES OF THE GOVERNMENT

25.1.

25.2.

The Government of Papua New Guinea is obligedlemaately fund and
resource the Department of Lands and Physical ilgnnThe Public
Accounts Committee made no inquiry into the adeguachat funding,
but notes sworn testimony of the Secretary for Department of Lands
and Physical Planning to the effect that staffimgd in particular,
competent staffing was a continuing problem in &fforts to collect
unpaid Land Rental and effect cancellation or ftufe of fraudulently
issued Titles.

The Committee does not wholly accept these exctmeBepartmental
failures, but will make certain recommendations nespect of an
assessment of the adequacy of funding and resguogithe Department
of Lands and Physical Planning.

RESPONSIBILITES OF THE AUDITOR GENERAL
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The Auditor General is a Constitutional Office Het and the duties and
responsibilities of that Office are contained ie Audit Act 1989.

The standard of the Reports of the Auditor Genietalthe Department of
Lands and Physical Planning were, on the whole petemt and adequate.

However, the Committee finds that the Reports &f Auditor General
into the Department of Lands and Physical Planmege not up to date
and have not been tabled or presented to the Parhia for many years.

The Committee fully understands the severe staffmgstraints attending
the Office of the Auditor General but will make oaemendations in
respect of the funding and resourcing of that @ffiy the Government of
Papua New Guinea, to enable it to carry out itdusisy duty in a

competent and timely manner.

THE DEPARTMENT OF LANDS AND PHYSICAL PLANNING

27.1.

The Department of Lands and Physical Planning Hees following
responsibilities:

1. Promote the best use of all land in Papua New Guiméhe interests
of all citizens and the economic advancement otthatry.

2. The acquisition, transfer, resumption and disposé&ind.

w

To provide appropriate survey and mapping services.

4. To provide necessary services in relation to catouh of land.

5. To formulate policies and proposals for planninigaur resettlement.
6. To maintain Lands Titles Registration.

7. To formulate and oversee the implementation of guedi in the
following areas:

i.  Land use planning and subdivision urban cost regoaad

i.  Physical infrastructure needs for urban and rurgbubation
urbanization;

8. To supervise and prepare physical plans and exengianning
control; and
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9. To administer the provisions of the Physical PlagnLegislation;
and

10. To provide services to the Land Board, Valuers Regfion Board,
Physical Planning Board and standing or ad hoc dtiews relating
to the functions of the Department.

11. To expeditiously collect Land Rent.

12. To enforce Lease covenants.

13. To make available land for development on commébycraalistic
terms.

27.2. The Committee accepts that the Department of Laad Physical
Planning manages and is responsible for the opesatf at least:

1. The Papua New Guinea Land Board; and
2. The Papua New Guinea Valuers Registration Boamd; an
3. The National Physical Planning Board
27.3. The Department of Lands and Physical Planning sparsible for
administration in whole or in part of a number mipiortant statutes. These
are, at least the:
1. Land Act 1996.
2. Land Groups Incorporation Act (Ch. 147);
3. Land (Ownership of Freeholds) Acand
4.  Land Registration Act (Ch.191)and
5.  Local Government Act — S. 91 (Ch. 58nd
6.  Physical Planning Act 1989and
7.  Street Closing Act (Ch. 201gnd
8.  Survey Act — except S. 11 (Ch.9%nhd

9.  Town Boundaries Act (Ch 8)and

10. Valuation Act — except S. 113 (Ch. 37
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27.4. The Department of Lands and Physical Planning inats enjoyed a
reputation for transparency or efficiency over I ten years.

27.5. The State has suffered huge losses due to theatleston of Land Rents
and the Department has not maintained contact @athmercial reality
and market place imperatives in its dealings withdllocation of land.

27.6. The Inquiry by the Public Accounts Committee se&ksexamine the
handling of, accounting for and protection of Stpteperty, assets and
public monies by the Department of Lands and Phay$ttanning.

28. PART ONE - EXAMINATION OF THE REPORTS OF THE AUDITO R
GENERAL OF THE DEPARTMENT OF LANDS & PHYSICAL PLANN ING
FOR THE YEARS 2000 — 2004

28.1. The Public Accounts Committee considered reportsthed Auditor
General on the Department of Lands and Physiealnhg for the years
2000 — 2004.

28.2. The Committee must report serious concerns at sparts of those
Reports - in particular the performance of the &&pent in revenue
collection for the State

29. REVENUE AND DEBT COLLECTION BY THE DEPARTMENT OF
LANDS & PHYSICAL PLANNING.

29.1. The Department of Lands and Physical Planning $gaesible for the
assessment, levying and collection of Tender priceserve prices and
Land Rentals for all State Leases in Papua Newé&auin

29.2. This revenue is a significant portion of the Naibaconomy.

29.3. During the period 2000 — 2004, the following revernwas collected by
the Department.

~2000.

Land Rental K. 16, 093,407
Licence Fees and Royalty payments K. 20,650
Sale of Allotments K. 12,680

Survey fees K. 21,861
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Surveyors Registration Fees K. 4,075
Valuation Fees K. 254,843
Valuers Registration Fees K. 13,000
Objection Fees K. nil
Sales of Maps etc. K. 255
Surplus earnings and rentals K. nil
Lodgement Fees K. 38,805
Recovery from materials etc. K. 87,762
Physical Planning Fees K. 9,122
Sundry receipts K. 1,303, 343

However, the Auditor General noted a shortfall e ttotal collection
estimated for the year against the annual revendgedi of K21,144,500
by K2,124,197.

The Report of the Auditor General dated"1Blay 2001 identified a
number of weaknesses and failures within the Depart of Lands and
Physical Planning.

They were:

An unexplained shortfall in respect of various eafirevenue;

3,468 lessee rental payees outstanding to a vdll&,853,342 did
not have the correct address for billing purposes;

Potential revenue to the State was lost as a resutO6 rental
records with outstanding rents amounting to K92 &@7e without a
client. This indicates that land which was supplose have been
leased out to clients was not leased and remainedcupied or
under dispute.

The Auditor General noted consistent failures idatmg the list of
the land rentals and significant uncollected acdated Land
Rentals totaling K54,912,718.49. This Committethier examines
unpaid land rental (infra).
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. Valuation fees were outstanding for the year endihg 3f
December 2000 for properties charged on debit niotes sum of
K138,831. K91,303 of this amount was outstandimges 1986.
The Department had failed to make any follow upraluations.

. The Auditor General finds “negligence of duty aratK of co-
operation between line divisions concerned” whigsulted in
records maintained by the Revenue Division beingliable and the
State missing out on substantial amounts of revenue

. Outstanding cheques in a sum of K 905,508.81 — 84&9.18 of
which were current to the year 2000 with no evidete suggest
follow up action — especially for the years 1998 4899.

. Significant problems in respect of budgetary cdstemd payment of
accounts were identified.

. The Land Acquisition Trust Account maintained twetssof cash
books — manual and computerized cash books - wdidhnot
reconcile. Cancelled cheques to a value of K3 ,vere not
entered in the manual cash book.

. There were omissions in the Asset Register, noeedd of a
physical stocktake during the year 2000 and theidREgwas not
maintained properly, was incomplete and therefavaldt not be
relied upon.

The Office of the Auditor General summarized itsdfngs for the year
2001. The Office of the Auditor General identified

. Deficiencies in revenue collections;
. Weaknesses in the collection of Land Lease Rentals;

. Shortcomings in the preparation of Drawing AccouBank
Reconciliation;

. Weaknesses and irregularities in budgetary coptadedures;
. Non-compliance with procurement and payment prosju
. Shortcomings in the purchase of motor vehicles;

. Weaknesses in acquittal of advances;



29.8.

29.9.

29.10.

2002

51

. Irregularity in the payment of motor vehicle allaveas;
. Weaknesses in operation of trust accounts;

. Weaknesses in maintenance of lost records; and

. Weaknesses in internal controls.

The Auditor General also noted outstanding matfiens previous audit
reports as follows:

. From 1999, there remained a non-compliance to peocent and
payment procedures;

. Inadequate control over payment and acquittal eaades;
. Lapses in commitment control,

. Weaknesses in Drawing Account Reconciliation; and

. Lack of maintenance of the Trust Accounts.

Revenue for the year 2001 was recorded as:

Land Lease Rentals K 16,315,072
Licence Fees and Royalty payments K 25, 845
Sale of Allotments K 621,075
Survey fees K 23,362
Lodgement Fees K 26,291
Recovery from Material & Services K 33,56
Physical Planning Regulations K 8,604
TOTAL K 17,053, 805

The Budget of Revenue Statement from the Departoefinance total
K23,015,000. The Auditor General finds a shortflk5,961,195.



52

29.11. In 2002 the Auditor General reported the followfimglings:

Deficiency in revenue collections;
Deficiencies and weaknesses in the collectionrd laase rentals;

Shortcomings in the preparation of Drawing AccouBank
Reconciliation;

Weaknesses and irregularities in budgetary andrelpge control
procedures;

Non-compliance with procurement and payment proesju
Irregularities in payment of professional and cdiasicy fees;
Weaknesses in control over Assets;

Weaknesses in control of motor vehicle fleet;
Irregularities highlighted in Internal Audit Reppand

Shortcomings in compliance to Public Accounts Cottesi
Directives.

29.12. The following matters are outstanding from 2001 ikud

29.13.

29.14.

Non-compliance with procurement and payment prosju
Deficiencies in collection of Land Lease Rentaly] a

Weaknesses in Drawing Account Reconciliation.

More concerning to the Committee were the Intedadlit findings that
no action had been taken by the Department forvezgoof a fraudulent
payment of K18,599.00 to a stationery company aagin@nt of an
entertainment allowance and no action had beemtakeespect of an
incomplete Asset Register in accordance with bdté internal and
external audit findings and recommendations.

Further, the Committee finds that its own direesivhad not been
complied with by the Secretary for the Departm&ritands and Physical
Planning in that:
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* An amount of K 465,507 for Land Lease Rental paysdrom a
private company held in Maladinas Lawyers Trust d\oct was not
remitted to the Department and remained to be ereov

* A payment of K 18,559 to a private stationary sigrphad not been
recovered. The Auditor General further identif@dadvance payment
of K504, 300 to a private surveying firm to carnytsurveying and
town planning work at 8 and 9 Mile in the Natioapital District.

* The follow up audit for the years 2001 — 2002 rés@ano evidence
available to vouch for the services paid for andu@afor money

received by the Department.

29.15. The budgeted revenue collection was K25,010,000e dctual collection
was K17,551,000 — yielding a shortfall of K7,45900This represented

29.16.

29.82% as opposed to 22.02% in 2001.

The 2003 revenue figures are:
Lease Rentals

Licence Fees and Royalties
Sale of Allotments

Survey Fees

Surveyor’s registration Fees
Valuation Fees

Valuers Registration
Objection Fees

Sale of Maps

Surplus earnings on rentals
Lodgement Fees

Recovery from materials and Services
Physical Planning Fees

Sundry receipts

K 16,914,840
K 21,612
K 64,130
K 18,834
K 3,660
K 13,782
K 680
K Nil
K Nil
K Nil
K 39,635
K. 212,87
K 1,035
K 1,034, 408
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TOTAL K 18,325,290

The net shortfall in revenue collection for 200&atied K4,919,423.

There was a further problem with revenue. The fadiGeneral

compared the total revenue collected as shown &p#partment ledgers
against the Department of Finance — Public AccountStatement “J”.

This revealed a net difference of K650,787.00. sTrheant that the total
revenue of the Department was understated by K83®MD in the

Departmental ledgers. The Auditor General condubat:

“Prudent management practices called for reconcilingf records
between two different entities, bodies etc, for poses of ensuring
correctness of balances reported and to avoid degdion of payments,
receipts etc.,

The Department should ensure that its accountingoeds and data are
accurate and reconciliation is one of the managemenols to ensure
correctness and completeness.”

RENTALS

The Committee finds that the Department of Lands Rysical Planning
has, for many years, failed to collect or enforhe payment of Land
Rental to any acceptable standard.

The Committee finds that, as a result of that failuhe Department and
the Head of Department are in breach of the remergs of thePublic
Finances (Management) Actand will make certain referrals in this
respect later in this Report.

The Committee finds that during the period 200@852 huge amounts of
Land Rentals have not been collected by the Degatimto the
considerable detriment of the State.
From the Departments own documents and records, Cihamittee
concludes that the following aggregated or accutadlamounts of Land
Rental remain outstanding:

2000 K. 54,912,718 .49

2001 K. 57,692,508 .37

2002 K. 63,765, 757 .39
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2003 K. 65,835, 960 . 58
2004 K. 73,505, 636 .99
2005 K. 77,445 ,204.11

By any measure this is a significant loss to thaestt is unacceptable.

The Committee notes that this total does include Land Rental owed by
Statutory Corporations which was waived by the NEC.

The Auditor General calculates even more Land Réothe outstanding
but no ageing of these debts is possible due to oord keeping by the
Department.

The Committee sought an explanation for this failtor collect and / or to
forfeit, from the Secretary of the Department, Mepi Kimas.

The Secretary blamed the lack of resources, lackunéling, lack of
records, lack of staff and lack of cooperation lme tOffices of the
Solicitor General and the Attorney General and owen staff. The
Committee does not accept these excuses.

To some extent, the Department has manpower prabldmt the
Statutory mechanism to forfeit Leases for non payme simple and a
readily available coercive device, which has noerbeised by the
Department, adequately or at all — to the consilerdetriment of the
State.

The Committee considers that the failure by thedb@pent of Lands and
Physical Planning to collect Land Rental in a tiyn@lanner — or at all — is
a failure of Management over many years and a hregpast and present
Departmental Secretaries of their responsibilitiésder the Public
Finances (Management) Actin respect of which this Committee will
make referrals for investigation and prosecution.

Further, the Committee will recommend that Govemimike urgent
action to address this failure.

OBLIGATIONS OF THE DEPARTMENT OF LANDS & PHYSICAL
PLANNING TOWARD THE PUBLIC ACCOUNTS COMMITTEE

31.1.

The Departmental Head and Secretary of the DepattwfeLands and
Physical Planning is charged, by Section 5 of Bublic Finances
(Management) Act with the responsibility to ensure that information
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required by the Public Accounts Committee is suteditto that
Committee accurately and promptly — (Section jj1)

The responsibility of that Departmental Head is detogated from or
reduced by reason of any delegation of functionshby to another
person.

The Committee concludes that the Secretary and repatal Head of
the Department of Lands and Physical Planning, Ré&pi Kimas, is the
Officer responsible for attending, liaising and cmsrdinating the
attendance and co-operation of his Department tith Inquiry by the
Public Accounts Committee.

At this point, the Committee states that the obiayes imposed on a
Departmental Head are onerous. He takes, in sassesgc personal
responsibility for the failures of either himself dis Officers and a
Departmental Head may be responsible for a vergelaand varied
Department. For instance, the Department of Laband Industrial
Relations administers no less than 18 Acts of &adint with all the
attendant staff, accounting complexities and limlesommand and control
upon which the Head of Department must be entitba@ly, but for which
he is also responsible.

It is the Committee’s opinion that the duties of thepartment of Lands
and Physical Planning are clearly set forth inlthed Act and other Acts
which it administers. Senior Officers of that Depgent are long-serving
and could be expected to know their duties andetplaced to train their
staff to ensure that those obligations are effityeand effectively carried
out.

Moreover, the Secretary of the Department of Lamasl Physical
Planning gave sworn evidence to the effect thatuhderstood the
statutory obligations imposed on him by theublic Finances
(Management) Act which include cooperation and compliance with the
Public Accounts Committee.

In his role of responsible Head of Department, 8exretary for the
Department of Lands and Physical Planning has tiveepto obtain full

and free access at all times to all accounts andrde of accountable
officers that relate directly or indirectly to theollection, receipt,

expenditure or issue of public money and the receistody, disposal,
issue of stores or other property of the State.

Furthermore, he is empowered to inspect and ingotceand call for all
information arising from those accounts and recatdmy time.
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On the ' day of September 2005, the Public Accounts Coremissued
and served on the Secretary for Lands and PhyBieaining, a Notice
pursuant to Section 23 (1) (b) of theermanent Parliamentary
Committees Act 1994

That Notice required the production of a large namif documents, files
and records relevant to the Inquiry. A copy of tiNatice appears in
Schedule 3 to this Report.

The Committee reports that the Secretary of theaRegent of Lands and
Physical Planning failed to produce to the Publiccdunts Committee
when directed to do so, a significant number ofudeents, records and
files.

In this regard the Secretary breached his statutoty and was referred to
the Office of the Public Prosecutor for investigati pursuant to Section
23 (3) (b) (iii) of thePermanent Parliamentary Committees Act 1994.

On the 24 November 2005, the Public Accounts Committee issarmed
served a Summons to Produce Documents on the &scref the
Department of Lands and Physical Planning, purstm8ection 89 of the
Public Finances (Management) Act.

That Summons required the production of all missioguments, files and
records. A copy of that Summons appears in Sch&itdehis Report.

The Secretary produced some of those materialsalbyiroduction was
inadequate and, in many instances, non-existerd.Sdcretary proffered
no acceptable explanation for this failure.

It is notable that no documentary material at akvproduced which was
relevant to any land transaction which was unlawdalrupt or otherwise
tainted by Departmental misconduct.

It is also notable that no records at all were poed in respect of any
Land Board which was either incompetently conveamedid not sit at all

— despite the fact that State Leases were issuethdypepartment of
Lands and Physical Planning from those non- exifteards.

The Committee again referred the Secretary forqmatson for this failure
pursuant to Section 23 of tRarliamentary Powers and Privileges Act

The Committee sees no excuse at all for the fad@itbe Secretary for the
Department of Lands and Physical Planning and lieddement Team to
produce even basic records, documents and fileketdPublic Accounts
Committee.
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This Committee can only conclude that the DepartmenSecretary and
Senior Managers refused or failed to comply withNatice and a

Summons of the Public Accounts Committee in a dated and

contemptuous manner, wherever they perceived tiatréfusal would

assisted their witnesses and Departmental Offioenshere the contents
of documents would reflect unfavorably on the Dépant or individuals

within the Department.

The Committee also concludes that the SecretaryhimrDepartment of

Lands and Physical Planning has no or no adequateot over his staff

or their activities and that either the Secretaryvaly shields corrupt and
/or incompetent staff or is directed by his stafather than the other way
around.

The Committee concludes that the Secretary is attatedocuments are
destroyed or removed within his Department, buige$ or fails to rectify
the situation.

We have previously referred to the frank sworn a&dmn made to the
Committee by Mr. Pepi Kimas, to the effect that bkiaff are paid to
destroy documents and records. See Para 6.15sdRéport.

A more candid admission of criminal conduct cari®tmagined.

The Public Accounts Committee concludes that thpatenent of Lands
and Physical Planning and its senior officers —panrticular Mr. Pepi
Kimas — have failed to cooperate and assist thelidPukccounts
Committee and failed to give frank and full evidenbtefore the
Committee — in particular concerning certain unlawénd transactions
and illegal grants of State Leases for no or nogade benefit to the
State.

Further, the Department and its officers have faile comply with a
Notice to Produce Documents and a Summons to Peo@ucuments,
when it was in their power to so comply.

This amounted to a defiance of the Directives ofParliamentary
Committee and a breach of the basic principlescobantability of the
Department.

Finally, the Committee concludes that the failugethe Secretary and
Managers of the Department of Lands and Physieairithg to co-operate
with the Public Accounts Committee when taken vather failures and
mismanagement, reveals a management team thatsbewuemoved and
replaced and a Department devoid of viable and etemp lines of control
and command — and thereby accountability and resipitity.
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PART TWO - PERFORMANCE OF THE DEPARTMENT OF
LANDS AND PHYSICAL PLANNING 1999 — 2002.

32.1.

32.2.

32.3.

32.4.

32.5.

32.6.

The Committee chose, at random, five portions iehalted State Land
which were granted into private hands prior to 2002

Of these five parcels of land, four were previoushallocated Reserved
Land, National Park or public land and one parcas #he subject of an
Agricultural Lease.

The first purpose of this phase of the Inquiry Wwaascertain if this land
was lawfully granted into private hands.

The second and principal purpose was to assessssuEs as revenue
collection, whether the Department carried oudites to apply the law
when granting and registering the Leases, the sfd®ental arrears,
tender prices collected, compliance by LeaseholélsLease covenants,
the protection of State assets and documentaherkdeping of accounts
and action taken by the Department and its offit@fzotect the State and
preserve national assets at any time since 1999.

The third purpose of this phase of the Inquiry Yeasonsider what steps,
if any, the current Management Team of the Departrhad taken to
recover illegally issued land or land in respecivbfch Land Rental was
outstanding or other Lease Covenants had beenHe@ac

The Committee now reports in respect of each adeélgrants of State
Lease:

PORTION 1597 MILINCH GRANVILLE, FOURMIL MORESBY AT
PAGA HILL — GRANT TO PAGA HILL DEVELOPMENT COMPANY

LTD.

BACKGROUND:

33.1. On the 18 December 199Paga Hill Land Holding Company (PNG)
Pty. Ltd. was granted atJrban Development Lease (“UDL”) over
Portion 1597 Granville Port Moresby. This land coisgs 13.7 hectares
of Paga Hill in Port Moresby — virtually all thellhiThis Committee
concludes that the Grantee weega Hill Development Co. (PNG) Ltd.

33.2. A large number of onerous conditions attached ® WDL — none of

which, the Committee concludes, have been compligdby the Lessee.



33.3.

33.4.

33.5.

33.6.

33.7.

33.8.

33.9.

33.10.

33.11.

33.12.

60

This land was a Gazetted National Park and coulbeaaranted away to
private hands.

The Committee finds that this land was of greaidtetl importance and a
prime piece of recreational land for the residefit8ort Moresby.

How the land came to be given to private specudata good illustration
of the failings and corrupt conduct of the Deparitmef Lands and
Physical Planning.

The continuing refusal of the Department to recdlierland for the State
well illustrates the continued acquiescence of Department in corrupt
dealings and clearly shows the extent to whichgtevwnterests control the
Department at the expense of the State and theer#iof Papua New
Guinea.

This Inquiry was seriously impeded by the Departtak failure to
produce any records or documents at all concertinegissue of the
original UDL or a subsequent Lease — despite addadnd Summons to
do so.

The Committee concludes that there should have Ipesmy pages of
feasibility reports, assessments, surveys and pfaosluced to and
maintained by the Department before the UDL coudd donverted to
another form of State Lease. The Secretary for £gwdduced only nine
pages of material — much of which was irrelevant.

In light of the evident illegality which attend#ae grant of this Lease, the
Committee concludes that the Department of LandsRiysical Planning
deliberately refused to comply with legitimate direes and a Summons
from this Committee to protect either or both tkeeipients of the Lease
Grant and/or Departmental Officers involved in ¢nant process.

The only excuse proffered by the Secretary for tladure, was a
suggestion that the files “may possibly” be withe ttOmbudsman
Commission. The Committee questioned the Secretampis suggestion,
but neither the Secretary nor other Departmenfatesé had any interest
in establishing the true whereabouts of the relefreas and documents.

The Committee concludes that Mr. Kimas would rathemprosecuted for
failure to produce documents, than reveal thatddb®iments either never
existed or be prosecuted as a result of their otsteecoming known.

The Committee treats this failure as a very serimeach of the Law.
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33.13. The following analysis of how this National Parkr@to be in private

hands is therefore made with no assistance ataati the Department or
its officers.

THE LAND

34.1.

34.2.

34.3.

34.4.

34.5.

34.6.

34.7.

34.8.

34.9.

Portion 1597 Milinch Granville, Fourmil Moresby roprising two parts

containing a total area of 13.1198 hectares waarved from Lease by a
Declaration in the National Gazette G59 dated BfeSeptember 1987 for
the purposes of “Open Space” to be managed by #ieal Parks Board.
In other words the land was preserved for futumreegations as a National
Park.

There were good reasons for this to occur. The Lianaf considerable
historical importance to the nation, containing iasdoes, Wartime
Bunkers, Gun Emplacements, tunnels and, apparesitificant pre-
historical sites.

Further, the situation of the land in the centreaofirowing city offers
superior recreational facilities to the occuparft®art Moresby. It is now
and will increasingly be a vital recreational afeacentral Port Moresby.

Part of the land was occupied by a Police Mesk &fad Police Hall
apparently owned and operated for the benefit dic®oLegacy. In
recognition of this, the Police were grantedGetftificate Authorising
Occupancyof Land” over part of the land — issued on thé"Reptember
1987.

There is no apparent Gazettal of Revocation oRégervation of Lease or
the Certificate Authorising Occupancy of Land umtié National Capital
District Physical Planning Board by Meeting 2a/20@2oned the land
from Open Space to Commercial, Part Residentialrt FHRublic
Institutional and Part Utilities by Gazette Notitated 25° May 2000.

Precisely how, why and at whose request this veee demains totally
unclear in the absence of documents or records tinenDepartment.

The Committee cannot conclude on the reasoninghtethie Revocation
of the Land as a National Park.

In or about 1995, the National Parks Board ceasexkist. There was no
management of the Park and it is fair to assumesipeculators saw the
land as ripe for acquisition.

The State, in general, and the Department of LandsPhysical Planning
in particular allowed and co-operated in the takifighis National Park
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from the citizens of Papua New Guinea by profitegt®, subsequent
events showed, had no capacity to develop thedaadl.

THE URBAN DEVELOPPMENT LEASE .

35.1.

35.2.

35.3.

35.4.

35.5.

35.6.

Four applications for grant of this Land were redd to Papua New
Guinea Land Board No. 1991 (Item 2) each seekigtpat of a Business
(Commercial) Lease over the land — one of whicls Raga Hill Land
Holding (PNG) (sic). The Land was still a National Park.

The Committee can establish that Land Board No.1p8fported to
convene on Friday 22 August 1997. The Board was chaired by Mr.
Ralph Guise.

The Land Board apparently completely ignored tlot thaat the land was a
National Park and could not be the subject of saoders or of a Grant of
Lease.

Police Legacy advised the Land Board in writingitsf interest in and
development plans for part of the land. Represmemif Police Legacy
apparently attended the Land Board.

It seems that the Land Board No 1991 recommendat“Baga Hill
Land Holding PNG” (sic) be granted a Lease over Portion 1597 Milinch
Granville Fourmil Moresby — with an orally imposedndition that the
land area the subject of Police Legacy’s interess vo be excised from
Portion 1597 by the “Developer” and that Policegaey would be
granted appropriate title thereafter.

Thus far, the only record of such a condition isamd written memo or
record apparently signed by the Chairman of thedLBoard Mr. Ralph
Guise. That memo records:

“Recommendations:

Of Papua New Guinea Land Board go in favour of Paddill Land
Holding Co. Ltd. to develop and improve portion 945 Granville over
(sic) five year period to a value of K M 300.

Foot Note:

Company appears to have access to sufficient funtis fulfill
requirements.

1. Annexation of Police Mess to be undertaken by depelr in favour
of RPNGC
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2. Dept. and developer maintain a close liaison to aeonodate
requirements as highlighted by Department.”

There would appear to be no real protection affallthe property of

Police Legacy. The Committee concludes that thagitdble Police asset—
and therefore State or public asset - has simpdapieared with no
protection given by the Department.

An Improvement Covenant is clearly set out in thdL. It requires
improvements to a value of K 300 million to be urdken in the first five
years of occupation.

Such a covenant would be onerous to a large wablureed company. As
of March 2006, there is no development on the kndll. How the Land
Board concluded that the Grantee could meet thedwgment Covenant,
is unknown in the absence of any documentation.

That Lease contained strict covenants requiringildet reports on all
aspects of the proposed development before the ¢4iDld be surrendered
and a Business Lease issued — none of which hgareqly been met by
the Lessee. If they have been met, the Departnemnidied or refused to
produce any documents at all which show this ccempk.

The Committee concludes that, in order to complyhwihe UDL
Covenants, at least the following documents haekist:

. Records of Land Board meeting No. 1991

. Minutes of Land Board No. 1991

. Recommendations of Land Board 1991

. Advertisement or call for tenders or

. Exemption from advertisement

. Applications for Grant of Lease

. Supporting documents to those applications

. Internal working papers relating to the issue ef iDL

. Approvals for the Grant of UDL by Departmental ©is

. Ministerial paperwork on the issue of the UDL
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Copies of the UDL

Land Rent records

Records of improvement expenditure by the Lessee
Records of Planning or Surveying

Any Gazette Notices at all

Instructions to the Government Printer

Submissions or proposals for Capital expenditurd?ohlic Open
Space

Submissions or proposals for upgrading or rehalidih of war
Relics or plans therefore

Compliance with any one of the Covenants in the UDL

Records of arrangement, discussion or payment éoNational
Housing Corporation in respect of National Infrasture

Proposals or actual steps taken to protect Pokgaty

Revocation as Open Space in 2000

Records of legal advice and action taken in resipeceof

Reserve of tender price levied or paid

Proof of Land Rental paid

Any submissions of reports, Plans, Zoning Repattyelopment
plans, infrastructural and utility service detadagdastral boundary
survey plans, area survey for conservation purpdsejarcated
areas for NCDC Parks and Open Space and waterfront
development details to your Office for approval

Approvals by Physical Planning Board, Eda Ranu, KRCD

engineers, Surveyor General, Department of the rBnment,
Harbours Board, IPA and Tourism Promotion Authority
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. Proof of compliance with Improvement Covenant gragdty to do
So.

This list is not exhaustive.

35.12. Not a single sheet of paper was produced in resgexty of these matters
and no explanation as to that failure was made.

35.13. Further, due to the non-production of documents, @Gommittee cannot
know the identity of the other supposed applicdotsState Lease or the
nature of the successful tender and can make winfa on the legality
and transparency of the tender process.

35.14. The failure to comply with the UDL covenants, peutarly the
Improvement Covenant, should have resulted in teafiment forfeiting
the Lease — or at the least, not issuing a Businesse.

35.15. More properly, the Department of Lands should heaecelled the Lease
years ago on the basis that it was unlawfully idsue

35.16. The Committee finds that the grant of the UDL wad & now unlawful
for a number of reasons. They are at least:

i)  There was no quorum at the original Land Board. Huodicitor
General advised the Department of Lands that tleatGf the Lease
was illegal for this reason, but the Departmenbrgd the advice.

ii)  The Land Board could not have been reasonablyfigdtithat the
applicant could raise K.300 million in five yeartdeed, the
Committee finds that the Lessee cannot pay the Remtal and has
sought relief from that obligation, much less fumdevelopment of
the magnitude required.

ii)  The land was a National Park zoned Open Spacelafeshould
have been zoned as sub-divisional land in orddrdahdDL could
issue, but was not and could not have been so zoned

35.17. The Committee finds a complete and inexplicablelufai of the
Department to ensure that even the most basic keggiirements were
either imposed or met and this resulted in a tfaifire to protect State
Land and public assets.

36. THE BUSINESS LEASE

36.1. In 2000, a company callddaga Hill Development Co. (PNG) Ltdwas
formed.
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On the 01/09/2000, Business Lease over Portion 1597 Granvilleras
granted tdPaga Hill Development (PNG) Ltd This Lease was registered
as State Volume No. 24 Folio 159How and why this new Company,
rather than the original Grantee, was able to olitas Lease is unknown.

The Lease should have been issued to the same ogntipa held the
Urban Development Lease.

This Business Lease issued out of the UDL granteldaiga Hill Land
Holding Company (PNG) Ltd. in 1997. It should have been issued to
that company.

The Department itself states that the UDL has manbsurrendered — so
two Leases appear to exist over the same landnierao to the Secretary
for Lands, dated the T8March 2003, the issue of the Business Lease is
described as “dubious”.

Further, the Business Lease related to the eni@ @nd assumed that all
the land was zoned “Commercial”. This was not thsec There were
varied zonings and the Lease was illegally issued.

This Lease contained only very basic covenantsimegupayment of
Land Rent and an Improvement Covenant requiringrargments to a
minimum of K 10 million within five years of issu# the Lease — on the
1/09/2000. Neither covenant has been complied \Wthattempt has been
made to forfeit the Lease by the Department fcs thilure.

This Business Lease could not have lawfully issudte reasons are at
least:

i) The UDL was unlawfully granted and issued (see aliRara 25.16).

ii) None of the stringent conditions in the UDL had rbemet. In
particular the Department has produced no evidérate

a) the 10% dedicated as Open Space has been exaised; o

b) the historical relics have been returned to the dbepent of
Heritage; or

c) the Lessee could or did meet the capital cost @fbéshing Open
Space and renovation of the heritage sites orttiegt have been
handed back to the respective authorities; or
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d) any arrangement with National Housing Corporatioar f
compensation by the Lessee for demolishing goventime
Institutional improvements; or

e) the Lessee submitted a Master Plan to the Secré&arizands
within 12 months of the grant or that the MasteanPtontained
any of the matters prescribed; or

f) that any Master Plan had approval of the Physitziring Board,
Eda Ranu, NCDC Engineers, Surveyor General, Dept. o
Environment and the Tourism Promotion Authority tne
Harbours Board; or

g) that the Secretary for Lands approved (or even saw)Master
Plan (if it ever existed).

h) the improvement covenant in the UDL had not beenhimehole
or in part; and

i) rentwas in arrears and remains in arrears; and

]) The Lessee had failed to meet all conditions aedrtt had no
capacity to do so; and

k) The works proposed and covenanted for in the UDLstrhe
approved by the Physical Planning Board — themeoievidence
that this ever occurred.

[) The Lease contravenes Section 67 of the Land Atttcamitradicts
the multi Zoning of the Land

36.9. The unimproved value of the Land was assessed5060,000 in which
case the correct Land Rental, at 5% of that valheuld be K 250,000 p.a.
This is the Rental appropriate to a Business Lease.

36.10. On the 24/05/ 2001, the Lease was changed by h@tewnotation which
reduced the Land Rent from K 250,000 per annum 50 K0O0.

36.11. The Committee finds that there is no power to atrthe record in this
fashion.

36.12. When questioned as to the identity of the Officelowhanged the amount
and the legal basis so to do, both the SecretastyDaputy Secretary of
the Department could not tell the Committee.
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There is no explanation for this reduction. Thisamethat with the active
collusion of the Department, the State has lost @imnum of
approximately K 900,000 from 2000 until 2005.

Further, the Committee finds that the amended LRewt of K 50,000 is
1% of the unimproved value — this is the Rent aablie to an Urban
Development Lease which, apparently, was surreddar2000.

The Committee was advised that the Lessee couldpagteven this
reduced amount. A Departmental Officer then agteeallow the Lessee
to pay the Land Rent over a period. This Officed In@ power to do so.
Why then was the Department prepared to unlawalliyw such a Lessee
time to pay?

The Committee sought to identify the Officer whotezad the
arrangement.

The transcript shows the following exchange:

HON. JOHN HICKEY MP:

“Mr Kila Pat did you make some arrangements witheth.easeholder to
allow payment of Land Rent over a period?

MR. ROMMILLY KILA PAT (Deputy Secretary of the Department of
Lands and Physical Planning)

“Chairman | think | have done that in writing”.
And later

MR. KILA PAT;

“Considering the fact that if ..... any other Lesseé ithey have any
difficulties in paying one up payment in front thegan come to the
Department to arrange for payments over a periodtiofie within which

they should be able to settle all or whatever theéstanding fees are”

HON JOHN HICKEY MP:

“That is quite difficult for us to accept when ther are clearly stated
........... covenants you know, the covenant on the lawod flevelopment
was K 300 million in five years and here you haveLassee who said
they had K 300 million to spend on developing tlead and they come
along and say we cannot pay the K 250,000 rents pear which is

nothing compared to K 300 million.
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Who allowed this Leaseholder to pay less Rent.....Bidu make
arrangements with the Leaseholder?

MR. ROMILLY KILA PAT:

“The arrangements were basically based on the figsrthat were
outstanding at the time, but in terms of paying owgntal | do not have
the authority to say you don’t pay this much”.

The reduction in rent was made by Mr. Pat, as wdsna payment
arrangement for the benefit of the Lessee. This quate unlawful — as
Mr. Pat acknowledged. The Committee was preventad following this
line of Inquiry as Mr. Pat departed Papua New Gaiifog a study course
in Australia whilst under Summons to this Committee with no
notification to the Committee.

Even at the reduced amount, Land Rent owing tcsthge was K 237,000
in arrears as at 28th February 2006. The Committées that as of the
28" February 2006, the last payment of Land Rental wade on the 30
March 2005.

As if these illegalities were not enough, on th& @ttober 2002, the then
Minister for Lands agreed to a request from thengypial of Paga Hill
Development Company limited, to waive all past &mdre rentals until
January 2006.

The reason for the request by the Lessee washthatand Rental could be
better used in sourcing international investorsdévelop the land — a
contention with which the Minister agreed.

The Minister further agreed to extend the Improveim@ovenant from
five to ten years — a decision made with no legaidat all.

The Committee concludes that, for once in this daation, the
Department acted quite correctly in refusing toeptcthe Ministerial
waiver of Land Rental.

FINANCIAL LOSS TO THE STATE

37.1.

The Committee concludes that the State has beernivedpof Rental
payments by the illegal expedient of retrospecyivdianging the Lease
condition and by the failure of the Department éoaver the land either
by forfeiture or by cancellation of the Lease.
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In the absence of any evidence to the contrary fthen Secretary for
Lands and Physical Planning or his Officers, then@uttee concludes
that no Tender or Reserved Price has been applied.

This failure has cost the State at least K 3,00D@D - representing 60%
of the unimproved value. The Department appeatsat@ taken no steps
at all to protect the position of the State in tieigard.

Why the Lease has not been forfeited is unknowndLRent is in arrears
and no development at all has taken place. Non-bange with the
Leasehold improvement covenant and/or non-paynieiaind rent for six
months constitutes grounds for forfeiture.

Why the lease has not been cancelled for wantwdfilassue is unknown.
Moreover, the Lessee has attempted to sell shargeiLessee Company
with no apparent attempt to even start the devedopnof the site. In
2005, 50% of the shares in the Compapgga Hill Development
Company Ltd were offered to a Western Province Landowner Compan
for K 27 ,000,000.00.

If this is a true valuation of the Company (theyoa$set of which seems to
be the Paga Hill Land) the loss to the State byetxodlculated Land
Rental and tender and Reserve Price is huge.

Further, the Committee concludes tRaiga Hill Development Company
Ltd. has done nothing to protect the interest of Roliegacy at all.
Neither has the Department of Lands and Physicairfthg. Both entities
are in breach of their obligations in this regardl ahe State through
Police Legacy has lost a significant asset.

Examination of the few documents produced to thesn@ittee and the
evidence given by witnesses show clearly that plane and a National
Park, has been illegally given to a private, fonegpeculator with no
ability to even pay the Land Rental, much lessdoailything on the site.

FAILURES BY THE DEPARTMENT

38.1.

In this transaction, the Committee concludes thatDepartment of Lands
and Physical Planning has failed in its obligatio®nsure that:

i) the offering of land for tender was lawfully cadieut; and
i) the land exposed to public tender was lawfully kdée; and

iii) the Papua New Guinea Land Board understood the begal
requirements for the offering of land for tendergda
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the Land Board and the Department understood amglgad with
Land Zoning and Reservation; and

the Papua New Guinea Land Board understood the ulasier
which it operates and the procedural requirementés meetings;
and

the Papua New Guinea Land Board be properly adviseits
deliberations; and

any defects in the grant of Leases be identifietiractified, before
Leases issued or that the Lease not issue andll; a

legal advice received be acted upon; and

Departmental officers understand the relevant dam act upon
legal advice received; and

Departmental officers understand their obligatiomebey the law
and their role and function in protecting the ietts of the State
over those of private enterprise; and

the forfeiture provisions of the Land Act be actedon for
breaches of covenants or legal obligations; and

the Lease was cancelled for illegal issue; and

Departmental Officers not proceed in any transactinless and
until all legal obligations, conditions or covensiwhatever are
complied with by applicants; and

Departmental Officers understand and obey thety thuproperly
calculate and collect monies owed to the State; and

the Departmental Officers understand and fulfgithstatutory
obligations in all respects — in particular that tBepartment
competently and lawfully manage land, collect amdoant for
monies owed to the State and that all ManagerdCdficers of his
Department obey directions and implement legalireqents; and

the Departmental Secretary promptly reply to Isttdrom
interested parties and not delay or ignore obviouglevant
matters; and
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Xvii)  no person or company be given preferential or feedureatment
— particularly where that person or company isrigabh of lawful
obligations and in particular where the unlawfueahtion of State
Land is sought; and

xviii)  interests of the State and the citizens of Papaia Buinea prevail
over those of a private foreign company; and

Xix) it protected the State and State assets from prigppation or
misuse.

XX) the terms of the Land Act be applied; and

xxi)  transparency and honesty prevail in the procedstesder for and
grant of State Leases.

FAILURES BY THE SECRETARY FOR LANDS

39.1.

39.2.

39.3.

39.4.

39.5.

39.6.

39.7.

This Grant was made before the current Secretarydnds, Mr. Pepi
Kimas was appointed, but the Committee considerkdtwf any, steps
the past or current Secretaries had taken to yabid matter.

In the opinion it would have been proper for thisake to have been
cancelled or forfeited at any time.

Despite the fact that the Secretary for Lands dmgkieal Planning failed
to produce relevant documents and files to the iPublccounts
Committee, it is clear to the Committee that ther8&ry is well aware of
this transaction and of the illegalities attendihg issue of the Lease over
Paga Hill.

The Committee finds that Mr. Kimas has done nothikg and his
management team have failed to protect the postiicdhe State, and he
has thereby breached his statutory duties as Depatal Secretary and
Head of Department.

The Committee questioned Mr. Kimas on this faildree Committee also
guestioned Mr. Kimas on similar failures in respetbther State Leases
illegally given into private hands.

The explanations proffered to the Committee forséhdailures were
contradictory and without any force.

The Committee notes that on the™@ay of November 2005, the
Secretary for Lands undertook to the Committee Jevbin oath, to serve
Notices to Show Cause on the Lessee of the Pabhatidl, as a precursor
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to a forfeit of the land. He undertook to do sohivit 48 hours. The
evidence was:

HON JOHN HICKEY MP

“There are a whole lot of illegalities attached tb(Paga Hil). Illegalities
caused by greed. And if we do not do anything abibuit is in the hands
of two foreigners who do not live in our country. ......As we speak this
land is falling into the of two foreigners. Secrataplease you and your
officers’ action this immediately — get this landabk to us before the
February hearing.

MR PEPI KIMAS

“Chairman, I'll give the copies of the Notice to ®lw Cause to the
lawyers within 48 hours from now.”

Evidence given to the Committee 29/11/2005.

So far as the Committee can ascertain, despiteutidertaking, nothing
has been done.

Nowhere is the cavalier and contemptuous attitideeoSecretary toward
a Parliamentary Committee better illustrated thay this hollow
undertaking.

39.10. The Committee concludes that the Secretary for &ammnpletely failed

in respect of this transaction alone:

a) to produce any records at all relating to the chawen of the UDL
and grant of a Business Lease to Paga Hill Devedopr@ompany
(PNG) Ltd.. The Committee therefore concludes thatdocuments
do not exist.

b)  that the proper legal requirements for grant bease were not met
— and that the Secretary knows this, but has doti@ng to rectify
the situation; and

c) to meet his obligations imposed by thBublic Finances
(Management) Actin that he has failed to levy and collect State
revenue in accordance with Law despite giving swewidence that
he knew and understood those duties; and

d) to enforce the provisions of the Land Act and otlséatutory
requirements; and
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to properly and adequately control his Departmedtafficers; and

to act in a prudent and competent manner to erbateState assets
and property are protected as soon as illegalitalarses became
known to him; and

to meet his obligations and duty under tReiblic Finances
(Management) Actand in particular to obey Section 5 (a), (b), (c),
(e), (g9), (h), (i), () and (k) — and is therebyeopto surcharge,
penalty and disciplinary action for these failureSee Section 5 (3)
Public Finances (Management) Act 1995

to exercise his powers as Departmental Head teirofull and free
access to all accounts and records relating toectadn, receipt
disposal or custody of property or monies of thegest

to exercise disciplinary powers over his staff; and

to act in a professional, competent and lawfulnnes in the
exercise of his duties and responsibilities; and

understand the importance of his role in contrgllom reversing this
transaction and ensuring that the law is enforaed,

to obey Section 112 of thBublic Finances (Management) Act
1995 and thereby committed an offence by failing to el
documents under his control when required to do so.

to give candid and frank evidence to the Publiccmts
Committee; and

To take any or any adequate steps to serve theestdeof the State
over those of the Lessee.

The PAC has sound jurisdiction to inquire into thiant. That jurisdiction
lies at least under Section 86 (1) (d) (iv) andoffthe Public Finances
(Management) Act 199%and Section 17 of theermanent Parliamentary
Committees Act 1998ecause:

The State and the public has been deprived ofumaltd asset; and
the UDL was apparently unlawfully granted; and

the subsequent State Lease has been unlawfullyegréor a number
of reasons; and
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the true reserve price was possibly as much asOR03)00. The
State has received nothing; and

the true Land Rent is possibly as much as K 250p@00nnunmot
the K 50,000 now applying — which is significantty arrears — the
State has lost revenue thereby; and

the Royal Papua New Guinea Constabulary Legacy hawdlost a
valuable asset which is a public asset and suligedhe Public
Finances (Management) Act 199and

the Grantee has failed to comply with any undenigkir covenant in
the UDL and the Department failed to enforce thaseenants; and

detailed protection of a National historical assets the land
comprised in the UDL has completely disappearedhm State
issuedBusiness LeaseThe State and public interest in preserving
the considerable historical sites on the land (Wwhias a major
reason that the land was Gazetted a National Pek)been given
away; and

the State and public interest in preserving theeam®nal value of
the land ( which no doubt was one reason for Gazethe land as a
National Park) has disappeared; and

the means by which the land ceased to be a Natiesrd (if it ever
did cease) is entirely unclear. The State appearhave been
deprived of the asset for no good reason; and

the Lessee had and has no ability to fulfili the howement
Covenant, hence the State has lost revenue thaardy;

the Grantee has failed to pay rent, rates or convilyimprovement
covenants. The Department has failed to do anyttongollect or
forfeit the Lease; and

the Grantee is clearly only intending to make prafithe expense of
the State and the citizens of Papua New Guinea; and

even if the land had been lawfully allocated intivgte hands,
absolutely no development has occurred at all. VEgnificant
development covenants have been ignored and/oemfotced by
the Department. The State may be said to havedgsnue thereby;
and
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xv) The original grant was invalid for want of a quorahthe Land
Board and despite advice from the State Solicitoraction to forfeit
or cancel the Lease has occurred. The Departmsrfalied to act in
a lawful manner and has clearly chosen to ignoeeLéw in favour
of the interests of the Grantee — at the expen#igedbtate; and

xvi) not only has the Department of Lands and Physitzirfhg failed
to impose and collect appropriate rent, an Offafethe Department
has apparently agreed to accept a reduced amoulandsRent
payment — with no power so to do. The State hat regenue
thereby; and

xvii) an Officer of the Department has, unlawfully, pated the Lessee
to pay Land Rent over a period — which agreemeatL#sssee has
breached, with no action from the Department: and

xviii) knowing some or all of these deficiencies, the &gpent and the
Secretary in particular have failed to do anythiimgeverse the grant
or to protect the interest of the State over thhatdividuals.

39.12. The Committee makes further recommendations armtred$ later in this

Report.

SECTION 122 HOHOLA.

40.1.

40.2.

40.3.

40.4.

40.5.

This is a complicated matter, but well illustratesth inept decision
making by the Land Board in the period 1999 — 286048 the influence
that certain entities have exercised over that @oar

The Land Board has Granted and the Departmentskaed, State Leases
over land that was, and still is, zoned as Reseopeth Space Land for the
benefit of the public.

Consideration of the facts shows a clear pattercootcious illegality in
the Lands Board and (at best) cooperation by thEBeent of Lands and
Physical Planning.

The dealings also well demonstrate the paralysectbn that attends the
Department of Lands, even when the illegalitiet @dse issue are known
to the Department and have been publicly acknoveddy it.

The history of this parcel is complex. A précipresented below, but the
grants and issues of private title over all of Bertl22 Hohola are
unlawful and require immediate action from the Nasl Government to
rectify the defects and/or reinstate this valughlblic asset — if indeed it
is not too late to do so.
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The Committee directed the Secretary of the Departnof Lands and
Physical Planning to produce documents and rednydaras. 6, 7, 8, 27,
28, 29 and 30 of the Notice to Produce Documerteidiae &' September
2005 - See Schedule 3 to this Report.

The Secretary produced records of payment whichewgenerally
adequate and responsive, but all other documentatias inadequate.
There have been no documents produced at all tav ghe decision
making process leading to the issue of Leases andecords of the
relevant Land Board meetings.

THE GRANT AND SUBDIVISION:

41.1.

41.2.

This large tract of land lies opposite the SP Bmgwand extends to the
Gordons Police Station. It was zoned as “ResenatiLand is used as
public recreational land. The land has been subed/i and been
unlawfully granted to private ownership.

The Committee finds that there are five seque@ialvey Plans for this
land which have variously subdivided the area fitotments. With each
Plan the designation of the Allotments has changkdse Plans are:

Survey Plan Date of Registration Comment
49/901 1969 Section 122 Hohola.
49/1507 23/11/1982 Lots 1 — 7 Section
122 Hohola -
supersedes Plan
49/901.
49/1867 10/07/1990 Lots 6 — 10 Section 122

Hohola, formerly Lots 8 and
9, formerly part Allotment 1
Section 122 Hohola.

This Plan partly supersedes
Plan 49/1507 and is
concurrent with 49/1887.

49/1887 10/07/1990 AllotménitSection 122
Hohola formerly Allotments
1,2, 3 and 4 Section 122
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41.4.

41.5.
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Hohola, part 15 metre road
and 3 metre and variable
width reserve on Plan
49/1507; this Plan partly
supersedes Plan 49/1507 and
is concurrent with Plan
49/1867

Allotments 12 and 13 Section
122 Hohola plus Freeway
widening ; this Plan
supersedes Plans 49/1507
and 49/188@nd cancels
Allotment 11 Section 122
Hohola.

This means that on and from the 17/03/1997, Lotg,13, 4, 5 and 11
Section 122 Hohola were cancelled — they ceasedexist. This
progressive Sub-divisional change was presumablype dwith the
cooperation of the NCDC.

There now follows a descriptive tracing of subsedudealings with
Allotments 1, 2, 12 and 13 by the Land Boards drel Department of
Lands and Physical Planning — despite the fact thay were either
cancelled or reserved as “Open Space”. AlthougHirdgsa with other
Allotments are equally legally doubtful, these stdd Allotments are the
easiest to understand.

From this examination, the Committee concludes thatState has been
deprived unlawfully, of a large and valuable traftland for no or no
adequate recompense, that the State has been dxpmodmbility by
Departmental actions and failures and that theipuialve been deprived,
quite illegally, of prime recreational land.

ALLOTMENT 1 SECTION 122 HOHOLA:

42.1.

42.2.

Allotment 1 Section 122 was “Reserved from Lease”the purposes of
“Public Recreation” at page 1085 of the Nationat&te dated the 38
November 1985 and thereby was the subject of éeshkip vested in the
NCD Interim Commission by Gazettal at Page 33sefNational Gazette
G17 dated the 6March 1987.

Allotment 1 Section 122 was cancelled by SurveynPNo. 49/1887
registered on 10 July 1990.
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Despite the cancellation and the overall reseraad® Public Space, Land
Board No. 2006 Item 101, heard an application friimtea NCDC and

granted aSpecial Purpose (Park Reserve) Leasever Allotment 1

Section 122 Hohola and this recommended grant wasalized by

Gazettal Notice on the Zune 1999.

The Lease mayot have actually issued — quite correctly givieat tthe
Lot had been cancelled — but the fact of issustilhies the inept quality
of Land Board decision making.

ALLOTMENT 2 SECTION 122 HOHOLA.

43.1.

43.2.

43.3.

This Allotment also ceased to exist on th& 20ly 1990.

Despite this, Land Board 2006 Item 102, heard aadtgd an application
from the NCDC for the grant of 8pecial Purposes (Park Reserve)
Leaseover Allotment 2, and this recommended grant vaamélized by
Gazettal Notice on the 17 June 1999.

Clearly such a grant cannot issue as the Allotrneased to exist.

ALLOTMENT 12 SECTION 122 HOHOLA.

44.1.

44.2.

44.3.

44.4,

445,

Papua New Guinea Land Board No. 2017 did not aoenas scheduled
on either the 24th November 1999 or th& Dcember 1999. No meeting
was ever held.

However, the Chairman of the Land Board, Mr. Rafkise, unlawfully
and improperly signed a typeset Notices of Granmpuing to derive
from that Land Board. The Chairman had no poweittso.

State Lease Volume 23 Folio 182 comprisinBusiness (Commercial)
Leaseover Allotment 12 Section 122 Hohola (apparentyed “Public
Institutional”) did issue in favour of Mr. Andrew &ld — although this title
was cancelled by the Registrar of Titles on th& Adigust 2000, as it
should have been.

The title was reinstated by the National Court upgplication by Mr.
Mald — apparently lawyers representing the Staté bt oppose the
application — and so far as the Committee can &snemay not have
attended the court at all.

In early 2006, this land was sold and transfersedramproved land. This
transfer was made by the Department of Lands réggedof a
Departmental prohibition on such transfers.
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The sale price was K 1.3 million for land which whegally granted and
subsequently illegally transferred. The Departnmietreby lost the one
opportunity it had to recover this land for thet8ta

ALLOTMENT 13 SECTION 122 HOHOLA.

45.1.

45.2.

45.3.

45.4.

45.5.

45.6.

45.7.

45.8.

Allotment 13 (previously Allotments 1, 2, 3 and nice Allotment 11)
Section 122 Hohola was and still is zoned “Openc8pa

Section 67 of théand Actstates that a Lease cannot be granted :
“ ....In contravention of the zoning of the subjecahd.”

Despite these facts, this 6.49 ha. of prime land ¥ subject of an
application byirgo No.65 Ltd for the grant of 8usiness (Commercial)
Lease.This Application was listed before Land Board 19606 (Item 20).

Furthermore, this land was exempted from advergsgm presumably in
accordance with one of the grounds in Section §9f{2he Land Act
1996, although none of the provisions in that Secticenseto apply. The
Department of Lands have attributed this exempttopersons within the
Office of the then Minister for Lands.

There was at least one other Application that @ted this dubious
exemption and, considering that an exemption relstdand and not to a
particular applicant, all applications receiveddrefthe exemption should
have gone to the Land Board — although here nacgigin should have
been sent to the Land Board at all as neither Appbn complied with

the “Open Space” zoning.

Although not directly relevant, it is notable tHaNG Land Board 2006
also heard and granted another applicationvingo No.65 Ltd for a
Business (Commercial) Leasever two allotments in Mount Hagen —
despite the fact that this land is zoned “Open 8pacas was Allotment
13 Section 122 Hohola. TwBusiness (Commercial) Leaselsave issued
to Virgo No. 65Ltd for the land in Mount Hagen.

It is an inexplicable fact that the same Land Bdaedring this application

(which stated that Allotment 13 previously compdigdlotments 2 and 3

Section 122) also considered and recommended #re gy NCDC of a

Special Purposes (Park Reserve) Leaswer Allotments 1 and 2 Section
122 Hohola — which no longer existed.

The Land Board therefore managed to deal with #rmaesland in two
different forms — one existing and the other nofor two different
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applicants, notwithstanding that the land was zot@pen Space” and
could not be dealt with at all. One grantviogo No.65 Ltd and the other
(over Lot 2 — actually Lot 13) to NCDC.

45.9. The Grant was subsequently cancelled by Gazettaldot of compliance
with Section 67 of theLand Act 1996 This is to the credit of the
Department. However, the National Court, in theeals of opposition
from the State, ordered the title to issue — ane®tldat the Minister for
Lands obeyed.

45.10. This Committee concludes that the NCDC and theiputad lost zoned
Reserved Land, the State had received no payment tlae whole
transaction was totally unlawful. More worrying ike failure of the
Department to protect this asset in the first place

45.11. The dealings with Section 122 Hohola well illustréhe shortcomings of
the Land Board system and these transactions are byeans isolated.
The dealings are not consistent with mere inconmoete

ALLOTMENTS 14, 15, 16 AND 17 SECTION 122 HOHOLA.

46.1. These Allotments are zoned “Open Space”. Theynatethe subject of
any cadastral survey and therefore still probabiynfpart of Allotment 13
Section 122 Hohola.

46.2. Three applications, each seeking the grant 6Basiness and Special
Purposes Lease”(note it should be @usiness_or Special Purposes
Leasg were made for this Land bigohn No.3 Ltd, Pohn Ltd andltu
DevelopmentLtd. and were listed before PNG Land Board 2005 (ltems
132, 133 and 134) — one day before the Land Boasl due to sit. This
contravened Section 58 (Band Act 1996.

46.3. Nevertheless, each of the three “recommended gramie Gazetted in
National Gazette G39 on the 17/03/1999.

46.4. As with other Allotments on this Section, titlepsobably void due to the
fact that Allotment 13 Section 122 Hohola does exist — given that it
derived from Allotment 1 Section 122 Hohola - whiwas “Reserved
from Lease” and never revoked.

46.5. Once again, the State and the public have beenvddpof reserved land
quite illegally.

46.6. The Department of Lands, despite knowing of thisgdlity, has done
nothing to rectify the situation.
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47. THE LEGALITY OF DEALINGS IN ALLOTMENTS AT SECTION 1 22

HOHOLA:

47.1. A summary of the defects in the Land Board delitbena over this parcel
of land follows:

47.2.

)

i)

ii)

Vi)

“Open Space” land has unlawfully passed into pevands with no
apparent concern for the legal status as publit. lan

Researches have not revealed any evidence thdiRéservation
from Lease” was ever revoked. If this is correlts will mean that,
at least;

a) Subsequent Survey Plans are invalid and / or shdad
cancelled; and

b) All dealings in the land deriving from the subsegue
subdivision of Allotment 1 Section 122 Hohola amualy
unlawful; and

c) The State may be liable to Leaseholders or sucresstitle —
see below.

Allotment 13 Section 122 arguably did not existle time it was
granted by Land Board 2006 due to the deliberatairisand Board
2005, and could not therefore have been lawfulbltdgith.

The NCD also applied for the Allotments 1 and 2i@lhibecame Lot
13) asPark Reserve Lease.That conflict between private and
public use meant that the Land Board should be idmbely
adjourned.

The Land Board managed to grant Leases to NCDCVago over
the same parcel of land.

At least one Land Board did not sit at all and tyygeset notices
giving rise to the Leases were forgeries.

The Committee concludes that, if the Reservatiothsf land was never
revoked, the State has an exposure to all holdepasi holders of title in
any land on Section 122 that derived from the subidin of Allotment 1
Section 122, upon the basis that the title issisedefective due to the
unlawful conduct of the Land Board and the Depantines well as the
failure of the State and its legal advisers togubpublic assets.
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Peremptory searches suggest that the State maypbeesl to at least the
following claims:

Allotment Section Comment

8 122 The Filipino Association had been
granted a lease over Allotments 6
and 7 (Consolidated) Section 122
Hohola. Despite this, the DOL
advertised a Special Purposes Lease
over Allotments 7 and 8 Section 122
Hohola for Tender. A subsequent
grant to Land Bank Holdings Ltd.
deprived the Filipino Association of
Allotment 7. There seem no lawful
grounds for this to occur.

9 122 Granted to the PNG Family Planning
Association but title never issued.

13 122 See extended review (supra).

14, 15, 16 and 17 122 See review (supra).

(Consolidated)

The Secretary for Lands and Physical Planning preduto the

Committee, sparse documentation concerning thisdlLabut the

Department clearly has not understood the zoningcamsidered the
legalities of issuing State Leases for this Lavdhich was and is reserved
as Open Space i.e. for public recreation.

The Committee concludes that the Secretary haedfan his duty to
produce documents and records to this Committee. Départment has
produced some Rent records, a few old zoning fleusof date) and one
Survey Plan (out of date), but there are clearlygehwgaps in the
Departments understanding and records of theseatmatters. In these
circumstances it is not surprising that the Deparnimwvas and remains
ineffectual.

The whole saga is very complicated and should bestibject of a deeper
Inquiry, however the important fact for this Comted is that the State
has again been deprived of an asset for no reapstyyment, exposed to
litigation by the incompetence of the Department #re Land Board, has
not received Land Rent and its interest has noh h@etected by the
Department.
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47.7. More concerning to the Committee is the fact thasg breaches of law
appear not to have been detected by the Departorent they were
detected, were ignored. Some of these defects are:

1)

(@)

3)

(4)

()

(6)

(7)

That private title to public land has been givensirspect and/or
illegal circumstances by the Department for no fs&d with
significant Rental losses to the State.

Allotment 1 Section 122 Hohola — this Allotment vwaasgparently
cancelled in 1990. Yet Land Board 2006 granted M@&DC a
Special Purpose Leasé 1999 — over a Lot that apparently did not
exist.

Allotment 2 Section 122 Hohola — This Allotment apgntly ceased
to exist on 18 July 1990. Yet the Land Board grantedSpecial
Purpose Leaseover the land in 1999.

Leases over Allotments 2 and 3 Section 122 Hoheala granted for
no fee, but Land Rent is now in arrears in a su@ppiroximately K
34,000. There has been no apparent action by thareent.

Allotment 7 appears to have been given to two dbfie applicants at
the same time — this requires an inquiry and reviey the
Department, but none has occurred.

Allotment 12 Section 122 — Land Board 2017 did cartvene at all.
Yet a State Lease issued from that Board over wkott 12 —
apparently from a typeset, but not published, Gazdbtice. This is
either gross negligence or a corrupt dealing. THeas been no
compliance with an Improvement Covenant and Landt&evas in
arrears. The Department has done nothing in respedhese
matters.

Allotment 13 Section 122 Hohola - in the absence awmly
documentation from the Department the Committegbes that this
Allotment was and still is zoned Open Space. Destpits, it came
before Land Board 2006, having been exempted fraverdisement
for no apparently lawful reason. That Land Boa@hted a Lease to
Virgo No. 65 Ltd for no ascertainable tender orergs price and
contrary to Section 67 of theand Act.

The Committee also finds that Virgo No. 65 Ltd owasears of
Land Rent for this land in a sum of approximatelyl8,000. The
Department appears to have done nothing to fdatfeitand.
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It seems that the same Land Board at the sanmgsiiso gave this
same Open Space land to the NCDC — the same bédcRsiblic
Land were granted to different Lessees — for ncepri

(8) Allotments 14, 15, 16 and 17 Section 122 Hoholaand. Board
2005 considered three applications for grant ofease over these
Allotments — despite the fact that each applicappears to have
breachedSection 58 (3) of theland Act that the Allotments
probably do not exist at all, that the land was s&eed From
Lease”, that no tender price was received, thatahe was and still
is zoned “Open Space” and in breach of Sectionf@ffed_and Act.

Shortly before the printing of this Report, the Coittee became
aware of a further State Lease issued to Virgo 6&.Ltd over
Allotment 14 Section 122 Hohola.

At least in relation to the Leases issued to Mndew Mald and Virgo
No. 65 Ltd, there is good reason to conclude thret has been
interference in or by the Department — at besCiapartment has failed to
carry out its duty to ensure that the Law attendiregissue of State Leases
was obeyed.

In summary, the Committee finds an almost totallufai by the
Department to control the illegal dealings withst@pen Space land, both
at the time of the original unlawful grants and sedpuently.

48. PORTIONS 109 AND 110 MADANG, MADANG PROVINCE VOLUME 12
FOLIO 113 (PREVIOUSLY VOLUME 65 FOLIO 26)

48.1.

48.2.

48.3.

48.4.

48.5.

This land was owned by the Evangelical Lutheranr€iwf Papua New

Guinea, which held aAgricultural Lease issued in 1924 for a period of
99 years — plus an extra five years to take accotithe period of the

Second World War.

Rents were up to date, all covenants had been éeunpith and the Lease
was still current until at least 2027.

The net area of the land is 83.989 hectares — afhwh 627 hectares are
reserved for roading.

The land sits astride the area identified as tteedithe township serving
the Ramu Nickel project.

In 2005, the Church discovered that its title hppdaaently been cancelled
and an Agriculture Lease issued to the Ganglau @andr Company
Limited.



48.6.

48.7.

48.8.

48.9.

48.10.

48.11.

48.12.

48.13.

48.14.

48.15.
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It is now apparent that the land had been compiysacquired —
unknown to the Church and by some means reissuethetocurrent
Leaseholder by a Land Board decision. The origioaher had no
knowledge of this and has received no compensation.

The matter is now before the National Lands Titlemission, but
seemingly this very valuable land was neither aibent, not exempted
and the true owner has been deprived quite unléndbiits asset.

The Department was directed to produce certainmeaots and records by
Paras. 31, 32, 33, 34 and 35 of the Directivesdd#tte 5" September
2005. See Schedule 3 to this Report.

These documents were finally produced after the iGiti@e issued a
Summons to the Secretary. The Department is apiharidressing the
matter, but failed to do so before or immediatdtgrathe problem arose.
Matters do not appear in the Land Board without ddepental approval
and listing. Clearly the Department failed in itgtyto protect the lawful
titleholder.

The Committee cannot understand how this sitoatias allowed to
occur. It seems that the Department of Lands hasamirol over its
Officers, maintains no effective oversight of degs or is an active party
to these illegal dealings.

Whatever the situation, the fact that this Comreittean, with no
difficulty, find examples of blatantly illegal deagjs and decisions within
the Department of Lands and Physical Planning sigghat there is a
very significant problem.

The Committee is further concerned that the Statg Ihave been exposed
to potential litigation as a result of the failuréy the Department

regarding this particular parcel of land and hasatdly been deprived of

revenue.

We are further concerned that a year has passadittlg action from the
Department to rectify the matter.

The Committee finds that the Department of Lands fedled to co-
operate with this Committee or to assist in theuinginto Portions 109
and 110 Madang.

The Committee makes certain further findings antbmemendations in
respect of this matter (infra).
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49. ALLOTMENTS 2 AND 3 (CONSOLIDATED) SECTION 111 BOROK O:
STATE LEASE 27 FOLIO 202

49.1.

49.2.

49.3.

49.4,

49.5.

49.6.

49.7.

49.8.

49.9.

49.10.

49.11.

This is a parcel of prime land in the heart of Boroko business district.
It is 0.220 hectares in size.

Land Board 2006 of 1999, grantedBasiness Leaseover the land to
Bluehaven No.7. Ltd.

TheBusiness Leassets the Land Rent at K 19,825.00 per annum and a
improvement Covenant to a value of K 200,000 witthe first three
years.

As of the &' February 2006, the Land Rent arrears was K129%880dnd
no improvement at all had taken place. The landamesnvacant and
undeveloped.

The Committee concludes that the Lessee is therafoibreach of the
Lease conditions, but no effective attempt has bewmde by the
Department to forfeit the land.

More significantly, there was no tender price &t &he land was given
away. Land Rent is 5% of the unimproved value. gsire assessed Land
Rent, the unimproved value of the land was K. 398,5

The Reserve or Tender price should have been K9@87The State has
lost this amount together with the Land Rent ageaa total to date of K
367,604.38.

The Secretary of the Department was directed by Goenmittee to
produce records and documents concerning thisactioa by Paras. 36,
37 and 38 of the Directives dated tHe September 2005. See Schedule 3
to this Report.

No files or records relating to the grant of thete were produced at all.

Only in response to a Summons did the Secretardnds produce three
pages of Land Rental and Tender Price record.

This Committee has once again been impeded in ntpidy by
Departmental failure or refusal to produce documehbwing the history
of this matter. In the absence of any explanatignthe Secretary for
Lands, the Committee concludes that the Departrdeas not want the
Committee to know what has occurred and therefoeedocuments have
been hidden or destroyed.
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49.12. On the 13/05/2003, Mr. Daniel Katakumb, the Diredtand Management
Division of the Department of Lands and PhysicanRing, wrote to the
Government Printer enclosing Notices of Forfeitaféhe subject land in
1999 The failure to advertise these notices at that tiae excused as an
administrative oversight.

49.13. For once, the Department of Lands and Physical nitign actually
commenced a forfeiture proceeding for non-payméntand Rental, but
failed to proceed with it. The Committee cannoteatsgn why the Lease
should continue when the Leaseholder is in breddis obligations. Even
at this late stage, the Department was more intentprotecting the
interests of the Grantee rather than the State.

49.14. The Committee is also concerned that this landd&@sined undeveloped
and unimproved for six years. The Department hidextiféotally to enforce
Lease covenants as it is required to do by the ltantd

49.15. In respect of this particular Grant and issue addes the Committee finds
that the Secretary for Lands and Head of the Deygant of Lands and
Physical Planning, both past and current has:

. Breached his obligations to ensure the timely anldcbllection of
State revenue under tReiblic Finances (Management) Act.

. Breached his duty to provide documents to this Catamunder the
Public (Finances) Management Act.

. Committed an Offence under Section 112 (b) ofRbblic Finances
(Management) Act by willfully neglecting to produce books,
accounts or other documents when required to do so.

. Prima facie, breached Section 5 (a), (b), (c), (n),and (i) of the
Public Finances (Management) Act.

. Failed to apply properly or at all thend Act and to ensure that all
legal steps were taken to protect the State.

49.16. The Committee makes recommendations and refer@isecning this
matter, later in this Report.

50. ALLOTMENT 69 SECTION 229 HOHOLA.

50.1. This Grant of a State Lease well illustrates bbth arrogant disregard of
Departmental Officers for decisions of the Land Bloand the Law and
the failure of past and present Departmental Mamage to control or
reverse or even acknowledge illegal dealings.



50.2.

50.3.

50.4.

50.5.

50.6.

50.7.

50.8.

50.9.

50.10.

50.11.
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A Special Purpose Leaswas granted to the Sisters of Charity in 1999 by
Land Board 2014, for the purpose of building a asjor the dying and,

in particular, for HIV AIDS sufferers on this lan@ihe Grant was Gazetted
on the 25 December 1999.

However, Willing Pacific (PNG) Pty. Ltd., applied for aTown
SubdivisionLease(“TSL”) in 1991.

A TSL can only be granted for five years. The Rigisultimately gave
Willing Pacific (PNG) Pty. Ltd. aResidential Leaseover the land in
1999, despite the grant to the Sisters of Chagjtthle Land Board.

This Lease was for a 99 year period, despite ttietiat the applicant had
only applied for a five year Lease and that thellaad been granted to the
Sisters of Charity.

In doing so, the Committee concludes that the Regifhhas completely
ignored the Land Board recommendation and has actesvfully.

In the absence of documentary records, how thite $tease came to be
issued is not known but the Committee concludes$ tha issue was
unlawful as the land was Granted to the Siste@Gharity.

The TSL could and should not have issued in thesradss of a Sub-
divisional Plan and the actual provision of infrasture on the land. Only
when those services are established can such a lsa.

Once again, the State has lost land to private éordho benefit, a Lease
has been issued illegally, the Department hasdidaibetake any steps to
rectify the situation, the Land Rental is in ars2aith no attempt to forfeit
the Lease, the Improvement Covenant has not beaplieal with and the

Department of Lands has done nothing to fulfiktistutory duties.

In short, the Department has allowed the Lesseeotdrol the dealing
instead of the Department controlling it.

An Improvement Covenant applied. It required thecton of buildings to

a value of K 2000 “...from the date of registration of the transfeof
the lease from Willing Pacific (PNG) Ltd to Departmt of Foreign
Affairs and Trade....... ". This curious and meaningless covenant

requires the Lessee to do nothing, but enablesttisit on undeveloped
land for 99 years.



50.12.

50.13.

50.14.

50.15.

50.16.

50.17.

50.18.

50.19.

50.20.
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The Committee directed the Secretary to produceieats and records
in respect of this Lease issue by Paras. 39, 404andf the Directive
dated the 8 September 2005. See Schedule 3 to this Report.

The Land Rent records are reasonably complete Hautrécords of the
issue of the Lease and the proceedings of LanddB2@t4 are incomplete
and inadequate. In the view of the Committee thpadenent of Lands
and Physical Planning has again deliberately refuse assist the
Committee in its Inquiry.

The Committee concludes that the Lease issudlliting Pacific (PNG)
Ltd. was given with no reserve price paid to the Stadéh Land Rent
assessed at K 450.00 per annum for the first tamsye which means the
unimproved value of the land was K 45,000.00 —xdreenely low figure.
Even on this valuation, the reserve price shoulehmeen K 27,000.00.

The Committee finds that the issue of this Leasg med transparent and is
attended by illegality. The Lease was not advedtise tendered, but
simply issued in defiance of the Grant by the LBiodrd.

During the course of the Inquiry into the Departneh Lands and
Physical Planning by the Public Accounts Committdtes Committee
received many reports of gross delay by the Departnn answering
correspondence or dealing with the public — paldity in dealing with
matters of complaint or where illegal or suspe@nsactions were
involved.

The Sisters of Mercy have been writing to the Dgpant seeking
rectification of their Grant fofive years and, until recently, received no
response at all.

A letter was finally received from Mr. Daniel Katakb on the 27 June

2005, advising thawilling Pacific (PNG) Ltd had indefeasible title and
that the Sisters should buy the land from that aomgp This statement is
wrong in law. Clearly the Department is not interglto rectify the grant
according to law, but are content to act as aagdat for the Leaseholder.

The Department has failed to action the Land B&anaht in any way. No
letter or publication of the Grant has been madeattempt to forfeit the
land has been made and the legal obligations oBépartment have been
ignored in favour of an unlawful Lessee.

Why this should be the case is a matter for conjectout the Committee
considers that the Departmental failures are ctergiwith either gross
incompetence or corrupt dealings — or both. Whatdhe truth, the
situation is unacceptable and the Committee detaotswill in the
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Department to change the culture of indolence gradhy — unless forced
to do so.

50.21. The Committee makes further recommendations amdred$ in respect of

this matter later in this Report.

51. PART 3 - PERFORMANCE OF THE DEPARTMENT OF LANDS
AND PHYSICAL PLANNING 2002 - MARCH 2006.

51.1.

51.2.

The Committee next examined randomly chosen Grainftate Leases
made during the period 2002 — March 2006 inclysteeestablish the
truth of assertions made to the Committee by trere$ary for Lands and
Physical Planning, that the Department had imprateedgovernance and
systems to eradicate illegal practices.

The Committee cannot detect any improvement inpréormance of the
Department in the control of illegal dealings ootection of the State and
its interests.

52. PORTION 1555 MILINCH GRANVILLE, FOURMIL MORESBY,
NATIONAL CAPITAL DISTRICT.

52.1.

52.2.

52.3.

52.4.

52.5.

52.6.

52.7.

The issue of this State Lease shows that the nwdipea of the past still
exist with no attempt by the Department to stoprthe

This is a large and particularly valuable block lahd at the end of
Chesterfield Street, Ela Beach.

By Gazettal Notice G17 of the 18November 1999, a company called
Kembis Holdings Ltd. was granted arUrban Development Lease
(“UDL”) over the land by Land Board 2012.

The UDL expired after five years — in 2004.

By Gazette Notice G137 dated the™1%eptember2005 Kembis
Holdings Ltd. was granted a renewal of the UDL.STNiotice records the
decision to renew as being made by Land Board Mg&i2004, Item 23.

Land Board Meeting 3/2004 was a Morobe Land Bolaett in Lae. Item
23 is a call for Tender for a Business (Commerdiase over Allotment
72 Section 336 (Tentsiti Settlement) City of Laeprbbe Province,
Tender No. 25/2003.

It was not Portion 1555 Granville.



52.8.

52.9.

52.10.

52.11.

52.12

52.13.

52.14.

52.15.

52.16.

52.17.

52.18.

52.19.

52.20.

92

Legitimate Grants from this Land Board were Gazkettm the 18
September 2004.

The Committee notes that the Gazettal Notice gngritie renewal of the
UDL to Kembis Holdings Ltd. was actually publishadyear later — in
2005.

The Committee cannot locate any Land Board thaidddcany such
renewal.

There was apparently no call for Tender, no tendersitting of a Land
Board, no power to renew, no tender price, no vesgrice and no
compliance with the original UDL.

. The State has been again deprived of a valuabt¢ d&faland with no

advertisement, no tender, no transparency and sie ivalaw.

The State has received no revenue, no Land Remtiha development
has taken place at all on this land.

The Committee notes that the Chairman of the Laadr@® Mr. Francis
Tanga, apparently signed the Gazettal Notice irb2Bi@ has no power to
do so.

This is an unlawful Gazettal, an unlawful Grant amdunlawful issue of a
State Lease.

The Committee concludes that if the Chairman ofLifwed Board did sign
the Notice, he must have known that the matterweasr before the Land
Board and no decision had been made.

This illegal issue was sanctioned by the Departmeith no or no
adequate inquiry into the legality of the purpor@ent.

The Department of Lands and Physical Planning haken no steps to
reverse or remedy this illegal issue and appeartmdtave detected the
illegality at all.

Clearly, the vested interests of a speculator hmen favoured over that
of the State and the citizens of Papua New Guinea.

The Committee concludes that, despite the asswsarfdbe Secretary for
Lands to the effect that the Department of Lands$ Rhysical Planning
had eradicated fraud and maladministration sin@® 28buses continue to
the detriment of the State and citizens of Papua Nainea.
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52.21. The Committee makes findings and referrals in retspkthis matter later

in this Report, but does consider that every offiok the Department
involved in this illegal issue of Lease and the i@han of the Land Board
should be removed from the positions they hold.

53. PORTION 2415 MILINCH GRANVILLE FOURMIL MORESBY, POR T
MORESBY, NCD.

53.1.

53.2.

53.3.

53.4.

53.5.

53.6.

This land is located on the top of Burns Peak.

By decision of the Native Land Commission the lamds and still is
customarily owned.

On the 08 September 2005, the Department of Lands and Rilysic
Planning issued a Licence Numbered 006/2005 SR dongpany called
Global Transfers Ltd to occupy the land and perform “feasibility
studies”. The Licence was issued under the hamdroRomilly Kila Pat.

A Licence can only issue in limited circumstancesard not over
Customary Land. We understand that the license¢alkas an application
to the Physical Planning Board to obtain Town PilagnApproval —
Customary Land cannot be so considered.

This issue of the Licence is unlawful and has beade during the tenure
of the current Secretary for Lands. Appeals from atative Landowners
to the Department resulted in an agreement to wethe Licence, but no
apparent action has occurred since the Appeal odaed in 2005.

Again, the Committee does not accept that changeokaurred in the
Department of Lands since 2002 and that theretdreleep problems of
incompetence, illegality and negligence within Bepartment.

54. PORTION 2399 MILINCH GRANVILLE FOURMIL MORESBY, POR T
MORESBY, NCD

54.1.

54.2.

54.3.

This land is predominately or substantially Custgmaand situate at the
top of Burns Peak.

By Gazette Notice G121 dated the 18/08/2005, edtitNotice under
Section 69 (2) (d) Exemption from Advertisement” the Lands
Department preceded a Grant to Garamut Enterprises

This land was somehow rezoned ‘t®ubdivision Zone” — which is
impossible given that it is still Customary Landirther, the exemption
meant no competitive tender and no revenue to thie.S



55.

54.4.

54.5.

54.6.

54.7.

54.8.

54.9.

54.10.

54.11.

94

Moreover, in the rush to exempt the land, the Dipamt Gazettal notice
actually preceded the Zoning Gazettal, ignored ttltitee month appeal
period and was incorrect in that it related toPadttion 2399 — not just the
southern part which was the subject of the apptingor rezoning.

Once again it seems that Customary Land has beemn giway by a
Department apparently unable to read Plans ande$unaps. This is not
acceptable.

The Landowners have referred this matter to theeSay in August 2005
but have received no response.

The Department does not respond to letters origrsitand the State and
its citizens continue to suffer loss as a resuthi attitude.

The Committee has examined Departmental performancg number of
occasions since 2002 and we have been told of @adsstrategies to
improve the Department and how effective the curstawardship has
been in eliminating abuses.

The Committee does not agree.

We see no change. We see no improvement in perfmenand, we
suspect, no lessening in unlawful allocations ofdes and land. We see
no improvement in revenue collection. We see nongkain the
Departmental failure to protect the State or itets

The Committee does not consider that further qoestg or Directives
will change anything — because the current managecsnnot and will
not do what is required. Significant action is ne@drom the Parliament
to force change on the Department.

PORTION 2228 MILINCH GRANVILLE FOURMIL PORT MORESBY

55.1.

55.2.

55.3.

This particular transaction is addressed laterhis Report, but came
before the Department in 2005 in suspicious cir¢ances.

This land was reserved for the development of a Station. It was taken
from the State and given for no payment to theeSbgtthe Lands Board
and the Department of Lands.

The Committee finds that the agenda for Land Bdz0@5 listed 134
matters. That Land Board sat on thé' and 22° January 1999.
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55.5.

55.6.
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55.8.

55.9.

55.10.

55.11.

55.12.

55.13.
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On the 28 October 1999 the Grant of Business (Light Industrial)
Lease by that Land Board tdomonga Holdings Ltd. was gazetted as
Land Board Itenl35 — an Item which never existed.

Moreover this was State Reserved Land. Any granthefland would
conflict with a Certificate Authorising Occupancy of Land No 2033
granted in 1992, whereby this Portion was handeth¢oOffice of the
Prime Minister to establish a Fire Station.

On the 20 May2005 (during the tenure of Mr. Kimas as Secretary) the
Department of Lands and Physical Planning issuefitade Lease in
respect of Portion 2228 Milinch Granville Fourmilor® Moresby. —
thereby confirming the unlawful Grant made six gebefore, not by a
Land Board but by a forged and fraudulent Gazéitdice.

To compound the Departmental failure, the Commifiees that the
Department had a clear understanding that this t@hzBotice was
fraudulent well before the actual issue of the&Statase in 2005.

Moreover, the Lease issued by the Department shibmwslease as
commencing on the 03/08/1999 but there was no @aaéthat day. The
Lease is false and breaches Sectioh&id Act.

Not only did the Department take no steps to ptaiee position of the
State, but actively connived and abetted the illesgaie of the State Lease
some six years later.

The Committee finds that this transaction is anel&nt example of both
the incompetence of Departmental management taatoitd own staff
and the impunity and immunity with which the Depaental officers
engage in corrupt activity.

The Committee finds that the much vaunted “newesyistand traps” cited
by the Secretary for Lands are either imaginaryiraffective — or
probably both.

By co-incidence, on the day of the Inquiry by then@nittee into this
transaction, this same unimproved block of land adsertised for sale in
the daily National newspaper for K 2.5 million. Nievelopment has
taken place in six years; the State has lost a valyable block of land
and has received no revenue at all from the process

Further, the interests of a private speculator hagain been given
precedence over the legal rights of the State théystates own Officers.
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55.14.

55.15.

55.16.
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The Committee concludes that every Officer involwedhis transaction
up to and including the Secretary of the Departnstioiuld be removed
and referred to the Royal Papua New Guinea FraddAaui-Corruption
Squad for investigation.

Regrettably the Committee must report that thigdemt is not an isolated
one.

The Committee makes further findings and resolgtionrespect of this
incident later in this Report (infra).

PART 4 - ANALYSIS OF LAND BOARDS 1999 — 2005.

56.1.

56.2.

56.3.

56.4.

56.5.

56.6.

56.7.

56.8.

56.9.

56.10.

The Papua New Guinea Land Board is a statutorydoanstituted under
theLand Act

It is arguably one of the most powerful Statutonyitees in Papua New
Guinea.

The Board is responsible for the allocation of Lamdl the consideration
and granting of tenders for State Leases.

As land has become more scarce, so the power anidhfjortance of the
Land Board has increased.

However, at the same time, the quality and tramspar of decision
making and performance by the Land Board has deedea

The performance of the Land Board is integral te dperations of the
Department of Lands and Physical Planning. Almestyhing that goes
to or comes from the Department is considered by #tnd Board.

Equally, matters going to or coming from the LanobBI are considered
and approved or actioned by the Department.

The Committee considers that incompetent or ill@gattices cannot exist
in one of those entities without the co-operationconnivance of the
other.

The Board plays a vital role in the economic depalent of the country.
Membership of the Land Board requires high starslaofl probity,
efficiency, experience and accountability.

The Committee concludes that, in the last decdamepérformance of the
Land Board and certain of its Members have failed meet these
standards.
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The Committee concludes that many of the problerasii@sted in the
Department of Lands and Physical Planning candmetf to the decline in
the performance of the Land Board in the periods1:92003.

In its turn, much of this decline in performancel dronesty was directly
caused by political interference in and pressurghencomposition and
workings of the Land Board.

The Committee chose certain Land Board meetingsratom, to consider
the quality of performance of the Land Board over last ten years.

The Committee concludes that, while the statiststlow a small
improvement in 2004 — 2005, the Land Board is netfquming

adequately, is subject to external influences, iisctly responsible for
illegal dealings and unlawful decision making irspect of Grants of
Lease, fails to understand its role or the law thats required to

administer, fails to comply with procedural requments and seems
unaccountable to and uncontrolled by the Department

The Committee detected a clear pattern of illegatdact by certain
Members — particularly Chairmen - of the Land Boaver a long period
and continuing to the present day.

The Secretary of the Department of Lands and Paly§ltanning in his
evidence before the Committee, agreed with thdirfig.

The Committee is concerned that the Land Board Memlare not
adequately trained or experienced to competentlyy caut their function

and overwhelmingly owe their appointments to pcdditipatronage rather
than merit.

The Committee received into evidence a Handbookh®use of the Land
Board. This is apparently the only training or refece manual available
to the Board. It is the opinion of the Committeattlthe material is
inadequate and outdated.

. The Committee will make further findings and recoemaiations in

respect of the Land Board (infra).

The Committee considered the following randomly sg#ho Land Board
meetings:

57. PAPUA NEW GUINEA LAND BOARD NO. 2005 - ITEMS 130, 131, 132, 133
AND 134.



57.1.

57.2.

57.3.

57.4.

57.5.

57.6.

S57.7.
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This meeting is a good example of the incompetadtaareless approach
taken by Land Boards to the procedural requiremfentiss meetings.

It also clearly shows Departmental failures to oontand Board excesses
by refusing to implement Grants which were unlalyfuinade or, if
implemented, to cancel or forfeit subsequentlyasislieases.

These five items were added to the Land Board agbgdsazette Notice
dated the 20 January 1999 — and the Land Board convened oR1te
and 22 January 1999.

The Committee finds that Section 58 (3) of Liaend Actwas therefore not
complied with and that these five items were untdlyfconsidered. This
Section requires the Land Board to meet not less #even days and not
more than 42 days after the publication of the dgefor a particular
meeting.

The purpose of Section 58 (3) is to give membeh®ipublic knowledge
of and the opportunity to participate in the heguaf any Item and thereby
assures transparency and a maximized return t&ttte from a Grantee
best able to develop the land — not mere specslator

The Grant of Items 132, 133 and 134 were formallzg@azettal at Page
4 of the National Gazette G39 dated thé" March 1999 and three
Business (Commercial) Leasesere issued despite the fact that:

i)  The Agenda items were not lawfully befone Land Board; and

i)  The land was and still is zoned “Open Space” attithe, meaning
that the land was public land and had not been kexVo- this
contravenes Section 67 of thand Act 1996 and

iii)  Allotments 14, 15, 16 and 17 Section 122 Hoholaewest then and
are not now the subject of a registered Plan o¥&uand could not
have been Granted.

Further, Land Board 2005 (which convened on th& &id 23° January
1999) was later the subject of a one page Gazetteen2d' October 1999
which belatedly:

i)  Corrected the description of the land the subjdciieam 131, the
incorrect Grant of which had been Gazetted on #eMarch 1999;
and
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57.10.
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i)  Gazetting the Grant of Business (Light Industrial) Leaseover
Portion 2228 Milinch Granville, Fourmil Moresby tdomonga
Limited, citingltem 135 of the Land Board No. 2005.

The Committee finds that the corrigendum Gazetteldwiully one day
before the Land Board 2005 convened, added justitéms to the agenda
—there was never an Item 135

This grant was unlawful either because of fraudl/@n because it
conflicts with Certificate Authorising Occupancy loéind No. 2033 (S/R)
issued on the 28 November 1993, whereby portion 2228 was handed
over to the Department of Prime Minister and Natidixecutive Council
(PNG Civil Fire Service) for a new fire station.

The State has lost this land by the incompetenceoauption of the
Department of Lands and Physical Planning.

As already stated by the Committee, the Departrh&ateretary, Mr. Pepi
Kimas, despite knowing of these illegalities, has&l nothing to protect
the position of the State, but rather permitteditisee of a State Lease to
Tomonga Ltd in May 2005 — See Para. 34.42 et seq.

PAPUA NEW GUINEA LAND BOARD NO. 2006, (ITEMS 20, 101 AND

102).

58.1.

58.2.

58.3.

58.4.

58.5.

58.6.

The unlawful Grant of Leases over Allotments att®ecl22 Hohola has
been considered earlier in this Report (supra).

The Committee now considers the actions of the LBodrd which
purported to make these Grants of State Lease.

This Land Board granted &usiness (Commercial) Leaseover
Allotments 2 and 3 (now known as Allotment 13 Smetti22 Hohola.).

Allotment 13 Section 122 Hohola was zoned “Openc8pand the grant
contravened the zoning of the land and Sectioh&@¥l Act 1996 That
Section requires State Leases to be consistent aeiting and physical
planning decisions.

Further, the State and the public have been depidand reserved for
public recreation.

Moreover, Allotments 14, 15, 16 and 17 were grartgdLand Board
2005. It can be strongly argued that Allotment Xtl®n 122 Hohola
ceased to exist with the aforementioned Grants ¢weagh there is no
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Plan of Survey of these four allotments — desphelhy three Leases have
been issued.

The Board then considered Items 101 and 102. Itageoh to allocate or
grant the same land to two different applicantsis tand is also Open
Space land and should never have been before el Boall.

Items 101 and 102 comprised applications by the 8GBeking the grant
of two Special Purpose (Park Reserve) Leasewer Allotments 1 and 2
Section 122 Hohola.

These allotments ceased to exist with the registraif Survey Plans Cat
Nos. 49/1867 and 49/1887 on thé"1luly 1990.

Further, another applicant, Virgo No.65 Ltd alsplad for a Grant of the
land. In such circumstances, the respective agmitashould have been
deferred.

Instead, Virgo No 65. Ltd. was grantedasiness (Commercial) Lease
over Allotments 2 and 3 now known as Allotment E:t®n 122 Hohola
and the NCDC was granted tv@pecial Purpose (Park Reserve) Leases
over Allotments 1 and 2 Section 122 Hohola. Theesfthe grant to Virgo
No. 65 Ltd and the NCDC conflict, as both have bgaren different
grants over Allotment 2.

The Registrar has actioned and Gazetted a Grdrmgasfe to Virgo No.65
Ltd when:

i)  The land was Open Space incapable of being grataitiunless the
Open Space classification was revoked — which & mat; and

i)  The grant conflicts with the grant to the NCDC amthing as Open
Space; and

iii)  The State has been wrongfully deprived of land; and
iv) Section 67 of théand Act has been breached.

150 matters were Gazetted for consideration by Land r@a2006.
Nevertheless, by Gazettal notice dated th& ZRptember 1999, a
corrigendum numbered51 to Land Board 2006 was published. This
Grant was for relaxation of the Improvement Coveérarer Allotment 2
Section 429 Hohola.

The corrigendum adding Item 151, was Gazetted er2#{ October 1999
— seven months after the Land Board convened irctM&®99 and one
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month after the Grant in favour of Waim No. 92 Lpadirporting to derive
from Land Board 2006 (Iltem 151) had been Gazefiéd Committee
have established that this was the portion of laridch featured so
prominently in the NPF Inquiry.

The Committees Inquiry into this Land Board has rbegynificantly
impeded by an almost total lack of any relevantords, files or
documents.

The Committee directed the Secretary to produceealbrds, files and
Gazettal Notices relating to the deliberations dadisions of PNG Land
Board 2006 by Directive 2 of thé"SSeptember 2005. See Schedule 3 to
this Report.

The Secretary failed to produce anything.

This Land Board considered 150 matters. It wasbiggest Land Board
ever, yet not a single piece of paper can be faunide Department.

The Committee is concerned at a handwritten notelymed by the
Department, which reads

“Land Board 2006 withdrawn and was not convenedélth at all, when
and how did these items (items 20, 101 and 102)ewsliberatedsic)’

The Committee considers that this comment welktlates the depths to
which the Land Board had sunk by 1999. lllegaityd incompetence
attended the Land Board decision making procességtdetriment of the
State and all citizens of Papua New Guinea.

These excesses were either not noticed by the Degar or were
ignored. That situation still prevails.

The Secretary for Lands, Mr. Pepi Kimas, causedteato be published

in the local media irf2002 stating that 12 illegal Leases had been issued
by the Land Board and the Department. Yet he hbeifto do anything at

all to rectify the situation. When questioned by tBommittee on this
failure, the Secretary proffered no acceptable angdion at all for his
inaction.

In the opinion of the Committee, the Departmentusthde rid of officers
that cannot or will not understand or attend tartteties. The Committee
makes further referrals and recommendations lattris Report.
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PAPUA NEW GUINEA LAND BOARD 2014.

59.1.

59.2.

59.3.

59.4.

59.5.

59.6.

59.7.

59.8.

59.9.

59.10.

59.11.

Sections 58 (1) and (3)and Act clearly prescribe that the Agenda for a
Land Board must be Gazetted not less that seves lefpre the sitting
date of a Land Board.

This Land Board convened on th& Qctober 1999, however the Agenda
for this Board was Gazetted on the"28eptember 1999 — and was
followed by a corrigendum advising an additionalméXters.

This corrigendum was Gazetted on th& S@ptember 1999.

The agendas were unlawfully Gazetted and the LamatdBshould have
been deferred.

Further, Sections 58 (10) and 62 [(lBnd Act prescribe a statutory appeal
period of 28 days commencing from the date of rmatiion. The
notifications were issued on the "2@ctober 1999 — the appeal period
expiring on the 28 November 1999.

Notwithstanding these requirements of law, the Grérom Land Board
2014 were Gazetted on the Rovember 1999. This was unlawful.

The Department of Lands and Physical Planning esasesl the grants
from Land Board 2014 and a total of 27 Grants waaeetted on the #3
December 1999.

However the agenda for Land Board 2014 totalledetlfis — a total of 32
grants were improperly Gazetted on tfeNbvember 1999, of which 19
were included in the subsequent Gazettal on tfel®&ember 1999.

Thirteen Grants were excluded and the status cfetl@rants is uncertain
because they were Gazetted in the 28 day appealdperbut due to the
failure to comply with Section 58]l Grants are invalid.

These unlawful Grants and issues of Leases opegt#te to liability from
Leaseholders or purchasers. This meeting cleahywshthat the Land
Board had no ability to understand the terms oflLthied Act or intention
to obey the law.

The Department of Lands and Physical Planning daiite appreciate the
invalidity of the Grants and has failed to take atgps to rectify the
situation in the last six years.
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59.12. The Committee reiterates its comments made in céspfeLand Board

2006. It makes referrals and recommendations ilatéyis Report.

PAPUA NEW GUINEA LAND BOARD NO. 2017

60.1.

60.2.

60.3.

60.4.

60.5.

60.6.

60.7.

60.8.

60.9.

The Committee finds that this Land Board meetinghis most blatant
example of fraud and criminal activity by the LaBdard and certain of
its Members.

The Committee also finds that the Department ofdsaand Physical
Planning has known of this illegal issue of Leassix years, but has
failed to take any remedial steps at all.

An agenda of 20 items were Gazetted on tHeNdvember 1999 and the
15" November 1999, for a Land Board meeting on th8 Révember
1999.

The meeting was stopped by Mr. Morris Alalaku —ntH@epartmental
Secretary.

A further 17 items were added by Gazettal on fHeD2cember 1999 and
an attempt to reconvene this Land Board meeting st@ygped again by
Mr. Alalaku.

Despite the fact that the Land Board had not mejramt purporting to
derive therefrom was Gazetted on tifelzcember 1999, by which Waim
Ltd. was granted a relaxation of a Improvement gbawt over Allotment
2 Section 429 Hohola. This Gazettal was utterlyawfll. This was the
“NPF land” that featured so prominently in the NIRguiry.

Further, the Chairman Mr. Ralph Guise (dec’d), pred a “Schedule” of
Grants purporting to derive from Land Board 2017 rfeferral to the
Government Printers Office over his own name whemas neither the
Minister nor the Delegate of the Minister.

That “Schedule” was typeset for publication howeveue to Lands
Department intervention, the publication was stappe

Despite the fact that the Land Board did not meet that the bogus
“Schedule” was not printed, the Department of Larasl Physical
Planning subsequently issued at least two titlesnfthis Land Board.
They are:

State Lease Volume 23 Folio 182.
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This was aBusiness (Commercial) Leasassued over Allotment 12
Section 122 Hohola (then “Open Space”) in favouMof Andrew Mald.
Despite the illegality of this issue, it was signef by the Ministers
Delegate and the Registrar of Titles. To the creffihe Department it was
subsequently cancelled.

However, a National Court decision restored the ta Mr. Mald after the
Solicitor General failed to oppose the grant. Cogtse ordered against
the State together with a compensation award aghiesState.

The Committee cannot understand how this resultdcpossibly have
been obtained.

State Lease Volume 23 Folio 132.

This was aBusiness (Commercial) Leas@ver Allotment 5 Section 59
Town of Alotau in favour of PNG Deep Sea Fishing.L®©nce again this
was signed off by the Ministerial delegate andRlegistrar of Titles.

Despite the fact that PNG Land Board 2017 did ne¢tnthat the Gazettal
of the Grants supposedly issuing from that LandrBad not occur, that
the “Schedule” (although not printed) wrongly idé&at the land and that
the Gazettal wasstopped by Departmental intervention, State Lease
Volume 23 Folio 132 comprising Rusiness (Commercial) Leas®ver
Allotment 5 Section 59 Town of Alotau, did issue.

Given Jimmy Maladinas involvement in the companyGPReep Sea
Fisheries Ltd, NPF have lodged a caveat over tbhpesty. However, the
value of a caveat over an unlawfully issued tilenoot.

The Committee finds that certain Departmental @ffic attempted to
intervene and stop the Land Board and to preventilldgal Gazettal and
issue of State Leases.

However, more powerful Officers were intent on aeimg a result for the
Grantees utterly irrespective of the Law.

Once again, no attempt has been made to recoves theds for the State
in the last six years, despite the fact that theecu Secretary knew of the
illegal issue and actually publicized it in the naed

The Committee will make further referrals and reomandations later in
this Report.

PAPUA NEW GUINEA LAND BOARD 2026
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The agenda for this Land Board (convened on th8 ®Ey 2001)
included a total of 31 items Gazetted on thevBay 2001 and a further 14
items Gazetted on the "1 May 2001. A total of 24 grants were ultimately
Gazetted.

Page 4 of the National Gazette G160 dated tH& D8cember 2001
Gazetted the Grant of a Business (Light IndusHiiaiéls) Lease over
Allotment 44 (previously Allotments 9,10,11 and $2ction 7 Granville
in favour of Kakbuk Investments Ltd. and adviseat tiis grant related to
Item 43 of PNG Land Board 2026 — when there were only 8hé.

The Committee cannot find any evidence that a L&whrd ever
considered this matter at all.

The Committee can find no evidence that the Depamtnof Lands
detected this Gazettal or did anything about it.

The Committee reiterates its comments made in céspfeLand Board
2006 (supra). The Department has failed to takesteyys to recover this
land. It failed to take any steps to prevent thiawful issue of the Lease —
in fact it actually issued and registered it.

The Committee makes recommendations and refematsspect of this
purported Grant later in this Report.

PAPUA NEW GUINEA LAND BOARD NO. 2033.

62.1.

62.2.

62.3.

62.4.

62.5.

This Land Board considered 14 items lawfully Gaebtt

Item 14 was an application seeking@asiness (Light Industrial) Lease
over Allotment 16 Section 35 Boroko, the title dfiish had been forfeited
by Gazettal dated the 9January 2002.

This land was exempted from advertisement by Gaizdtited the 31
January 2002 and thence added to the agenda foLath@ Board by
Gazettal on the BFebruary 2002 i.e. all within the 28 day period fo
appeal from a decision to forfeit a title.

The Land Board recommended thaBasiness (Light Industrial) Lease
be granted over Allotment 16 Section 35 Boroko degpe fact that the
land is zoned “Residential” in which case the Gremttravenes Section
67 of theLand Actand despite the fact that the property accommedate
total of 33 houses.

Again, the Land Board has failed to apply the pthoal requirements of
theLand Actand has delivered a Grant which was unlawful.
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62.6. This is one of the few instances where the Departrappears to have

62.7.

intervened and stopped the Grant — at the requésthe original
Leaseholder.

The Committee cannot understand why the Departmewid not do the
same thing in other instances on behalf of theeStat

SUMMARY

63.1.

A comparative précis of Land Board performance riyuthe period from
1993 — 2005 follows:

NO. OF NO. OF ITEMS MEETINGS ITEMS PER
MEETINGS CONSIDERED PER MONTH MEETING
23/26 1267/1283 1.9072. 55/49
16 900 1.34 56
31 1160 ®.5 37
19 723 5d. 38
13 457/ 462 1.09 35/35
6 370 0.50 62
12 1070 a.o 89
5 239 4D 48
6 335 0.50 56
7 262 0.50 37
9 365 0.75 40
8 309 0.60 38
11 490 0.90 45

63.2. The performance of the Land Board from 1999 to 2084 poor.

63.3. In 19 months from August 2000 until April 2002, pril6 Land Board
sittings were scheduled. The downward slide ingrerénce continued
until 2005, when slight improvement is noted in fiet eight months of
the year.

63.4. One sitting was a Special Land Board, five wereviPimal Lands Boards
of which one was deferred and another did not pd&ee and two more -
Meetings 2024 and 2027 - simply disappeared.

63.5. The Land Board convened eight times and consid28@ditems — a poor

performance.
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The Board chaired by Mr. Ralph Guise (dec’'d.) bezarotorious for the
constant unlawful Grants of Land made by it. Than@ottee considers
this reputation to be justified.

Political interference in the composition of thendaBoard has crippled
the Board in recent years. For example, on ttMdy 2004 a new Land
Board was appointed and Gazetted on teJ@ne 2004 — G59 page 3.
That Board lasted five days.

On the & June 2004, that Board was removed and anotherl pdne
Members appointed — National Gazette G64, Pagédt Board lasted 37
days. On the 29 July 2004 another Board was appointed in National
Gazette G87 page 2.

The net result of this instability was a Land Botrdt met only four times
in 2004 and did not meet at all for eight months.

Although the Government has the right to make sagbointments, the
constant renewal process requires the new Boardrettearn the
appropriate processes. During this period, proditgtidrops and the
quality of decision making is poor.

Finally, during research for this Inquiry, it becamvident that the Land
Board in 2005 was dealing with many very old mattdihe huge delay in
bringing matters before the Lands Board inhibitsveli@oment and
commercial sales. In 2005, the Land Board consiti®& applications
which were five years older or more. The oldeseddtack to 1991!

However, the Committee does conclude that the Bwoakd is catching
up on the backlog of tenders waiting for determorat

Also apparent to the Committee were very considerdblays in getting
matters before the Physical Planning Boards. Soutstanding matters
are years old. How can development occur if Zoipglicationsand title
applications or tenders are undecided?

The Committee concludes that at least the followingtters must be
addressed if the Land Board is to work effectively:

i)  Matters been delayed for years before coming toLténed Board.
This needs to be addressed immediately; and

i)  there seems to be no induction, training or resouraterial for new
members of the Land Board; and
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there is no or no adequate Handbook, Standing r®rae
Instructional Manual for members of the Land Boaktbw are
members to learn or understand their roles anasfpiti

The Secretary for Lands was asked to produce altih@oks and
guidelines for the Land Board. The Committee resgiwne slim
volume that in our view would be of limited value any new
member; and

the Secretary and the Department failed to produdeally any
Land Board records at all. There appears to besystem of
preservation or protection of records and it becaiear to the
Committee that neither the Department nor its efScplaced any
value or priority on record keeping. This is a matbf national
importance and should be immediately attendedrno; a

systems to ensure timely and accurate and infodeesion making
by the Land Board must be implemented; and

this Inquiry has shown a failure by the Departmehtands and
Physical Planning to ensure either that Land Badedisions are
implemented at all, to ensure that titles are idsstectly in accord
with Land Board decisions or not issued where thed_Board acts
unlawfully. Further, Leases were issued by the Depent when the
Land Boards had not sat at all. A system of chackssome form of
remedial intervention by the Department must beémented; and

the Committee notes that in 2004 political intezfere in the Land
Board appointments resulted in the appointment hwée Land
Boards in three months and no Land Board sittiog®ifght months.
This should not occur; and

the Department should have a greater ability tosedon or approve
candidates for appointment to the Land Board; and

members should be chosen for their merit, expegietraining and
qualification; and

despite the fact that Departmental officers wer@ngly issuing
titles on the basis of non-existent Land Board slens and despite
the fact that those officers are still employedhia Department, we
see nothing in the material before this Committes# suggests any
action against these persons at all. Disciplinand ariminal
prosecutions should be immediately and forcefufipli?d to these
Officers; and
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xi) itis clear to the Committee that Chairmen oflthed Board have
exceeded their powers and abused their office.Oépartment
appears to have ignored these excesses or notédkhawn about
them. Constant scrutiny and checking (particulaflthe National
Gazette) should occur in the Department and systémeport and
intervention to stop these illegal practices shdaddmplemented;
and

xii) the Committee concludes that the Land Board hakedfato
understand or to comply with Zoning decisions, Riag decisions
or the terms of the Land Act and other Statutesveeit to its
functioning. This lack of resource, training andwihedge must be
addressed.

63.15. The Committee accepts that the Department hasredfeseveral officers
for disciplinary action for minor theft, misrepresgation and breaches of
procedural practices. For this we congratulateDpartment but we find
nothing to suggest that it has tackled the hugedfrand corruption
problems in the Department.

63.16. Despite appearing before this Committee now forryeae see no
improvement at all. What the Committee has heardevery excuse
imaginable to avoid doing the very task that thep&@rtment exists to
perform i.e. manage and advance the National Eatatdiscal position by
controlling Land dealings and acquisition to thedfe of the State and its
citizens.

63.17. The Committee also concludes that there is norappaccountability at
all for that failure.  We do propose to make reomndations for
significant change later in this Report.

63.18. Finally, the Committee gave Notice to Produce doeunts, files and
records pertaining to these Land Board meetings. Sécretary for Lands
produced two files only and claimed to have no résof other Land
Board meetings. The Committee does not accept this.

63.19. The Committee finds that the Department of Lands$ Rhysical Planning
has failed to preserve and store records andditels by the admission of
the Secretary, has allowed Departmental Officersotouptly destroy files
and records of suspect dealings.

64. FAILURE BY THE DEPARTMENT OF LANDS & PHYSICAL PLANN ING
TO CO-OPERATE WITH THE PUBLIC ACCOUNTS COMMITTEE.
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64.7.
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Throughout this Report, the Committee has recomtedistent failures by
the Secretary of the Department of Lands and h&i$ &t either produce in
part or at all documents, files and records whelei@d to do so.

The Secretary did produce some scant records pomes to a Notice to
Produce. A record of that response is annexedisoRaport in Schedule
2.

The Committee extracted a few more documents atézrring the
Secretary for prosecution for failure to comply assliing a Summons to
Produce, but these were incomplete, where they prexduced.

The Committee then referred the Secretary for pusan for failure to

comply with a Summons to Produce and a few moreuments were
delivered to the Committee on the last day of Ingurhese were also
scant and inadequate.

That a Parliamentary Committee should need to refeHead of
Department for prosecution before co-operatiororthtoming (and then
only grudging and partial co-operation) is not gtable.

The duties of a Head of Department toward the Bulccounts
Committee are clearly set out in tReblic Finances (Management) Act
and the Secretary acknowledged that he was awdnesé obligations.

The Committee has made three conclusions from tiadsees. They are:

i)  That the Head of Department has no control ovestaif and cannot
or would not compel them to produce documents @ishghe
Committee; and

i) the Department has failed to preserve, store otteprofiles,
documents and records and has allowed records terbeved or
destroyed; and

iii) as addressed earlier in this Report, the Departuaheitterately and
intentionally failed to co-operate with the Publi&ccounts
Committee Inquiry.

The classes of documents sought by the Commiteeduadamental and
irreplaceable records of the management of Statel L&tate Leases,
proceedings of the Land Board, Zoning decisionanifihg decisions and
other documents of similar type. They should bealitgaavailable and

securely stored.
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The Committee concludes that urgent attentiontrbesgiven to this
problem by Government and makes certain relevamdmenendations in
this Report (infra).

POTENTIAL LIABILITY OF THE STATE

65.1. Throughout this Inquiry and Report the Committeensidered the
potential liability of the State for the failure$ the Department of Lands
and Physical Planning.

65.2.

65.3.

The Committee concludes that the incompetence atrigbt corruption
which has existed in the Department for years hgosed the State to
liability.

That liability may arise in a number of ways, bbe tCommittee has
identified at least the following areas of risk:

)

ii)

The Government must identify and deal with illegaisued State
Leases if credibility is to be restored to the L&tehistration system
in Papua New Guinea. In the event that unlawfuteStaeases are
cancelled or revoked by forfeiture, successors itie, toriginal
Leaseholders and the finance industry may lookéoState for their
remedy.

The Committee concludes that there may be many Statlke Leases
and while the possible extent of State liabilityirknown, it is likely
to be considerable. Section 122 Hohola is an exangbl this
category.

Where State Leases have been issued inconsisteitilyZoning or
Planning decisions, Leaseholders or successoiarmave no valid
Lease at all. Moreover, they have a State Leasandect that may
not allow them to do anything with the Land.

These Leases should never have been issued imgheléce and the
State may have a liability to Leaseholders andrtheccessors in
Title for initial outlay and failed expectation. Am Section 122
Hohola and Portion 1597 Paga Hill are examplesisfdategory.

Banks or other lenders may, in the event that tageeSver cancels
or forfeits illegal grants of State Leases, be ok of their Security
for no reason of their making.

This situation did arise iEmas Estate Development Pty. Ltd.v. The
Secretary for Lands and Physical Planning1993) PNGLR 215 The

State should seek advice from its legal advisetBigwregard.
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In respect of the potential liability of the Statdsing from actions and
decisions of the Department of Lands and Physidainrihg, the
Committee makes certain recommendations laterisnRBport (infra).

66. RELATIONSHIP BETWEEN THE BANKING AND FINANCE INDUST RY
AND THE DEPARTMENT OF LANDS & PHYSICAL PLANNING.

66.1.

66.2.

66.3.

66.4.

66.5.

66.6.

The Committee, having considered the performandbdeDepartment of
Lands and Physical Planning over many years, egptkits concern that
little confidence could be had by the banking aimdrice industry in the
integrity of the Land Registration System in Papleav Guinea, nor in the
value of State Leases as security — given theré&slof the Department to
lawfully issue State Leases or ensure that isstege Seases are lawful.

The Committee questioned the Secretary on thisctophe Secretary
showed little understanding of the importance & Bepartment in this
regard and seemed unable to appreciate that unlédés may not give
any security at all for loans.

The Committee had before it evidence that Bankgeetant to release
original titles to the Department because the Diepamt loses documents
and that Legal firms employ full time clerks to teath the Department
because the level of Departmental performance esygbnse to the public
is poor.

The Committee concludes that a deeper Inquiry esleé into this matter.
The Register should be cleansed of illegal or uhllyvissued State
Leases by a process of forfeiture or cancellation.

This will restore confidence in the system and saes lenders as to the
quality of their security.

The Department needs to address urgently its stdsdé service, security
and competence.

67. THE PERFORMANCE OF THE DEPARTMENT OF LANDS & PHYSIC AL
PLANNING AND NATIONAL ECONOMIC AND SOCIAL
DEVELOPMENT

67.1.

67.2.

The Department of Lands and Physical Planning nesd@ge most
important asset in the country — land.

While the Department only oversees approximately@%he land mass
of the country, that land is the basis of all ecuoim and social
development in Papua New Guinea.
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The Committee cannot find that the Department gabie of competent
management of even this tiny portion of the counBtate land is stolen
from or given away by the Department for no rettonthe State. The
Department of Lands is incompetent in nearly allateas of operation —
particularly in its failure to control its own Offers.

The Committee considers that the Department of £asmthe most crucial
agency in the planned and progressive buildinghefrtational economy
and social development. If land acquisition andettgyment is properly
controlled, the development of wealth, employmemd atherefore
improvement in all social indicators will follow.

The Committee considers that the Department andsabfficers should
be aware of this vital role and be imbued with tagk of competently
managing their statutory tasks.

The Committee concludes that Officers at all levelthe Department of
Lands and Physical Planning lack this understandithneither know nor
care about the important national role that theyutthplay.

Further, the Committee finds that Departmental €@f% do not understand
that they control land dealings — land dealings dealers do not control
the Department. It is not their purpose to do theding of private
speculators at the expense of the State.

Neither is the Department a Real Estate Agent far tinplanned or
random allocation of State Land for no benefithe Btate, either social,
fiscal or developmental.

The Department has declined over the last ten yteass point where it
cannot manage even simple statutory functions k asccollecting Land
Rent. The Department is held in low esteem and itlear to the
Committee that corruption and criminal collusiond@nior managers is an
accepted incident of the Departments functioning.

How then can other employees be expected to perforrany better
standard in the absence of real Leadership?

The Committee considers that this Departmentahtdigration is a matter
of National importance in that economic progresd anprovement is
retarded by the Department.

The State must take immediate action to force ahanghe Department
and this Committee makes further recommendationtbignregard in this
Report (infra).
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68. RESOLUTIONS OF THE COMMITTEE

68.1. The following Resolutions were made unanimously tme Public
Accounts Committee:

1.

The Committee will make a Report to Parliament urtslection 86
(1) (c ) and (d)Public Finances (Management) Act 199%ith
findings and recommendations concerning the Departraf Lands
and Physical Planning.

The Committee concludes that the Department of &aadd
Physical Planning is not functioning to any accblgastandard and
its Management is ineffective. The Department taked to carry
out its duties and has failed to protect the irstiey®f the State and
the citizens of Papua New Guinea.

The Committee concludes that there is an urgerd teeeestaff and
restructure the Department of Lands and Physicarihg and the
Management of that Department. This is a matterNational

importance.

The Committee recommends to the Government thastasse be
sought from foreign aid donors to recruit and re&@{pert managers,
trainers and administrators to assist the Depattnienbecome
functional and effective.

That the Government review relevant statutes ahdppropriate,
amend them to assist the restructuring of the Deyant and to
restore confidence to the Papua New Guinea LandsRatgpn and
administration system.

That the Government immediately commission a Readdressing
potential exposure of the State to claims arisiognf Departmental
actions or inactivity, into revenue losses and m@s$hof collection,
into the recovery of State Land wrongly alienatetd iprivate hands,
into customary land wrongly alienated and presemabf such
lands in the interim.

That the Government immediately commence the psoces

reviewing all State Leases granted by the Land @aad issued and
registered by the Department of Lands and Physizining in the

period 1996 — 2006 with the intention of identifyinhose State
Leases that were unlawfully issued.
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That the Government immediately cancel all Statasks identified
as unlawfully Granted.

That the Government immediately commence the psoces
forfeiting all those State Leases, the Lesseeshiftware in breach
of any Lease Covenant.

That the Government immediately commence recovérmild.and
Rentals outstanding for more than 90 days.

That the Government take immediate action to recBeetion 1597
Paga Hill and declare and preserve that land asmNdtPark.

That the Committee accepts the findings of thed@ftf the Auditor
General for the years 2000 — 2004, and will repmfParliament on
necessary changes to those matters set down 86t (1) (d) (i —
iv) of the Public Finances (Management) Act 1995

To endorse and accept the findings set forth ia.Féd herein.

To accept and endorse the referrals set forthiia. 7@ herein

That the Chairman brief the Minister for Lands be findings and
resolutions of this Committee.

69.1. As to the performance of the Department of Lands Rinysical Planning,
the Committee makes the following findings:

1.

The Committee, on all the evidence before ihdgi that the
Department of Lands and Physical Planning has:

a) failed to protect the State against loss of revetiveugh
failure to collect land Rental in a timely manner &t all). The
losses to the State are very significant ; and

b) failed to forfeit land for unpaid Land Rental ohet breach of
covenant, thereby contributing to loss by the State

c) failed to forfeit or cancel titles to land whichettDepartment
knew or should have known were fraudulently or aptly
issued; and
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d) failed to correct Gazettal notices of issue oksitwhich the
Department knew or ought to have known were fraemiul
forged or otherwise illegal; and

e) failed to take any or any adequate steps to prthecktate and
its land from fraudulent dealings; and

f)  failed to maintain adequate internal controls agstesns to
ensure timely collection of revenue; and

g) failed to action in a timely fashion or at all, oeemendations
or directions of the Auditor General, to the detrirth of the
State; and

h) failed to action adequately or at all, directivesr o
recommendations of the Public Accounts Committeethe
detriment of the State; and

i) failed to perform its Statutory duties under thendlaAct
adequately or at all; and

j)  failed to perform its statutory duties under Bblic Finances
(Management) Actadequately or at all; and

k) failed to protect the State against claims for kmsd damage or
compensation for losses arising from the fraudulsstie of
land titles; and

[) failed to take any or any adequate steps to prabecinterest
of the State or to protect the State against liglalrising from
illegal dealings by Departmental Officers of whidhe
Department was or should have been aware; and

m) failed to control lawfully or at all, the agendasL@and Boards
to ensure that only properly and lawfully availalaed tenders
were considered by the Land Board; and

n) failed, when the Department knew of illegal deaisioor
dealings by the Land Board, to prevent Gazettalillegal
grants or registration of illegally issued Leasey]

0) promoted private interests over those of the Statd its
citizens; and

p) actively tolerated collusion and corrupt practi¢ssits own
staff; and
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exposed the State to claims for loss, damage opensation
arising from land titles fraudulently or unlawfuligsued ; and

failed to take any or any reasonable action toifgettie issue
of fraudulent titles; and

failed to store, keep or protect documents, recdiiks and
correspondence properly, adequately or at all; and

failed to produce documents, records and files wdreered to
do so by the Public Accounts Committee; and

failed to cooperate with the Public Accounts Conteeit and

failed to comply with or to apply the requiremenfghe Land
Act and other Statutes, the administration of wheckthe duty
of the Department; and

permitted staff members corruptly to destroy or aeefiles,
records and documents; and

negligently and unlawfully allowed the transfer $fate and
Reserved Land to private ownership; and

failed to manage properly or at all land allocatipayments,
forfeiture and all other aspects of land managepserd

caused loss to the State by failing to levy acelyabr at all,
tender or reserve prices for land allocation; and

caused loss to the State by failing to levy acelyabr at all,
Land Rental payments to favoured Grantees and heklkss;
and

failed to defend adequately or at all litigationserg from
Departmental mismanagement, illegality or negligerand

failed to establish and maintain a competent sysim
management and accountability; and

failed to properly and adequately account for puhinds and
revenue; and
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failed to implement systems to comply with the teraf the
Public Finance (Management) Act- particularly Section 5
thereof; and

issuedUrban Development Lease®ver Reserved Land with
out requiring compliance with any Lease or Licenceenants;
and

tolerated revocation of certain lands with no lelgagis, to the
detriment of the State; and

failed to read or understand Zoning and Land Ustictions
before issuing Leases; and

failed to maintain Zoning records or Land Use rdsoand
failed to produce same to the Public Accounts Caesti and

issued Leases to more than one recipient overahe dand;
and

gave Public land to speculators at no or no propst or price,
thereby depriving the State of money and assetk; an

failed to carry out Land Board recommendations; and

mm) illegally issued Leases where no Land Board hadeeisat,

nn)

00)

pp)

qq)

deliberated or decided the matter; and
ignored Land Board decisions completely; and

generally become a distrusted, disorganized andoticha
Department incapable and disinterested in perfaymits
function.

failed to respond in a timely manner, or at ati,complaints or
requests for intervention by citizens — particyldr cases of
fraudulent issue of titles; and

that the Secretary and his senior management faélee to
correct abuses which they knew were occurring ( g
Secretary made a clear sworn admission that Hisvgtae paid
by unnamed parties to destroy documents and recomisvas
clearly aware of at least twelve illegal dealingsand); and
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rr)  that the Secretary and his Management allowedesbasd
corrupt dealings to continue with no apparent gteta stop
them; and

ss) that the Department deliberately obstructed thekwadr the
Committee by failing to produce documents and @£avhen
ordered to do so. At best, this failure clearly destrated that
the Secretary has no control over his staff;

That these failures (or any of them) have an imatediand
deleterious effect on the economic developmenhefdountry. The
Department of Lands in its quality of managementhef National
Estate is the most important arm of Governmentfarsas economic
and social development is concerned.

That the failure of the Department to guaranteendditles means
that the finance and Banking Industries can haveardidence in
land as security and investors can have no camfeléhat they have
good title at all.

That the State cannot manage competently even o8%he
landmass which has been alienated. This does g Wwell for the
further mobilization of Customary Land.

That the Department has little credibility in thesimess sector.
Banks will not send titles to the Department beeaigy never get
them back. Missing files and slovenly performancg the
Department is a daily occurrence. This must be ca@able to a
Government which professes policies of economiciigment and
investor confidence.

That the Department has, quite unlawfully, issuglgst to State
Reserved Land and National Parks. Moreover two faiels of
land examined by the Committee showed that thepiesdis of the
tittes had no ability to satisfy Improvement Cowetsa pay Land
Rental or do anything but sell the land for hugefits. The land was
given away to speculators for no benefit to theteéS&and to the
detriment of the public who are deprived of the ofthis land.

That, as a result of mismanagement and malpradbigethe
Department, the State has been deprived of revamde assets.
Failure to collect Land Rentals, failure to levypagpriate prices for
land and the failure to prevent fraudulent dealihgge so deprived
the State for many years.
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That the State has been exposed to significanesoby way of
claims for damages and compensation by personscamgbanies
deprived of titles, granted defeasible titles oowyere otherwise the
victims of fraud or malpractice in the Department.

That the Committee has only discovered a very spait of the

corrupt and negligent practices within the DeparttmeThe

Committee concludes that a much deeper Inquiryeisamted with a
view to a complete restructure of the Departmentraplacement of
the current management

That political interference in the Land Board hasaisly impeded
the work and the effectiveness of that Board.

That the Land Board performance in the period 1998005 has
been poor, but that there has been a slight impnenéin 2005.

That the Land Board requires immediate restructunmth an
emphasis on controlling the actions of Chairmen @manaking the
Board transparent and accountable.

That training and resourcing of the Land Board a®rpand needs
urgent improvement.

That membership of the Land Board should be madslgton merit
and qualification — not political patronage.

The Committee concludes that the Department of &aadd
Physical Planning and its Management are in sustate of failure,
that a recommendation should move to the PublicviGer
Commission and the Parliament to suspend the $egrahs senior
management pending a further Inquiry and theirasghent with
competent senior management or a senior manageeantcharged
with beginning the process of rebuilding the Dempartt.

That the current Government has inherited a Degartravhich is
incompetent and disloyal to the State and its emiiz It is the
product of a decade of political and criminal imihce on
Departmental officers and exists to serve the éstsr of a few.
Honest or competent Officers , seemingly, havkeldr no influence
in the workings of the Department

REFERRALS
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The Committee resolves that the Secretary of thpaRment of Lands
and Physical Planning, Mr. Pepi Kimas, is refertedhe Office of the
Public Prosecutor, the Royal Papua New Guinea @buokiry and the
Office of the Ombudsman for investigation and paolgsprosecution for
the following breaches of tHeublic Finances (Management) Actin that
he:

i) failed to comply with Section 5 (1) (a) inathhe has not complied with
nor ensured that his Department has complied withterms of the
Public Finances (Management) Acgnd

i) failed to comply with Section 5 (1) (b) in that diel not ensure that all
records and accounts relating to the functionshef Department are
properly maintained; and

i) failed to comply with Section 5 (1) (g) in that feled to safeguard
property of the State; and

iii) failed to comply with Section 5 (1) (h) in that $eeaxes or charges for
which the Department is responsible were not ctatbpromptly and to
the fullest extent. This includes Land Rental, reseprice and tender
prices; and

Iv) failed to comply with Section 5 (1) (i) in that &eecharges or taxes for
which the Department was responsible were not weadeat least once
in every year; and

v) failed to comply with Section 5 (1) (j) in that Heiled to submit
information to the Public Accounts Committee whereacted by Notice
and Summons so to do.

The Departmental Secretary is also referred fsciplinary action under
the Public Service General Orders for breachesh@Public Finances
(Management) Actand failure to comply with Notices and Summonses
from the Public Accounts Committee, for which hes halready been
referred.

The Committee refers the Departmental SecretarthéoOffice of the
Public Prosecutor for investigation and possiblespcution for breach of
Section 112 (1) (bPublic Finances (Management) Actn that both
persons refused or willfully neglected to producecuments when
required to do so by the Public Accounts Committee.

The Committee refers the Secretary to the PubligiG&e Commission for
consideration of the imposition of a surcharge urfskection 102 (d), (e)
and/or (g)Public Finances (Management) Act particularly in relation to
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the continuing failure to collect Land Rentals dadprotect State assets,
thereby constituting a deficiency in public monaesl State property.

The Committee refers the Secretary to the PubligiG&e Commission and
the Department of Personal Management for invesigeand possible
disciplinary action under theublic Service(Management) Act 199%nd
General Orders made thereunder for failure to aasesPublic Accounts
Committee and failure to comply with the terms loé Public Finances
(Management) Act See Section 11Bublic Finances (Management)
Act.

The Committee concludes that certain land transastimade by the
Department of Lands and Physical Planning be reflieto the Offices of
the Solicitor General and the Attorney General dppropriate action to
protect the interests of the State. The Paga Hiitl] the twelve illegal
titles identified by the Secretary as fraudulemsisued, those titles issued
on the authority of a non-existent Land Board et examples. At the
very least the Solicitor General may consider cangatitles, pending
further action.

RECOMMENDATIONS;

71.1.

71.2.

71.3.

71.4.

71.5.

The findings and resolutions of the Committeeheceffective, need to be
actioned by the Government, without delay.

Replacement of incompetent Departmental managenmptementation
of competent accounting and control systems, astabént of the precise
number of unlawful Leases issued, establishmetikelfy State Liability,
rectification of the Land Register, return to theat8 of all land either
wrongly allocated or liable to forfeit and+ collext of outstanding Land
Rentals are matters which must be attended to inatedgl

The Committee considers that the Government shiogtitute an further
deeper Inquiry into past land allocations by thep&&ment of Lands and
Physical Planning over the last decade with a vievestablishing the
extent and numbers of corruptly or illegally issUstéte Leases and the
exact number of State Leases that should be eitirezelled or forfeited
for either illegality or breaches of Lease covemant

That Inquiry should be properly resourced and givede terms of
reference. The Committee considers that such anringill require only

a matter of months to complete its wafkit receives assistance from the
Department of Lands staff — which should be enfditwg Government.

Shortage of land for development has significambntributed to the
disintegration of the Department. As land has bexomore valuable, so
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the temptation to acquire it by any means has tes$uh the blatant
malpractices that this Report records.

This motivation, coupled with a nil chance of détat or interference by
the Department has brought the system of land ailme and, more
importantly, security, into contempt.

The Committee also suggests that the system ofriledse and allocation
be reviewed by persons expert in assessing futaeglsnand the role
played by such matters in overall National develepm

We recommend that the Land Board and every facéteobperations of
the Department of Lands Department be given urgdtgntion by
Government in order that the National Estate isgquted from further
depredations and that the State recovers botls$st@aand revenue owed
to it.

More specifically, the Committee concludes that fresent system of
land management requires high standards of horsestycompetence —
attributes that the Department lacks. We commeraviaw of this system

with a view of developing systems of checks anémeds that cannot be
circumvented, to ensure that the Department andlahd Board carry out

their tasks with honesty, competence and pride.

The Committee has found a large number of Miniateexemptions
granted by Departmental officers in very suspicioiisumstances. Such
exemptions should be granted only in exceptionaduanstances — and
then strictly in accordance with the terms of tlaed Act

The exemption given in respect of Lot 10 Section&Gtanville Paga Hill
is a good example. This prime land was removed fiteenDepartment of
Justice, exempted from advertisement and given @ompany with no
apparent assets or ability to develop the blockntofee and in a closed
tender. This land, if it was lawfully offered atl,alvas capable of a
substantial return to the State and there is ndtirege reason for
exempting it from open tender.

Pending further Inquiry or action, we recommendt tiMinisterial
Delegation be removed from the Department entir€he few instances
where such exemptions are legitimately made caitydaes met by the
Minister himself.

The Committee recommends that all the allocatiohsState Land
examined by the Committee in this Inquiry, be imraggly referred to the
Solicitor General for urgent action to prevent dnosther alienation or
dealing in that land, pending further recoveryattvy the Government.



72.

124

71.14. Finally, the Committee states that it only examiree@mall portion of

those transactions referred to it by before andinduthis Inquiry.
However, all transactions reported to the Committdiebe referred to the
appropriate agencies for action as soon as possible

CONCLUSIONS

72.1.

72.2.

72.3.

72.4.

72.5.

The Committee has been deeply concerned by thelatens made
during and as a result of this Inquiry.

That such a vital Government Department could hhaaehed such levels
of incompetence and be so riddled by illegalitypidd be a matter of
profound National concern.

The Department and its officers show every intentdd continuing as
they have for the last decade and clearly havé@eihe capacity nor the
ability to change.

Therefore we conclude that the State must intervatieout any delay to
force reform, in the national interest.

This Committee hopes that this may be the beginoingositive change
for this Department and that our system of landiadtnation becomes a
model of its type for developing nations and wel wige the Parliament
to act quickly and decisively in this regard.
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SCHEDULE ONE

LIST OF WITNESSES

30" April 2003

Names of Witnesses Comments
Mr. Pepi Kimas Secretary, Department of Lands &d#tal
Planning

Mr. Romilly Kila Pat

Deputy Secretary — Corporéte
Regulatory Division

Mr. lan Kundin

Senior Legal Officer and Acting Ham
Resources Manager

Mr Tony Luben

Acting Deputy Secretary — Lands 88%

1°' September 2005

Names of Witnesses Comments
Mr. Pepi Kimas Secretary, Department of Lands &d#tal
Planning

Mr. Francis Tanga

Chairman, PNG Land Board

Dr. Tonges Zanggo

Deputy Chairman, PNG Land Board

Kutt Paonga

Member, PNG Land Board

lan Kundin Manager, Legal Services, DLPP
Gabriel Donump Co-ordinator, Manam resettlement
Darcy Tamia Chief Internal Audit, DLPP

Romilly Kila Pat Deputy Secretary, Operations and

Ministerial Delegate

Gideon Simeon

Manager, Finance

George Oli

Director, Corporate Services

Frend Morove

Acting Executive Officer

24" November 2005

Names of Witnesses Comments
Mr Pepi Kimas Secretary, Department of Lands &gt}
Planning

25" November 2005

Names of Witnesses

Comments of Withesses

Mr Pepi Kimas

Secretary, Department of Lands &ditgt
Planning
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29" November 2005

Names of Witnesses

Comments

Mr Pepi Kimas

Secretary, Department of Lands &d#taf
Planning

28" February 2005

Names of Withesses

Comments

Mr Pepi Kimas

Secretary, Department of Lands & RiaJs
Planning

SCHEDULE TWO

LIST OF EXHIBITS AND DOCUMENTS BEFORE THE INQUIRY

Directive Number

Number of Pages

1

Nil
1-3
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10

11

12

13

1-146

Nil
1-5
1-61
1-64

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil
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16

17

18

18

19

20

21

22

23

27

28

29

34

37

39

40

41

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil
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43

44

45

46

47

53

53

58

59

Nil

Nil

Nil

Nil

Nil
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Miscellaneous Files

No. of files Titles of the files

1 Allotment 1, $iea 122, Hohola - NCD

2. Allotment 2, 8ea 122, Hohola — NCD

3. Allotment 6, 8ea 122, Hohola — NCD

4. Allotment 7, Sea 122, Hohola — NCD

5. Allotment 8, Sen 122, Hohola — NCD

6. Allotment 9, Sen 122, Hohola — NCD

7. Allotment 10, 8en 122, Hohola — NCD

8. Allotment 13, 8en 122, Hohola — NCD DC/122/013
9. Allotment 13, 8en 122, Hohola — NCD: - Virgo No. 65 Ltd
10. Allotment 14, Sent122, Hohola — NCD

11. Allotment 15, Sent122, Hohola - NCD
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Response by Secretary for Lands to “Summonse & Withess”

NO. OF
FILE

APPENDICES

DETAILS

1

Appendices File

Files, records and information relating to the
National Court ruling regarding Portion 08C, M/L

Wasus, F/M Markham Morobe Province cancelling

the State Lease Granted to Piu Land Group
Incorporated and others.

“0111

All files, Directives, and records relating to a
decision to exemption from advertisement
Allotment 16, Section 35, Boroko, Gazetted on
31/01/2002

“0211

All files, directives, and records relating to and
respect of Portion 1597, M/L Granville (Paga Hill

as well as grant of an “Urban development Lease”

and subsequently Business Lease over Portion 1
M/L Granville

597

“04"

All documents and records relating to the

u06n

A detail statement of reasons for the cancellation
a Lease held by the Lutheran church of Papua N¢

%

Guinea and the issue of a State Lease to the Gangla
Landowner company over Portion 109 and 110 M/L

Pommern, F/M Madang

u07u

All files, records and documents showing how th
Ganglau Landowner Company Ltd. obtained a S
Lease over Portion 109 and 110, M/L Pommern
F/M Madang

“10”

A report on all matters referred investigated l»y tk
Governance and compliance unit and the result
each inquiry.

u11)1

A list of all matters referred by the Governancd af
Compliance Unit to the Ombudsman or the Police
and the outcome of each referral or complaint.

[ate
and

Df

-
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INTERNAL AUDIT FILES

NO. OF FILE TITLES OF FILES

1 Brief on unauthorised trip to Manus by Le&3®sordinator,
Islands Regions.

2 Brief on Section 32, Lot 27 Granville

3 Brief on changes to PNG National Land Board & Nadio
Physical Planning Board

4 Report on fraudulent Loan application to Vini FicarCo. Ltd

5 Report on fraudulent Loan application to Muruk Fioa Ltd

6 Report on fraudulent payment of K2,475.00

7 Report on payment of entertainment allowance tméosr
Secretary Guad Zurenuoc, OBE

8 Report on theft K 2,880.00

9 Report on theft of blank cheques

10 Report on abuse of power & position by current Etve
Corporate Services (photocopied from my running) fil

11 Report on Land Board Members — Albert Varina & osheaim
for O/S Land Board entitlements

12 Report on Section 03, Allotment 20 Hohola

13 Report on Section 38, Allotment 14 Hohola

14 Report on discrepancy of office stationery and iture.

15 Brief /report on misuse of hired vehicle hired YWWewak storm
water project

16 Brief / report on State Owned Plantations of AsurapiMangen,
Malagen & Posdam, Madang.

17 Brief / report into State Owned Plantations in Magla

18 Directives for investigations into Land dealingspas PAC
Directives

19 Statement in responses to PAC Directives
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SCHEDULE THREE

COPIES OF DIRECTIVES AND SUMMONSESSSUED.

PERMANENT PARLIAMENTARY COMMITTEE ON PUBLIC ACCOUNT S

Telephone: (675) 327-7783 Parliament House
Facsimile: (675) 327-7474 WAIGANI,
NCD

Papua New Guinea
e-mail:pacparliament@daltron.com.pg

5™ September 2005

Mr. Pepi Kimas

Secretary

Department of Lands & Physical Planning
PO Box 5665

BOROKO, NCD

Fax: 301 3105

Dear Mr. Kimas,

I refer to the Public Accounts Committee inquiry into the Department of Lands &
Physical Planning held on the 1 of September 2005 at the Parliament House.

Having reviewed the Auditor-Generals Report and considering the responses you
verbally gave for a series of questions put to you at the inquiry, the Committee
has unanimously resolved to issue the following directives to be implemented
before the expiration of thirty (30) working days from the date of these
directives;
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The Departmental Secretary will produce all records, files and Gazettal
notices relating to the deliberations and decisions of Papua New Guinea
Land Board No. 2005 in respect of Items 130, 131, 132, 133 and 134
before that Board.

The Departmental Secretary will produce all records, files and Gazettal
notices relating to the deliberations and decisions of Papua New Guinea
Land Board No. 2006 in respect of Items 20, 101 and 102 before that
Board.

The Departmental Secretary will produce all records, files and Gazettal
notices relating to the sittings and deliberations and decisions of Papua
New Guinea Land Board No. 2013 with particular emphasis on the time,
days and locations at which the Land Board convened.

The Departmental Secretary will produce all records, files and Gazettal
notices relating to the sittings and deliberations and decisions of Papua
New Guinea Land Board No. 2014.

The Departmental Secretary will produce all records, files, minutes or
transcripts and gazettal notices relating to the sittings and deliberations
and decisions of Papua New Guinea Land Board No. 2017 with particular
emphasis on the time, days and locations at which this Land Board
convened.

The Departmental Secretary will produce all files, records and other
documents including Gazettal Notices relating to the issue of a Business
(Commercial) Lease over Allotment 12 Section 122 Hohola to Mr. Andrew
Mald.

The Departmental Secretary will produce Land Rent records to the date of
this directive for Allotment 12 Section 122 Hohola including and in
particular, records of all arrears of Land Rent.

The Departmental Secretary will produce records of the reserve or tender
price paid by Mr. Andrew Mald for Allotment 12 Section 122.

The Departmental Secretary will produce all files, records and other
documents relating to the issue of a Business (Commercial) Lease over
Allotment 5 Section 59 Town of Alotau to PNG Deep Sea Fishing Ltd.
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The Departmental Secretary will produce all records of reserve or tender
price paid by PNG Deep Sea Fishing Ltd in respect of Allotment 5 Section
59 Town of Alotau.

The Departmental Secretary will produce all records of land Rent applied
to Allotment 5 Section 59 Town of Alotau.

The Departmental Secretary will produce the final and actual agenda for
PNG Land Board No. 2026.

The Departmental Secretary will produce all Gazettal Notices of grants
made by PNG Land Board No. 2026.

The Departmental Secretary will produce Land Rent records current to the
date of the directive for Allotments 9, 10, 11 and 12 Section 7 Granville.

The Departmental Secretary will produce all records of reserved or tender
price paid by KakbuK Investments Ltd in respect of Allotments 9, 10, and
12 Granville

The Departmental Secretary will produce all documents, files, Gazettal
Notices and records of PNG Land Board No. 2033.

The Departmental Secretary will produce all files, directives, decisions and
other records relating to the exemption from advertisement of Allotment
16 Section 35 Boroko, Gazetted on the 31% January 2002.

The Departmental Secretary will produce records showing the zoning of
Allotment 16 Section 35 Boroko on and from the 27" February 2002 until
the date of this directive.

The Departmental Secretary will produce a record of all litigation in the
National Court of Justice or the Supreme Court either completed or
current arising from or concerning the deliberations and decisions of the
Papua New Guinea Land Board during the period 1997 until the date of
this directive, to which the Department of Lands and Physical Planning,
the Papua New Guinea Land Board, the Secretary for Lands and Physical
Planning or the State is a party.

The Departmental Secretary will produce a list of all damages awards or
Judgments given against the State (however described) arising from
deliberations or decisions of the Papua New Guinea Land Board during the
period from 1997 until the date of this directive.
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The Departmental Secretary will produce records of the Members of each
Land Board from 1991 until the date of this directive with copies of
relevant Gazettal Notices of appointment and revocation.

The Departmental Secretary will produce all records all records showing
zoning of Portion 1597 Milinch Granville from the 22" August 1997 until
the date of this directive.

The Departmental Secretary will produce all records files, minutes and
other documents relating to the hearing and determination of Papua New
Guinea and Board No. 1911 Item 2.

The Departmental Secretary will produce all records of any reserved or
tender price paid by Paga Hill Development Co. Ltd or Paga Hill Land
Holding (PNG) or any other person or entity in respect of Portion 1597 at
any time from August 1997 until the date of this directive.

The Departmental Secretary will produce all records of Land Rental
applied and paid or outstanding in respect of Portion 1597 at any time
from August 1997 until the date of this directive.

The Departmental Secretary will provide a detailed report on all steps
taken to excise or otherwise protect and preserve the interest of Police
Legacy in Portion 1597.

The Departmental Secretary will produce all records of zoning of Section
122 Hohola and in particular Allotment 1 Section 122 Hohola as described
in Survey Plan 49/901 showing revocation and change in that zoning from
1969 until the date of this Directive.

The Departmental Secretary will produce all records of Land Rental
applied and/or outstanding for Allotments numbered 1, 2, 3, 4, 5, 6, 7, 8,
9,10, 11, 12 and 13 Section 122 Hohola.

The Departmental Secretary will produce all records, documents and
accounts of any reserve or tender price paid in respect of Allotments 1, 2,
3,4,5/6,7,8,9,10, 11, 12 and 13 Section 122 Hohola.

The Departmental Secretary will produce a statement of any and all
litigation issued, finalized or current concerning in any way any part of
Section 122 Hohola and to which the Department or the State is a party.
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The Departmental Secretary will produce a detailed statement of reasons
for the cancellation of the Lease held by the Evangelical Lutheran Church
of Papua New Guinea.

The Departmental Secretary will produce a detailed statement or reasons
for the issue of a State Lease to the Ganglau Landowner Company Ltd
over Portions 109 and 110 Madang, Madang Province.

The Departmental Secretary will produce to the Committee all files,
documents, records, minutes or notes whatsoever whether in hard or
printed form or in any electronic media relating to or recording the
process by which the Ganglau Landowner Company Ltd obtained a State
Lease over Portions 109 and 110 Madang, Madang Province.

The Departmental Secretary will produce all Land Rent records for
Portions 109 and 110 Madang, Madang Province for the period 1997 to
the date of this directive.

The Departmental Secretary will produce evidence of any reserve or
tender price paid by the Ganglau Landowner Company Ltd.

The Departmental Secretary will produce all records, files and other
documents relating to the application for and issue of a State Lease over
Allotments 2 and 3 Section 111 Boroko to Bluehaven No. 7 Ltd.

The Departmental Secretary will produce all records of Land Rent and
Land Rent outstanding in relation to Allotments 2 and 3 Section 111
Boroko for the period 1997 to the date of this directive.

The Departmental Secretary will produce all records, accounts, files and
other documents recording the reserve or tender price fixed and/or paid
by Bluehaven No. 7. Ltd in respect of Allotments 2 and 3 Section 111
Boroko.

The Departmental Secretary will produce all files, documents, minutes and
other records relating to or recording the proceedings and decision of
Papua New Guinea Land Board 2014 in relation to an application by the
Sisters of Charity for the grant of a State Lease over Allotment 69 Section
229 Hohola.

The Departmental Secretary will produce all documents, records and files
relating to the grant and issue to Willing Pacific (PNG) Ltd of a State Lease
over Allotment 69 Section 229, Hohola.
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The Departmental Secretary will produce all Land Rent records showing
land Rent paid or owed in respect of Allotment 69 Section 229 Hohola
during the period 1991 to the date of this directive.

The Departmental Secretary will produce all files and records of
correspondence received by or sent to the Department of Lands and
Physical Planning during the period from 1991 until the date of this
directive.

The Departmental Secretary will produce all Departmental files (including
Land Board files) and Gazettal Notices relating to the grant and issue of a
Business (Commercial) Lease to PNG Deep Sea Fishing Ltd over Allotment
5 Section 132 Town of Alotau.

The Departmental Secretary will produce Land Rental statements and
records for this land.

The Departmental Secretary will produce all records of the reserved or
tender price paid to the State by PNG Deep Sea Fishing Ltd.

The Departmental Secretary will produce all valuation reports and/or Land
Rental assessment records for Allotment 5 Section 132, Town of Alotau for
the period 1917 until the date of this directive.

The Departmental Secretary will produce minutes and records of Meeting
No. 08/98 National Physical Planning Board.

Provide to the Committee a confidential report setting out all officers
suspended or terminated from the service of the Department 1997 -
2005, including reasons for that action.

Produce to the Committee the approval from the Department of Finance
for all bank accounts maintained by the Department of Lands and Physical
Planning.

Produce to the Committee the approval by the Department of Finance to
the appointment of Mrs. Lavu Matau as Collector of Public monies.

Produce to the Committee a full and complete list of all advisers,
consultants or contractors appointed or retained by the Department of
Lands and Physical Planning in the last in the period 1999 — 2005.
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Produce to the Committee all applications or tenders made to the
Department for the supply of services, all records of deliberations and
awards of contracts for services made by the Department in the period
1999 - 2005.

Produce to the Committee copies of any written guidelines for the Papua
New Guinea Land Board.

Produce to the Committee any and all correspondence to the office of the
Attorney General or any other Office seeking authority to issue collection
proceedings of outstanding debts.

Produce to the Committee a confidential report showing instances of
threats made to officers of the governance and compliance unit of the
Department of Lands and Physical Planning including the identity of the
person making the threat, the nature of the threat and action taken in
respect of that threat.

Produce to the Committee a report on all matters referred to or
investigated by the governance and compliance unit and the result of
each inquiry.

Produce to the Committee a record of all matters or allegations referred
by the governance and compliance unit to the Ombudsman or the Police
and the outcome of each matter or referral or complaint.

Produce to the Committee a list of all State Land which, in your opinion,
has been illegally or improperly passed into private hands giving brief
reasons for your conclusions, full title references and details of the
recipient(s) and current owners.

Within ten days, from the date of these directives, the Department of
Lands and Physical Planning will respond in writing to all queries,
allegations or matters of inquiry by the Auditor General contained in Audit
Reports dated the 21 March 2005. That response will be delivered to the
Office of the Auditor General and to the Secretary of the Committee.
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You are to implement the above directives within the given time and also you

may contact the Committee Secretariat to clarify any matters that may arise
relating to the directives.

Yours sincerely,

HON. JOHN TONGRI HICKEY, MP
Chairman
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THE NATIONAL PARLIAMENT
OF PAPUA NEW GUINEA

PERMANENT PARLIAMENTARY COMMITTEE ON PUBLIC ACCOUNT S

Telephone: (675) 327-7783 Parliament House
Facsimile: (675) 327-7474 WAIGANI,
NCD

Papua New Guinea
e-mail:pacparliament@daltron.com.pg

22 September 2005
Mr. Pepi Kimas
Secretary
Department of Lands & Physical Planning
PO Box 5665
BOROKO, NCD

Fax: 301 3105

Dear Mr. Kimas,

| refer to the PAC directives issued to you date&kkeptember 2005.

There was an inadvertent error which affected tlires number 43 and 46.

Please amend directives 43 and 46 to reddléstment 5 Section 59 Town of Alotau”

A further additional directive is now being issuedbe implemented together with the
previous directives.

59) The Departmental Secretary will produce a lisbf all Ministerial exemptions
from public advertisement and competitive tender, mde pursuant to Section
69 (2) of the Land Act during the period 2003, 2004nd 2005 identifying the
subject land and the reasons for each exemption.

Yours sincerely,
HON. JOHN HICKEY, MP
Chairman.
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PERMANENT PARLIAMENTARY COMMITTEE ON PUBLIC ACCOUNT S

Telephone: (675) 327-7783 Parliament House
Facsimile: (675) 327-7474 WAIGANI,
NCD

Papua New Guinea
e-mail:pacparliament@daltron.com.pg

INDEPENDENT STATE OF PAPUA NEW GUINEA

Public Finances(Managemen} Act 1995

Act, Sec.89(1)

SUMMONS TO A WITNESS
To:  Mr Pepi Kimas
Secretary
Department of Lands & Physical Planning
P O Box 5665

BOROKO NCD

You are summoned to produce to the Committee oiStwetary of the Committee by
2:00pm todaythe 24" of November 2005 the following books, papers, doents and
articles:-

1. All files, directives, decisions and other retorelating to a decision to exempt
from advertisement Allotment 16 Section 35 Bordgazetted on the $Danuary
2002.

2. All records of any reserve or tender price fggidPaga Hill Development Co. Ltd.

or Paga Hill Land Holding (PNG) Ltd or any othergmn or entity in respect of
Portion 1597 Milinch Granville at any time from Augf 1997 until the date of
this Summons.
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All records of Land Rent applied and paid orstartiding in respect of Portion
1597 Milinch Granville at any time from August 19%intil the date of this
Summons.

All documents and records relating to the gdran Urban Development Lease
and subsequently Business Lease over Portion 15@YcNGranville.

A statement of any and all litigation issuedafized or current concerned in any
way any part of Section 122 Hohola and to which Brepartment of Lands and
Physical Planning is a party.

A detailed statement of reasons for the cartt@ilaof a Lease held by the
Lutheran Church of Papua New Guinea and the is$ue State Lease to the
Ganglau Landowner Company Limited over Portions 408 110 Milinch of
Pommern, Fourmil of Madang, Madang Province — \1@.Folio 113 (previous
Volume 65 Folio 26).

All files, records and documents showing how tBanglau Landowner
Landowner Company Ltd. obtained a State Lease Bwetions 109 and 110
Milinch of Pommern, Fourmil of Madang, Madang Prme — Vol. 12 Folio 113
(previously Vol. 65 Folio 26) and evidence of aegerve or tender price paid by
the Ganglau Landowner Company Ltd. for that land.

All records, files and other documents relatinghi® application for and grant of a
State Lease to Bluehaven No.7 Ltd., payment of l&mil and reserve or tender
price by Bluehaven No.7 Ltd, over Allotments 2 aBdSection 111 Boroko.
And/or Allotment 6 Section 111 Fourmil Boroko — V@I7 Folio 202.

All correspondence from the Department of Lands Bhgsical Planning to the
Office of the Attorney General or any other offiseeking authority to issue
collection proceedings for outstanding debts.

A report on all matters referred to or investegl by the governance and
compliance unit and the result of each inquiry.

A list of all matters referred by the govercaand compliance unit to the
Ombudsman or the Police and the outcome of eaelraébr complaint.

A list of all State Lands which in your opinibas been illegally or improperly
passed into private hands giving brief reasonsyfmur conclusions, full title
references and details of the recipients and cuowners.

You are required to continue in attendance as tdideloy the Committee or the Chairman
of the Committee until your attendance is no lorrgeuired.

Dated: 24 Nevemberonos
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PERMANENT PARLIAMENTARY COMMITTEE ON PUBLIC ACCOUNT S

Telephone: (675) 327-7783 Parliament House
Facsimile: (675) 327-7474 WAIGANI,
NCD

Papua New Guinea
e-mail:pacparliament@daltron.com.pg

22 February 2006
Mr. Pepi Kimas
Secretary
Department of Lands & Physical Planning
PO Box 5665
BOROKO NCD

Fax: 301 3105
Dear Mr. Kimas,

You are to deliver to the Public Accounts Commit8ecretariat on or before the'™4
February 2006, the followings;

1. Confirmation that a Ministerial exemption was givenrespect of Allotment 10
Section 23 Granville Paga Hill and if so in whosedur was the exemption
granted?

2. A written description of all action taken by you t¢ancel/forfeit or otherwise

return Portion 1597 Paga Hill to the State sinee 28" November 2005 and in
particular provide a copy of the Notice to Show smwhich you undertook to
serve within 48 hours of the ®&November 2005 and a statement of the results of
those actions.

3. All letters sent by you or your Department to thiéic@ of the Solicitor General
or the State Solicitor seeking assistance or pesransto commence collection
proceedings for unpaid Land Rental.
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A written description of all action taken by yomesé the 28 November 2005, to

cancel/forfeit or otherwise return the 12 blockdasfd identified by you as being
unlawfully issued in a press release dated th& D@cember 2002, and a
description of the results of those actions.

Name the person or persons who may place “the isgafr my officers in
jeopardy” in respect of cancellation / forfeituretbe Lease over Portion 1597
Paga Hill as stated in your sworn evidence on thBl@ember 2005.

A statement showing why you have not produced decusnrelating to Land
Board 1991 as directed on thé"29ovember 2005?

A statement identifying who manually changed thetakpayable in respect of
Portion 1597 on the face of the Business Lease? dlilhyou not provide this
information within five days as directed on thd"2@ovember 20057

A statement as to why your Department failed tos@ree and produce to this
Committee any documents, records, files or repatarding the issue of the
Business Lease over Portion 15977

A statement clarifying how detailed covenants ia thrban Development Lease
disappeared when the Business Lease was issued.

A statement as to how a Business Lease issuebiveltexh the applicant had failed
to comply with any of the covenants in the Urbarv&epment Lease.

A statement setting out the reasons why you tookatimn to forfeit /cancel the
Lease issued over Portion 1597 for breach of cauamraunpaid Land Rental?

A statement as to why you have not cancelledféited the Lease over Portion
1597 in light of the advice of the Solicitor Gerlei@ the effect that the initial
grant was unlawful?

A statement as to what steps you have taken teegrohe interests of Police
Legacy in portion 1597 since the'™8lovember 2005?

A copy of the report of Mr. Pius Koriawagan intorfRan 1597.
A copy of the written arrangement made betweer_#gssee of Portion 1597 and
Mr. Romilly Kila Pat regarding payment of land Ralnfor that Portion. You are

to contact Mr. Pat and obtain a faxed statemetud #t arrangement.

A statement of the legal basis to allow paymentesfuced or periodic Land
Rental payments.

The agenda for PNG Land Board 3/2004.
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18.  Alist of all grants made by Land Board 4/2004.

19. Copy of all Ministerial exemptions made in respe€tPortion 1555 Milinch
Granville.

20. A statement of all Land Rental outstanding for ylars 2000, 2001, 2002, 2003,
2004 and 2005.

Yours sincerely,

HON. JOHN HICKEY, MP
Chairman
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THE NATIONAL PARLIAMENT
OF PAPUA NEW GUINEA

PUBLIC ACCOUNTS COMMITTEE REPORT
TO PARLIAMENT ON THE INQUIRY
INTO THE DEPARTMENT OF LANDS

AND PHYSICAL PLANNING

PRESENTED ON:
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