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INDEPENDENT AUDITORS' REPORT 
 
 
 
To the Board of Directors 
Development Bank of American Samoa Pago Pago, American Samoa 
 
We have audited the accompanying financial statements of the Development Bank of American 
Samoa (the “Bank”) as of and for the year ended December 31, 2011, which collectively comprise the 
Bank’s basic financial statements as listed in the table of contents. These financial statements are the 
responsibility of the Bank's management.  Our responsibility is to express opinions on these financial 
statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to the financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States.  Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements.  An audit also includes assessing the accounting 
principles used and the significant estimates made by management, as well as evaluating the overall 
financial statement presentation.  We believe that our audit provides a reasonable basis for our 
opinions. 
 
As further explained in Note 1, the financial statements do not include the loan balances of the 
Veterans Administration and the American Samoa Government (ASG) Student Loans. These loans are 
the property of the U.S. Veterans Administration and the ASG government, respectively. The Bank 
only receives an administrative fee for servicing the loans. 
 
The Bank was unable to provide sufficient evidence regarding the carrying amounts of the outstanding 
balances of the loans receivable, accrued interest receivable and interest earned on loans of 
approximately $250,000 as of December 31, 2011 and for the year then ended.  We have not satisfied 
ourselves to determine if any adjustments to these balances were necessary and the effects, if any, on 
the financial statements are not reasonably determinable.   
 
In our opinion, except for the effects of reporting the loans receivable, accrued interest receivable and 
interest earned on loans as discussed in the preceding paragraph, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the Bank as of 
December 31, 2011, and the respective changes in financial position, and, where applicable, cash 
flows thereof for the year then ended in conformity with accounting principles generally accepted in 
the United States of America. 
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In accordance with Government Auditing Standards, we have also issued a report dated September 28, 
2012, on our consideration of the Bank’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
internal control over financial reporting or on compliance.  That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be considered in assessing 
the results of our audit. 
 
Our audit did not include compliance testing of the 1602 Program. Per the U.S. Department of 
Treasury, the Program could be audited at the discretion of management. Management and its 
cognizant agency, Department of Interior, have decided that this Program did not need to be audited. 
 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis on pages 3 through 10 be presented to supplement the basic 
financial statements.  Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board, who considers it to be an essential part of 
financial reporting for placing the basic financial statements in an appropriate operational, economic, 
or historical context.  We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, 
which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial 
statements.  We do not express an opinion or provide any assurance on the information because the 
limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
The accompanying schedule of expenditures of federal awards is presented for purposes of additional 
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, 
Local Governments, and Non-Profit Organizations, and is also not a required part of the basic 
financial statements.  Such information is the responsibility of management and was derived from and 
relate directly to the underlying accounting and other records used to prepare the financial statements.  
The information has been subjected to the auditing procedures applied in the audit of the basic 
financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the financial 
statements or to the financial statements themselves, and other additional procedures in accordance 
with auditing standards generally accepted in the United States of America.  In our opinion, the 
schedule of expenditures of federal awards is fairly stated in all material respects in relation to the 
financial statements as a whole. 
 
 
 
Wexford, Pennsylvania 
September 28, 2012 
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Introduction 
 
This discussion and analysis of financial performance of the Development Bank of American Samoa 
(the “Bank”) provides an overview of the Bank’s financial activities for the fiscal year ended December 
31, 2011.  This analysis should be read in conjunction with the Bank’s financial statements, which 
follow this section.  Fiscal year 2010 comparative information has been included, wherever appropriate. 
 
The Bank was established by the Government of American Samoa in 1969 to provide a wide range of 
mortgage and commercial loans to the residents of American Samoa.  The Bank conducts its 
operations in accordance with the provisions of Title 28 of the American Samoa Code Annotated and 
operates with the following mission statement: “To serve the economic and social development needs 
of the community of American Samoa through affordable financial programs.” 
 
Unlike commercial banks, the Bank does not accept any deposits.  The business of the Bank is 
conducted under the governance of the Board of Directors of the Bank.  The Board of Directors 
consists of nine (9) members appointed by the Governor of American Samoa with approval from the 
Senate.  The Board of Directors elects a Chairperson, Vice Chairperson, Secretary, and Treasurer at 
the first meeting of each year. The President or Chief Executive Officer of the Bank is also appointed 
by the Governor, approved by the Board of Directors, and confirmed by the Senate.  The Board of 
Directors delegates the responsibility of managing the daily operations of the Bank to the President. 
 
The Bank currently operates four mortgage loan programs - Direct Mortgage Loan Program, 
Guaranteed Loan Program, Home Investment Partnership Program, and Veterans Affairs Home Loan 
Program. 
 
The Bank also manages four business or commercial loan programs - Direct Commercial Loan 
Program, Economic Development Revolving Loan Fund, Community Service Block Grant, and 
Community Development Block Grant.   In addition, the Bank operates the Student Loan Program on 
behalf of the American Samoa Government. 
 
In 2006, the Bank was appointed by the Governor as the State Housing Finance Agency with regard to 
the Section 42 Low Income Housing Tax Credit (“LIHTC”) Program.  Under this designation, in 2010 
the Bank applied for a grant from the U.S. Department of Treasury for funding under the Section 1602 
Grant in lieu of Low Income Housing Tax Credits.  The Bank was successful in exchanging American 
Samoa’s allocation of Federal Tax Credits for 2008 and 2009 and received $30,778,500 in grant funds 
which were fully sub-awarded in 2010 to local property owners for the construction of low-income 
rental units. 
 
Applications were accepted in September 2010 and the grant funds sub-awarded, through December 
2010, began construction of over 450 low income rental units.  Construction by the sub-awardees is 
on-going and expected to be completed by December 31, 2011. 
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Overview of the Financial Highlights 
 
The financial section on this annual report consists of three parts - management’s discussion and 
analysis, the basic financial statements, and the notes to the financial statements.  The basic financial 
statements include: the Statement of Net Assets, the Statement of Revenues, Expenses, and Changes 
in Net Assets, and the Statement of Cash Flows.   
 
The financial trend of the Bank can be understood by looking at the Statement of Net Assets and the 
Statement of Revenues, Expenses, and Changes in Net Assets.  These two reports will enable you to 
determine if the Bank is better off financially this year than it was in the past.   
 
The financial position of the Bank can be gauged by looking at the net assets and the changes in them 
during fiscal year 2011.  As time passes, increases or decreases in the Bank’s net assets will give you 
a good indication of whether its financial strength is improving or deteriorating.  You must also 
consider items that are not shown on these two financial reports such as loan guarantees (contingent 
liabilities) in order to assess the true financial condition of the Bank. 
 
The Statement of Revenues, Expenses, and Changes in Net Assets include all of the revenues and 
expenses of the Bank using the accrual basis of accounting.  All of the current year’s revenues and 
expenses are taken into account regardless of when the cash is received or paid by the Bank.   
 
The Bank has a majority ownership in the American Samoa Development Corporation (“ASDC”), a 
public corporation organized under the laws of American Samoa.  ASDC is governed by a Board of 
Directors.  The sole asset of ASDC is the Rainmaker Hotel which is a fully impaired asset. 
 

 For fiscal year (“FY”) 2011, the Bank reported an operating loss of $319,508 on an asset base 
of $22,787,178 as compared with an operating profit of $81,649 on an asset base of 
$22,659,211 for FY 2010.    

 The total net assets of the bank increased by 0.7% from $22,211,085 in FY 2010 to 
$22,369,017 in FY 2011, due mainly to capital grants of $477,440 received during the year. 

 The net value of the loan portfolio increased from $18,690,280 in FY 2010 to $19,184,559 in 
FY 2011 because of the increased number of loan disbursements made during the year. 

 The amount of total loans outstanding to employees, officers, directors, and their affiliated 
companies increased from $823,576 in FY 2010 to $1,012,097 in FY 2011. 

 The total amount of guarantee commitments under various loan guarantee programs stood at 
$121,275 at fiscal year end. 

 The Bank is currently unburdened by any short-term or long-term debt. 
 The amount of total federal awards or grants received by the Bank increased from $744,669 in 

FY 2010 to $760,781 in FY 2011. 
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Analysis of Financial Statements 
 

A summarized comparison of the Bank’s assets, liabilities and net assets for FY 2011 and FY 2010 is 
as follows: 
 

2011 2010

Current Assets  $      2,191,530  $      2,697,116 
Loans        19,184,559        18,690,280 
Capital Assets             458,556             518,327 
Other Assets             952,533             753,489 

Total Assets  $    22,787,178  $    22,659,212 

Current and Other Liabilities  $         418,161  $         448,127 

Total Liabilities             418,161             448,127 

Invested in Property and Equipment             458,556             518,327 
Unrestricted        21,910,461        21,692,758 

Total Net Assets        22,369,017        22,211,085 

Total Liabilities and Net Assets  $    22,787,178  $    22,659,212 

 
The total assets of the Bank exceeded its liabilities by $22,369,017 for FY 2011.  For FY 2011, the 
total assets were $22,787,178 while total liabilities were $418,161. About $19.2 million of the Bank’s 
unrestricted net assets were invested in loans.  Total unrestricted net assets at the end of 2011 were 
$21,910,461. 
 

 Current assets of the Bank including cash, restricted deposits, and short-term investments 
decreased from $2,697,115 in FY 2010 to $2,191,529 in FY 2011 due mainly to increased 
payments to employees and suppliers.  

 Net value of property and equipment decreased from $518,327 in FY 2010 to $458,556 in FY 
2011 due to the disposal of one vehicle and the depreciation charged during the year.  

 Other assets including accrued interest receivable adjusted for uncollectible amounts increased 
by $199,044 to $952,533 over FY 2010. The increase was mainly due to the increase in the 
interest receivables. 

 Net value of the loan portfolio after adjusting for loan losses was $19,184,559 in FY 2011 as 
compared with $18,690,280 in FY 2010.  The increase in the growth of the loan portfolio was 
a result of the increased number of loan disbursements.  There was no charged-off loan in FY 
2011 as compared to the total charge offs of $1,721,899 in FY 2010. 

 Total liabilities, which are primarily comprised of short-term liabilities, were $418,161 in FY 
2011 as compared with $448,126 in FY 2010.  The small proportion of the liabilities with 
respect to the net assets enabled the Bank to maintain a conservative leverage and to meet its 
short-term commitments when due. 
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 Unrestricted net assets of the Bank increased from $21,692,758 in FY 2010 to $21,910,461 in 
FY 2011, due mainly to capital grants received during the year. 

 
Capital Assets 
 
The capital assets of the Bank include the Lumana’i building, improvements, furniture, equipment, 
and vehicles.  As of December 31, 2011, the Bank’s capital assets amounted to $458,556 as compared 
with $518,327 as of December 31, 2010.  This represented a decrease of 11.5%.   
 
 
Federal Awards 
 

 The Bank received grant funding from various U.S. Federal Agencies during the FY 2011. The 
total grants received in FY 2011 were $760,781 as compared with $744,669 in FY 2010. 

 Of the $760,781 in grants, $283,341 was for operating purposes and $477,440 was for the loan 
programs. 

 The total loan disbursements under federal programs for FY 2011 stood at $1,522,925 as 
compared with $1,493,566 for FY 2010. 

 The Bank charged total administrative fees and other grant expenditures of $450,108 to 
various federal programs as shown in the Schedule of Expenditures of Federal Awards. 
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Statements of Revenues, Expenses, and Changes in Net Assets 
 
A summarized comparison of the Bank’s revenues, expenses, and changes in net assets for FY 
2011and FY 2010 is as follows: 
 

2011 2010

Interest Income  $         856,532  $      1,062,809 
Rental Income             333,937             348,854 
Loan Recoveries             250,847             204,950 
Gain on Disposal of Property and Equipment                 7,000               25,750 
Other Income & Operating Grants             746,275             815,065 

Total Revenues          2,194,591          2,457,428 

Salaries and Wages          1,621,680          1,468,891 
Depreciation and Amortization             107,980               82,403 
Professional and Board Fees             214,305             257,181 
Office Expenses             288,105             318,905 
Bad Debt             136,000             120,162 
Other Expenses             146,029             128,236 

Total Expenses          2,514,099          2,375,778 

Operating (Loss)/Profit           (319,508)               81,650 

Capital Grants             477,440             496,378 

Changes in Net Assets             157,932             578,028 

Total Net Assets - Beginning        22,211,085        21,633,057 

Total Net Assets - Ending  $    22,369,017  $    22,211,085 
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Statements of Revenues, Expenses, and Changes in Net Assets - Continued 
 

  With the adoption of the interest freeze policy, change in the ICT personnel, and the loan 
database being dynamic and unable to provide consistent accurate historical information, the 
Bank is unable to quantify the reasons for the decrease in interest income from $1,062,809 in 
FY 2010 to $856,532 in FY 2011.  

 Rental income decreased from $348,854 in FY 2010 to $333,937 in FY 2011 because of the 
reduction in the monthly rental paid by one of the two major tenants. 

 Loan recoveries increased by $45,897 as a result of recoveries from additional write offs made 
towards the year 2010. 

 Other income and operating grants, which consists mainly of loan and administrative fees, 
went down by $68,790 over FY 2010 because of the decrease in reimbursements from FEMA.    

 Salaries and wages, including leave benefits, increased by $152,788 due to pay increments for 
employees on the management team.    

 Depreciation and amortization expense increased by $25,577 due to depreciation charge on 
additional assets acquired during the year.   

 Professional and Board expenses fell from $257,181 in FY 2010 to $214,305 in FY 2011 due 
to the reduction in professional services related to the tsunami of 2009. 

 Office expenses, including service contracts, repairs and maintenance, office supplies, 
insurance, utilities, and ground lease decreased by $30,798 due to the decline in repairs and 
maintenance as well as contractual services.  

 Other expenses increased from $128,236 in FY 2010 to $146,029 in FY 2011 because of the 
increase in annual fees and travel expenses related to the Section 1602 program. 

 
The following table shows the Bank’s FY 2011 revenues by source of activities: 

Revenues Percentage

Interest Income - Loans  $         855,278 39%
Interest Income - Deposits and Money Markets                 1,254 0%
Rental Income             333,937 15%
Loan Recoveries             250,847 11%
Gain on Disposal of Property and Equipment                 7,000 0%
Other Income & Operating Grants             746,275 34%

 $      2,194,591 100%
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Economic Factors 

 
American Samoa’s economic system continues to experience a deteriorating trend in the aftermath of 
closure of the Van Camp Samoa Packing and downsizing of activities of the Star Kist Samoa. Tuna 
fishing and tuna processing plants represent the backbone of the private sector with canned tuna the 
primary export. Recently implemented financial crisis mitigation strategies will improve the 
Territory’s response to economic and financial challenges. It is therefore expected that inflation will 
rise by a minimum of 2 percent in the beginning of 2012. American Samoa imports approximately 98 
percent of all of its consumable goods. The threat of the federal deficit could significantly reduce the 
amount of federal financial assistance to the Territory of American Samoa which will materially 
deteriorate the Territory’s economic landscape with direct negative effects on the inflation rate.  
 
 
FY 2012 Budget 
 
The Bank expects an increase in revenues by 23% mainly due to an expected rise in bad debts 
recovery and other income as a result of expected charge offs in 2012. The total expenses for the year 
2012 are anticipated to remain the same at $2.3 million even though the total salaries and wages are 
projected to rise by 10.9% owing to pay increments for all employees. Also, capital grants are 
projected to remain unchanged at $1.1 million.  
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Contact for Information 
 
This financial report is intended to provide a general overview of the financial position of the Bank to 
various stakeholders including the American Samoa Government, customers, funding agencies, 
vendors, and creditors.  If you have any questions concerning the information provided in this report 
or need additional information, please contact the President, Development Bank of American Samoa, 
P.O. Box 9, Pago Pago, American Samoa, 96799. 
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Assets:
Cash and cash equivalents  $      2,127,710 
Restricted deposits               63,820 
Loans receivable, net of allowance for loan losses of $345,000        19,184,559 
Accrued interest receivable, net             850,819 
Property and equipment, net             458,556 
Due from other funds                 7,607 
Prepaid expenses and other receivables               94,107 

Total Assets  $    22,787,178 

Liabilities:
Accounts payable  $             8,242 
Accrued expenses             312,452 
Deferred income and fees               27,399 
Other liabilities               70,068 

Total Liabilities             418,161 

Net Assets:
Invested in property and equipment             458,556 
Unrestricted        21,910,461 

Total Net Assets        22,369,017 

Total Liabilities and Net Assets  $    22,787,178 

LIABILITIES AND NET ASSETS

ASSETS
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Revenues:
Interest:

Loans  $         855,278 
Time certifications of deposit and securities                 1,254 

Rental             333,937 
Gain on disposal of property and equipment                 7,000 
Asset management and administration fees             202,890 
Loan recoveries             250,847 
Operating grants             283,341 
Other             260,044 

Total Revenues          2,194,591 

Expenses:
Bad debt             136,000 
Board of Directors' expenses               57,134 
Depreciation and amortization             107,980 
Ground lease               13,824 
Insurance               75,556 
Office supplies               53,182 
Other             146,029 
Professional fees             157,171 
Repairs and maintenance               24,419 
Salaries and wages          1,621,680 
Service contracts               33,876 
Utilities               87,248 

Total Expenses          2,514,099 

Operating Income           (319,508)

Capital Grants             477,440 

Change in Net Assets             157,932 

Total Net Assets - Beginning of Year        22,211,085 

Total Net Assets - End of Year  $    22,369,017 

 



DEVELOPMENT BANK OF AMERICAN SAMOA 
STATEMENT OF CASH FLOWS 

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 
YEAR ENDED DECEMBER 31, 2011 

 

The accompanying notes are an integral part of this financial statement. 
 

-13- 

Cash Flows from Operating Activities:
Receipts from customers  $         682,492 
Receipts from operating grants             335,216 
Rental income             694,871 
Other income             283,341 
Payments to employees        (1,645,279)
Payments to suppliers           (662,179)

Net Cash Used in Operating Activities           (311,538)

Cash Flows from Investing Activities:
Proceeds from disposal of property and equipment                 7,000 
Increase in restricted deposits             218,733 
Net decrease in loans           (630,279)
Purchases of property and equipment             (48,209)

Net Cash Used in Investing Activities           (452,755)

Cash Flows from Capital and Related Financing Activities:
Receipts from capital grants             477,440 

Net Cash Provided by Capital and Related Financing Activities             477,440 

Decrease in Cash and Cash Equivalents           (286,853)

Cash and Cash Equivalents - Beginning of Year          2,414,563 

Cash and Cash Equivalents - End of Year  $      2,127,710 

Reconciliation of Operating Loss to Net Cash Used in Operating Activities:
Operating loss  $       (319,508)
Adjustments to reconcile operating loss to net cash used in operating
  activities:

Depreciation and amortization             107,980 
Gain on disposal of property and equipment               (7,000)
Bad debt             136,000 

Changes in assets and liabilities:
Accrued interest receivable           (174,042)
Prepaid expenses and other receivables             (24,324)
Due from other funds                  (680)
Accounts payable and accrued expenses             (18,829)
Deferred income and fees             (15,588)
Other liabilities                 4,453 

Net Cash Used in Operating Activities  $       (311,538)
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NOTE 1 - DESCRIPTION OF BUSINESS 
 
The Development Bank of American Samoa (the “Bank”) was established by the American Samoa 
Government (“ASG”) in 1969 solely for the benefit of the citizens of American Samoa.  Although 
the Bank was created by the ASG, it is independent, with a distinct character and organization.  The 
ASG cannot impress its will upon the Bank and receives no financial benefit or burden from the 
Bank.  In addition, the law provides that liabilities incurred by the Bank be satisfied from its assets 
and that no person shall have any right of action against the ASG on account of the Banks debts, 
obligations, or liabilities.  As a result of these distinctions, the Bank is not considered a related 
organization of the ASG and its financial position and results of its operations are not included in 
the ASG’s basic financial statements. 
 
The Bank serves as a lending facility for the citizens of American Samoa through the following 
programs:  
 
Guaranteed Loan Program - The Guaranteed Loan Program is provided in connection with a 
commercial bank located in American Samoa to provide funding for the construction of homes and 
home improvements, as well as funding for certain commercial purposes.  Loans are underwritten 
and approved by the Bank, as well as reviewed and approved by the commercial bank prior to 
origination. Loan disbursing and loan servicing are performed by the commercial bank.  The Bank 
is required to keep an amount on deposit with the commercial bank equal to 25% of the outstanding 
loan balance and is required to repurchase a loan from the commercial bank after the loan becomes 
greater than 180 days delinquent, subsequent to the performance of certain collection procedures by 
the commercial bank.  
 
U.S. Department of Agriculture (“USDA”) Farm Service Agency (“FSA”) Loan Guaranty Program - 
The USDA FSA accepts and processes applications for its FSA loan program.  Once approved, FSA 
requests that the Bank guarantee the loans.  The Bank reviews FSA’s assessment and approves or 
declines to guarantee. 
 
The Memorandum of Agreement with FSA details the loan limits ($10,000 in general, up to $50,000 
on a case by case basis), total aggregate amount of the Bank guaranty ($100,000), and terms by which 
FSA can call the guaranty. The Bank receives a fee for each loan guaranteed (5% of loan amount) and 
is not required to keep funds on deposit to secure the guaranty.   
 
Home Investment Partnership Program - The Home Investment Partnership (“HOME”) Program 
was established through an appropriation from the U.S. Department of Housing and Urban 
Development to the ASG Department of Commerce.  The Bank is a pass-through subrecipient of 
these funds and administers the HOME Program under a memorandum of understanding with the 
ASG Department of Commerce.  The HOME Program was established to improve the housing 
conditions of lower income families by eliminating serious health and safety defects in single-
family owner-occupied houses and to bring assisted housing units to a decent, safe, and sanitary 
condition through the origination of low-interest rate loans. 
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NOTE 1 - DESCRIPTION OF BUSINESS - Continued 
 
Economic Development Revolving Loan Fund - The Economic Development Revolving Loan 
Fund (“EDRLF”) Program was established through an appropriation from the U.S. Department of 
Commerce Economic Development Administration to the ASG Department of Commerce.  The 
Bank is a pass-through subrecipient of these funds and administers the EDRLF Program under a 
memorandum of understanding with the ASG Department of Commerce.  The purpose of the 
EDRLF Program is to assist the Territory of American Samoa to overcome specific capital market 
gaps and to encourage greater private sector participation in economic development activities, such 
as export development, small business entrepreneurial development, and privatization. 
 
Community Service Block Grant - The Community Service Block Grant was appropriated to the 
ASG Department of Commerce by the U.S. Department of Health and Human Services to provide a 
range of services and activities having a measurable and potentially major impact on causes of poverty 
in American Samoa, where poverty is a particularly acute problem.  The ASG Department of 
Commerce passed through a portion of this funding to the Bank as a subrecipient to lend funds to 
businesses in an attempt to encourage business investment in the private sector of the community. 
 
Community Development Block Grant - The Community Development Block Grant (“CDBG”) was 
appropriated to the ASG Economic Development and Planning Office by the U.S. Department of 
Housing and Urban Development to create a joint public program to facilitate the flow of debt capital 
to qualified commercial enterprises and potential borrowers to stimulate economic activity and 
employment opportunities. 
 
CDBG Decent Affordable Home Loan Program for the Most Needy – Annual funding of 
$200,000 for five years through December 31, 2010 is provided by ASG Department of 
Commerce to the Bank for the program.  $180,000 is used to fund a combination grant / loan 
program to assist applicants who earn 30% of median income with home rehabilitation and 
$20,000 of the annual funding is provided to the Bank to cover administrative costs. 
 
Direct Mortgage Loan Program - The Direct Mortgage Loan Program was established to provide 
funding for single-resident home construction in American Samoa. 
 
Home Improvement Loan Program - The Home Improvement Loan Program was established to 
provide low-interest rate loans to citizens of American Samoa to upgrade housing conditions 
throughout the territory. 
 
Commercial Loan Program - The Commercial Loan Program was established to assist the economy 
of American Samoa by making funds available to businesses at favorable interest rates.  This program 
is currently inactive and is not funding loans. 
 
Line of Credit Program - The Line of Credit Program was established to provide businesses in 
American Samoa with the ability to make draws for inventory and other operating equipment.  This 
program is currently inactive and is not funding any lines of credit. 
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NOTE 1 - DESCRIPTION OF BUSINESS - Continued 
 
Veteran’s Administration Home Improvement Loan Program - The Veterans Administration 
Home Improvement Loan Program was established by the U.S. Veteran’s Administration to provide 
low-interest rate loans to qualified borrowers in American Samoa.  The Bank receives an 
administration fee for providing underwriting and disbursement activities and does not service the 
loans in any way.  These loans are not reflected in the accompanying financial statements. 
 
Student Loan Program - The Student Loan Program was established by the ASG in 1997 to provide 
assistance to students attending off-island educational institutions.  The loans are funded completely 
by the ASG, and the Bank receives an annual fee to serve as the disbursing agent, as well as for 
performing loan documentation preparation and collection procedures.  These loans are not reflected 
in the accompanying financial statements. 
 
Grant in Lieu of Low Income Housing Tax Credit - In 2006, the Bank was appointed by the Governor 
as the State Housing Finance Agency with regard to the Section 42 Low Income Housing Tax Credit 
(“LIHTC”) Program.  Under this designation, during 2010 the Bank applied for a grant from the U.S. 
Department of Treasury for funding under the Section 1602 Grant in Lieu of Low Income Housing 
Tax Credits.  The Bank was successful in exchanging American Samoa’s allocation of Federal Tax 
Credits for 2008 and 2009 and received $30,778,500 in grant funds which were fully sub-awarded in 
2010 to local property owners for the construction of low-income rental units.  These loans are not 
reflected in the accompanying financial statements. 
 
Applications were accepted in September 2010 and the grant funds sub-awarded, through December 
2010, began construction of over 450 low income rental units.  Construction by the sub-awardees is 
on-going and expected to be complete by December 31, 2012. 
 
In addition to its lending activities, the Bank owns and operates the Lumana’i Building, a 
commercial retail property on the island of Tutuila and is a majority shareholder in the American 
Samoa Development Corporation (“ASDC”) (See Page 4).  These financial statements reflect only 
the operating activity of the Bank and do not include the activity of ASDC. 
 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Bank have been prepared in conformity with accounting principles 
generally accepted in the United States of America using the accrual basis of accounting. 
 
Restricted Deposits - Restricted deposits represent amounts that the Bank is required to keep on 
deposit with Solomon Smith Barney and the ANZ Amerika Samoa Bank as security for the Rural 
Housing Service Program and loan guarantee agreement. 
 
Loans - The Bank provides several types of financing, including lines of credit and commercial and 
mortgage loans. Loans are reported at their principal amounts outstanding. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
Loans also include repurchased loans under the terms of the loan guarantee programs with 
correspondent banks and are valued at the basis of the loan purchased from the commercial banks.  
The repurchased loans are generally collateralized by chattel mortgages or houses located on 
communal lands. 
 
Interest on loans is credited to income as it is earned.  The Bank generally ceases the accrual of 
interest on loans when they become 90 days past due or when there is reasonable doubt as to 
collectibility. Subsequent recognition of interest income for such loans is generally on the cash 
basis.  Loans not accruing interest (nonaccrual loans) are generally returned to accrual status when 
full payment of outstanding principal and interest is expected. 
 
Allowance for Loan and Interest Losses - The allowance for loan and interest losses is maintained at a 
level which, in management’s judgment, is adequate to absorb credit losses inherent in the loan 
portfolio.  The amount of the allowance is based on management’s evaluation of the collectability of 
the loan portfolio, including the nature of the portfolio, credit concentrations, trends in historical loss 
experience, specific impaired loans, economic conditions, and other risks inherent in the portfolio.  
 
Allowances for impaired loans are generally determined based on collateral values or the present 
value of estimated cash flows.   The allowance is increased by a provision for loan losses, which is 
charged to expense and reduced by charge-offs, net of recoveries.  Changes in the allowance relating 
to impaired loans are charged or credited to the provision for loan losses.  Because of uncertainties 
inherent in the estimation process, management’s estimate of credit losses inherent in the loan 
portfolio and the related allowance may change, however, the amount of the change cannot be 
estimated.   
 
Loan Guarantee Reserve - A reserve has been provided for potential losses which may result from 
loans that the Bank has guaranteed.  The adequacy of this reserve is based upon managements 
evaluation of the guaranteed loan portfolio, including actual loss experience to date, analysis of 
potential problem loans, and inherent risk in the guaranteed loan portfolio. 
 
Deferred Loan Guarantee Fees - Deferred loan guarantee fees are deferred and amortized on a 
straight-line basis over the estimated life of the guaranteed loan. 
 
Property and Equipment - Building improvements, furniture, and equipment are carried at cost.  
Depreciation is computed using the straight-line method over the estimated useful lives of the assets; 
leasehold improvements are amortized over the term of the lease or estimated useful life of the 
improvements, which ever is shorter.  The cost of property and equipment retired or otherwise 
disposed and the related accumulated depreciation and amortization are removed from the accounts 
and any resulting gain or loss is reflected in current operations. 
 
Accrued Expenses - Accrued expenses include amounts for compensated absences relating to services 
already rendered for which the Bank will compensate its employees either through paid time off or 
cash payment at termination or retirement. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
Income Taxes - As a related organization of the ASG, the Bank is exempt from any income taxes on 
its operations or activities. 
 
Net Assets - Pursuant to the American Samoa Code, Annotated, the Bank is restricted with respect 
to the amount of loans which may be guaranteed and the amount of loans outstanding to any one 
borrower. In order to conform with the charter provisions setting forth these limitations which are 
based on capital and surplus, the Board of Directors of the Bank established classifications of fund 
equity as capital grants from the U.S. Government, and retained earnings. 
 
Use of Estimates - The preparation of the financial statements requires management to make a 
number of estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period.  Actual results could differ from 
those estimates. 
 
 
NOTE 3 - NATURAL DISASTER 
 
On September 29, 2009 a powerful tsunami, triggered by an 8.3 magnitude earthquake, hit American 
Samoa.  More than 30 lives were lost and millions of dollars in damage and destruction left the island 
decimated.  The ASG and the U.S. Government declared American Samoa a disaster zone.   
 
The Bank’s headquarters was destroyed by the tsunami waters which reached the roof of the 
headquarters building.  Consequently, computers, paper files, and storage facilities in the building 
were submerged under seawater and marine debris for a length of time and many original documents 
were either lost or severely damaged. 
 
Recovery period for a new building for the Bank and its operations is expected to require 18 months 
(January 2010 through June 2011) and cost in excess of $3,200,000.  In addition, the Bank estimates 
that it will require an infusion of $20,000,000 to attain operational sustainability: $10,000,000 to 
replace capital that has been used to cover annual losses and $10,000,000 to expand the Bank’s asset 
portfolio. 
 
As of December 31, 2011 the Bank received $285,407 of federal funding through ASG for the 
replacement of lost furniture and equipment. 
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NOTE 4 - LOANS RECEIVABLE  
 
Loans receivable as of December 31, 2011 are summarized as follows: 
 

Mortgage and home improvement - secured  $    14,575,913 
Commercial          3,236,225 
Home improvement - unsecured          1,717,421 

       19,529,559 

Less:  Allowance for loan losses           (345,000)

 $    19,184,559 

 
Mortgage loans generally consist of construction and home improvement loans secured by land and 
single-family residences.  Commercial loans are business loans secured by building and equipment 
or furniture and fixtures. 
 
From time to time, the Bank will renegotiate loans to extend their terms.  These arrangements do 
not involve concessions with respect to interest rates or forgiveness of principal amounts 
outstanding.  The amount of loans outstanding as of December 31, 2011 for which such 
arrangements have been made during 2011 was $1,060,579. 
 
The Bank conducts all of its lending activities within American Samoa. 
 
The Bank has made loans to employees, officers, directors, and their affiliated companies based on 
the prevailing loan terms available.  The amount of loans outstanding to employees, officers, 
directors, and their affiliated companies as of December 31, 2011 was $1,062,360. 
 
 
NOTE 5 - ALLOWANCE FOR LOAN AND INTEREST LOSSES 
 
The activity in the loan and interest losses is summarized as follows: 
 

 Loan 
Allowance 

 Interest 
Allowance 

Beginning balance, January 1, 2011  $         217,000  $             9,000 
Provisions for losses             128,000                 8,000 

Ending balance, December 31, 2011  $         345,000  $           17,000 
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NOTE 6 - LOAN GUARANTEES 
 
Guaranteed Loan Program - The Bank, through the Guaranteed Loan Program, has entered into a 
loan guarantee agreement with the ANZ Amerika Samoa Bank.  The total amount of potential 
guarantee commitments under this Program was $121,275 as of December 31, 2011.  The amount 
of loans funded and outstanding under these agreements is at the discretion of Bank management 
with the approval of the Bank’s Board of Directors. These agreements were secured by certificates 
of deposit and investments totaling $132,149 as of December 31, 2011. 
 
 
NOTE 7 - CASH AND CASH EQUIVALENTS  
 
The carrying amount of cash and cash equivalents and restricted deposits held by financial 
institutions as of December 31, 2011 was $2,191,530.  As of December 31, 2011, $463,603 of the 
Bank’s cash and cash equivalents were classified as restricted deposits.  The amounts are 
categorized as follows: 
 

Insured money market accounts  $      2,127,710 
Amounts uncollateralized and uninsured               63,820 

 $      2,191,530 

 
 
NOTE 8 - PROPERTY AND EQUIPMENT  
 

Property and equipment consists of the following as of December 31, 2011: 
 

Lumana'i building  $      1,699,916 
Furniture and equipment             289,513 
Vehicle             106,000 
Leasehold improvements               58,968 

         2,154,397 

Less: Accumulated depreciation and amortization        (1,695,841)

 $         458,556 
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NOTE 9 - COMMITMENTS AND CONTINGENCIES 
 
As of December 31, 2011, the Bank was committed to lend $163,000 on approved loans.  These loans 
have not been signed, closed, or disbursed as of December 31, 2011. 
 
The Bank leases the land on which the Lumana’i Building is situated from the ASG. The lease 
agreement expires on December 16, 2055.  Monthly rent is $1,152 and is subject to renegotiation at 
three-year intervals.  Lease expense totaled $13,824 for the year ended December 31, 2011. 
 
The Bank leases office space to tenants of the Lumana’i Building under noncancelable leases, which 
expire on various dates through 2014.  Most of the leases require the tenants pay base rent, plus 
certain utility charges. 
 
Future minimum lease commitments and future minimum lease income are as follows: 
 

Year ending December 31,
Minimum

Lease Payment
Minimum

Lease Income

Net Minimum 
Lease Income/

(Expense)

2012  $           13,824  $         148,491  $         162,315 
2013               13,824             105,950             119,774 
2014               13,824                 7,500               21,324 
2015               13,824                         -               13,824 
2016               13,824                         -               13,824 

Thereafter             539,136                         -             539,136 

$         608,256 $         261,941  $         870,197 

 
 
NOTE 10 - RETIREMENT FUND 
 
The Bank is a member of the American Samoa Government Employees Retirement Fund (the 
Fund). The Fund is a cost-sharing, multiple-employer, contributory defined-benefit retirement 
fund which was established in 1971 to provide retirement annuities to the employees of the ASG.  
Virtually all full-time Bank employees are covered by the Fund.  The Fund issues a comprehensive 
annual financial report that is available to the public.  That report may be obtained by writing to 
the Fund at the American Samoa Government Retirement Office. 
 
Normal retirement begins for participants attaining the age of 65 who have completed 5 years of 
service or at age 55 with 30 years or more of service.  Early retirement can begin at age 55 if the 
participants have 10 or more years of service; however, retirement benefits are reduced. Mandatory 
retirement is at age 70 with 5 years of service.  Upon retirement, employees are entitled to receive 
an annual service retirement annuity equal to 2% of the average annual salary multiplied by the 
number of service years up to a maximum of 30 years (from 10% to 60% or the average annual 
salary based upon years of service).  The average annual salary is the average of the 3 highest 
average annual salaries during the last 10 years of service.  The minimum annual benefit is $600.  
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NOTE 10 - RETIREMENT FUND - Continued 
 
The value of the participant’s individual account is payable at the participant’s option either as a 
single-life annuity or as a qualified joint and survivor annuity.  A surviving spouse of an active 
participant who dies before retirement, but after attaining eligibility for retirement, may receive 
either a refund of employee contributions with interest or a life annuity equal to one half the 
retirement annuity that would have been paid to the deceased participant. 
 
The Bank has agreed to contribute amounts as provided by American Samoa Government Code 
Section 7.1433 to the Fund each year on an actuarially determined basis and as approved by the 
Fund’s board of trustees.  The contribution rate is 8% of employee regular earnings excluding 
overtime.  Each member of the Fund contributes 3% of earnings and earns interest at 5% 
compounded annually. Employee contributions are made through payroll deductions.  Employee 
contributions and the related interest earned are refunded in full to members whose employment is 
terminated for any reason other than retirement and as a death benefit to the survivors of deceased 
employees not yet eligible for retirement.  Employees are fully vested in the employer portion, 
payable as a retirement annuity after ten years of participation in the Fund.  The Fund utilizes the 
frozen entry age actuarial cost method and the level dollar of project payroll for funding 
requirements. The unfunded actuarial accrued liability is amortized over 15 years (closed basis). 
 
The total payroll for the Bank, not including contract specialists, for the year ended December 31, 
2011 was $1,374,147.  All career service employees of the Bank as of December 31, 2011 were 
covered by the Fund. Contributions made for the year ended December 31, 2011 was $85,320, 
which was equal to the annual required contributions. Measurement of assets and actuarial 
valuations are made for the entire Fund and are not separately computed for individual participating 
employers such as the Bank. 
 
 
NOTE 11 - CONCENTRATIONS OF CREDIT RISK 
 
The Bank conducts all of its lending activities within the Territory of American Samoa and a 
significant portion of its borrowers are employees of the ASG.  As such, borrowers’ ability to repay 
loans may be affected by the economic climate of American Samoa or the financial position of the 
ASG. 
 
 
NOTE 12 - SUBSEQUENT EVENTS 
 
Management has evaluated subsequent events through September 28, 2012, the date the financial 
statements were available to be issued and determined that no material subsequent events have 
occurred. 
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REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED 

ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE 
WITH GOVERNMENT AUDITING STANDARDS 

 
The Board of Directors 
Development Bank of American Samoa 
Pago Pago, American Samoa 
 
We have audited the financial statements of the Development Bank of American Samoa (the “Bank”) 
as of and for the year ended December 31, 2011, which collectively comprise the Bank’s basic 
financial statements and have issued our report thereon dated September 28, 2012.  We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and 
the standards applicable to financial audits contained in Government Auditing Standards, issued by 
the Comptroller General of the United States. 
 
Internal Control over Financial Reporting 
 
Management of  the Bank is responsible for establishing and maintaining effective internal control 
over financial reporting.  In planning and performing our audit, we considered the Bank’s internal 
control over financial reporting as a basis of designing our auditing procedures for the purpose of 
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion 
on the effectiveness of the Bank’s internal control over financial reporting.  Accordingly, we do not 
express an opinion on the effectiveness of the Bank’s internal control over financial reporting.   
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent or 
detect and correct misstatements on a timely basis.  A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a 
material misstatement of the entity’s financial statements will not be prevented, or detected and 
corrected on a timely basis. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal control 
over financial reporting that might be deficiencies, significant deficiencies, or material weaknesses.  
We did not identify any deficiencies in internal control over financial reporting that we consider to be 
material weaknesses, as defined above . However, we identified certain deficiencies in internal control 
over financial reporting, described in the accompanying schedule of findings and questioned costs 
Finding No. 11-FS-1 that we consider to be significant deficiencies in internal control over financial 
reporting. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance.  
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Bank’s  financial statements 
are free of material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of financial statement amounts.  However, 
providing an opinion on compliance with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion.  The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
 

We noted certain matters that we reported to management of the Bank, in a separate letter dated 
September 28, 2012. 

 
This report is intended solely for the information and use of the Board of Directors, audit committee 
of the Board of Directors, management, and federal awarding agencies and pass-through entities and 
is not intended to be and should not be used by anyone other than these specified parties. 

 
 
 
Wexford, Pennsylvania 
September 28, 2012 



 

 

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH 
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH 

MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE 
IN ACCORDANCE WITH OMB CIRCULAR A-133 

 
The Board of Directors 
Development Bank of American Samoa  
Pago Pago, American Samoa 
 
Compliance 
 
We have audited the Development Bank of American Samoa’s (the “Bank”) compliance with the 
types of compliance requirements described in the OMB Circular A-133 Compliance 
Supplement that could have a direct and material effect on each of the Bank’s major federal 
programs for the year ended December 31, 2011. The Banks major federal programs are 
identified in the summary of auditors results section of the accompanying schedule of findings 
and questioned costs. Compliance with the requirements of laws, regulations, contracts, and 
grants applicable to each of its major federal programs is the responsibility of the Banks 
management. Our responsibility is to express an opinion on the Bank’s compliance based on 
our audit.  
 
We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States of America; the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United 
States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations.  Those standards and OMB Circular A-133 require that we plan and perform 
the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a 
major federal program occurred.  An audit includes examining, on a test basis, evidence about 
the Bank’s compliance with those requirements and performing such other procedures as we 
considered necessary in the circumstances.  We believe that our audit provides a reasonable 
basis for our opinion.  Our audit does not provide a legal determination of the Bank’s 
compliance with those requirements. 
 
In our opinion, the Bank complied, in all material respects, with the compliance requirements 
referred to above that could have a direct and material effect on each of its major federal 
programs for the year ended December 31, 2011.  The results of our auditing procedures did 
not disclose any instances of noncompliance with those requirements, which are required to be 
reported in accordance with OMB Circular A-133. 
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Internal Control over Compliance 
 
Management of the Bank is responsible for establishing and maintaining effective internal 
control over compliance with the requirements of laws, regulations, contracts, and grants 
applicable to federal programs. In planning and performing our audit, we considered the Banks 
internal control over compliance with the requirements that could have a direct and material 
effect on a major federal program to determine the auditing procedures for the purpose of 
expressing our opinion on compliance and to test and report on internal control over compliance in 
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance.  Accordingly, we do not express an opinion on the 
effectiveness of the Bank’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance 
requirement of a federal program on a timely basis. A material weakness in internal control over 
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such 
that there is a reasonable possibility that material noncompliance with a type of compliance 
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.  
 
Our consideration of internal control over compliance was for the limited purpose described in the 
first paragraph of this section and was not designed to identify all deficiencies in internal control 
over compliance that might be deficiencies, significant deficiencies, or material weaknesses.  We did 
not identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses, as defined above. 
 
This report is intended solely for the information and use of the Board of Directors, audit committee 
of the Board of Directors, management, and federal awarding agencies and pass-through entities and 
is not intended to be and should not be used by anyone other than these specified parties. 
 
 
 
Wexford, Pennsylvania 
September 28, 2012 
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Grantor/CFDA grantor’s program title 2011 2010

U.S. Department of Commerce:
Pass-through from American Samoa Government -
       Economic Adjustment Assistance 11.307  *  $                    -  $           35,550  $           53,926  $         305,496  $         364,163 

U.S. Department of Housing and Urban Development:
Pass-through from American Samoa Government -
       Community Development Block Grant 14.225  *  $                    -  $                    -  $             7,406  $           48,909  $           73,545 

       Community Development Block Grant 14.225 *              60,195            285,405              43,799            413,774            375,586 

Pass-through from American Samoa Government -
       HOME Investment Partnership 14.239  *             421,219             905,795               48,978          4,281,915          3,865,180 

Total U.S. Department of Housing and Urban
  Development  $         481,414  $      1,191,200  $         100,183  $      4,744,598  $      4,314,311 

U.S. Department of the Interior:
Pass-through from American Samoa Government -

Technical Assistance Grant - #OMIP-2008-3 15.875  $           10,000  $                    -  $           10,000  $                    -  $                    - 
Technical Assistance Grant - #OMIP-2009-1 15.875                 1,425                        -                 1,425                        -                        - 
Technical Assistance Grant - #TA-MCI-2010-3 15.875               14,191                        -               14,191                        -                        - 
Technical Assistance Grant - #TA-MCI-2010-4 15.875               13,994                        -               13,994                        -                        - 
Technical Assistance Grant - #TA-MCI-2009-6 15.875                    569                        -                    569                        -                        - 
Technical Assistance Grant - #OMIP-2009-2 15.875                 2,389                        -                 2,389                        -                        - 
Technical Assistance Grant - #TA-MCI-2010-4 15.875               29,211                        -               29,211                        -                        - 
Technical Assistance Grant - #TA-MCI-2010-3 15.875                 8,765                        -                 8,765                        -                        - 
Technical Assistance Grant - #TA-MCI-2008-3 15.875               14,902                        -               14,902                        -                        - 

Total U.S. Department of the Interior  $           95,446  $                    -  $           95,446  $                    -  $                    - 

Loans outstanding as of
December 31,

Administrative 
and other costs 
charged during 
the year ended 
December 31, 

2011

Loan 
disbursements 
made during 

the year ended 
December 31, 

2011

Federal funds 
received 

during the 
year ended 

December 31, 
2011

Federal 
CFDA 

number

* Denotes a major program.
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Grantor/CFDA grantor’s program title 2011 2010

U.S. Department of Labor:
Pass-through from American Samoa Government -
       ARRA - Workforce Initiative Act - Adult 17.258  $           24,854  $                    -  $           24,854  $                    -  $                    - 

U.S. Department of Education:
Pass-through from American Samoa Government -
       ARRA - State Fiscal Stabilization Fund 84.397A  $           41,094  $                    -  $           41,094  $                    -  $                    - 

U.S. Department of Health and Human Services:
Pass-through from American Samoa Government -

Community Services Block Grant - Business 93.569 *  $                    -  $         296,175  $           16,631  $         434,252  $         414,422 
Community Services Block Grant - Rainmaker
  Clean Up 93.569  *               75,000                        -               75,000                        -                        - 

Neighborhood Stabilization Program 93.569 *               42,974                        -               42,974                        -                        - 

Total U.S. Department of Health and
  Human Services  $         117,974  $         296,175  $         134,605  $         434,252  $         414,422 

Total Expenditures of Federal Awards  $         760,782  $      1,522,925  $         450,108  $      5,484,346  $      5,092,896 

* Denotes a major program.

Federal 
CFDA 

number

Federal funds 
received 

during the 
year ended 

December 31, 
2011

Loan 
disbursements 
made during 

the year ended 
December 31, 

2011

Administrative 
and other costs 
charged during 
the year ended 
December 31, 

2011

Loans outstanding as of
December 31,
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NOTE 1 - BASIS OF PRESENTATION  
 
The Schedule of Expenditures of Federal Awards is prepared using the accrual basis of accounting. 
 
 
NOTE 2 - MAJOR PROGRAMS 
 
The major programs included in the accompanying Schedule of Expenditures of Federal Awards are 
as follows: 
 

CFDA 
No.  Program 

 Loans 
Outstanding
and Grant 

Expenditures 

11.307  Economic Adjustment Assistance  $           359,422 
14.225  Community Development Block Grant               513,888 
14.239  Home Investment Partnership            4,330,893 
93.569  Community Services Block Grant               568,857 

 Total Major Programs Tested  $        5,773,060 

 Total Loans Outstanding and Grant Expenditures  $        5,934,454 

 Percentage of Loans Outstanding Tested 97%

 
 
 
NOTE 3 - OTHER PROGRAM NOT AUDITED 
 
Our audit did not include compliance testing of the 1602 Program. Per the U.S. Department of 
Treasury, the Program could be audited at the discretion of management. Management and its 
cognizant agency, Department of Interior, have decided that this Program did not need to be audited.
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PART I - SUMMARY OF AUDITORS’ RESULTS 
 
Financial Statements 
Type of auditors’ report issued: Qualified 
 
Internal control over financial reporting: 
 

 Material weakness(es) identified?   yes  √ no 
 Significant deficiency(ies) identified that 
 are considered to be material weakness(es)?  √ yes   no 
 Noncompliance material to financial statements noted?   yes  √ no 

 
Federal Awards  
Internal control over major programs: 

 
 Material weakness(es) identified?   yes  √ no 
 Significant deficiency(ies) identified that 
 are considered to be material weakness(es)?   yes  √ no 

 
Type of auditors’ report issued on compliance for major programs: Unqualified 
 
Any audit findings disclosed that are required to be reported in 

accordance with section 510(a) of Circular A-133?   yes  √ no 
 
Identification of major programs: 
 

CFDA Number Federal Program 
 
 U.S. Department of Commerce 
 11.307 Economic Adjustment Assistance 
 
 U.S. Department of Housing and Urban Development 
 14.225 Community Development Block Grant 
 14.239 Home Investment Partnership 
 
 U.S. Department of Health and Human Services 
 93.569 Community Services Block Grant - Business 
 93.569 Community Services Block Grant – Rainmaker Clean Up 
 93.569 Neighborhood Stabilization Program 

 
Dollar threshold used to distinguish between type A and type B programs? $300,000 
 
Auditee qualified as low-risk auditee?  √ yes   no 
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PART II - FINANCIAL STATEMENT FINDINGS 
 
11 FS-1   Requirement:  Adequate internal controls and accounting procedures of an organization 

prevents misstatements from occurring and not being detected in the underlying accounting 
records in conformity with accounting principles generally accepted in the United States of 
America. 

 
 Condition:  There was a failure in the operation of internal control related to the carrying 

amounts of the loans receivable, accrued interest receivable and interest earned on loans as 
of December 31, 2011 and for the year then ended based on management’s inability to 
provide accurate information for these accounts. 

 
  Cause:  The internal control failure in the daily operations related to the general ledger 

accounts noted above are attributed to a change in ICT personnel during 2011 and a freeze 
on certain loans relating to interest payments during 2011. 

 
  Effect: Internal controls are not operating as intended to prevent misstatements from 

occurring and not being detected in a timely manner and the information reported cannot be 
relied upon related to the carrying amounts of loans receivable, accrued interest receivable 
and interest earned on loans. 

 
 Recommendation: It is critical that management determine the proper account balances of 

the loans receivable, accrued interest receivable and interest earned on loans and have the 
related internal controls modified to prevent future misstatements. 

 
 Auditee Response and Corrective Action Plan: Management agrees with this finding and 

is currently working with their software vendor to determine which modifications to the 
accounting software package would allow proper reporting of the carrying amounts of the 
loans receivable, accrued interest receivable and interest earned on loans. 

 
 Contact: Pemerika Su’emai, Finance Manager, Development Bank of American Samoa 
  Phone: 684.633.4031  
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PART III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 
 
There are no findings to report. 
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There were no findings reported in the prior year. 




