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Commissions of Inquiry Act (Chapter 31)

APPOINTMENT OF COMMISSIONER TO A COMMISSION OF INQUIRY

[, Grand Chief Sir Michael Thomas Somare, Prime Minister, by virtue of the powers conferred by Section 2 of the
Commissions of Inquiry Act (Chapter 31) and all other powers me enabling, hereby appoint Maurice Sheehan as Chief
Commissioner and sole Commissioner of the Commission of Inquiry to the Commission of Inquiry into the manage-
ment generally of public monies by the Department of Finance.

Dated this 22nd day of September, 2007.

Sir Michael Thomas SOMARE,
Prime Minister.

Commissions of Inquiry Act (Chapter 31)

COMMISSION OF INQUIRY

into
THE MANAGEMENT GENERALLY OF PURLIC MONIES BY THE DEPARTMENT OF FINANCE

TO: Maurice Shechan, Commissioner
STATEMENT OF CASE

STATEMENT OF CASE ON WHICH THE COMMISSION OF INQUIRY IS ORDERED INTO THE
MANAGEMENT OF PUBLIC MONIES BY THE DEPARTMENT OF FINANCE

A.  The management of the Department of Finance, in particular in relation to the disbursement of public monies, has
received considerable publicity in recent months with the arrest and prosecution by the police of senior officers
of the Department for various offences under the Criminal Code Act (Chapter 262). During this time, the expen-
diture of public monies has given rise to considerable public disquict and debate. Disquiet has principally been in
the manner in which claims for payment of public funds have been made to the Depariment, the method used to
quantify such claims and the authorization for such payments to be made particularly in relation to consent and
default judgments and out-of-court settlements entered against the State.
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Statement of Case on which the Commission of Inquiry is Ordered into the Management of Public Monics by
the Department of Finance:—continued

B. The Department of Finance (the Department) was established under the Public Services (Management) Act 1995,
By notice published in National Gazetre No. G65 of 26th August, 2007, the Head of State, acting on advice of the
National Executive Council, deterinined in accordance with Section 21 of the Public Services (Management) Act
1995 that the Department shall have the following functions:—

(a) toberesponsible for the management of policies, regulations and laws pertaining to the collection and dis-
bursement of public monies;

(6} to administer and provide advice on debt management and foreign aid:
(¢} to formulate and administer the annual estimates of revenue and expenditure;

(d) to control and administer Government revenues.

C. Inthe exercise of its functions, the Department manages and disburses public funds in accordance with the Public
Finances (Management) Act 1995 and the Regulations and Financial Instructions made thereunder.

D. The offices of Attorney-General and Solicitor-General are established under the Attorney-General Act 1989.
Under Section 7 of the Act, the Attorney-General is the principal legal adviser to the Nationa} Executive Council
and, as principal legal advisor, is required to tender legal advice and opinion to the National Executive in accor-
dance with Section 8. Under Section 9 of the Act, the Attorney-General appoints the Solicitor-General whose
primary function is to appear as an advocate for the State in matters coming before the courts in Papua New
Guinea. As part of his function, the Solicitor-General recommends to the Departient matters before the courts
that to be settled out of court or by consent judement.

k. The controversies surrounding the Department, in particular in relation to payments made in satisfaction of
out-of-court settlements, default or consent judgments or other claims against the State, have given rise to
coneerns that the management of the Department particularly since 2000 was not done transparently and in aecor-
dance with good management and accounting practices, and that public monies have been made falsely, fraudulent,
improperly or in a manner not authorized by law.

TERMS OF REFERENCE

KNOW you that I, Grand Chief Sir Michael Thomas Somare, Prime Minister of Papua New Guinea, reposing confi-
dence in your integrity and ability do, by virtue of the powers conferred by Section 2 of the Conumissions of Inquiry
Act (Chapter 31) and all other powers me enabling, hereby:—

(a) appoint you, Maurice Sheehan, to be Chief Commissioner and the Commission is to enquire into and report on
the following matters:—

t. To inquire into the existecnce and extent of illegal, False or improper claims for payment made to the State
and approved or paid by the Department of Finance in the period 2000 - st July, 2006 and to establish:—

(1) the extent of illegal and improper claims; Judgments or out-of-court settlements against the State: and
(1)  the identity(s) of those persons who have made or been paid such claims; and
(1) the value of such claims for each year in the period 2000 - 1st July, 2006; and

tv) the number of illegal, false or improper claims, Judgments or out-of-court settlements approved for
g proper ¢ dg PP
payment by the Departinent of Finance in the period 2000 - 1st July, 2006; and

(v) the number of illegal claims that have been paid by or from the Department of Finance in the period
2000 - ist July, 2006; and

(vi) the amount so paid in each year during the period 2000 - Ist July, 2006; and

(vi1) whether, in the opinion of the Comumnission, the Department of Finance failed to detect and disal-
tow illegal, false or improper claims and if so, how and why those failures occurred; and

(viil) the degree to which the bona fides of each illegal, false or improper claim was investigated by the
Department of Finance before approval and/or payment; and

(ix) the involvement (if any) of officers of the State in the making approval and payment of illegal, false
or improper claims against the State; and

(x) how and by whom such illegal, false or improper claims were approved; and

(xi) the degree and cxtent of involvement of legal firms in the making and payment of illegal claims
against the State; and

(xi1) whether all tax or other imposts arising fromn the payment of illegal, lalse or improper claims,
Judgments or out-of-court sctilements by the State during the period 2000 - st July, 2006, werc
paid either by the State or pavees from the State; and
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Statement of Case on which the Commission of Inquiry is Ordered into the Management of Public Monies by

the Department of Finance:—continied

in complying with these terms of Reference the Commission is to consider all payments made by the Department
of Finance in excess of K300,000.00 during the period 2000 - Ist July, 2006 and identify those payments that the
Hlegal, fraudulent or othenvise improper; and

2.

9.

10.

11,

14,

The Commission is to inquire into all Consent and Default Judgments entered against the State in the period
2000 - 1st July, 2006 and conclude as to the number and value of these Judgments and the circumstances
in which they came to be entered against the State; and

The Commission is to inquire and conclude whether the entry of any Default Judgment was the result of
negligence or failure by any Officer of the State and to make recominendations for action against those
Officers; and

The Commission is to make recommendations for action by the State in respect of Consent and Default
Judgments made against it and the liabilities thereform; and

The Commission is to examine each out-of-court settlement made against or entered into by the State in
the period 2000 - 1st Tuly, 2006 and conclude as to:—

(1)  The facts and circumstances in and by which each out-of-court settlement made; and
(11) The legality of each out-of-court settlement; and
(i11) Whether liability should have been admitted by the State; and

(iv) The involvement of the Offices of the Attorney-General and the Solicitor-General in cach out-of-
court settlement; and

(v) The quantum accepted and agreed by the State and the property and legality of that agreement; and

(vi) Whether the interests of the State have been in respect of any out-of-court scttlement entered into
by the State; and

(vir) What changes should be made to protect the State and public monies from the making or payment
of improper out-of-court settlements; and

To inquire into the systems that protect public monies from illegal claim, to identify the core failures that
have exposed the State to improper liability and allowd public monies to be applied to payment of illegal,
false or improper claims, Judgments and out-of-court settlements and make recommendations to secure or
further protect public monies from such misapplication; and

To inquire into the role of the Department of Finance in screening all claims for payment by the State and
detecting and rejecting illegal, false or improper claims, to establish the extent of Departmental responsi-
bility in this regard and conclude whether the Department of Finance has complied with these obligations;
and

To inquire into the involvement of the Office of the Attormney-General, the Solicitor-General, the
Department of Finance and the Registry of the National Court of Justice in the making and payment of
iilegal, false or improper claims or Judgments against the State in the period 2000 - Ist July, 2006; and

To inquire into and identify the source of monies used to pay all identificd illegal, false and improper
claims and conclude as to the legality of the use of those sources; and

To inquire into and conclude and involvement of legal firms in the making and paying of illegal, false or
improper claims, Judgments or out-of-court settlements against the State; and

Inquire into and identify any improper or illegal involvement in or benefit or payment to any State Officer
made for or in any way arising from false, illegal or improper claims, Judgments or out-of-couit settle-
ments against the State in the period 2000 - Ist luly, 2006; and

To inquire and conclude as to whether the relevant Attorneys-General and Solicitors-General in the period
2000 -~ st July, 20006 have advised and protected the State to an acceptable and competent standard in
negotiating, entering and processing for payment Consent Judgments and out-of-court settiements; and

Make any further recommendations arising from the inquiry; and

Make such referrals for prosecution as the Commission deemns appropriate; and
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Statement of Case on which the Commission of Inquiry is Ordered into the Management of Public Monies by
the Department of Finanee:—confinued

AND I Further direct that the inquiry be held in the National Capital District, or at such other place or places in
Papua New Guinea or elsewhere as to you may appear necessary and expedient.

AND I Further direct that the inquiry shall be held in public, but I approve that you may permit to be given in
private, any evidence that in the course of your inquiry you, in your absolute descretion, consider needs to be given in
private in accordance with Section 2(5) of the Commission of Inquiry Act.

AND I Further direct that you shall commence the inquiry without delay and proceed therein with all dispatch
and render to me your finai report within six (6) months from the date of commencement of hearing.

Dated this 22nd day of September, 2007.

Sir Michael Thomas SOMARE,
Prime Minister.

Commissions of Inquiry Act (Chapter 31)

APPOINTMENT OF COUNSEL TO ASSIST A COMMISSION OF INQUIRY

[, Grand Chief Sir Michael Thomas Somare, Prime Minister, by virtue of the powers conferred by Section 4A(1) of the
Commissions of Inquiry Act (Chapter 31) and all other powers me enabling, hereby appoint Sarea Soi as Counsel to
assist the Commission of Inquiry into the management generally of public monies by the Department of Finance.

Dated this 22nd day of September, 2007.

Sir Michael Thomas SOMARE,
Prime Minister.

Commissions of Inquiry Act (Chapter 31)

APPOINTMENT OF SECRETARY TO ASSIST A COMMISSION OF INQUIRY

L, Grand Chief Sir Michael Thomas Somare, Prime Minister, by virtue of the powers conferred by Section 4A(1) of the
Commissions of Inquiry Act (Chapter 31) and all other powers me enabling, hereby appoint Madaha Maina as Secretary
to assist the Commission of Inquiry into the management generally of public monies by the Department of Finance.

Dated this 22nd day of September, 2007.

Str Michael Thomas SOMARE,
Prime Minister.

Printed and Published by K, Kasah, Government Printer,
Port Moresby.— 544,
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