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.
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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.
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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.



37.

36.18.

36.19.

36.20.

36.21.

36.22.

36.23.

69

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.



