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EIGHTH OLBIIL ERA KELULAU

First Special Session, March 2009 RPPL No. _ 8-14
(Passed as Senate Bill No. 8-48, SD2, HD1)

AN ACT
To require each resident in the Republic of Palau to have coverage for healthcare costs he
or she incurs; to establish a national Medical Savings Fund in the Republic of Palau and to
provide for a Palau Health Insurance System in the Republic of Palau; and for other related

purposes.

THE PEOPLE OF PALAU REPRESENTED IN THE OLBIIL ERA KELULAUDO ENACT
AS FOLLOWS:

Section 1. Legislative findings. Article VI of the Constitution provides that the
National Government take positive action to promote the health and social welfare of the
citizens of the Republic of Palau through the establishment of a health care finance system
that provides free or subsidized health care for citizens of the Republic of Palau. Today,
health care services, with their increasing costs of delivery, along with a continued escalating
accounts receivable at the Ministry of Health, call for the establishment of a health care
financing plan that is fiscally sustainable within the context of annual budgetary and revenue
constraints. This is to meet the demand for a health system that is comprehensive in scope
and coverage and meets the needs of a growing population.

The Olbiil Era Kelulau believes that a way to meet its constitutional responsibility
while dealing with these various issues is through establishing a government-managed health
system that will provide health care for all residents of Palau. This can be achieved through
the combination of provisions for medical savings accounts and universal health insurance
coverage. Safety nets will be provided to ensure that no person is denied access into the
healthcare system or turned away for lack of money. An added benefit is that the population
will be encouraged to adopt a healthy lifestyle, taking responsibility for their own health.
Finally, Palau’s government-managed health system will be equitable in providing access to
medical care that not only meets the needs of a growing population but fosters the
development of public and private providers of healthcare services. For these reasons, the
Olbiil Era Kelulau finds it necessary to implement the National Healthcare Financing Act
in order to promote and protect the health and social welfare of the population of the

Republic of Palau.
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Section 2. Amendment. Title 41 of the Palau National Code is hereby amended to add
a new Chapter 9, to read as follows:
“Chapter 9
National Healthcare Financing Act
Subchapter 1
General Provisions

§ 901. Definitions. In this Chapter:

(a) ‘Administration’ means the Social Security Administration, which shall
administer the Medical Savings Fund and Palau Health Insurance, subject to the supervision
and oversight of the National Healthcare Governing Committee as provided for in this
Chapter.

(b) ‘Administrative expenses’ shall include salaries, wages and allowances, the cost
of office supplies and equipment, operational expenses, and the maintenance of the office, but
does not include capital expenses.

(¢) ‘Administrator’ means the Social Security Administrator.

(d) ‘Contributions’ means those amounts of money paid into the Fund by workers,
employers, self-employed workers, and individuals or entities, including the National
Government, on behalf of designated beneficiaries.

(e) ‘Covered individual’ means any individual who makes a contribution, or for
whom a contribution into the Fund is made by another individual, including but not limited
to designated beneficiaries and individuals for whom the National Government makes
contributions.

(f) ‘Designated beneficiary’ means any individual who is designated as a beneficiary
of another individual’s Medical Savings Account.

(2) ‘Fund’ means the Medical Savings Fund created by this Act, which consists of
contributions, investments, proceeds from investment, grants, donations, and proceeds from
civil or criminal suits including penalties, interest, court costs, and any other monies made

available for furthering the purposes of this Act, including Medical Savings Accounts, Palau

Page 2 of 17




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28

RPPL No. _8-14
(Passed as Senate Bill No. 8-48, SD2, HD1)

Health Insurance, and monies available for administrative purposes.

(h) ‘Healthcare facility’ means any healthcare facility approved under this Act.

(i) ‘Healthcare provider’ means any licensed healthcare provider approved under
this Act.

(i) ‘Medical Referral Committee’ means the Medical Referral Committee established
by 34 PNC § 333(a).

(k) ‘Medical Savings Account’ means an account administered by the Administration,
registered to a particular individual, pursuant to the purposes of this Act.

(1) ‘National Government’ means the National Government of the Republic of Palau.

(m) ‘National Healthcare Financing Governing Committee’ or ‘Committee’ means
the Minister of Finance or his or her designee, the Minister of Health or his or her designee,
the Social Security Administrator, one representative from the Governor’s Association, and
one representative from the Chamber of Commerce.

(n) ‘Palau Health Insurance’ means the social health insurance plan established
pursuant to this Act.

(o) ‘Participating,” when used in reference to an individual or employer, means
participating in the Medical Savings Fund, making contributions, being covered by a
Medical Savings Account as a designated beneficiary, or being covered by Palau Health
Insurance.

(p) ‘Republic’ means the Republic of Palau.

(q) ‘Social Security Board,’ or ‘Board of Trustees,” means the Republic of Palau
Social Security Board as established in Title 41 of the Palau National Code.

(r) ‘Subscription’ means the payments for Palau Health Insurance for the purposes
of obtaining coverage for specified catastrophic health care costs.

(s) Unless otherwise provided, the definitions in section 702 of this title shall apply to
this Chapter.

§902. Scope of the Act. There is hereby established a Medical Savings Fund, including

individual Medical Savings Accounts and universal coverage under Palau Health Insurance.
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Subchapter 2
The Administration

§ 907. The Administration. The National Healthcare Financing Governing

Committee (hereinafter the “Committee”) of the Republic of Palau, is hereby established to
administer the systems established by this Act, except for investments which shall be within
the exclusive authority of the Social Security Board and shall be operated in the same
manner as investments under the Social Security Act.

§ 908. Powers and duties of the Committee.

(a) The powers and duties of the Committee under this Act are to provide,
maintain, operate and report on the financially sound healthcare systems established by this
Act and to provide an orderly means to finance and deliver comprehensive healthcare
coverage to the people of the Republic.

(b) The Committee shall be subject to and bound by the Administrative
Procedure Act as provided in 6 PNC.

(c) The Committee shall have the following powers and duties:

(1) transact any business;

(2) enter into any contracts for management, auditing, actuarial, investment,
legal, or any other advice or services;

(3) issue subpoenas and administer the oaths appropriate for the
administration of the two plans;

(4) bond any employee of the Administration in such cases and in such
amounts as necessary;

(5) have the authority to promulgate by-laws, procedures, policies, or rules and
regulations, which shall have the force and effect of law, necessary to carry out any
duty, operation, or function as required under this Act;

(6) carry out adjudicative proceedings;

(7) maintain bank accounts and a bank overdraft for the normal operations;

and
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(8) delegate any power, function, duty, or responsibility as necessary to ensure
the administration and operation of the two plans and funds.
§ 909. Administrator.

(a) The Social Security Administrator (hereinafter “Administrator”), as appointed
under 41 PNC, Section 723, shall be responsible for the general day-to-day administration
and operation of the Medical Savings Fund and Palau Health Insurance.

(b) The Administrator shall have such powers, duties, and responsibilities as delegated
by the Committee.

(¢) The Administrator may, by written instrument, delegate any power, duty, or
responsibility to any employee of the Administration. Any delegation made by the
Administrator shall be made in accordance with 41 PNC § 725.

(d) The Administrator shall maintain records of all employees and of all contributors,
including self-employed persons, in a manner deemed reasonable to the administration and
operation of the two systems.

(¢) The Administrator shall prepare and submit to the Board a detailed budget
estimate for the proper operations of the Medical Savings Fund and Palau Health Insurance
for each fiscal year. The estimate shall include:

(1) the audited accounts of the Fund for the last fiscal year;

(2) a statement showing the estimates of contributions, other income, and
expenditures for the fiscal year in progress, together with any summaries, schedules,
and supporting information deemed necessary; and

(3) a budget showing the estimated income and expenditures for the next fiscal
year.

§ 910. Cost of administration. The annual budget for administration shall provide for

administrative expenses not exceeding ten percent (10%) of the estimated income for the
fiscal year from contributions and income on investments for the combined systems.
§ 911. Investment.

(a) Investments of funds in excess of those required for current operations shall be
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invested by or under the authority of the Social Security Board, in the same manner as
investments of funds under the Social Security Act.

(b) Within ninety (90) days after the end of each fiscal year, the Committee shall
submit a report to the President of the Republic of Palau, the President of the Senate, and
the Speaker of the House of Delegates of the Olbiil Era Kelulau detailing the financial status
of the Fund and its investments.

§ 912. Coordination of Functions. The Ministry of Health, Ministry of Finance and

the Administration shall enter into a Memorandum of Understanding covering the following:

(a) The functions of each entity when operating under the provisions of this Chapter;

(b) Sharing responsibilities to produce an annual report to the President of the
Republic of Palau, the President of the Senate, and the Speaker of the House of Delegates of
the Olbiil Era Kelulau covering matters such as MSA participation, medical care utilization,
and such other matters, as requested; and

(¢) Coordination of activities among the entities to ensure objectives of this Act are
met.

Subchapter 3
The Medical Savings Fund

§ 917. The Medical Savings Fund.

(a) There is hereby established a Medical Savings Fund.
(b) Within the Medical Savings Fund, individual Medical Savings Accounts shall be

established for each participating individual.

§ 918. Organization of the Fund.

(a) As of the first day of the first calendar quarter beginning at least ninety (90)
days after the effective date of this Act, every employer and employee and self-employed
individual in the Republic shall participate in the Medical Savings Fund as established by
this Act.

(b) Every participating individual’s Medical Savings Account within the Medical

Savings Fund shall become available for use by that covered individual and his or her
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designated beneficiaries beginning on the first day of the first calendar quarter after the
month in which contributions were reported and paid into the Medical Savings Fund.
Subchapter 4
Income

§ 923. Income. The following shall be paid into the Fund:

(a) Any funds appropriated, loaned, or granted by or to the National Government,
any Agency or Ministry thereof, or any state government, for the purpose of healthcare,
outside the regular Ministry of Health operations.

(b) Any funds granted or loaned by any nation, other than the Republic, or by any
international organization, including but not limited to, the World Bank, International
Monetary Fund, World Health Organization, United Nations, or the Asian Development
Bank, and designated by the lender or grantor to be paid into the Fund and used by the
Administration.

(c) All employee and employer contributions.

(d) All civil and criminal judgments, penalties, interest, or costs.

(e) All gifts and donations.

(f) All proceeds from the investment of money from the Fund. Investment returns
attributable to amounts held in Medical Savings Accounts shall be credited to the individual
Medical Savings Accounts based on the overall performance of investments.

§ 924. Individual and employer contributions.

(a) Every participating employee shall be required to pay a minimum
contribution of 2.5% of his or her remuneration as defined by the Social Security Act each
quarter into the Fund.

(b) The participating employee’s contribution shall be collected by his or her
employer by deducting the amount of the contribution appointed by the participating worker
from his or her remuneration as defined by the Social Security Act. The employer shall
remit that amount to the Administration on a quarterly basis along with the employer’s

contribution, which shall coincide with the reporting and payment requirements under 41
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PNC § 745.

(¢) Participating employees may also make contributions directly to the
Administration in addition to the amount deducted from wages at any time. There shall be
no maximum limitation on contributions made directly to the Administration by
participating employees.

(d) Every participating self-employed individual:

(1) shall be presumed to be both his or her own employer and employee, and
shall be liable to pay with respect to his or herself for both employer contributions
and employee contributions, and shall include him or herself in any reports required
under this Act. There shall be no upward limit on the amount that a participating
self-employed individual may contribute to the Fund.

(2) who has, in a given quarter, at least one employee who receives
remuneration from him or her, shall be presumed to receive in any quarter, as
remuneration, twice the amount paid to his or her highest paid employee in that
quarter and shall be required to contribute five percent (5%) per quarter based on
that amount.

(3) who, in a given quarter, has no employee who receives remuneration from
him or her, shall be presumed to receive in any quarter, as remuneration, twenty-five
percent (25%) of his or her gross revenue in the preceding calendar year and shall be
required to contribute five percent (5%) per quarter based on that amount.

(e) Every participating employer shall be required to pay a minimum
contribution of 2.5% of its employees’ total remuneration as defined by the Social Security
Act each quarter into the Fund. This contribution shall be from pre-tax revenues.

§ 925. Reports and payments of contributions.

(a) All participating employers and participating self-employed individuals shall
submit to the Administration a report on an official form to the Administration and pay all
amounts of contributions due at the end of each quarter.

(b) The official form shall be provided by the Administration to each employer and
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self-employed individual, on which the employer or self-employed individual shall show, in
addition to other information required by the Administrator, the wages and salaries paid by
the employer and the corresponding contributions due to be paid by the employer
representing both the employer and employee contributions.
(¢) Quarterly reports on official forms provided by the Administration shall be due
at times as determined by the Board.
Subchapter 5
Payments
§ 939. Payments.
(a) Payments may include the following:
(1) Payments from Medical Savings Accounts for all healthcare services not
explicitly excluded by law or regulation provided to covered individuals;
(2) Payments from funds earmarked for administrative expenses incurred in
the operation of the Medical Savings Fund;
(3) Subscription payments for Palau Health Insurance;
(4) Payments from Medical Savings Accounts for private health insurance
premiums; and
(5) Other payments or withdrawals expressly authorized and deemed
appropriate by the Administration according to rules and regulations promulgated
by the Administration pursuant to this Act.
(b) The Administration shall promulgate rules and regulations governing
administrative procedures, collections, payments from Medical Savings Accounts, and

benefits under Palau Health Insurance.

§ 940. Designated Beneficiaries. Designated Beneficiaries of Medical Savings
Accounts under this Act shall include, at a minimum, the participating employee, his or her
spouse, and his or her dependent children. Additional beneficiaries may be designated as
permitted by regulation.

§ 941. Payments to Exiting Foreign Employees. All non-Palauan citizens who
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