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INDEPENDENT AUDITORS’ REPORT 
 
 
 
To the Board of Directors 
Development Bank of American Samoa Pago Pago, American Samoa 
 
Report on the Financial Statements 
 
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, 2012, and the related notes to the 
financial statements, which collectively comprise the Bank’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements  
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial  statements that are free from material misstatement, whether due to 
fraud or error. 
 
Auditors’ Responsibility 
 
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 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 from 
material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions. 
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Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the Bank, as of December 31, 2012, and the respective changes in 
financial position, and, where applicable, cash flows thereof for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and budgetary comparison information on pages 4 through 11 
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. 
 
Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Bank’s basic financial statements. 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 relates directly to the underlying 
accounting and other records used to prepare the basic 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 basic financial statements or to the basic 
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 basic financial 
statements as a whole. 
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated April 4, 
2013, 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 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the Bank's internal 
control over financial reporting and compliance. 
 
Our audit did not include compliance testing of the 1602 Program.  Per the United States 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. 
 
 
 
Wexford, Pennsylvania 
April 4, 2013 
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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, 2012.  This analysis should be read in conjunction with the Bank’s financial statements, which 
follow this section.  Fiscal year 2011 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 five housing loan programs - Direct Home Loan Program, Guaranteed 
Loan Program (GLP), HOME Investment Partnership Program (HUD), Community Development 
Block Grant Descent Affordable Housing Loan Program (CDBG DAHLP), and Veterans Affairs 
Home Loan Program (VA). 
 
The Bank also manages five business or commercial loan programs - Direct Commercial Loan 
Program, Direct Micro-Loan Program, Economic Development Revolving Loan Fund (EDARLF), 
Community Service Block Grant Revolving Loan Fund (CSBGRLF), and Community Development 
Block Grant (CDBGRLF).   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 $30,778,499 in grant funds 
which were fully sub-awarded in 2010 to local property owners for the construction, acquisition, or 
rehabilitation of low income rental units. The Bank tracks the disbursements of the grant funds to the 
sub-awardees.  The Bank receives a management fee for the administration of the low income housing 
program.  Administration includes the overseeing of rentals and receiving a compliance monitoring 
fee of $40 per year per unit for each project owner.  
 
Applications for Section 1602 sub-awards were accepted beginning in September 2010 and all sub-
awards were made by December 31, 2010. Grant funds were then fully disbursed by December 31, 
2011. Over 450 low income rental units are to be built through the Section 1602 program. 
Construction by some sub-awardees is ongoing and expected to be completed in 2013.  
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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 Position, 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 Position 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 2012.  As time passes, increases or decreases in the Bank’s net position 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 Position 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. 
 

Highlights are as follows: 
 

 For fiscal year (“FY”) 2012, the Bank reported an operating loss of $1,041,199 on an asset 
base of $21,744,085 as compared with an operating loss of $803,729 on an asset base of 
$22,302,957 for FY 2011.  The increase resulted from the decline in total revenues by 
$124,156 while total expenses went up by $113,314.  Total revenues fell due mainly to the 
decrease in operating grants, other income, and administrative fees, while total expenses 
increased due mainly to the increase in salaries and other expenses.  

 The total net assets of the bank decreased by 2.8 percent from $21,884,796 in FY 2011 to 
$21,268,488 in FY 2012, due mainly to the decrease in administrative fee income, other 
income, and operating grants. 

 The net value of the loan portfolio increased from $19,184,559 in FY 2011 to $19,299,504 in 
FY 2012 because of the increased amount of loan disbursements made during the year. 

 The amount of total loans outstanding to employees, officers, directors, and their affiliated 
companies decreased from $1,012,097 in FY 2011 to $690,064 in FY 2012. 

 The total amount of guarantee commitments under various loan guarantee programs stood at 
$69,602 at fiscal year end. 

 The Bank is currently unburdened by any short-term or long-term debt as indicated by a much 
lower degree of leverage.  

 The amount of total federal awards or grants received by the Bank decreased from $760,781 in 
FY 2011 to $499,674 in FY 2012 due mainly to the decrease in operating grants by $208,559.  
Operating grants dropped significantly because of the decrease in grants for reimbursements of 
expenses for the Section 1602 program, Rainmaker clean-up project, and recovery of data lost 
in the 2009 tsunami. 
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 The Bank adopted in 2011 the interest-freeze policy in which the entire repayment would be 
applied to the principal balance until it is reduced by 40-60 percent. The interest continues to 
accrue on the principal. This has had a negative impact on the Bank’s income as the interest is 
calculated on the reduced principal amount.  

 Interest receivable as of December 31, 2011 was over-accrued by $484,221 due to the 
miscalculation of interest income. The effect of this adjustment was a decrease in the Net 
Position and Interest Receivable (Net Assets) for 2011. 
 

Analysis of Financial Statements 
 
A summarized comparison of the Bank’s assets, liabilities and net position for FY 2012 and FY 2011 
is as follows: 

2012
2011

(Restated)

Current Assets  $      1,434,813  $      2,191,530 
Loans        19,299,504        19,184,559 
Capital Assets             605,230             458,556 
Other Assets             404,538             468,312 

Total Assets  $    21,744,085  $    22,302,957 

Current and Other Liabilities  $         475,597  $         418,161 

Total Liabilities             475,597             418,161 

Invested in Property and Equipment             605,230             458,556 
Unrestricted        20,663,258        21,426,240 

Total Net Position        21,268,488        21,884,796 

Total Liabilities and Net Position  $    21,744,085  $    22,302,957 

 
The total assets of the Bank exceeded its liabilities by $21,268,488 for FY 2012.  For FY 2012, the 
total assets were $21,744,085 while total liabilities were $475,597. About $19.3 million of the Bank’s 
unrestricted net assets were invested in loans.  Total unrestricted net position at the end of 2012 was 
$20,663,258. 
 

 Current assets of the Bank including cash, restricted deposits, and short-term investments 
decreased from $2,191,530 in FY 2011 to $1,434,813 in FY 2012 due mainly to increased loan 
disbursements (approximately $600,000 net) as well as the acquisition of fixed assets 
(approximately $260,000).  

 Net value of property and equipment increased from $458,556 in FY 2011 to $605,230 in FY 
2012 due to the construction of the Bank’s new main office in Pago Pago.  
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 Other assets including interest receivables adjusted for uncollectible amounts decreased from 
$468,312 in FY 2011 to $404,538 in FY 2012. The decrease was mainly due to the decrease in 
interest receivables as well as prepaid expenses. The allowance for doubtful interest increased 
by $200,880 due to the increased number of delinquent loans that were considered unsecured. 

 Net value of the loan portfolio after adjusting for loan losses was $19,299,504 in FY 2012 as 
compared with $19,184,559 in FY 2011.  The increase in the loan portfolio was a result of the 
increased amount of loan disbursements.  The amount of total loans charged off in FY 2012 
was $168,905. There was no charge-off in FY 2011. The allowance for doubtful loans 
increased significantly by $318,330 due to the fact that most of the delinquent loans were 
considered unsecured.   

 Total liabilities, which are primarily comprised of short-term liabilities, were $475,597 in FY 
2012 as compared with $418,161 in FY 2011.  The small proportion of the liabilities with 
respect to the net position enables the Bank to maintain a conservative leverage and to meet its 
short-term commitments when due. 

 Unrestricted net position of the Bank decreased from $21,426,240 in FY 2011 to $20,663,258 
in FY 2012, due mainly to its significant operating loss for the year. 

 
Capital Assets 
 
The capital assets of the Bank include the Lumana’i building, furniture, equipment, and vehicles.  As 
of December 31, 2012, the Bank’s capital assets amounted to $605,230 as compared with $458,556 as 
of December 31, 2011.  This represented an increase of 31.9 percent. 
 
Work on the construction of the new office building in Pago Pago is now in progress and is expected 
to be completed towards the end of the year 2013. The total cost of the new building is about $2.6 
million and funds for the project are provided by FEMA.  The total cost of work-in-progress as of 
December 2012 stood at $219,221.   
 
Federal Awards 
 

 The Bank received grant funding from various U.S. Federal Agencies during the FY 2012. The 
total grants received in FY 2012 were $499,674 as compared with $760,781 in FY 2011. 

 Of the $499,674 in grants, $74,783 was for operating purposes ($283,000 in 2011) and 
$424,891 was for the loan programs ($477,000 in 2011). 

 The total loan disbursements under federal programs for FY 2012 stood at $1,119,814 as 
compared with $1,522,925 for FY 2011. 

 The Bank charged total administrative fees and other grant expenditures of $198,360 to 
various federal programs as shown in the Schedule of Expenditures of Federal Awards. 

 For FY 2013, the Bank expects to receive $186,645 in grants from HUD to finance loan 
disbursements. The Bank also expects to receive funds from HUD for DAHLP and for Small 
Business Micro loans, amounting to $602,591. 
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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 position for FY 2012 
and FY 2011 is as follows: 
 

2012
2011

(Restated)

Interest Income  $      1,285,502  $         856,532 
Rental Income             341,074             333,937 
Loan Recoveries             227,941             250,847 
Gain on Disposal of Property and Equipment                         -                 7,000 
Other Income & Operating Grants             215,918             746,275 

Total Revenues          2,070,435          2,194,591 

Salaries and Wages          1,689,277          1,621,680 
Depreciation and Amortization             112,184             107,980 
Professional and Board Fees             233,357             214,305 
Office Expenses             257,262             288,105 
Bad Debt             633,784             620,221 
Other Expenses             185,770             146,029 

Total Expenses          3,111,634          2,998,320 

Operating (Loss)/Profit        (1,041,199)           (803,729)

Capital Grants             424,891             477,440 

Changes in Net Position           (616,308)           (326,289)

Net Position - Beginning        21,884,796        22,211,085 

Net Position - Ending  $    21,268,488  $    21,884,796 
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Statements of Revenues, Expenses, and Changes in Net Assets - Continued 
 

 Interest income increased significantly from $856,532 in FY 2011 to $1,285,502 in FY 2012 
due to the recalculation of interest on loans on which the accrued interest was frozen.   

 Rental income increased from $333,937 in FY 2011 to $341,074 in FY 2012 because of the 
increase in the monthly rental paid by two major tenants. 

 Loan recoveries decreased by $22,907 due to the decrease in the amount of repayments from 
several charged-off loans. 

 Other income and operating grants, which consists mainly of loan and administrative fees, 
went down by $537,357 over FY 2011 because of the dramatic decrease in operating grants by 
$208,559 as well as the significant decrease in administrative fees by $192,817.  No 
administrative fees for Section 1602 were collected in 2012 compared to $170,279 collected in 
2012.   

 Salaries and wages, including leave benefits, increased by $67,597 due to pay increments for 
all career service employees.    

 Depreciation and amortization expense increased slightly by $4,204 due to depreciation 
charges on additional assets acquired during the FY 2012.   

 Professional and Board expenses jumped from $214,305 in FY 2011 to $233,357 in FY 2012 
due mainly to the increase in the audit fees for prior year reporting issues. 

 Office expenses, including service contracts, repairs and maintenance, office supplies, 
insurance, utilities, and ground lease decreased by $30,843 due mainly to the decrease in 
contractual services related to computer services.   

 Other expenses increased from $146,029 in FY 2011 to $185,770 in FY 2012 because of the 
increase in travel expenses due to management and board trainings. 

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

Revenues Percentage

Interest Income - Loans  $      1,285,127 62%
Interest Income - Deposits and Money Markets                    375 1%
Rental Income             341,074 16%
Loan Recoveries             227,941 11%
Other Income & Operating Grants             215,918 10%

 $      2,070,435 100%

2012

 



DEVELOPMENT BANK OF AMERICAN SAMOA 
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED 

DECEMBER 31, 2012 

-10- 

2012 REVENUES BY SOURCES 

Interest Income -
Loans
62%

Interest Income -
Deposits and 

Money Markets
1%

Rental Income
16%

Loan 
Recoveries

11%

Other Income & 
Operating Grants

10%

 
 
Economic Factors 

 
American Samoa continues to face economic challenges in 2013. The territory’s small size and remote 
location pose severe natural constraints about which little can be done. However, many factors 
influencing the territory’s economic development can be influenced by human initiative. Tuna fishing 
and tuna processing plants represent the backbone of the private sector with canned tuna the primary 
export. To deal with economic challenges, the Government has implemented strategies to reduce 
unemployment rate and increase tourism in the territory. It is therefore expected that inflation will 
remain at 2 percent in 2013.  
 
FY 2013 Budget 
 
The Bank expects a decrease in total revenues by $334,576 from $2,328,476 due mainly to an 
expected fall in bad debts recovery and operating grants. The Bank did not budget for any operating 
grants for FY 2013 compared with the $232,436 budgeted for FY 2012.  The total expenses for the 
year 2013 are anticipated to increase by $296,619 from $2,328,476 due mainly to expected rise in 
salaries and wages, professional fees, and contractual services. Net position is projected to increase 
significantly by $1,514,805 due to the increase in capital grants. The Bank expects to receive from 
FEMA the amount of $2.6m to finance the construction of its new main office in Pago Pago.   
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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  $      1,370,615 
Restricted deposits               64,198 
Loans receivable, net        19,299,504 
Accrued interest receivable, net             339,290 
Property and equipment, net             605,230 
Due from other funds                 3,105 
Prepaid expenses and other receivables               62,143 

Total Assets  $    21,744,085 

Liabilities:
Accounts payable  $           36,418 
Accrued expenses             309,111 
Deferred income and fees               25,870 
Deferred revenues                    278 
Other liabilities             103,920 

Total Liabilities             475,597 

Net Position:
Invested in property and equipment             605,230 
Unrestricted        20,663,258 

Total Net Position        21,268,488 

Total Liabilities and Net Position  $    21,744,085 

LIABILITIES AND NET POSITION

ASSETS
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Revenues:
Interest:

Loans  $      1,285,127 
Time certifications of deposit and securities                    375 

Rental             341,074 
Asset management and administration fees               10,072 
Loan recoveries             227,941 
Operating grants               74,782 
Other             131,064 

Total Revenues          2,070,435 

Expenses:
Bad debt             633,784 
Board of Directors' expenses               62,601 
Depreciation and amortization             112,184 
Ground lease               13,824 
Insurance               94,585 
Office supplies               31,380 
Other             185,770 
Professional fees             170,756 
Repairs and maintenance               31,723 
Salaries and wages          1,689,277 
Service contracts                 5,562 
Utilities               80,188 

Total Expenses          3,111,634 

Operating Loss        (1,041,199)

Capital Grants             424,891 

Change in Net Position           (616,308)

Total Net Position - Beginning of Year:
As previously reported        22,369,017 
Prior period adjustment           (484,221)

Net Position - Beginning of Year as Restated        21,884,796 

Total Net Position - End of Year  $    21,268,488 
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Cash Flows from Operating Activities:
Receipts from customers  $      1,166,261 
Receipts from operating grants             338,984 
Rental income             383,975 
Other income               74,783 
Payments to employees        (1,787,760)
Payments to suppliers           (495,695)

Net Cash Used in Operating Activities           (319,452)

Cash Flows from Investing Activities:
Purchases of property and equipment           (260,632)
Proceeds from disposal of property and equipment                    657 
Increase in restricted deposits                  (379)
Loan disbursements        (2,867,989)
Proceeds from loan repayments          2,265,809 

Net Cash Used in Investing Activities           (862,534)

Cash Flows from Capital and Related Financing Activities:
Receipts from capital grants             424,891 

Net Cash Provided by Capital and Related Financing Activities             424,891 

Decrease in Cash and Cash Equivalents           (757,095)

Cash and Cash Equivalents - Beginning of Year          2,127,710 

Cash and Cash Equivalents - End of Year  $      1,370,615 

Reconciliation of Operating Loss to Net Cash Used in Operating Activities:
Operating loss  $    (1,041,199)
Adjustments to reconcile operating loss to net cash used in operating
  activities:

Depreciation and amortization             112,184 
Loss on disposal of property and equipment                 1,117 
Bad debt             633,784 

Changes in assets and liabilities:
Accrued interest receivable           (119,241)
Prepaid expenses and other receivables               31,964 
Due from other funds                 4,502 
Accounts payable and accrued expenses               24,836 
Deferred income and fees               (1,253)
Other liabilities               33,854 

Net Cash Used in Operating Activities  $       (319,452)
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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 Bank’s 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, acquisition, or rehabilitation of low-income rental 
units.  DBAS booked “dummy loans” in order to track disbursements of grant funds to the sub-
awardees.  These loans are not reflected in the accompanying financial statements. 
 
Applications for Section 1602 sub-awards were accepted beginning in September 2010 and all sub-
awards were made by December 31, 2010.  Grant funds were then fully disbursed by December 31, 
2012.  Over 450 low-income rental units are to be built through the Section 1602 program.  
Construction by some sub-awardees is on-going and expected to be completed in 2013. 
 
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 Position - 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 net position. 
 

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 - LOANS RECEIVABLE  
 

Loans receivable as of December 31, 2012 are summarized as follows: 
 

Mortgage and home improvement - secured  $    15,257,129 
Commercial          3,370,209 
Home improvement - unsecured          1,335,496 

       19,962,834 

Less:  Allowance for loan losses           (663,330)

 $    19,299,504 

 
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, 2012 for which such 
arrangements have been made during 2012 was $65,000. 
 

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, 2012 was $690,064. 
 
As of December 31, 2012, the Bank was committed to lend $1,318,000 on approved loans.  These 
loans have not been signed, closed, or disbursed as of December 31, 2012. 
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NOTE 4 - 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, 2012  $         345,000  $           17,000 
Provisions for losses             318,330             200,880 

Ending balance, December 31, 2012  $         663,330  $         217,880 

 
 
NOTE 5 - 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 $69,602 as of December 31, 2012.  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 $64,198 as of December 31, 2012. 
 
 
NOTE 6 - CASH AND CASH EQUIVALENTS  
 
The carrying amount of cash and cash equivalents and restricted deposits held by financial 
institutions as of December 31, 2012 was $1,434,813.  As of December 31, 2012, $64,198 of the 
Bank’s cash and cash equivalents were classified as restricted deposits.  The amounts are 
categorized as follows: 

Insured money market accounts  $      1,370,615 
Amounts uncollateralized and uninsured               64,198 

 $      1,434,813 
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NOTE 7 - PROPERTY AND EQUIPMENT  
 

Property and equipment consists of the following as of December 31, 2012: 
 

Buildings  $      1,951,897 
Furniture and equipment             293,483 
Vehicle             106,000 
Leasehold improvements               58,968 

         2,410,348 

Less: Accumulated depreciation and amortization        (1,805,118)

 $         605,230 

 
The Bank’s main building was destroyed by a tsunami during 2009.  A new building is expected to be 
completed by December 2013 with costs in excess of $2,600,000. 
 
 
NOTE 8 - LEASES 
 
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, 2012. 
 
The Bank leases office space to tenants of the Lumana’i Building under noncancelable leases, which 
expire on various dates through 2017.  Most of the leases require the tenants pay base rent, plus 
certain utility charges. 
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NOTE 8 - LEASES - Continued 
 
Future minimum lease commitments and future minimum lease income are as follows: 

Years Ending December 31,
Minimum

Lease Payment
Minimum

Lease Income

Net Minimum 
Lease Income/

(Expense)

2013  $           13,824  $         296,312  $         282,488 
2014               13,824             179,750             165,926 
2015               13,824             155,055             141,231 
2016               13,824             149,000             135,176 
2017               13,824               37,250               23,426 

Thereafter             525,312                         -           (525,312)

$         594,432 $         817,367  $         222,935 

 
 
NOTE 9 - 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.  
 
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. 
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NOTE 9 - RETIREMENT FUND - Continued 
 
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 10 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, 
2012 was $1,520,076.  All career service employees of the Bank as of December 31, 2012 were 
covered by the Fund. Contributions made for the year ended December 31, 2012 were $101,022, 
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 10 - 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 11 - PRIOR PERIOD ADJUSTMENT 
 
Net position at the beginning of 2012 has decreased by $484,221.  The Bank noted during 2012 that 
accrued interest on certain loans was overaccrued as of December 31, 2011 by $484,221. The 
correction has no effect on the results of the current year’s activities. 
 
 
NOTE 12 - SUBSEQUENT EVENTS 
 
Management has evaluated subsequent events through April 4, 2013, the date the financial 
statements were available to be issued and determined that no material subsequent events have 
occurred. 
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INDEPENDENT AUDITORS’ 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, in accordance with the 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, the financial statements of the Development 
Bank of American Samoa (the “Bank”), as of and for the year ended December 31, 2012, and the 
related notes to the financial statements, which collectively comprise the Bank’s basic financial 
statements, and have issued our report thereon dated April 4, 2013. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Bank’s internal 
control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances 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. Accordingly, we do not express an opinion on the effectiveness of the Bank’s internal control.  
 
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. 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.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies 
may exist that were not identified. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Bank’s financial statements are free from 
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 instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards and which are 
described in the accompanying schedule of findings and questioned costs as items. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 
 
 
 
Wexford, Pennsylvania 
April 4, 2013 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH 
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE 

REQUIRED BY OMB CIRCULAR A-133 
 
The Board of Directors 
Development Bank of American Samoa  
Pago Pago, American Samoa 
 
Report on Compliance for Each Major Federal Program 
 
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, 2012. The Bank’s major federal programs are 
identified in the summary of auditor’s results section of the accompanying schedule of findings 
and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 
 
Auditors Responsibility  
 
Our responsibility is to express an opinion on compliance for each of the Bank’s major federal 
programs based on our audit of the types of compliance requirements referred to above. 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 on compliance for each 
major federal program. However, our audit does not provide a legal determination of the Bank’s 
compliance. 
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Opinion on Each Major Federal Program 
 
In our opinion, the Bank, complied, in all material respects, with the types of 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, 2012. 
 
Report on Internal Control Over Compliance 
 
Management of the Bank, is responsible for establishing and maintaining effective internal 
control over compliance with the types of compliance requirements referred to above. In 
planning and performing our audit of compliance, we considered the Bank’s internal control 
over compliance with the types of requirements that could have a direct and material effect on 
each major federal program to determine the auditing procedures that are appropriate in the 
circumstances for the purpose of expressing an opinion on compliance for each major federal 
program 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. A significant deficiency in internal control over compliance is 
a deficiency, or a combination of deficiencies, in internal control over compliance with a type of 
compliance requirement of a federal program that is less severe than a material weakness in 
internal control over compliance, yet important enough to merit attention by those charged with 
governance. 
 
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 material weaknesses or significant deficiencies. We did 
not identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses. However, material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of 
our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other 
purpose. 
 
 
 
Wexford, Pennsylvania 
April 4, 2013 
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Federal funds 
received 

during the 
year ended 

December 31,

Loan 
disbursements 
made during 

the year ended 
December 31,

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

Grantor/CFDA grantor’s program title 2012 2012 2012 2012 2011

U.S. Department of Commerce:
Pass-through from American Samoa Government -
       Economic Adjustment Assistance 11.307  *  $                    -  $         101,300  $           38,828  $         332,792  $         305,496 

U.S. Department of Housing and Urban Development:
Pass-through from American Samoa Government -
       Community Development Block Grant 14.225  *  $                    -  $                    -  $             6,431  $           28,995  $           48,909 

       Community Development Block Grant 14.225 *              52,378            224,267                       -            388,384            413,774 

Pass-through from American Samoa Government -
       HOME Investment Partnership 14.239  *             373,860             639,593               61,607          4,531,481          4,281,915 

Total U.S. Department of Housing and Urban
  Development  $         426,238  $         863,860  $           68,038  $      4,948,860  $      4,744,598 

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

Technical Assistance Grant - #OMIP-2008-3 15.875  $           12,778  $                    -  $           12,778  $                    -  $                    - 
Technical Assistance Grant - #OMIP-2009-1 15.875                 4,437                        -                 4,437                        -                        - 
Technical Assistance Grant - #TA-MCI-2010-3 15.875                 7,901                        -                 7,901                        -                        - 
Technical Assistance Grant - #TA-MCI-2010-4 15.875               18,795                        -               18,795                        -                        - 
Technical Assistance Grant - #TA-2012-2 15.875               14,854                        -               14,854                        -                        - 

Total U.S. Department of the Interior  $           58,765  $                    -  $           58,765  $                    -  $                    - 

Loans outstanding as of
December 31,

Federal 
CFDA 

number

* Denotes a major program.  
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Federal funds 
received 

during the 
year ended 

December 31,

Loan 
disbursements 
made during 

the year ended 
December 31,

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

Grantor/CFDA grantor’s program title 2012 2012 2012 2012 2011

U.S. Department of Labor:
Pass-through from American Samoa Government -
       ARRA - Workforce Initiative Act - Adult 17.258  $             5,128  $                    -  $             5,128  $                    -  $                    - 

U.S. Department of Education:
Pass-through from American Samoa Government -
       ARRA - State Fiscal Stabilization Fund 84.397A  $             9,543  $                    -  $             9,543  $                    -  $                    - 

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

Community Services Block Grant - Business 93.569 *  $                    -  $         154,653  $           18,058  $         302,975  $         434,252 

Total U.S. Department of Health and
  Human Services  $                    -  $         154,653  $           18,058  $         302,975  $         434,252 

Total Expenditures of Federal Awards  $         499,674  $      1,119,813  $         198,360  $      5,584,627  $      5,484,346 

* Denotes a major program.

Federal 
CFDA 

number

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  $           371,620 
14.225  Community Development Block Grant               423,810 
14.239  Home Investment Partnership            4,593,088 
93.569  Community Services Block Grant               321,033 

 Total Major Programs Tested  $        5,709,551 

 Total Loans Outstanding and Grant Expenditures  $        5,782,987 

 Percentage of Loans Outstanding Tested 99%

 
 
 
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: Unmodified 
 
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: Unmodified 
 
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 
 

 
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 
 
There are no findings to report. 
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PART III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 
 
There are no findings to report. 
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PART IV - STATUS OF PRIOR YEAR 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 agreed with this finding 

and has worked with their software vendor to make certain modifications to the accounting 
software package that allow proper reporting of the carrying amounts of the loans 
receivable, accrued interest receivable and interest earned on loans.  This issue has been 
resolved during the year ended December 31, 2012. 

 
 Contact:  Pemerika Su’emai, Finance Manager, Development Bank of American Samoa 
 Phone:  684.633.4031 

 


