
Chapter  l0

Financial Insti tut ions

Subchapter 1

General Provisions
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[Footer A: Supp. 626 - 29]

$ l00l. Scope of operation of this chaptcr.

$ 1002. Deflnit ions.

$ 1003. Prohibit ions and exemptions.

$ 1001. Scope ofoperation ofthis chapter.

(a) This chaptcr shall  apply to banks. securit ies brokcrs. and securi l ies dealers
(hereinafler refbrred to as "f inancial insti tut ions"). their shareholders. administraturs.
employees. agents and afl l l iated entit ies. and applicants lbr bank credit.

(b) Persons other than f inancial insti tut ions who are in violation of provisions ol-
section 1003 shall  be subject to thc penal provisions o1'subchapter VII.

Source

RPPI-  6-3 $ 2[  1 ] "  modi t ied.

Notes

RPPI.7-41 $ I reads: "Preamble. The Olbi i l  Era Kelulau o1'the Republic of Palau (hereinafter
refbrred to as the "OtsK"). endeavoring to strengthen the economy in the Republic o1'Palau by

providing measures to protect the intercsts of consumers of linancial services. to prcvent
systemic risk to the financial system. to providc sufllcient scope lbr markel lbrccs to operate in
the field of f-rnancial services. and to protect the reputation o1'the Republic in the international

I lnancial community. and establishing rules l trr the l icensing. supervision and regulation of
f lnancial insti tut ions by the Financial Insti tut ions Commission of the Republic o1'Palau. hereby

flnds it to be in the best interest of the Republic to enact laws govcrning banks and flnancial
institutions operating either in the Republic of I'alau or under a grant of authority by the

Republic of Palau."



Section 3 of RPPL 7-41 reads: "Severabil i ty. I f  any provision of this Act, orthe application
thereof to any person or circumstance is held invalid. the invalidity does not affect other
provisions or applications of the Act which can be given effect without the invalid provision or
application. and the[sic] this end the provisions o1'this Act are severable. '"

S 1002. Definit ions.

Wherever used in this chapter. the fbl lowing terms shall  have the fbl lowing meanings:

(a) "administrator" means any person who is an oflcer ol 'a l lnancial insti tut ion t lr
other juridical person. including any member of the board of directors or the Audit
Committee. orthe head of a departmcnt ol ' the organization but shallonly apply to a
person who is regularlyemployed at the Palau ofl ice of the f inancial insti tut ion.
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(b) "af1i l iate" ol 'a bank orother person means a subsidiary of such person or a
company ol-which the person is a subsidiary or a company that is undcr common
control with the person.

(c) "bank" means a person engaged in the business ol 'accepting deposits in the
Republic of Palau f iom residents and non-residcnts and using such lunds to make
extensions of credit or investments lbr thc account of and at the r isk of the person
carrying on the business, including branches of banks organized in other
jurisdict ions.

(d) "branch ofl lce" means a place of business that lbrms a legally dependenl parl ol 'a
f lnancial insti tut ion and that conducts l lnancial activit ies.

(e) "capital" r leans the net worth or own funds o1'a f lnancial insti tut ion that is the
dif l 'erence between its assets and l iabi l i t ies in accordance with balance sheet accounts
that reflect sound accounting principles.

(f) "capital distr ibution" means a distr ibution of cash or other property by a f inancial
insti tut ion to i ts owners made on account of that clwnership, but not including (i) any
distr ibution consist ing only of shares ol ' the frnancial insti tut ion or r ights to purchase
such shares or ( i i)  any amount paid on deposits of a coclperative bank.

(g) "credit" means any advances or commitments to advance funds by a financial
institution to a person that are conditioned on the obligation of the person to repay
the funds or that are repayable from speciflc property pledged by or on behall-of the
person. The term includes a contractual l iabi l i ty of a f inancial insti tut ion to advance
funds to or on behalf of a person. indebtedness evidenced by a lease financing
transaction in which the llnancial institution is the lessor. and an overdraft lunded bv



the financial institution on behalf ol'a person. The term does not include accrued bul
uncollected interest or discounted interest.

(h) "credit documentation" means. with respect to an agreement entered into by a
flnancial insti tut ion with any other person 1br the provision of credit:

( I ) current flnancial statements of the borrower as may be required by a
financial insti tut ion and any guarantor ol ' the borrower's indebtednessl

(2) a descript ion of any collateral over which the lender has any mortgage
or charge as security fbr the due paymcnt ol ' the indebtcdness to i t  and an
appraisal o1- i ts value:

(3) a statemcnt of the terms of the credit.  including thc principal amount.
rate ol ' intcrest. schedulc of repayments and the borrowcr's ob.iectivc or
purpose lirr borrowing: and

(4) the signature of each pcrson who authorizcd thc credit on behall-ol-
the bank.

(i) "debt security" means any negotiable instrument ol ' indebtedness (in cert i f icated
or in book-entry fbrrn) and any other instrument cquivalcnt to such instrurnent o1'
indebtedness. and any negotiable instrument giving the right to acquire another
negotiable debt security by subscript iorr or cxchange.
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(j) "deposit" means a sum ol-moncy paid on tcrms:

(l) that i t  is to be repaid in lul l .  with or without intcrest or premium ol-
any kind. and either on demand or at a t ime agreed by or on behall 'o1'thc
person making the payment and the person rccciving it ;  and

(2) that are not relbrable to the provision of property or services orthe
giving of security:

whether or not evidenced by any entry in a rccord of the person receiving the sum. or
by any receipt. certiflcate. note or other document.

(k) "dollars" means tJnited States Dollars or the equivalent in non-United States
currency.

(l) "equity interest" means any ownership right or voting right with respect to a
person or undertaking.



(m) "executive ofilcers" are those bank ofllcers who have authority to make or
inf luence bank policy.

(n) "f inancial insti tut ions" means banks. securit ies brokers. and securit ies dealers.

(o) "fbreign financial institution" or "lbreign bank" or "fbreign branch bank" means
a f inancial insti tut ion organized under the laws of another jurisdict ion with a branch
oll ice or subsidiary in the Republic ol 'Palau.

(p) "guidance" means non-obligatory recommendations issued for the irr lbrmation of
f inanc ial insti tut ions.

(q) " l icense" means an authorization issued by the Financial Insti tut ions Commission
of thc Republic of Palau granting the right to a f lnancial insti tut ion to engage in
l lnancial activit ies.

(r) "order" means an obligatory directive in the implementation of this chapter or of a
regulation issued under this chapler pursuant to { I  132 issucd to one or more
flnancial insti tut ions that constitute lcss than a class of f inancial insti tut ion.

(s) "person" includes an individual. a company. partnership. association and any
group of persons acting in concert. whether or not incorporated.
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(t) "principal shareholder" means a pcrson that owns dircctly or indirectly ten percent
or morc ol 'any class of shares with voting r ights ol 'a l lnancial insti tut ion.

(u) "Palau bank" or "Palau l inancial insti tut ion" means an insl i tut ion organizcd and
chartered under the laws of the Rcpublic ol 'Palau.

(v) "regulation" means a generalobligatory directive in thc implerncntation ol ' this
chapter pursuant to $ l l32 issued to one or more classes o1' l inancial insti tut ions.

(w) "related persons" to a f lnancial insti tut ion are: (1) any adrninistrator of the
flnancial insti tut ion; (2) any principal shareholder of the f inancial insti tut ion: (3) any
person who is related to such administrator or principal shareholder by marriage.
consanguinity to the second degree. or business intercst; (4) any legal person that has
a signif icant interest in a person in which the l lnancial insti tut ion has a signif icant
interest.

(x) "remedial action" means measures to correct the infractions described in section
1 091 which may inc lude: ( I  ) the establishment of a plan to increase capital to
achieve compliance with this chapter: (2) the establishment of new committees of the



f inancial insti tut ion to oversee credit administration. asset and l iabi l i ty management,
or internal audit and controls; (3) replacement of the heads of departments; or (4)
establishing and en{brcing internal controls.

(y) "signitrcant interest" means a direct or indirect holding of an interesl in a person
or undertaking that represents the equivalent of twenty percent (20%) or more of the
equity or o1-any class of shares with voting r ights. or that makes it  possible to
exercise a signif icant inf luence over the management or policies of that person or
undertaking.
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(z) "subsidiary" means any person in which another person holds:

( 1) the cquivalent of f i f ty percent (50%) or more of any class of shares
with voting r ights: or

(2) a signit lcant interest that pcrrnits such other persc'rn or groupol '
persons to control the management ur policies of the subsidiary.

(aa) "security" means: any evide nce ot ' inde btedness: share: invr'stment contract '
cert i f icate of interest or part icipation in a profi t-sharing agreement: l imitcd
partnership interest; col lateral-trust ccrt i l lcatc: pre-organization subscript ion; votirrg-
trust cert i f icate: any put. cal l .  straddle. or option or warrant on a security or grt 'rup or
index ol-sccurit ics; or any interest or instrurnent commonly known as a "security":
the term does not include obligations o1'a bank rcgulated under the laws of the
Republic of Palau that are entered into by the bank in thc ordinary course ol ' i ts
banking business directly with i ts customers and not through intermediarics.

(bb) "sccurit ies broker" means a person cngaged in the business o1'buying or sel l ing
securit ics fbr the account of a customer.

(cc) "securit ies dealer" means a pcrson cngaged in thc business of buying or sel l ing
securit ies lor i ts own account.

(dd) "voting shares" means shares in the capitalof the issuer and any other shares of '
any designation or description that carry the right to vote on any general resolution at
a general or special meeting of thc issucr.

Source

RPPL 6-3 $ [2]2. modif led. Subsections (g). (h)( l  ).  (q). (r).  (r ') .  (z). and (aa) amended by RPPL
7-41 s\ 2[2]. modif ied'



S 1003. Prohibit ions and exemptions.

(a) No person shallengage in the business of a bank. securit ies broker. or securit ies
dealer without a l icense issued by the Financial Insti tut ions Commission of the
Republic of Palau.
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(b) No person shall  use the words "bank". "trust". "trust company". or "f inancial

corporation". or derivatives of these wclrds. with respect to a business. product. or
service without a l icense as a bank issued by the Financial lnsti tut ions Conrmission
ol ' the Republic ol-Palau. unless such usagc is established or recognized by law or
internationalagreement. or unless i t  shall  be clcar f iom the contcxt in which the
words "bank". "trust". "trust company". or "financial corporation" are used that it
does not concern frnancial activit ics. With rcspect to any violation of subsections (a)
and (b) in this section. the Financial Insti tut ions C'ommission ol ' the Republic of
Palau may:

(l) f ine the entity. person. board members. and exccutivc ol l lcers ( in the
case of a corporation) up to f lvc thousand dollars (55.000) per day such
violation continues:

(2) order the entity or person to cease and desist the oflbnding activity:
and

(3) i f  the cntity is a Palau corporation. dissolvc thc lcgal entity.

(c) No bank shall  use words in i ts t i t le that arc mislcading concerning thc bank's
f lnancial condit ion. legal status. or indicating any connection with governmental or
in ternat  ional  inst i tu t ions.

(d) No bank organized outside the Republic of Palau shall  be permitted to engagc
directly in taking deposits inthe Republic of Palau unless the activity is undertaken
through a branch ofllce or subsidiary firr which a license has bccn issued by the
Financial Insti tut ions Commission o1'1he Republic of Palau.

(e) No person shal l  make a misstatement ot 'mater ial  lbct or false representat ion or dt ' r

anl.thing to create a false appearance or engage in any manipulative device or
practice in relation to taking of deposits.

(f) Banks as a class that are organized as credit unions under Cihapter 7 of the
Corporatic'rn Regulations o1'the Republic ol 'Palau and whosc totalassets do no1
exceed five hundred thousand dollars (S500.000) shall be exempt from the
application of this chapter.



(g) The Attorney General may bring a civi l  action in the Republic o1'Palau against
any natural or legal person who attempts tc'r. or engages in the business of a bank,
securit ies broker. or securit ies dealer in the Republic of Palau without a val id l icense
by the Financial Insti tut ions Commission. Upon proof by a preponderance of the
evidence that such person committed the oflbnse. a natural person shall  be subject to
a civi l  penalty of at least twenty f ive thousand dollars ($25.000). Corporate entit ies.
other than the Republic of Palau. on whose behalf or fbr whose benefit  a violation of
this subsection has been committed by one or their agents or rcpresentatives. shall  be
fined in an amount equal to two times the flnes specilied lbr natural persons. or the
amount o1'gross profit realized by thc cntity lbr the two years prior to the oflbnse.
whichever is greater. Addit ionally. such cntit ies may be:

(l  ) permanently. or fbr a minimum ol ' l lve years. banned l iom dircctly or
indirectly carrying on the busincss activit ies in the Republic o1'Palau for
which they are l icensed or conducted at thc t imc of the of ' fcnse:

(2) ordered to close permanently; or

(3) required to publicize the.iudgmcnt in the press or by radio or
televisicln.

(h) Actions under either subsections (g) or (h) shall  not pre.iudicc any action taken by
the Board pursuant to its powers under this chapter.

Source

RPPL 6-3 $ 2[3] .  modi f ied.  Subsect ions (g)  and (h)  added by RPP[.7-27 |  4 .  rnodi l ied.
Subsect ions (a) .  (b) .  (d) .  and ( l )  arnended by l t l 'P t .7-41 $ 2[31.  modi f ied.

Subchapter  I l

Financial lnsti tut ions Commission

$ 101 l .  Establ ishment .

$ 1012.  Genera l  powers.

\  1013.  Ob. iect ives and basic  tasks.

{ 1014. Cooperation w'i th authorit ies.

S I 015. International cooperation.

.  1016.  Communicat ions wi th  the Olb i i l  Era Kelu lau and publ ic .

$  1017.  Organizat ion o1 ' the Commiss ion.



I  1018. Functions of the Governing Board.

$ 1019. Powers of the Governing Board.

$ I 020. Delegation of authority.

S 1021 . Composit ion of the Governing Board.

$ 1022. Compensation of Executive Commissioncr and members of the Commission.
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$ 1023.  Ine l ig ib i l i ty  to  serve on the Commiss ion.

$ 1024. Disquali lrcation and removal of mcmbers ol-Clommission.

$ 1025. Resignation cl l 'members of the Commission.

$ 1026. Vacancy on the Commission.

{ 1027. Meetings of the Commission.

$ 1028. Preventing exploitat ion o1'conll icts of intercst.

$ 1029. Staffof the Commission.

$ 1030. Employment; l lduciary duty.

N  1031 .  Sec recy .

\  1031.  Prohih i ted act iv i t ies.

$ I033. Collection ol 'statist ical infbrmation.

S 1034.  Regulat ions.  repor t ing.

$ 1035. Standards of good administration.

$ 1011.  Establ ishment .

(a) The Financial Insti tut ions Commission o1'the Republic of Palau (hereinafter
ref'erred to as the "Commission") is hereby established as an independent regulatory
agency with full capacity under the law of the Republic of Palau. and. in particular.



the capacityto contract. to incur l iabi l i t ies. to acquire and to dispose of rnovable and
immovable property, and to be a party to legal proceedings.

(b) Any and al l  confldential non-public documents provided and delivered to the
Commission by any' frnancial insti tut ion shall  rcmain the property of the delivering
frnancial insti tut ion. and these documents shall  not constitute government documents
within the meaning of the Constitut ion.

(c) The Commission shall  have its hcad ol l lcc at a location determined by the
Executive Commissioner. 

' Ihe 
Commissit-n may appoint agcnts at such locations in

the Republic of Palau orabroad and with sr"rch tunctions and dutics. as i t  shall
detcrmine.

(d) The Commission shall  establish and have a seal. which shall  includc the narne ol '
the Commission.

Source

RPPI -  6 -3  $  2 [41 .  mod i f red .

$ 1012.  Genera l  powers.

(a) The Commission shall  exercise al l  powers specif ical ly granted by this chaptcr and
other applicable laws and regulations and such incidental powers as shall  be
reasonably necessary to carry out tlic powcrs so granted.
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(b) The Commissic'rn is an indepcndcnt agency o1-the Republic o1-Palau and shall
enjoy operational independence and adequate rcsources to cxercise its powers and
ful l l l l  i ts duties and obligations under this chaptcr and regulations promulgated
hereunder. 

- l 'his 
independence shall  be respected and no person shall  seek improperly

to inl luence any Ciommission Board member or ernployee in the discharge of his or
her duties or to interfbre in the activit ies of thc Commission. except in the execution
of a specific authority or duty under the lan'.

Source

RPPI- 6-3 S 2[5]. modif icd.



S 1013. Objectives and basic tasks.

(a) The primary objective of the Clommission shall be to ensure the liquidity and
solvency of f lnancial insti tut ions in the Republic of Palau pursuant to the
requirements of this chapter and any regulations promulgated hereunder.

(b) The Commission shall  l icense. supervise. and regulate frnancial insti tut ions.
provided that nclthing herein shall  be construed to preempt or preclude other entit ies
of the National ( iovernment. including. but not l imited to. the Attorney Gencral. the
Registrar of Corporations. and the Bureau o1-Revenue. Customs and 

'faxation. 
from

exercising authority over f inancial insti tut ions pursuant to laws granting such
authority to such entit ies.

Source

RPPL 6-3 { 2[6]. modif led. Subsection (b) arnended by RPPI. 7-41 $ 2[61.

! i  1014. Cooperation with authorit ies.

(a) The Commission shall  coopcratc with public authorit ies in pursuing its ob.iectives,
and shall .  in accordance with this chaptcr. take such actions as i t  deems necessary to
promote such cooperation in the pertbrmance of i ts lunctions.

(b) The Commission shall  provide general inlbrmation as l imited by the
conlidential i ty and secrecy provisions of this chapter as requested from tirne to t ime
by the Ministry of Finance or other agencies ol ' the Republic of Palau as may be
necessary fbr the perlbrmance of their duties.
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Source

RPPI,6-3 $ 2t71. rnodif led. "Ministry of Financc" read "Ministry o1'Administration" in

subsection (b) and was amended by RPI'>I, 6-26 S 33. Subsection (b) amended by RPPL 7-41 $
2[71.  rnodi l ied.

S 1 015. International cooperation.

' fhe 
Commission is the off icial agency tbr inlbrmation as to the status o1'any entity l icensed or

claiming or purport ing to be l icensed by the Republic of Palau to act as a bank. The Commission

is authorized to the extent set forth in this chapter and under Palau law to cooperate and

exchange infbrmation with agencies of loreign governments and international agencies. The

grant of a license under this chapter shall constitute consent of the financial institution to the
release and exchange of information between the Clommission and any law enfbrcement.



regulatory, or supervisory authorit ies of any tbreign.iurisdict ion's government in which the
flnancial insti tut ion may operate or otherwise conduct business.

Source

RPP[,6-3 $ 2[8] .  rnodi f ied.  Amended in  i ts  ent i re ty  by RPPL.7-41 $ 2[ t l l .  modi f icd.

$ 1016. Communications with the Olbi i l  Era Kelulau and public.

' l 'he 
Commission shall  intbrm the Olbi i l  Era Kelulau and the public on a regular and t irnel l '  basis

of i ts analysis o1-l lnancial sector developmcnts and on statist ical infbrmati i tn. including with
respect to financial sector structure and paymcnts.

Source

RI'Pt- 6-3 $ 2191. rnodif icd.

S 1017. Organization of the Commission.

' l-he 
Commission shall  have a Cioverning l loard of ( 'ommissioncrs. and management consist irrg

of an Executive Commissioner" and a stafl .

Source

RPI ' } l .  6-3 \ \  2 [101.  modi f ied.

$ 1018.  Funct ions of  the Govcrn ing Board.
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(a)' l 'he Governing Board shalladopt policies lbr thc operatiot.ts of the Cctrnmissiott
in accordance with this chapter and supervisc their irnplemcntation. In carrying ttut
i ts functions" the Governing Board must periodical ly assess the situation o1'f lnancial
insti tut ions.

(b) l-he Executive Commissic-rner shall  rcport not less than once cvery calcndar
quarter to the Commission on the administration and internal operations ol ' the
Commissictn. on the implementation ol ' the Commissit-rn's supervisory and regulatory
policies. and on al l  f-rnancial insti tut ions' compliance with the chapter. The Executive
Commissioner shall  also report to the C'ommission al l  cvents and condit ions that
have or may be expected to have a signif icant eflect on the administration or
operations of the Commission and on the execution of i ts policies and on l lnancial
insti tut ions.



Source

RPPL 6-3 $ 2[  l ] .  modi f ied.

$ 1019. Powers of the Governing Board.

(a)' fhe Governing Board shall  have the fbl lowing powers:

( I  ) to establish policies lbr f inancial insti tut ions' supervision and
regulation:

(2) to lbnnulate and adopt the budget and the annual flnancial statements
of the Commission and submit the same to the Olbi i l  l rra Kelulau:

(3) to issue the annual repofl on the activit ies clf  the Commission to the
President and the Olbi i l  Era Kelulau:

(4) to adopt the by-laws o1-the ( 'ommission and determine the policies
applicablc to the administration and operations of the Clommission:

(5) to promulgate al l  regulations and adopt guidelines that are to be
issued by the Commission;

(6) to rcview and approve or re' iect applications lbr l iccnscs lbr f lnancial
insti tut ions:

(7) to promulgate regulaticlns to cstablish prudential requirements lbr
f i  nanc ial insti tut ions:
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(8) to promulgate regulations to establish fbes tbr l icensing and fbr
services rendered by the Commission:

(9) to adopt supervisory enfbrce mcnl measures consist ing of-: conclusion
of memoranda of understanding between the Commission and l lnancial
insti tut ions' I loards o1'Directors: determination of the insolvency of a
t inancial insti tut ion; or modif lcation. suspension. or withdrawal of
l icenses of l lnancial insti tut ions:

(10) to approve al l  reports and recommendations t l iat the Commission is
to make to the Minister of Finance or to the Olbi i t  Era Kelulau;



( l  1) to decide on the Clommission's part icipation in international
organizations;

( l2) to promulgate stafTregulations on the internal organization and . lob
classif lcation in the Commission and rules on the rights. duties. and
obligations of the employees of the Commission:

( l3) to app,oint the Executive ( 'ommissiclner and set his or her
compcnsation and 1o engage auditors. attorncys. ci-rnsultants. and other
professional advisers:

(14) to take enfbrcement measurcs under subchapter VII. including
ordering any f inancial insti tut ion to take remedial acti t-rns. or irnposing
pcnalt ics as providcd in this chapter and any regulations promulgated
hereunder: and

(15)  to  dec ide on a l lo ther  mat ters  which are by law undcr  the. iur isd ic t ion
o[ ' the ( 'o lnmiss ior t .

(b) The [:xecutive Commissioncr shall  bc rcsponsible lbr thc implernentatiot.t  of thc
decisions of the ( ioverning Board ol ' the ( 'ommission.

(c) All  powers that are not specif ical ly delegatcd to the Executive Commissioncr
shall  be vested in the (ioverning Board. Within thc l irnitat ior.t  o1'his or her othcr
powers" the [ ixecutive Commissioncr sl ial l  have the authoritrv to take al l  actions
required or dccmed advisable by hirn or her t irr thc administrati t ' rn or r)perations ol '
the C'ornmission. including. without l imitation: entcring into contractual
commitments on behalf of the Commission: and appointing the employees ol ' the
Commiss iorr .

(d) Notwithstanding the generali t i ,  ol 'subsection (c). the [:xccutivc C]omrnissioner
shal  l :
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( l)  manage t l-re operations of thc Comntission.

(2) organize the functioning of thc Commission:

(3) enact rules lbr the functioning and development of the inforrnation
systern o l ' the ( 'ommiss ion:



(4) commission periodic audits o1'the administration and operations of
the Commission concerning cornpliance with the laws and regulations
that apply to the Commission:

(5) commission an audit of the accounts and records and budgetary and
accounting procedures and controls of the Commissior-r;

(6) recommend to the Cornmission thc appointment and removal f iom
oll lcc ol-
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Commission employees; and

(7) decide on other matters that arc under the.iurisdict ion of the
Executive Commissioner or when authorized by the Governing Board ol
the Commission.

Source

RPPI- 6-3 $ 2i l21. modif ied. Subsection (a)(2) amended by RPPL T-41 $ 21121.

$ 1020. Delegation of authority.

The Commission shall  by regulation establish which duties thc Executive Clommissioner ma)'
assign to the stafl.

Source

RPPL 6-3 $ 2u31.

$ 1021. Composit ion of the Governing Board.

(a)' l-he Governing Boardol ' the Commission shall  be composed of six (6) membcrs.
f ive (5) of whom shall  be voting members.

(b) One Commission member shall  be the president of thc National Development
Bank clf Palau. ex ofl lcio; he or she shall  bc a non-voting member. Five (5)
additional members of the Governing Board of the f'ommissit'rn shall be appointed
by the President of the Republic o1'Palau. All  appointments made by the President of
the Republic shall  be subject to the advice and consent of the Senate. All  nominees
fbr the Commission must hold a B.A./U.S. degree and have at least two (2) years of
business managemenl experience and havc recognized civic leadership quali t ies. The
President of the Republic of Palau shall not appoint a person that is related within the



second degree of consanguinity to the President. These membcrs may not be an
executive of1icer or principal shareholder irr a financial institution and may not be
related within the second degree of consanguinity to a person who is an executive
off icer or principal shareholder in a f inancial insti tut ion. The (ioverning Board shall
elect a Chairman and a Vice Chairman l iom amonsst i ts me mbers.
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(c) A member of t l re ( 'c lmmission may not be an ol l lcer.  employee. agent.  or paid

consultant of  a trade associat ion rc-prcscnt ing the interests o1'banking or sccuri t ies
brokerage industr ies. A mcmber o1' thc Commission may not be related within thc

sccond degrce of consanguini ty to a pcrson who is an cl l f lcer.  cmploycc. agent.  or
paid consultant ol 'a trade associat ion represent ing the interests o1-thc banking or

securi t ies brokerage industr ies.

(d) A rnaiorityol-the appointed members ol-the Commission must bc cit izcns ol ' thc
Republic of Palau. to whom no ground lbr removal under \ 1024 applies.

(e) All  Commission members must bc persons ol-recognized integrity. and no
mcmber shall  be appointed who has: been conr' ' icted ol 'a fblony or crimc of 'moral
turpitude: been a mcmber of a board of a l lnancial insti tut ion that has prcviously
been deemed capital insolvent: or have questionable intcgrity.

( l) The term of threc (3) appointed mcmbcrs o1'thc C'ommission shall  be three (3)
years and the term of the remaining two (2) appxrinted members shall  be two (2)
years. Commission rnembers sl ial l  bc cl igiblc f irr rcappointtncnt. unless a ground f irr
removal under N 1024 would appl) '  to thern.

(g) Whenever there is a vacancy on the Govcrning Board o1-the Clommissicrn. the
President ol ' the Republic ol-Palau shall  appoint a new bclard member. in accordancc
with this section.

Source

R P P L 6 - 3 $ 2 t l 4 l . m o d i f i e d . A r n e n d e d i n i t s e n t i r e t y b y R P I ' I , 7 - 4 1  s \ 2 [ 1 4 l . m o d i f l c d .

S 1022. Compensationof Execut i l 'e Commissioner and members of the Commission.
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' I 'he 
Executive Commissioner shall  receive compensation as may be established by the

Commission. Other members of the Commission shall  receive compensation of thirty f ive dollars
($35) per day on which Commission business is transacted.

Source

RPPL 6-3 $ 2[ 5]. modif ied.

$ 1023. Inel igibi l i ty to serve on the Commission.

No person shall  serve on the Commission while he or she is a member of the Olbi i l  l rra Kelulau.
or the Council  of Chieft,  or while serving as a cabinet member or as any othcr National or State
Government oflicial.

Source

RPPL 6-3 $ 2[16] ,  modi f ied.  RPPL T-41 S 2[6]  amended sect ion 1023 only  by capi ta l iz ing the
flrst letters ol"'national" and "state government".

$ 1024. Disquali f ication and removal of Commission members.

(a) A Ciomrnission member may bc removed fiom ollice fbr cause only as sct fbrth in
this section upon a t inding and recomrnendation by the President that the
Commission member:

( l )became ine l ig ib le  t ( )  sc rvc  on  thc  ( 'ommiss ion  pursuant  lo  sec t i t tn
I  023:

(2) has been convicted of a tblony or a crime o1'moral turpitude:

(3) has become insolvent or has been declared bankrupt;

(4) has. cln grounds of personal misconduct. bccn disquali l ied or
suspended by a competent authority l iom practicing a prolbssion.

(5) has engaged in serious violations ol ' law or serious misconduct in the
exercise of his or her of f ice: or

(6) has becn absent lrom three or more successive meetings o1'the
Commission without good and reasonable cause:

(7) has sufl'ered a finaljudgment ltrr non-payment of a debt and has
either not paid the judgment in lull or is in arrears in payment under a
court clrder:
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(8) has been an administrator of an entity that has becn l iquidated
because o1- insolvency: or

(9) has been issued a flnal order flndirrg thc ('ommissic'rn member has
violated one or more provisions ol ' thc Code of trthics Act. RPI'I .  No. 5-

Source

RPPI-  6-3 N 2 l  l7 l .  modi f ied.

$ 1025. Resignation of members of the Commission.

l 'hc Clommission members rnay resign l iom ofl lce upon written notice to the Presidcnt.

S<lurcc

RPPL 6-3 $ 2 l  l t l l "  rnodi f rcd.

S 1026. Vacancy on the Commission.

Any vacancy on the Governing Board shall  be lr l lcd by the appointment ol 'a new mcmber of the
(ioverning Board in accordance with section l02l to scrve the rcmaining period ol ' t l -re term ol '
the Ciovcrnins Board mcmber renlaced.

Sou rce

RI ' l ' [ ,  6-3 ts  21191.  rnodi f icd '

$ 1027. Meetings of the Commission.

(a)' fhe Commissir-rn shall  meet as oticn as thc business ol ' the Commission may
require but not less frequently than ttnce each calendar month.

(b) Special mectings clf thc Commission may be called by the lrxecutive
Commissioner. Meetings of the Cclmntissir-rn may also be called at the written request
of at least three (3) members ol ' the Commission.

(c) ' l 'he Commission shall  establish rules tor the conduct ol ' i ts meetings. voting.
minutes. and other procedural matters.

[Header  A:  FINANCIAL INSTITUTIONS COMMTSSION 26 PNCA S 1029

1



(d) Meetings shall  be open to the public unless matters concerning business
confidential inforrnation of financial institutions is being discussed. Meetings may be
open to the public in part and closcd in part.

(e) Three (3) voting members of the Commission shall  constitute a quorum fbr the
transaction of business.

(f) ' Ihe 
Attorney General or his or her designee shall  act as legal advisor to thc

Commiss ion.

Source

RPPL 6-3 $ 2[201. rnodif lcd.

S 1028. Preventing exploitat ion of confl icts of interest.

(a) Commission members and stafl 'ol ' thc Commission shall  be subject to the C'ode of
Irthics Act. RPPI. No. 5-32.

(b) The Cornmissir.rn shall  within thirty days al ier i ts init ial organizational mccting
promulgate rcgulations governing rccusalof i ts members in case of conll icts of
interest.

Sourcc

RPPt -  6 -3  $  2 [21 ] .  mod i l ied .

$ 1029. Staff of the Commission.

(a) The Executive Commissioner may hire. or obtain through contract. such services
as may be necessary to cary out the lunctions ol ' the Irxecutive Clommissioner.

(b) l 'he Clommission shall  adopt Commission staff regulations covering the
condit ions o1'employment at the Comniission.

Source

RPP[. 6-3 \\  2[22]. modif- ied.

$ 1030. Employment; f iduciary duty.
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(a) While holding off ice. the Bxecutir,e Commissioner shalldevote the whole of his
or her professional services to the Commission and shall  not occupy any other public
off ice or employment.

(b) No member of the staff of the Commission shall  simultaneously have other
employment. whether gainful or not. without the prior written approval of the
Commiss ion.

(c) Commission members and stal l 'ol ' the Commission have a l iduciary duty to the
Commission and to the insti tut ions it  regulates to place the Cornmission's interests
and those insti tut ions' interests belbrc their own pecuniary interest.

Source

RPP[-  6-3 S 2123] .  modi l ied.

S 1031. Secrecy.

(a) No person who serves or has served as a mcrnber ol-the Commission or staff or as
an auditor or agent of the Cbmmission nor any other person shall .  in a manner
unauthorized by law: ( l) permit acccss to. disclosc or publicize nonpublic
confldential intbnnation which was obtained in the perfbrmance o1'his or her duties
fbr the Commission: or (2) use such inlbrrnation. or al low such inl i l rmation to be
used. lbr personal gain.

(b) Upon thc Commission's receipt o1'conlldential inf irrmation l iom financial
insti tut ions pursuant to this chapter. thc Curnrnission and al l  relatcd employces and

agencies shall  be prohibitcd from disclosing or rnaking known the existence o1'the

infbrmation under review and undcr no circurnstances may any person rcquired tt'r
transmit conlldential infbrmation or any other pcrson having knowledge thcreof
communicatc such confldential inlbrmation to any natural or lcgal person other than
a person serving as a member of thc ( 'ommission or stal l .  or as an auditor or agent of

thc Commission. ()r as a technical advisor to the Commission. ttr in accordance wit l i
internat ional agreements and obl igat iorrs o l' the Re publ ic o1' Palau.

(c) Notwithstanding subsections (a) and (b)" such persons may disclose conlidential
rnaterial infbrmation outside the Clommission. in accordance with procedures

established bv the Commission. but onh' i t ' :

( l)  in accordance with the prior express written consent of the person or
f lnancial insti tut ion to whom thc intorrnation relates. or
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(2) as required by law or on the order of a court of competent iudicial
authority.

(d) Members of the Financial Insti tut ions Commission and stafl 'of the Commission
shall  execute an oath of secrecy in accordance with this scction. Upon a f inding by a
court of competent jurisdict ion that this oath has been violated. the violator shall  bc
dismissed from ofllce. The violator shall be subject to a llne not exceeding tifty
thousand dollars ($50.000) or imprisonment fbr a period not exceeding ten ( l0)
years. or both. upon a finding by a court ol-competent jurisdiction that a person has
violated the oath.

Source

RPPt- 6-3 $ 2[241. modif ied. Subsections (b) and (d) amended by RPPl,7-41 $ 21241. modil led.

$ 1032. Prohibited activit ies.

(a) Except as otherwise specil ical ly authorized by this chaptcr. the Clommission shall
not:

( l)  grant any credit or make any gi l i :

(2) engage in commercc. purchase the shares ol 'any business entity.
including thc shares of any f lnancial insti tut ion. or otherwise have an
ownership interest in any lrnancial" commercial. agricultural. industrial.
or other undertaking; or

(3) acquire by purchase. lease. or otherw'ise any real r ights in or tt l
immovable property. except as i t  shall  consider ncccssary or expedicnt
1br the provision of premises tbr the conduct of i ts administration and
operations incidental to the pcrlbrmancc of i ts luncti t tns under the
provisions of this chapter.

Source

RPPL 6-3 S 2[25] .  modi f ied.

$ 1033. Collection of statist ical information.
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(a) The Commission shall  col lect statist ics and related infbrmation required to fulfr l l
i ts duties and responsibi l i t ies under this chapter and regulations promulgated
hereunder. 

'fo 
that end. it shall cooperatc with the competent authorities from outside

the Republic of Palau and with internationalorganizations as required by Palau law.

(b) The Commissir-rn shall  del lne by regulation the statist ics and information scr
required. the fbrm in which such inlbrmation is to bc provided to thc ( 'ommission.

and the persons that are to provide such inlormation to the Commission.

Source

RPP[.6-3 S 2[261.  modi t led. ' l 'he words "o l 'Palau"  wcre added to subsect ion (a)  b l 'RPPL 7-41 s\
21261. modified.

S 1034. Regulations, report ing.

l ixcept as otherwisc provided hercin. al l  proposed rules and rcgulations under this chapter shall
be promulgated pursuant to the Administrative l)rocedurc Act. 6 l 'N('A Chapter l .

Source

RPPL 6-3 S 2[27]. modil icd. Arncndcd by RPPI- 7-41 $ 21271. modif lcd.

$ 1035. Standards of good administration.

(a) l 'he C'omrnission shall  use the powcrs given it  under this chapter cquitably and
unifbrmly and in accordance with sound administrative practices. It  shall  refrain l ioni
using any such power to serve an ob.jectivc lbr which thc powe r was nol given or in
excess of what shall  be required to achieve thc ob.jcctive lbr which the power was
given.

(b) Thc decisions of the Commissicln takcn pursuant to t l .r is chapter shall  bc irnpart ial
and shall  be motivated only by ob.icctive and rational considerations. t l iey shall  bc
executed with lairness and restraint.

(c) The Comnrissit-rn may not grant waivers o1'exception l iom compliancc with this
chapter or regulations issued thereunder. except as provided in N 1074(c).

(d) The Commission shall  supervise and regulate" as provided in this chapter. al l
f inancial insti tut ions and shall  enforce the provisions of this chapter through the
Executive Commissioner or through stafl .  employees or agents o1-the Commission.
' fhe 

Executive Commissiclner. each member ol ' the Governing Board of the
Commission. and each staff member. emplol 'ee or agent of the Commission shall  not
be personally l iable for damages occasioned by ol l icial acts or omissions except



when such acts or omissions are arbitrary" capricious. and done with malice. 
'l 'he

Attorney General. or his or her designee. shall  defbnd any'action brought against the
Executive Commissioner. any member of the Governing Board of the Clommission.
or any staff member, employee or agent of the Commission by reason of his or her
offlcial act or omission. whether or not at the time of the institution of the action the
defendant has tcrminated his or her service with thc Commission.
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Source

RPPL 6-3 N 2[281. rnodil led. Subsection (c) arnended and subsection (d) added by I{PPL T-41 $
2[2t l l ,  modi f led.

Subchapter  I I I

Licensing

S 1041.  I - icensing author i ty  o f  the Commiss ion.

$ 1042. Licensing o1'exist ing l lnancial instructions.

r  1043.  Min imum capi ta l .

s\ 1044. I- icense application.

r \  1045.  I . iccnsc dcc is ion.

$ 1046. Scope o1' l icense: fees.

"s 
1047. Register of f lnancial insti tut ions.

s\ 1048. Modil lcation. suspensir)n. or revocatiott ol 'a l icense.

N 1049. Publication and eflbct of l icense rcvocation.

$ 1041. Licensing authority of the Commission.

' fhe 
Commission shall  have sole responsibi l i ty lbr the issuance of l icenses to f lnancial

insti tut ions.

Source

RPPL 6-3 $ 2[29]. rnodif ied.



$ 1042. Licensing of exist ing f inancial insti tut ions.
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(a) All  banks exist ing and opcrating in t l ie Republic of Palau as of the el lbctivc date
of this chapter shall  bc and arc l iccnsed to cngagc in al l  of the t lnancialactivit ics
l is ted in

$ 1073. Exist ing and opcrating sccurit ics brokers and securit ics dcalcrs arc l icensed
to cngagc in  the f inancia l  act iv i t ies l is ted in  \  1073 (a)(15) .  (16) .  and (17)only .

(b) ( l) ' fhe insti tut ions relbrrcd to in subsection (a) shall  present and
deliver 1o the Commission the fbl lowing documcnts within one hundrcd
eighty ( 180) days of the eflbctive datc o1'this chaptcr:

(A) a copy of the f inancial insti tut ion's corporatc charter or the
equiva lcnt ;

(13) an original cert i t lcate of good standing f iorn the Rcgistrar of '
Corporations;

(C) i f  applicablc undcr law in cl l 'cct priorto the cl l 'ective date of ' this
chapter. a copy of a Forcign Inl 'cstr lent Approval Cert i f icate;

( l)) copies ol-thc insti tut ion"s currenl national and state business l icenscs:

(E) cert i f ication of good standing l iorn thc corporate registrar or
equivalent agency o1'the.lurisdict ion in w'hich the lbreign corporation is
domic i le  d:

(Ir) aflldavit of a duly authorized olllcer of the financial
insti tut ion, under penalty o1'perjury. that the l icense o1'the
flnancial insti tut ion is val id and not under suspension or
car.rcel lat ion by the.iurisdict ion in which the fbreign
corporation is domici led: and

(G) a l icense fbe of l lve thousand dollars (55.000).



(2) Failure to submit the documents l isted in subsection (b)(l) wil l  result
in the automatic suspension without notice of the f lnancial insti tut ion's
l icense to operate in any capacity covered by this chapter unti l  al l
documents have been subrnitted to the Commission. l f  within one
hundred eighty ( 180) days of thc effective date of this chapter an exist ing
frnancial insti tut ion has not submitted the documents l isted in subsection
(bX I ). the institution will be regarded as unlicensed and rnust apply fbr a
l icense pursuant to this chapter.

IFooter  A:  Supp.  7 26 -  51]

(c) Exist ing Irnancial insti tut ions in the Republic o1-Palau l icensed under this scction
which have loans on their books as ol ' the eflbcl ive datc ol ' this chapter which do not
conlbrm to the requirements of t l i is chapter are exempt l iom the requircments ol ' t l i is
chapter as to such loans lbrthc balance o1'thc original term of such loans.
Notw'i thstanding thc lbregoing. no cxtcrrsion of loan tcrm shall  bc madc or ncw crcdit
cxtended in relation to such non-conlirrminq krans.
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(d) Exist ing l lnancial insti tut ions in the Republic ol 'Palar.r l icensed under this scction
shall  annually pay a non-resident worker's lcc of-f ive hundrcd dollars ($500) to the
Republic o1'Palau lbr each non-resident wurker employed.

Source

RPPL 6-3 \  2 [30] .  modi f led.  RPPL T-41 \  2 [30]  arnends subsect ion (a) ;  repeals  sect ions (c)  &
(e): amends & re- lettered sections (d)& (1) to (c)& (d) to tol low code t irrmat. modil led.

Notes

-l 'he 
phrase "retbrred to in" in subsection (bXl) rcads "refbrred in to" in RPPL 6-3 $ 21301. l 'he

term "efl 'ective date of this chaptcr" in subscction (a) has become February 13.2008. thc datc
that RPP[. 7-41 was approved by President Remengesau.' l 'he lbrmer version ol 'subsection (a) in
RPPI- 6-3 S 2[30] read: "All  banks exist ing and operating in Palau as of the eflbctive date ol ' this

Act  shal l  be and are l icensed to engage in  a l lo l ' the f lnancia l  act iv i t ies l is ted in  sect ion 51.
Exist ing and operating securit ies brokers and securit ies dealers are l icensed to r 'ngage in

l lnancia l  act iv i t ies l is ted in  sect ion 5 l (a( (15) .  (16.  (17)  on ly . "  Sect ion 51 has become sectkrn 52
in RI ' } l ' } l .7-41.

$ 1013. Minimum capital.



(a) Financial insti tut ions not exist ing or doing business in the Republic of Palau or
l icensed to do business in the Republic of Palau as of the eflbctive date of this
chapter shall  apply lor a new l icense under this chapter.

(b) The minimum capital required fbr f lnancial insti tut ions to quali fy lbr a l icense
after the ellbctive date of this chapter is as fbllows:

(l) For one hundred perccnt (100%) I)alauan owned banks. thc amount o1'
minimum capital shall  not be less than l lve hundred thousand dollars
($500.000) :  a l l  o ther  banks s l ia l l  havc min imum capi ta l  o1 'not  less than
one mi l l ion dol lars  ($ I  .000"000) .

(2) tror fbreign bank subsidiaries in t l ic Republic o1'Palau. the amount
may not be less than two mil l ion dollars ($2.000.000).

l l"ooter I):  Supp. 7 26 - 521

(3) For a lbrcign bank branch or subsidiary in thc I lepublic ol 'Palau. the arnount of minimurn
capital of the parent bank and al l  subsidiarics may not be less than sevcnty-l ive rrr i l l ion dollars

($75.000,000). except lbr those fbreign bank branches or subsidiarics that arc alrcady l iccnscd in
Palau at the etlbctivc date of this chapter. providcd that such insti tut ion remains in good standing
with the United States Federal Deposit Insurancc C'orporation (trDI( ') or. where such insti tut ion

is not governed by the rules o1-the Ir l) lC'. such insti lut ion remains in goocl standing with i ts
primary home country supervisor and rnaintains dcpositor insurance in accordancc with i ts homc

country governmcnt sponsored insurance program.
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(4) For securit ies brokers and sccurit ics dcalers. thc minirnum capital
nlay not be less than one hundred thousand dollars ($100.000).

(5) Provided. the C'ornmission ma)'.  by rcgulation. increasc the minirnum
capital amounts prescribecl abovc lor the l icensing o1'a f lnancial
institr-rtion to such ler,'cl as may be neccssary to promote and assurc 1he
safbty and soundness ol-the lrnancial insti tut ion and the protection ol '
depositors' and creditors' interests.

Sourcc

RPPL 6-3 5s 21311.  modi f ied.  Amended b1 'RPI ' } l -  7-41 S 2[3]  l .  modi l led.  Subsect ion (b)(2)  is
amended by RI'PL 8- 28 $ 3.

$ 1044. License application.



(a) For f inancial insti tut ions that cannot be l icensed under section 1042, l icenses shall
be applied fbr in writ ing to the Commission and shall  be accompanied by the
following basic infbrmation with supporting documentation:

( l  ) the quali f ications and experience of the proposed adrninistrators at the
l)alau branch or ofllce. including business or profbssional history fbr the
past ten ( I 0) years:

(2) the amount o1'the proposed capital of the f inancial insti lut ion and thc
amount that may have previously been paid in or subscribed to: provided.
that no capital may be contribr"rtcd in kind:

(3) a business plan sett ing out. inter al ia. the organizational structure. the
types ol ' f inancial activit ies envisaged. and projected f inancial statements
fbr three (3) years:

(4) the name. residence. busincss or profbssional history lbr the past ten
(10) years and f lnancial statements lbr the past three (3) years o1'each
person who proposes to be a principal shareholder. and the amount and
percentage of shares held: lbr the purposcs of this subsection. the
proposed ownership interest o1'afhl iated persons shall  be aggregated to
determine the amount of the proposed owncrship interest; fbr
shareholders who arc natural persons with rnorc than a significant intcrest
in the applicant and fbr the applicant's chiel 'operating off icer. thc
fblbwing documents shall  be submittcd:
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(A) a copy o1'the sharel iolder's passport.

(B) police clearance from the sharcholder's placc of habitual
physical residence. and

(C) a copy of the sharcholder's curriculum vitae and personal
f lnancial statements: shareholders who are corporations with
more than a signif icant intcrest in the applicant shall  submit
cert i f led copies of each such shareholder's most recent bank
statement fbr all bank acct-runts and the balance shect and
profit and loss statement fbr the flscal year most recently
ended.

(b) The Commission may request an applicant to submit reasonably necessary
addit ional or supplemental infbrmation fbr i ts l icense application i f .  in the opinion of
the Commission. the basic infbrmation submitted is incomplete or insull lcient.



(c) The l icense concerning a branch ol l lce clr subsidiary of a f lnancial insti tut ion
organized under the law of another. jurisdict ion (hereinafter refbrred to as a "fbreign
flnancial institution" or. fbr banks. "lbreign bank") shall be applied lbr by the fbrcign
llnancial insti tut ion. The application lbr such l icense shall  be accompanied by such
infbrmation. in addit ion to the infbrmation required by subsection (a). as the
Commissic.rn shall  prescribe by regulation.

(d) No Palau l lnancial insti tut ion shall  establish or l icense a subsidiary. branch ofl lce.
orother laci l i ty outside the Republic ol 'Palau without thc prior writ ten consent and
approvaI  o l '  thc ( 'omrniss ion.

Source

RPPL 6-3 $ 2[321.  modi l led.  Subsect ion (d)  addcd by RPPI-  7-41 $ 21321.

S 1045. Liccnse decision.
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(a) Within two (2) months from the date ol ' i ts rcceipt ot 'an application lbr a l icense
that has becn completed to the satislaction of t lrc C'ommission. or i ts reccipt of
correspondence regarding the status o1'or a question about the application fbr a
l icense. the Comrnission shall  approve or dcny the application and notify thc
applicant of i ts decision. or respond 1o thc correspondence or question. i t  writ ing:
dccisions dcnying a l icense application shall  include an explanation ol ' thc grounds
on which thc l icense was denied and shall  not be sub.iect to appeal under the
Administrative Procedure Act. 6 I 'NC'A ( 'hapter l .  or t l i is chapter.

(1) ' l 'he grounds lbr  denia l  o l 'an appl icat ion may inc lude that  the
inlbrmation submitted by the applicant is. in thc opinion ol ' the
('ommission. insufl lcient to determinc whether thc applicant r leets the
criteria fbr approval of an application. with specil ic rcfbrence to thc
infbrmation deemcd to bc insull lcient.

(2)  The Commiss ion shal l  grant  a  l iccnse only  i f  i t  is  sat is f  ied that :

(A) the business plan is based on reasonable assumptions and
demonstrates that the f lnancial insti tut ion wil l  become profi table within a
reasonable period of t ime:

(B) the f inancial insti tut ion wil l  comply with al l  provisions of this
chapter: and



(C) the quali l ications. experience. and integrity of i ts administraturs and
significant shareholders and the capitalization are appropriate lbr its
busincss plan and fbr the f inancial activit ies that the f inancial insti tut ion
wil l  be l icensed to engage in.

(b) In approving an application l i l r  a l icense. the Commission may irnpose condit ions
to be satisf ied by the l icensee prior to the commcncement of business. including:

( l)  the payment by share holders o1-init ial capital funds:

(2) a condit ion that the l ice nsee carry on business at a dcsignated placc or
places unless the prior w'r i t ten apprclval of the Clommission is obtaincd:

(3) the types of serviccs or products to bc provided:

(4) registration with the 
' l 'ax 

Oll lce: or

(5) any other reasc'rnable condit ion that the ( ' t lmmission deems neccssary
and appropriate to thc l icensee.

(c)  The Commiss ion shal l revokc the l icensc o1 'a f inancia l  inst i tu t ion i l ' thc l icensee
fbi ls to commence operations within a period o1'six months lbl lowing t l ic grant o1'a
l icense.
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(d) Belbre revoking the l icense of any l ' inancial insti tut ion undcr subscction (c). the
Clommission shallgive the f inancial insti tut ion written noticc ol- i ts intention to do so.
and shall  af lbrd thc f lnancial insti tut ion a rcasonable opportunity to show cause at a
meeting of the Commission with a quorum present whv such l icensc should not bc
revoked: providcd that in no cvcnt shall  a l icense bc rcvoked earl ier than twetrty-
eight days after the notice of intention is sen'cd on the l lnancial insti tut ion. 

' [ 'he

Commission shall  consider any represe ntations rnade by the frnancial insti tut ion and
shall  issue its decision in writ ing. w,ith specil ic grounds ftrr i ts dccision. Any decision
of the C'ommission shall  be based on good cause shown and shall  not be sub.ject to
appeal under the Administrative Proccdure Act. 6 PNCA Chapter l .  or this chapter.

(e) Licenses concernins a subsidiarv or branch ol l ice of a foreicn bank shall  be
granted only if-:

(1) the lbreign bank is authorized to engage in the business of receiving
money deposits or other repayable funds in the jurisdict ion or lbreign
country where its head olllce is located:



(2) the competent authorities that supervise the financial activities at the
head ofllce of the fbreign bank concerncd have given their written
consent to the granting of such l icense; and

(3) the Cornmission determines that the lbrcign bank is adequately
supervised on a consolidated basis by i ts supervisory authorit ies.

(f) Branches of foreign banks shall  maintain minimum capital in thc amount o1't\ \ 'o
mil l ion dollars (52.000.000) in the Republic of Palau or provide the Commission
with written proof that the tbreign bank's dcposits are insured irr accordar.rce with a
government sponsored depository insurancc program.

Source

RPPI-  6-3 $ 21331.  modi f led.  Subsect ions (a) .  (b) .  (c) ,  (d) .  and ( l )  amcndcd by RPPL T-41 $
2[33] .  modi l led.  Subscct ion ( f )  is  arnended by RP[) [ .8-28 ts  2.

$ 1046. Scope of l icense; fees.

l l {eadcr  I l :  26 PNCA $ 1045 FINANCIAL INSTITUTIONS

(a) A l icense shall  be granted lbr an indeflnite pcriodof' t ime and shall  not be
translbrable.

(b) ' l 'he 
Commissic'rn may chargc lbes on account ol: t l ic init ial processing o1'a

l icense application in the amount ot ' two thousand l lvc hundred dollars (S2.500): and
the issuance of any prel iminary appror, 'al l i rr a l icensc. Such fbes shall  not be
relunded in casc a l icense application is dcnied. a l lnancial insti tut ion does not
commencc business or ceases trpe roti trrs. or thc l icense is rcvokcd pursuant to \
r 048.

(c)  l ' inancia l  inst i tu t ions l icensed urrdcr  
"N 

1042.  1043.  1044.  1045.  and 1046 shal l
ar-rnually pay to the Republic ol 'Palau a non-residcnt worker's fcc of f lve hundred
dollars (5500) lbr each non-resident worker cmployed.

Sourcc

RPPL 6-3 $ 2[34]. rnodif led. Subsection (b) arnended by RI'}PI.7-41 \ 21341. modif led.

S 1047. Register of f inancial insti tut ions.

(a) A central register shall  be kept by t l .re Commission lbr examination by the public
that shall record firr each licensed financial institution the name. the head ofllce and
branch oflce addresses. and current copies o1-the insti tut ion"s charter and by-laws.



(b) Documents concerning lbrmer f lnancial insti tut ions whose l icenses have been
revoked may be removed from the register after one (l) year. A l ist of t lnancial
institutions whose licenses have been revoked shall be rnaintained in the resister
indefinitely.

Source

RPPL 6-3 $ 2[35] .  rnodi l led.
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S 1048. Modif ication, suspcnsion, or revocation of a l icense.
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(a) 
' l 'he ( lomrnission may. after notice and a hearing. rnodily. suspend. or revoke a

l iccnse on onc or rnore ol ' the l ir l lowins grounds:
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(l) the I icense has been obtained on the basis ol ' l 'alsc infbrrnation
subrnitted by or concerning thc applicant. inclucl ing regarding the
quali f ications. expericnce or integrity ol ' i ts proposed administrators and
signif icant shareho ldcrs' lrnanc ial condit i t ' rr-r.  or clther material
irregularit ies that occurred in connection vvith the l iccnse application:

(2) the l lnancial insti tut ion has excccded the tcrms ol- i ts l icense or fai led
to comply with any condit ion irnposed on its l ice nse:

(3) another f inancial insti tut ion that holds a signil icant i trterest in the
flnancial insti tut ion has had its l icense revoked:

(4) a merger. amalgamation. or sale o1'substantial ly al l  thc assets of thc
financial institution has occurred without prior approval of the
Commiss ion:



(5) the owner or owners of the flnancial institution have decided tcr
dissolve or to l iquidate the f lnancial insti tut ion. or the f inancial insti tut ion
has ceased to exist as a legally or operationally independent entity; clr

(6) the l lnancial insti tut ion has knowingly submitted to the Commission
false material infbrmation concerning its f lnancial condit ion and upon
notice ol-the error or omission thi ls to corrccl sarne within a reasonable
time after discovery.

(b) Befbre any action is taken under subsection (a), the C'ommission shall  give a
flnancial insti tut ion written notice of i ts intentions to do so. and shall  al lbrd thc
flnancial insti tut ion a reasonable opportunity to show cause at a mceting of ' the
Commission with a quorum present why such action should not be takcn. 

' l 'he

Clommission shall  consider any representations rnadc by the f inancial insti tut ion and
shall  issue its decision in writ ing. with specif ic grounds lbr i ts decision. Any decision
of the ( 'ommission shall  be based on gc'rod cause shown. A dccision by the
C'ommission shall  be f inal and not sub.iect to appeal undcr the Adrl inistrative
Procedurc Act. 6 PNCIA Chapter 1. However. thc f inancial insti tut ion may. within
lbrty-f ivc (45) days after the date o1'the action taken by the Clommission uuder
subscction (a). make a written requcst lo the Commission lbr a rehearing on the
matter. Such rehearing shall  commence within l irrty-l ive (45) working days of the
request. provided that a quorum of the Cornmission is in Palau during that

[Footcr l ] :  Supp. 6 26 - 581

time period. oras soon as practicablc al icr a quorum is present in I)alau. l1'the Cornmission
refuses to changc its decision during the rehearing. thc l inancial insti tut ion may therr appeal thc
decision within fbrty-f ive (45) days to the'[ 'r ial I) ivision of the Palau Suprcmc C'ourt. Within

sixty (60) days afier the appeal has been l l lcd. thc f 'alau Supremc ( 'ourt shall  hold a hcaring 1o
determine i l ' there is any reasonable sround to uphold the decision ol ' thc ( 'ommission. II ' the
decision o1'thc Commission is dcterrnined to bc reasonable. the decision shall  be f lnal and ncr

lurther appeals shall  be al lowed. Neither party shall  bc permitted to er.rgage in pretr ial discovcry
regarding this matter and the action shall  not ad.iudicate any issues other than the decision of the
Commission. Pending the f inal adiudication o1'any'appeal. thc dccision of the Commission shall

rcmain in cl l-ect.
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(c) When a l lnancial insti tut ion requests
Commission shalldecide on the rectuest

that the Commission revoke its l icense.
r.r ' i thin f i f ieen (15) days after i ts receipt.

the

(d) The license issued to a fbreign bank crrncerning one or morc branch ofllces rnust

be revoked by the Commission if the lbreign bank does not have the authority. or has



lost the authority. to engage in the business of receiving money deposits orother
repayable funds in the foreign country where its head ofllce is located.

Source

RPPL 6-3 $ 2[361.  modi f ied.  Subsect ions (aX2) .  (a) (6) .  and (b)  amended by RPPI.  7-41 $ 2[361.
modif ied.

$ 1049. Publication and effect of l icense revocation.

(a) I 'he f inal decision to revoke a l icense shall  irnmediately be published in one or
more newspapers of general circulation in the Rcpublic of Palar-r and such other
publications as nlay be deenied appropriatc by the C'ornmission: the decision to
rcvoke a l icense shall  become eflbctive on thc datc o1-such publication or c'rn such
later datc as the dccisicln shall  specily.

(b) During the winding up of i ts al lairs. thc f inancial insti tut ion shall  otherwise
continue to be subject to the supervision ar-rd regulation of the ( 'ommissir-rn. as i l ' i t
were l icensed.

Source

RPPL 6-3 S 2[371. modif lcd. Subsection (a) amended by RPPL T-41 $ 2137].

Subchapter  lV

Organization and Administration

r\ l05l .  Organization and indcpcndencc.
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I

\  l 052 .Managemen t .bookso faccoun t .and iden t i t yo l ' bankso rgan ized in theRepub l i co f

Palau.

$ 1053. Restrict ions on ownership and holdings.

$ 1054.  Mergers.  e tc .

$ 1055. Charter and by-laws.

{ I  056. Administrative structure ol '  f inancial insti tut ions.



S 1057. Quality of administrators.

$ 1058. Disquali f ication and removal.

\  105q .  Commi t tecs .

{ I  060. Secrecy.

$ I 061 . Prevention of money laundering.

S 1062. Reporting of suspicious transactions and compliance with moncy laundering
and counter terrorism financing standards.

N I063. Disckrsure ol 'conll icts of interest: l iduciary obligations.

$ 1051. Organization and independence.

(a) Palau l inancial insti tut ions shall  be organizcd as corporations under l2 PNC'A
Chapter l .  with shares registered in thc nanie of the bcncflcial owner. ' l 'hc provisions
of'12 PNCA Chapter 1 shall  applyto l lnancial insti tut ions to the extent not
inconsistent w' i th this chapter: in part icular. thc minimum requircd capital must be
lu l ly  pa id in .  in  accordance wi th  scct ion 1043(b)  of  th is  chapter .

(b) Branches o1' l irreign banks shall  have a board o1'directurs and committees. as
prescribed in sections 1055-1059. as i l ' thc branch were a locally-organized
corporation. Notwithstanding the lbrcgoing. a branch of a l irreign f inancial insti tut ion
shall  be cxcmpt from this requiremcnt upor. l  submitt ing a writtcn cert i l lcation to the
Commission that such foreign f lnancial insti tut ion has a board ol 'dircctors and
committces perfbrming substantial ly sirni lar l i rnctions as thosc prcscribed in sections
I  055-  I  059.

(c) Each l lnancial insti tut ion shall  cnjoy legal. opcrational. f lnancial and
administrative autonomy from any othcr person. including the ( 'ornmission and any
agency or poli t ical subdivision o1'the govcrnment. unless the law. this chaptcr. rules
or regulations. or orders issued pursuant thcreto specil ical ly otherwise providc. 

- l-his

autonomy shall  be respectcd and no person shall  scek improperly to inl)ucnce any
administrator o1'a l lnancial insti tut ion in the discharge o1-his or her duties or to
interfbre in the activit ies of any f inancial insti tut ion. exccpt in the execution of a
specific authority or duty under the law. Notwithstanding the fbregoing. nothing in
this chapter shall  be construed to l imit or prevcnt the relevant supervisory and
regulatory bodies. including. but not l imited to. the Commission. the Attorney
General. the Registrar of Corpclrations. and the Bureau o1'Revenue. Customs and
Taxation. from exercising their respective supervisory. regulatory. or investigative
powers over the operations of f inancial insti tut ions.
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Source

RPP[, 6-3 $ 2[381. modif led. Subsections (a) and (c) amended by RPPL T-41 $ 2[38], modif led.

$ 1052. Management, books of account, and identity of banks organized in the Republic of
Palau.

(a) A bank organized in the Rcpublic of 'Palau must have a manager in the Republic
of Palau who has authority to engage the l lnancial responsibi l i ty ot ' the bank and. lbr
banks with assets of more than five hundrcd thousand dollars ($500.000). who r.r'orks
in the bank ful l  t ime in the Rcpublic o1'Palau.

(b) A Republic ol-Palau bank's books ot 'account. including a daily ledger. must be
kept in the Republic of Palau

(c) A Republic of Palau bank must trade only in the namc designated in i ts l iccnse.

Source

RPPt,6-3 ts  21391.  modi f ied.  Subsect ions (a)  and (b)  amended by RPPl .7-11 N 2[391.  modi l led.

.t i  1053. Restrict ions on ownership and holdings.

(a) To have legal el l-ect. thc translbr. stemming out ol 'a single transactior-r or a scrics
ol 'related transactions. o1'an equity interest in a l lnancial insti tut ion l icensed in the
Republic of Palau shall  require the prior writ ten authorization of the Comrnissir-rn i f .
as a resuh of such transf-er. any one pcrson or numbcr of related persons acting in
concert would. directly or indirectly. hold at least twenty percent (20%) intcrest or a
control l ing interest in such t inancial insti tut iorr. In the cvcnt that translbr is lbr an
interest o1' less than twenty percent (20%). or i f  i t  is lcss than a control l ing interest.
prior to thc translbr. the seller or translbror shall  noti ly the ( 'orlmission ol ' the
proposed sale or translbr and prol'ide such inlbrrnation about the sale or transf-er. and
the prospectivc purchaser or transfbrce . as rna)' be reasonably required by' the
Clommissicrn. Once notice of the proposed sale or transl 'cr has been provided to the
flommissir-rn. the Clommission shall .  within l irrty-l ive (45) days. either approvc the
salc or transfbr. deny the sale or transfbr. or request further inlirrmation regarding the
sale or translbr or proposed purchaser or translbree. If  the Commission takes nc'r
action within lbrty-five (45) days. the sale or transt-er shall bc dcemed approved. Any
transfbr of less than f ive percent (5%) in a l inancial insti tut ion whose shares are
publicly traded on a stock exchange acceptable to the Clornmission shall  be exempl
lrom this requirement of prior Commission noti l lcation. Decisions shall  be based
upon whether. in the determinatic.rn of thc Clornrnission. the qualifications.
experience. and integrity of the proposed shareholders are appropriate fbr their



signif icant ownership of the f inancial insti tut ion. Any authorization by the
commission to approve the translbr shall  not be unreasonablv withheld.
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(b) No Palau bank shall .  alone or in conccrt with one or more other persons. directly
or indirectly: ( l)  hold an equity interest in a person or undertaking that is engaged in
other than l inancial activit ies that cit l ier rcpresents a signil icant intcrest or excecds as
to i ts net current value the equivalent o1'twenty pcrcent (20%) of the bank's capital:
or (2) permit thc aggregate net current valuc of al l  such cquity intcrcsts to excecd the
equivalent ol ' f i f ty percent (50%).

(c) No such authorization under subscctiorr (b) shall  be required fbr:

( l) equity interests that havc bccn acquircd in l icu ol 'rcpayment of 'crecl i t
granted by the bank. in whichcase thc bank shall  entirely dispose ol 'such
equity interests within onc (l) ycar l iom thc date thcy are acquired or
within such longer t irne pcriod as thc c'omrnission may decide. not
excceding two (2) ycars: or

(2) cquity interests hcld as an agent.

RPPr .  6 -3  \  2 [401.

$ 1051. Mergers, etc.

Source

modi f icd.  Subsect ion (a)  anrcnded by I IPPL T- ,11 r \  21101.  Subsecr ion (b)
amended by RPI,[.  7- .14 r\ l .  rnodil led.

' l -o 
have legal el i 'ect.  thc acquisi t ion. merger.  arnalgarnat ic ln or sale ol 'substant ial l l ,a l l  thc assets

of a Palau l lnancial  insl i tut ion shal l  require thc pr ior nr i t tcn authorizat ion ol ' the ( 'ontrnission.
Deterrninat ions shal l  be based upon whelhcr thc proposed transact ion would rcsult  in thc
subs tan t ia l  lessen ing  o f  compet i t ion  and on  the  c r i te r ia  descr ibed in  sec t ion  104-5(aX2) .  as  i l ' the
dcterminat ion were lbr the issuancc ol 'an ini t ia l  l iccnsc. Such authorizat ion shal l  not be
unreasonably withheld by thc Commission.
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Source

RPPL 6-3 \  2 [41j .  modi f red.



S 1055. Charter and by-laws.

(a) Each Palau flnancial institution. exccpt branches of fbreign banks. shall have a
charter that shall specily its corporate name and address. its purposes. the amount of
its capital. the classes and number of its shares. and thc voting rights attaching to its
shares. No amendment of the charter or articles of incorporation of a bank shall take
eff-ect without the prior written consent of the Clommission.

(b) Each Palau llnancial institution shall be governed by internal by-laws. approved
by its board of directors. which in cornpliance with i ts charter and art icles of
incorporation shall  establish:

( I  ) the structure of i ts organization and administration. including its
operational and administrative units. their sub-units and functions.
supervisory posit ions. and reporl ing re lat ionships:

(2) the duties of each departmcntal director and the units under his or her
d i rect ion and superv is ion:

(3) the lunctions of i ts permane nt c()rnmittc-es:

(4) the l imits of the authority o1'the adrninistrators and othcr cmployccs
ol ' the l inancial insti tut ion to cngage in l inancial activit ies lbr the accounl
o1' the f lnancial insti tut ion.

(c) trach l inancial insti tut ion shall  maintain on f i le with the ( 'ommission a duly
cert i l led copy of i ts charter. i ts art iclcs of incorpuration. and its by-laws. and a
ccrt i lrcatc ol-good standing fbr the l lnancial insti tut ion l iom its. iurisdict ion ol '
incorporation.

Source

RPPI- 6-3 5s l [{21" modif ied.

S 1056. Administrative structure of f inancial insti tut ions.

(a) The board of directors of a Palau lrnancial insti lut ion shall  be responsible for
establishing the policies lbr the operations of the f lnancial insti tut ion and for
supervision of their implementation.

(b) Each Palau l jnancial insti tut ion shall  have an Audit Committee. Each Palau bank
shall  also have a Risk Management Committec or separate Credit and Asset and
Liabil i ty Management Committees.
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(c) The board of directors of a Palau bank shall  have an uneven number ot 'not less
than flve (5) nor more than nine (9) members. A rnajority of board members must not
work as administrators of the Palau bank. l]oard members of a Palau bank shall be
appointed by the general meeting of shareholders of the Palau bank fbr a period of
not more than fbur (4) years; they may be re-appointed fur subsequent periods.

(d) The board of directors of a bank and its members cannot delegate their
responsibi l i t ies to others.

Source

RPPI-  6-3 $ 2[a3]"  rnodi f icd.

S 1057. Quality of administrators.

All  persons clected or appointed as administraturs of 'a l lnancial insti tut i t-rn must be o1-good
repute and must meet the criteria established by regulation ol ' the Commission regarding
qualif ications. experience. and integrity.

Sourcc

RPPL 6-3 $ 2[441.  modi f ied.

| i  1058. Disquali f ication and rcmoval.

(a) A person shall  not be el igiblc to bccome a member ot ' the board o1'dircctors ol 'a
Palau l lnancial insti tut ion. or shall  b1'decision o1'the general or special mecting ol '
sharcholders ol ' the f inancial insti tut ion be rcl ieved ol-his or her membership on the
board of directors. or. i f  i t  lai ls to act within thirty (30) days o1-notice of ' thc
disquali l ication. by the Comrnission. in t l ie cvertt that:

( I  ) he or she has by law been deprived by a court or rcgulatory body ol '
competent. iurisdict ion of thc r ight tt t  sit  on thc governing body o1'a
corporation or other legal persont

(2) he or she serves. or hc or shc servcd at any t ime during the

immediately preceding twelve (12) month period. t ln the administrat ive

bod l  o l '  the  C 'ommiss ion :

(3) he or she has been convicted ol 'a lblony or a cr ime ol 'moral

turpitude:
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(4) the Commissic'rn determines that he or she has been a party to a
transaction that violates this chapter: or

(5) he or she has suf-tered a f inal judgment fcrr non-payment of a debt
which has not been paid in full or is in arrears of payment under a court
order or has been an administrator of an cntity that has been l iquidated
because of insolvency.

(b) Members of the board ol 'dircctors o1'a l)alau bank. cxccpt thosc who have f l led a
written ob.iection against the proposed credits. shall  be.fointly and several ly l iable fbr
losses sustained by a bank from credit extended in violation of section 1074(a)(2).
Such l iabi l i ty may not be paid directly or indirectly by the Palau bank which they
serve or by the prclceeds o1'any proibssional l iabi l i ty insurance or other indcrnnity
pol icy .

(c) A natural person who is a principal sharcholderol 'a Palau f inancial insti tut ion or
a principal shareholder of a person that is an afl i l iate ol-a Palau f lnancial insti tut ion
and who is described in subsections (aX l)-(5) shall  divest his or her interest in
voting shares of the Palau l inancial insti tut ion to bclow the level of a principal
shareholder or thc afl l l iate of a Palau f inancial insti tut ion shall  divest i ts intcrest in
voting sharcs ol ' the Palau f inancial insti tut ion to below the lcvel o1'a principal
shareholder. I f  he or she orthe afl j l iatc lai ls to do so within sixty (60) days of his or
her becoming disquali f led. his or her or the al l l l iate's sharcs in t l ie Palau f lnancial
insti tut ion shall  lose the right to votc and to rcceive a capital distr ibution. Alter such
period. i f  the divcsti ture is not accomplished. thc ( 'ommission may order t l iat al l  the
shares in the Palau f inancial insti tut ion hcld by thc principal shareholdcr or al i l l iatc
of the Palau f inancial insti tut ion be translerrcd to a reccivcr lbr sale at auction and
the net proceeds. less expenses o1'salc. wil l  bc remitted to the disquali t ied
shareho lder or afli I iate.

Source

RPPL 6-3 $ 2[451.  modi l led.  Subsect ion (b)  re tbrcncc to  1074 (a)(2)  was amended b1 'RPI ' } l .7-11
N  2 [ 4 5 I .

S 1059. Committees.

(a) Each Palau f inancial insti tut ion shall  establish an Audit Committee thal shall
consist of three (3) members appointed by the board o1'directors of the l)alau
llnancial insti tut ion fbr periods not to exceed two (2) years. A person shall  not be
eligible to serve on the Audit Clommittce i f  he or she is described in section
1058(a)( l  ) {5) .T 'he Audi t  Commit tee shal l :
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(l ) establish appropriate accounting proccdures and accounting controls.
supervise compliance with such procedures. and recommcnd to a gcneral
meeting of the board of directors the appointment of internal or cxternal
auditors:

(2) monitor compliance with this chapter and laws and rcgulations
applicable to the Palau f lnancial insti tut ion and re pon to the board o1'
directors thereon:

(3) make recommendations to the Palau l inancial insti tut i t-rn's board of
directors to engagc experts at thc expensc of tlre I'alau financial
insti tut ion to assist in the fulf l l lmcnt ol ' thc committee's responsibi l i t ies:
and

(4) deliver opinions on any mattcrs submitted to i t  by the board ol '
directors or that i t  wishes to address.

(b) The Audit ( 'ommittee shall  meet at least once per quarter. Decisions shall  be
taken by a ma.iority of the members prescnl and no abstentions shall be allowed
unless the member has a confl ict of intercst. Minutes of mectings shall  be recorded.

(c) hach Palau bank shall  establish a Risk Management ( 'ommittee that shall  consist
of three (3)mcmbers of the board ol-directors rvho shall  serve lbr a term not to
exceed two (2)years which term shall  be rencu'able. ' l 'hc Risk Manasemcnt
Commit tee shal l :

( l)  cstablish and monitor irnplcrnentation o1'policies and procedures lbr
the bank lbr credit appraisal. kran administration. and assct and l iabi l i ty '
management. including such matters as underwrit ing standards" apprt lval
of largc extensions ol 'credit and al l  equitf  investments. requirements fbr
ccl l lateral fbr credit.  classif. ication o1'and provisioning lbr value-impaired
assets. pursuit of borrowers and issucrs in delault.  and managing interest
ratc. market. and country risk:

(2) rnonitor compliancc with thc laws and rcgulations applicable to credit
and other risks and repotl to the board tll'directors thereon: and

(3) deliver opinions on any matters submitted to i t  by the board of
directors or that it wishes to address.

(d) The Risk Management Committee shall  meet at least once per month. Decisions
shall be taken by a majclrity of thc mcmbers present and no abstentions shall be
allowed unless a member has a confl ict of interest.
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(e) Palau banks may establish separate Credit and Asset and Liabil i ty Management
Committees to perlbrm the functions described in subsection (c).

Source

RPPL 6-3 $ 2[46]. rnodif led

$ 1060. Secrecy.

(a) Present and past administrators. employees. and agcnts o1'a f lnancial insti tut ion
shall keep secret. and not to use firr pcrsonal gain or gain by otl-rer than the flnancial
insti tut ion that they serve or have sen'ed. or permil to bc examined by others. any
non-public infbrrnation that thcy obtained in thc course of the ir scrvices to the
l lnanc ia l  inst i tu t ion.

(b) The infbrmation dcscribcd in subscction (a) rnay be disckrscd whcrc rcquired by
law to the Commission, including the auditors appointed by i t .  and when the
protection of the f inancial insti tut ion's own interest in legal proceedings requires
disc losure.

Source

RPPL 6-3 $ 21471" rnodi l ied.

$ 1061. Prevention of money laundering.

(a) No f inancial insti tut ion shall  conceal. conl 'crt.  or translbr cash or other property.
knowing that such property is derir,cd l iom criminal activity. lbr the purpose o1'
concealing or disguising the i l legal origin o1'the property or shall  knowingly assist
any person who is involved in such activity' to evade the legalconscquences of his or
her action.

(b) l'he knowledge described in subsectit'rn (a) may be infbrred from ob.iectivc fhctual
c  i rcumstances.

Source

RPPI-  6-3 $ 2[48] .  modi l lcd.

S 1062. Reporting of suspicious transactions and compliance with money laundering and
counter terrorism financing standards.
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(a) A frnancial institution shall not carry out a transaction that appears to have an
unlawful purpose or it suspects to be related to a serious criminal activity until it
submits a confidential written report regarding the transaction that provides
infbrmation as to the origin and destination o1'the money. the purpose of the
transaction. and the identity of the transacting part ies to the fr inancial Irrst i tut ions
Commiss ion (FI ( ' )  and thc F inancia l  In te l l igcnce Uni t  (FI tJ) .  The FILJ rnaygive
instructions not to execute thc transaction. Whcre a transaction is suspected to bc
related to a serious criminal activity and whcre a delay in carrying out the transaction
is impossible or is l ikely to f iustrate el l irrts to pursue the bcneficiaries of such
transacticlrr.  the l lnancial insti tut ion shall  inltrrrn the Ir l f l  and the Ir l tJ in writ ing
imrncdiately afierwards. ["or purposcs o1't l i is scction. "serious criminal activity"
includes any fblony or other crimes ol 'rnoral turpitudc and such other activit ies as t l-re
FI t . l  may determine by regulat ion. ' l 'he FI ( 'shal l  regular ly  cxamine a l l  f inancia l
insti tut ions Anti-Money Laundering and Countcr Financing of 

' l 'errorisrn (hcreinafter
"AMLCFT") procedures and rcport ing standards. Such examinations may. in the sole
discretion of the FIC. be conducted as an on-sitc orol l ' -  site examination. or both.
Any addit ional costs result ing f iom thc cxamination shall  be borne by the l lnancial
insti tut ion. In the event that a frnancial insti tut ion's AMLCF'l '  procedures and
report ing has bccn assessed either by a private entity acceptable to the lr l( '  .  or by a
governmental entity acceptablc to thc Ir lC'. thc Ir lC may accept such rcport in l ieu ol '
its report.

(b) With regard to any infbrmation provided to or requcstcd by the FILJ or the Ir lC tbr
thc purposes ol 'complying with the Mone y Laundering and I 'roceeds ol-Crirne Act
(MLP('A) or any money laundering or l lnancing ot ' terrorism law o1'the Republic ol '
Palau. or inlbrmation disclosed in rclat ion tt ' r  a suspicious transactiot-t.  a l lnancial
insti tut ion shall  not disclosc to an)' person. othcr than a court rtr other person
authorized by law. that infbrmation has bccn transmitted to or requested by the
Commission. the FItJ or other authorit ies. that an investigation is being carricd out.
or that inslructions not to execute a transactitln arc being carried out.

(c) When a f lnancial insti tut ion providcs inl irrmation that is refbrred to in subsection
(b) in good faith. the f-rnancial insti tut ion shall  be exempted l iom l iabi l i ty o1'any kind
lbr complying with this section and/or lbr breach o1-any restr ict ion on disclosure o1'
information. except as provided in subsection (b). regardless of thc result o1-thc
communication.

(d) For the purposes of this section. "f inancial insti tut ion" includes the
administrators. employees. and shareholders o1' a f inancial insti tut ion.
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Source

RPPL T-41 S 21491. modified.

Notes

A new section 49 "Reporting of suspicious transactions and cornpliance with rnoney laundering
and counter terrorism l lnancing standards" (codil lcd as $ 1062) was added hy RPPL 7-41 $ 2[491
and the fbrmer section 49 "Disclosure of conll icts of interest: lrduciary obligations. RPPI- 6-3 $

21491" b.."..  *..-1i.rn 50 (.r.r. l i f 'd as r\ 1063).

"Money Laundering and Proceeds o1-Clrime Act" in subsection (b) read "MI-PCIA" in thc original
legislat ion RPPL 7-41 \ 2.

$ 1063. Disclosure of confl icts of interest; f iduciary obligations.
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(a) An administrator of a Palau bank wlrcr is a party to a matcrial contract or a
proposed material contract with the bank or is an administrator ol. or has a material
intcrest in or a material rclat ion to an) person who is a party to a material contract or
a proposed material contract with the bank. shall  disclose in writ ing to the bank the
nature and extent of the material interest or relatiot-t.

(b) ' l 'he disclosure required by subsection (a) shall  be made by the administrator
when the contract or proposed contract corne s or ought reasonably to come to thc
attcntion of '  the administrator.

(c) trach l inancial insti tut ion shall  have an exccutive ofl lcer's confl ict of intcresl
policy. a copy of which shall  be fr led with the ( 'ommission.

(d) An administrator who has a material intercst or a matcrial relation within the
scope of subscctions (a)or (e) shall  leavc any meeting at which the contract or
proposed contract is discussed. and shall  rel iain f iom voting on any matter relatcd
thereto that becomes the sub.iect of action by the board of directors of the Palau bank.
provided that such an interest. i f  so disclosed. shall  not disquali ty the interested
person 1br purposes of constituting a quorurn.
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(e) For the purposes of subsection (a). an interest shall  be material i f  i t  is material
with reference to the wealth. or business or family (any person who is related by
marriage or to the second degree of cclnsanguinity) interests of the person having the
interest. and a person has a material interest in arry company if the person owns.
directly or indirectly. a signif icant interest in the company. or is an administrator o1'
the company: and any partnership if the person is a partner.

(f) Where an administrator fbi ls to disclose a material conll ict of interest in
accordance with this section. a court o1'competent jurisdict ion may. on the
application of the Palau bank. a bank shareholder. or the Clommission. set aside the
contract on such terms as it thinks frt.

IHeadcr  A:  OPERATIONAL REQUIREMENTS 26 PNCA S l07 l

(g) Administrators and employees ol ' l lnancial insti tut ions have a duty to the l lnancial
insti tut ion that they servc and to thc f lnancial insti tut ion's customers to placc the
financial insti tut ion's intercsts and its customers' intcrests befbrc their own pecuniary'
interest.

(h) Financial insti tut ions shall  havc procedures so that they and their administrators
and employees are not placed in a situation whcre their own intcrest confl icts with
thcir duty to a customer.

Source

RPPL 6-3  S 2 l4e l .  mod i t l cd

Notes

A new section 4g "Reporting of suspicious transactions and compliance with monev laundering
andcoun te r te r ro r i smf inanc ings tandards " (cod i l l edasg  1062)  wasaddedby 'R I ' }PL7-41  | j 2 [191
and the fbrmer section 49 "Disclosure of confl icts of interest: f lduciar) 'obl igations. RPPL 6-3 s\

21491" became section 50 (codit ied as N 1063).

Subchapter  V

Operational Requirements

I 071. General prudential principles.

I 072. Financial activit ies.

$ 1073. Prohibited anti-competit ive transactions and practices.



$ 1074. Prudential requirements.

$ 1075. Corporate records and records oltransactions.

$ 1076. [Repealedl

$ 1077. Transactions with related persons.

$ 1071. General prudential principles.

(a) Financial insti tut ions shall  conduct their adrninistration and operations in
accordance with sound administrative and accounting procedures. the requirL'mL-nts
of this chapter. and thc regulations or ordcrs issued by the ( 'ommission.

(b) [r inancial insti tut ions shall  maintain adcquate capital and sull ' icicnt l iquid
resources. and. with due regard to thc nature ol ' their business. shall  use best el lbrts to
ensure that their assets arc diversif led as to r isk of loss.
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Source

RPPI -  6 -3  5s  21501.  rnod i l ied .

$ 1072. Financial  act iv i t ies.

(a )  Banks  sha l l  be  au thor ized  in  the i r  l i ccnse to  cngagc in  the  l inanc ia lac t i l i t i es
described as fbl lows:

(1)  receiv ing deposi ts  ( in  the l i r rm o l 'dcrnand dcposi ts .  t ime deposi ts .  or
other fbrms of deposit) bearirrg intcrcst or It()t  in one curre l tcy:

(2) buying and sell ing fbr a bank's own account debt securit ies issued or
guarantccd by the Governmetrt of the I{e public ol 'Palau or by
governments or central banks of G-10 or lruropean [Jnion countries that
are denominated and payable in l)ol lars and that have a ternt to ntaturity
not exceeding one (l  ) year:

(3) providing payment and collcction scrvices:

(4) issuing and administering means of payment ( including. payment
cards. travelers' checks and bankers' drafts):



(5) buying and selling fbreign exchange lbr cash fbr the account o1'the
bank and a customer:

(6) providing fbr safbkeeping ol 'securit ies and other valuables:

(7) receiving deposits bearing interest or not in more than one currency:

(8) extending credit to enterprises. including. fbctoring with or without
recourse:

(9) borrowing funds and buying and sell ing lbr a bank's own account or
lbr the account of customers (excluding underwrit ing) ol:

f irooter A: Supp. 7 26 - 71]1

(A) money markct instruments ( including. chccks. bi l ls of exchange. and ccrt i f lcates o1'deposit):

(B) debt securit ies:

(C) lutures and clptions rclat ing to debt securit ics or interest
rates: ()r
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(D) interest rate instruments:

(  l0)  money broker ing:

( I  I  ) l lnancial leasing:

(12) providing credit refbrence services:

( l3) providing services as a f lnancial agcnt 6r consultant (not including
services described in subsections (a)( I  ) and (2)):

(14) dealing in fbreign exchange. including contracts lbr the future
purchase or salc of fbreign currcncies:

(15) providing trust scrvices. including. the investment and
administration of funds received in trust and administration of securit ies:

( 16) providing services as att inl 'estment portfbl io manager or investment
adviser:



(17) underwrit ing and distr ibution of debt and equity securit ies and
brokering and dealing in equity securit ies: and

(18) such other l lnancialactivit ies as the Commissir.rn shall  determine by
regulation.

(b) No bank shall  engage in l lnancial activit ics other than or beyond thc scope of
those authorized pursuant to this chapter.

(c) Securit ies brokers and securit ies dealers shall  be authorized in their l icensc to
engage in  t lnancia l  act iv i t ies l is ted in  sect ion 1072(a)(15) .  (16) .  and (17) .

Source

RPPL 6-3 $ 2[51] .  modi f ied.  Subsect ions (a)(10) . (17)  are amendcd by RI 'PL 7-41 s \  2152l r .

$ 1073. Prohibitcd anti-competit ive transactions and practices.

IFootcr t ] :  Supp. 7 26 -  721
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(a) Financial insti tut ions shall  not enter into transactions or engage in practiccs that
would providc them. alone or togethcr with others. a posit ion ol-dominance on the
money. capital or l trreign exchange markets. and shall  not cngage in manipulative
devices or practices that could result in an unl 'zi ir  advantage lbr the mse lvcs or lbr
third part ies.

(b) No f inancial insti tut ion shall  require an) pcrson to contract to rccr-ivc any
tlnancial service or any goods or other service l iom an afl l l iatc as a condit ion o1'
being permitted to contract with the t lnancial insti tut ion. except in accordance with
ordinary and customary banking practices.

(c) No f inancial insti tut ion shall  provide crcdit enhanceme nt tbr or extend credit tcr
taci l i tate the purchase o1'securit ies underwritten" placed. or distr ibuted by i t  or i ts
aff i l iate.

Source

RPPL 6-3 $ 2[52] .  modi f ied.

S 1074. Prudential requirements.



(a) Banks shall  observe the fol lou' ing l imits and those prescribed by regulation of the
Commiss ion:

( I ) the ratios and exposures to be rnaintained by a bank concerning its
assets. risk-weighted assets. and ofl--balance-sheet items and various
categories of capital and rcserves; provided. that the capital to r isk-
weighted assets ratio o1'capital that shall  be rnaintained in Palau shall  not
be less than eight percent (8%);

(2) the maximum aggregate amount of crcdits that a bank shall  be
perrnittcd to have committed or clutstanding to or fbr the beneltt ol 'any
single person or group of interrclated pcrsons shall  not exceed twenty
percent (20%) of its capital:

(3) the aggregate amount o1'credits that exceed ten pcrcent (10%)of a
bank's capital shall  not exceed eight hundred pcrcent (800%) ol-a bank's
capi ta l .

(b) t lanks shall  observe the fblkrwing rcquiremcnts when prescribed by regulation ol '
the Commiss ion:

(l) requirernents concerning thc minimurn aggregate amount of l iquid
assets or specif ic catcgorics ol 'such assets in relation to the amount of-
l iabi l i t ies or specif ic categorics o1' l iabi l i t ics:
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(2) requirements conccrning thc maxitnum aggregate amount o1'rcal

estate investments. or specif ic categories thereot:

(3) require ments concerning thc classi f lcat ion and cvaluat ion o1'assets

and provisions to be made on the basis ol 'such classi trcat ion and

evaluat ion against substandard and non-perlbrming loans. and the t ime

when earnings on non- perfbrming loans may no longcr be accounted lbr

as income except as received in cash: and

(4) prohibi t ions. restr ict ions. or condit ions concerning:

(A) the types or lbrms of credits and i t tvestmcnts made:



(B) matching as to maturity and interest rate in respect of assets and
l iab i l i t ies:  and

(C) unhedged posit ions in f irreigrr currencies. precious metals. or
precious stones exceeding a specif ied size.

(c) Notwithstanding the foregoing. the Palau branches of fbrcign banks shall  be
obligated to comply with the requirements o1'this section 1074(a) and (b) and any
regulations promulgated hereunder only insolhr as the Palau branches of lbreign
banks' compliance with such requirements is consistent with and dcles not confl ict
with thc national law ol ' thc lbreign bank's homc.iurisdict ion. In the event ol 'a
conf' l ict between the provisions of this chapter and any regulations promulgated
hereunderand the national lau's. rules" and regulations ol ' the foreign bank's home
iurisdict ion. as they apply to thc Palau branches o1' lbrcign banks. t l ie conll ict ing
national laws. rules. and regulations of the lbreign bank's hon.rc. iurisdict ion shall
prevail . ' fhe provisions of this section apply to " lbreign banks" scl lely on a
consolidated basis.

(d) No bank may engage directly in industry. commerce. or scrviccs in the l{epublic
ol 'Palau other than f inancial activit ies.

(e) No bank shall  cxtend credit securcd by i ts own cquity securit ies cxcept lbr
employee stock option plans and pcnsion plans.

(f) No bank shall  purchase its own cquity securit ies i f  the bank has or would have
alicr the proposed transaction less than thc rninimurn capital.
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Sourcc

R P P I . 6 - 3 S 2 [ 5 3 l . m o d i l l e d . S u b s e c t i o n ( c )  i s a m c n d e d b , v R P P L T - 1 1  \ 2 [ 5 4 l . S u b s e c t i o n ( a ) ( l )
is amended by RPPI- U-2ti \  4.

{ i  1075. Corporate records and records of transactions.

(a) Every f lnancial insti tut ion shall  prepare and maintain at i ts head ol l lce written
records containing:

( l)  i ts charter and by-laws and al l  amcndments thereto:

(2) a register of i ts shareholders. including the number of shares
registered in the name of each shareholder:



(3) minutes of meetings and resolutions of the board of directors;

(4) minutes of meetings and resolutions of the shareholders:

(5) accounting records exhibit ing clearly and correctly the state of i ts
business aflairs, explaining its transactions and f inancial posit ion fbr
f inancial statements in accordance with gcneral ly accepted accounting
principles ("GAAP")or other such gcneral ly acceptcd accounting
principles as may be adopted by the C'ommission by regulation:

(6) records showing. fbr each customer. on a daily basis. part iculars of i ts
transactions with or fbr the account ol ' that customcr. and t l-re balance
owing to clr by that customer: and

(7) such other records as are requircd by this chaptcr. or by regulation or
order ol '  the Clomrnission.

(b) trvery bank shall  cause to bc creatcd and shall  rnaintain at the head ofl lce or
branch ol l lce in the Republic of Palau o1'a lbreign bank propcr credit documentation.

Source

RPPL 6-3  $  2 [541.  mod i l ied .  Subsec t ion  (b )  amended by  RPPL T-41 $  21551.

$ 1076. Communitv reinvcstment. IRepealedl

IFooter  A:  Supp.  6 26 -  751

Sourcc

RPPL 6-3 5\ l [551. rnodif ied. ' l 'he "( 'ornmunity reinvcstment" section was not included in t lrc
amended version of this law established in RI' I)L 7-41. Based on the loregoing. the C'ode

Commissir-rn has decided that t l i is scction has becn repcaled.
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S 1077. Transactions with related persons.

(a) Banks shall not enter into a transaction with or lbr the beneflt of related persorts
of the bank. if such transaction would be entered into on less lhvorable terms and
conditions. or not at all. with or tbr thc benellt of persons who are not so related tcr
the bank. However. special employee banking programs approved by the bank's
board and the Commission shall  not be prohibited bv this section.



(b) Persons who are related to a bank are:

( I ) any administrator of the bank;

(2) any signif icant shareholder of the bank:

(3) any person who is related to such administrator or signi l icant
shareholder by marriage. consanguinity to the second degree. or business
interest: and

(4) any legal person that has a signil icant interest in a person in which the

bank has a signiticant interest.

(c) No bank shall cxtend credit to or tbr the benellt ol-a pcrsttrt related to the bank il'

as a result thereof : ( I  ) the aggregate amount outstanding on al l  credits extcndcd by

the bank t6 any one person so relatcd to thc bank would excced twenty percent (20%)

of'a bank's capital: or (2) the aggregatc amount outstanding on credits to al l  persons

so related to thc bank would excccd one hundrcd pcrcent (100'Zo)of the bank's
capital.

(ci) Credit extended by any bank to any related l lnancial insti tut ion shall  be sub.icct to

such addit ional condit ions or rcstr ict ions as shall  be prcscribed by rcgulation o1'the

Cornmission. Iror the purposes of this subsection. a relerted bank or l lnancial
insti tut ion shall  be any l inancial insti tut ion in which the bank l.rolds a signil icant

interest.

(e) Any transactions by. w' i th. oron behalf o1'a rclated person in violatiorr ol ' this

section

IFooter t] :  SuPP. (t 26 - 761

shall  be a crime kn6wn as "Wr6nglul Insider' l ' ransactions". and the relatcd person(s) on whose

behalf such a transaction is completed. w'i th krrowledge o1'such rclated person. and the bank

administrator(s) approving the transaction(s) shall  be sub.iect to a l lne of not morc than two (2)

t imes the aggregate amount ol-the transaction(s) in violation ol ' this section. or imprisonment ol '

not more than two (2) vears. or both'
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(f) Any transactions by. with. or on behall 'o1'a related person in violation of this

section shall  be subject to civi l  penalt ies and the related person(s) on u'hose behalf

such a transaction is completed. with krrowledge o1-such related person. and the bank

administrator(s) approving the transaction(s) shall  be subject to a civi l  penalty o1-ten



thousand dollars ($10.000) for each transaction. or up to ten percent (10%) of the
amount of the transaction(s). whichever is more.

(g) Penalties and criminal sanctions spccified herein are not intended to precmpt any
other remedies available under the laws o1'the Republic of Palau.

Source

RPPI- 6-3 $ 2[561. modif ied. Subsections (a). (b)" (c). and (d) amended and subsections (e). (1)
and (g) were added by RPPL T-41 $ 2[561. modif led.

Subchapter  VI

Accounts, Financial Statements, Audit, Report ing, Bxamination
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ATIDIT.  REPORTING. EXAM INATION

I

$ 1081. Accounts and f inancial statements.

{  1082.  Audi t .

S 1083.  Dut ies o1 'audi tors .

$ 1084. I 'ubl ication and disclosr.rre.

N 1085.  Repor ts  and cxatn ina l ion.

N 1086. Production of records and infbrmation lbr examiners and auditors.

S 1081. Accounts and f inancial statements.

(a) Financial insti tut ions shall  maintain at al l  t irnes accounts and records and prepare
annual financial statements adequate to reflect their operations and flnancial
condit ion in accordance with Generally Accepted Accounting Principles (GAAP)
promulgated by the Financial Accounting Standards Board or such other generally

accepted accounting standards as approved by regulation of the Commission.



(b) The accounts. records. and flnancial statements of a bank shall reflect the
operations and tinancial condition of its subsidiaries and Palau branch ofllces. on atl
individual and on a consolidated basis fbr the entirety o1'the f lnancial insti tut ion.

Source

RPPL 6-3 $ 2[57|. modif led. Subsection (a) amended by RPI'}t .  7-41 $ 21571.

$ t082. Audit.

(a) Within lbur (4) months after the end o1-cach bank's f iscal year. each bank shall
cause to be produced audited l inancial statcments prepared on a consolidated basis
by a l icensed cert i f led public accounting l irm acceptable to the Commission. which
flrm shall  present a ful l  and f i i i r  view of thc f lnancialcondit ion of ' the bank and shall
submit such audited l inancial statemerrts to Commission t irr i ts revicw. The banks
licensed as of Decernber 2.2005 in the Republic of Palau shall  become compliant
with this section by March 30. 200ti.

(b) No person having any interest in a bank other than as a depositor. and no ol l jcer.
employee or agent of a bank. shall  be el igiblc to produce. prcpare. or tt therwisc
conduct an audit of such bank. Any pcrson appoinled to produce. prepare. or
otherwise conduct an audit of a bank who shall  al ier such appointment acquire such
intercst. or become an ofl lcer. employce. or agent of such bank shall  irnmediately bc

disquali l ied from producing. preparing. or otherwisc conducting an audit of 'such
bank fbr purposes of subsection (a).
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Source

RPPI- 6-3 $ 21581. modif ied. Subsections (a) and (b) amended and subsection (c) esscntial ly
repcaled by RPI ' I -  7-41 S 2[581.

$ 1083. Duties of auditors.

(a) If  an auditor or cert i f ied public accounlant or accounting l irm. in thc coursc of ' thc
perfbrmance of their duties believes that: (1) there has been a serious breach of or

noncompliance w,ith the provisictns of this chapter or regulations or guidelines issued

by the Commission; (2) an apparent criminalofl-ensc involving traud orother
dishonesty has been committed: or (3) serit-rus irregularit ies have occurred. including
those that jeopardize the security of dcpositors and creditors. the auditor or certified
public accountant or accounting firm sliall immediately report the matter and specific

support ing detai ls to the Commission.



(b) No duty of confidentiality to which an auditor or certif-ied public accountant or
accounting frrm of a bank may be sub.iect [sic] shall be regarded as contravened or
breached and no civi l .  criminal or discipl inary proceeding shall  l ie against the auditor
or certified public accountant or accounting firm by reason of communicating in
good taith to the Comrnission any intbrmation relevant to a bank's functions under
this chapter. regulations and guidelines issued by the (lommissit-rn. or other
applicable laws.

Source

RI'}PL 7-41 \ 2[591. rnodifred.

$ 1084. Publication and disclosure.

(a) ' fhe 
Commission shall  cal l  upon cach bank annually to make and publish a

statcment ol ' i ts l lnancial condit ion as ol ' thc close of busincss on a datc spccil ied in
such call .  Such statements shall  be upon such lorm and rel lcct such inlbrmation as
may be prescribed by the Comrnission. Where practical. the ( 'omrnission shall  acccpt
such statements prepared by banks l irr submissior-r to the Federal Deposit Insurance
(lorporation (frDIC). provided t lrat thc Corlmission may requcst such addit ional
branch specil ic inlbrmation as is necessary to fulf i l l the intcnt ol-this scction. Such
statement shall  be delivered to the ( 'ommission and made available to thc public
within the t irne specif ied. A copy ol ' thc latest cal led statemcnt shall  bc kept posted in
the lobby ol ' the bank at a point accessible to the public. Any bank which fai ls to
provide the Commission with such statemcnt or providc such statement to a customcr
or potential customer upon demand. or to post such statcment in i ts lobby. shall  bc
sub.ject to a penalty of onc thousand dollars (S1.000) lbr cach day lbr which the
violation occurs.
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REPORTING, EXAM INATION

(b) Each bank shall ,  upon opening a savings account or issuing a cert i f lcate o1'
deposit,  inlbrm the customer in sirnplc and clear wri l ten languagc about the manner
in which the interest is calculated. the periods lbr which and the circumstances undcr
which the interest is or is not payablc. and penalt ies and fbrfbitures, i f  any'. Irach bank
shall  upon opening a checking account inform the customer in clear and simple
written language about all fbes which rnay be charged. lrach bank shall prior to
entering into a loan agreement inlbrm the custorner in clcar and simple written
language about the rate of intercsl and dollar amount of intcrest which will be
payable il'the loan is repaid according to the cclntractualterms. and the manner in
which the interest is calculated.



(c) Upon request. banks shall  make available to the public their annual audited
reports on a consolidated basis.

Source

RPPL 6-3 \ 2[59]. rnodif ied. Subsection (a) arnended and subsection (c).added by RPPL T-41 $
Z[601.  modi l led.

Notes

l iormer \ l0t l4. "Branches of lbreign banks" RPPL 6-3 $ 2[601. was not included in the amended

version of this law cstablished in RPPI. 7-41. Based on the fbregoing. thc Code Commission has
decided that this sectic.rt.t has been repealcd.

$ 1085. Reports and examination.

(a) ' l 'hc 
Commission shall  regularly'conduct on-site examinations ol ' the opcrati t-rt ls

and atl 'airs of every f irrancial insti tut iun. and w'here thc ( 'ommission so specif les.

fbrcign branches ol 'any Republic o1-Palau l lnancial insti tut ior.rs. by examiners of the
('ommissic'rn or auditors appointed b,v" thc ( 'otnrnissicln. No one shall  attempl ttr

harass. int imidate. or exert undue inl luence on an examiner of ' the Comrnissic'rn t lr  the

auditors approinted by it.

(b) ' l 'hc primary purpose of any audit or cxamination undcr subscction (a) shall  be to

determine whctl-rer:

( l)a l irrancial insti tut i t-rr.r is in a sal 'e and sound l inancial condit ion:

[ t leader  B:  26 PNCA $ 1085 FINANCIAL INSTITUTIONS

(2) thc requirements o1'this cl iapter. rules and regulations adopted by thc

C'ommission. and other applicable laws are bcing observed by thc
financial insti tut ion: and

(3) thc business of the l lnancial insti tut ion is bcing operatcd in a lawful

and prudent manner.

(c)Forthe purpose of determining the condit ion of a t lnancial insti tut ion and its

cpmpliance with this chapter and regulations adopted by the ( 'ommissit ln in the

course of an examination made under subsection (a). thc f lorntnission nlay cause an

examination to be made of any al l l l iatcs ot ' the l lnancial insti tut ion in the Republic of

Palau to the same extent that an examination may be rnade of the financial

insti tut ion.
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Source

RPPL 6-3 $ 2[61] .  modi f ied.  Amended in  i ts  ent i re ty  by RPI ' } l ,7-41 $ 2[61] .  modi l ied.

S 1086. Production of records and information for examiners and auditors.

(a) I ivery f inancial insti tut ion and every al l l l iatc of such f inancial insti tut ion shall .

pursuant to an examination conductcd under scction 1085. produce fbr the inspection

of any examincr or auditor duly authorized by the Clommission to examinc thc

f rnancial insti tut ion. at such t irncs and in sr-rch places as the examincr clr auditor may

specify (being t imes and places u,hich. in t lrc opinion ol ' the cxaminer or auditor.

wcluld not be detrimcntal to the conductol ' the normaldaily business o1-such

llnancial insti tut ion). al l  books. minute's. accounts. cash. securit ies and investments.

documents and vouchers in their posscssion or custttdy. rclat ing to thcir busine ss and

shall  supply al l  infbrmation conccrning their business as may reasonably bc required

by such examiner or auditor within such t inic as thc cxamincr or auditor may specily.

Any request tbr records regularly maintaincd at a home ofl lce outside the l{epublic

o1' l)alau must be produced wit l i in thirt i ' (30) days l iorn thc datcol ' the rcquest.

(b) I1'any dgcuments are not produced ur rcquestcd inlbrmatit ln is not supplicd in

accordance with subseclion (a). thc dclhult ing l inancial insti tut i t ln or al l l l iate . or

both. as the case may be. shall  be sub.lcct to a penalty tt l ' f ive thousand dollars
(55.000) lor each day in which it  tai ls to produce or supply caclt such docunlent or

inlbrmation.

(c) If  any infbrmation supplicd or docurncnt produced under subscction (a) is

material ly talse: the f lnancial insti tut ion or att l l iate. or both. as the casc may be. shall

be guil ty o1'an ol l-ensc and l iable to a pertalty ol ' tcn thousand dollars ($10'000) l irr

each such fhlse document or tnli-ttt-tlxtit'tll.

Sourcc

RPPL T-41 $ 2[ { r21.  modi t led.

SubchaPter  VI I

Infractions, Penalt ies, Remedial Measures
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$ 1091. Infractions. penalt ies. remedial measures.

$ 1091. lnfractions, penalt ies, remedial measures.

(a) As providcd lbr by rules and regulations promulgated hcrcunder. and except as
otherwise provided fbr herein the remedial mcasures and penalt ies provided lbr
infractions described in this section shall  be detcrmined in part icular cases by t l ie
Commission and shall  be imposed sub.icct to the provisiorts o1'the Adrninistrative
Procedure Act. 6 PNC Chapter l .  unlcss otherwise provided by law.

(b) If  the Clommission lrnds that an administrator or employec ol 'a l lnancial
insti tut ior.r. or the f inancial insti tut ion i tscl l 'acting through any authorized person.
has: violated thc provisions ol ' this chapter. any rule. regulation, orordcr issued by
the Clommission. or any other law applicable to l inancial insti tut ions: refused to
cornply with the provisions of this chapter. any rule. regulation. orordcr issued by
the Commiss ion.  or  any other  law appl icablc  to  f rnancia l  inst i tu t ions:  wi l l lu l ly
neglected to perlbrm his or her dutics. ur committcd a brcach ol ' trust or of l iduciary
duty: committed any f iaudulent or questionable practice in the conduct ol-the
tlnancial insti tut ion's business that cndangcrs thc l inancial insti tul ion"s reputatiot l  rrr
threatens its solvency: rcfuscd to submit to examination: conducted busincss irt  an
unsalb or unauthorized manner: or violated an1'condit ions of i ts l icense or any
agreement with the Commission. the ( 'ommission shall  give nttt ice in writ ing to such
I' inancial insti tut ion and any oflLnding adrnirr istrator or crnploycc. stating thc
part icular violations r)r practiccs complaincd o1. and thc ( 'ornmission shall  cal l  a
meeting of thc directors o1'said f rnancial insti tut ion and lay belbre them such
Iindings and demand a discontinuance ot-such violations and practiccs as have been
lbund. and mav take the fbl lowins acti() l ls:

(  I  )  issuc wri t ten warnings:

(2) conclude a wri t ten agreement
of remedial  act ion:

r,r'ith the bank providing fbr a program
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(3) issue an order to cease and dcsist from such violations and practices i f
the Commission f inds it  is necessary and in the best interests 9f the
f inancial insti tut ion involved and its depositors. creditors. and
stockholders:

(4) impose f lnes on the f inancial insti tut ion 6r corporation. or on its

administrators or principal shareholders in an amount of up to ten



thousand dollars ($10.000) per day for each day that the violation
continuesl provided. however. that fines shall be of similar amount fbr
comparable frnancial insti tut ions or corporations. with comparable total
assets fbr the same type ot 'violat ion:

(5) suspend temporari ly or dismiss administrators f iom posit ions in a
l lnancial insti tut ion or corporal ion;

(6) impose restr ict ions on the operations of the t inancial insl i tut ion or
corporation:

(7) revoke the l icense ol-the l inancial insti tut ion or corporatiotr;

(8) order the f inancial insti tut ion or corporation dissolved: or

(9) revoke the l icense of a Palau l inancial insti tut ion or the I 'alau branch
o1'a lbreign f lnancial insti tut ion and appoint a receivcr fbr the l inancial
insti tut ion under this chapter.

(c) Except whcrc otherwise specil ical ly provided in this chaptcr" thc classes tt l-
violations of this chapter and the pcnalt ies and rerncdial rneasures. wlr ich attach
thereto. and the procedures pertaining to thc issuancc and irnposit ion tt l 'sarne shall  be
sct lbrth in rulcs and regulal ions adoptcd by the ( 'ommissictn and shall  not be sub.lcct
to appeal under the Administrativc Procedurc Act. 6 PNC Chapter l .  With respect ttr
a ceasc and desist order issued pursuant to subsection (b). thc procedurc shall  bc as
set forth in the remainder o1'this subscction. At the directors' rneeting prt lvided l irr in

subsection (b). or within thirty calendar day's therealier. the Commissit ln shall  servc
on the t inancial insti tut ion. i ts directors and an1'oflbnding administrators or
employees. a written order to cease arrd desist l iorl  the violatiorrs and practices
enumerated therein and to take such af l l rrnative action as ma)'be neccssary to cclrrect
thc condit ictns result ing from such violations or practices. Said t lrder to ceasc and
desist shall  be efl 'ective upon issuancc i1'thc C'ornmission f inds that in.rniediate and
irreparable harm is threatened to the l jnancial insti tut ion or i ts depositors. creditors.
or stockholders: otherwisc. said order to ceasc and dcsist sl ial l  state the cl l 'cct ivc
date. being not lcss than ten calendar days al ier delivery or rnail ing o1-thc noticc
thereol. A copy of said order to cease ancl clcsist shall  be entered upon the rnirrutes t l t-

the directors of the l lnancial insti tut ion. who shall  thercafier ccrt i ly to thc
Commission in w'r i t ing that each has read and understood thc order to cease and

desist. Al l  copies of notices. correspxrndcnce or othcr records of the Commission
relating to an order to cease and desist shall  bc conlidential and shall  not be
publicized or revealed to the public except in any lawsuit authorized by this chapter
or by other lawful order or authority. l 'hc Administrative Procedure Act shall  not

apply to orders to cease and desist issued hereunder.

(d) For Palau banks whose capital is determined by the Clommission to be less than
the required minimum capital. in addit ion to the measures described in subsection



(b). the Conimission may require the bank to adopt a capital restoration plan
satisfactory to the Commission that provides fbr the bank to attain capital adequacy
within a specif ied t ime-lrame as may be acceptable to the Commission.

(e) ( I  ) The penalt ies described irr subsection (b) may be applied to any
person who violates any of the provisions o1-section 3.

(2) The Commission shall  also. notw'i thstanding any other provision of
law. be authorized to l iquidate the business o1'such person under
Subchapter IX of this chapter i f  i t  f inds the f lnancial insti tut ion to be
insolvent.

( l) I t  shall  be a criminal o11'ense punisl iablc by a l inc of 'not lcss than one thousand
dcll lars ($1.OOO) nor morc than doublc the anrount cl l 'credit soughtor imprisonment
ol 'not less than onc (1) year nor ntore than ten (10) years. or both. fbr a person tcr
wil l ful ly make a misstatcmcnt of 'matcrial l i rct or lai l  to state a l irct material to an
application fbr credit.

(g)-Ihe measurcs and penalt ies provided in this section shall  not precludc application
of other civi l  penalt ies or criminal penalt ie s as provided by other laws of the
Republic of Palau.

(h) Any l ines irnposed in accordarrcc rvith subsection (b)(4) or proceeds in
accordance with subsection (e)(2) shall  bc paid to the National l-reasury.

( i) No civi l  or criminal l iabi l i ty or prolcssional sanctions may bc irnposed against the
bank or i ts directors. off icers. employecs. agcnts" or attorneys who used due di l igence
for good laith compliance with the requircments ot ' this chapter.

Sourcc

RPPI -  6 -3  $  21621.  mod i f ied .  Amended in  i t scn t i re tyby  RI 'PL  7-41  $  21631"  rnod i f l cd .

Subchapter  Vl l l

Elcctronic l lanking
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l

$ I 0. 1 0l .  Computer access.

$ l0 . l0 l .  Computer  access.



(a) Banks may provide to their customers remote access to their accounts through
computers by proprietary personal computer software or by the Internet (hereinafter
"computer access").

(b) Banks that permit computer access may permit cust()mcrs to transl'er funds
between accounts. init iate payments. and apply lbr credit by computcr or pennit any
other activit ies tbr f inancial services a bank is not prohibited by law lrom oflbring.

(c) Banks that permit computer access must provide customcrs using computcr
access with a privacy policy statemcnt that includcs infbrmatiott to customers
regarding what infbrmation conce rning thcm is to be collcctcd and hor.r ' t l -re
infbrmation w'i l l  be used, and permit such custorners to opt ou1 of information
sharing concerning their crcdit cl igibi l i ty inlormation by banks with al l l l iates or with
non-a l l j I ia tcd th i rd  par t ies.

(d) Uanks providing computer access must maintain adcquate security fbr their
Intcrnct or proprietary platlbrrns. including adequate systems lbr customer
authentication and for physical and logical prctection against unauthorizcd external
acccss by individual pcnetration attcrnpts. computer viruscs. denial of servicc. and
tlthcr l lrrms t l l '  eleclronic access.

Source

Rl ' } l ' I .  6-3 r  2 [631.  rnodi l ied.

Notes

Scct ion l0. l0l  was previously codi l ied as r \  1l0l  and w'as amcnded to confbnn with thc C'ode

numbering and lbrmat.

[Footer  A:  Supp.  7 26 -  851

Subchapter  IX

Receivership for Banks
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S l0. l  I  l .  Bases Ibr  in i t ia t ion o l ' receivership.



$ 10.112.  Not ice and regis t rat ion of  receivership.

$ 10.113. Powers and duties of receiver: ef l-ects of receivership.

$ l0 . l  14.  Pr ior i t ies in  payment  of  c la ims.

$ 10.1 15.  F ina l  repor t ing to  the Commiss ion.

$ l0 . l  16.  Miscel laneous receivership prov is ions.

$ l0. l  I  l .  Bases for init iat ion of receivership.

(a) l f  the ( 'ommission determines that:

( I  ) a Palau bank is insolvent or thc lbreign bank which has a branch in
the Republic ol 'Palau is deterrnined to have been insolvent by the
regulatory agency of the jurisdict ion in which it  is domici led; or

(2) a I '}alau bank or branch of a l irreign bank in thc Rcpublic ol 'Palau is in
violation ot 'clne or morc o1'thc provisiotrs o1'this chapter and such
violation is deemed by the Cornmission to cause signil icant r isk to the
financial insti tut ion's depositors or the l{cpublic ol 'Palau's f lnancial
system. the ( 'omrnission must rcvoke. rnodify' .  or suspend thc l iccnse o1'
that Palau bank orthc Palau branch ol ' thc f irrcign bank and lbrthwith
take possession and control o1'that l talar-r bank or thc l 'alau branch of the
loreign bank through a managing or l iquidating receiver appointed by the
('ommission. providcd that the C'ommissiorr shall  appoint a managing
recciver where practical. rvl-ro shall  ult imatcly retunt the bank to private
management. unless. in thc solc discrcl i t trr t l l ' t l ie C'ornmission. a
l iquidating receiver is required to salcguard the depositors or the
flnancial system of the Republic of Palau.

Upon recommendation by the receive r and approval by thc ( 'ornmission. a
receivership may be converled from a l iquidating receivcrship to a managing
receivership or from a managing reccivcrship to a l iquidating rcceivership. l)uring
any and al l  receivcrship actions and l iquidation proceedings pursuant to this chapter.
the Comrnission shall  be advised and reprcsentcd by thc Olf ice ot ' thc Attorney
General. 

- l-he 
receiver may bc represented by thc OfIce ol ' the Attorney General. or i l

deerned necessary by the Commission. the recciver may l i i re outside counsel. J'he
provisions of this chapter shallapply to any receivership that is in eflect at the t ime
of the eflbctive date of this chapler.
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(b) For the purposes of this chapter:

[Footer B: Supp. 7 26 - 86]

(l  )a Palau bank shall  be deemed to be insolvent i1':  (A) the bank is not
paying its obligations in ful las they lal l  due: (B) the valuc of the
l iabi l i t ies ol-the bank exceeds thc value ol ' the assets ol ' the bank: or. (C)

the bank has capital less than one-cluartcr ol-the required minimum

capital: and

(2) the value of a bank's asscts. l iabi l i t ies. and capital shall  be determincd
in accordancc with valuation standards and procedures prescribed by
regulation of the Commission.

(c) A recciver may be a pcrson f iom the privatc sector or an otf lcial of ' the

Commission who rneets the quali l ications prcscribcd by rcgulations o1'thc

Commissign. T'he Commission may. l irr good cause. dismiss a receivcr i t  appoints.

1'he terms ol ' the l iquidating rece iver's compcnsation shall  includc incentivcs tbr

mect ing the ob. ject ives descr ibed in  r \  10.114(a)and pcnal t ics  lbr  la i lure to  mect  such

ob.iectives.

(d)-fhe c6mpensation o1'the receiver atrd cxpcrts that hc 9r shc engagcs.

rcimbursement of their expenses. and cxpenscs ol-the ( 'ommissit ln in execution t l f '

this subchapter with respect to a bank shall  bc paid l iom thc assets o1'the bank.

Payments to thc receiver shall  bc made on a currcnt basis i f  in thc.iudgrncnt ol ' the

receiver there are suflrcient l iquid asscts: providcd. however" that the reccivcr and lr is

or her agents shall  not reccive in any calcrrdar month a largcr prt l  rala sharc in

payment of the ir claims l irr {-ces and cxpcr-rses thatr depositors describcd in {
l0 . l  l4(aX2)  receive in  payment  of  t l re  i r  c la ims.  Any moncys owing to  the rcceivcr  a t

the end o1'the term ol-receivership shalt bc paid t iorn thc proceeds f iom the sales ol '

the bank 's  assets w' i th  the pr ior i ty  descr ibed in  $ l0 . l14.

Source

RPPI-  6-3 {  2 [641.  modi l led.  Subsect ions (a) .  (c) .  and (d)were amendcd b1 'RPI ' [ ,7-41 s \  21651.

Notcs

Sect ion l0 . l1 l  was prev ious ly  codi f ie< l  as $ l11 l  and was amended to conf i r rm wi th  the ( 'odc

nurnbering & lirrrnat.

RPPt, 7-53 g 5 provided addit ional aspects of the law established by RPPL 7-41 S 65(a) but are

not specif ied as an amendment of thc law established in RPPL 7-41.' l 'hc last six sentences t l1'

RPPL 7-53 S 5 read: " ln addit ion to thc authority ol ' the Receivcr o1'PSB to hire independent

counselas provided in RpPL No. 7-41. Section 65(a)" the Independent Counsel is authorized tcr

represent the Receiver of PSB in civi l  actions. lJpon request by the Independent Counsel. the



Attorney General and the Special Prosecutor may provide assistance to the Independent Counsel.
The Independent Counsel is authorized to hire such staff as may be necessary to carry out the
functions under this chapter. The Independent Counsel shall  only be removed 1br cause or by
lack of appropriat ion. The Independent Counsel wil l  not be removed tbr cause without the
President's f lrst consult ing the President of the Senate and the Speaker of the Housc of Dclegates
and ascertaining that their consensus is in accord with his proposed action. In the event that
Independent Counsel resigns before f inishing his ur her dulies and responsibi l i t ics. the
Independent Counsel must givc adequate noticc 1o the l)resident to al low sufl lcient t irne lbr
hir ing a replaceme nt."

l 'e icht inger  v .  Udui .  l6  ROP 173.  175 (2009) .
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$ 10.112. Not ice and registrat ion of receivership.

Whenever a reccivcr is appcl inted. the rcceivcr shal l  within two (2) days ol 'such appr-r intment:

(a) post in each ol l lcc o1' the bank a not ice announcing such act i t ln pursLrant to this
chapter.  speci ly ing the ef l 'cct ivc date and t imc ol-possession b1' thc rccciver and
specify ing that:

( 1 ) authorizations ol-persorrs to engagc thc l lnancial responsibi l i ty ol ' thc
bank havc bcen canceled:

(2) persons who previously' had authorizatiorr to give irtstructions on
behalf of the bank with rcspect to pa1'rncnt or translbr o1'the bank's assets
or assets managed by the bank are no krngcr so authorized: and

(3) the bank's l icense has bccn rcvokcd. rnodif ied. or suspended.

(b) publish a notice to the same efl-ect in one ne\\ 'spaper ol 'generalcirculation and
arrangc lbr thc publication of such noticc cach week tbr the next lbur (4) weeks.

Source

RPPL 6-3 S 2[651. modil jed. Subsection (aX3) was amended by RI'}PL 7-41 $ 21661.

Notes

Sect ion l0. l  l2 was previously codif ied as g 1 I  12 and was amended to corrfbrrn w' i th thc Codc
numbering and lbrmat.

Feicht inger v.  [Jdui.  l6 ROP 173. 175 (2009).



S 10.113. Powers and duties of receiver; effects of receivership.

(a) A liquidating receiver shall have all the powers of the administrators and
shareholders of the bank fbr which he or she has been appointed and.
notwithstanding that the bank's license has been revoked. may. sub.iect to subsection
(b). operate the bank in i ts own name. and shall  take the action in sel l ing the bank or
its assets that. in his or her opinion. is l ikely to result in satisfying more of the bank's
l iabi l i t ies to dcpositors and other creditors within three (3) years from the datc o1'his
or her appointment: provided. that the Clonimission may extend the receivership lbr a
turther pcriod of up to two (2) years i1. in i ts opinion. such extension wil l  result in a
material increase in the satisfbction ol ' the bank's l iabi l i t ies. Sub.iect to thc primarl
ob.iective of maximum satisfaction of the bank's l iabi l i t ics to depositors and
creditors. the reccivcr shall  expcdite thc sale ot ' thc bank or i ts asscts and payments to
dcpositors and other creditors. A managing receiver shall  have al l  the powers o1'the
administrators and shareholders of the bank ttrr which he or she has been appointed
and may opcrate the bank in i ts own name and rnay takc such actions including thc
sale o1'any assets necessary to correct dcl icicncies with the bank. In addit ion to the
general powcrs available to the receivcr undcr this section. a nranaging receivcr tnay':
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( l) continue or change any operations of lhe bank including taking
deposits and extending credit to ncw or exist ing customcrs:

(2)  d iscont inue any opcrat ions or  po l ic ics;

(3) borrow money on cither a secured or Llnsecured basis:

(4) stop or l imit the payment o1'any obligation;

(5) ernploy or dismiss any' of l iccr. employec. or prolbssional advisor:

(6) discharge any obligation to a rclated pcrson or entity:

(7) ofl .set any deposit obl igation against any outstanding loan or other
obligation owed by the depositor:

(8) sue any current or fbrmer ofl lcer. director. or prolbssional of the
bank: and

(9) execute any instrument in thc name of the bank. and initiate. def'end.
and conduct in the name of the bank. any action or legal proceeding.

(b) A l i t igation receiver may:



(1) continue any operations other than the taking of deposits and
extending credit to other than existing custoners in relation tcr
outstanding assets;

(2) discontinue any operations:

(3) borrow money on an unsecured basis. i f  borrowing is not possible on
the security of the assets of the bank:

(4) stop or l imit the payment ot 'any obligal ion:

(5) employ or dismiss any otl iccr. employce. or profbssional advisur: and
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(6) execute any instrument in the namc ol ' the bank. and init iatc ordelbnd
and conduct in i ts name any acti t 'n or lcgal proceeding.

(c) -fhe 
recci lcr shall  havc unrcstr ictcd access to and control over the ofl lces. books

ol-account and other records. and othcr assets ol ' the bank l irr which hc or shc has
been appointed and its subsidiaries.

( l) Any person who wil l ful ly interfbres with a receivcr's acccss to and
controlover the otl lces. books t l l 'accour-rt and other rccords. and other
assets o1'a bank for which he or she has been appointcd shall  be guil ty of
a criminal of ' fense and sub-iect to imprisonment fbr a period ol 'not less
than one (1)year  nor  morc than l lvc  ( ,5)ycars or  f rned in  an amount  not
less than one thousand dollars ($1.000) pcr day nor Inore than ten
thousand dollars ($10.000) pcr day lbr cach day that thc ol l 'cnsc
continucs. or both.

(2) At the request ol 'a recciver. a Public Salbty Oll lcer shall  assist the
receiver to gain acce ss to bank prcmises or control over bank rccords and
other assets by use of fbrce.

(d) The Commission shallapprove or deny a mergcr of the bank with another bank.
or sale of substantial ly al l  the bank's asscts to any one bank. sub.lect to section 1054
of this chapter.

(e) ' Ihe powers of the administrators shall  be suspended during a receivership;
provided. however. that they may be instructed by the receiver to exercise specilied
functions fbr the bank: further provided. thal such persons are sub.ject to dismissal by
the receiver from their posit ions at the bank and shall  thereupon cease 10 receivc
compensation {iom the bank.



(f) Forthwith upon his or her appointment. the receiver shall  secure the assets of the
bank to seek to prevent their dissipation by theft or other improper action" by taking
actions including. but not l imited to. the lbl lowing:

(1 ) changing the locks (and l imit ing access to the new keys) on external
entrances to the bank's ofhces and on doors to internal of lces which
contain f lnancial assets or inlbrmatiorr or cquipment which could enable
a person to gain unlawful access to f lnancial assets:
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(2) changing or establ ishing acccss codcs to the bank's computers and
grant ing access to not more than threc trustworthy cmployecs: and

(3) suspending the paymcnt of 'capital distr ibutions in gencral and
paymcnt of any kind to adrninistrators and principal shareholders:
provided. however. that base cornpensation may be paid to adrninistrators
lbr scrvices rendered in their capacit l  as administrators of the bank.

(g) frorthwith upon his or her appointrncnt. thc receiver shall  cstablish a ncw balancc
sheet fbr thc bank" based on his or her dctcrrnination ol- l iquidation values ot ' thc
barrk's asscts u,i th a corresponding reduction in thc value o1'thc bank's l iabi l i t ics in
the reversc ordcro l -pr ior i ty  in  pa lmcnt  o1 'c l is t r ihut ions in  a l iqu idat ion o l 'a  bank 's
assets descr ibed in  r l  10.114.  L iab i l i t ies shal l  be dccrned due and payable and in terest
shall  ccase to accrue as ol ' the datc ol-thc appointmcnt o1'the receiver. Unmaturcd
liabi l i t ics shall  be disccluntcd to present valuc at thc discount rate published by thc
Commiss ion on the date o l 'appointment  o l 'a  receivcr .

(h)  Wi th in  one ( l )  month of  tak ing posscss ion of 'a  bank.  the receiver  shal l  makc ar . r
inventory ol ' t l ie assets and property ol ' the bank and transmit a copy thereof to the
Commissir.rn. wli ich shall  rnake a copv available lbr cxamination by thc public.

( i) After l l l iccn (15) days from thc datc ol 'his or hcr appointmcnt. the rcccivcr may
make available lbr withdrawal by'dcpositors or paymcrtt to other creditors such
amounts as in his or her opinion rnay appropriately bc used lbr that purposc:
provided. however. that al l  dcpositors or other creditors who are similarly situatcd
shall  be treated in the samc manncr: and lurther provided. that belbre a general
distr ibution of payments to creditors ol ' the bank or the assumption of the bank's
l iabi l i t ies by another bank. creditors othcr than thosc dcscribed in section
l0. l  l4(a)(2)  shal l  receivc no more than 1r l i1 'percent  (50%) of  the amount  of  the i r
al lowed claims as determined by the receiver.

() When a receiver has taken possession o1'a bank:



(1)shareholders'r ights shall  be extinguished except lbr thc r ight tt-r
receive dividends. i f  any'. under section l0. l l4(d) and the right to receive
any net payment received l iom the sale ol ' the bank or substantial ly al l  i ts
assets if the receiver determines that the bank had positive net worth at
the t ime of sale: and

[Footer  A:  Supp.  7 26 -  9 l l

(2) the rcceiver may issue new shares in the bank. sel l  the assets of the bank. or arrange lbrthe
assumption of l iabi l i t ies of t l ic bank on terms he or she considcrs lair.
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(k) Thc procedures lbr deterrnining o1'thc val idity and priori ty of claims and lbr
l iquidation of bank asscts and return of 'bank customers'propcrty shall  be prescribed
by regulation o1'the Commission: provided. lrowcvcr. that t l ie salc ol 'bank assets
shall  be in a transparent and c<lmmercial ly reasonable rnanncr by one or more
methods o1-auction or ncgotiated transactions.

(l) Any assets of the bank that havc not bccn sold at the end o1'the tcrm of ' t l ie
receivership may bc abandoned by t l ic rcceiver.

(m) The rcceivcr shall  reprlrt  each month to the ( 'ornmission un the progress o1'thc
reccivcrship. including thc most reccnt l lnancial statcmcnts o1'thc bank. statemcnts
of sources and uses ol ' funds. infbrmation conccrnir.rg the prospccts lbr the sale o1'thc
bank or i ts assets. and pro.iections o1-paynlcnt o1'the bank's l iabi l i t ies.

Source

RPPL 6-3 5s 2166; .  modi f ied.  Subscc l ions (a) .  (b) .  (c) ( l ) .  (1) (2) .  (g) .  ( i ) .  ( iX l ) .  and ( l )  amcndcd by
RPPL 7-41 S 2167]1. modif led.

Notes

Section l0. l  I  3 was previously codif ied as \ I  I  l3 and was amcnded to conlbrm with the Code
numbering & lbrmat.

Feicht ingsr  v .  Udui .  l6  ROP 173.  175 (2009) .

Pac.  Sav.  Bank.  L td.  v . ' l -or ib iong.  16 ROP 81,82 (2008) .

Pac. Sav. Bank. [. td. 'u' .  Ueda. l6 ROP 79. 80 (2008).

Pac.  Sav.  Bank.  L td.  v .  E lbc lau.  16 ROP 77.78 (2008) .



Pac.  Sav.  Bank.  L td.  v .  Holm.  16 ROP 75.76 (2008) .

Pac.  Sav.  Bank.  L td.  v .  A.  E lechuus.  l6  ROP 73.74 (2008) .

Pac.  Sav.  Bank.  L td.  v .  D.  E lechuus.  16 ROP 7\ .72 (2008) .

Pac. Sav. Bank. I-td. v. Tarkons. l6 ROP 69.70 (2008).

Pac.  Sav.  Bank.  [ - td .  v .  Rumong.  l6  ROP 67.68 (2008) .

Pac.  Sav.  Bank.  [ - td .  v .  Kumaichi .  l6  ROP 65.66 (2008) .

Pac.  Sav.  Bank.  L td.  v .  Ongelungel .  l6  ROP 63.64 (2008) .

Pac. Sav. Bank. [-td. v. lchikawa. l6 ROP I " 2. 3 (2008).

Pac.  Sav.  Bank v.  L lecholc l i .  l5  ROP 124.125 (200t i ) .

I)4c. Sav-Bank v. Kq' lund Corp.. l5 ROP l2l. 122(2008).

I '}ac. Sar, ' .  Bank v. Off lccrs Mgmt. C_elp. l5 ROI'} I  17. I l8 (2008).

S l0 . l14.  Pr ior i t ies in  payment  of  c la ims.

(a) In any l iquidation of a bank's assets. al lowcd securcd clairns shall  be paid to the
extent of the rcal ization of the security' .  or thc sccurity shall  be delivered to the
secured creditor. and from the procccds other al lowed claims shall  be paid in priori t l '
to al l  other debts. in the order of t l ie class ol 'claims described below:

( I ) necessary and reasclnable expenses incurrcd by the rccciver and the
Commission. including prolbssiorral lbcs. in application ot ' the provisions
ol ' this subchapter;

(2) deposits of unrelated depositors. up to an amount not cxcceding twr-r
thousand dollars ($2.000) per depositor:

[Footer I] :  Supp. 7 26 - 921

(3) the amounts not paid on unrelatcd deposits under subsection (2):

(4) other claims of creditors againsl thc bank: and



(5)a l ldeposi ts  of  re la ted persons as set  lbr th  in  $ 1077(b) .

(b) If  the amount available for payrnent fbr any class of claims l isted under
subsection (a) is insull lcient to providc payrncnt in ful l .  such claims shall  abate in
equal proportions.
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(c) Al ier payment of al l  c lairns l l led, any remaining al lowable claims that werc not
l l lcd within the t ime specit ied by rcgulat ion ol ' the C'ommission lbr the l i l ing shal l  be
paid.

(d) Any proceeds remaining after al l  c laims ol-depositors and other crediturs have
been paid shal l  be distr ibuted among the shareholdcrs ol ' thc bank in accordance with
thcir  r ights and interests.

Source

RPPt- 6-3 $ 21671. rnodif ied. In subsectior.r (a) subsections (2). (3). (1)and (5) were amcnded by
RPPL T-41 r \  2 [6t t l .

N otes

Scc t ion  l0 . l l4  was  prev ious lycod i l i cd  as  N I  l l4  and was amended to  con lo rm wi th  the  ( 'ode

numbcring & forrnat.

I 'e icht inser  v .  t jdu i .  l6  ROP 173.  175.  176.177 (2009) .

$ l0. l15. Final report ing to the Commission.

(a) Once the proceeds lbr the sale of assets ol 'a bank have been distr ibuted pursuant
to $ l0. l l4. the receiver shall  provide a rcport to the Commission that includes
income and expense and sources and uses of firnds staternents during the period of
rcceivership.

(b) Upon approval by the Clommission of the rcport by a receiver described in
subsection (a). the Clommissionand thc recciver shall  be rel ieved of an1'further
responsibi l i ty in connection with the receivership of a bank.



(c) Once the managing receiver f inds that. in his or her profbssional opinic-rn. that the
managing receiver is no longer necessary. a report shall be filed with the
Commission to that effect. Within thirty (30) days. the Governing Board of the
Commission shall  vote whether to terminatc or continue the receivership. I f  the
Governing Board of the Commissic.rn votes to terminate the receivership. the
managing receiver shall be empowercd to take such actions as are necessary tir
terminate the managing receivership and return the f inancial insti tut ion tt-r private
management. taking into account the nced to provide a smooth transit ion. which do
notieopardize the l lnancial insti tut ion or i ts depositors. In no e\, 'ent shall  such
transit ion take morc than ninety (90) days. unless othcrwisc approved by the
Commiss ion.
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Source

RPI)I- 6-3 $ 21681. modif ied. Subsection (c) addcd by RI)I '} I .7-41 N 21691

Notes

Sect ion 10.1 l5 was previously codi l ied as N I  I  l5 and was amended to conf i l rm with the Code
numbcring & l i r rmat.

Feicht i r - rger  v .  LJdui .  l6  ROP 173.  175 (2009) .

$ l0. l  16. Miscellaneous receivership provisions.

(a) I 'rolbssional employees appointcd to reprcscnt or assist a rccei,u'er or the
Commission in connection u,i th a reccivership shall  not bc paid amounts greater than
are payable to employees or agents ol 'banks lbr sirni lar scrvices" except that thc
Commission may authorize payment at highe r rates. i f  the ( 'ommissit 'rn detertnincs
that paying such higher rates is neccssary in orclcr to recruit and retain necessar)
personnel.

(b) The Cornmission shal l  have authclr i ty to indcmni ly a receiver and his or her

agents for their  act ions on such terms as the ( 'ommissicln deems proper.

(c)All  claims arising out of or in cc'rnnection with the insolvency of 'a bank or a bank
in receivership against a bank receiver or thc ( 'omrnission in relation to a bank
licensed under this chapter shall  be l inal ly sett led in accordance with the provisions
of this chapter. No appeals from the acts of a recciver orlhe Commission may be
taken except that the bank's shareholders holding not less than ten percent (10%) of
any class of shares with the right tcl vote may appealagainst thc appointment of a
receiver for a bank.



(d) Any court proceeding arising out of or in connection with a bank insolvency or a
bank in receivership against a bank adrninistrator. receiver. or the Clomrnission in
relation to a bank licensed under this chapter shall be brought belbre the Supreme
Court.

(e) If  the owners of a bank wish to voluntari ly l iquidate the bank under other law.
they shall  submit a request fbr approvalof t l ie l iquidation to thc ( 'ommission
accompanied by such infbrmaticln as the Commission may prcscribe by regulation.
l-he Commission shall  make due inquiry into the affbirs ol-the bank and may approvc
the voluntary l iquidation under othcr applicablc law or detcrmine that this chapter
appl ies and appoint  a  receiver  pursual t t  to  N 10.1 12.

Source

RPP[,6-3 $ 2[691. modi l led. ' l 'he parenthcsizcd 10% was addcd by RPPL T-41 
"\  

2170]1.
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Notes

Sectit-rt . t  10.1 I (r was previously codil ied as \ |  I  I  6 and was amended to conlbrrn with the C'odc
numbering & lbrrnat.

Fe i c l r t i nge r  v .  [ Jdu i .  l 6  I IO I )  173"  175 .176  (2009) .

Subchapter  X

Securit ies Brokers and Dealers

$ l0 . l2 l .  Secur i t ics  dealers '  ob l igat ions.

S l0 . l  22.  Secur i t ies brokers '  ob l igat ions.

$ 10.123.  Customers '  assets.

S 10.124. Bond lbr fbreign corporations.

$ 10.125.  Ins ider  t rad ing.

$ l0. l2l.  Securit ies dealers' obl igations.

For the purposes of this chapter. a securit ies dcaler must:



(a) minimize the risks of i ts operations and diversify i ts securit ies activit ies in
accordance with any regulations issued by the Comrnission;
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(b) l imit i ts exposure so that the securit ies of any one issuer do not constitutc more
than f ive percent (5%) of i ts portfbl io;

(c) have the rninimum capital prescribed by rcgulation o1'the Clommission: and

(d) value its securit ies porlfbl io in ternrs o1'market price.

Source

R P P L  6 - 3  $  2 [ 7 1 ] .  r n o d i l i e d .

Notes

Section l0. l2l was previously codil icd as S 1121 and was arnendcd to contirrrn with thc f 'ode
numbcrinu & l irrrnat.

$ 10.122. Securit ies brokers' obl igations.
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I

["or the purposes of this chapter. a securit ies brokcr rnust:

(a) cnsurc that an investment opportunity i t  recornmc'nds to or eflbcts l irr a customer
is suitable fbr the customer in tcrms o1'nct wofih. station in l i tb. and tolerance l irr
r isk :

(b) not deal in the securit ies of an issucr immediatcly prior to recommending that i t
or a customer engage in a similar transactiorr on the customer's behalf;

(c) not pretbr some customers over others. including. by giving them earl ier access to
infbrmation or by executing their orders l irst or at better prices:

(d) not recommend dealing to customers. or trade fbr customers. Ibr the primary
purpose of making commissions;

(e) provide customers with a customer agrecment settir-rg out the infbrmation required
by regulations prescribed by the Commission.



Source

RPPL 6-3 $ 2[721.  rnodi t ied.

Notes

Section 10.122 was previously codil ied as N l l22 and was amended to conlbnn with thc Codc
nunibering & fbrrnat.

! |  10.123. Customers' assets.

For the purFoses ol ' this chapter. securit ies brokers shall  not have thc use of customers'cash or
securit ies as thc brokcr's capital in the ordinary course of thc brokcr's own busincss. Sccurit ics
brokcrs that are not banks must clcar transactions with customcrs in the Rcpublic o1-Palau
through a bank in the Republic of Palau that acts as cscrow agent lbr securit ies purchases and
sales whereby securit ies wil l  be delivcrcd against payrnent. Securit ies must be kept by a bank
custodiarr in the Republic of Palau or a f irreigrr custodian accredited by a securit ies comnrission
that is a member or a wclrking partner ol ' lOS('O.

Source

R P P [ . 6 - 3  $  2 [ 7 3 1 .  m o d i l i e d .  A m e n d e d  b y  R l ' } l ' I . 7 - 4 1  \  2 [ 7 4 1

Notes

Sect ion 10.123 was previously codi l ied as r \  l l23 and was amended to conltrrnr with the Code
numbering & lbrmat.

$ 10.121. Bond for foreign corporat ions.
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l

Iror purp,t 'rses of this chapter. a securit ies brokcr or dealer that is a registered fbreign corporation
in the Republic of l)alau that wishes to conduct securit ies brokeragc or dealing in the Republic of
Palau must either be a duly registered broker dealer with the [Jnited States Securit ies and
Exchange Commission or must meet cri teria set lbrth in regulations promulgated pursuant to this
chapter.

Source



RPPL 6-3 $ 2[74]. modif led. Amended by RPPL 7-41 { 2[75].

Notes

Section 10.124 was previously codil ied as N 1124 and was amended to confbrm with the Code
numberinu & tirrrnat.

$  10.125.  Ins ider  t rad ing.

For the purposes of this chaptcr. none of the fbl lowing persons shall  dealor get othcrs to deal in
the securit ies o1'an issucr i f  they have conlldcntial market-sensit ivc infbrmation about thc issucr.
or about the plans of another person in rclat ion to i t :

(a) ofl icers and employees of the issuer or ol ' the other person;

(b) those associated in a prolessional capacity with the issuer or with the otl .rer
person;

(c) those who obtain the inlbnnation. directly or indirectly. l iorn t lre persons
described in subsectir-rns (a) and (b).

Sourcc

RPPL 6-3 $ 21751.  rnodi l red.

Notes

Section 10.125 was pre viously codil ied as \ I  125 and was amended to conlbrm with the Code
numberin{-l and format.

Subchapter  XI

Miscellaneous and Transit ional Provisions
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PROVISIONS

I

$ l0 . l3 l .  L icenses of  ex is t ing inst i tu t ions.  compl iance wi th  the chapter .

$ 10.132. Regulatory and supervisory powcrs of the Clommission.

$ 10.133. Publication of rules and regulations: fbes.



$ 10.134.  Exempt ion of  Nat ional
Bank.

$  10 .135 .  Exempt ion .

Development I lank o1'Palau and Pacil ic Islands Development

$ I 0. I  36. Fraudulent conveyance.

$ 10.131. Licenses of exist ing insti tut ions; compliance with the chapter.

(a) Entit ies conducting the business of a bank in the Republic ol-Palau on the
ellbctive date o1'this chapter that u,ish to opcrate as a bank in the Republic o1-l 'alau
mus tcomp lyw i th the requ i remen tso l ' \  l 0 , l 2 .Cessa t i ono l ' bank ingo rw ' i nd ingup
by l inancial insti tut ions doing business in thc l{cpublic of 'Palau as of t l ie elfectivc
date ol ' this chapter shall  be in accordance with applicable laws or regulations othcr
than this chapter. 

' l 'he 
Commission may appoint a receiver to l iquidate the business

of cnti t ies that must wind their al l?rirs in accordance with the prol ' isions o1'this
subsection.

(b) Banks whose organizatit ' rn. adrninistration. operations. or f inancial condit ion do
not comply in one or more respects with the requircments of this chapter or with any
regulation or order issued by the Comrnission pursuant thereto shall  subrnit to thc
Commission a detai led plan acccptablc to the ( 'ommission describing the means and
timetable. being not more than one )/car l ionr thc clfective datc of this chaptcr. by
which the bank wil l  achieve and thercafier cornply with the requiremcnts ol ' this
chapter and any regulation or order issued by thc Commission. Such plan shall  be
submittcd within sixty (60) days l iorn the date of 'a writ ten rcqucst by thc
Commission. unlcss a shortcrt imc is specil ied duc to the severity of the deficiency or
noncompliance.

Source

RPPI- 6-3 5s 21771. modifred. Amcr.rded by RPPI- 7-41 N 2[781. modil ied.

Notes

Sect ion  l0 . l3 l  was  prev ious lycod i l ied  as  N l l3 l  and was amended to  con lb r rn  w i th  the  Code
numbcrinq and lbrmat.

S 10.132. Regulatory and supervisory powers of the Commission.
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(a) The Commission shall  be empowered tt-r issue such regulations. orders. or
guidance" to visit  such ofl lces ol- l lnancial insti tut ions. and to examine such accounts.



books. documents and other records as the Commissir-rn shall deem necessary or
advisable to give eff-ect to the provisions of this chapter.

(b) The Administrative Procedure Act. 6 PNC Chapter l .  shall  apply to any decision
made by the Commission except ministerial and administrative decisions. A decision
of the Clommission to which the Administrative Procedure Act is applicable shall  be
treated as a contested case under the Administrative Procedurc Act and shall bc
reviewed and decided under the Administrative I'rocedure Act and any related

.iudicial decision.

Source

RPPL 6-3 ts 21791. modif ied. Subsect ion (b) arnended by RI ' }PL. 7-41 $ 21791.

Notes

Section 10.132 was previously codit ied as S 11-12 and was arncnded to corrl irrm with the ( 'odc

numbcring and lbrmat.

S 10.133. Publication of rules and regulations; fees.

(a) Rules and regulations issued by thc C'ornmissic'rn shall  be published in accordance
with the Administrative Procedure Act" 6 PNC Chapter 1.

(b) ' l 'he 
Commissic'rn shall  by rules and rcgulations charge lbes to f inancial

insti tut ions lbr i ts supervisory and rcgulatory scrvices that shall  defray i ts direct and
indirect costs incurred in providing such scrvices. I iecs shall  bc assessed against
banks in relation to extraordinary expenscs incurred by thc Commission or i ts agcttts
in relaticln to a bank. Thc annual f 'ce to banks ftrr ordinary supervision and regulation
shall  be set by regulations promulgated by the C'ommission.

(c) All  fbes paid to the Commission shall  bc depositcd in the National 
- l ' reasury 

to the
credit of a special non-lapsing lund. not sub.ject to the reprogramrning authority of
the President ol ' the Republic of Palau. know'r.r as the "Financial Insti tut ions
Commission t,xpcnse Fund" and shall  he used exclusively lbr thc administration o1'
the statutory duties ol ' the Commission.

Source

RPPL 6-3 $ 21791, modil ied. Subsections (a) and (b) amended and subsection (c) added by RPP[,
7-4r s 21801.

Notes

Sect ion 10.133 was previously codif ied as \  l l33 and was amended to conlbrm with the Clode
numbering & lbrmat.
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PROVISIONS

I

S 10.131. Exemption of National Development Bank of Palau and Pacif ic Islands
Development  Bank.

' [ 'he 
National Development Bank o1'Palau ("NDBP") and the Pacilrc lslands Development Bank

("PIDB") shall  be exempt f iom the provisions ol ' \  1003(b). providcd the NDIIP and thc I ' l l )B
do not take dept-rsits or issue any bond or any othcr dcbt securit ics to the public in the Rcpublic
of Palau. Thc ( 'ommission may. by rules and rcgulations. provide lbr similar cxemption to othcr
development banks whosc purpose is that ol 'providing aid and assistance pursuant to a bi latcral
or mult i- lateral agreemcnt and which do not take deposits or issuc any bond or any othcr dcbt
sccurit ies to the nublic.

Source

RPPL 6-3 $ 2[801.  modi l icd.  Amended in  i ts  ent i re ty  by Rl ' l ' t -  7- , t l  .  2 [811.

Notes

Section 10.134 was previously codil icd as r\ I  I  34 and was amendcd to conlbrrn with the ( 'odc
numberinlr & lbrrnat.

$  10.135.  Exempt ion.

Any entity engaging in the provision ol 'banking or l lnancial services and thcrcby rcquircd to be
licensed by thc Ir inancial Insti tut ions Commission pursuant to this chapter is cxcmpt f iom the
requirements ol-the Forcign Investment Act. 28 PNC ('haptcr l .

Source

RPI) [ .  6-3 \  2 [ t i l  l "  rnodi t ied.

Notes

Section 10.135 was previously codil icd as S I 135 and was amended to conlbrm n,ith the ( 'ode
numbcrinu & f irrmat.

I 10.136. Fraudulent conveyance.

(a) Any adrninistrator or relatcd person w'ho. w'ith the intent to defraud his or her
creditors. or to diminish the assets available to his or her creditors fbr payrnent of his
or her debts. removes his or her properly or ef-fects out of Palau. or who sells.



conveys. assigns. or conceals his or her property. with the intent to defraud. delay" or
hinder depositors or other creditors ol-a f lnancial insti tut ion of their r ights, claims. or
demands, whether a l i t igation claim is pending or reduced to.iudgment or not. has
committed the crirne of "Fraudulent Conveyance', which is punishable by a f ine not
to exceed two (2) times the value o1'the property transfbrred. or imprisonment no1 to
exceed five (5) years. or both.
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(b )A t rans fb ro fp rope r t ybyanadmin i s t ra to ro r re la tedpc rson (asdc f i ned in$  1077)
fbr less than reasclnably equivalcnt consideration on or within one ( I  ) year belbre or
afier a receivership proceeding is init iated under this chapter. shall  be prcsumed
fraudulent lbr the purposes of criminal and civi l  proccedings to avoid or revokc such
transfbrs. or to obtain money judgrnerrt lbr the valuc ol'the propcrty transfbrred.

(c) Any propcrty so transfbrred under subscctions (a) and (b) o1'this section. or lbund
to be a l iaudulent conveyancc under othcr applicablc laws of the Rcpublic ot 'Palau.
shall  bc rccoverable by oron behall 'ol ' thc rcccivcr f iorn the transfbree. except that a
good faith transf-eree without notice ol ' the claims clf any creditors orthe receiver has
a l ien on thc property to the then extcnt o1'the current valuc ol-any consideration paid
therelorc. In l icu ol-rccovery of the transtbrred propcrt) ' .  or where thc value ol ' thc
property translbrrcd has declined in value alter thc datc ol ' the translbr or thcre has
been a subseque nt transfbr. judgment may be cntcrcd against the translbrcc lbr the
reasonable value of the propefly so transl 'crrcd on the date of the transfbr.

(d) ' Ihis section shallapply to al l  receiverships in effect a1 the cfl-ective date of-this
chapter with rcgards to civi l  remedies for thc rccovery of propcrty clr the value
thereol 'only: and shall  not apply to al l  rccciverships in el l 'cct at the cl lbctivc date of
this chapter with regards to criminal mattcrs.

(e) This section shall  be deemcd to be in addit ion to any other remedies available to
crcditors or the receiver under the common law ol ' the Republic o1-Palau. and shall
not be interpretcd to preempt or otherr.r ise invalidate other rernedies or claims the
recciver or creditors mav have with rcsnect to such transfbrs.

Source

RPPI -  7 -41  $  2 [u3 ] .  mod i f led .


