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6.1
6.2
6.3
6.4
6.5

Our investigation partly looks into the question of the origin and the use
of some V1120 Million which was deposited into the Betsy account (Vt 67
Million) and the perscnal account of Mr Korman (Vt58 Million), less an
allowance for some Vi6 Million for movements between the accounts,
during the period 1995 - 1996.

Our investigations also revealed that the opening of the account did not
follow the proper procedures set out in the Govemment Financial
Regulations (“GFR™)

METHOD OF INVESTIGATION

Examination of bank records

Correspondence with the banks

Interview under oath with representative of banks

Correspondence with Department of Finance

Correspondence with various other people

RELEVANT LAWS

The Constitution

7.1 Art 66(1) and (2) of the Vanuatu Constitution provides:

(1)  Any person defined as a leader in Art 87 has a duty to conduct himsslt
in such a way, both in his public and private life, so as not to:

a) place himself in a position in which he has or could have a
conflict of interest or in which the fair exercise of his public or
official duties might be compromised;

b} demean his office or position;

c) allow his integrity to be called into question; or

d)  endanger or diminish respect for and confidence in the integrity
of the Government of the Republic of Vanuatu.

(2)  In particular, a leader shall not use his office for personal gain or enter
into any transaction or engaged in any enterprise or activity that might
be expected to give rise to doubt in the public mind as to whether he is
carrying out or has carried out the duty imposed by subarticle (1).



Representation of the People Act CAP 146

Bribery, section 45
7.2 Section 45 provides:

A person commits the offence of bribery -
(a)  if he directly orindirectly by himself or by other persons

() gives money or procures any office to or foer any voter or to
ar for any other person on behalt of any voter or to or for any
other person in order to induce any voter to vote or refrain
from voting;

(i) corruptly does any such act on account of any voter having
voted or refrained from voting; or

(i) makes any such gift or procurement to or for any person in
order to induce that person to procure, or endeavour 1o
procure, the election of any candidate or the vote of any
vataer,

or if upon at in consequence of any such gift or procurement he
procures or engages, promises or endeavours to procure the
election of any candidate or the vote of any voter;

(b} if he advances or pays any money or causes any money to be paid
to or to the use of any other person with the intent that such maney
or any part thereof shall be expended in bribery at any election, or
Knowingly pays any money or causes any meney to be paid to any
person in discharge or repayment of any money wholly or in part
expended in bribery at any election,

(c) if before or during an election he directly or indirectly, by himself or
by any other person on his behalf, receives, agrees or contracts for
any money, gift, loan or valuable consideration or any office, place
or employment for himself or tor any other person for voting or
agreeing tor agreeing to vote or from refraining or agreeing to
refrain from voting;

(d) if after an election he directly or indirectly by himself or by any
other perscn on his behalf receives any maney or valuable
consideration on account of any person having voted or refrained
from voting or having induced any other person to vote or refrain
from voting.

(emphasis added)

Penalty for corrupt practices, section 48

(1) The offences of personation, bribery, treating and undue influence are
corrupt practices for the purposes of this Act.

(2) & person convicted or a corrupt practice shall be liable on conviction to
a fine not exceeding VT100,000 or 1o imprisonment for & term not
axcesding 5 years or to both such fine and imprisonment.



Government Financial Regulations

7.3 Regulation 1 defines:

“accountable officer” means any public officer, including an accounting
officer, concerned in or responsible for the collection, receipt, custody, issue
or payment of public moneys, stores, stamps. investments. securities, or
negotiable instruments whether the same are the property of Government or
on deposit with or entrusted to the Government or to any public officer or any
other person.

7.4 Regulation 274 states:

(1)

(2)

(3)

(4)

No Government bank account shall be opened without the prior
written approval of the Minister of Finance.

Where it is considered necessary to open a Government bank
account, the Accounting Officer concerned shall submit a written
request to the Director General of Finance giving reasons why
such a facility is required. The request shall include the following
detail:

a) name and location of the bank with whom the account is to be
maintained;

b) name of the officer who will be responsible for the operation of
the account, together with names of the proposed signatories;

c) type of account reguired

d) gstimated average balance that will be held on the account,

e) maximum balance that will be held on the account; and

f) any other relevant details.

Upon receipt of the application, the Director General of Finance will,
if he considers it expedient and necessary, recommend to the
Minister of Finance to authorise in writing the opening of the
account. The Director General of Finance will confirm in writing:

a) the name and title of the officer who will be accountable for the
operation of the account;

b) the name of officers who are authorised to sign cheques and
other instruments on the account; and

c) any limitation as to the maximum amount of public moneys that
may be held on the account and [nstructions as 10 the
distribution in excess of such a limit.
The Director General of Finance shall write to the bank and
make the necessary arrangements for the opening of the
account and the supply of the initial specimen signatures of the
authorised signatories to the account, etc.

The Auditor General is to be informed of all opening or ciosures of
Government bank accounts

7.5 Regulation 275 states:

All cheques and instruments drawn upon a Government bank account will
be signed by two officers, one of whom shall be the accountable officer
responsible for the operation of the account”



7.6

7.8

7.9

8.1

8.2

8.3

Public Finance Act 0f 1980

In S7(3) of states:

Mo accounting officer shall open any public or official account in any bank
without the autharity in writing of the Minister” The Minister is the Minister of
Finance.

S9 (1) states:

The Minister may make financial provision for the establishment of special funds.

Conclusion

One of the main purpose for the strictness of the regulations and Public
Finance Act is to prevent fraud and to ensure control is kept and
supervision of the spending of public money maintained.

FACTS WITH COMMENTARY

Passage of Public Finance Regulations

In early 1980 the Representative Assembly voted and passed the Public
Finance Regulations. The Regulations came into operation on the day of
Independence. In section 7 (3) of the Regulation it states:

No accounting officer shall open any public or official account in any bank
without the authority in writing of the Minister® The Minister is the Minister of
Finance.

In September 1985 another interim Financial Regulations was
introduced. This sat of regulations sets out and strengthened the financial
procedures. In July 1993 a new set of Government Financial
Regulations was introduced which replaced the old Interim Financial
Instructions introduced in 1985. Regulation 274 and 275 stated in
sections 7.4 and 7.5 clearly states all the procedures of how to open a
Govermnment Account (see 7.4 above).

Cyclone Betsy

In January 1992, tropical Cyclone Betsy severely hit most of the islands
of Vanuatu. Considerable damage was done 10 Government houses,
Government buildings, schools, public roads, urban water supply, wharfs
and airports. After the cyclone, the National Disaster Management Office
together with the Department of Finance coordinated the donations of
money and supplies received from various countries.



8.4

8.5

8.6

8.7

8.8

The Department of Finance set up appropriate procedures to account for
the relief assistance and the spending of this assistance. The assistance
that was accounted for by the Department of Finance came from British
Government, Chinese Government, Forum Secretariat, Vanuatu
Government, USAID, Australian High Commission and private donations.
There is no record at the Department of Finance of any donation from the
French Government.

Cyclone Betsy Account

Mr Korman was aware of the funds from other countries and that they
were being controlled by the National Disaster Management Office and
the Department of Finance. However, in February 1992 Mr Korman
opened a separate account with the Banque Indosuez, now Banque
d'Hawaii (Vanuatu) Ltd. The account was to recejve funds received from
either the French Government or Paris Municipality. (We have tried,
through the French Embassy in Port Vila, to confirm details of who the
funds were from but have still to receive a reply). At the time Mr Korman
opened this account, he did not have authority from the Minister of
Finance as set out in S7(3) of the 1980 Public Finance Act, nor had he
gone through the procedures set out elsewhere in the same regulation.

The opening statement of the Betsy account (annexure “A”) shows that
Mr Korman is the sole signatory to the Betsy account and Father Gerald
Leymang (Fr. Leymang) had power of attorney on the account, which
means that he can also sign by himself. This is in breach of the Public
Finance Act S7(3) and Financial Regulation number 275 which requires
all cheques tc be signed by two accounting officers (refer 7.5 above).
Neither Mr Korman or Father Leymang were accounting officers and they
were also not able fo sign cheques with only one signature according to
the regulation.

Mr Korman and Fr. Leymang did not consult the Minister of Finance nor
have his approval to open the account. (See letter from the then Minister
of Finance attached as annexure “B”) They did not ask the Department
of Finance for details of the correct procedures for opening accounts for
Public Funds. Had they followed correct procedures, they would have
been advised that a regulation was in place preventing any department,
Minister or other person from opening an account without written
authority from the Minister of Finance.

The definition of an “accountable officer” stated in 7.2 also shows that Mr
Korman and Fr. Leymang are not accounting officers. Because Mr.
Korman and Fr. Leymang were acting as Prime Minister and First
Secretary at the time, they were not in a position to collect, receive, keep
custody of, or issue money on behalf of Vanuatu. It is not their duty to be
responsible accounting officers. Even if they were accounting officers,
they still needed consent of the Minister of Finance to open a
government bank account. '



8.8 During the time Mr Korman was Prime Minister (1991 to 1986) new
regulations were issued by the Ministry and Department of Finance in
July 1993. Despite these new regulations setting cut the procedures for
opening Government Bank Accounts, Mr Karman did not rectify the
situation with the Betsy Account. Mr. Korman did not close the account
and attempt to comply with the laws of Vanuatu. Instead, he continued to
use this government account, as his own private account. Mr. Korman's
conduct is outrageous, because as recently as February 1998 we found
the account was still open and operating.

Source of Funds

8.10 The first deposit the Betsy account received was V1,993,000 on 27
March 1992.

Details obtained from bank transfer of FF100,000 reveal the beneficiary
of the funds was to be the committee for the cyclone Betsy relief
“Comité Secours du cyclone Betsy” and was being remitted by “R.G.F.
de Faris - Ville de Paris”. (annexure “C”). As mentioned above in 8.5
we have yet to determine if these funds were remitted from the French
Government or the Paris Municipality. The funds were however
specifically for meant for the committee dealing with the Cyclone Betsy
relief.

8.11 Again in October 1998 a further V1,036,662 was received from Paris

8.12 During the period 1994 to 1997 deposits came from several other
sources:

(a) Deposit of cash
(b) Proceeds from the sale of foreign currency

(c) Funds received from a company named Mascot Holdings Limited
This account is an account belonging to Mr Korman as confirmed in
his facsimile to Mr Lien Than, “Honorary Consul for Asia” in August
1895, Details of Mr Kerman's facsimile to Mr Lien Than is as follows:

“For my election, | make this request to our Asian Trade
Coemmissioners, Special Representative like Mr. LAl and Matsumoto,

and Honorary Consuls:

Trade Commissioners: Mr. Ricky, Malaysia $ US5,000
Mr. Yu, Taiwan $ US5,000
Mr. Wong, Hong Keng  $ US5,000
Mr. LAI TAIWAN § US 5,000

Special Representative: Mr. MATSUMOTO  JAPAN $ US 5,000

Honarary Consui: Mr. Yatiskera JAPAN $ US 10,000
Mr. MOTERE Thailand $ US 10,000
Forget Name Singapore $ US 10,000



[iv]

| ask them to transfer their contribution as requested my
ASIACITI TRUST Company in Hong Kong and Shanghai.
Banking Corporation 10 Collyer Quay, # 01 Ocean
Building, Singapore 0104 A/C MASCOT HOLDING INC #
141 - 246660 - 01. (Bold added)
| repeat the No. of A/C
A/C MASCOT HOLDINGS INC.
A/C No. 141 - 24 6660 - 01
Or In Malaysia - Kuala Lumpur
Bank BUMIPUTRA MALAYSIA BERHAD, AIRPORT
BRANCH No. A/C CA 1173 - 48.
Paul, the Singapore Honorary Consul is already put 10.000
dollars US in my account. Mr. Matsumoto promises me 1o
meet me in Tokyo and give me 5 000 doilars on 24 August.
Please Paul ask the others to do their part immediately. [ we
received negative answers from the others by the end of this
month | will personally as P.M. and Minister of Foreign
Affairs cancel their nominations as Vanuatu Government Rep
in overseas.
Paul please give me reply immediately by Fax because I'm
leaving on # 24 August in the moming.
Regards to you and Bon
Courage et a bientot a Port-Vila.”
(signed by Mr Korman)

See annexure “D” for a copy of the original facsimile.

(The matter of Honorary Consuls is the subject of a separate
investigation by the Office of the Ombudsman.)

Our investigations have also revealed that Mr Korman has
authority to initiate the transfer of funds from the account of
Mascot Holdings Limited. See facsimile from ASIACITI Trust to
Mr Korman (annexure “E"). This facsimile was attached to the
bank transfer documentation accompanying the transfer of
USD36,000 about 2 December 1995

In regards to the Mascot Holdings Limited bank account in
Singapore we requested Mr Korman's signature on a letter to
the bank to release information in respect of the account. In the
covering letter to Mr Korman we requested him to sign the
letters whether he had authority in the account or not. Should
Mr Korman not have authority the bank would not release
information on his signature. Mr Korman has not returned the
letters thus indicating he does not want the office of the
Ombudsman to view information in respect of the Singapore
accounts, and that he has authority on the account. If he did
not have authority on the account he would have easily
returned the letters.
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(d) Funds received from an account at Bank Bumiputra Malaysia Berhad
Airport Branch. This is the other account mentioned in Mr Korman's
facsimile to Mr Lien Than requesting funds from the Honorary

Consuls.

(e) Transfers from the personal account of Mr and Mrs Korman.

8.13 The total funds credited to the Betsy account during the years 1992 to

1996 are as follows:

1992
1993
1994
1995
1996

Vt1,993.000
Vit2,254,928
V15,132,950
V47,431,590
V120,368,029

1997 (an - april) Vt1,047,354

Details of major deposits, together with copies of some bank deposits,
made into the Betsy account during 1994-1997 are attached as

annexure “F”

8.14 Investigations into the account revealed a number of transactions are
connected with the personal account of Mr and Mrs Korman, as follows:

(a) Funds were transferred from Betsy account to Mr Korman's account
and from Mr Korman's account to Betsy account

(b) Funds from the same source were credited to both Mr Korman's

account and the Betsy account on the same day.

Movement of funds between accounts

8.15 The following table shows some of the movements of funds between the
Betsy Account and Mr Korman's account:

Date

Vatu Account
amount transferred from

Account
transferred to

6.10.95
19.12.85
26.2.96
27.2.96
21.3.96
26.4.96
14.10.96
17.2.87
14.4.97

3,139,054 Betsy- 20536

500,000 Korman - 19400

50,000 Korman - 19400
837,410 Korman - 18400
110,800 Korman - 19400
350,150 Korman - 19400
199,428 Korman - 18400
250,000 Korman - 19400
145,638 Korman - 19400

Korman - 19400
Betsy - 20536
Betsy - 20536
Betsy - 20536
Betsy - 20536
Betsy - 20536
Betsy - 20536
Betsy - 20536
Betsy - 20536

Note: 20536 is the Betsy Account number and 18400 is Mr Korman's

account number,
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8.16 The following table shows funds received from the same source for the
credit of Mr and Mrs Korman's account and the Betsy account:

Vatu Vatu
amount in amount in
Korman's Betsy Source of funds and
Date Account Account details
19.7.95 1,000,000 1,050,000 Vatu Cash
18.9.85 2,000,000 1,250,000 Vatu Cash
13.10.95 1,000,000 3,000,000 Vatu Cash
13.5.96 914,175 1,075,500 Praoceeds from the sale of §
US - cash
24.5.96 1,000,000 2,453,839 Funds transferred from
Noumea
1.8.96 327,600 1,037,400 Proceeds from the sale of $
US - cash
5.8.96 656,400 437,600 Proceeds from the sale of
FF (French Franc)- cash
21.8.96 844,100 428 400 Proceeds from the sale of
FF cash
27.8.96 600,000 300,000 Cash Deposit
27.9.96 1,197,240 1,197,240 Proceeds from the sale of $
US - cash

Payments from Betsy account

8.17 The investigations revealed that there were no records maintained at the

8.18

8.18

Prime Minister's Office (“PM’s Office”) in respect of the use of the Betsy
account. Accordingly there is no supporting documentation for payments
made from the Betsy Account. The PM's Office confirmed that there
was no documentation in the letter attached as annexure “G”

During December 1995 (the month after the 30 November 1985
elections) some 256 payments were made from the Betsy account.
Many of these were cash cheques and were for amounts betwean
V15,000 and Vt80,000. A copy of the Cyclone Betsy account bank
staterment for the month of December 1995 is attached as annexure”H™.

It appears that these payments relate to the purchase of votes for the
November 1995 general elections. Many of the cheques were dated 28
November 1995, two days before the elections. These facts taken
together with the request for money from the Honorary Consuls points to
conduct by Mr Korman to encourage the receivers of that money to vote
for either himself or his party. Such payments are contrary to the
provisions of the Representation of the People Act as stated in section

12



2 5 of this report and may amount 10 the offence of bribery. Why else
would 256 cheques be signed by Korman at the time of the elections?

8.19a This allegation was put to Mr Korman in the preliminary report and he did
not make any comment, nor denied it.

Mr Korman's reply o our preliminary report (paragraph 8.19a
to paragraph 8.19d)

To Madam M.N. Ferrieux PATTERSON
Ombudsman of the Republic of Vanuatu
Port-Vila

Re : Inquiry into my Private Businesses
References : Your red paper of 4 February 1998
Madam,

| am surprised to see a report produced by your office
concerning one of my personal bank accounts. The Ombudsman
Act (even though it doesn'’t actually exist legally) does not allow
you to investigate into the Government's private businesses and
particularly one individual's businesses, unless the Court allows
you by means of an official document to obtain necessary
information your office may require in order to produce a report.

| consider your report as an attack on the rights and the life of
an individual (citizen) of the Republic of Vanuatu. | qualify it as
illegal and unconstitutional.
Yours faithfully
e.c. General Manager Bangue d'Hawali
MOTIS and Associates
(Original reply in French is attached as annexure “*
8.19b In his reply to the Ombudsman Mr Korman did not answer or offer any
explanations for the allegation. Instead he made only general
statements. His main remark was that he claimed the Ombudsman has
no right to investigate his personal business.

8.19¢ Mr Korman is incorrect. Firstly, the initial funds placed into the account
were public money. Secondly, where the Ombudsman is investigating a
breach in the leadership code corruption or misappropriation the
Ombudsman is authorised by Section 19(5)(b) to obtain information of a
personal nature, including, as in this case, access to bank records of a
leader. |If Mr Korman truly believed the Ombudsman’s office did not have
the right to investigate his personal business or his accounts he would
have referred the matter to the courts. He did not.

8.19d Most significantly Mr Korman has not denied the allegations contained in
the preliminary report.

13



8.20

8.21

8.22

8.23

8.24

B.25

In June 1996 some of the payments made from the Betsy account were
to various boat owners for transportation of UMP delegates to and fram
Efate for the UMP congress held at Erakor in May 1996. These
payments are as follows:

Date Amount Payment made to

31.5.96 300,000 Mv St. Joseph
81.5.96 200,060 Mv Sowentis
6.6.96 190,000 Mv Saraika
6.8.96 150,000 Mv Makila
6.6.96 150,000 Mv Makila
31.5.96 100,000 Mv Saratoka
31.5.98 150,000 Mv Tali
3.8.96 180,000 Mv Kotu

In June 1992 a paymant of Vt194,000 was made to a supplier of fuel,
Societe Mobile and Mr Korman also paid himself Vt100,000. (See copy
of cheque attached as annexure "J".)

Accounts reveal receipt of money by Mr Korman far in excess
of his salary

During Mr Karman's term as Prime Minister Mr Korman received a salary
of V12,800,000 per annum. As a Minister he recesived Vi2,400,000.

In 1995 as well as the Vt47 Millien credited to the Betsy account, over
Vt38 million (non salary amounts) were credited to his personal account,
This is a total of V186 Million. This is 30 times his annual salary as a.

In 1896 V120 Million was credited to the Betsy account and over Vi20
million non salary payments were credited to his personal account. This
is a total of V40 Million for the 1996 year. This is 14 times his annual

salary

In total for the years 1985-1886 Mr Korman received into the Betsy
account and his personal account taking into consideration some funds
were transferred from his own acccunt o the Betsy account could be as
much as Vt120 Million.

Schedules of the funds received into his personal account for 1995 and
1896 are attached as annexure “K™ and annexure “L".

14



8.1

8.2

8.3

9.4

FINDINGS OF WRONG CONDUCT AND MALADMINISTRATION

Finding No.1 -Breach Of The Representation Of The People Act

It appears that Mr Korman has breached the Representation of the
People Act in that he directly gave or promised money to persons in
order to induce them to vote for himself or other UMP candidates.

Finding No.2 - Gross Misconduct By Maxime Carlot Korman

Mr Korman acted with gross misconduct in the operation of this public
account far the following reasons:

he did not maintain suitabie records on the operation of the account
he used it to receive funds from irregular sources

he appears to have used the account to make payments to persons
for votes in the November 1995 election.

he used the account to make paymenis for the benefit of his
political party by paying for boats to bring delegates to the May
1996 UMP Conference

he transferred funds to and frem a public account to his own
personal account,

Finding No. 3 - Breach Of Public Finance Act By Maxime Cariot
Korman

Mr Korman breached S 7(3) of the Public Finance Act mentioned in
paragraph 7.6 above by not obtaining the authority of the Minister of
Finance to open the Betsy account.

Finding No. 4 - Breach Of Financial Reguiations By Maxime
Cariot Korman

Regulation 1

Mr Korman breached Financial Reguiation 1 mentioned in section 7.3
above by allowing himself to becorme an accountable Officer. According
toc Regulation 1, being a Prime Minister at that time he was not in a
position to collect, receive, keep custody of, or issue money on behalf of
Vanuatu

15



8.5

9.6

B.7

8.8

Regulation 274

In addition to finding No.1, Mr Korman breached regulation 274
mentioned in paragraph 7.5 above. He did not get the written approval of
the Minister of Finance prior to opening the Betsy account. Mr Korman
failed to submit a written request to the Director of Finance to open this
public account. The Director of Finance would have therefore made
arrangement for the opening of the account.

Regulation 275

Mr Korman also breached regulation 275 mentioned in section 7.6 by
allowing him to be the sole signatory to the Batsy account. Accordingly a
Govemment bank account will be signed by two officers, one of whom
shall be the accountabie officer responsible for the operation of the
account.

Finding No.5 - Breach Of Article 66 Of The Constitution -The
Leadership Code By Maxime Carlot Korman

In view of the above findings (1 to 4) Mr Korman breached the
Leadership Code of the Constitution. Mr Korman failed to meet the
standard expected of leaders under the Constitution. Art 66 (1) says
that a leader:

... hasa duty to conduct himself in such a way, both In his public and
privaie life, so as nat to:

(a) place himsell in a position in which he has or could have a
conflict of interests or in which the fair exarcise of his public or
cofficial duties right be compromised;

(b}  demean his Cffica or position

{cy  allow his integrity fo be called into question

{d}  endanger or diminisn respect for and confidance in the integrity
of the Government the Republic of Vanuatu.

(2} In panicular, 2 leader shall not use his office for persenal gain or enter
into any transaction or engaged in any enteronse or activity that might
be expected fo give nse to doubt in the public mind as to whether he s
carrying cut or has carried out the duty imposed by subarticle (1).

On the evidence available and given his inability to satisfactorily explain the

following:
(a) Why he opened the Betsy account unlawfully;

(b} Why he was in possessicn of [arge amounts of money far in excess of
his salary as Prime Minister;

(c) Why he deposited disaster relief money intended for relief of cyclone
Betsy into his own personal account;

(d) Why he was handing cut hundreds of cheques for cash a few days
before the 1995 election;
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9.9

10
10.1

10.2

10.3

(e) Why he was transferring meney from the Belsy into ancther personal
account held in his and his wife's name

Mr Korman appears to have misused public money for private purposes.
Another name for this is theft. In this case, his actions will certainly give rise
to doubt in the public mind about acting in his own interest or his party’s
interest. [t is difficult to see how he can held any respect or making any
claim to integrity. That the Prime Minister has conducted himself in this
shameless and potentially criminal fashion must strip respect away from the
Vanuatu Govermment.

Mr Kerman has shown himseif contemptuous of the public he was elected
to serve both In his conduct of robbing public funds for his personal use
(including breaking the election laws by paying money to pecple for the
elections) and his refusal to explain himself to the same public

RECOMMENDATIONS

In accordance with section 23 of the Ombudsman Act: Procedures after an
enquiry under chapter 10 (Leadership Code) of the Constitution if a “leader
had failed to carry or has breached any of the duties and responsibilities of
office Imposed on him under Art 66(1) of the Constitution and is guilty of
misconduct in office”, | recommend:

RECOMMENDATION 1: THE PUBLIC PROSECUTOR AND COR
THE POLICE SHOULD INVESTIGATE THE PAYMENTS MADE
BY MR KORMAN PRESENTED TO THE BANK IN THE PERIOD
AROUND THE NOVEMBER 1995 ELECTIONS WITH THE VIEW
TO CHARGING HIM WITH BRIBERY AND POSSIBLY OTHER
OFFENCES UNDER THE PENAL CODE [CAP 135].

For this purpose | will make a sworn complaint to the Acting Public
Prosecutor pursuant to section 35 of the Criminal Procedure Code [Cap
138]

RECOMMENDATION 2: MR KORMAN CLOSE THE BETSY
ACCOUNT AND HAND OVER THE REMAINING FUNDS TO THE
VANUATU GOVERNMENT.

RECOMMENDATION 3: MR KORMAN HAND OVER THE
AUTHORITY FOR THE MASCOT HOLDINGS LTD ACCOUNTS IN
SINGAPORE AND MALAYSIA TO THE VANUATU
GOVERNMENT SO THAT THEY CAN BE AUDITED.

| recommend a full audit of these accounts be carried out by the intemal
audit saction of the Department of Finance cor the Audior General's
Office. Should the audit show that the funds received into this account
are public monies then | recommend that the Attorney General send a
formal letter of demand requiring repayment of the full amount. If
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10.4

10.5

10.6

10.7

10.8

repayment is not forthcoming | consider that the Attorney General should
start civil legal proceedings to recover the maney..

ARECOMMENDATION 4: MR KORMAN HEFUND THE
GOVERNMENT FOR ALL MONIES USED BY HIMSELF FROM
THE BETSY ACCOUNT.

If Mr Korman is unable to do this | recommend that the Attorney General
send a formal letter of demand requiring repayment within 14 days, |[f
payment is not done | consider that the Altomey General should start civil
legal proceedings to recover the monay.

RECOMMENDATION 5: MR KORMAN SHOULD NOT AT ANY
TIME BE APPQINTED PRIME MINISTER OR A MINISTER OF
THE GOVERNMENT OF VANUATU NOR TO ANY POSITION
INVOLVING PUBLIC MONEY.

This is not the first time that Mr Korman has been the subject of adverse
findings and trenchant criticism from me. His conduct in this particular
matter suggests that he is both dishonest and uncaring of the laws of
Vanuatu. It is therefore imperative that he not be placed in a position of
frust again.

RECOMMENDATION 6: PARLIAMENT SHOULD PASS A BILL
ENFORCING THE PRINCIPLES OF THE LEADERSHIP CODE

This report provides yet another clear example of exactly why Vanuatu
desperately needs a legislation codifying the Leadership Code that
appears in the Constitution and we strongly recommend for the
Leadership Code to be passed in the next sessicn of Parllament

RECOMMENDATION 7: PARLIAMENT TO ENACT LEGISLATION
REQUIRING DISCLOSURE AND REGULATING POLITICAL

DONATIONS TO POLITICAL PARTIES

| have aiso previously mada this recommendation in the Ombudsman's
report on the Cleaning Contract at Bauerfield Airport dated 25 October
1996, At that time | recommended as follows:

Accoraingly, | recommend thal the Aticrney General’s Office crait legislation
reguiating political denations. Such 2w must

(a)  Plage 2 limit on the ameunt that can be donated; and

(b} Reouire full and open cisclosure by political parties and politicians of
who has donated and how much

| repeat this recommendation. The necassity arises because Mr Korman
was able to use his positicn as Prime Minister to ask various "Honorary
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Censuls” for donations for his 1995 election campaign. This was a
misuse of public office for private gain - the gain being that he and his
political party were enriched by the denations collected. A law requiring
disclosure and a limit on the amount of donations weuld put all
candidates for elections on a more equal focting.

RECOMMENDATION NQ.8 A FULL INVESTIGATION INTO THE
BETSY ACCOUNT AND MR KORMAN’S ACCOUNTS SHOULD BE

CARRIED QUT

10.9 | recommend that a full investigation be carried out on both the Betsy
account and Mr Korman'’s account by the Office of the Auditor General or
the Audit Section of the Finance Department ar depending wha will be
the appropriate authority the Public Prosecuter or the Police in order to
determine the total value of funds deposited into these account that
should be regarded as Public Funds.

Marie Noeglle FERRIEUX PATTERSON
CMBUDSMAN OF THE REPUBLIC OF VANUATU
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[Minister Of Finance 1991 - Fap 139g) RECEIVED
Member of Parliament, § rod o308
P.O. Box 834, ; lEered &
Pert Vila, OMBUDSMAN
Vanuatu,

Tel: (678) 27672 Fax: (878) 26598

The Ombudsman,
F.O Bax 125,
Port Vila

167 February, 1508
Cezr Cmbudsman,

Re: Preliminary Resart an Misuse of Cvelone Betsy Fung.

Thank you for your letter of 4% February with the capy of Frefiminary Recert On the
slleged misuse of cycione Eetsy fund,

In shert comment, ! wish 10 inform e Ombudsmans offics that my cficz knew
nowng stcut cycione Setsy und, how funds gdecosited {o cycione Setsy fund acaount

Wers recaived, and under whose Instrucicn was that account Ceing managed.

Femacs Mr. Korman wouid c2 in the best positicn to provide your offics with detzils
#our ciiice may require o complete ifs raper.

Yours zithiuly,
N

[}
I
I

|, ‘

1A T

U e

: e s '
Wille Simmy

Former WP Zorr Vi,
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Detail of majaor deposits in the Betsy sccaunt
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Varmu cash degesit

Vatu cash depesit
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Date Amaunt
28.3.9§ 200,000
28.4.96 350,120
13.5.56 1,078,300
12.5.86 300,00q
17.5.98 800,Cao
14.5.36 2,452 329

2.7.36 2,762,548
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Saurce af funds

Vatu cash dersacsit
Transizr from Karmarn's a/e no. 18400
Procaeds from the sale of SUS

Vatu cash degesit

Vatu cash deposit

Transfers frem Noumea

Telegraghic Transfer from M | Rassources

Pracseds frem the sale of 3US
Procaeds from the sale of FF
Frocaeds from the sale of SUS

{atu cash deposit

Vatu casn cdeposit

Procceeds from the sale of 3US

Ext. Sont. du 20.5.56
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Transfer frem Komman's /e ne. 18400
Proccaeds fom the sals of FF

Misa 2n Placz Prat 77

Bk S5t gu 10.1.87
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Transisrirom Korman

Transier from Kaman's /e ao. 18440

—



Annexue “Fr (3)

o .I_lr_lqlﬂl_--jl_| '
S TFC AN ¢''T TR
W3 wadvg Av0D 3001 !

_”-m- 2 R

' th _‘_J_|—!__1{_|.—.|_.4-|_I S T R T s e LR B B

=
h

PTG T 1

e L e

B
9EGY
A
< AGL LGE AN Q
oy wpeg

T owmtie ga

U/ Pve  aiva

A 0 0 0

R R UILET R
i

21 1m M1 Py

Ty ook ALY A0 s a

thi (ne ga




Annexure *pr @

AT gy Summg g

] f"i'_T-I_'I = L I e

4?' '
UI'I!' va 3 l\’ﬂ il,dh‘U:l

e

-',-

~IHOD 3u 1

B 17T

'\P

Irl’llllr_lll

fllllll!l!l

EARENT]

Liaau)

_ll i A j

llr 61714

e wpory

.('r\\('\g_]‘(‘- ||l {

\ 0y

"My
RUTRET

AR ]
M)

2

T

(]

17

\H\M




o — —

—

e e ———————— | —

RS & -

_|_|_.|_|_|_J|-_|_|_-._|_-._|___|_ 1 ety _.__
_. L I e s B R _|_ﬂ_w.ﬁ . _..n.\_.m,..uﬁu_. W.q_
, ELRER] "y mpecy
- P .-

ﬂm .._.;.
\ Ty
[k “._: { R "._.2_..:_.:.__

S IS TR B Lt

iy R/ \.\

_n:\:.\_.x: \.M.\l\ 1.&.-._ -..__H.J.,_U,__.\ \

AMYIHUR EHLEN

] }_uw.\._ m_:._.cnﬂﬁ

Ul LY .f_h_\a: bW

WMiva divg

e

—0diva § | ALINOD 30,1

................ wm.&\.ﬁ.&......_..__.,m

vl

3w

S T s L

S .

e ST

e B B

SRS el e

m—————

e —— ——

e i e M A o




o  —— Y i

| ] T
|
| " . 1
S A= 5= SR = S A !
(- : P LA |
by i
It || g zs
|
| i = -
! f_:- LRI b il
! f: e cacasg Tl RS o
= T
- -l R
o RN (e
| i Ve Beme U

if gangue d Hawaii (Vanuaru) Lid.

. -
cler aractiar ‘s wnmTrane VANt SI0T veg ey
3 ANE SE ASHCARD SIS T oL TSRS

CSREAE CE VIREMENT. TRANSFT APOLICATION

e TRl
Tl
- 3
i et Vg i !
sl A —_
-, |
l\-—t_‘ =

‘glagie .2 ITU0

Si@ QY o TIAEIErT (T
F@wan StAgngaryy L2

i




BUREAU OU PREMIER MINISTRE

o Al s St o NS R e

- A b e R 2 4 Tl B T et S
" a3
ANNEXUEE "G™®
COUVERNEMENT GOVESNMENT
DE LA REPUBLIQUE OF THE REFPUBLIC
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OFFICE OF THE PAIME MiNiST

Z1® Neovemper, 1967

Marie-Noeile FERRIEUX PATTERSON
Ombudaman

Ombudsman Offics

PORT-VILA.

Vanuam:

Dear Madam,

Ra : Setsv account documents - C.214/97 - 98/48.
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Annexurz

TR 0

ORMAN'S INCOME FOR 1995 . 4/C No, 19400201 76

ANALYSIS OF MR K

NARATION / DETAILS :
VIREMENT QRDR. CDC USD

;

13.1.93
=3.1.95 YIREMENT ORDR. CPT 10336.
5.2.83 REMBRST DAT 85 00022 DA
9.2.935 NCTRE ACHAT BB USD

l6.2.95 VIREMENT ORDR. C2T Usp
[6.2.95 ANNUL. TT G/ 94-577,

L VIREMENT ORDR. TAP/USD

7.3.95 REMBRST DAT 32z C0095 Da
8.3.93 NOTRE ACHAT 88 USD

J.=23 TREMENT ORDR. CDC UsSD
7.+.93 INTERET DAT N, 6% C00ZZ DA
7495 - REMBST DAT 95 00022 Da - ™
25<05 TRF. TELZG. ORD. VOUS-MEMES :
Z7.L03 NOTRE ACHAT BB ALD

14395 VIREMENT CRDR. TAP ALUD
3.6.95 VERST CHQ:’.'-\.LT?\EBQLES Loc:
3.595 . . REMBRST DAT 9% 00022 Da
27525 CHQ CHEQUE N, 2v 0670838
Z7.6.98 VERSEMENT Z3PECES

30.8.95 INST, PERMVL SA V. CARLOT &
T.T.83 NOTRE ACHAT BB USD

5795 VERSZVENT ESPECTS

.......

IRF. TELEC. ORD. ZSINDEN &

1.3.95
1..3.95 VERSEMENT Z3PECES

30.3.93 VIRT D'ORDRE COUVERNMENT -
1935 VIREMENT ORDR. ZBINDENE, -
=305 NOTRE ACHAT BB Uso

~g25 NOTRE ACHAT BB AlT

VERSEMENT SSPECTS
VIREMENT ORDR. 73 CNDEN
VIREMENT QRDR. C2T vr 20556
VIREMENT CRDR. CARLOT M.
VERSEVMENT S3PECES

e YO
O v
O

5
(T Y

N e
- e 4
Lh L1,

3.:0.95

30.10.35 NOTRE ACEAT 3B UsD

3L0.83 YERST CHO/ L TRES 3GUES Loc,

31133 VIREMENT QRCR. Z3INDEN =,
95 CHQ CHEQUE N. 2V fgos 3+

VCT VERST CHQ 3GS G, VASARIS
VIREVENT ORDR. Z2INDEN =,
NOTRE ACHAT 38 ==

REMBRST DAT =5 00230 o
VIREMENT CRDR. VOLS vEvEs

TOTAL EXTRA INCOME IN 1893

Ly
(]
[¥F]
if

994770
TT4I70

6.496 .

- L329.713

£0<.29]

437.938

$L.218.000

2.000.000
[.369.247
3.000
250.000
26.100
.000.530 | ..
.000.000 .
130.000
00.000
503.530
150.000
1i7.7C0

e

P

2.000.000
L30.000
.139.054
353.387
L2000
1.265 970
1£0.000
630.0C0
4 500.000
(50.000
935.250
Z258.000
048,359

e bty
F=[.272

R 7Y |

— ]

39.985.534
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Annexire L™«
ANALYSTS OF WiR KORNMAN'S [INCONME FOR 1994 . A/C NQ. 19400701 75

L N/ S AMOUNT VT3

g

2.[.94 TRF. TELEG. CRD. MASCOT H.INC 4033372
3.1.96 VIREMENT ORDR. ZBINDENE 130,000
2.1.96 TRF. TELEG. ORD. MASCOT HL DG 673.489
30.1.96 VIREVENT ORDR. TAPMAXIME C 1.742.873
33198 VIREMENT ORDR. ZSINDEN E/B. 20.000
28.2.96 VERST CHQ/ALUTRES BQUES LOoC 4221325
I7.2.56 TIT / MASCOT H. INC. [.874.320
3.3.94 VIREMENT ORLR. ZRAINDENE 130.000
21.5.96 TT O/MASCOT HOLDINGS INC. 21,243
15.298 VERSEMENT ESPECES 250.000
3.4.56 VERST CEQ/ALUTRES BQUES LOC. 120.600
25198 VIREMENT ORDR. TAP. 1.099.118
28,195 VIREMENT ORDR. Z2INDEN E. 130.000
3.2.98 NOTRE ACHEAT BB UsSD Q14175
24.5.96 C/BPNC. NEA 1.000.000
3.6.961 VIREMENT ORDR. ZZINDEN 130.000
[7.5.94 VERSEMENT CHEQUE EN DEVISE 323.390
12,798 VERST CHQ / AUTRES 3QUES LaC. £80.000
[.3.26 NOTRE ACHAT BB 1SD 327.500
3i.3.36 MOTRE aC=AT BB FE 838.400
IL.3.%8 NCOTRE AC=AT 35 == 84100
17.3.%46 VERSEMENT ESPESC=S a00.000
43,28 REJET CEEQUE N. 138220 130.000
25295 REIFT CHEQUE N. 133205 z.000
27.2.36 NOTREACEAT 3B 5D 1.197.240
12.10.24 NOTRE ACHE2T BB 77 1,584 200
3.11.96 VERSEMENT CEQ/3C D "EAWALY <30.000
3.01.94 REJETCEEQUE N. 352275 300.000
3.01.96 VERSEMEMT =3PECSS Lge.coo
k3, VERSEMENT S3P=EC=3 (20.000
! VERSTCHOD s AUTRES L Lo plipellics
REZETCHEQLE N. 3727537 13.000

REJET CHEQL = N, 352537 13000

REJET CHEQUE V. 352720 13.200

e Wl 4

REMB. OF 25 22
VERSEMENT CHQ/ B3G D'EAWAD V

VIRT D'ORDRE CCUVERNENENT

|- -

TOTAL EXTRA INCOME 1IN 1994
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PREAMBLE

“Were they ashamed when they had committed abomination ? Nay, Nay,-they
were not ashamed, neither could they biush ; therefore shall they fall amangst
those that fall. “l will surely consume them” saith the Lord * Jeremiah& vs
12 & 13

1 CASE NUMBER
Case 8211

2 THE COMPLAINANT

2.1 This is an Own Initiative investigation done under section 14(1)(d) of the
Ombudsman Act No14 of 1995. The investigation was initiated after an
article was published by Trading Post Newspaper on 20 July 1936.

3 COMPLAINT AGAINST

3.1 Mr Maxime Carlot Korman (“Mr Korman®) former Prime Minister

4 THE COMPLAINT

4.1 During the term of his Government from 1991 to 1995, Mr Korman
opened an account with Banque d'Hawalii allegedly to be used for
disaster relief stemming from Cyclone Betsy. The account was named
Carlot Maxime (Comité Secours Cyclone Betsy). It is alleged that he
had used this account as a personal account and had misused the
account for his own and/or his party’s interest.

5 SUMMARY OF INVESTIGATION

5.1 The investigation into the operation of the account of Cyclone Betsy
(“Betsy Account”) revealed that Maxime Carlot Korman (“Mr Korman”)
is unwilling to distinguish between the funds which belong to the people
of Vanuatu and those funds which are his own.

5.2 |t is evident that the Cyclone Betsy account was used by Mr Korman to
disguise funds received by him for transactions he did not want people to
know about and thought they may be hidden behind an account with a
“social name”.

53 It strongly appears that Mr Korman used the account 1o disguise the
payments to persons for votes in the November 1995 elections.



! -
| - i



