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The Speaker, Rt Hon Sir Peter Kenilorea took the Chair at 9.30 am

Prayers.
ATTENDANCE

At prayers all were present with the exception of the Minister for Home Affairs, Provincial Government & Rural Government, Agriculture & Livestock, Culture & Tourism and members for West New Georgia/Vona Vona, West Guadalcanal, Home Affairs, East Are Are, North Malaita, Maringe/Kokota, Gao/Bugotu, South Vella La Vella,  North Guadalcanal, West Kwaio, North Vella La Vella, and South New Georgia.

Mr Speaker:  Honorable Members, the Bills and Legislation Committee needs extra time to finalize its report on the State Owned Enterprise Bill 2007, and as such Parliament will suspend to allow the Committee to finalize this important Bill this morning and to have the report ready for distribution to Members.  I therefore suspended Parliament.

Sitting suspended until 2.00 pm 
(Parliament resumes)
PRESENTATION OF REPORT

· Report of the Bills and Legislation Committee on its Examination of the Magistrates’ Courts (Amendment) Bill 2007 (National Parliament Paper No.40 pf 2007)
FURTHER STATEMENT OF GOVERNMENT BUSINESS 

BILLS

Bills – Second Reading

The Stated Owned Enterprises (Bill 2007)

Hon Huniehu:  Point of order, Mr Speaker.  Mr Speaker, as you all would realize, this very important Bill was distributed to Members of Parliament yesterday and my Committee had the opportunity of deliberating this Bill just this morning.  We have gone through the Bill with officials of the Ministry of Finance and these officials can attest to my submission that we have had a nice discussion.  

The Bill as presented to this Parliament has gone through the Committee and my committee had expressed certain concerns which we think the reports presented by the Bills and Legislation Committee ought to be properly presented to this Parliament for Members of Parliament to read before presentation of this very important bill.
Parliament officials who are doing this report think that it would take them a couple of days to put this report together for presentation to Members of Parliament, hence it is our view that since this is an important bill and since we would like to see Members of Parliament read through the report of the Bills and Legislation Committee this Bill be deferred until later.  

Mr Speaker, we were also thinking that the Correctional Services Bill 2007 is the one to be moved this afternoon for its Second Reading.  I am just asking you, Mr Speaker, whether the Minister or the Prime Minister can consider this request from the Bills and Legislation Committee.  Thank you very much.
Hon Lilo:  Mr Speaker, this is probably one of the bills that has been submitted to Parliament in very good time.  In fact it was submitted to Parliament some three weeks ago and I would thought that the Chairman of the Bills and Legislation Committee should take it on himself as an obligation as Chairman of that Chairman to ensure that all parliamentary matters required of the Committee are executed in good time.

Mr Speaker, I think there is no provision for deferment under Standing Order as requested by the Chairman.  Standing Order 48 is absolutely explicit about tabling of bills in the second reading that once it is tabled it shall stand committed to the Committee of the Whole House.  

With that, Mr Speaker, I submit that the deferment request by the honorable Member for East Are Are and Chairman of the Bills and Legislation Committee cannot be entertained.  

I have just received a note here that the Bill was distributed on Monday 6th August 2007.  That is ample time for the Committee to sit and deliberate on the bill as required under the Standing Order, Mr Speaker.  Thank you.
Hon Sogavare:  To add to what the Minister has said, Mr Speaker, the process of getting bills to eventually pass goes through several processes.  The first one is through the Cabinet which looks into policy matters surrounding a bill and passes it.  After that it comes to the committee of Parliament that deals with bills and then it comes to Parliament.  We are still in the process of getting this bill passed.  
Coming to Parliament is another process through second reading, the committee of the whole house, and if the advice from the Bills Committee is that it needs some serious amendment to the bills then there are procedures set out by the Standing Orders to get amendments in the House.  I think the process is still going on.  
As explained by the Minister of Finance, once a bill is tabled, second reading and committed, then it is still in the process of getting through unless the Bills Committee has some serious reservations that will make a bill defeated on the floor of Parliament then they are free to raise it during the debate and to take note of it.  And if the concern is such that it needs some serious amendment to the bill, it can be done through the processes set out in the Standing Orders.  
This side of the House does not see any reasons why we should defer this bill.  The Attorney General is here and if you want to ask him some legal opinions on that matter then you can ask him to enlighten us more on the provisions of the Standing Orders.

Mr Huniehu:  Mr Speaker, I am not asking for a legal opinion.  I am only making a request on behalf of the Bills and Legislation Committee in the interest of consultation processes established by the Standing Orders of Parliament.  
I am not arguing the fact that this Bill was tabled here on the 6th October.  I am arguing the fact that we received this bill in our pigeonholes just this week, and then summoned to look at this Bill just this morning, which is the reason why Parliament has to adjourn this morning.  Therefore, in order to do service to this bill and to the Committee charged with auditing bills of this nature, I think it is right that we defer its consideration because the Committee is yet to produce its report, and the report will be presented in a couple of days time.  This is not a legal issue but I am only pleading with the government.  
This is an important bill, which the Prime Minister attested to and one which I see as part of the Government’s economic reform and therefore Members of Parliament should read the views of the Bills and Legislation Committee relating to certain important provisions in the Bill that is now before Parliament.  


Mr Speaker, in many parliaments when a bill is tabled in Parliament for its first reading it does not necessarily mean it has to be debated during a same sitting.  It can be debated at meetings later on.  But in here we seem to have the view that when bills are presented for first reading, the second reading must happen during the same meeting.  No.  I am asking for more time to allow honorable colleagues to read our report and for them to digest the contents of our report as against the Bill that is now set before Parliament.  That is just a simple request and I hope the Government will consider it.  We could debate it early next week.  We are not objecting the bill but we just want the views of the Bills and Legislation Committee to be heard.  
If this request is not granted, Mr Speaker, what are these committees for?  Why is it necessary for committees to produce reports of bills and making recommendations to this Parliament?  If the Government thinks it has the number to bulldoze every bill then do away with all the parliamentary standing committees.  We have a genuine request in the interest of the consultation process allowed under the Standing Orders of Parliament and that is what we are simply doing.  Thank you.

Mr Speaker:  Standing Orders 43, 44, 45 up to 48 have been followed where the Bill was in the hands of Members in ample time and therefore I allow the Minister to go ahead and present the second reading of the Bill.

Hon LILO:  Thank you, Mr Speaker, and I thank you for your ruling.  I also thank the Member for East Are Are, the Chairman of the Bills and Legislation Committee for his concern on this particular Bill.  

Mr Speaker, I rise to beg that the State Owned Enterprises Bill 2007 be now put to the second reading.


Mr Speaker, Members of this honorable house would recall that when this Government came into office in May 2006, we set ourselves an ambitious goal of reforming the economy to ensure that all Solomon Islanders particularly our rural people can improve their standard of living.  This Bill is one part of that reform program, Mr Speaker.


Mr Speaker, the Government currently owns a wide range of SOEs whose activities significantly affect the performance of our economy.  Activities of SOEs include important infrastructure services such as electricity, water, ports, airline, postal and broadcasting and other SOEs are also involved in commodities export, printing, ship repair and maintenance.  It is most essential that these SOEs contribute, and contribute to the maximum extent possible to the medium and long term sustainable economic and socio development of this country.


Mr Speaker, let me reiterate that what this Government wants, and I believe what all of our people desire is more efficient and effective SOEs that are delivering better and improved services accessible to our people and at affordable prices.  This Bill provides the framework for this to be achieved.   
Sir, in order to achieve more efficient and effective SOEs, good corporate governance is an essential prerequisite.  The experience in the Solomon Islands has been that the lack of proper corporate governance contributes significantly to the poor performance of SOEs with flow-on effects to other sectors of the economy including the Government’s ability to finance social services.


This Bill introduces a modern consistent governance framework across all SOEs which provide a solid basis to improve the service delivery and financial performance of SOEs.


Mr Speaker, the proper management and financial performance of SOEs is most essential.  Successful SOEs can provide a substantial financial return to the government and the economy with the injection of funds.  On the other hand a poor performing SOE sector is a drain on government resources and would mean lesser resources available for expenditure in other sectors such as education and health.


Sir, Members of this honorable house will also be aware that almost all the SOEs are currently facing a number of problems.  This includes the lack of clear strategic goals and performance targets, the lack of clarity with respect to the roles of ministers and directors, a lack of update information on the SOEs service and financial performance and a lack of accountability.


State owned enterprise boards often lack the mix of relevant skills needed to properly run the SOEs and prices are often insufficient to cover the cost of services.  Moreover, Mr Speaker, there is lack of planning and transparency around the provision of non economic services and most particularly social services to our rural people.


Mr Speaker, the key features of this Bill includes
· setting the principle objectives of the State Owned Enterprises;

· clarifying the roles of Ministers and Directors;

· defining the reporting and transparency requirements;

· defining requirements with regards to any government financial assistance;

· providing provisions for the government to procure non-commercial services; and 
· some transitional mechanisms.
Sir, to ensure the governance framework is clear and effective, the SOEs Bill provides that the principle objective of every SOEs is to operate as a successful business entity.  Mr Speaker, this is an important, clear, legislative direction to the board of every SOEs.  It will guide the objectives each board sets for senior management and will be the objective against which each board will be held accountable.


Sir, defining the roles of Ministers and the Board is a crucial element for achieving good governance in our State Owned Enterprises.  This Bill brings more clarity to the role of the shareholding Minister (as owners), the role of Directors (with overall responsibility for the performance of the SOEs) and the relationship between the Ministers and the Board.

Sir, our SOEs need to be more systematic in their planning, more transparent in their decision making and more accountable for their decisions.  In order to achieve this, one of the important elements of this Bill is the Statement of Corporate Objectives (SCO).  The SCO is developed by the Board of Directors and submitted to the Minister of Finance and the Sector Minister.  But the Board, however, must consult with both the Ministers prior to finalizing the SCO, and the Ministers have the power to direct the composition of the Statement of Corporate Objective.  A SCO has a number of components, but one crucial element is that it must set out the commercial objectives of the SOE for the upcoming year and the subsequent two years.  

Mr Speaker, to enhance transparency, it is a requirement that the SCO be disclosed including any amendments to a SCO, and any direction from one of the accountable Ministers on the composition of the SCO.  Once finalized, the Board must make decisions consistent with the SCO, and will be held accountable for achieving the objectives set out in the SCO.


Sir, you will also appreciate that accurate, timely and transparent reporting of financial performance and service delivery is very important in promoting long-term improved performance of SOEs.  This Bill establishes a framework of half yearly and annual reporting that sets proper standards for reporting and transparency.


Sir, as we all will agree, greater transparency and pubic scrutiny of a state owned enterprises performance will enable its board and manager to be held more accountable for their contribution to its performance.  This, in turn, will encourage them to act more in line with the agreed goals for the SOE as set out in the SCO

Mr Speaker, in some instances, the Government may provide financial assistance to a SOE on terms which are more favorable than commercial terms.  To ensure such instances are open and transparent, this bill requires any government assistance to be shown separately in the financial reports of the SOE.   These reports are to be tabled in Parliament by the Minister and published by the SOE as well.


Mr Speaker, an important aspect of ensuring SOEs have a clear, consistent objective is to have a simple and transparent mechanism whereby the Government can procure the delivery of non-commercial activities.  The specific rules around how such services can be procured are not defined at present.  However, this Bill provides that such a mechanism can be defined by regulation.  
With regards to regulations, Mr Speaker, the Bill also provides for regulations that will set standards and processes for directors’ selection, the duties of directors, and the exercise of any regulatory functions by the SOE.


Mr Speaker, some SOEs are companies and some are statutory corporations with their own establishment legislation.  This Bill however focuses on the matters described here, and will apply in addition to the Companies Act and other relevant legislation.  Where there is any inconsistency in the State Owned Enterprises Act and its’ regulation will prevail.


Mr Speaker, as I have stated earlier, this Bill is an important part of the government’s reform program.  The Bill will help us ensure that all businesses the government owns operate in a matter that is systematic, transparent and accountable to help implement the policies of the government and also to deliver better services to our people especially those in the rural areas.  
This Bill demonstrates this Government’s commitment and resolve that we are making real progress in advancing administrative reforms in order to provide better and improved services to our people as well as providing a conducive environment and framework for our country and economy to thrive, progress and prosper.


Mr Speaker, with these remarks I commend this Bill to the House and I beg to move.  

(Debate commences)
Hon ABANA:  Mr Speaker, the objectives of this Bill has been outlined very clearly by the Honorable Minister for Finance and Treasury in the introduction of this Bill.  Sir, the SOEs are important agencies of the government and their contribution to the government and the economy of this country must be acknowledged accordingly.  


Similarly, there are also mixed views and reactions by stakeholders regarding compliance with key good governance issues in relation to the operation of the SOEs.  Whilst it may not be appropriate to make sweeping and generalizing statements on the SOEs due to their varying status, I see this Bill as a demonstration of a responsible government putting in place the governing principles for improving performance and accountability of our SOEs and the respective responsible ministries.  

Mr Speaker, the Grand Coalition for Change Government embraces the need for necessary reforms and my colleague, the Minister for Finance and Treasury updated us on the impact of some of these reforms in his earlier report on the status of the economy at the beginning of this meeting.  


Sir, this Bill is consistent with the Government’s policy and does not only contribute positively to improved performance and delivery of services to the people of this nation but also ensuring accountability to state owned enterprises and the respective ministries.


Mr Speaker, with these few remarks, I support the Bill.  

Mr BOYERS:  Mr Speaker, thank you for giving me this opportunity to debate this Bill presented by the Minister of Finance.  My contribution will be brief.  
As a member of the Bills Committee I did not have time really to put my contribution together and so I will deal with it in a manner which is more off the cuff.  I am sure this will be a very short debate because Parliament has not been informed of the consultation process by the Bills Committee as there is no report from the Committee.  


First of all, Mr Speaker, as a former Minister of Finance, I would like to view this Bill as a disappointment in the process of good governance.  I would just like to touch on some of the issues that were part of the reform program of good governance by the previous administration.  What comes to mind when I had consultations with the World Bank and other international organizations is abuse in office.  The history of this country has shown that abuse of any government enterprises started from the top.  
I can remember, Mr Speaker, the time I terminated the NPF Board and was taken to court by the members and according to the Act I have total power to do so.  That caused a lot of discontentment.  But that was the power of the Minister.  I am glad to say the NPF has shown considerable returns for the people of this country due to decisions that were made by that Board and the present Board.  


The crux of the matter is that I realize Ministers have too much power and I requested the World Bank at that time that power should be shared to oversight institutions, for example, in our financial institutions - the Central Bank.  I was prepared at that time to be the first minister ever to present a bill before Parliament to remove the power of the Minister of Finance and put it to a good governance process of an oversight institution – the Central Bank.  Of course, I ran out of time and also did not believe it would happen then but it will happen now.  This Bill reinforces the position of us now giving more power to the top and less power and participation at the bottom.  
If we are truly following the roadmap, which the late Bart Ulufa’alu pioneered in the Tripartite Committee by the Sir Allan Kemakeza Government, which we now called the Bottom Up Approach, SOEs would be more in the hands of people at the bottom than now at the top.  We are seeing a classic example of Ministers being shareholders in SOEs, shareholders and owners.  It takes enormous responsibility like a director.  
Mr Speaker, if any of these SOEs go into severe debt it is all right there would not be a fine because the government has made provisions here to bail them out.  
This Bill is putting an enormous amount of pressure on the Prime Minister.  Because if there is any breach to a regulation enacting a fine to that accountable minister for $50,000 or to any person say $100,000 that Minister then puts pressure on the Prime Minister to cover it up, bail it out or else there might be a change of loyalty.  I do not see good governance in relation to that.  It is open to abuse, it is open to opposition and I feel that SOEs are going to get further into debt. 

One classic example, Mr Speaker, is the Solomon Airlines which is now in a position of insolvency, and this would mean using very precious government revenue to bail out SOEs from here on.  
Mr Speaker, I can give you an example of the privatization policy.  When I was the Minister of Finance, the debt restructuring of SOEs, for instance Soltai was in financial difficulty and debt.  We put together a debt restructuring proposal and if the government bailed out of the funds for the debt with NPF on behalf of Soltai that they would enter into a privatization corporate policy saying that if they borrowed our funds any further, borrow funds from the government or wherever and are in default they would be wound up.  They have to borrow from financial institutions, which they have done and they are committed now to run like any other private sector. They are forced to perform to the rules of a level playing field in the corporate world. 

What we have here is SOEs run and controlled by Ministers under the guise of accountability.  It is true this Bill makes it more accountable but it does not stop it going further into debt.  It just gives an excuse to be able to justify further debts.  Yes, it is a service institution.  We are seeing, as we speak, the difficulties of how the government is a regulator and owner at the same time.  I feel that this is just another stepping stone to misuse government funding that could be well-spent on education, health and infrastructure.  

We are seeing the recovery of this country so far, Mr Speaker, which is mainly the private sector led growth.  The bottom up approach is supposed to economize the rural people in their settings, which is a great idea we have been doing for sometime.  But it is not the answer.  
If we are going to enjoy the revenue flows of Vanuatu and Fiji which have 75 cruise ships this year, 7,000 tourists a month, and a stable economic base then this is not the way of doing it.  


Good governance, Mr Speaker, is putting checks and balances in place for us and not trying to control them so that we are a regulator and an owner.  We are creating more liability, creating more debt and limiting our options on where to spend money where it is needed most. 

Sir, more efficient service delivery is yet to be seen.  Setting objectives is an obscure thing - objectives of better service delivery, good corporate governance, profit, there will be no dividends.  We are so far into debt already and it is going to take years.  What this Bill is justifying is a process of being able to utilize more government funding to bail out our state owned enterprises.


The Bill, yes, it talks about trying to be more accountable, making people more accountable – the oversight position.  There are loopholes everywhere.  I come from a constituency where Solomon Taiyo contributes probably most out of all state owned enterprises in this country.  I think its contribution to the SIEA is a million dollars a month just to keep Honiara running in power.  
I feel that the Minister is the ……of one of these SOEs to ICSI appoints a board.  I think there is going to be massive misuse and manipulation.
This is a very disappointing Bill.  I believe it speaks volumes of the direction we are heading.  If I was a Minister appointed to whatever SOEs I would not accept it and therefore may be I would not because I am always going to be in the Opposition.  

But I would like to caution the government and the Minister that the responsibility is on behalf of our people but this does not reflect the bottom up approach.  As we heard yesterday during the debate of the Magistrates Bill moved by the Minister for Police and Justice, one of the contributors to the Bill mentioned he was happy to see the bottom up approach reflected in the judiciary.  I would like to see that comment made today because it is going further to the top and less to the bottom.  The revenues of this country that are going to be collected are going to be pouring into a bottomless pit of debt after debt after debt.


As a businessman, Mr Speaker, I had to survive - business in a corporate world, I know the pit falls and I can see them well ahead.  

I wish the Minister, other Ministers and the government well in trying to manage this Bill.  But I think at the of the day the accountability process to really audit will unveil a continued growing debt and continued bailing out of the revenues of this country that should go for the services and needs of these people which is health and education.


With those few words, I resume my seat.

Hon FONO:  Thank you, Mr Speaker for allowing me to contribute briefly on this very important Bill.  In so doing, I thank the Minister and the Government for seeing it fit in bringing this piece of legislation to this honorable House for us to pass.  

Sir, as I have said wider consultation by the government on any legislation is very important.  I hope there is wide consultation on this State Owned Enterprises Bill prior to tabling this piece of legislation to the House.  Even we Members of Parliament only have access to legislations when they are already tabled in the House and not during the consultation process which can enable us make suggestions for improvement to the Bill.  

Having said that, Mr Speaker, the importance of SOEs to our economic development cannot be denied, and this is in terms of the socio economic development of our nation in the last 29 years since independence.  Much of these SOEs are government agents set up purposely to provide services for which the government has withdrawn its service from, namely such as SOEs as the Commodities Export Marketing Authority, the Solomon Airlines, the Solomon Islands Broadcasting Corporation, the Solomon Islands Electricity Authority, Home Finance, Ports Authority, the Postal Corporation, Solomon Islands Water Authority and others that I cannot name.  These are very important SOEs owned by the Government, and yet over the years we have seen quite a lot of them at the brink of collapsing economically and so the government has to step in to give subventions for their continued existence.


Mr Speaker, most of them or if not all of them have their own legislations, which Parliament too passed the Acts governing their operation.  It would seem to me that over the years there have been amendments to the specific acts for improvement to their performance in order to deliver the services that our people need.  For example, the Commodities Export Marketing used to be the sole exporter of commodities in the country, and just a few years ago may be during your time, Sir, you made amendments to the Act so that now it is privatized - most of the marketing was privatized thereby allowing private sector players in that field.  I believe CEMA now is only operating as a regulatory body.  This has allowed Solomon Islanders to take on the challenge of exporting the commodities of the country.  Therefore, I see as very important the role that SOEs play in providing services which the government is not doing.


Mr Speaker, most of the SOEs seem to control themselves.  They make their own management decisions.  Of course, there are boards appointed by the Minister which normally report back to Cabinet or even Parliament.  But I fail to see any SOEs making profit at the end of their financial year and therefore pay dividend to the government.  That is what they should have been doing.  I believe this piece of legislation would cater for that so that in the event SOEs are making money they should be paying dividends to the government.  That is what is required of them.  Otherwise the government and the general public see the SOEs as owned by the management and most of them are getting rich building big houses in Honiara.  Most of them are getting rich because there is no control whatsoever on these SOEs.  There is no scrutiny and accountability done on the management of the SOEs.  That is what they should be providing to the government and people of this country.  
I believe there are some merits on how this piece of legislation comes before the house so that the government can have a say in the management of the activities of the SOEs so they are not seen as solely owned by the management.  The management of these SOEs decide on their own terms and conditions, including the board, which I believe some MPs are board members and are receiving additional benefits apart from the remunerations provided for under the PER.  


Sir, it is important that the SOEs are brought along that line of thinking so that they are held accountable because most of the SOEs now, we do not know whether they are making money or not.  Over the years quite a number of them have not provided financial reports to Parliament so that we know how well they operate.  They tend to depend on government subvention most of the time.  However, I understand the Government has suspended subventions to SOEs this year, and so some of them are increasing their fees again and so people suffer in terms of the costs in order for the SOEs to survive.
Mr Speaker, the only reservation I have about this Bill is the provision that allows the Minister to hold shares in the SOEs.  Why can the Investment Corporation not hold shares on behalf of the Government (ICSI)?  I think ICSI should be holding shares on behalf of the government because it is the investment arm of the government, and not the Minister.  I have a bit of reservation on this unless the Minister of Finance tells me the benefits of the Minister holding a share.  
I agree with the comments made by my colleague MP for South New Georgia/Vona Vona in making the Minister very, very powerful.  I think we are legalizing the powers of the Minister too much that when he is holding the shares in these SOEs he will dictate the operation of the SOEs because he too will appoint the board of directors.  Can you see my point?  

If the Minister appoints his cronies to the board of directors or if there is nepotism or he appoints people he knows and are close to him, there is going to be overall control in the operation of the SOEs.  That is my fear.  This is giving too much power to the Minister to hold shares within the SOEs.  My question is, what about ICSI?  The wisdom of our successors who once were in this house established the ICSI under an Act of Parliament, making the ICSI the investment arm of the government.  Therefore, the rightful shareholder should be the ICSI and not the Minister, otherwise he will politicize it.  That is my fear, Mr Speaker, and my first point on why I have reservations.  

Secondly, Mr Speaker, Section 10 Clause 3 says that in the event the government decides to buy shares in the SOEs, the Minister will ask parliament to appropriate public funds to buy the shares.  I think that is a waste of tax payers’ money, Mr Speaker, if the government is to pump in money to acquire shares in the SOES.  
Whilst there are merits in the government buying shares, I can see the rightful institution that is supposed to hold government shares to be ICSI, the investment arm, taking it away from us politicians.  
I understand the Minister may not hold shares in his personal name but under the title, and that is good, but politicizing the operations of the SOEs cannot be ruled out.    

Another Clause 12(B) is asking the Minister to decide by written notice to the board to declare dividends.  I think we are doing the opposite.  It is the board that should decide, based on the financial performance of SOEs, before recommending to the Minister to declare dividends.  We are doing the opposite.  

If the Minister is to issue a notice to the board declaring the amount of dividend that must be paid, then I am sorry because the SOE will soon collapse.   

My fourth reservation, Mr Speaker, is the provision of community service obligation provided for under the Act is open to politicization.  A minister who is a shareholder of a SOE can give political directive to the SOE to provide community service obligation.  It can happen.  I know this is happening within the Solomon Airlines where complimentary tickets are given to groups going to a certain place.  When that happens the Airline does not get revenue that it is supposed to get for its operating cost.  We cannot rule that out.  
Sir, having this community service obligation provision is only legalizing political interference that we politicians usually used to destroy the SOEs that were already established.  

Mr Speaker, I would have thought this Bill should look at different avenues to what have been the practices at the moment.  These are practices like ministers having control over the SOEs, ministers appointing boards to SOEs.  Let us do away with that because politicizing the SOEs will make them not operate as commercial entities.  Why can’t we pick people with commercial backgrounds to be in the boards of SOEs so that they run commercially and viable so that at the end of their financial year they pay dividend to the government.  Instead this Bill only legalizes the politicization of the SOEs.  That is the worst scenario that could happen because the SOEs will collapse.  
Those are my reservations on this Bill.  
Mr Speaker, as I have said I am going to be brief.  I can see the importance of SOEs and the need to bring them onboard so that their efficiency and performance is enhanced so that at the end of each financial year they make profit and dividend is paid on that profit to the government so that the government uses that dividend for service delivery to our people who live in the rural areas.  That should be the ultimate goal.  

The planning processes and corporate plans should be the management’s task under the respective Acts of Parliament that are now already in place.  And if that is not in place the Parliament is here to make amendment to existing Acts so that they put on the right track.  
Mr Speaker, whilst it is important to look at improving the performance of SOEs, I have reservations on how this Bill is trying to legalize the powers to be given to the Minister which can lead to political decisions outweighing economic decisions for the success of the SOEs.  
With those few remarks, Mr Speaker, I resume my seat.

Mr HUNIEHU:  Mr Speaker, I will briefly contribute to this Bill.  This is basically a follow up of the general statement I made this morning on this Bill in relation to the Bills and Legislation Committee and our views.  
I wish to reemphasize the need for ample time to be given to the Committee to conduct its deliberation on the Bill before it is presented to Parliament for its Second Reading.  This is very important.  
The operation of SOEs can impact greatly on the budget of Solomon Islands and therefore there is need for better scrutiny of the Act.  Any adverse circumstances such as the one now facing the Solomon Airlines, has the potential to result in substantial losses to people of Solomon Islands.  Therefore, I believe Members of Parliament require adequate time to consider this important piece of legislation.  
Due to severe time constraint in preparing this report, it is only important that Members of Parliament are given enough time through the Bills and Legislation Committee to furnish Parliament of this important piece of legislation.  
Mr Speaker, I have expressed great concern about the Bill in its present form and strongly recommend the Bill to be deferred to a later time.  I said this, this morning for very important reasons.  The direction the Bill is heading is also not clearly articulated.  The extensive power of the Minister of Finance and the holding of shares in SOEs give legitimacy to a practice that has been abused in the past.  
Although the overarching aim of the Bill was to improve the corporate governance of SOEs so that SOEs are more accountable to Parliament and the people, I am concerned that this Bill does not clearly achieve its objective.  
Mr Speaker, I wish to say in brief that when the Investment Corporation of Solomon Islands Act was enacted, Solomon Islanders feel these enterprises will be making very big money for the government and therefore their expectations were high.  It also is the same with other government enterprises established to provide services to the people of Solomon Islands.  However, the opposite has been happening since we attain independence in 1978.  Instead of these public enterprises making money in the interest of the people of Solomon Islands, they have more so become liabilities to the people of Solomon Islands.  This is my great concern.  If you look at the liabilities, the massive losses of state owned enterprises, and the borrowings they have incurred on the Banks, this is causing great fiscal instability within the banking sector.  Every time a state owned enterprise fails to perform and fails to meet its loan obligations, the government is called upon to redeem those enterprises.  A classic example is the Solomon Islands Electricity Authority which the government recently assisted in providing $18million.  
Yes, Mr Speaker, one can argue that this is the reason why this piece of legislation is instituted so that the process of good governance is ensured so that these enterprises are properly regulated and managed in order to produce profit sharing, distribution.  But in public enterprises, Mr Speaker the opposite always happens.  
I stand here to confirm that 20 years ago successive Solomon Islands Governments have been preaching about privatization and degovernisation as the way forward in economic reform.  This means unless the private sector is given appropriate incentives to pursue investment and private interest in this country there will be no sustainable economic growth.  

Sir, over the last 20 or 30 years we have witnessed that it is the public sector enterprises that continue to create financial havoc within our system.  Are we repeating the same, Mr Speaker?  Because whilst we may be trying to regulate the character of the government, I can assure you that the character of the government cannot be adequately regulated because it depends on human character.  Whoever is performing the role of the Finance Minister at a point in time depends entirely on him.  You may attend how many personal viability courses but unless you yourself realize the importance of having repentance within yourself, all these personal viability courses will mean nothing.  It will mean some information to you but we have to practice this.  That is the most important thing.

Corporate governance is the main essence to this.  But the way I see this Bill is that it is bringing the public enterprises more closely to the politicians.  The politicians appoint the board of directors, the chairman, and these people are subjective to his order and command.  
I quite agree with the Leader of the Opposition that the fear here is politicization of public enterprises.  That is what is happening to ICSI.  Sometimes there is nothing wrong with the management.  But because of the politicization of these enterprises, how can everybody be satisfied.  How can all these political animals be satisfied?  Mr Speaker, it is impossible.  Because once they are politicized, Mr Speaker, you will end up nowhere.  And that is the problem we have in Solomon Islands.  We might have conceived this idea from Samoa and Tonga but these are different democracies.  These countries are more disciplined than us and that is why they have successful economies.  I continue to maintain that it is very difficult to regulate government character here.

The most important thing for Solomon Islands to pursue is private investment.  Let the private sector play the leading role in our economic reform.  And I would have thought that the Finance Minister who claims 6% of growth rate should be focusing more on the private sector.  
But his first bill is talking about nationalization of assets, more nationalization.  When the whole world is liberalizing in favor of private sector investment, we have a Finance Minister who is more concerned about nationalization.  Who knows may be he already has a list of some more corporate entities to be registered under this Act so that they are shareholders because it allows ministers to become shareholders of such enterprises.  

We must not do this, Mr Speaker.  Public money must be respected, public assets must be respected and public properties must be respected in this country.  

The Bill as presented is very clear and precise and at the same time it is advocating good governance there are some negative aspects of doing that and so there is need for every one of us to be concern about it. 

I am not going to discuss the provisions of this Bill in detail because we will discuss those issues together at the committee of supply.  

The process of consultation is important.  I fear that the Government might see the Bills and Legislation Committee as an opposition committee and so everything the Committee suggests and recommends fall on deaf ears.  No, Mr Speaker, that is not the case.  We did not appoint ourselves to be committee members.  The only reason why some government members are not appointed is because most of them are preoccupied with other appointments in other statutory organizations and so we are left with the dry ones, the uneconomical ones and that is the parliamentary standing committees.  

But our recommendations are based on facts too and we need the government to take heed and listen to some of our recommendations otherwise when the Minister starts implementing this Bill more high court cases will come.  
Whilst we are trying to decentralize the legal system - the Magistrates taking more control of the rural areas, we are enacting a bill that will create more centralization.  For example, Mr Speaker, the Minister is entitled to make regulations on certain issues.  I want to know what those regulations are.  Although it might not be practical but I want to see them, they should be part and partial of the Bill.  What are those regulations about?  If those regulations are dealing with community services, as stated in this Act then what are those community services and how are they going to be regulated, who is entitled, who will receive them.  Parliament is entitled to know these before this Bill is implemented.   

I hope this Bill, as part of the government’s economic reform process, will achieve its desired objective.  I hope that it will achieve its desired objective of enabling, enhancing good corporate governance, good corporate practices and good corporate management.  

With those few remarks, Mr Speaker, I would like to take this opportunity to thank the Minister for introducing the Bill and for not accepting my submission this morning to defer this Bill to a later time.  
Hon NUAIASI:  Thank you, Mr Speaker, for allowing me to contribute very briefly to this important Bill, the State Owned Enterprises Bill 2007.


Mr Speaker, I think this State Owned Enterprises has never been attended to in the last couple of years as we have been talking about and this is the first time ever that a government that came into power is addressing this issue, which we think we should be addressing, and the only way to address it is to put in a bill that would address the issue.


Mr Speaker, a lot of our speakers have been talking about the past, present and they have been emphasizing and have been talking about problems that happened in the past that have not been addressed by anyone.


This State Owned Enterprise Bill is set to address these problems, and I for one could see no reason why we should criticize this Bill because I think this is the way forward to address all our SOEs so that they are conducive to address the problems we have encountered in the past years.


Mr Speaker, some of us have been talking about politicizing the SOEs.  I think that is what has been happening.  Ministers have been appointed as board of directors and so we see this Bill as reducing or remedying the problems we have been encountering.


Mr Speaker, putting in this Bill makes one to realize that the government is starting to be serious about companies that it is responsible for.  Passing this Bill will see us starting to reform the SOEs so that we can see how best the government would put this Bill into place to carry out the much needed developments we have been talking about.


As all of us know, State Owned Enterprises have their own management.  Well, that is because may be we have given them too much power through their own acts or regulations.  Somebody has to be a custodian of a bill or an act of Parliament or a resolution the Parliament is putting in place.  In this regard, Mr Speaker, the government has seen it fit that the Minister for the time being will be the custodian of the SOEs.  These SOEs would be guided somehow through other regulations so that whatever they do will be for the government to see.  

Mr Speaker, this Bill is very clear to us and it is trying to address the so many problems we have been talking about, for which a lot of us have not seen that because we have just been talking about the past experiences and today’s experiences which we seem to be blaming each other.  I think the problem is on our shoulders now.  
Sir, we must pay the debts because unless we pay our debts we cannot go further in trying to revive or trying to get the SOEs to move forward.  So I see no reason why we should be talking about this Bill.  We should just accept it so that it can be implemented.  We should support it so that we can the things that would be put in place that would be of help to SOEs.  Supporting it would enable the productiveness we are talking about to be in place in order to help our rural people and the government for that matter.

With those few comments, Mr Speaker, I support the Bill.

Mr TOZAKA:  Thank you, Mr Speaker, for allowing me the floor and the opportunity to contribute to this State Owned Enterprises Bill 2007 moved by the honorable Minister of Finance and Treasury, and MP for Kolombangara and Gizo.  I would like to thank him for introducing this Bill.  
I also would like to recognize your administration, Mr Speaker, led by yourself for planting the initial seed of reform that this Bill stemmed from.  I would like to acknowledge here the various government reform programs in the various ministries including the Ministry of Finance and other important key ministries of the Government.  Their very important job and production is what we are now attending to, the various capacity building in the various ministries especially one of which we have approved yesterday from the Ministry of Police and Justice.


SOEs we are talking about here is a very big word but basically common people know the enterprises as statutory organizations such as the Solomon Airlines, Broadcasting Corporation, the Electricity Authority, Home Finance, Ports Authority, Postal Corporation and authorities.  The question here is, are they effective, efficient and are they delivery government services?  Are they operating according to how the government wants them to operate as an alternative way of managing, running government system or services to the people in a commercial manner?  They are supposed to be leaner and they suppose to be fitter in running government services on behalf of the government.  That is basically what they are
This particular Bill, Mr Speaker, is talking basically about that.  It is a framework that we are going to build upon in these legislations in the future.  If we do not want them we can tear them into pieces, throw them away, change them because that is how the government works.  
As much as I would like to object some of the things in this Bill, it is government policy and that is how it operates.  That does not mean this side of the House has to be complacent.  We have to raise points which the other side should take note of, especially the delivery of service by these enterprises is the concern of the common people.  Services like water, electricity, airline and things like that are a great concern to our common people who understand basic things like that.  
None of us can deny the fact that the government is a machinery with a lot of levels, a lot of people, a lot of powers and authorities and sometimes these do not work properly because the bureaucracy is too big.  Therefore, we think it is better to put those things to the enterprises so that they operate in a commercial way.  It is the objective of the government to do that.  
Now we have seen that as much as we would like the private sector to behave in a commercial way of doing business, you will find that those enterprises act like the government where there is bureaucracy.  The funds allocated to them and the revenues they raise are spent on nothing but administration.  Funds are not spent on services that are supposed to be serving people.  This is the problem we have.

In looking through this bill I also have difficulty in going through myself, I need sometime but just glancing through, there are some positive things about this Bill.  One is that this time the performances of the SOEs in far as accountability are going to be publicized.  The performances of the enterprises are going to be put in the newspapers for the public to see.  That is a good and positive thing because the public will know what the SOEs are doing, how they are performing and what their failures are.
Mr Speaker, another good thing about this Bill that I see is that the SOEs and the Government are supposed to be working in partnership.  They should be working in partnership.  I wonder how many of these enterprises know about how the government works.  I wonder how many of these enterprises are welcomed in the ministries or departments when they go and see them to ask for help and assistance, ask for advice.  This is because they see them as opponents and not as partners.  This is an area this Bill is going to strengthen.

Sir, I also notice here that this Bill will also be making sure the management of the SOEs are going to be strengthened so that they employ people of the right caliber, people with the right qualification and people who are fit to run such enterprises.  

There is also another improvement on the board.  Those on the boards are not going to be appointed members.  They are going to be based on actual merits.  That is important.  We must know how the board works.  It is not just going in to enjoy the salaries and allowances of those places.  We have to produce, we have to deliver services.  We have to be committed in these enterprises, and that is what this Bill is talking about.  

Sir, in one hand here we are talking about this beautiful Bill, which I am sure it is going to be approved without any difficulties.  I am only worried about the actual implementation.  
I recognize that this Bill is not going to change any legislation.  In fact it is going to strengthen some of the legislations.  I note that there are going to be two ministers who are going to be responsible.  One is the Minister of Finance and the other one is responsible of the particular subject matter that the enterprise deals with, which is good.  But I encourage both Ministers to work together and cooperate and making sure service is important to be the focal point as well as the common people.

Having said that, Mr Speaker, I cannot comment on the points raised by my other honorable colleagues.  I am sure they have brought up points, which I am sure the Minister responsible will take note of.  If the concerns are very important in relation to the effective, efficient and productivity of the SOES, the government has in fact recognize, accept and wants to develop for the betterment of services to our people and our country.

With these few words, Mr Speaker, I support the Bill.

Mr SITAI:  Mr Speaker, thank you for allowing me to contribute very briefly in support of the State Owned Enterprises (SOES) Bill.  In so doing, I wish to first of all say that the introduction of this Bill by the Minister of Finance and Treasury is very timely in terms of government’s reform program.  


Having said that, bear with me if I were to make a small brief historical comment on State Owned Enterprises.  Because without knowing how they were set up, you would not know about the problems they encounter now to find suitable solutions to rectify them.  


I will begin by just saying that most SOEs were created by Acts of Parliament.  In my observation, they were not adequately resourced in terms of finance, in terms of manpower, in terms of assets to enable them carry out the responsible tasks they are charged with in terms of the objectives - what they need to do in terms of government policy.


Mr Speaker, the problems of today stemmed exactly from the point I am raising.  Because of that there was no proper management.  Despite of the fact they were getting subventions, the financial situations were not as the government might expect them to be.  Because of that may be they have renegated on their responsibilities report to Parliament every year by way of presenting their reports.  This Bill is timely in that respect. I would just like to stand to say this.  
Honorable colleagues it would be amazing for you to find out how the management cultures developed within some of the state owned enterprises.  Perhaps some reports will come to the hands of parliament later, which parliament will see.  But a complete new management culture is happening in the state owned enterprises.  
There was no control and therefore in some, not all, was a freehand for all situations.  When we talk this bill in terms of the Minister’s intervention, I hope we can see it from that angle also because it has reached the stage where it is difficult for us to do very much.  And it is the government who will direct the policy.  
Privatize some of the state owned enterprises or corporatize them or they remain as they are.  But this is the stage that is crucial.  So much have been said about the Minister’s powers but I think it is timely.  In a situation like this, the Minister must step in to assist the boards of SOEs to implement government policies through directives to revive them.  That is how I see it.  I take note of those particular points.  But at this stage I can only say they are based on assumptions.  
Let us pass this Bill.  I believe the government knows what it is doing and let us implement the bill in terms of the reform program, in terms of proper accountability and transparency.  That is all we need to at this time.  But intervention by the government is really needed right now.  
Sometimes the government sees that things should move in terms of its policies but in practice it is not happening.  Services are not provided and so how do you rectify that sort of situation?  There is need of government intervention by respective ministers who are responsible for which subjects come under their portfolios.  I think the law must create for that otherwise we will go on spinning like this and we do not know the end of the road.  I am speaking from what I have observed and what I have seen.


Yes, we must be sensitive to situations that these boards must not be politicized.  If you look carefully at the various appointments, Mr Speaker, most of these boards are not filled up with politicians.  When one or two politicians are there it is for a good reason, and that is to guide that state owned enterprises in terms of government policy.  But those responsible including the boards have always tried their best to pick the best people for all those appointments and jobs and also in endorsing the kind of management that is prudent and effective to run those organizations.


Those are few observations I would like to make.  I believe the Bill is timely and so we should all support it.  Give the government time to implement it and if there are changes obviously, changes will come back to Parliament.  The seriousness of the situation we are facing at this time needs government intervention and hence the importance of this Bill as tabled by the Minister for Finance and Treasury.


Lastly Mr Speaker, in terms of the services being provided in terms of their objectives as alluded to by some colleagues who have spoken, I just want to say that even if those subventions and government supports fall in the bottomless pit, please remember that these state owned enterprises employ a lot of Solomon Islanders.  If we can manage this problem properly, Mr Speaker, we will become employment creators for the youths we are talking very much about at this time.


With those comments, Mr Speaker, I support Bill.

(applause)

Mr Speaker:  I would like to remind honorable Members to observe Standing Orders 32 and 36 in your contribution to the debate.

Mr DAUSABEA:  Mr Speaker, I shall be very brief to contribute to this State Owned Enterprises Bill presented to Parliament by the Honorable Minister for Finance this afternoon.


Mr Speaker, whilst this Parliament is meant for amending and making laws and legislation for our people, I think we should not be criticizing Ministers who bring in amendments to bill because this is what this Parliament is for.  

Mr Speaker, I will be strictly contributing to this Bill in regards to two entities, which I believe have direct effect on the people I represent in this honorable Chamber.  

Mr Speaker, I am here on behalf of my people and I will present their views on things affecting them.  I am not going to touch on all the SOEs that are presented in this Bill.  The entities I am going to touch on are the Electricity Act Cap 28 and the Solomon Islands Water Authority Act Cap 130. 


Mr Speaker, whilst we are here talking about the bill itself, I would like to go further and look for solutions that will benefit the people.  This Bill is talking about restructuring of entities, making regulations and selection of members to be represented in the boards.  I find myself far from accepting those changes because my people will not directly benefit from those solutions.


Mr Speaker, those two entities are important to my people of East Honiara because they use these two entities every day.  I think you too, Mr Speaker, use water and electricity every day.  What I am saying is that this Bill does not go further to address the aspects of those two entities.  I say this because at the bottom line of this Bill the reason for changing members of the board is because at the end of the day it is the cost that counts. 


When an entity does not make money or does not live up to the expectations of the Minister the board is changed without careful consideration of why it does not make money.  I rise this afternoon to present the core of the problem.  For example, Mr Speaker, the SIEA, every month you see its charges going up.  Every month the tax on fuel price goes up but the salary of my people does not go up.  The salary remains the same.  Every time my people’s water bill goes up.  Telekom bills too but telekom is for high class members.  These two things now that we have an energetic Minister in Mines and Energy, a brother from Guadalcanal, I think we should revisit hydro to make costs affordable for my people who are in the middle class level and down.  I believe creating those kinds of solution will wake up the boards because fuel is going up every day.  The war in Iraq is making fuel to go up to US$70.00 a barrel.  We are not in control of that because we are just recipients of these commodities, and there is no way we can find any solutions for fuel to go down.


To make things further complicated we have taken now over the Shell Company.  In the past Shell and Mobil used to have their own ships to deliver fuel in countries that are their agents.  Now we are bringing it at our own cost and so that cost at the end of the day will be footed by the people - by you and me and the people we represent here.  
It is good to talk about the contents of this bill, its relationship etc., but at the end of the day where our people benefit is what matters most.  If not to you, then to me that matters most. 


Let us go further Minister.  While I have no objection to this Bill, I would like us to look further down to find solutions that will be accepted by the majority of people in this country who are middle-class earners and low class earners.  
This Bill is not making any changes.  If the Member for East Honiara is put in the board and the entity does not function he is going to be removed and replaced with the Member for Savo/Russells but eventually he is going to be removed too.  We are only victims of situations because it is OPEC that is in control of diesel and petrol.  And when the President of the United States continues to make war it is getting expensive and so we are just victims.  They will sack you and me and put in another person but it will still be the same.  
I want us to look back at our home and our base and let us try to make changes that would really benefit our people because this Bill is only to do with changing of board members.  


I am also a chairman of one of the statutory bodies, Mr Speaker, and there was complaint about the government giving a vehicle to me as the chairman.  I am trying my best too, and I am lucky that mine did not appear here, may be it performed well, I do not know.


Mr Speaker, I will be very brief but let us look at real solutions that will directly benefit our people rather than making bills that is just for the top few.  If I am removed from the board tomorrow that is all right with me because as long as fuel price on electricity and water is affordable to my people we can look after the boards.  That is my concern, Mr Speaker, so that next time when another bill is being prepared we must look at finding solutions on real issues affecting our people.


Mr Speaker, before I close, the airlines and aviation are technical areas, and so I cannot talk about those.  But these are issues I really need to present here so that we continue to find solutions that can benefit our people.  Rather than making solutions only for board members we should find solutions to problems affecting the people we represent in this honourable chamber to have a fair price and to have affordable rate on the bills they pay at the end of the month regarding these two utilities.


Mr Speaker, I thank the Minister for Finance and before I resume my seat, I support the Bill.  

Mr HAOMAE:  Mr Speaker, I shall be very brief.  At the outset Mr Speaker, it is my duty, in the first instance to thank the hard working Minister for Finance for taking this important Bill to Parliament.  Whilst I am on the thank you note, I would also like to thank those who are involved in the formulation of the Bill.


Mr Speaker, this Bill, in my view, is creating an umbrella body for all the SOEs.  Although it will give more power to the Minister for Finance, I would like to caution him now not to use those powers too much.  
At the moment, it is my observation that he is interfering in all the ministries in his statements in the SIBC.  I live at home as an ordinary Member for Small Malaita Constituency and I always listen to the radio, and I heard the Minister of Finance not leaving out any ministry, he interferes into all the ministries in his statements.  Sometimes I wonder whether these ministries have their own Ministers because the Minister of Finance seems to be speaking on behalf of all the Ministers.  
I know that money is channeled through all the ministries but I think the Ministers are capable of speaking for their Ministries mandated by the Constitution to enable them perform their duties.  Mr Speaker, I say this because if one looks at the structure of this bill, on top of the structure you will see the Minister of Finance and at the bottom, you will see the Minister responsible for that Ministry.  For example, if it is the SIEA, the Minister for Energy and Mines is there at the top, the Board of Directors of the State Owned Enterprise at the bottom.  
That is the structure and that is why I said at the outset that the structure of this Bill is creating an umbrella for the SOEs.

Therefore, let me address the situation as it is according to the structure.  I am talking to the Minister of Finance now.  I am not complaining to him.  He is an able Minister but I want to impress on him not to interfere very much into the portfolio subjects of other Ministers.


Mr Speaker, when one looks at the structure, as an umbrella body it looks good because it will ensure that state owned enterprises follow and implement government policies, and they are being directed to implement the government’s policy of the day.  I am not only talking about the present government of the day but any government of the day.  
It is my observation that our state owned enterprises, even now, that once they are established they tend to create their own empires and they go this way and that way.  If the government advises them this way they will think it is their own empires.  They have created too many small empires, and I think it is good that they are brought under the same umbrella for purposes of implementation of government policies and the Ministers.


Sir, in terms of the policy level it will be straight because the Ministers and the board (whatever board) deals with policy matters, and this is enumerated in the bill in terms of the objectives.  To put it another way, Mr Speaker, the mission statements of the SOEs are specified in the Bill.  Although if any of the management goes in contrary to those principles, I am not too sure about the penalties because the Bill does not specify the penalties.  I am not too sure because I have not gone through the bill very carefully because it just reached me this week, and that is not a complaint.


One of the important things that this Bill has missed as the umbrella body is the management.  Policy formulation is straightforward as that can be put on paper.  But the most important point why our SOEs have not performed well is not only the capitalization by the government but the management.  In this Bill, I fail to see in the structure the management aspect.  
Mr Speaker, I would have thought that a body like the Board of Governors or Board of Directors of all the Chief Executives of all the State Owned Enterprises is created in this Bill because they are the ones who will implement the policy.  They need to come together, sit down and exchange views by legislation because this Bill wants to ensure there is accountability so that when they are sent this way they go that way and it is backed by legislation, and not only that, but the accountability to Parliament as an oversight body is specifically stated.  In my view, Mr Speaker, that is something missing. 

The issue of management infrastructure is not addressed.  It can address if we create and organize a body that consists or comprise of chief executives of all SOEs so that they sit down with the Minister of Finance or whatever ministry to implement government policy.  If not, Mr Speaker, you mark my word that the same thing happening now will continue.  You can formulate policy and framework but that will come to nothing.  The Chief Executive and the Management will still do the same things they have been doing in the past.  I can tell you, sir, you mark my words because that is not provided in the Bill.   

I would have thought that such a body for purposes of coordination and implementation of government policy to every sector must be embraced within such an umbrella bill.  There is nothing to that effect in here, and that will make me not support this Bill.  
As you know, Mr Speaker, all these state owned enterprises deal with issues affecting the livelihoods of our people throughout the four corners of this country.  Electricity, water, SIBC, the Commodities Export Marketing Authority and the Solomon Islands Postal Authority as stated in the schedule, Mr Speaker and so on and on.  
If there is such a body at the management level, Mr Speaker, those people together with the government ministries, for example, the National Transport Project that deals with air transport, land transport, sea transport and telecommunication network will combine with the management committee, and they will know where cocoa is in abundance and so they tune government policy accordingly so that instead of the ministries implementing those policies, the SOEs implement the policies.  That is what is missing in here.  
Sir, whilst this Bill wants to clean it up, and I agree with the Minister that it is reforming the situation it is not going far enough, in my view.  It falls short and will fall flat on its face.  That is what I can visualize will happen to this Bill because what I have been saying is missing, and so its implementation will go hey wire.  But I leave it to the good Minister for Finance to address that particular issue.


Mr Speaker, whilst the Bill provides for an umbrella legislation or structure for all SOEs, we must not lose sight of the fact that certain SOEs deal with issue of national security.  I think that might be one of the worries of the MP for East Honiara.  For example, energy is a national security matter. Electricity, energy to fuel engines and plants for building up the country is a national security matter.


We have here a share.  The companies are opened up for shares.  Not only the companies and I am not too sure whether it will translate into SOEs and statutory bodies like the SIEA and SIWA.  That is okay but if you start to sell shares you must also be careful of the fact that if the shares are only owned by foreigners then that is not in the interest of the country.  

We may not reach that stage, and I would say that we might not reach that stage but this bill is opening it up to reach that stage.  It might be an issue of management in terms of the Ministers concern, the Minister of Finance and other people involved, but it is making that opening and that is why I am raising this point.  
The issue of water is a matter of national security.  When ministers implement this bill they must look into this carefully otherwise the sovereignty you talked too much about would be sold through the backdoor because you provide an opening in legislation.  

Mr Speaker, I think state enterprises in Solomon Islands have two hard jobs.  The first is to provide services because they are state enterprises, and secondly to try to make money or make dividends in terms of the companies.  
Our state enterprises sometimes find it difficult to reconcile those opposing roles.  Implicit in the Bill is tidying it up to make the SOEs to not only become accountable but to make money, but the bill does not address that.  If it addresses it implicitly then it does not address it explicitly.  That is a very important point that seems to address what the Leader of the Opposition today called ‘community service obligations’.  That is inside because they are state owned enterprises.  But at the same time they must make money too.  That is what I mean Mr Speaker.  This bill does not address or reconcile those two loopholes in terms of the SOEs operating within our country.  
Sir, I would have thought the Bill would address that particular issue quite explicitly but the general reason of the bill if read it in its totality has some thinking in that direction.  But I would have thought that the formulated Bill, especially the Minister for Finance could have addressed that in the Bill more explicitly because it is one of the most important points concerning the SOEs.


Mr Speaker, in terms of Section 1, I challenge the Minister that if this Bill is passed in Parliament today, when will he put it into action so that it comes into effect?  Otherwise it is going to be in 2010 or 2009.  What time?  Is it going to be next month or what time?  I challenge him on this floor of Parliament when is he going to bring this bill into effect.  Otherwise he waits until 2010 before he wants to implement it or otherwise he never intends to bring it into effect.  I know of some bills passed in this Parliament that were never brought into effect by Ministers.  

Mr Speaker, that is the reason why when I entered this Parliament I never become a board member of any SOEs because it is against my principle of being a Member of Parliament.  Because when you are a Member of Parliament you pass legislation like the one we are talking about now and then you become a policy maker and then as a board member you become an implementer as well.  Goodness sake!  That is everything combined into one man.  One of my friends once said that becoming a Member of Parliament in Solomon Islands is like that.  
The Bill states the regulation and that is good, it has my support.  I support the section that says the regulations will ensure only qualified people are members of the board.  Because one of the problems we have is using the membership of the board of directors of state owned enterprises for political stability.  That is one of the contributing factors in it.  

Mr Speaker, as I have said already its structure, in my reading is providing an umbrella structure for purposes of the state enterprises.  But I would like to stress again that certain state enterprises deal with national issues of national security and when the implementation is come I would like to ask the Ministers to take note of that, especially responsible Minister in those particular portfolio and sectors. 
I would like to ask the Minister of Finance once again through you that whilst the legislation is there you should not interfere into other ministries, Mr Speaker.  

With that, Mr Speaker, I thank you and resume my seat.

Mr MANETOALI:  Thank you, Mr Speaker, for allowing me to join my other colleagues in debating this Bill.  Mr Speaker, I am to be very brief in my debate.  

First of all, Mr Speaker, I would like to thank the Minister of Finance for this Bill.  He has done a very big job, which enabled this Bill to be brought to this floor of Parliament.  I thank the Minister of Finance for what he has done.   

What is a state owned enterprise?  It is the government’s enterprise, it is the government’s business in which some are for making money and some are for services.  That is what a state owned enterprise is.  

Mr Speaker, I have two or three concerns which I would like to point on this floor of Parliament.  The first concern I have is on Ministers being shareholders in state owned enterprises.  In here we have two ministers who can hold shares in a state owned enterprise.  The two Ministers can become shareholders.  

My point or question is, has the ICSI Act or the Investment Corporation of Solomon Islands Act been repealed or amended because normally ICSI      holds the government’s shares in any enterprises.  That is my first point.  

The other point, Mr Speaker, is that have we no longer trust our people to take up responsibilities in these enterprises and that is why we politicians are involved or hold shares in the companies?
Mr Speaker, if we look at Section 23 of this proposed Bill, its accounting minister can exercise the rights and powers as shareholders, which means as a Minister he can exercise the right and power of a shareholder.  One of my concerns here at the moment is the Minister of Finance holding the shares if this Bill is passed.
At this time I trust the current Minister of Finance but what about future Ministers of Finance who are coming in later?  Are they going to be the same as the present minister?  They might not know what shares are and so something can go wrong.  That is one of my concerns that would the Ministers be the same.  Would the Ministers of Finance be the same?  What about future Ministers of Finance coming in later who then regard the shares as their own.  

Mr Speaker, those are my concerns in regards to this Bill.  Before I take my seat, with the exception of my concerns, support the Bill.

Wind up of the debate

Mr Lilo:  Mr Speaker, I would like to thank colleagues who have spoken on the debate of this Bill.  Let me thank those who have contributed very constructively to the debate of this Bill and I also do appreciate the criticisms made by other colleagues in relation to this Bill.  

Mr Speaker, as I have stated this Bill is a product of wider consultations that involve quite a number of stakeholders in our society.  It is also a product of a long process.  This Bill is not here because of RAMSI or from advises we get from the Ministry of Finance.  In fact, state owned enterprise reform program started in 1997 initiated by the current Prime Minister when he was Minister of Finance and also when the current Minister of Finance was the PS Finance some 10 years ago.  It was also through that program that the current MP for North Vella was brought back into the system and was engaged as one of the social impact analyst of that particular program.  So it is a very long process.  And today we have finally arrived at a product of this very long process that it is now eventually presented to this honorable House.  

Sir, I would like to thank all those people out there, the very good stakeholders out there, the civil society groups that have participated very positively in the whole process of developing this particular Bill.  

Mr Speaker, I have taken note of some of the criticisms that have been made.  I would like to say to the MP for Small Malaita that I could not mark his word in terms of the failure of this Bill or the prospect of this Bill falling short of its objective.  Those were also the exact word he said to us last year when he said mark his word the economy will drop, but the economy was growing instead.  He was saying to us that mark his word the donors will not support this government but the donors are now fully supporting this government.  
In fact, I can tell you (the MP for East Are Are is laughing there) that we have just received formal consent from the World Bank informing us of the Board of Directors of the World Bank’s decision to establish the first ever World Bank Office in the South Pacific here in Honiara, Solomon Islands.  So I cannot mark his word that this Bill could possibly face the prospect of failing the objective it is intended to pursue, Mr Speaker. 

I believe this Bill will, given the course of its implementation, be able to achieve the kind of objective we are advancing in this Bill.  Sir, this Bill is all about good governance.  It is all about good corporate governance.  It is all about transparency.  


Mr Speaker, one of the biggest diseases of every SOEs we have is poor financial and management of the SOEs.  That has been the common problem of all our SOEs, and that is exactly what this Bill is trying to address so that we can enter into more active partnership at all levels of the organizations of these SOEs so as to improve their performance.  
We want to stop the very example the MP for West New Georgia/Vona Vona talked about.  He knows very well that up until now those very actions he took at that time still hovers over the minds of those people who have been affected.  That is a very bad sign of good governance.  That is the kind of action we are trying to avoid so that it does not happen again.  
He knows that he sacked the Board under the pretext of misbehavior, and up until this very day those people were not given the chance of natural justice, and controvert the allegations he laid against them.  We want to change that kind of attitude, Mr Speaker, and that is what this Bill is all about.  We want to change that.  
Mr Boyers:  Point of order, Mr Speaker. I think the Minister is misinforming the House.  We went to court based on natural justice and challenge on natural justice and the court challenge filed.  I would like to ask the Minister not to make assumptions in Parliament in regards to an issue that has been proven and validated in a court of law.

Hon Lilo:  But that is exactly what it is - the exercise of discretionary power that is unfettered.  That is the kind of exercise we are trying to avoid.  What we are saying in this bill is that we have to prescribe qualification as to how we appoint directors to avoid the kind of action the former minister for finance did. 

Mr Speaker, let us come back to the question of, are we giving the Minister of Finance more powers.  I would say no.  In fact, in the current structure of the mother SOE of the government is ICSI is the Minister of Finance.  The Minister of Finance is the majority shareholder together with the Governor of the Central Bank that holds 10% shares in ICSI.  What we are saying here is to bring back all the SOEs in partnership with the sectoral ministers.  Share the powers so that where the Minister of Finance is overpowered in the first place, share that equally with all the ministerial sectors.  Share those powers is what we are saying here.  You can see this particular provision in there.  
Mr Speaker, in spite of the fact that this bill comes into the perimeters of Parliament here so that everyone did not see it, but if you read the Bill it states very carefully in here that what we are intending to do here is that where the powers are centralized with the Minister of Finance we distribute them, share them with other sectoral ministers, and their shares are held equally.  
Where the Minister of Finance holds the shares, it has to be in equal with other ministers.  That is what we are saying in here so that there is an obligation to compel them, to consult each other to ensure that issues of policy directives, where the general management of the SOEs are to be addressed people are to address it in partnerships with those two Ministers.  For instance, in the case of Solomon Taiyo where the Government is holding the shares of may be around 51 or 49%, that 49% shares will have to be shared equally between the Minister of Finance and the Minister of Fisheries so that the interest of the nation is done, not by one voice but by two voices representing the sectoral ministries responsible for that particular sector.


Mr Speaker, you will also find in the Bill, as a show of ensuring there is good corporate governance, appointments and removal of directors is not an easy process.  You will find under Clause 17 of the Bill that where Ministers take the action to remove or appoint directors it has to be laid before Parliament.  It has to be laid before Parliament.  To me that is a very good show of transparent action so that it gives an opportunity for Parliament to have a say or to voice out its concern on the action of the Minister’s concern in relation to those SOEs.  That is a very transparent approach.  That is what we should look at in this Bill.


What we are saying here is that seeing the common problem that all our SOEs have gone through, let us target that particular problem so that the governance and performance of these SOEs are improved.  That is basically what we are asking for here.  
The common problem we are facing is poor financial management, poor managerial behavior in the management that is affecting the SOEs.  
You know what, Mr Speaker, just talking about the SOEs right now that are going through a lot of problems.  Look at the Home Finance Limited.  You had the chance of leading the government, Mr Speaker, where you have done your part in leading the government of this country.  But for all those years we have neglected this organization up until now we have been able to fix the problems of some of these entities.  Directors and managements have been giving advances using these entities like banks.  They were issuing cheques for encashment.  In fact some of those cheques were issued by former politicians or ministers responsible for those SOEs.  Appropriate actions will be taken against them.  We are trying to avoid those kinds of actions.  We must try to avoid them.  We must avoid this kind of action.  
The Solomon Islands Printers.  The MP for Small Malaita had a chance of chairing the Printers Board and he said that he never served as politician in those boards.  I cannot mark his words.  This is a person who said something in opposite to what he did.  He was a politician and a director of a SOE.  
Mr Speaker, these are the kind of things we are trying to change in this bill, and ‘change’ must be done right now.  If we do not change, these SOEs will go down the drain, these SOEs will pull down the growth of this economy.  
The MP for East Are Are joking mentioned the 6 percent growth.  Can you tell me how you measure growth in an economy?  Can you give me an example of how the economy grows and what number you will operate on?  Can you tell me?  
Mr Speaker, these figures are not figures out of the guess of the government at this time or out of the guess of the Finance Minister at this time.  It has been verified and authenticated by an independent authoritative organization, not only here in Solomon Islands but internationally as well - the International Monetary Fund and the Central Bank of Solomon Islands.  These are growths driven by a healthy private sector and that is why we are trying to reform all the SOEs so that they lead the way in leading the direction of the private sector.  
We have not changed our goals.  We are trying to lead the growth of the private sector by using the SOEs as the role model in leading the growing of the economy.  That is what we are trying to do.  But you have missed the point.  It is not only the activities of the private sector that is growing this economy.  It is the strict fiscal policy this government has been imposing that has enabled a turnaround in the private sector of this country and has enabled the turnaround of the private sector in this country.  
You had the opportunity of doing it but you did not do it.  In fact you continue to show to yourself and a very specific private sector in this country of your favor, and the results have come out.  These are qualifications not only made by ourselves.  If you read the IMF report it says so.  The growth is attributed to good sound fiscal policies employed by the present government.  We are continuing with that in this bill and in the so many bills that will come later.  We will continue to enforce and pursue all the reform measures.  
But for this bill, Mr Speaker, I would say that it is a bill that should be pursued because it is a bill that I believe and the government believes will pave the way for us to ensure that the path for our private sector in this country moving forward will be well and will contribute effectively towards the growing of the Solomon Islands economy.


With those remarks, Mr Speaker, I beg to move that the State Owned Enterprises Bill 2007 be now read the second time.

(applause)

The State Owned Enterprises Bill 2007 passed its second reading.

MOTIONS

Motion of Adjournment

Hon Sogavare:  Mr Speaker, I beg to move that this House do now adjourn.

The House adjourned at 4.30 p.m.
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