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DAVID F. BENCIVENGA, ASA MAAA
CONSULTING ACTUARY FOR THE PACIKIC ISLANDS
POST OFFICE BOX 423598, KISSIMMEE, FLORIDA 34742-3598

TELEPHONE: [($07) 8702947 OR 2440115 FACSHIILE: (IO} 8702997 OR SI4-07 17

February 4, 1986
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Mr. Joseph N. Lanwi

Administrator

Marshall Islands Social Security Administration

Post Office Box 175

Majuro, Marshall Islands MH $6960

Dear Joe:

Recent developments have occurred which have material financial implications for Social
Sacurity. These developments include:

(1) disclosurs during last Friday’s mesting with the accounting staff and legal counsel
of financial irregularitles within Social Security; ‘

(2) disclosure of a ioan commitment to KADA absent Board approval; and

(3) disclosure of continued support for massive expenditures from the Health Fund for
staff and other expenditures in Honolulu.

These developments make it Impossible to ascertain the financial condition of either the
Retirement Fund or the Health Fund. As a consequencs, it would be imprudent to subject
either Fund to added financial responsibilities under these circumstances.

Accordingly. absent immediate corrective action, it is my strong recommendation that:

(1) Social Security respectfully withdraw from the Public Sector Management
Improvement Program Steering Committee with the suggestion that the Committee seek an
alternatlive means to implement a "buy-out” program for public sector employess; and

(@) Social Security respectfully withdraw from the proposal to implement Title 49,
Chapter 2, Sections 218, 226, 227 & 228 of the Sacial Security Health Fund Act.

Thesa are very painful and dificult recommendations for me 10 make, insoftar as | believe
strongly that Social Security would otherwise have provided a means to heip the Marshallese
people in these very difficult economic times. -

Sincarely,

s
"
""""
-
-

ool



~ uiso be hield on Saturday
ﬁ Sept. 13th, from 10am-Spm.

Mar AluUr gyl 0,9

@orL a2

247 1012

\ L .
FDICT HLIOW i deeves ,‘

-
,r:-m A\

Sulvation Army Carnival will

Foi, Gaumes, Prizes &
BaedB-Qu

kules:

1. Open to alt Costomers,

9. Purchase $10.00 or more.,
<rum:w«:: ane entry ticker,
maxisum 5 mk«rl«s per

wransaction. -
&2 Metaid Gilbooa's mans wore, i.'ﬁhll-m »

Fapress, Laure Soperete, &
Antwpnative pudchoe ondy.

B: Puyments of Cra, Checks or Charges
ave seeepted.

3. Drawing (o be held
!:sf,pl.. 13th, Saturday at
5.00 pm.

8 You pezd nut be n:n::s;cn‘t to
win.

5. Prizes not claime :J 30 days
after the dravwang dete will
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M ajuro Hospital pnr.ms.!:di the

eflorts” of - firemen who
quickly respanded to a life-

uu'!,ar«:;nm;gr fire ll:‘IJLN:dl by
theincinerasoron Sawrday.

*Alb.of a sudden it just

st inen flames butluck-

iy nobody was hurt," said
howpital spokesperson after
the event. Eyewitncsses
recalled seeing  hospital
staff and familics whes
bed-ridden patients out of
wards in case the flames
spread into thie main huild-
ing from the incincralor
room. .

Alhough the lire was
confrolled within minutes
it totally devastated the
building that houses the
incinerauw and the hospi-
ral's main efeetrical gencra-
itor Jocured in the room next
door. The walls and ceiling
in both rooms  collapsed
and the whole area is now
cordoned off.

" with  the

| MW W]i"«: ‘ﬂm incinerator

Stafl trom the hospitid,
public wurks and the

~ Marshalls Encrgy Com-

pany worked for several
haurs 10 restore normality
at the haspital. Power lines
1o some arcas were cul, ife
eluding the operaling room,
ER. X-Ray and matrnity
but were “reinstated that
night,” said the spakesper-
SO,

The incinerator has been

used regularty for nver ten
years cach week o burn

necdles and discarded wid.

frcetics withoutany prob-
lems, said hospital adwine
istrator 1wight Heine.
Officials are trying (o
establish the cavse of the
firc and are now cunsulting
Environmental
Protection  Authority (o
decide the sufest waytodis-
pose of huzardous waste
products unti} the incinera-

tor can be repaited or ree

placed, expluined Heine,
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report
will be
released

Jruﬂlm_mm o Président
KabunonM i.)mdl:x.jy this vieek

indicated . that the much

discussed ' commission of
mrqmnrv report t:’rmMMlnli;
Social Security will be re-
leased to the Nuucla inthe
fulvre.

The President s.mrl that
the document was with.the
Antwrney General and wo uld
e provided Lo the Nitigela.
He made .nmc of the legal

pequirement that it be pro-

vided “as soon as may be
convenicn..”

He . observed, however,
that the report was nal
complete hecause it dealt
only witli the wurkers \dnd
administralors at Sockal
Security but did inciude
intormation sbout Socia!

- Security's legal advisor and

other consultants.
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v dabn gy et

@ooz




' oBs16/97  09:

The Commission examined several matters relating to the
napagemnent, struct ‘ ]
Securi
hours of int

Social
elghty
docume
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Report of the Commigsion of Inguiry,
warrant Number 19%6-001

¥
Introduction

1

e and operations of 1
ity Administration. The Commi

on conduc . over
2rviews, and ewxamined  several hundred
reful lreview, the Commission hereby submits

LR |

it's ndings on the followlng arens;

1)

<)

8)

9)

The Commission found several areas of conce
sration of MISSA. Most notably was ineffec
A affai
S opaera
frugal manner.This resulted in uncontrolled cc

The cur ] 5,
steady erosion of its financial position. Should cur

continte without correction, the Republlic’s health care resources

Management of MISSA and the Health Care system.
off-island Medical referrals.

Purchase of Supplies and Equipnent.

MLSSA Credit Cards.

The Honolulu Imprest Account.

Juter-island Dispensarles.

The KADA loan.

The Supplemental Health plan.,

MISshA retirement fund.

rr in the

e oversight of
eing
ational

5. No systematic method was employed for ove

ions, or insuring that it was operated in a x

and

In particular were the escalation of Qff-
rhases .

and unauthorized or imprudent eguipment pur
resulted in a
1t ends

-ant pattern of conduct

in a number

@ooa
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will be dissipated within one year.

II.
Managemant of MYISSh and the Health Cave System

deficienciles the
e e ]E DAL

Wﬂmv ”ﬁilLLm

The Commission’s
antire health ca:
evident in the lack roordin
Health and MISSA, lack of overs:
Roard, and poor jut_mmmﬂ:cmlthu]yuw:cm
regarding finances.

"Ly
of

:h&

MISSA and the Ministry of Health ("MOH") are both
in the delivery of health care to the c¢i 2ns of the
Two separate government agencies are : in esse
same business. It was found that re ility was 2]
between the two entit 3 :mww-nas ; ”ﬂmlaim&rs om
responsibility, and ar
othexr for problems wit

involved

lelabpRe

Il%r

th@ huml

55 Aﬂminﬁ'"ﬂmmH”amﬂ the Secretary of Health both
denied ST bhility r matters of which they are jointly
'mpwnmuhlv such as eguipment purchas The Commission found
=8 beltween the two entities ke almost non—-existent.
the icals, this has
on whe ; have

h the mhﬂ&phlmﬁ of
resulted in a situati
gone uncorrected. The : 3 ‘ R e
stepped any obligation, claiming the other is at fault.

irchase of ph

msound

The Commission further found a lack of oversight by
MISSA Board. The Administration azcted with impuni al
or no effort was made by the Board to os Y mana
activities. Many of the unsound practic smet lhxtn below went.
unchecked for a number of years. The Beoards decisi to close the

wn1" and cancel the ¢ C T are nutarle
L : attitude redgarding the

to employ prudent and
e expenditure of

le, MISSA wase
ndings in its
ﬁnhmi“ﬂimn of the

2\ < ‘ L ces 1t canme
M185A funde. Many mistakes were made. For ex:
inexcuszably delinguent in responding the .
annual audit report. This delay postponed the
report by several months, which s aly handi ped any

: ive aoversight and financial monit “an_ uu one other
occasion, a enployre and a friend want joy-riding in one of
the MISSa vehicles in Honolulu. They were intoxicated, and the
vehicle was destroyed in an accident.. MISSA purchased a new
vehicle at a cost of US$LE,982.00. No reprimand was i y
employee, and no attempt was ever nade te coliect any

ll-

o the

Ao oy o
e
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money expended. (See Exhibit A" attached hereto.) (Other
shortcomings of management included several mistakes in eguipment
purchases as well as other problems which are set forth below.

ITTI.
The Fscalation of Off-Island Referrals[Basic Health Planl

All Th@
Island refer
former legal cour
this was due to b
the referral proce
ﬁd [.:.;P; Accountant has

F-1sland referrals

Hn.n rx‘emq uency and 'r_,u t of Off-

B 5 TESA'S

3 s s aimed

removal nL g third party adminils from
No evidence of this was Ffound, th@\ r, the

reported that since 1992 the total cost of

has gone up as follows:

as

1292 1993 1894 1985

Qff-Island Care: $487,3%] $§709,148 81,648,612 $1,849,293

Number of
Referrals: 30 &2 161 205

Total estimates for 1996 range from a "be
852,356,655 for off-Island medical referrals Er
scenario” of expenditures of USS3I, 770,648 fw OL L - luldnd

refervals. The number of referrals for 1996 as of May was 179,
MISSA e that the total for the vear will roxwimately

Lmate ;
269 people. (Said reperts are attached hereto as nEYy

Fa sl

In accordance with the Accountant’s the bheast
3 enaric be realized, then the exi arve of
UH$£"&$J,‘»4 shall be reduced to US$1,20 ,Jaﬁ. Shau]i the worst
case transpire, the fund will have a deficit of US$211,808 by the

end of the current fiscal year.

1 to allow

It is to be noted that in 1933 the law was modifie
for sending patients ~island for treatment in cas where the
Medical referral mmmmif » could not or has not been able to
ascertalin whether a 13t is excluded or not. It is further
noted that the Social ”uuuxlty Act of 1991 does not allow for the
payment cf family escorts. language is not part of the
current Azt and it the prac e to cend family escorts.

The staff
are unablie to
uipment. The
conditione had

Majurm Hospital testified that they
>f cases on-island due to a lack of
=laimed that some excluded

because the hagpital was not fully

(2
(]

doos
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5 sent off-Island for diagnostic evaluation

equipped. Many patients
‘sland if the Hospital had acquired

could have been diagnosed or
the necessary lab equipment.

The physicians further testified that they had in numerous
cases been “pressured" by politiciang to refer cases off-Island
wnege they claimed they would not ordinarily refer the patient.
The He ital s 'f tastified that they believed that anywhere
from 20« s are “poliltical referrals" whexr

40% of all referrvals 2in
they would not refer patients except for the. pressure applied by
politicians.

In one case
soon &
not. eligibl
later ﬂh(
Ller <'il< .

that of "Baby L" the Referral Committee denied
mber 27, 199%, for referral stating that "this
e under the current guidelines for tertiary
ober 4, 199% the Referral Conmmittee
: o .on and approved sending "Baby L" fox
”dnd c ‘ tpﬁf ied that the Minister of
H@ﬂth and Env v pressure” and they then
subsegquently referr Ll‘"Uqua h"“ Testimony indicated that total
medical bills for "Baby L" were approx. $400,000.00. (A
crue and correct copy of the minutes of rral committee
are attached hereto as Exhibit "C%).

In the cases of YPatients D and G," the Minister of Health
Environment overtruled the Referral Committee and sent these
Honolulu on his own authority. The Minister cited
. , Policy Guidelines" prepared and approved by

on Mdy 27, 1988 as authority for his action. (See Exhibit

and
pat:
"Med i
Cabine
5 D o ') "

Se

ion TV(F) of the Guidelines state "The Minister of
Health Services shall have Lhe final ruling on the decision of
the Committee. He has the authority to veto the de ion of the
Committee." (The Guidelines are attached hereto as Exhibit "EM)

The Minister howWevel, had npq]ﬁﬂrﬁd to review the referral
policy in conju ion with the Social Security Act of 1991,
wherein il states in pertinent part that "The Medical referral
comuittes $shall recommend to the Admhmh.nmwﬂﬁﬂ‘thumﬁ cases that
the compittee halieves should be sent. to an off-island facility
for treatment. ...No pavments shall be made from the Health Fund
for m 1 re ‘rals that are not approved pursuant to this
Subsection." ($ee Exhikit "F")

ecurity Act takes precedence over the Medical
kRefarral nlicy Guidelines. Thus, although the Minister may veto
referrals of the committee, he cannot e¥pend MISSA funds to send
referrals not approved by the Referral commit . The Minis -
mistakenly sent out referrals using MISSA funds in centradict
of the applicable law.

The Social 8§

ilon
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No rational system of eguipment procurement was emnployed
w:ihrr for those items purchased for the hospital, or for MISSA
. Were nut mnkm[u]lw scrutinized 2 e Ly

3 Car mi Lration to
5 mmmﬂﬂﬁ:n%ﬂﬁ&:ﬂmr the moni
iderable number

ut. W@M"
ensure that MISE
pended for @qu|UMF

Ammd.mmw
purchased. A co

purchases for the al wama(immmﬂmiltmnm,warwthMm
who provided Wt services at premium ices. In
ittle effol control or rationalize the amqulm¢memh

the adminiﬁh.ﬂLmuua
Th@ commission found that MISSA and
Prac ally all of their large s
vendor, Skip Cole of Cole & Associates

memlulu,

The larg
dWmuljnmvimn unit for ¢
recommendations of a Pre
mﬁmm' Unit for USS134,000

est purchase from Cole & A RS Was a
» Hospital. The stry disr
sidential Committee to purchas
,OG, and instead bought an Aguamax
unit from Cole & I 3 Lﬁﬂma@ﬂnuﬂ"mﬁ {The Committ
recommendation is . ._1m» ) bit "G") The Revel
Osmosis Unit was a pTﬂV@ﬂ hnolo ile, a could produce
comparable amount of water at a low running cost. The unit
purchased by the M1 -y was the first of its type, unproven,

and reguired a buildi to house it. The total cost of this unit,
the building, and accessories was US$450,375.00. (See Exhibit

o 'E[ " )1

yarded the

> 7 5

a

s

Cole & Associates were to have the AWWMWWWIUUL ope
no later than Auqun% 1, 1994. As of this date, the Unit

not in operation. Governmnent has made all payments due .
the contract in a :.: aly manne and complied with all terms of
the contract. In addition, an vance pay of UsS$60,000.00 was
made by MI‘&m]mﬂMnrfmnwhﬁ‘p 1mmmmmmﬁ of the services by Cole &
Assoclates then to that pavmunl As of this

0. li:" &
over two years
‘See Exhibit

dﬂte,.a‘mmmfl'Mfﬂm$17lld
cciates. As of this writing Cole & As
delinguent on their obligations under
mn ‘]: " ‘)

C

Tn addition to the above, MISSA purchased the following
jtems From Cole & Associates.

1. Two Sterilizers for USS$95,400.00,
2. An Oxygen Generating Unit for US$98,211.00,

3. A NDistilled water unit for USSE7.083.00, and
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4. A water treatment equipment for US$6,800.00,

hased in 1995 over a period of five
202,494 .00,

All of these items
months for a total

sh paid in full in advance. as of this date, only the
Generating Unit has n received. However it was not

) .hulﬁﬁ due to a fai -] & Associates to provide

Lduﬂ 154.00 worth of spare In August 1996, the Director of
Pharmacy from the Hospital 1unk the initative to obtain a new
vendor to complete installation of the Oxygen Generators at a
cost of US$186,000.00. _u@@ Exhibit "J"). It is to be noted that
the Hospital spent an additional US$23,075.00 for oxygen while
waiting for Cole & Associates to finish installing the Oxygen

Generator. (See Lxhibit “K").

In total the Republic has received
exchange for the US$202,494.00 it has
Associates for these purchasces. (See E

marg:

Anu¢udt@d that
ar the . > L
‘ ator. At lmlui on one
aoccasion, Cole . was asked to undercut a local vendor
to whom a contract had beo tentatively awvardad. (See Exhibit
uM") The rational given hy hmﬁh gentlemen was that Cole &
associates "eheaper™ t her vendors.

stimony frum
o Cole

‘EE: €

witness
direct Ts
and Enwvi

The Commission scovered however, that Cole & Assc
was not the nost cost ective option availabkle for lhu‘pu ,mﬂn
of medical ﬂuppll@‘ and equipment. Both MISSA and the Minisgt of
Health had 2 to the AmeriNet purchasing system. Ame Lh@L is
a c nqlwmﬂwﬂiﬁ nf n."wmtalu, HMO s, and other end users of
medica he Di tor of Pharmacy for Majuro hospi
has uff J@ly nployed the AmeriNet system, and has saved
approximately US$34,113.91 on the purchase of pharmaceuticals, in
the fiscal yvear 1994-95. (8ee Exhibit “N") Comparable savings
could have been made regarding hospital equipmant.

a.l
al

It is to be not
the Sterilizers spe
Associates. 3
Had the ste
would have ﬁmﬁt
would have been Lual

»d that the Hospital request for purchase of
fied a different vendor from Cole &

the purchase to Cole & 2 eiates.
purchased though Amerinet however, they
189,75, Thus a net savings of US$12,210.25
1@ﬁd on this one purchase.(See Exhibit "Oo")

-l

not made
rine

Equipment purchase for the MISSA Office itself were
according to any rational plan. No systematic plan identi
the needs of MISSA, or purchasing the desired equipment we
wnplemented. Many purchases werce made without proper purct
. s or Board approval. (A summary is attached hereto as
Exhibit "ph) .

G €

@oos
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The M.QHA Admlnmolr N,

‘ for example, bought a stand-by
generat: Offjic

: in June 1993. The total purchase
price was U 1.00. The is no evidence that it was ¢

to bid, or that it was budg vd. In addition, the Adminigt
failed to obtain a suitable location for installir
prior to purchase. As n'ﬁwmrﬂ“ the generator is s
unused at the RMI Su Wdrﬁhmuuv three years after
purchase. (See I MhthL “Qw*

Exec
10 comput
W computer:
5 7 Pen

s5ive anounts were spent on ﬁumpuths for MISSA. In 1993
5 With 386 and 486 processors purchased. In 1994
486 processors and a file server were purchased. In
ium processor computers were purchased. A number of
th computers are not being used or needed. A total of 26
conputars W ased, however, MISSA hi : 19 empioyees.
The Admini ! 5 unable to give any jumLLmemlmm for all
these excess mnmpuiexu.

funds were sSpent on a tmmputw
X A program was purchased for
pSSI. It was €o be us fmr.di1panﬂnuq pharmaceutics
this date it has nev e ad and, accordin
staff, it is unsuitable for such purposes.

A second inventory program was purchased for the Hospital in
Hardware w to ba obtained from Cole & Associates for

3,475.00, al sfrware from Etreby Pharmacy Softwal T
‘ 3,475.00. Co. ocliates were unable to compl
Uvﬁu 935.00 has 3¢ uumm:<w1 PHJ.EWWQMmmweMMIam;nd
the fyst@m is not yet operational.(See Exhibit “R")

duinistration nade several other questicnable

s included a Cannon copier machine purchased for
uPPT@Mlm&L@lY JS$1L,000.00, while the same machine .d have
been purchased locally for US$7,000.00. This copler sat unused
for 16 months. (See Fxhibit "$¢).

Fe

A Jeopier machine purchased for US$6,500, whereas a plain
paper fax machine costs around US$300-600. At the time 1 5
purchase MTSSA already had a working fax machine in its

A time cleck was purchased tor US$$4,500, wher
nww%mmutww time=-clock may be purchased for approXIims
US5400.

tely

Us8$1,900.00. No explanation was given, as to the urger
obtaining the Floor polishers, thereby justifying the
expenditure. (Sec Exhibit "TY).

Floor polishers were air freighted to Majurc at a CuJT of

s ight

nting car for several months
aired. We¢ explanation was given

UsSels,000.00 was spent on
while MISSAs Jeep was being rep

@oog
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as to why the Jeep was not repaired earlier. (Sec Exhibit nyw),

A new 12 unit telephone system was installed in 1893 costing
Uss18,447.69, re lacing a 9 unit system that had been inst ﬂl :
in 1991, for a total cost of US$5,022.40. In addition MI
h«tuary was employed to obtain the system. He charged hi

e vice “dLu for what was essentially clerical worlk
ape of $ contract. (i Exhibit "v') No evidence

D) indicating that the system was brc
out—dated or inadeguate. The Administrator decilded to sc
old rstem to MISSA’s Ebeye office rather than turn it
rebate. The Ebeye office has only one employee. As of
the 9 unit system has not been installed in the Ebeye Of:

i

)

o~
L G G2

lh”-
fice.

M1

A funds to purchase
Administrator
deale
and c

rator also used
vehi ot " srnment: Offices.
testifi thﬂt he could get wex :
Honol Allegedly MISSA pure : :
commi 1wn. . however adw:' for 3 purchase of
the 5 this writing MISSE as not collected for some of
the ) Pl 1s, primarily fhomm from the Ministry of Health.
A total of USS$48,994.10 is due and owing to MISSA. (See Exhibit
1" ‘W " ) R

'ﬁhﬂp in

of Health & Environment testified to the

would return to MISSA the vehicle he is

the Ministry wi ur » to pay for it by June
1is writing thﬁ Ministry of Health has not re-
imbursed MISSA for the cost of the vehicle, and the Minister has
not. irned Lt. (A tmma&uMlﬁmmL@umqmmn,aﬁ.tM@:purﬂha.ecmNMmr
is attached hereto as Exhibit "xX")

In addition to the akove, it was discovered that some
regquisitions are.held for considerable lengths of time after
elivery of goods, while others are paid in full, although goods
have not yet rived. Some hospital requisitions were denied as
not itemi ] e un-budgeted equipment for MISSA is bought
irx wotive of need. (See Exhibit wyvy,

O

The Comnission identified over USS57%,000.00 wasted in
tion with the purwhﬁﬂw of materials and supplies. This
DUE  SUm d and should have n o gainfully utilized to
-ade the hospitals in Majurc and Ebeye.

CONNE
eano
ups

As of this writing the Majuro Hospital is in need of
egquipment which will cost US$491,121.0C See Exhibit "2"). Thus
if the fi available to MISSA had been properly spent on
rm1muyw1 '%ﬁMW:dﬂliwmupLJWMEWHﬂt would have at this
mnm@n%~m v efjuipped hospital. This would not only inprove
v at tx@-hnuplid] but reduce the number of referrals.

"4k‘-!'“lui pd lv"' ‘ii .
The purchasing svstem for MISSA aprpears to follow no
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anization. No determination was
mmmt:M;mmﬂ:mmw%ﬂltmlunxﬂ@nLh:
were made with little or ne. ' :
In addition, ove - as to purchasing policies v
existent. For these items purchased, little
to ensure that they were obtained at the best
were needed by MISSA.

ramiﬁnﬂl
whi S

care

HYﬁt&m of org

h

tem. Pur

» no eff L owas made
available price, or

V.
USE OF MISSA CREDILT CARDS

on Marxch 14, 1990, the MISSA Board authorized the issuance
ds to its Chairman, Vice-Chairman, and
" of} The Re stated: "The cards may only be used
ction with autl 1 travel to purchase airplane
tickets, to rent cars, and to make deposits on hotel rooms. Cash
advances are not authorized." (A true and corr opy IS
att heretoe as Exhibit "aa"). The administra
W rase of the cards was to obtain the ins
travell hat is available when using a credit
airline tickets for patie

hed

3 R Wl

In February, 1993, a second res
Board members regarding the cr
ized signatories to the
irman, Vice C an, and Ad

the

hnldnnq 1h@ offices

2 ator. The Chairman and the
“hairman had changed s , and the original resolution
named the individuals h@kdﬂmy1ﬂuw L oS as the si ures,
rathe! an the Offices Th@mw(lVPﬁ. This new res :
the same u@“& ﬁmr lhv axdﬂ, except the language "Cash
adv 2 not ; ed. Both the 1990 and 1993
Rescolutions were s 1 by !hﬂ Board and the MISSA Administrator.
(A true and correct copy of sald resolution is attached hereto as
Exhibit "BB").

.fied

Independent auditors prepared a special X arding the
use of MISSA Creditc rds in February, 1996. The commission
reviewed this report along with other evidence. A total of
,34,0a5.62 in charges were made on the cards. Of this amount
hal 94 were not within the authorized gquidelines. (A true
copy of sald report is attached hereto as Exhibit

e

Chairman of the MISSA Board, the Ministe
Health, had extensive charges at restavrants, super marke s,
fishing supply stores, and auto deal ships. When questi
about his use of the card, the former Chairman denied any
knowledge he two Board resclutia He claimed that he
un 2 of the credit card to include '
en 1t , the purchase of anything related to The
estified that he came to this cenclusion based upon

The Former

™

°



C-09/18/797 08:27 011 @92 247 4012 AMEMBASSY MAJURO

"cammon sense." The Chairman acknowledged that he

~refuse to issue the credi

extensively for wmummwn purpeses, and @lle%ﬁlMﬂ!ﬂWlMﬂ ;
his account. As of this writing the former Chairman |nmmLL
MP$lnn,/l°m58 in unuulho:x‘u& and uvnsupported chardges.
Approximately U$$29,199.00 of this amount has been identified as
fpﬂndktuLeb” and another UsS$20,936.89 was incurred
:llinq‘mmlmmﬁcmmiﬂﬁwwwmwmmm.buuLuuh& for which the
Forme 1mmm*xww=deW~ww:(uwmm" all evidence indicat that
approximately US$50, iﬁf&i Gs-due and owing from the Minister at
this time. (See Lﬂ.wlhﬂlf wrny" attached hereto).
EHeot
Independent. Auditor’s special report also set forth
tens arges incurred by the MISSA Administrator tmta?.inq
1 'L4Lrﬁﬁﬂ"qﬁ These 1n¢.mdﬂd cash advances, autos, auto parts,
mffica <"pp1 nﬂ, dnd mwal ] nditures. Most of 2
; 'an by the

au;hn:ﬂzﬁd uﬁwu of the Gﬁtdm Wneﬁ quﬁ 5 to his
card, the Administrator tried to justify wuwh usie by c
s authorized under the Board Resolution. Paragraph 5 of
lution states:

"The Bank of Hawaiil is authorize

ases of goods and servic

while

Py

of the
aming it

d to honor all
up to the authorized

C it limit regardless of whether the purchases
are for autheri - or unauthorized goods.™ r\

@ ‘:"

This language is necessary or else the Bank of Hawaii 'meh
t cards. Mﬁg
/W
The AdenMwmmmmm'duﬁmwwmmMmlthe.memmmwzcﬁfxwmmmmm@ﬁ 4,
wherein it staltes:
“Tmatmmmhanmw'mnlmeaLhumlﬁmr‘MmMmﬁmwm:lnmhntuﬂ
rental cars, and hotel depcsits (not hotel bills) for
authorized travel on MISSA business.!

The Administrator could neot explain nor articulate any
rational uxplﬂnmllmn for his expenditures. He furnished no
sxplanation for his jard of the s ilmposed on the credit
cards, dml1?mmM1KMW' ‘v his spending practices.

As of this writing, MISSA‘s accounting staff have submitted
mentation whululn UE$54 ,812.28 of the Administrator’s charges
baer pported. ., 405,25 charges has been deemed
zed and ret) ive Board approval is being sought,

.89 has bed ,,u though late TA liguidations, USS
ih\mm%h‘ e have been made. Currently the

‘ has an outstanding balance of US$36,980.47.

" "lﬂl'

Ao
ha 'i

In a meeting on February 7, 1296, the Board cancelle
credit cards. The meeting was chaired by the former Vice
-redit cards were cancelled due to
. This o should effectively prwvwnt any
regarding credit cards, and stop this

M
Chairman, dnm ﬂ110q4dly the

nsuppe.
future

‘A

PV

o1z
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particular hemorrhage of MISSA funds. (See Exhibit “FF“).

vI.
Honelulu Imprest Accoy

According to all testimeny, MISSA maintained an imprest
account in Honolulu for the sole purpose of paying stipends to
pat [:“bm«ﬂJW&n!mMMIMMbFWMmmMMﬁ&LDWMMMMW£Mmm{ﬁ
the ac ; From June, 1994 till February 1996
an lnﬂ.,m,.n : lupmrlad axpanditures out mf this account

the mnt of 16284 ,082.62. Included was over Us$1L00,000
ent on the Hon §i| mpuximant buildings for maintenance and
wvation. Approximately US$12,000.00 for vehicle expenses,
J$8$22,000.00 for "advances," and US$10,000.00 for gas.
Us$15,000.00 for telephone 5 1nwlndmnﬂ U56845,00 for lun
Chief Medical 1ina one bnll” whick 5
pald three lat : ght char
“d"hﬂl puxcua es" were ﬂlwm made out of thv Inprest ount. A
"lpan™ was made to the National Government to cover avel costs
for a number of officials. The National Government s yat to
reimburse ML Lor U581,020.00 used for the benefit of the
Minister of Foreign Affairs. (S5ee Exhibit "CCc").

The above AL were unauthorized and a signifi
Afs Lin imony elic d by the Commi
ted that suc] nditures were wade without the knowledge
ern of the Ad . ation or the Board. On Febuary 7,
‘,eaﬂoawd«;u.- the imprest account. The Board menbers who
is i 0 be commended for the responsible use of
Exhibit "FP").

~ant drain

on MI
indic
oL Cor
1 "i‘:]ilM:
tmnk .
Ltheir authority. (See

VII.
outer Island Dispensaries

I'n August, 1995 construction contracts were executed by the
sbry of Health Lﬂl dispensaries in Enewetak, Ajet, Kili, and

The agreed e was US$112,000.00 per ﬂi@pﬁ:.aryﬂ and the
alth Care Plan ("177") pluVl&ﬂd funds

3

Uty
177 E
(A true and correct copy of the construct
hereto as” Exhibit "GG").

Hp Lo USS)
ion contract

12,000.00.
s attached

on November 28, 1996 the Minister of Health & Environment
suted a change order adding US$62,490.00 to the cost of the
¥ dispensary. The justification stated that the "type-c
ary was inadequate for *h@ pw@nl@ of En@wntdh ﬁag&
’wtnﬂhwt "HHY) . n January 1. mmm 1mum»101’Y
Cantractor to the 177 reques!
wh$)uruuumuu" This invoice ul%w
W“ﬂ1ﬁ%,000_0ﬂr and that the.
,000.00, over twice the ~rgreec

N

tmntrmwt o

‘ 2 'El? :ELJE.
contract price.

See Exhibit

Li

Zo1a
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@o14

arEey . 177 had not agreed to the change in price, and had not
paid the U5$155,000.00 te the contractor. According to the
testimony of 111 r@pxuh@ntatuvvhﬂ they were not consulted about
the change order, nor given the opportunity to explain their
rudget limitations.

the Minister of Health & Environment sent
a -memo to 177 "authorizing" them to make payments of US$8,000.00
to the contractor, and US$155,000.00 to MISSA. (See Exhibit
vII"Y, Apparently , USSLES,000.00 paid to the contractor on the
Fnewetak disper came from MISSA. 177 responded indicating
they had not huc d this amount, did not have funds availlable,
and requested a determination frow the Office of the Attorney
General as to their legal liability. (See Exhibit "KRK").

on April 10, 1996

[a]

ration for the
. Na Advisory
itative

was

The Commission was nndh]v to find any aut
change order on regarding the Enewetak dispens
Board minutes on the u@umemu or any other aui
directive was uncovered. The cost of this chanc
incurred, with no prior commitment for reimbursemen om 177 or
anyone @Wm@“ As of this date US$155,000 of MISSA funds is still
oubsta - whats mpp@amn to be an unauthorized and guite
sub : billed to MISSA. No evidence was
uncoveread s ‘ . such expenditure was an obligation of
MISSA or that the N!nnA Board approved this expenditure.

VITI.

The Supplemental Health Plan

The Supplemental Health Fund has been incurring a deficit
since its inception, according to & report submitted to the MISSa
Board by it’s Chief Accountant. That same report claimed a debt
owed to the Basic Health Plan by the Supplemental Plan of
USS137,335.00. (See Exhibkit “LL"™). Thus the Basic Plan is
assentially providing a subsidy te the Supplemental Plan, which
could be used to upgrade basic services.

IMm

In January, 1896, Xabd applied for a loan [rom MISSA in
order to complete certain d@vwlmpmmwr projects.. Included in the
application was a plan for re-payment of the outstanding de
KaDA owed MISSA. The MISSA Board approved the loan in princ
pending the submission of further information regarding the
proposed cellateral.

Prior te approving and securing the proposed collateral, the
Minister of Health and Environmant on. February 3, 19%6 sent an
instruction to the fund manager to wire transfer US§2.5 million

12
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]
*

ta KADA's account. All evidence obtained indicates that no Board
approval was obtained for this instruction. (See Exhibit "MM").

On March 28, 1996 MISSA filed a lawsuit against KaDA for
back taxes, penalties and interest in the amount of
US$382,507.61. U88176,576.81 of this awmount was unpaid
withholding taxes for KADA employees for the guarters ending
Septembe 1994 to December 31, 199%. (See Exhibit "NN"). The
stified that he took such an action without
informing the Board, and on the advice of MISSA’s former Legal
Counsel .

both
ion of

resolved. The loan was £inally approve
requested information, and an agreement on I of past
obligations. However this was only after mutual usations were
widely disseminated in the local newspaper, and much 4
embarrassment to the parties involved, as well as MISSA itself
The contradictory and unauthorized actions of botth the former
Chairman and administrator are symptomatic of the managexrial
shortfalls at MISSA which created undue confusion and
misunderstanding, apd impedes the prudent operation of MISSA.

X.

Committes ihdicated that the

nts of UsSs22,496,483. USS2,561,961
of this amount is in cash, ,928,811 was due from the National
Government, and smaller anounts are in the foxm of receivables,
notes, etc. A total of US$S19,427,870 is invested in equities and
fixed income securities.

Reports
- Retirement Fund had total

The retirement fund lecaned the National Government
US$1,928,811.00 for the purchase of two buildings in Honolulu,
Hawaii. The funds were taken out the MISSA’s investment |
portfolio. According the funds investment consultant, the
opportunity cost of this investment was Us59s55,868.00 in lest
earning in the securities ma r, it must be noted that

. Howewve
this could not have been predicted at the time the investment was
made. (See Exhibit "oo")

returns earned by the Retirement Fund have been
hibit “PP"). However, fe .
s¢ the portfolieo small in comparison with most
ifon fund Alternative should be considered in order to
reduce fees and possibly improve performance. The commission
noted that the Retirement Fund is managed by the same consultants
and fund managers as 25% of the Nuclear Claims Fund, K ap and
Enevetak Trust Funds. These funds use the same inve ’
consultants, and the same investment managers. Tor purpeoses of
fees consolidation of these funds should be considered. The fund

Investment
gquate. (See E
ngibly k A

13
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edule (A copy of which

ng forth reduced

consultants distributed a Fee Sch
attached hereto as Exhibit "QQ")
larger accounts. Other alternative include the use of
alone censultants" at far lower rates, using index funds which
huV@ historically higher returns for lower cests, and possibly an

-native fund consultant if the existing consultants are not
ing to reduce costs.

will

XE.
Raecommendations

1. Re-structure the health care in mrd“T
eliminate existing inefficienc
Consolidate existing government
Raview current personnel and ovarhead cos dt

these costs to levels col ~able to other Gnvwxrmt
Inplementing legislation will he needed to act upon

recommendat ion.

&ulmthy %yatnm,

voand du ot

mmw1 i
“:

2. Amend the existing referral
third party administrator to re _Pw'Lmﬁﬁmxd_w“
party to veto those referrals that do not comply wivh the
established guid PIEE . Imllwm' ing legislation will bhe needed
to act upon this recommernd:

3. Demand immediate compliance with all contrs:
Associates. Purswe laegal r Les against Co
Pe rihance on all outstanding contracts is
completed.

pxmm&&ly

Iire & new materials man/inventory offilcer for Majuro
spital. Require this person to be stationed in Majure, as
,@d to Honolulu. Prepar od d list of all materials and
needed fmr rh@ Huos Estalilish a standing regulation
. the ! . rmmmmu'hmﬂﬁh
m&x& purposes =] eguipment
pumuhuh@m, in pdrtnﬁulml ffice @qixpm«n| fuf MISSA. Inventory
M) ting mqumpmﬁnt, h@ll all unused or un-needed
me

Lies

5, Collect on funds due and owing from former credit card users

reinbursement. of .
Zispensary, or otherwise res

155,000.00 spent on the
lve this matter.

[+]

ase the premium of the Supplemental Plan, or some other
te increase its revenues and make it self sufficient.

MISSHE retirenment fund with
s<me Fund consultants and

8. Cansolidate for fee purposes the
the- covernment funds utilizing *the

14
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managers. If the existing Consultants and Managers are adverse to
this propesal, seek other proposals, and cons ider using "stand
alene consultants' and index funds to reduce costs, and maximize
returns.

Respectfully submitted,

Alex Bing, Chairman ' Rev. Enja Enos, Member

Jean Marie Tmnymka, Memkye 1 John E. Masek, Secretary

Qovy
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Report of the Commission of Inguiry,
Warrant, Number 1906-001

Presented to H.E. President Zmata Kabua

submitted: Septembar , 18996

Alex Bing, Chairman

16
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activides of the Public Sector Restructuring Steering Committee, both as to
WM”"Hmwmﬂ”{WWWMWIMVIMNM“RWWW”ﬂmﬂMMHW.Hm{MtmPleWﬂw
tation of Title 49, Chapter 2, Sections 218, 226, 227 and 228 of the Social
Security Hcalth Fund Act (i.e.,

consolidation of health care services).

Attached is a copy of my February 4, 1996 letter.
Respectfully submitted,

(JmmﬂMMMv@M uhmy
On HMJ @ﬂl«iﬁ, wf]ﬁmmnwww 1996, David Bencivenga, identified to my

action, sworn before me that the above affidavit
deIlelWHﬂ@n«d:hm&ﬁhmmwmmMﬁmmcwwmﬂmmrwﬂm

was true and correct

Y "“;

o V
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