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PUBLIC ACCOUNTS COMMITTEE
COMMISSION DES COMPTES PUBLICS

Thursday 17" November 2021

From: Hon. Matai SEREMAIAH (MP) Chairman
of Public Accounts Committee
Parliament House
PMB 9052, Port — Vila

To: Hon. Simeon SEOULE (MP)
Speaker of Parliament
PMB 9052, Port — Vila

Dear Hon. Speaker,

Submission of the Public Accounts Committee (PAC) Inquiry Report on the Public Private Partnership
Agreement by the Ministry of Agriculture, Livestock, Fisheries, Forestry and Biosecurity and Milai Vanuatu
Limited, Outstanding imprest owed to the Government, revenue collection from the Citizenship programs,
the current financial status of Air Vanuatu, the control of government vehicles by the Government Fleet
management Unit under the Public Service Commission, and the follow up of audit reports of the Office
of the Auditor General on the Vanuatu Shipping Registry and the Parliament of Vanuatu.

In accordance with section 16 of the Expenditure Review and Audit Act [CAP. 241], | am pleased to submit
the Inquiry Report of the Public Accounts Committee accompanying this letter on the above institutions.

PAC conducted this Inquiry in accordance with Section 15 of the Expenditure Review and Audit Act[CAP.
241] which permits the PAC to pursue any concern that arise in respect of the management of public
resources. The Inquiry of the PAC into any matter and including that stated in the attached report complies
with CAP 241.

Pursuant to the Expenditure W‘Q‘R Eqd Audlt ACT [CAP. 241], | am satisfied to submit this report as
Chairman of the Public Accgtint

Your,

Hon. Matai SEREMAIAH, MP- - ,—\\Oc ot
Chairman of Public Accounts Committee

Parliament House, Port Vila — P.M.B. 052 — Téléphone : (678) 22229 — Télécopie : (678) 24530
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Enquiry report into

e the Public Private Partnership Agreement by the Ministry of
Agriculture, Livestock, Fisheries, Forestry and Biosecurity and
Milai Vanuatu Limited,

e the Outstanding imprest owed to the Government,

e the revenue collection from the Citizenship programs,

e the current financial status of the Air Vanuatu,

e the control of government vehicles by the Government Fleet
management Unit under the Public Service Commission, and

e Follow up of audit reports of the Office of the Auditor General on
the Vanuatu Shipping Registry and the Parliament of Vanuatu.

Submitted to the Hon Speaker of Parliament: Hon Seoule Simeon

By the Hon MP PAC Chairman: Hon Matai Seremaiah

Matai SEREMAIAH (MP)

Chairman of the Public Accounts Committee

Dated: 17 November 2021
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Executive Summary
Introduction

This report covers the enquiry of the Public Accounts Committee (PAC) on the following
matters:

e the Public Private Partnership Agreement by the Ministry of Agriculture, Livestock,
Fisheries, Forestry and Biosecurity and Milai Vanuatu Limited,

e the Outstanding imprest owed to the Government,

e the revenue collection from the Citizenship programs,

e the current financial status of Air Vanuatu,

e the control of government vehicles by the Government Fleet management Unit under
the Public Service Commission, and

o follow up of audit reports of the Office of the Auditor General on the Vanuatu Shipping
Registry and the Parliament of VVanuatu.

These matters were part of the Agenda of the PAC second meeting of this year, 2021.

The PAC summoned various government officials and private sector business individuals to
assist with information and ensure timely completion on this enquiry. This includes the request
by PAC, under the Expenditure Review and Audit Act, for specific officials of the government
and government line agencies to respond to the findings and recommendations stated in this
report within 28 days.

Objective

The objective of the investigation was to enquire and report to Parliament on the matters raised
to ensure assurance is provided to the Public on the financial status of the Country especially
during the period of the current crisis that the Country is facing, ensuring continuity of revenue
generation by the citizenship program as one of the major revenue contributors to the
government, control measures in place are adequate within the imprest system and the fleet
management system, and that tenders awarded are in compliance to laws and regulations
governing expenditure and tendering of projects and government procurements etc.

Findings

1) Unlawful use of funds and breach of the PFEM (Public Finance and Economic
Management) Act and the Government Contracts and Tenders Act (GC&T Act).

2) There are huge malpractices within the tender processes on sole source arrangement by
the MALFFB.

3) Due to the SOE, the tenders awarded to certain parties did not adhere to respective
tender procedures and the investigations also revealed that tender procedures were by
passed.

4) Findings from the Citizenship program revealed that the revenue target for the year will
be achieved however; investigations conducted revealed that lack of internal controls
may exist in the procedures in the granting of citizenship and agents at the Commission.

Public Accounts Committee Final Inquiry Report 2021 2
|Page



Public Accounts Committee (PAC) Inquiry Report 12" Legislature

5) Outstanding imprest report showed an uncollected amount of VVt 252,869,117 that must
be collected.

6) Air Vanuatu business viability is highly at risk as a result of huge outstanding debts and
loans accumulated over the years.

7) COM decision number 160 regarding the Vanuatu Shipping Registry is not effectively
implemented.

8) Management of Parliament must implement recommendations following the Audit
report on Parliament.

Conclusion

This report revealed instances of lack or ignorance of internal controls in the government
administrative process including the tendering and procurement processes despite the State of
Emergency situation the Country is faced with.

After the 28 days period, except for the Public Service Commission, we received responses
from the respective institutions and they are provided in the appendices to this report. The
response by PAC to the comments made by these institutions is as follows:

1.1 Milai cattle

PAC acknowledges the response of the Director of the Ministry of Agriculture. However,
despite PAC findings and recommendations, the government continued to engage itself in the
PPPA with Milai as per COM decision number 259 of 2021 (appendix 1 (h)) for another two
years on a sole source arrangement. In addition, despite 784 cattle remaining, COM and DCO
decided to extend the contract knowing very well that the contract has expired, putting into
question, how could a contract that has already expired be renewed?

PAC is concerned with the sole source arrangement, needless to mention, that there are other
partners that could have provided competitive offers.

It is necessary for COM to revisit its decision number 259 of 2021 given that the contract has
already expired.

1.2 Outstanding imprest

PAC acknowledges the response of the Director of the Ministry of Finance. The department of
Finance is currently working on the guidelines and enforcements to improve the system of
outstanding imprests.

1.3 Citizenship programs revenue collection

PAC acknowledges the response of the Secretary of the Citizenship Commission, noting its
efforts to implement the recommendations outlined in the report.

There is a need for an effective risk management strategy and robust IT Support system.
1.4 Air Vanuatu financial status

PAC acknowledges the response of the CEO of Air Vanuatu regarding this report. PAC notes
that the airline has a strategic plan to revamp the airline and that plan includes the purchase of
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two new twin otters. However, PAC reiterates its position for Air Vanuatu to lease rather than
to purchase the aircrafts. The Committee did not receive the strategic business plan 2021-2026

With regards to recruitment procedures of the Foreigner of whom his work permit was not
approved by the department of Labor, while we note the comments of the CEO of Air Vanuatu,
it is worth mentioning that unprofessional practice in the already financially struggling airline
should not have occurred.

As such, there is a need to revisit the continued employment of the CEO.
1.5 Government fleet management
There is no response from the head of agency concerned - Public Service Commission.

1.6 Follow up on Audit reports 2019
1.6.1 Vanuatu Shipping Registry

PAC acknowledges the response of the Director Ministry of Infrastructure and Public Utilities.
It is necessary that COM decision number 160 (appendix 6 (a)), Vanuatu Shipping Registry is
implemented expeditiously. PAC notes that there is bill that will be tabled in this session, which
is part of the COM decision 160.

1.6.2 Parliament Special review

PAC acknowledges the response of the Human Resource Officer under the office of the Clerk
of Parliament. PAC notes the improvements and progress made from the findings and
recommendations in the audit report. However, PAC notes that there are several matters not
responded to.

Recommendations are provided in this report; hence the various respective authorities should
ensure these recommendations are implemented.

The PAC will revisit issues raised in this report.
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Contents

The Public Accounts Committee (PAC) has completed its enquiry into those matters that were
brought to its attention in the PAC second meeting of 2021. The following matters were
enquired into:

the Public Private Partnership Agreement by the Ministry of Agriculture, Livestock,
Fisheries, Forestry and Biosecurity and Milai Vanuatu Limited,

70/30 Subsidy program,

the Outstanding imprest owed to the Government,

the revenue collection from the Citizenship programs,

the current financial status Air Vanuatu,

the control of government vehicles by the Government Fleet management Unit
under the Public Service Commission, and

Follow up of audit reports of the Office of the Auditor General on the Vanuatu
Shipping Registry and the Parliament of VVanuatu.

This report summarizes the findings from the investigation conducted by the Public Accounts
Committee (PAC).
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1. Overview of Investigation
1.1  Background

Included in the agenda of the PAC second meeting of 2021 are:

e the Public Private Partnership Agreement by the Ministry of Agriculture, Livestock,
Fisheries, Forestry and Biosecurity and Milai Vanuatu Limited,

e 70/30 Subsidy program,

e the Outstanding imprest owed to the Government,

e the revenue collection from the Citizenship programs,

e the current financial status Air Vanuatu,

e the control of government vehicles by the Government Fleet management Unit
under the Public Service Commission, and

e Follow up of audit reports of the Office of the Auditor General on the Vanuatu
Shipping Registry and the Parliament of VVanuatu.

The PAC enquired into the above matters to substantiate and confirm concerns raised on these
issues with the relevant responsible authorities through presentations from the responsible
authorities, through the means of public enquiries and with on-site visits for physical
verification of public assets.

The PAC for this legislature came into effect in July 2021, hence crucial work such as this was
necessary.

1.2 PAC Mandate

PAC conducted this enquiry in accordance with Section 14 and 15 of the Expenditure Review
and Audit Act [Cap 241] which gives the PAC the mandate to pursue any concern that arise in
respect of the management of public resources. Therefore, this enquiry complies with CAP
241.

1.3 Objectives of Investigation

The primary objective of the enquiry is to assess and provide assurance to the public on the
management of financial and public resources of the Country and to ensure these resources are
managed and or procured in compliance with tender regulations and laws and that revenue
collections are done as a continuity measure amidst the Covid 19 crisis, etc.

1.4 Scope and Methodology of Investigation

This enquiry covers matters agreed to in the agenda of the second meeting of the PAC and they
include:

e the Public Private Partnership Agreement by the Ministry of Agriculture, Livestock,
Fisheries, Forestry and Biosecurity and Milai Vanuatu Limited,

e 70/30 Subsidy program,

¢ the Outstanding imprest owed to the Government,

e the revenue collection from the Citizenship programs,

e the current financial status Air Vanuatu,

e the control of government vehicles by the Government Fleet management Unit
under the Public Service Commission, and
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e Follow up of audit reports of the Office of the Auditor General on the Vanuatu
Shipping Registry and the Parliament of Vanuatu.

Enquiries conducted by PAC included calling or summoning of witnesses to appear before
PAC. The procedures conducting this enquiry included evidence collected orally and collated
through these witnesses. Some witnesses provided materials and documentations that assisted
the PAC with its investigations.

2. Responses
The report will be forwarded to the Speaker of Parliament.

Pursuant to Section 16(2A) of the Expenditure Review and Audit Act, the following persons
must provide their response to the findings and recommendations made in the report within the
28 days provided to them:

e the Director General of Agriculture,

e the Director General of Finance and Economic Management,

e the Director of Livestock,

e the Secretary General of the Citizenship Commission and Chairman,
e the Director General of the Ministry of Public Utilities,

e the Acting Secretary General of the Public Service Commission, and
e the Clerk of the Vanuatu Parliament

w

Investigations Details and Findings

3.1 Milai Cattle

The Government, through MALFFB, had purchased 1800 herds of cattle for cattle restocking
program by signing a Private, Public Partnership Agreement (PPPA) with Milai in July 2020.
Post TC Harold, over 200 heads were slaughtered and distributed to the people of Sanma
province.

Sequence of events

DATE EVENT KEY FINDINGS
TAKEOUTS
13" July 2020 | PPPA 1. 45,000vt 2. PPPA was signed contrary
agreement per head to Section 3 of CAP 245
was signed plus
: VAT.
See appendix
1(a)
2" November | Meeting
2020 between
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MFEM and

SLO
ot November | SLO advise 1. SLO advised that the
2020 was issued agreement  needed to

See appendix
1(b)

comply with GC&T Act,
however, they must seek
approval from CTB to
utilize regulation 40(9)

2. PAC is of the view that the
advice from SLO was
totally wrong as none of the
schedules attached to the
contract is not of urgent
nature. SLO and even the
CTB could have advised to
pay out the slaughtered
cattle and issue open tender
for the restocking cattle.

12" November | Request by
2020 MALFFB to
CTB
24" November | CTB CTB agreed for MALFFB to
2020 responded to proceed with PPPA, however, “to
request process the outstanding payment

See appendix

1(c)

from August -December 2020 only

26" November
2020

COM
decision

See appendix
1(d)

COM  approved PPPA but
MALFFB did not follow on from
CTB resolution on payment terms

ALL
PAYMENTS
COMPLETED
BY DECMBER
2020

Total contract payment of
VT93,150,000 contrary to CTB
resolution

See appendix 1 (e)
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PAC after receiving information and evidence from GOVT officials in Vila, approved for a
subcommittee to make further enquiries in Santo on the PPPA especially the restocking the
program schedule. The findings of the subcommittee are as follows;

There are more than one big cattle farmer in Santo with available stock to supply such
a contract. E.g., Nitchiku, Peter Colmar, Mount Hope, Kovu Farm etc.

Quotations were sought and issued but was not considered and the suppliers were not
notified of the decision until after the Contract was actually executed. (See appendix 1
)

Out of the balance of 1076 head, Milai has NO sufficient healthy stock to discharge his
obligation as per contract.

Pasture is very poor and cattle are not in good condition for transporting as per VET
Doctor’s professional opinion.

Cattle heads owned by the Vanuatu Government were not even tagged.

Cattle stock was not even assessed prior to entering into the Contract.

Findings

The PPPA was established with good intention by Team MALFFB however, the Government
Contracts Tender Act was breached. The following, in the view of PAC were breached,;

1. Section 3(b) of the GC&T Act states that prior to entering a contract a minister must

ensure the contract is.... Cost effective. PAC finds that there were other cattle suppliers
available in Santo that may have provided a better value for money.

3(d) ofthe GC&T Act states ‘consult with and obtain the advice of the Attorney General
or a Legal practitioner approved by the Attorney General in writing, on the legal
aspects, implications, and appropriateness into the contract; the contract was executed
on the 13" of July and advise was later sought on the 2"¢ of November 2020 and SLO
advise was received on the 12" which is five (months) later

3(f) of the GC&T Act states use a competitive and transparent process when deciding
who to award the contract to of the GC&T Act of the GC&T Act including where
applicable, a tender process as may be described by the ACT. It is clear from PAC
findings that there was nothing urgent in the contract which qualifies for the PPPA to
be cleared using regulation 40(9) and tender process should have been utilized.

3(h) of the GC&T Act states obtain a council minute approving the contract. A council
decision was made on the 24" of December contrary to the requirement of the act.
Again five (5) months later.

PAC is also concerned with how the contract was written. In particular PAC feels that the
contract is more in the Private sector’s interest.

E.g., Schedule A, Part E, of the PPPA “if the Agreement ends, the Private sector may charge
a Grazing fee at its discretion on the Public Sector on fortnightly basis”.

This leaves the government exposed to additional liability, now that the contract has lapsed and
1,076 is yet to be collected. Leaving the grazing fee charge to the ‘discretions’ of Milai is
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totally negligent on the part of the government. Even to this date, PAC nor MALFFB has any
records proving what is available for collection out of the 1,076 heads.

It should also be noted that out of the four (4) schedules in the PPPA only one is executed
which is the cattle restocking. Furthermore, the cattle that were slaughtered were not part of
the PPPA. However more than 200 heads were slaughtered and distributed post TC Harold
which was the rational for SLO to advice to utilize regulation 40(9). PAC concludes that the
agreement falls short of regulation 40(9) thus the tender board should have never resolved for
MALFFB to proceed.

PAC on similar enquiries have found that many government contracts since the beginning of
2020, have been engaged using regulation 40(9). Many DG’s think that during a State of
Emergency under the Disaster Risk Management Act No. 23 of 2019, all laws are suspended,
which is NOT RIGHT.

DG MALFFB on record stated that the reason to make the full payment was because of the
fear that the financial is coming to an end and the budgeted money would be taken back to the
central account, thus they facilitated the payment of the full contract.

Recommendations

For MALFFB to organize removal of the remainder of heads as soon as possible to avoid
exposing the government to additional liability (grazing fee).

1. In the event that Milai does not have sufficient stock to fulfill its obligation to the
contract, MALFFB and SLO have to find avenues to recover the balance of money
being paid already.

2. All cattle procurement for restocking has to go through Open Tender process so that it
is fair to all farmers and best value for money is achieved.

3. PAC notes that the regulations under GCT have been amended, which is encouraging
but GC&T Act and regulations must be fully adhered to ensure best VValue for money
on ALL contracts.

4. CTB and SLO must conduct a workshop on sole source arrangements during stated of
emergencies so that DGs are fully aware of the GCT Act and its relevant regulations so
that to avoid similar events in the future.

5. All government agencies when submitting NPP’s must also submit their procurement
plan.

6. The authorities responsible should be reprimanded from their position for allowing and
placing the government in such an awkward position with respect to the terms and
conditions of the agreement reached.

7. The Office of the Auditor General should substantiate the total costs due and owing to
the Milai instead of shifting the liability to the VVanuatu Government.

8. Such agreements in future should be ceased as this only increased the government’s
liability and does not promote fair trade within the Country especially, in the agriculture
sector.
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Management comments

Response from the Director General of Agriculture, refer to appendix 1 (g).

3.2 Outstanding imprest

Following the presentation of the Auditor General on the major findings and recommendation
from the audit reports on the Ministry of Justice and community services on domestic trip to
Maewo in August 2018 and the Department of Industry on International trip to Fiji in the month
of August 2018 and from the report of the Internal Audit Department of the Ministry of Finance
and Economic Management referred to PAC by the Auditor General, PAC considered these
reports and decided to enquire into Touring Imprest. The enquiry involved following up with
the Department of Finance to ensure controls existing within the government imprest system
are adequate and that all monies due are recovered by the individuals who are responsible.

The staff from the Department of Finance confirmed that huge outstanding remain uncollected
to date, amounting to the sum of Vt 252,869,117. The table showed outstanding imprest by
Agency including an overall figure owed by the constitutional agencies:

Outstanding Imprests as at 12/10/2021 by Ministries and Departments

Line agency Total Advance  Total Deduction Overall Total
Constitutional Agencies 17,283,665 700,920 16,582,745
Ministry of Agriculture, Livestock,Forestry and Biosecurity 40,409,300 1,357,200 39,052,100
Ministry of Climate Change Adaptation, Geohazards, Meteorology and Energy 29,775,735 7,981,215 21,794,520
Ministry of Education & Training 44,536,608 8,258,310 36,278,298
Ministry of Finance and Economic Management 31,898,359 11,275,498 20,622,861
Ministry of Foreign Affairs, International Cooperation and External Trade 3,030,000 800,000 2,230,000
Ministry of Health 34,275,400 3,950,000 30,325,400
Ministry of Infrastructure and Public Utilities 9,485,170 1,273,500 8,211,670
Ministry of Internal Affairs 33,935,210 6,193,147 27,742,063
Ministry of Justice and Social Welfare 12,070,308 785,200 11,285,108
Ministry of Lands, Mines & Water Resources 12,369,000 1,020,460 11,348,540
Ministry of Tourism, Trade, Commerce and Ni-Vanuatu Business 14,628,282 235,000 14,393,282
Ministry of Youth Development & Sports 5,983,650 1,150,000 4,833,650
Prime Ministers Ministry 8,666,880 498,000 8,168,880
Grand Total 298,347,567 45,478,450 252,869,117

Source: MFEM

The main reason for this huge outstanding is the lack of implementation of the regulations
pertaining to imprest which provides for Officials to retire the fund within 10 days after
returning from the official trip and for salary deductions to commence immediately thereafter,
when funds are not retired.

From the audit reports of the Auditor General, it was also noted that Domestic Travel
allowances were not refunded when an official trip is shortened.

Recommendations:
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e It is recommended that the Ministry of Finance should ensure stringent compliance
controls as per the imprest form is implemented to ensure recovery of public funds by
individuals. Officers responsible for this should ensure a proper system is established
to control this if the current imprest system is not adequate and that officers with
outstanding imprest should not be permitted to advance another imprest if the previous
are still outstanding.

e The Department of Finance and Treasure should consult the Ministries and develop a
procedure that should advise the Ministries and the Department of Finance when
officials trips are shortened and allowances relating to the shortened trip be claimed
back from the Official(s) through salary deduction.

The PAC will revisit this matter next year, 2021.

Management comments

Response from the Director of Finance, refer to appendix 2.

3.3 Citizenship programs revenue collections comparison

The 2021 appropriation estimate for the citizenship program stands at VT 11,276,675,457
which is 30% of the estimated expenditure budget of VT 37,548,891,000. Enabled by CAP
112, - the Citizenship Act, - various citizenship programs are there to generate revenue for
Vanuatu to facilitate Vanuatu’s development.

Figure 1: Actual vs Appropriated Revenue from Citizenship Programs from 2014-Sept 29 2021

19/10/202:

Revenue Collection trend 2014 — 29™ of Sept 2021.

f -~ Initial Budgeted Revenue -=- Actual Revenue collected
¢ 15,000,000,000

,000,000

12,000,000,000

| 10,000,000,000

,000,000,000 7

000,000,000

2014 2015 2016 2017 2018 2019 2020 2021

Source: Citizenship office.
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As shown in Figure 1, the revenue collection from Citizenship peaked in 2019 but exceeded
appropriation target in 2020 despite the COVID19 crisis. This year 2021 revenue from the
citizenship programs will likely fall short of the appropriation estimate target of 11.2 billion
vatu but may exceed VT 9 billion.

Agents are licensed by the Citizenship Commission annually to facilitate the Citizenship
Programs and generate government revenue measures. Agents must adhere to the laws of
Vanuatu, particularly the Citizenship Act in the conduct of business.

At the time inquiry, PAC noted that the issue of correspondent bank has also had an adverse
impact on revenue collections from the Citizenship programs. Without an effective risk
management strategy, PAC is concerned that Vanuatu is at risk of losing its most important
revenue generation program in these trying Pandemic times.

Recommendations

e It is recommended that a full audit of the citizenship programs be conducted
immediately by the Office of the Auditor General to ensure that internal controls are
robust and complied with relevant laws and regulations governing the granting of
citizenships.

e The Vanuatu Government through the Ministry of Finance, the Reserve Bank and the
National Bank should urgently develop and implement a risk management strategy to
address the correspondent bank issues and avoid losing Vanuatu Citizenship programs
altogether.

Management comments

Response from the Citizenship Secretary General, refer to appendix 3.

3.4 Air Vanuatu

PAC was concerned about the national airline operation, hence commenced an investigation to
determine the current financial status of the airline. As per the reports produced to date, the
airline is operating with a current creditors balance of VT 1.6 billion and a total of loans of VT
3.9 billion. In order to remain competitive, the Government should consider further annual
grants to the Airline to meet its operational and capital commitments.

During its enquiry, PAC was also made aware of management decisions that had cost the
Airline significant amounts of money. PAC was informed of serious malpractices in the
recruitment of offshore personnel. The Chair of Air Vanuatu Board was aware of the
recruitment decision only after the Chief Executive Officer had already hired and committed
Air Vanuatu into paying the offshore consultant. This now questions the ability of the holder
for the position of the C.E.O to operate already a financially struggling airline.

Recommendations

e Astheairline is not really making a profit and there are already unprofessional practices
in the operation of the airline, it is recommended that a new CEO should be appointed
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to design a strategic and profitable route to improve the airline current financial
standing.

e As part of its corporate strategy, the government should assess the plan for Air Vanuatu
to purchase the planes outright compared with a leasing option while without a strategy,
the leasing option would seem to be a better option.

Management comments

Response from the CEO, refer to appendix 4.

3.5 Government fleet management

The Government through the Public Service Commission is managing its fleet with a total of
over 400 serviced cars/trucks/buses and other vehicles which are maintained in all government
offices in the two urban centers and sub offices in the islands. Between 2018 and 2020, over
VT 200 million is spent annually on maintaining these vehicles including providing operational
costs such as fuel, servicing etc.

Government Fleet Services& Maintenance Costs including fuel 2018-2020

Year Total Costs Services&Maintenance incl.fuel
2018 222,017,879.1
2019 245,065,701.0
2020 274,847,083.3

Source: MFEM

Controls over these are through the GPS systems. Maintenance of this is done by an Officer of
the Commission and where misuses of vehicles are identified and witnessed; such vehicles are
stopped through the GPS system.

Recommendations

e A stricter control measure should be in place for all government vehicles to prevent
excessive use of public money on vehicle usage and maintenance and to promote the
efficiency and sustainability of the vehicles/fleet.

e Reports generated by the GPS should be seriously reviewed and measures taken to
rectify any mishandling of a vehicle.

Management comments

There is no response from the head of agency concern.
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3.6 Follow-up findings and recommendations from audit reports of the Office of the
Auditor General
3.6.1 Vanuatu Shipping Registry services

The audit report on the Vanuatu Shipping Registry services was presented to the PAC
members to consider and follow up on the recommendations which were highlighted in the
report.

The PAC enquired with the Commissioner Vanuatu Maritime Services and the DG of MIPU
on the status of matters referred to in the audit report.

The PAC noted that there was COM decision number 160 on the future of the Shipping
Registry service.

Recommendations

e The MIPU and the MFEM officials should consider the audit report and collaborate
together with the Vanuatu Maritime Services Limited to address issues highlight in
the audit report.

e MIPU and the Commissioner of Maritime Services in collaboration with MFEM
should urgently implement the COM decision no. 160. (See appendix 6 (a))

The PAC will revisit this matter.

Management comments

Response from the Director General of MIPU, refer to appendix 6 (b).

3.6.2 Vanuatu Parliament Special Audit Review for Budget & Expenditure
2019.

The special audit report on Parliament was presented to the PAC to consider the
recommendations highlighted in the report.

The Clerk of the Vanuatu Parliament admitted that the recommendations highlighted in the

report were yet to be implemented and assured PAC that these will be considered. However,
PAC noted that some of the issues will remain as the 2022 appropriation is almost the same
as the 2021 appropriation with no major variations.

Recommendations:

e The Clerk and management of the Vanuatu Parliament should consider and rectify all
the issues highlighted in the report.

e There are issues relating to discipline mentioned in the report and the Parliament
Board should be advised to consider these issues.

The PAC will revisit this matter.
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Management comments

Response from the Human Resource Officer, refer to appendix 6 (c).

4 Statement of Authority
4.1 Authority

The Public Accounts Committee (PAC) is a body enacted by Parliament to scrutinize public
accounts; hence, the PAC has authority to conduct enquiries into administration and
management of public resources and public funds independent of Government in the interest
of Parliament and the people of Vanuatu.

4.2 Unresolved disagreements
PAC is not privy to any disagreements that may exist.
5 Acknowledgments

PAC acknowledges the contributions of the witnesses who responded to the summons. The
members of the PAC, the PAC secretariat and those who assisted the Committee are also duly
acknowledged for their efforts with this enquiry.
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Appendix 1 (b) State Law advice-PPPA

Appendix 1 (c) Tender Board Decision PPPA

Appendix 1 (d)COM Decision No.245 of 2020

Appendix 1 (e)Milai LPO Payment

Appendix 1 (f) Quotations from other cattle farms Nitchiku and Peter Colmar (Valele Trust)
Appendix 1 (g) Response from the Director General of Agriculture
Appendix 1 (h) COM Decision No. 259 of 2021

Appendix 2 Response from the Director of Finance

Appendix 3 Response from the Citizenship Secretary General
Appendix 4 Response from the CEO

Appendix 6 (a) COM decision No. 160

Appendix 6 (b) Response from the Director General of MIPU
Appendix 6 (c) Response from the Human Resource Officer
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Appendix 1 (a) Public-Private Partnership Agreement

Public-Private Partnership Agreement

PUBLIC-PRIVATE PARTNERSHIP

__________ AGREEMENT
DATED: __ /3 July 2020.
BETWEEN

MINISTRY OF AGRICULTURE, LIVESTOCK, FORESTRY, FISHERIES AND
BIOSECURITY, GOVERNMENT OF THE REPUBLIC OF VANUATU

OF
PMB 9095, PORT VILA
AND
MILAI (VANUATU) LIMITED
OF

PO BOX 614, LUGNAVILLE

|
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THE
1

1.4.

Public-Private Partnership Agreement

PUBLIC-PRIVATE PARTNERSHIP AGREEMENT

This Agreement made on /3 July 2020.

BETWEEN Ministry of Agriculture, Livestock, Forestry, Fisheries and Biosecurity,
Government of the Republic of Vanuatu, PMB 9039, Port Vila ("Public
Sector”)

AND Milai (Vanuatu) Limited of PO Box 614, Luganville, Espritu Santo
(“Private Sector”).

WHEREAS

A.  Ministry of Agriculture, Livestock, Forestry, Fisheries and Biosecurity as a responsible

Ministry of Government of the Republic of Vanuatu has a view to enter into an
Agreement with a private sector to promote the industries of livestock, agriculture and
aquaculture of Vanuatu.

Milai (Vanuatu) Limited is a Lessee of Agricultural Leasehold Title 04/2942/002,
04/2944/005, 04/2941/009 and 04/3013/005 of which covers over 5,500 ha in South
Santo, known as “Milai Farm”, and has also a view to enter into an Agreement with the
Government of Vanuatu to promote the industries of livestock, agriculture and
aquaculture of Vanuatu.

Itis intended by the Public Sector and the Private Sector to work together to promote
the overall Agricultural activities in the Republic of Vanuatu.

PARTIES AGREE AS FOLLOWS:
The Public-Private Engagement

This Agreement between the Public Sector and the Private Sector shall be to develop
and manage the Public-Private Partnership in Milai Farm. The projects include:

(a) National restocking programme to compliment the Public Sector’'s immediate
policy and its intention of maintaining level of cattle stock (“Schedule A");

(b) Projects in Livestock, Agriculture and Aquaculture (“Schedule B");

(c) Joint venture on plantation with a view to division of profits between the Public
Sector and Private Sector (“Schedule C"); and

(d) Temporary humanitarian relief project to enhance the food security in the
Cyclone affected islands and assist the Food Security and Agricultural Cluster
(FSAC) in response to Tropical Cyclone Harold (“Schedule D").

Page 1 of 10
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2.2

23

3.1

1.2

1.3:

1.4.

1.5.

1.6.

Public-Private Partnership Agreement

The Public Sector has engaged the Private Sector to work on activities that are
described in the Schedule A, B and C (the “Agreed Activities”) and the Private
Sector has agreed to work together with the Public Sector. )

The Private Sector has offered the land of approximately 200 ha in size located in
Leasehold Title 04/3013/005 for the project that is described in the Schedule D (the
“Humanitarian Project”), and the Public Sector has agreed to use the offered land

temporarily for the purpose of growing necessary food items only.

The Public Sector acknowledges that nothing in this Agreement would result a claim
to any leasehold title owned by the Private Sector.

The Public Sector represents to the Private Sector that the Public Sector has enough
resources and necessary monetary funding in supporting the Agreed Activities and
the Humanitarian Project and is able to support the Agreed Activities and the
Humanitarian Project.

The Private Sector represents to the Public Sector that the Private Sector has

enough land areas and experience in assisting the Agreed Activities.

Duration
This Agreement shall commence on the date of this Agreement and shall continue in

existence for one (1) year with option to renew by every year at discretion of the
Private Sector.

As the Humanitarian Project is only intended to be a temporary relief project to
address the food security issue with the aftermath of Tropical Cyclone Harold, the
Private Sector may elect to renew this Agreement on the Agreed Activities only.

It is mutually understood by the Parties that the Humanitarian Project will not
continue longer than two (2) years from the date of this Agreement unless there is a
written agreement by the Private Sector states otherwise.

Duties
Both Public Sector and Private Sector will;

(a) Pay all amounts payable in accordance with Agreed Activities and
Humanitarian Project;

(b) be just and faithful to each other;

(c) punctually pay and discharge its present and future debts and engagements
in accordance with Agreed Activities and Humanitarian Project; and

(d) During the currency of this Agreement will show the utmost good faith.

Page 2 of 10
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Public-Private Partnership Agreement

4.2

4.3

5.1
5.2

8.2

i------sllllm
) - ‘ ENN
o

Breaches and Termination

If the Public Sector fails to perform its responsibilities and obligations as per the

Agreed Activities and Humanitarian Project or breaches any of the provisions of this

Agreement and fails to remedy the breach within 14 days of being requested by the

Private Sector so to do, the Private Sector may at the Private Sector's absolute

discretion terminate this Agreement by giving written notice to the Public Sector to

that effect.

Upon termination through breach or expiry of the Agreement, the Public Sector must

immediately:

(a)  cease the Agreed Activities and Humanitarian Project;

(b)  return any area of Milai farm used for the Agreed Activities and Humanitarian
Project in good order and condition, except for reasonable wear and tear: and

(c) be financially responsible for any recovery activities to bring the Milai Farm
back to its status before the commencement of the Agreed Activities and
Humanitarian Project.

The Private Sector may in the event of breach, as an additional remedy to

termination, claim damages from the Public Sector for any loss or damage which the

Private Sector might thereby suffer.

Co-Operation and Good faith

The parties will in all their dealings with each other act reasonably and in good faith.

Nothing in this clause prevents the Private Sector from exercising any of the Private

Sector's rights in the event of breach by the Public Sector.

Limitation of Liability

The Public Sector acknowledges to the Private Sector and it is hereby expressly

agreed that the Private Sector will not be liable to the Public Sector for any loss or

damage (including loss of profits and consequential damage) suffered by the Public

Sector as a direct or indirect consequence of this Public-Private Partnership.

Whole Agreement

This Agreement represents the whole of the terms of the Public-Private Partnership

between the Public Sector and the Private Sector and all representations,

undertakings, prior agreements or arrangements are expressly excluded.

General

All modifications to this Agreement must be in writing and be signed by duly

authorised representatives of both parties.

This Agreement may not be assigned or transferred by either party without the prior

written consent of the other.

Page 3 of 10
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8.3

8.4

9.2

9.3

10
10.1

10.2

Public-Private Partnership Agreement

Each party has had the opportunity before signing this Agreement to obtain separate
and independent legal advice as to the effect of this Agreement upon that party.

Any waiver of any right or entitlement under this Agreement must be in writing signed
by the party waiving that right or entitlement.

No Waiver

The failure of a Party at any time to require full or partial performance of any
provision of this Agreement will not affect in any way the full right of that Party to
require that performance subsequently.

The waiver by any Party of a breach of a provision of this Agreement will not be
deemed a waiver of all or part of that provision or of any other provision or of the right
of that Party to avail itself of its rights subsequently.

Any waiver of a breach of this Agreement will be in writing signed by the Party
granting the waiver, and will be effective only to the extent specifically set out in that
waiver.

Jurisdiction and Proper Law

The both parties acknowledge that this Agreement shall be governed by the laws of
the Republic of Vanuatu without regard to French Laws. If any provision in the
Agreement is held by any court to be invalid, void or unenforceable, the remaining
provisions shall nevertheless continue in full force and effect.

The parties acknowledge all the provisions are reasonable in all the circumstances
and that each provision is and will be deemed to be severable and independent.

Page 4 of 10
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Public-Private Partnership Agreement

EXECUTED AS AN AGREEMENT

SIGNED, SEALED AND DELIVERED for )
and on behalf of the Government of )
Republic of Vanuatu represented by the )
Ministry of Agriculture, Livestock, Forestry, )
Fisheries and Biosecurity of the Republic of)
Vanuatu by: )

/_2 <_

«
l LS

EXECUTED BY

Signature of Witness ; Authonsed Réphevé’{ o
& LR ED SJ\d
Print Name: /.o~y (Lo 7 Print Nam‘e LS,

JOHN WO&J

)
MILAI (VANUATU) LIMITED )
)

in the presence of: s
T Director
L p————— Print Name:

Print Name: 7, = (Ee_

= s EEEEEEEEEEBEEEBEEEEEEEE
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Public-Private Partnership Agreement

SCHEDULE A

NATIONAL RESTOCKING PROGRAM

Part A -- NATIONAL RESTOCKING PROGRAM

The National Restocking Program is to enhance the cattle industry in the Republic of
Vanuatu. The Public Sector has a goal to increase the numbers of national cattle stock to
by 2025.

Part B - PURPOSE

"The Purpose of this Schedule A is for the Public Sector to purchase cattle stock from the

Private Sector as an asset for the purpose of the National Restocking Program as an
agenda for the Department of Livestock.

Part C - PURCHASE PRICE

The Public Sector acknowledges to purchase cow and/or cattle at minimum VT 45,000.00 for

the purpose of enhancing the livestock industry, subject to market review by the Private
Sector.

Part D — MINIMUM PURCHASE

The Public Sector commits to purchase at least one-hundred-fifty (150) cow or cattle from

the Private Sector per month during the tenure of the Agreement unless otherwise agreed by
the both Parties.

Part E —- GRAZING FEES

In the event the Public Sector leaves the purchased cow and/or cattle at the Milai Farm, the
Private Sector will take the responsibility of grazing during the tenure of the Agreement.

If the Agreement ends, the Private Sector may charge a Grazing Fees at its discretion on the
Public Sector on fortnightly basis.

<]
Signed by the Public Sector: “j\;”i\/
)

Signed by the Private Sector: f;@& S

.‘:'/"’-
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Public-Private Partnership Agreement

SCHEDULE B

PROJECTS IN AGRICULTURE, LIVESTOCK
AND AQUACULTURE

Part A - PROJECTS

The Parties agree that there may be need for an input from the Public Sector at the Milai
Farm for the purpose of enhancing the production sectors.

Part B - INPUT

The input of the Public Sector have been identified below, but can be added by mutual
consent in writing of the both Parties:-

1. Improving pasture on soil; and
2. Genetic improvement of beef cattle.

Part C - LOCATION

The location of the projects will be decided at the sole discretion of the Private Sector in
consultation with the Public Sector.

Part D — NO CONSIDERATION

The Public Sector will not pass on any charges or fees to the Private Sector for the purpose
of operating the projects in this Schedule.

The Private Sector will not charge any rent to the Public Sector for the purpose of using the
Milai Farm for the purpose of the projects identified in this Schedule.

,,,."' - i 3 7
Signed by the Public Sector: \:é}’

[

Signed by the Private Sector: gl farf
/ et [/A“‘é
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Public-Private Partnership Agreement

SCHEDULE C

JOINT VENTURE OF PLANTATION

Part A~ JOINT VENTURE OF PLANTATION

The Parties agree that there may be a commercial and beneficial relationship between the
Parties to commence a Joint Venture of plantation that may include but not limited to: Kava,
Kumala, Manoc and Taro.

Part B - PARTICIPATION INTEREST

For the purpose of Joint Venture, the Public Sector will fund all initial costs and ongoing
costs of planting, growing and harvesting the plantation in consideration for the Private
Sector providing the land for the purpose of Joint Venture.

Therefore, Each Party’s Participation Interest will be equal.

Part C - LOCATION

The location of the any Joint Venture under this Schedule will be decided at the sole
discretion of the Private Sector in consultation with the Public Sector.

Part D - PROFITS

The Partners will be entitled to the net profits of the Joint Venture in proportion to their
respective Participation Interests, being equal interests.

Part E - DISSOLUTION

In the event the Agreement comes to an end, or terminated, the Parties agree that fruits (or
plants) from the respective plantation/s under this Schedule will be sold and distributed in
accordance with Part D of this Schedule.

Signed by the Private Sector: . Lot
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Public-Private Partnership Agreement

SCHEDULED

TEMPORARY HUMANITARIAN RELIEF PROJECT

Part A ~ PARTIES’ REPRESENTATIONS FOR TEMPORARY HUMANITARIAN RELIEF
PROJECT

The Public Sector represents to the Private Sector, in recognition of the Private Sector's
gesture of good will that the Public Sector will take ultimate responsibility over use of land
area including but not limited to: growing, harvesting, transporting the vegetables and paying
any associated expenses.

The Private Sector represents to the Public Sector that the Private Sector will take its best
endeavour to have the land available for the Public Sector to use for this Humanitarian
Project by paying annual land rents when due.

Part B - RESPONSIBILITIES

The Public Sector will be responsible for:-

1. installation, usage and/or discharge of any essential items and/or services, including but
not limited to: house, electricity connection and water sanitation;

2. vegetables grown as a result of the use of Land, including but not limited to: growing,
maintaining, harvesting and transporting;

3. any resource and/or people for using the Land, including but not limited to: general
welfare and/or health; and

4. any expenses incurred by the Private Sector for letting and assisting the Public Sector to
use its Land, excluding the annual land rent.

Part C - LOCATION & AUTHORIZED OFFICER

The location of this Humanitarian Project under this Schedule will be decided at the sole
discretion of the Private Sector in consultation with the Public Sector.

Both Parties agree that Mr Peter Napwatt, the Chief Executive Officer of Vanuatu
Agricultural College, will act and direct the use of land for and on behalf of the Public Sector.
In case Mr Napwatt is unable to discharge his duties, the Public Sector must seek the
Private Sector's agreement before appointing another officer for the purpose of acting and
directing the use of land.

Vav/s Page 9 of 10
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Public-Private Partnership Agreement

Part D - DURATION

As per Clause 2.3 in the Agreement, the Partners understand this Humanitarian Project will
last for maximum of two (2) years. However, the Duration can be longer if the Private Sector

agrees otherwise in writing.

Part E - RIGHTS

In consideration for taking ultimate responsibilities, the Public Sector will have sole rights and
discretions to sell, distribute and/or supply the food items grown from the Humanitarian Project.

.:,’f:ﬁ ;
Signed by the Public Sector: ﬂ_:::%

P

Signed by the Private Sector:

Page 10 of 10
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Appendix 1 (b) State Law advice-PPPA

Our reference
AG 013509/AG-akl|

Your reference .
Republic of Vanuatu

State Law Office

th Rue Emmanuel Brunet
09™ November 2020 Port Vila
L. ” Private Mail Bag 9048

Hon. Minister of Finance And Port Vila
Economic Management — (678) 22362
Mr. Johnny Koanapo Rasou facsimile (678) 25473

e . email att.gen@vanuatu.gov.vu
Ministry of Finance
Port Vila
Dear Sir,

ADVICE PUBLIC-PRIVATE PARTNERSHIP AGREEMENENT

Classification Confidential
Priority Urgent

We refer to a meeting held at the Office of the Ministry of Finance and Economic
Management (MFEM) on 02" November 2020. Present and thé meeting was Richard
Kalses from the Ministry of Agriculture, Mr. Arua Nafuki from MFEM and two (2)
representatives of Milai (Vanuatu) Limited (hereinafter Milai).

The matter considered at the meeting was the Public Private Partnership Agreement
(PPPA) signed between the Ministry of Agriculture, Livestock, Forestry Fisheries and
Biosecurity (MALFFB) and Milai dated 13 July 2020.

Amongst other things the PPPA was intended to address;
(i) national restocking program, projects in livestock, Agriculture and Aquaculture,
(i) joint venture plantation with a view to division of profits between public and private and
(iii) temporary humanitarian relief project to enhance food security and Agriculture cluster
(FSAC) in response to Tropical Cyclone Harold.

Whilst the cost of implementing the PPPA far exceeds the threshoid (10 million Vatu)
provided for under the Government Contracts and Tenders [Cap 245] (GCT Act), we are
informed that Milai has voluntarily done some concessions to the PPPA to reduce the
actual costs of the PPPA to below the 10 million threshold required by the GTC Act.
However, despite the reduction of the actual amount involve, it must be noted that the
GTC Act refers to “Value” and “Consideration” of the contract as opposed to the actual
costs or expenditure incurred or to be incurred under a contract.

Under section 3 of the GCT Act any Government Contract where the consideration in relation
to any contract, arrangement, franchise or concession is VT 10,000,000 or above would, amongst
other things, need to be sourced through the tender process as prescribed by the GCT Act.

Despite section 3 of the GCT Act, the PPPA was entered into without it going through the
tender process provided for by the GCT Act. Our advice is sought on the legality of the
PPA in light of the fact that payment under the PPPA from the Ministry of Agriculture is

IMPORTANT NOTE  This letter may be
(‘(mfd(mh"i md unnms matmo’ which

by the named addre
)r:v;toqv L»numm
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now due and payable to Milai. The Government of Vanuatu through the Ministry of
Agriculture will not facilitate payment to Milai unless and until the legality of the PPPA is
cleared.

OUR ADVICE

In the aftermath of Tropical Cyclone Harold, the government had to respond to the
disaster caused by the cyclone. The response needed to be quick given the serious
damage caused by the cyclone and government response involved the government
having to spent millions of vatu which in the normal circumstances would have to comply
with sections 4 to 8 of the tender process under the GCT Act. Given the insufficient time
for tender process to be adhered to by the government, most of the decision by the
government in response to TC Harold was made through the sole source provided for by
the GCT Act through the regulation order no 40 of 1999. Section 9 of the regulation order
provides;

“9. (1) In the case of emergency, the Tenders Board may choose to recommend a
Government Contract to the Council of Ministers without following the procedure set
out in sections 4 to 8. This may only be done when the urgency of the expenditure
does not allow sufficient time for the full tender process to be carried out.”

(2) Government Contracts funded by foreign donors or other organisations are
subject to the provisions of these Regulations, unless they are inconsistent with any
requirements of the funding agency.”

(3). Where the provisions of these Regulations are not followed due to
subsections (1) or (2), the Tenders Board must outline in their report to the Council
of Ministers the exceptional reasons for following a different process.”

A number of expenditures incurred by the government was done through the sole source
under the section 9 of the Regulation which expenditure was later approved by the
Council of Ministers.

We note that the PPPA was entered into on or about 13 July 2020 some three (3) months
after TC Harold. We are also informed that the PPPA was entered into by the MALFFB
and Milai as part of the government’s response to the aftermath of TC Harold and should
be so treated. In light of the above and given that the PPA is considered as part of the
government expenditure in response to TC Harold, the PPA should be treated as having
been sourced through the sole source under section 9 of the Regulation order. Such
would require the matter to be brought before the Tenders Board and a request for sole
sourcing under section 9 of the Regulation order be made by the relevant government
institution.

Please contact this office with any queries you may have.

Attorney
General

Arnold Kiel LOUG
Attorney General
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Cc:  Hon. Prime Minister Mr. Bob Loughman Weibur
5 Hon. Minister of Finance & Economic Management
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Appendix 1 (c) Tender Board Decision PPPA

GOUVERNEMENT DE GOVERNMENT OF THE
LA REPUBLIQUE DE VANUATU REPUBLIC OF VANUATU

MINISTERE DES FINANCES ET DE
LA GESTION ECONOMIQUE

MINISTRY OF FINANCE AND
ECONOMIC MANAGEMENT

SAC POSTAL PRIVE 9058, PORT
VILA, VANUATU

PRIVATE MAIL BAG 9058, PORT
VILA, VANUATU

TEL: (678) 23032 FAX: (678)26884 TEL:(678) 23032 FAX: (678)26884

OFFICE OF THE CENTRAL TENDERS BOARD
Tuesday, 24" November 2020

Mr Moses John Amos
Director General

Ministry of Agriculture, Livestock, Forestry, Fisheries and Biosecurity
Port Vila

Dear Sir,

Re: Urgent Application sought for Board Consideration and to Approve MALFFB Request
for Milai Vanuatu Limited as Sole Source Pursuant to the Signed Public Private
Partnership

I acknowledge receipt of your letter dated 12 November 2020 with regards to the above-mentioned
subject in which you requested the Central Tenders Board (CTB) to consider request for Sole
Source procurement pursuant to a Public Private Partnership Agreement (PPPA) between the
Vanuatu Government through MALFFB with Milai Vanuatu Limited under Section 9 of the
Tenders Regulations order No. 40 of 1999.

The justified reason for the sole source was due to the aftermath of Tropical Cyclone Harold and
the government had to respond to the disaster caused by the cyclone. The response needed to be
quick given the serious damage caused by the cyclone and government response involved the
government having to spent millions of vatu which in normal circumstances would have to comply
with sections 4 to 8 of the tender process under the GCT Act. Given the insufficient time for tender
process to be adhered to by the government.

The Central Tenders Board at an urgent meeting on, 24 November 2020 at 1:04 pm has considered
your application and agreed on the following:

1) Approve for Government to enter into a public private partnership agreement with Milai
Vanuatu Limited under section 11A(2)(b) of the Government Contract and Tenders Act -
CAP 245 and section 9(1) of the Tenders Regulation Order No. 40 of 1999 for the following
projects:

a. National restocking programme to compliment the Public Sector’ Immediate Policy
and its intention of maintaining level of cattle stock;

b. Projects in Livestock, Agriculture and Aquaculture;
Joint venture on plantation with a view to division of profits between the Public Sector
and Private Sector; and

d. Temporary humanitarian relief project to enhance the food security in the cyclone
affected islands and assist the Food Security and Agricultural Cluster (FSAC) to
Tropical Cyclone Harold.
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2) Approve the Public Private Partnership Agreement for the above-mentioned projects
for a contract value of VUV93,150,000 only, inclusive of VAT for a contract period of
12 months only (1 year).

The Board also, resolved for DoFT to process the outstanding payment from August 2020 -
December 2020 only.

The Board however, resolved for the procuring agency (MALFFB/Department of Livestock) to
prepare a report by way of COM Paper to be jointly tabled by MALFFB/MFEM to endorse the
board’s decision.

Yours sincerely,

=%

Maki Stanley Simelum
Chairman
Central Tenders Board

Cc:  Letlet August, Director General, MFEM
Lonny Bong, Director, Department of Livestock
Dorothy Ericson, Director, DoFT
John Cliff Soaram, State Counsel, Advisory Unit, SLO
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Appendix 1 (d)COM Decision No.245 of 2020

GOVERNMENT OF THE
REPUBLIC OF VANUATU

GOUVERNEMENT DE LA
REPUBLIQUE DE VANUATU

LA SECRETAIRE-GENERALE COUNCIL OF MINISTERS

Thursday 26" November 2020.

Hon. Willie DANIEL KALO (MP), Minister of Agriculture, Livestock, Forestry, Fisheries &
Biosecurity (MALFFB)

And

Hon. Johnny KOANAPO NIES RASOU (MP), Minister of Finance & Economic Management
(MFEM)

Government of the Republic of Vanuatu

Dear Hon. Ministers,

DECISION N° 245: CENTRAL TENDER BOARD DECISION FOR MILAI VANUATU LIMITED
AS SOLE SOURCE PURSUANT TO THE SIGNED PUBLIC PRIVATE PARTNERSHIP.

The Council of Ministers (COM) held its N°014 (Fourteenth) ORDINARY COM MEETING on
Thursday 26t November 2020.

Here are the decisions made during this meeting:

1. COM approve for the Government to enter into a Public Private Partnership Agreement
with MILAI Vanuatu Limited under section 11A(2)(b) of the Government Contract and
Tenders Act — CAP 24 and Section 9(1) of the Tenders Regulation Order N°40 of 1999 for
the following projects:

a. National restocking programme to compliment the Public Sector’s immediate Policy
and its intention of maintaining level of cattle stock;

b. Projects in Livestock, Agriculture and Aquaculture;

¢. Joint Venture on plantation with a view to division of profits between the Public
Sector and Private Sector;

SPR 9053, Port Vila, Vanuatu — Téléphone (678) 22413 — Facsimile : (678) 26301 — E-mail : erory@vanuatu.gov.vu
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d. Temporary humanitarian relief project to enhance the Food security in the cyclone
affected islands and assist the Food Security and Agriculture Cluster (FSAC) to Tropical
Cyclone Harold.

2. COM endorse the Central Tender's Board Decision for a contract value of VUV
93,150,000 ONLY, inclusive of VAT for a contract period of 12 months only (1 year).

Thank you,

'S
Esther Rory & W
Acting Secretary =

CC: Hon. Prime Minister
Hon. DPM
All Hon. Ministers
All DGs
All 1 PA
Attorney General
Chairman of the Public Service Commission
Acting Director, Finance
Treasury Unit
DSPPAC
PRO

SPR 9053, Port Vila, Vanuatu - Teléphone (678) 22413 — Facsimile : (678) 26301 — E-mail : erory@vanuatu.gov.vu
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Appendix 1 (e)Milai LPO Payment

Milai LPO Payment

Date LPO NO. Supplier Description Total Cost VUV

44166 890-009250 MILAI VANUATU LIMITED Payment Milai Decision #245 65,293,500

44355 890-009934 MILAI VANUATU LIMITED EDF11-Purchase of 538 Cattle 27,856,500
Total 93,150,000

36



Appendix 1 i
(f) Quotations from other cattle farms Nitchiku and Peter Colmar (Valele Trust)

&> NITCHIKU (VANUATU) LIMITED

Registered Office: Correspondence Address: Incorporated in
31d Floor Lo Lam House P.0.Box 934 Republic of Vanuatu
P.0. Box 257, Port Vila Espiritu Santo
Republic of Vanuatu Republic of Vanuatu
—_ (South Pacific) Santo, 08th September 2020,
. Republic of Vanuatu
TAX INVOICE NO. 25/2020
CT - 106250
TO: Livestock Department
P.0. Box 698
Luganville - Santo
. Vanuatu
N e
PERFORMER INVOICE
Being for :
Cattle Sales at Surunda Plantation :
100 heifers x 38,000 VE = coenirmmeremmere s vatu 3,800,000
Vat 15 % Vatu 570,000
—
TOTAL VAT INCLUDED Vatu 4,370,000
FOR THE TOTAL AMOUNT OF :
FOUR MILLION THREE HUNDRED SEVENTY THOUSAND
U VATU ONLY.

At

Mr Yasu Kagawa
Director. CN

*% Afier complete payment Nitchiku give one Month for moving 100 Heifers
out of Stock.

#% A fter one month an additionnal surcharge of 10 % per month penalty.

BANK DETAILS : NITCHIKU VANUATU LIMITED
ANZ BANK -
AIC NO. 232566
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SARAMI PLANTATION

P.O. Box 171 Santo, Vanuatu

Tel: (678) 36 824, Manager: 5541978 / 7100086
Email: willcolmar31@gmail.com

CT#103790
LIVESTOCK DEPARTMENT
P.O BOX 869
SANTO
Phone: 35151
Dated on: 16" October 2020
Invoice 1610201

Being for:

The supply of 50 Weaners (150-200kg), 55 Weaners (200-250kg) and 44

Breeding Bulls to Livestock Department, Santo.
50 Weaners 150- 200kg x VT 25,000 VT 1,250,000
55 Weaners  200- 250kg X VT 28,000 VT 1,540,000
44 Breeding Bulls x VT 35,000 VT 1,540,000
Sub Total VT 4,330,000
VAT 15% VT 649,500
Grand Total VT 4,979,500

William Colmar
Manager
Sarami Plantation
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Appendix 1 (g) Response from the Director General of Agriculture

In response to the PAC Report, I provide the following minor comments and clarifications.

1.

While I do not dispute that there are more than one big cattle farmer in Santo with
available stock to supply, I maintain that the circumstances at that time did not allow
MALFEFB a lot of time to look for the suppliers which led to the signing of the PPPA
with Milai in good faith with no strings attached.

Like all cattle suppliers that MALFFB had engaged for supplying of cattle, MALFFB
took in good faith the assurance provided by Milai farm that there were sufficient
cattle within Milai farm to meet the obligation to supply 150 cattle per month for 12
months.

Price per head of cattle was high before TC Harold as such a price offer of VT45,000
per head deemed by DLS to be a good price. The Cattle price has since fallen below
VT45,000.

Normally cattle selected and drafted are tagged just before loading for
transportation.

It is important to mention that immediately after TC Harold shipping arrangements
worth over VT10 million were made with ship owners for transportation of dry
rations to affected areas and communities with no tendering processes being
followed. Like the Milai PPPA, COM later endorsed sole sourcing for ship owners in
October 2020. Respectfully, I think it is fair to take these other sole sourcing contracts
of ship owners into account and listed in the report.

Update on removal of cattle from Milai.

Since PAC investigation into the Milai PPPA, MALFFB has removed a further 281
cattle from Milai for restocking purposes as part of the TC Harold recovery activities
at locations on main land rural Santo, Aore, Malo, Tutuba, and Mavea.

Remaining number of cattle still to be supplied by Milai is 784.

MALFEFB through the Livestock Department is doing its utter best to work closely
with the Milai farm management to retrieve and remove the cattle for restocking
purposes.

Sea and land transportation has been financially secured for transportation of the
cattle out from Milai to restocking sites and locations.
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Appendix 1 (h) COM DECISION No. 259 of 2021

GOUVERNEMENT DE LA
REPUBLIQUE DE VANUATU

GOVERNMENT OF THE
REPUBLIC OF VANUATU

LA SECRETAIRE-GENERALE COUNCIL OF MINISTERS

Thursday 28ih October 2021.

Hon. Willie DANIEL KALO (MP), Minister of Agriculture, Livestock, Forestry,
Fisheries & Biosecurity (MALFFB)

Hon. Johnny KOANAPO NIES RASOU (MP), Minister of Finance & Economic
Management (MFEM)
Government of the Republic of Vanuatu

Dear Hon. Ministers,

DECISION N°259: EXTENSION OF THE PUBLIC - PRIVATE PARTNERSHIP
AGREEMENT BETWEEN MINISTRY OF AGRICULTURE, LIVESTOCK, FORESTRY,
FISHERIES & BIOSECURITY (MALFFB) AND MILAI (VANUATU) LIMITED (MILAI)
DATED 13 JULY 2020.

The Council of Ministers (COM) held its N°023 (Twenty-Third) ORDINARY COM
Meeting today Thursday 28th October 2021.

Here are the decisions made during this meeting:

1. COM instructs the Ministry of Agriculture, Livestock, Forestry, Fisheries
and Biosecurity to extend the Public -Private Parinership Agreement of
13t July 2020 with Milai (Vanuatu) Limited for two (2) years from 13 July
2021;

2. COM approves where there are any variations required to be included
by MALFFB as further terms and conditions fo the original PPP
Agreement dated July 13, 2020 that such varied terms and conditions
be included on extension; and

3. COM directs the Ministry of MALFFB and Ministry of Finance and
Economic Management be responsible to settle terms and conditions
of any variation.
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4. COM directs the Ministry of Finance and Economic Management and
the Ministry of Agriculiure, Livestock, Forestry, Fisheries & Biosecurity to
procure the consents and undertake necessary steps necessarily
required under the laws, including a request to the Central Tender
Board for Sole Sourcing under section 9 of the Tenders Regulation
Order N°40 of 1999 to endorse the extension of the Public - Private
Partnership Agreement.

5. COM direct MALFFB to work with MFEM tfo source and reallocate
funding from within MALFFB to fund extension.

6. COM mandate the Ministry of Agriculiure, Livestock, Forestry, and
Fisheries & Biosecurity to inform the Council of Ministers about the
Cattle distribution over the 6 Provinces.

KAONSEL BLON

ORI

All DGs

All Tst PA

Attorney General

Chairman of the Public Service Commission
Acting Director, Finance

Treasury Unit

DSPPAC

PRO
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SECRET
COUNCIL OF MINISTERS

1. SUBMISSION BY:

Honourable Wilie Daniel Kalo, Minister of Agriculture, Livestock, Forestry, Fisheries and
Biosecurity

Honourable Johnny Koanapo Rasou, Minister of Finance and Economic Management
2. TITLE OF THE PAPER:

Extension of the Public-Private Partnership Agreement between Ministry of Agriculture,
Livestock, Forestry, Fisheries and Biosecurity (MALFFB) and Milai (Vanuatu) Limited (Milai)
dated 13 July 2020.

3. PURPOSE OF THE PAPER:

The COM Paper is to gauge an understanding from the Council's members for extending
the Public-Private Partnership (PPP) Agreement between MALFFB and Milai for two (2) years
to address the immediate food security issues during emergency as results of ongoing
aftermaths of Tropical Cyclone (TC) Harold and COVID-19 Pandemic.

4. BACKGROUND:

e MALFFB and Milai executed the PPP Agreement on or about 13 July 2020 as one of
Government's initiatives to address the food security issue following TC Harold and
COVID-19 Pandemic. The PPP Agreement includes various public-private projects which
include the National Restocking Program and Humanitarian Program.

e The National Restocking Program is Government's existing policy to since 2015 to
increase the numbers of cattle in Vanuatu. The livestock sector is a major contributor to
food security, and it is also an essential component of livelihood in Vanuatu.

e Asaresult of the PPP Agreement, Government was able to utilise land at South Santo of
approximately 200 ha in size for the purpose of growing necessary food items without
paying rent.

¢ Government had also saved significant costs with keeping Government-owned cattle
at a private sector, Milai, because the grazing fee had been free under the PPP
Agreement. By way of a comparison, Government used to pay VT 2,800 per cattle per
month when Government held cattle at other private farms prior to the PPP Agreement.

e The initial term of the PPP Agreement ended on or about 12 July 2021, but the crises of
TC Harold and COVID-19 are still ongoing. The food security issue remains a major
concern for Vanuatu.
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e Vanuatu is still in State of Emergency (SOE) pursuant to Disaster Risk Management Act
No. 23 of 2019. COVID-19 Pandemic continues to be a threat to Vanuatu's food security
due to its adverse impact on global supply chains and production industries worldwide.
World Vision Australia released a report in September 2021, called “Price Shocks", with
the result of its research that food prices have spiked rising by 30.9% in Vanuatu
compared to the beginning of COVID-19 in early 2020. According fo the World Vision's
research’, it now takes 2.5 days work in Vanuatu to meet the costs of a food basket of
ten common food in Vanuatu.

e Soaring cost of food is a worldwide issue and concern. The World Bank reported that the
agricultural commodity price on 16 July 2021 was 30% higher than in January 20202.
Therefore, it is important for Vanuatu to raise its level of domestic food security by a way
of extending the PPP Agreement for another two (2) years. It is understood the PPP
Agreement will expire on or about 12 July 2023 if the extension is agreed.

e The unfortunate aftermath of TC Harold continues at Luganville and South Sanfo. Many
infrastructures are still in poor or critical conditions including but not limited to school®
and road# infrastructure. The relevant Ministries have already sought the Council's
understanding to address these issues.

e It is Government's agenda to work together to recover, rebuild and emerge stronger
and more resilient from the compound disaster of TC Harold and COVID-195. The
extension of the PPP Agreement is in align with Government's Recovery Strategy 2020-
2023.

5. RELATIONSHIP TO THE NSDP:
The Paper is linked to the food and nutrition security which are covered by the NDSP
environment pillar as well as the rural economy'’s stability and security which are also
covered by the NDSP economy pillar.

6. CONSULTATION:

Consultation of this paper was done with Director Agriculture, Director Livestock and
Director Finance.

1 World Vision Australia, ‘Price Shocks’ (2021) https://www.worldvision.com.au/docs/default-
source/policies/price_shocks_report-sept2021.pdf.

2 The World Bank, ‘Food Security and COVID-19’ (2021) https://www.worldbank.org/en/topic/agriculture/brief/food-security-
and-covid-19 23 August 2021

3 https://www.dailypost.vu/news/vt300m-to-rebuild-lyc-e-de-luganville/article c9587f12-5906-5b08-9b8a-6c7ce63f5¢58.html
23 September 2021

4 https://www.vbtc.vu/en/south-santo-calls-for-urgent-road-improvements/ 18 June 2021

® Government of Vanuatu, ‘Vanuatu Recovery Strategy 2020 — 2023’ (2020) July 2020.
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7. FINANCIAL IMPLICATION:

There are financial implications. However, it is important for Government to strengthen the
food security during this unprecedented emergency. As the international food price may
increase sharply again due to COVID-19 Pandemic, securing domestic food supply is
required for the people and economy of Vanuatu. Necessity and importance of food
security in Vanuatu during this uncertain time outweigh the financial implications.

8. LEGAL IMPLICATION:

There will be some legal implications. However, it is understood that Government can
procure a Government Contract by a sole source in the case of emergency as per the
Attorney General’'s advice on or about 9 November 2020.

9. MONITORING AND EVALUATION:

The COM decision will be jointly implemented through the Ministry of Agriculture, Livestock,
Forestry, Fisheries and Biosecurity and the Ministry of Finance and Economic Management.

10. RECOMMENDATION:

Resolutions:
It is recommended that:

1. Instructs the Ministry of Agriculture, Livestock, Forestry, Fisheries and Biosecurity to
extend the Public-Private Partnership Agreement of 13 July 2020 with Milai (Vanuatu)
Limited for two (2) years from 13 July 2021;

2. Where there are any variations required to be included by MALFFB as further terms
and conditions to the original PPP Agreement dated July 13, 2020 that such varied
terms and conditions be included on extension; and

3. COM directs the Ministry of MALFFB and Ministry of Finance and Economic
Management be responsible to settle terms and conditions of any variation.

4. Directs the Ministry of Finance and Economic Management and the Ministry of
Agriculture, Livestock, Forestry, Fisheries and Biosecurity to procure the consents and
steps necessarily required under the laws, including a request to the Central Tender
Board for sole sourcing under section 9 of the Tenders Regulation Order No. 40 of
1999, to endorse the extension of the Public-Private Partnership Agreement.

5. COM to direct MALFFB to work with MFSM to source and reallocate funding from
within MALFFB to fund extension.
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Hon.
Minister of Agriculture, Livestock, FOSE 3=
Fisheries and Biosecurity
‘
X nz 7 A \(/( T & e 4
Hon. Johnny Koanapo Rasou (MFEM) @UE DE N

Minister of Finance and Economic Management
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Appendix 2 Response from the Director of Finance

AV ERNEMENT D L& REFUELIQUE DE GOPVERNMENT OF THE REFUELIC OF
VANLATU WANLATL
BINETIRE DL S FIKAMOES [T 0 LA GESTION MINETHY OF ARANCT AND DODACRAK. MARASTRINT
ECOROBITFUT [MFGE) [WFTR
SERVICE DES FINANCES ET DU TRESO®R OEPARTMERNT OF FRSASCE AND TREASLET
.H'n-n"-ur. frronnd amd #oor Plawe
Minewaw du YL AP Hadldngr
Far Mool Moeres SEST, Pove- b, VASTATE Froame Wal Sap FOEL, Ferr Fala VASTATE
Tl : T 2400, e jEE 39ESE Tl (70 Jdtal Fax @7 20608

EEPCRT TO PUBLIC ACCOUNTS COMMITTEE

To:  Public Accoumis Cemmittes
By:  DCirecior of Finance and Treasury
Date: 1§ November 2021

Inmoduction

The Latest summons oo the Parliamentary Audit Commnvittes is highlizhted by the conclosion
of audit reporis compiled by the National Audst Office’ and the MFEM Internal Aadit. Thring
ibe sessioms the MFEM DG, DOFT Darector. DOFT Financial Controller, DOFT Excheguoer
Sarvices Manazer and DIOFT Senior Imprest afficer were all questioned on imprest procedurnss
and conmols While the PAC fesdbacks has cerfamly recondifioned the foous on imprest
procedures DWOFT operations has been mking steps fo Improve imprest controls.

PAC has surmised its feedback by the following remarks below:

= It is recommended thar the Mimisey of Finmce thowld emsure sringent complionce
conirols az per the mprest farm i implemented fo ensure recovery of public finds by
individuals. Ofifcers rerpomsible for thit show'd enrure g proper [ystem s esrabliched
v comrol this §f the curvent Improst ystem is ot adeguote and thar offfcers with
ouistanading morest thowld not be permiried o advwmce another mmprest [ fe provigus
are sali outranding.

« The Deparmmens gff Finance and Treasury thould consult the Mizrries and develop a
procedure that should advire the Mmiztries and the Depariment gf Finance when

* In mespoms to e repart the opemiions team kas dovwm op 2 iy o addmss 17 key reconsmwndations
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GV ERSNEMENT INE L HEFUELIGLE IHE A ERNMENT OF THE REFUBELIC OF
VARLATU WANLATL

MINETDRE LS FINANMODS [T 00 LA GESTION BAPSTRT OF AMANCT AND DODNORR MAFGG CRINT

[ S T S ] PTG
SERVICE DES FIRANCES ET D0 TRiSO R CEPATRERT O IR AT TROEAS LT
M -de L hanssd a Mrommer Sage, feroaad and & Flars
Einwwar gu S 18 Bl vgr
Sar Fanad Movret BT, Povs-F ., VASTATT Hrogier Mal Sog FILL Mot Pl VASNTATL
Tl : fETH) 244N P eIy I990F Tl (EEy Jtal Fas 878 2EEEF

izl rips are shortensd and allowances relating o the shorened frip be claimed
Back from the Offfcialis) through salory deducton

In respomse DWOFT is reporting on the existing commals that are in place and steps that are in
working progress to be achieved. Firsily it is in DOFT s immediate plans toe fnalise poideline
and standard operating procedures to complement and reaffinm the policies mmplied by the new
eazeffed financial regulation In doing so a mumber of specific pivetal controls may be
established Secondly DNOFT has besn enforring controls and in line with the requirements sat
out the by Latest Intermal Andit report on noprest is revising cerin standards and putting plans
15 moion to achieve them. Thirdly the operations t=am is cumrently workms under the anspices
of the internal andit report which was released sarlier this vear to Improve imprest submissions
and acquittals™

¥ The main ks imohed = addressing the soues spothed by the intemall aadt mpart. Most of the ks ars
allocaind to the Excheqner Sendoes Maraper, Prymants Supenisor amd the Frmoncial Comtrollar
Upgrade of Filing svsbeps and docussesixiion of pxasmal
Imprest Procesias soeamlingd and documenied
Fransewnorik of inp v documented and acticzed
Comirols

Comtrels of accouniable mprast ame docurssoriod and fled
Upgrade sonding imprest contels and docamentation
Endorsement of altermaticos oo the chegue list to be appropriataly sodorsed

Fecoveries

Action of Imprust moovery
Recovary of cuttanding imprest 00 be included 2 o perfosmamcs output indicator for misistries
Processes and systems npgrade
Upgrads of standing ireprest form
Database for standing impaust 1o be deweloped
E cill srioms
R cilation t A bls Imprest damabass and smartsream
Jezmmals for accoextabls mprust to be axecuted
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GOHVERSNEMERNT INE L& REFUELIGLE [HE LUV ERNMENT OF THE REFUELIC OF

WA RLLAT WANLATL
BIMETDRED DES FIKAMODS 07 00 LA GESTION FAPSSTRY OF FIMAMCE AND DOTNMORM K. MARASTMINT
ECOFGOMARTFUT | BAFGE] PAFTR
SERVICE S FINMANCES ET D3 TRESO® DEPARTMERT OF TSN ANT TREASLETTY
M { hameds a1 Fromwer sage. Ceromamad amd & o Mlowes
S g S0 Sl Boasdch ey
S Fomad Koered SEET, Fove- s, VASTATT Frossie Wal Sag FESL. e Fals FANTATL
Tad - ETH) 2ARAN Fa o ST TE0T Tl (eTEy 39508 Fax fa78) 2EE0F

- Existins enforcerments
1. Built in system in smart soeam for conoroel purpases is currenily limited only to the

function that disallows maprest holders with ourstanding imprest to apply for a2 pew

one.

Current pvtifications to maprest bolders have proven sufficient and effective as far

as reminders ga.

3. Since Awngust of 2011, the payments secton has enforced limiting the application
of 2C0T (incidentals) to 50,000WT. Any amounts that &s owver 50,000 will have to
be explained and approwed by the bead of agency. Thizs exercise has redirected
around 3 million of items expenses under BCOI to be reallocated or culled out from
the application.

4. A pew acguittal form has been created to extend checking in the acquirtal process

to the extent of requiring the FC artention and Deputy Director Finance DOFT.

The payment: team have been holding consultations with line agencies to assist

them with the imprest acquittal plans. Ceonstant consulations with line agencies are

wery much important measures to curb INprest refiremment S5Ues.

6. Asof 1™ Ootober, Senior Operatons officer have been issuing reminders oo imprest
oufstanding to line apencies.

b

i

Eaetiremont journals to ba smtomaed

Moniteri
Risk baned ausassment to be dons om & rowhine basis
Sampls of standing imp are checked and vemifSed

Improve reporting of rejected prusts




GOMVERNEMENT [NE L& REPFUELIGLUE [HE LV ERSMENT OF THE LEFUELIC OF

MINETIED [0S FINAMODS [T 00 LA GESTEOH

SERVICE DS FIMANCES £ D35 TRESO R

VANLATU WAMLATL

ELOHROMARCFUE | PG E] PAFTRG

Mm-de-Lhanns a Mroemer Sagr, feromnd and Mo Mloaore
P D B TR A Basldngr
Saar Famiad Nt S8SF, Pows- by, VASTATE Froass Wfal Ssp FEEL Merr Fala FASNTATL
Tl : fETH] JASE, oo (ETH I3T0T Tl (&7 I Fac AT 2FELF

BAMSTRY OF ASAMCT AND CO0S AR RS FGG CRMENT

CEPANTRMERT O FESASCE AND TRREASLNT

7. The imprest team have been provoking the partition of mvprest ameumnts owver 1
muillion in cases where the applicant™s anmaal salary threshold does not exceed the
amant applied for.

Comtrels and enforcements — Work n progress

1. The draft of standard operatine procedures and mmprest goideline is cmmemthy
underway and should be presented for initial discwssions on the 1™ December 2021.
The suideline addresses controls soch as:

Limitime applicants of myprest to foll time employsss and Finance OficersFinance

Managers

Besmicting applicants to apply for ameounts within thedr anmaal salary threshalds

Smeamlining the enforcement of direct payments to supplisrs for functons and events

Srreamliming the application of myprast for short term labour works

Sreamlining the application of accountable and standing imprest.

1. Emphasziz on consultations with line agencies has been exented for the Exchegusr
Team to conduct om a regular basis. & timefable has been provided to line agencies.

3. Peviews are underway subjective to deadlines hefore the end of thiz financial vear
on the imprest refnsal process | to be automated), reconciliation of imprest

4. PS5 have been informed of the conditions of imprest retirement which has battarsd
both the PSSM zuidelines and the PFEM act. DOFT is awainng P5C consent to
meet to draw up way forwards.

Crarothy Encson
Crirector
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Appendix 3 Response from Citizenship Secretary General

GOUVERNMENT GOVERNMENT
DE LA OF THE
REPUPLIQUE DU VANUATU REPUBLIC OF VANUATU
COMMISSION ET BUREAU DE LA CITIZENSHIP'S OFFICE AND
CITOYENNETE COMMISSION
Sac Postal Privé 9004 — Port — Vila PHB 9004 — Pierre Brunet street
Rue Pierre BRUNET Tel : 00678 26716 Fax: 00678 26719

“SPEAK UP! BE HEARD! SAY what you’ve got to say and BE READY for what other people have to say. GE
ENGAGED! Because this is your Country now!

November 5, 2021
The Chairman
Matai SEREMAIAH (MP)
Public Accounts Committee
Republic of Vanuatu
Port- Vila
“By Hand”

Dear Chairman,

SUB: PUBLIC ACCOUNTS COMMITTEE INQUIRY REPORT ON CITIZENSHIP PROGRAM REVENUE
COLLECTION

Thank you for your letter dated October 20, 2021 and abstract copy of report.

We have review the report and acknowledge that the budget is about 11.2b vatu of which

the about 10b vatu is projected to be collected this year 2021.

With effects from this, November, 5 2021, actual revenue received and receipted is 8.9b
vatu and it is anticipated to meet the target consideration that we are in a crisis status

around the world.
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We acknowledge the need for authorized Agents to adhere to the relevant laws and
regulations at all imes. And that we, the Citizenship's Office & Commission will continue to

advocate for this through monitoring and reminding the agents.

We have as per your committee’s recommendation, signed an Audit letter of engagement
with the Office of the Auditor General awaiting logistics discussion with the Auditor General
and team, prior the audit review.

We are pleased that through this audit review it will identify our strengths and weakness in
terms on internal controls and we look forward in anticipation to working closely with the
review team on this audit assignment.

Last but not least, we have informed the Director of Finance & Economic Management for
their consideration of your committee recommendation in relation to corespondent

banking. Copy attach for ease.

Thank you for your fime spent to assisting the Citizenship's Office & Commission carry out its
duties.

Yours Sincerely,

Citizenship
Office
I NQuE
Citizenship's Office & Cormma

Denny V Gaua

4S5

Secretary General
M DE ™

05 NOV 2071

Cc. The Clerk, Vanuatu Parliament
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GOUVERNMENT GOVERNMENT
DE LA OF THE
REPUPLIQUE DU VANUATU REPUBLIC OF VANUATU
COMMISSION ET BUREAU DE LA CITIZENSHIP'S OFFICE AND
CITOYENNETE COMMISSION

Sae Postal Privé 904 — Port - Vila PR 9004 - Pierre Brunel sireel
Rue Pierre BRUNET Tel: 00678 26716 Fax: 00678 26719

“SPEAK UP! BE HEARD! SAY what you’ve got to say and BE READY for what other people have to say. GET
ENGAGED! Because this is your Country now!

November 5, 2021
The Director
Dorothy Kenneth
Finance & Economic Management
Republic of Vanuatu
Port- Vila
“By Hand”

Dear Director,

SUB: PUBLIC ACCOUNTS COMMITTEE INQUIRY REPORT ON CITIZENSHIP PROGRAM REVENUE
COLLECTION / RISK MANAGEMENT STRATEGY - CORRESPONDENT BANKING SERVICES

We attach for ease, extract copy of the Public Accounts Committee Report following its

recent inquiry on the Citizenship program revenue collection.

It is the recommendation of the Committee that the Vanuatu Government, through the
Reserve bank of Vanuatu and the National Bank of Vanuatu develop and implement a Risk
Management Strategy in relation to correspondent banking services to mitigate the

potential adverse effects on the Citizenship Program.
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Thank you for your kind understanding

Denny V Gaua
Secretary General

Citizenship's Office & Co on 5 NOV 2021

Cc The Director General, Fiance & Economic Management
Cc The Chairman, Public Accounts Committee
Cc The Clerk, The Parliament

53



Appendix 4 Response from CEO Air Vanuatu

CEO A

15 Nov

N\ _ Az Vazrzziciles

Air Vanuatu (Operations) Limited

ir Vanuatu: Response to Public Accounts Committee (PAC)

ember 2021

Herewith my response to the PAC regarding the following allegations

The Allegations

1
2;
3.

AVOL is not making a profit

Unprofessional practices in the operation of the airline

Recommendation that the current CEO, Mr “Atu Finau be replaced with the new
appointee tasked with designing a strategic and profitable route to improve the
airline’s current position

As part of its Corporate Strategy, Government to assess the plan for AVOL to
purchase aircraft outright.

Response

1.

AVOL is not making a profit

The global pandemic has obliged airlines world-wide to re-examine their business
model i.e., the way they do business. Many airlines around the world have failed to
adapt and have been forced to shut down, but not AVOL due to ownership support,
and adaptive/ proactive leadership and management during the current 2021 fiscal
year.

AVOL is not immune to the financial impact and damage caused by the sars-cov-2
virus pandemic with a 100% loss of international regular public transport and the
negative economic “knock-on” multiplier effect and reduction in domestic passenger
traffic volumes.

As CEO [ inherited, at the beginning of my tenure, an ultra-weak balance sheet so in
addition to managing the airlines financial performance, during a pandemic induced
recession, I’ve had to deal with, and manage the consequences of overdue and unpaid
creditors, that were incurred prior to my appointment. The airline is progressively
paying down outstanding creditors as and when operating cash flow permits.

Notwithstanding financial performance/ position challenges, the airline expects 2021
financial performance to be approximately 50% (less than half) of the 2020 audited
net loss of VUV 2.25b, achieved through strict financial discipline, improved cost
management and smart trading arising from securing international charters, in a
highly competitive market.

Air Vanuatu in future must be able to keep pace with the bigger players in the field of
aviation. The post-COVID climate adds a whole other dimension to the challenges
we are presented with. Therefore, we require cutting edge, streamlined and robust
management systems to be able to truly compete. 1 understand and agree with the
need for accountability and transparency, especially where state-owned enterprises are
concerned.

HEAD OFFICE POSTAL ADDRESS TELEPHONE: +678 20200
Air Vanuatu House PO Box 148 FACSIMILE: +678 23250

Rue de Paris

Port Vila EMAIL: administration@airvanuatu.vu

Port Vila, Vanuatu Vanuatu
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Air Vanuatu (Operations) Limited

AVOL management’s Business Plan 2021 - 26 indicates that with the return of
regular public international flight operations (hopefully by mid-2022 or earlier) and
balance sheet recapitalisation the airline is anticipating a significantly lower net loss —
the best projected scenario is break-even by 2022 and a return to profit by 2023 — 24.

2. Unprofessional Practices

I’m not sure what the PAC believes I’ve done that is unprofessional(?) and, in this
regard, I have not been provided the right to read or hear substantive evidence that
supports this unfounded allegation.

The PAC will understand that in terms of natural justice I am entitled to be made fully
aware of the details of this serious allegation and until I am provided with such details
and substantive evidence, I’'m therefore unable to respond to this allegation.

However, this said, [ have learned from the AVOL Chairman that the PAC has issues
with me regarding cronyism, specifically the hiring of Mr. Wayne Madden B. Com
(University of Auckland) and Chartered Accountant Australia and New Zealand, who
I’ve known since 2004. Mr. Madden is a dual citizen of both New Zealand and Tonga
and a highly qualified business professional with pacific island country experience.

The position of AVOL Commercial Manager was advertised to which Mr. Madden
responded and was subsequently short-listed for an interview by an independent
AVOL selection committee and was recommended, by the selection panel, for airline
employment. For information I recused myself from the selection panel because Mr.
Madden was known to me.

A work permit was issued to Mr. Madden on the 25 August 2021 however this was
later revoked by the Department of Labour ostensibly due to lack of governance
endorsement [ was in Tanna, with the Prime Minister when this unilateral action took
place. However, I reiterate there were no irregulatories, on my part or by the company
management, in the engagement of Mr. Madden whose impressive credentials and
expertise will greatly assist the airlines future business development and staff
succession development.

Finally on this matter, and as CEO of the airline I have met with the Board of
Directors and explained and clarified the position of Mr. Madden’s independent
selection and subsequent engagement process.

3. Recommendation to terminate my appointment as CEO of AVOL

I respectfully note this is a recommendation, perhaps because the PAC has adopted an
asymmetrical view of my appointment where perception has been unwittingly shaped
by those who are uncomfortable with my presence and the fact that I have kept the
airlines capacity and capability’ intact during extraordinarily difficult times. Refer
Footnotel.

I am not oblivious to resentment, in some quarters, of my appointment and I make no
apology for this. Sometimes when making change and progress there are those that
feel threatened or resentful. I have no time for this sentiment as I am totally

HEAD OFFICE POSTAL ADDRESS TELEPHONE: +678 20200
Air Vanuatu House PO Box 148 FACSIMILE: +678 23250
Rue de Paris Port Vila EMAIL: administration@airvanuatu.vu
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committed to turning around the national airline the best way I know how and if this
upsets people, I understand this, but I have a job to do and that’s my focus above all
else.

As CEO, when first appointed I was immediately directed by owners and, the then
board of directors, to submit a 5-year 2021 — 26 Strategic Business Plan. I duly
submitted this in late January 2021 and like all strategic plans there have been
periodic updates to reflect significant changes in planning assumptions. I would
kindly ask that the PAC takes the time to read and understand the 2021 — 26 Strategic
Business Plan.

4. AVOL purchase of aircraft
The AVOL 2021 - 26 Strategic Business Plan includes the purchase of two new

DHC6-400 (Twin Otters) for the domestic airline service

Footnote 1

! Human Resource development and succession plans will further strengthen future management capabilities

Thank you
‘Atu Finau
2 +678 20200
HEAD OFFICE POSTAL ADDRESS TELEPHON.E. 9 L
Air Vanuatu House PO Box 148 FACSII'VIILE.' . . . .
Rue de Paris Port Vila EMAIL: administration@airvanuatu.vu
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Appendix 6 (a) COM Decision No. 160

GOUVERNEMENT DE LA
REPUBLIQUE DE VANUATU

GOVERNMENT OF THE
REPUBLIC OF VANUATU

LA SECRETAIRE-GENERALE COUNCIL OF MINISTERS

Thursday 22nd July 2021.

_H?',': Jg)__{ NGWELE (MP), Minister of Infrastructure & Public Utilities (MIPU)
And '

Hon. Johnny KOANAPO RASOU (MP), Minister of Finance & Economic
Management (MFEM)

Government of the Republic of Vanuatu

Dear Hon. Ministers,

DECISION N°160: MERGING BLONG OFFICE BLONG MARITIME REGULATOR
(OMR) MO COMMISSIONER BLONG MARITIME AFFAIRS (CMA).

The Council of Ministers held its N°015 (Fifteenth) ORDINARY COM MEETING
< == —onThursday-2200 July 2027 - - 5 =

Here are the decisions made during this meeting:

1. COM i appruvum Office blong Maritime Regulator blong | merge wetem
Office blong Commissioner blong Maritime Affairs, mo Title blong Regulator
bae hem'l kam "Commissioner blong Marfime™.

2. COM | appruvum name blong Office blong Maritime Regulator mo CMA
blong I change | go long “Maritime Safety Authority blong Vanuatu".

3. COM | appruvum existing re-current budget blong OMR | reallocated | go
long CMA budget blong supportem merging blong tufala office ia.

4. COM | appruvum State Law Office bae | amendem Maritime Sector
Regulatory Act N°26 of 2016, Maritime Act CAP 131, Ports Act CAP 26, mo
Shipping-Act (CAP 53 wetem related regulation blong achievim ol fingting
olsem we | stap. .
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5. COM, | appruvum MIPU Minister bae | appointem wan Maritime Committee
we Commissioner blong Marifime bae | chairem.

6. COM, | appruvum Maritime Committee ia blong | developem wan Terms of
Reference (TOR) we bae | karem approval blong Minista blong Public Works.

7. COM, | mandate Martime Task Force ia tru long MIPU blong developem
wan plan blong establishim Office blong CMA, includim transitional
agreement between Govemment mo Agent blong Vanuatu Shipping
Registry blong 2 years blong preparem wan policy structure mo legislation
blong insfitutum OMR & CMR olsem wan entity by end blong September
2021. -

Thafnksyob.

* CC: Hon. Prime
Hon. DPM
All Hon. Minisfers
AllDGs .
e AR P A i
Attomey General . - :
Chairman of the Public Service Commission
Acfing Director, Finance
Treasury Unit
DSPPAC .
PRO - - - . S R . - - - L e emm s e s

SPR 9053, Port Vila, Vanuatu ~ Téléphone (678) 22413 — Facsimile : (678) 26301 ~ E-mail : erory@vanuatu.gov.vi




Appendix 6 (b) Response from Director General MIPU

GOUVERNEMENT DE LA
REPUBLIQUE DE VANUATU
MINISTERE DE L'EQUIPMENT

GOVERNMENT OF THE
REPUBLIC OF VANUATU MINISTRY
OF INFRASTRUCTURE & PUBLIC

UTILITIES ET DE L'AMENAGEMENT

PMB 9057, PORT VILA SPP 9057, PORT VILA

VANUATU VANUATU

TEL: (678) 22790 FAX: (678) 27714

Ref : 5528/202.1
October 27, 2021

Matai SEREMAIAH(MP)

Chairman of the Public Accounts Committee
PMB 052

Port Vila

Dear Chairman,

RE: VANUATU SHIPPING REGISTRY SERVICES

I refer to your letter dated 20% October 2021.

The Ministry has implemented the COM decision number 160 as follows:

¢ The National Task Force Committee of 2021 has been established and chaired by
the Commissioner of Maritime Affairs.

e The TOR has been developed and approved by the Minister.

¢ The Office of the Commissioner of Maritime Affairs has been established with the
office of the OMR awaiting necessary legislative amendments to the relevant
Maritime Legislations to facilitate the merging of the two offices hopefully
sometime in November 2021 or in March 2022.

e The transitional Contract or agreement of the Shipping Registry has been
completed by the National Task Force and is with the Minister of Public Works.

Yours sincerely

Johnson Binaru IA
Director General
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Appendix 6 (c) Response from Human Resource Officer

—’/1)(7///////'(///() de Vanwal

Seciétaiial du Failement

Reprullic of Vanualu

Sailicmentavy Secielaiial

SUBMISSION TO PUBLIC ACCOUNTS COMMITTEE (PAC) 12™
LEGISLATURE ON COMPLIANCE ON THE OUTSTANDING MATTERS
RELATED TO HUMAN RESOURCE MANAGEMENT AND PUBLIC FINANCE
AND ECONOMICS MANAGEMENT FOR 2019 AUDIT REPORT

The follow up made on the outstanding responds to Audits findings and
recommendation together with the implementation of the action items to
outstanding matters under the Human Resource Management.

This paper will answer to the following outstanding matters;

2.3. Follow Up on Human Resource Audit for 2018 Recommendations

2.3 Follow up on Human Resource Audit for 2018 Recommendations

With reference to Management comments — the Parliamentary Management
Board has recruited a Human Resource Officer in 01st of March 2021 and is
now overseen the areas of the Human Resources.

In relation to matters stated in Annex 1 — it is considered that most the

outstanding matters are now in progress;

Human Resource Matters Implementing the
Recommendation in
2019 Audit Report

Recommendation

Spending Over and above
appropriated Limit

All associated cost related to
staff entitlements must have the
budget forecast with all the
Reporting Lines to ensure all
entitlements and other activities
are budgeted for respectively
and are within the budget
appropriation and approved
supplementary.

Parliament House, Port Vila — P.M.B. 052 — Téléphone : (678) 22229 — Télécopie : (678) 24530

60



Overreliance on Temporary
Staff

With reference to audit
report on the 2019 - it
is mentioned that only
2 staff still under
contracts basis

With reference to 2019 audit
report —-the Human Resource
Office is requesting through the
office of Clerk to consider the
status of 10 casual staff that are
on 6 months contract basis to
consider them to become
permanent staff.

However, this is process is still
on progress however these
positions are captured in the
current revised Structure.

It is consider temporary staff to
be on probation for 3 months
only.

Inconsistency In Job
Description and Organization
Structure

There is a great improvement in
this area. All current positions
are now captured in the revised
structure with wupdated Job
Description provided by each
head to result a harmonies
relationship until such time it is
consider to be changed in the
future

Organizational Structure

Organizational
structure has been
approved by the Board
and confirm that all
positions and post
numbers are correlated

Wth the implementation of the
structure, they will be changes
encounter however, we will
consider to make changes in a
uniform manner to reflect the
reading of the structure

Overtime Allowance

It is an obligation to
ensure all
documentations are
well filed for audit
purposes

Through office of clerk, all line

managers need to approved the
staff overtimes and verify prior

any payments are done.

The recommendation has now
implemented

Housing Allowance

It is considered and it
is mandatory for all
new staff to complete a
PSSM 8.1 Form for

In progress.
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Housing to reflect the
payment

Poor Management Leave

This is now in progress
to ensure all leaves are
well managed and
updated in the
smartstream

In progress

Poor Leave Management

This is now in progress
to ensure all leaves are
well managed and
updated in the
smartstream

In progress

Poor Sick Leave Management

This is now in progress
to ensure all leaves are
well managed and
updated in the
smartstream

In Progress

Minutes Summary

The minutes of the
Board has been a
major issue for
decision when it comes
to decision making.
Thus this area should
be managed well for
further improvements
in the Institution

According to the Administration
Act 18 for 2005 (14)

The Clerk is the secretary to the
board and that he is obliged to
take minutes and produce on a
timely manner. Failure to do so
can cause delay in decision
making for the good of this
institution
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