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Our Mission: 

“to uplift the personal and 
economic well-being of the 
people of the Marshall Is-
lands by providing them 
with long-term financial 
security in their retirement 
age or during disability”. 

R etirement fund collections in 
FY 2006 reached $11.44 mil-
lion which is 7.5% higher than 

expected. However, it was 4% lower than 
last year’s revenues.  

Benefit payments 
amounted to $10.95 
million which was 
2.6% higher than last 
year’s. 

Administrative 
expenses (including 
investment manage-
ment fees) totaled 
$1.0 million.   

This imbalance 
would have created a 
net operating deficit 
of $0.5 million, but 
because of MISSA’s 
other income of $2.37 
million (mainly inter-
est and dividends 
from investments), 
the Administration 
was still able to gen-
erate a surplus of about $1.86 million.  

MISSA investments continue to enjoy 
exceptional gains in the past three years 
and now stand at $59.8 million in current 
market value, bringing the Administra-
tion’s total assets to more than $63 million. 
 Tax revenues for the retirement fund 
have been steady at just under $11 million 
in the past two years. However, annual 
benefit payments have steadily increased 

by about $3 million since 2001, and MISSA 
expects that it will increase further to $11.5 
million in 2007, coupled with administra-
tive expenses of about $0.95  million.  

 Despite the Administration’s doubled 
efforts in its collection campaign (i.e. legal 
actions against delinquent employers, 
house-to-house visits, audit of payroll re-
cords) and cost cutting measures, the cur-
rent trend leads MISSA’s financial manag-
ers to expect a serious cash flow problem 
in the very near future. 
 At the onset of December, MISSA’s 

(Continued on page 8) 

The Capitol Building is Majuro’s prime landmark and has stood as a symbol of 
long-lasting partnership between the Marshall Islands Government and the 
Marshall Islands Social Security Administration. The Administration continues 
to seek the support of Nitijela on present and future legislations that are in 
line with the direction of MISSA. 

MISSA seeks the support of Nitijela against pro-
posed legislations that may cause the untimely 
collapse of social security in the Marshall Islands. 
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M ISSA continues to lead in the RMI govern-
ment’s quest for transparency, account-
ability and good governance.  In their lat-

est independent auditors’ report, Deloitte & Touche, 
MISSA’s  external auditors, once again issued an unquali-
fied opinion on MISSA’s FY 2005 financial statements. 

In layman’s terms, an “unqualified opinion” simply 
means that the books and financial records were found 
by the auditors to be “clean” or free from material mis-
statement, after  substantive tests were performed on 
MISSA’s compliance with certain provisions of the laws, 
regulations, contracts, and agreements. 

The auditors’ accompanying management letter also 
confirmed that they have “no audit findings” for FY 2005, 
the fourth in a row since MISSA was reorganized in 
2000. 

MISSA is likewise proud to announce that it is one of 
the first three government agencies to have completed 
the audit requirements of its auditors for FY 2006 which 
resulted to the completion of their audit field work be-
fore the end of November 2006. MISSA is confident that 
it will once again earn another unqualified opinion from 
its auditors.  

 A t the center of MISSA’s strategies in the past 
seven years are three very simple missions: (1) 
to be fully auditable and accountable, (2) to  

increase revenues via the institution of aggressive tax 
collection policies, and (3) drastically decrease expenses 
and streamline the operation of the Administration. 
 After seven challenging years: (1) MISSA remains 
fully auditable and accountable, with four consecutive 
years (from 2002)  of no findings in the audits of the SS 
System, (2) revenues have increased from a low of $5.5 
million in 1999 to over $11 million in 2006, and (3) oper-
ating  expenses decreased from $1.55 million in 1999 to 
$0.89 million in 2006.  
 
Employing the right people  
 The hiring of a new Administrator and Chief Ac-
countant/CFO in 2000 and 2001, respectively, was one of 

What’s behind MISSA’s 
successes? 

the turning point to MISSA’s path in the right direction. 
Subsequently, weaknesses in internal controls were 
identified and accounting processes fine tuned. These 
led to the formulation of sound policies and procedures 
that are in line with MISSA’s mission to be fully ac-
countable to the people of the Marshall Islands. 
 MISSA’s present recruitment process involves a   
written test, a panel interview of short listed applicants 
by MISSA’s senior managers, a hands-on computer liter-
acy test and final interview and approval by the Admin-
istrator before the applicant is officially hired. This ap-
plies to all positions, including managers. The successful 
candidate is then given at least three months of proba-
tion to determine whether he or she has the skills and 
competencies required by the position. This very rigid 
hiring process enables MISSA to find the best and most 
qualified candidate among all applicants. 
 
Internal controls 
 In layman’s terms, internal controls are actions and 
policies that a company uses to safeguard its assets, re-
cords, information, processes and everything that an 
organization has. 

A typical example of a strong internal control (on 
(Continued on page 3) 

Saane K. Aho, Administrator & CEO 
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cash) that MISSA adopted is ensuring that all collections 
are receipted, recorded and deposited intact on the same 
day. Further, no single person is given access to custo-
dial, recording and reconciliation processes involving 
cash. Since these controls were put in place in 2001, the 
series of embezzlement cases discovered by MISSA in 
2000 and previous years have never  been repeated. 

The transaction that is mostly prone to anomaly is 
procurement. Prior to the purchase of any equipment or 
supply, MISSA requires that a purchase requisition or 
purchase order is prepared, 
checked and approved. If the 
amount is significant and the item 
is urgently needed but not in-
cluded in the annual budget, the 
Board is consulted and the budget 
reprogrammed. Likewise, no sin-
gle check worth more than $5,000 
will be honored by the bank 
unless it is signed by at least one 
board member. 

To avoid special preference to 
a certain vendor or contractor  
more particularly on the purchase 
of equipment or major building 
repair and improvement, it is re-
quired that at least two quota-
tions or bids are obtained from 
different sources. Prior to pay-
ment, an invoice or duly approved 
contract is required which is matched with the PR or PO 
to ensure that the item or service being paid for is the 
same item or service that was authorized for purchase.  

To check whether the item was indeed received or 
the service performed, the receiving employee needs to 
sign on the invoice and indicate the date received and/or 
a receiving report is prepared. In the absence of any of 
these documents, the payment is either put on hold or 
not released at all.  
 
Employee discipline 
 Aside from the Employee Policy Handbook and the 
Systems, Policies and Procedures Manual adopted and 
approved by the Board in 2001 and 2003, respectively, 
MISSA has constantly guided its employees according to 
the highest level of professionalism and integrity. 
 The following policies may look trivial to some peo-
ple but the Administration believes that employees who 

(Continued from page 2) 

were consistently trained to follow the most basic 
norms of conduct can easily adopt to more complex and 
demanding work environment. 
• To ensure that MISSA office is opened on time, 

Managers are assigned (on a weekly rotation basis) 
to open the office no later than 8:00am and 1:00pm 
Monday to Friday.  

• Employees are required to log out/in every time they 
leave the office during working hours, either on offi-
cial business or not. Those on personal errands (i.e. 
those who pick up kids from school) have to add 
their accumulated time in picking up their kids 
from school and charge it to annual leave on a bi-
weekly basis. 

• Non-punching of time card 
will mean at least a one-hour 
deduction from the employee 
concerned. 
 
MISSA investments yielded 
excellent results 
 One of the risks that the 
Board took that paved the path 
to MISSA’s recovery was the hir-
ing of a new investment advisor  
(Investor Solutions, Inc.) and an 
independent custodian (Fidelity 
Investments IBG) in late 2002. 
 Frank Armstrong, foun-
der and CEO of Investor Solu-
tions, Inc. is the man behind 
MISSA’s investments growing 
two-folds in just a span of four 

years.  
 From $23.7 million in late 2002,  MISSA’s offshore 
investments grew to $47.2 million as of November 30, 
2006 and yielded an actual net internal rate of return 
(IRR) of 79.57% or a total investment gain of $20.2 mil-
lion in four years. 
 To-date, MISSA investments totaled $60.1 million, 
including TCDs and stocks held at the Bank of the Mar-
shall Islands. 
 
Prudent fund management 
 As the steward of the retirement fund, MISSA prac-
tices prudent fund management by keeping the growth 
of its operating expenses at sparing levels. Prior to FY 
2000, administrative expenses used to represent at least 
14.5% of the total revenues or about $1.6 million annu-
ally.  

(Continued on page 6) 

Frank Armstrong 



Page 4  THE SOCIAL SECURITY JOURNAL     January 2007,  Vol. 4, No. 9 

“F iscal Years 2004 & 2005 both 
ended with clear signs of much 
healthier and sound financial 

management than in recent years. Targeted 
tax collections and other revenues were at-
tained as numerous delinquent employers 
came forward to avail themselves of the sev-
eral payment options offered by MISSA, in 
order to avoid the high cost of litigation. Like-
wise, all benefit payments and operating ex-
penditures were sustained within the ap-
proved budget, while MISSA’s investments 
have consistently performed well, despite the 
present instability in certain parts of the 
globe. “ 

The above excerpts from MISSA’s Bi-
annual report for FYs 2004 & 2005 may be 
considered as a sequel to Jack Niedenthal’s 
(Board Chairman) message in MISSA’s Quad-
rennial report for FYs 2000-2003 in which he 
said, “As an organization, our mission for the 
future is simple: To continue to improve for 
the welfare of the people of the Marshall Is-
lands.” 

These accomplishments clearly reflect 
MISSA’s resolve to continue to lead in the 
RMI Government’s quest for transparency, 

(Continued on page 6) 

“N ow, we can proudly say that MISSA, 
an organization that has struggled 
for many years to put back social 

security on a sound financial footing, has lived 
up to its very simple mission: to continue to 
improve for the welfare of the people of the 
Marshall Islands.” 

 FY 2005 FY 2004 FY 2003 FY 2002 FY 2001 

Retirement Fund  
   collections 

 
$11.921 

 
$11.357 

 
$13.035 

 
$9.908 

 
$9.258 

Benefit payments 10.674 9.748 9.277 8.564 8.229 

Admin. expenses 0.827 0.860 0.783 0.685 0.802 

Fair Market Value 
   of investments 

 
48.199 

 
39.756 

 
32.852 

 
24.924 

 
25.159 

Total assets 56.623 48.675 42.330 34.604 35.366 

Total liabilities 0.752 1.094 0.781 0.341 0.333 

Net assets 55.879 47.580 41.549 34.263 35.033 

No. of beneficiaries 3,240 3,105 2,963 2,859 2,833 

MISSA Board of Trustees 
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 S ince the Tax Audit Department was created in 
late 2005, about 25 employers have already 
been audited and all of them have one thing in 

common: the quarterly tax returns they filed and paid for 
the past three to six years did not reflect the correct tax-
able wages of either the owner and/or a number of their 
employees. 
 The largest single tax assessment so far involved a  
group of affiliated companies currently employing more 
than 100 workers, several of whom are foreigners not reg-
istered with MISSA. Thus, these employees were not in-
cluded in the quarterly returns. 
 Had the auditors not been thorough and methodical 
in their verification of payroll records, a number of em-
ployers may have been able to get away with the follow-
ing “ingenious” ways to 
avoid paying the cor-
rect social security con-
tributions. 
∗ The number of em-

ployees is under-
declared. 

∗ The gross taxable 
wages of one or more 
employees are under-
declared 

∗ The gross taxable 
wages in the monthly 
withholding tax re-
turn filed with Min. of 
Finance are lower than 
those in the MISSA 
return. 

∗ Employer deducts the right amount from the employee but 
reports a lower gross taxable wages to MISSA. 

∗ Only the owner and spouse are reported in the return, but 
not the employees 

∗ Other allowances and benefits like commission, transporta-
tion, bonuses are not reported. 

∗ Overtime pay are not reported. 
∗ The gross taxable wages of owner or owners are less than 

twice the salary of the highest paid worker. 
∗ The gross taxable wages of officers like GM, CFO and other 

managers are only a little higher than the regular staff. 
∗ Big bonuses and other benefits are paid at year-end, but not 

reported to MISSA 
∗ One or more bi-weekly payroll period is not included in the 

quarterly return (should have a total of 26 bi-weekly pay-
roll in one year) 

∗ Locals are being used as dummy owners by foreigners 

(common in taxi business). 
∗ New or casual employees are not included in regular pay-

roll but paid separately and not reported to MISSA. 
∗ Part-time employees (working for more than 40 hours in a 

quarter) are not reported. 
∗ Delinquent business is closed and then re-opened under a 

different name and different (dummy) owner. 
 

What employers should know: 
• A person who engages in any trade or business is 

considered a “self-employed worker, and is deemed to 
have earned twice the amount of earnings paid to the highest 
paid worker, or the earnings (or profit) he actually 
received, whichever is greater, or, if there is no other 
worker, he shall be deemed to have earned within a 

a quarter seventy-five 
percent (75%) of his 
gross revenue for that 
quarter. 
• Payments made in 
cash or any form  for 
casual labor not ex-
ceeding one week in 
any month of a quarter 
are not taxable, if the 
work is not performed 
in the course of the 
employer’s trade or 
business. 
• Taxi drivers are 
considered employees 
and not independent 

contractors. Therefore, taxi operators are mandated 
by law to include their drivers in their quarterly tax 
returns and their contributions (both employee and 
employer shares) remitted to MISSA. 

• Employers are hereby prohibited from paying sala-
ries and wages in cash or in any other form, except 
by check (section 109A, 16 MIRC Ch. 1) 

• The statute of limitation allows MISSA Tax Audi-
tors to go back and examine payroll and related re-
cords for a period of six (6) years. 

• A wage earner is credited with a quarter of coverage 
only if his or her gross wages declared in the quar-
terly return is at least $250 per quarter. 

• The 12% per annum interest that MISSA charges 
against delinquent accounts can not be waived and 

(Continued on page 7) 

MISSA’s Tax Compliance & Audit team 
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 With the cost-cutting measures adopted by the in-
cumbent Board since 2001, the Administration was able 
to reduce administrative expenses to just an average of 
7% of total revenues or $0.79 million annually in the past 
5 years. (By law, MISSA is authorized to allocate 20% of 
its total revenues in administrative expenses.) 
 Gone are the days when unnecessary travels and ex-
travagant board meetings were held off-island or in the 
outer islands.  
 In an unprecedented move two years ago, the Board 
even proposed to reduce the 20% cap in administrative 
expenses to 10%. This was supported by Health Minister 
Alvin Jacklick who subsequently introduced a bill to 
have it approved. To-date, the bill is awaiting Nitijela’s 
approval. 
 

MISSA Board as Fiduciary 
 The MISSA Board is dedicated to protecting the 
reputation of the Administration and maintaining the 
public’s trust by adhering to consistent standards of con-
duct in its decisions. 
 When it was installed in 2000, the first thing the 
incumbent Board did was to immediately cut their own 
travel budget to only provide for the travel of one Board 

(Continued from page 3) 

accountability and good governance. 
MISSA’s Board of Trustees (2003-2006) is composed 

of: 
1. Jack Niedenthal—Chairman 
2. Tommy Milne - Vice– Chairman 
3. Saeko Shoniber -  Member 
4. Biram Stege - Member* 
5. Maria Fowler-Member 
6. Cradle Alfred-Member 
7. Suzanne M. Chutaro-Member* 

*ended their terms in March 2006 and replaced by Fi-
nance Secretary Jefferson Barton and David Paul. 

In his message, Jack Niedenthal (Board Chairman) 
reiterated the board’s three main goals after it was consti-
tuted by newly elected President Note and his Cabinet in 
early 2000: 
• To be fully auditable and accountable 
• To increase revenues via the institution of aggressive 

tax collection policies mandated by the Social Secu-
rity Act. 

• To drastically decrease expenses and streamline the 

(Continued from page 4) 

Member from Ebeye to attend board meetings in Ma-
juro. During the last 7 years, the MISS Board has not 
held a single board meeting outside of its own board-
room in Majuro. 
 As fiduciary (protector) of the Retirement Fund, the 
MISSA Board maintains a close oversight on how the 
Administration uses its resources. It is even regarded as 
the toughest Board on the island when it comes to ap-
proving the annual budget, as every proposed expense is 
closely scrutinized and if considered unnecessary or 
extravagant in nature, it is taken out of the budget. Only 
those considered vital to MISSA operations are ap-
proved.  
 

Government support 
 The continuous support of President Kessai Note 
and his Cabinet, and the absence of political interfer-
ence in MISSA operations have always been a key factor 
in MISSA’s  successes since the incumbent Administra-
tor and Board were installed in 2000. 
 Likewise, the Minister and Secretary of Finance 
have ensured that social security contributions from the 
RMI government will remain current. 
 The majority of the lawmakers from the Nitijela 
have also consistently supported MISSA and is ex-
pected to continue its backing of present and future leg-
islations that are in line with the direction of MISSA. 

operation of the Administration. 
 

 “As this report will show, our previously stated 
goals have been achieved: 
• MISSA remains fully auditable and accountable. 

For fiscal years 2004 and 2005, there were no find-
ings in our audit for the Social Security System 

• MISSA revenues continue to be maintain at high 
levels, from a low of $5.51 million in 1999 to $11.4  
million in 2004 and $11.9 million in 2005. 

• MISSA expenses have decreased from $1.55 million 
in 1999, or 14.5% of total revenues, to $0.86 million 
in 2004 and $0.83 in 2005, or only 7.6% and 6.9% 
of total revenues, respectively.”, he said. 

 
 In her message, Saane Aho (MISSA Administrator) 
thanked the MISSA Board of directors, management 
and staff, and their families, for their selfless dedica-
tion, hardwork and support over the years. She also 
thanked President Kessai Note, his Cabinet, Nitijela 
and the people of the Marshall Islands for the opportu-
nity of service given her. 
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 T he Office of Disability and Income Security 
Programs of the U.S. Social Security Admini-
stration (SSA) has recently reconfirmed an 

existing SSA policy that allows all RMI citizens to be 
issued social security number (SSN) cards without any 
legend, pursuant to the Compact of Free Association 
between the United States and the Republic of the Mar-
shall Islands. 
 An SSN card without a legend can be presented as 
proof of employment eligibility when a person is hired 
in the United States and is completing an Employment 
Eligibility Verification Form (FormI-9) for the em-
ployer. 
 In his letter to Ambassador Banny de Brum dated 
September 22, 2006, Frederick Streckwald, Assistant 
Deputy Commissioner for Income Security Programs 
said, “SSA is aware that the Compact of Free Associa-
tion in place between the United States and the Repub-
lic of the Marshall Islands provides that RMI citizens 
may live, study and work in the United States. There-
fore, SSA’s policy is to issue a citizen of RMI an SSN 
card without any legend.” 

 “As discussed at our recent meeting, some local SSA 
offices may be unfamiliar with the correct procedures to 
follow when a citizen of a country with a Compact of 
Free Association with the United States applies for an 
SSN card. As a result, citizens of the Marshall Islands 
have sometimes been prohibited from applying for an 
SSN or have been issued SSN cards which incorrectly 
show the legend “Valid ofr Work oNly with DHS Au-
thorization.” 
 RMI citizens and citizens of other countries with a 
Compact of Free Association with the United States may 
access SSA’s website www.ssa.gov. Click on Our Program 
Rules, then click on Program Operations Manual System, and 
then click on Table of Contents. From here locate RM 
00203.420. The URL is: http://policy.ssa.gov/
poms.nsf/36f3b2ee954f0075852568c100630558/3914b27b
d83ab2ac85256e370011eee4?OpenDocument. 
 A copy of the letter to Ambassador de Brummay may 
be obtained from MISSA and taken to any SSA office in 
the United States to apply for SSN cards. 
 For further information, SSN cards applicants may 
contact Darrell Blevins  (410(965-3954. 

continues to accrue until the obligations are fully 
paid off. 

 In a related development, MISSA’s 
Tax Compliance Department headed 
by Bill Joseph, will soon be referring 
more than 20 new delinquency cases 
to the Legal Counsel for prosecution in 
court. 
 Just recently, MISSA has filed a case 
in court against two government agen-
cies for non payment of social security 
contributions. Consequently, a judg-
ment was made in favor of MISSA for 
more than $400,000. 
 Since last year, Bill Joseph has 
adopted the zoning system wherein each of his Tax Offi-
cers was given specific locations (i.e. Uliga, Delap, 
Rita) to carry out individual house-to-house surveys, 

(Continued from page 5) personally hand carry notices, update delinquency re-
cords and negotiate for payment plans.  
 This will also give the Tax Officers the chance to 

identify employers and employees who 
have not registered with MISSA and de-
termine whether or not all employees are 
declared and reported in their quarterly 
tax returns. 
 The number of employers whose 
tax contributions have been filed and 
paid have grown steadily in the last three 
years, from 406 in 2004, and then 445 
and 487 in 2005 and 2006, respectively.  
 To-date, it is estimated that 
there are about 850 active employers in 
operation in Majuro and Ebeye and 

MISSA is now redoubling its efforts to increase tax 
compliance from as low as 40% prior to FY 2000 to al-
most 60% in FY 2007. 

Bill Joseph 
Tax Compliance Manager 
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cash balance was $1.46 million. If SS contributions for 
the 4th quarter of 2006 (due on January  10, 2007) are 
added, the total cash available for the 1st quarter of 2007 
will be around $4.2 million, which is barely enough to 
pay off benefits of $3.7 million and administrative ex-
penses of $0.23 million in the next four months. 
  The Administration therefore is presently beginning 
to encounter the inevitable -  the time when no other 
option is left but to 
dip into its trust fund 
to cover current bene-
fit payments and ad-
ministrative expenses. 
 Adding more bur-
den to MISSA’s cur-
rent  financial woes 
are a number of pro-
posed legislations, which if passed, would widen the 
gap between its current total assets of $62 million and 
future liabilities of $220 million, or unfunded future li-
abilities of $158 million. These increasing pressures from 
Nitijela threaten the young generations of Marshallese 
who may not have the chance to receive benefits from 
the system in the future. 

  
Bill #57 – abolishment of the Earnings test 

Under Section 144, Chapter I of the Social Security Act 
of 1990, “a worker or a self-employed worker who is in 
receipt of a retirement benefit and at the same time is in 
covered employment, shall have his quarterly benefit 
reduced by one dollar ($1.00) for every three dollars 
($3.00) earned during that quarter, in excess of fifteen 

(Continued from page 1) hundred dollars ($1,500.00). The reduction shall be made 
as soon as practicable after the quarter in which the 
earnings were earned. Notwithstanding the foregoing, 
the reduction shall not apply in the quarter in which the 
worker or self-employed individual who is receiving the 
benefit attains sixty-two years of age or in any subse-
quent quarter thereafter”. This provision is referred to as 
the “Earnings Test”, 
 After three years of debate in the Nitijela, the bill to 

abolish the earnings 
test remains unre-
solved. The proposed 
legislation has been 
adamantly opposed 
by MISSA and its 
actuary, as it will ag-
gravate MISSA’s pre-
sent unfunded future 

liabilities. Eliminating the earnings test will cost MISSA 
additional benefit payments of $2 million annually. 
 Likewise, abolishing the earnings test defeats the 
main objective of MISSA’s retirement program. The pur-
pose of retirement benefits is to replace income that is 
lost when it is no longer reasonable to expect a person to 
be able to work. Therefore, while a worker is willing and 

able to earn wages, there are no lost wages to replace. 
 
Bill #104 – removal of disability re-examination 
 This bill seeks to remove MISSA’s authority to re-
quire medical re-examination, as necessary, to determine 
a medical retiree’s continued entitlement to receiving 

(Continued on page 9) 

“Adding more burden to MISSA’s current  fi-
nancial woes are a number of proposed legis-
lations, which if passed, would widen the gap 
between its current total assets of $62 million 
and future liabilities of $220 million, or un-
funded future liabilities of $158 million. “ 

(2nd & 3rd from left): Saane Aho (Administrator) and 
Jack Niedenthal (Chairman), together with Nitijela mem-
bers in one of the hearings on proposed legislations. 
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124 have been determined to be still disabled and 
continue to receive benefits, 7 have recovered but 
are now on early retirement, 8 have fully recov-
ered and are physically fit to return to work, 5 
have recently died, and the remaining 48 have yet 
to submit their re-examination forms. By Decem-
ber 31, 2006, those medical retirees who do not 
submit re-examination forms will have their 
benefits permanently closed. 

 
Bill #50 – This bill aims to allow one person enti-
tlement to both old age insurance and surviving 
spouse benefits at the same time. Just like the other 
two bills mentioned earlier, enactment of this bill 

will result to 
additional mil-
lions of dollars 
to be paid by 
MISSA. 
 In oppo-
sition to this 
bill, the MISSA  
Administrator 
submitted to the 
Chairman of 
Nitijela’s Stand-
ing Committee 
on Health, Edu-
cation and So-
cial Affairs, a 
real-life cost vs. 

benefit assessment of 9 active retirees.  
 “The cost vs. benefit analysis clearly showed that 
each retiree alone, not including his or her surviving 
spouse and/or surviving children, has the potential to 
collect up to almost 20 times the amount of money 
that was contributed to the Retirement Fund. How 
much more will the total benefits amount to if we are 
to factor in lifetime benefits for the surviving spouse 
and/or children up to 18 years of age, or 22 years of 
age if in school? “ she said. 
 Also, in the event a retiree dies and leaves behind 
a retired spouse and eligible dependent children, the 
surviving child benefits can continue on to the re-
tiree’s children. If there are no children, the retired 
spouse must elect between the retirement benefit 
that is being received, and the surviving spouse bene-
fit that must be applied for whichever is greater. If 
the decision is to continue with the retirement bene-
fit, a lump sum death benefit of 4% of the cumulative 
taxable earnings for the deceased retiree may be due 
the surviving spouse. 

monthly medical retirement (or disability) benefits. 
 MISSA does not support passage of this bill for the fol-
lowing reasons: 
1. If the disability is short-term (12 months to 3 years), 

MISSA must be able to conduct a follow-up re-
examination to determine if the disability is still pre-
sent, and if not, the medical retirement benefits must be 
continued. 

2. Removing MISSA’s authority to conduct re-
examinations, as necessary, will mean that an individual 
with a short-term 
disability will be 
entitled to receiv-
ing disability 
benefits for an en-
tire lifetime and 
even after he has 
fully recovered. 
This is unfair and 
is an act that can-
not be justified to 
the other con-
tributors who are 
the future benefi-
ciaries of the sys-
tem. 

3. Putting an individual on permanent retirement, even 
while he/she may recover in a matter of at least one year 
will cause the system to expend hundreds of thousands 
of dollars in additional benefits every year. For example, 
if an individual receives $500 per month in disability 
benefits at age 30, and MISSA determines that the medi-
cal disability will last for 12 months, MISSA will pay out 
a total of $6,000 in benefits. If Bill 104 is passed, this 
person will be entitled to $180,000 until age 60 or more 
if he/she lives beyond age 60 and has surviving children 
upon death. 

4. The bill will worsen the deficit MISSA is currently ex-
periencing. 

5. As of August 2006, the number of medical retirees to-
taled 250. On a monthly basis, MISSA pays out an aver-
age of $110,000 in disability benefits or $1.32 million in 
one year. 

6. Re-examination of 192 medical retirees who have been 
on the disability program for more than at least 3 years 
is nearing completion.  
As of September 28, 2006: of the 192 medical retirees, 

(Continued from page 8) 

“The cost vs. benefit analysis clearly showed 
that each retiree alone, not including his or her 
surviving spouse and/or surviving children, 
has the potential to collect up to almost 20 
times the amount of money that was con-
tributed to the Retirement Fund. How much 
more will the total benefits amount to if we are 
to factor in lifetime benefits for the surviving 
spouse and/or children up to 18 years of age, 
or 22 years of age if in school? “  
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 Mary Sheryl Jane Profeta and Thomas Patrick are 
the newest members of the MISSA family. 
 Sheryl, a Filipino Certified Pubic Accountant, is 
MISSA’s new Finance Manager and has held various 
supervisory and managerial 
posts in finance, accounting 
and audit for about fifteen 
years in the Philippines.  
 She earned a Bachelor’s 
degree in Business Admini-
stration (major in Account-
ing) and graduated cum laude 
from one of the universities in 
the Philippines. She also 
earned MBA units in the Phil-
ippines. 
 Sheryl will head MISSA’s 
Finance Division comprised of Accounting, Treasury, 
Customer Service and I.T. Departments, and will be part 
of MISSA’s senior management team. 

 Thomas Patrick Jr.  hails from Jabor, Jaluit and 
earned an Associate of Arts degree from the College of 
Micronesia, Pohnpei (FSM). 
 Before joining MISSA, Thomas has a brief stint as a 

classroom teacher at the Min-
istry of Education, He was 
also connected with the 
CARE program where he 
worked as Site Coordinator 
until the program ended last 
year.  
 Thomas also worked 
for four years with the Bank 
of Hawaii and another four 
years as Administrative Assis-
tant of the Upward Bound 
Program at the College of the 

Marshall Islands. 
 Thomas will be assigned at MISSA’s Tax Compliance 
Department as Tax Officer. 

• Annuity factor reduece from 25% to 10% over 10-year 
period. 

• Present annuity factor - 20% 
• Early withdrawal options: 

1.  Migration overseas - full withdrawal 
2. Housing assistance - 2/3 of total account balance 
3. Educational assistance 
4. Medical assistance 
5. Funeral assistance - FJ$1,000 per deceased 
6. Employment opportunity overseas (airfare, etc.) 
7. Unemployment assistance 

Note: withdrawals are made from individual member’s 
own account. 
• Employee and employer share of contributions are 

credited or deposited to individual member (or em-
ployee) accounts. FNPF declares annual rate of re-
turn at the close of the year. Annual rate of return 
varies between 6% - 8% each year. 

• Minimum balance of account not to fall below 
FJ$1,000 

• FNPF is a private corporation and enjoys “no politi-
cal intervention” from Fiji’s lawmakers. 

 

 Two years ago, the International Labor Organization 
(Continued on page 11) 

T he initial phase of the review of the Marshall 
Islands Social Security System and study of 
other forms of social security schemes as al-

ternatives to the current social insurance system has 
started. 

Saane Aho, MISSA Administrator and  Senator 
Maynard Alfred, Chairman of the Nitijela Special Com-
mittee on Social Security, visited and met with top offi-
cials of Fiji National Provident Fund (FNPF) and the 
International Labour Organization (ILO) based in Suva.  

Some interesting facts about FNPF follow: 
• PNPF is composed of seven major divisions with a 

total personnel of 265. 
• Total assets amounted to FJ$3 billion (US$2 bil-

lion) which gives FNPF  a controlling interest in 
Fiji’s economy. 

• Member contributions are similar to a bank savings 
account wherein a member can borrow from his 
own money. 

• Members have the option to receive partial lump-
sum benefits or full withdrawal or monthly pension 
benefits 

• Total membership - 327,000 individuals 
• Contribution rate - 8% employee / 8% employer 

Sheryl Profeta Thomas Patrick 
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the quarter in which the earnings were made and re-
ported. The computation follows: 
 
Total earnings for the quarter  $2,000 
Deduct    ( 1,500) 
Balance subject to earnings test       500 
Divide by  3            3___ 
= One third    $166.66 
 
Quarterly benefit ($300 x 3)  900.00 
Deduct                     (166.66) 
Balance    733.34 
Divide by 3                             3 __ 
Adjusted monthly benefit               $244.61 

 F or recipients of retirement benefits who are 
under 62 and are working, the benefit 
amount shall be reduced by$1.00 for every 

$3.00 earned in a quarter in excess of $1,500. The adjust-
ment in benefits will be applied as soon as practicable 
following the quarter in which the earnings were made 
and reported. No adjustment is made for claimants who 
have attained the age of 62 years. 

Example: If a Claimant earns a total of $2,000 for a 
quarter, while receiving a monthly retirement benefit 
of $300, the benefit shall be reduced during the 3-
month period, beginning with the first month after 

(ILO) compiled an overview paper of social and eco-
nomic conditions in five Pacific island countries com-
prised of Fiji, Kiribati, Samoa, Solomon Islands and 
Vanuatu.  
 The overview 
paper served as a 
background paper 
for the ILO project 
Social Security in Pa-
cific Countries.  The 
purpose of the pro-
ject is to produce a 
reasonably current 
summary of each 
country in the areas 
that are of concern 
to the study of social 
security and the fea-
sibility of extending 
coverage to the for-
mal (employed or 
self-employed) sec-
tor and the informal 
economy in each country. 
 Considering the vast information the ILO possesses 
regarding social security in the Pacific region,  Admin-
istrator  Aho and Senator Alfred met with ILO Director 
A.M. Zakaria, who is also based in Suva. 
 The following issues were discussed; 
• Introduction of committee’s task in reviewing sus-

(Continued from page 10) tainability of RMI social security system and the 
need to assess the feasibility of adopting the provi-
dent Fund scheme as an alternative system. 

• Past visits of the ILO director to the RMI (2002) 
and his role in advo-
cating RMI member-
ship into the ILO 
• Mr. Zakaria indi-
cated ILO’s ability to 
provide technical and 
professional support 
for the project (but 
not financial), which 
may only be consid-
ered upon RMI being 
registered as a mem-
ber of ILO. 
• ILO membership 
process requires that: 
∗ the RMI Govern-
ment, through the 
Minister of Foreign 
Affairs, write a simple 
letter of intent to the 

ILO Director General. 
∗ the ILO membership be ratified by the Cabinet 

or Nitijela 
∗ the letter of intent must be supported by cabi-

net decision and resolution of the Nitijela, and 

(Continued on page 12) 

Administrator Saane Aho and Senator Maynard Alfred with FNPF officials 


