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Transmittal Letter 

 

 

 

 

February 28, 2015 

 

 

 

Board of Governors 

Pacific Islands Development Bank 

 

 

Dear Governors: 

 

Pursuant to Section 12 of Article 13 of the Articles of Agreement Establishing the Pacific Islands 

Development Bank, and Section 7 of Article II of the Bank’s Bylaws, it is my pleasure to 

transmit, on behalf of the Board of Directors, the Pacific Islands Development Bank’s Annual 

Report for the period ended December 31, 2014. 

 

Respectfully, 

 

 

 

Aren B. Palik 

President & CEO 

Chairman, Board of Directors 
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Message from the President 
 

 

The year 2014 marked the beginning and first year of the implementation of the Bank’s revised Five-

Year Strategic Plan.  During the year, we pursued and made progress on a number of initiatives 

intended to address the key and most crucial challenge of the Bank, namely:  increased capacity and 

resource base, particularly capital and financial resources.  The primary focus of the Bank’s Strategic 

Plan covering 2014 to 2018 is essentially on resource mobilization and capitalization. 

 

While the economies of PIDB member islands remain generally weak and stagnant, Guam, Palau, 

CNMI, and Marshall Islands registered modest growth last year.  The Commonwealth of the 

Northern Mariana Islands continues to see signs of recovery. 1   Tourism, being one of the key 

industries and revenue sources for the region, saw increases in tourist arrivals in Palau, Guam and 

CNMI.  With increased tourist arrivals, the governments and private sector need to address the need 

for additional hotel rooms and support services and infrastructure.  The four (4) FSM States of 

Chuuk, Kosrae, Pohnpei and Yap have seen declining Gross Domestic Product (GDP) in the last 3 

years.2  Further, the financial and economic assistance (Sector Grants) provided to the governments of 

the Federated States of Micronesia and Republic of the Marshall Islands will be terminated in 2023.  

Efforts are on-going to address both the Sector Grant decrement in 2017 and the eventual termination 

of financial assistance to FSM and RMI in 2023.   

 

Against the above background, our operating environment in 2014 continued to be difficult and 

challenging.  Many of our commercial clients experienced reduced business revenue and cash flow 

problems.  Consequently, some of them failed to make their payments on time, resulting in a slight 

increased loan delinquency for the year.  True to our mission and purpose, however, we stood by our 

troubled borrowers and assisted them with loan restructure and payment deferrals.  While these 

remedial actions are available, Management continues to be prudent in their application. 

 

Despite the tough economic and operating environment, the management team and the Board of 

Directors worked diligently through the year, managing the operation while pursuing the strategic 

initiatives outlined in our Strategic Plan.  Consequently, I am pleased to report that we once again 

registered strong balance sheet growth and earnings in 2014.  Among others, following are some of 

the highlights and key accomplishments in 2014.    

 

 Increased Total Assets by 3% 

 Increased Loans by8% 

 

                                                   
1 According to Reports and information provided at PIDB Board of Directors meetings. 
2 Based on statistics received from FSM government. 
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 Increased Stockholders’ Equity by 4% 

 Increased Retained Earnings  by 32% 

 Realized a record $500,439 in Net Income with $177,000 set aside for Loan Loss Reserve 

 Realized a Return on Assets of 2.9% 

 Realized a Return on Equity of 3.7%% 

 Achieved “unqualified” audit opinion with no questioned costs and documentation issues 

 

As we closed 2014 with another strong and consistent operational results and performance, we should 

also look ahead with determination and excitement.  Determination as we face the difficult and 

challenging times ahead, and excitement in turning those challenges into opportunities and success. 

To do that, we must implement the priority strategic initiatives and programs recommended in our 

Five Year Strategic Plan.  The consistent growth and progress the Bank has made over the past years 

is a result of effective strategic planning and persistent and timely implementation.      

 

Finally, I would like to thank our Shareholders and development partners for their continued support.  

I also thank the Board of Directors and Management and staff for contributing to the results and 

accomplishments in 2014.  We look forward to another successful year for the Bank, in fulfilling its 

mandate. 

 

 

          

         ____________________________ 

         Aren Palik 

         President & CEO 
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I. Background & Corporate Information 
 

Establishment 
 

Pacific Islands Development Bank was established in July 1989 by the Association of Pacific 

Island Legislatures.  Its corporate office is located in Guam.   
 

Bank’s Vision 

 
To be a stable and sustainable development finance institution providing access to funds for 

the economic and social well-being of its members. 

 
Bank’s Mission & Purpose 

 
To contribute to the acceleration of the process of economic and social development of 

member countries and States, individually and collectively, and to promote economic 

cooperation among them 
 

Shareholders & Paid in Capital 

 
For the period under review, 

the Bank has 8 Shareholders. 

Marshall Islands attained 

membership in 2011.  Each 

member entity is required to 

contribute $1 million in 

equity capital.   Yap State 

infused an additional 

$438,866 capital in 2013 with 

other members considering 

increased capitalization. 

Kosrae State continues to 

make annual payments. 

 

 
 
 
 
 

 
    

 
           2014 

Shareholders             # Shares                         Value 

   Chuuk 251              251,783 
CNMI 1,000          1,000,000 
Guam 1,000          1,000,000 
Kosrae 810             810,000 
Marshall Is. 1,000          1,000,000 
Palau 1,000          1,000,000 
Pohnpei 1,000          1,000,000 

Yap 1,439          1,438,866 

      
  Total 7,500         $7,500,649 
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Organizational Chart 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Shareholders 

(8 governments) 

 

Board of Governors 

(16 members) 

 

President & CEO 

Manager 

Lending 

Manager 

Administration 

Board of Directors 

(9 members) 



 

2014 Annual Report 
7 

 

 
Board of Governors 
 

 

The Articles of Agreement Establishing the Pacific Islands Development Bank, as amended, 

stipulates that each member shall appoint two Governors (one representing the Executive 

and one representing the Legislative branch) to the Board of Governors. At its annual 

meeting, the Board elects new officers for the ensuing year.  The members of the Board of 

Governors and its officers for the period under review are as follows: 
 

 
              

 Shareholder           Executive Branch Rep.           Legislative Branch Rep. 
              

   
  Chuuk: Vacant 

  
 Vacant 

 
  

    
  

  
 

  

  CNMI: Jude Hofschneider 
 

Joseph Deleon Guerrero   

  Lt. Governor 
 

Speaker 
    

  
  

 
  

  Guam: Eddie Calvo, Vice Chairman 
 

Judith Won Pat   

  Governor 
 

Speaker 
 

  

    
    

  

  Kosrae: Carson Sigrah 
 

Gibson Siba   

   Lt. Governor 
 

Speaker 
 

  

    
  

  
 

  

  Marshall Is. Jack Ading 
  

Donald Capelle, Chairman 
 

  

  Minister of Finance 
  

Speaker 
 

  

    
  

  
 

  

  Palau: Elbuchel Sadang Swenny Ongidobel   

  Minister of Finance 
 

Delegate, House of Delegates 
    

  
  

 
  

  Pohnpei: John Ehsa Brandon Tara   

  Governor 
 

Financial Analyst, Legislature 
    

  
  

 
  

  Yap: Sebastian Anefal, Secretary 
 

Henry Falan   

  Governor 
 

Speaker 
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Board of Directors 
 

 

The Articles of Agreement Establishing the Pacific Islands Development Bank, as amended, 

stipulates that the two Governors representing each member shall appoint, subject to the 

approval of a majority of the Board of Governors, one person to represent that member 

entity on the PIDB Board of Directors.  In accordance with the Articles, the Bank President & 

CEO serves as Chairman of the Board of Directors. 

 

The following individuals served on the Board of Directors during the year under review: 
 

 

                       
Palau 
   

CNMI 
   

         
           Guam 
     

  Elbuchel Sadang Diego Benavente             Lourdes Leon Guerrero   
  Minister of Finance Former Lt. Governor/             President & CEO 
  Republic of Palau Former Speaker             Bank of Guam   
              

  Kosrae 
 

Pohnpei 
   

  Yap 
     

  Ilai Abraham Christina Elnei    John Masiwemai   
  Former Senator Acting Director    Senator    
  Kosrae State Legislature Dept. of Treasury/Admin.     Yap State Legislature 
              

  Management 
 

Marshall Islands 
   

     Chuuk 
     

  Aren Palik Alfred Alfred, Jr.       Vacant    
  President/CEO Secretary of Finance      
  Chairman of the Board Republic of Marshall Is.      
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II. Operational Summary 

 
A.   Loan Activity Report     

        Approved Loans 

 
          Loan Type 

 
2014 # 

 
 Amount 

 
2013 # 

 
Amount 

              

Commercial Loans         

  Agriculture 1 5,147  1 9,943 

  Fisheries 3 767,000 0 0  

  Tourism 0 0 3 699,608  

  Manufacturing 1 16,068 1 300,000  

  Services 14 622,270 23 1,284,908  

  Commercial              2 800,000 2 804,566  

    Sub Total 22 2,210,485 30 3,099,025  

Residential Home Loans 8 506,830  7 691,819  

Consumer Loans 52 562,924  93 1,033,405  

 
Total 
 

 

82 
 

$3,280,239  
 

129 
 

$4,824,250 
  

 

       Outstanding Loans by Sector 

 
Loan Type 

 
2014 # 

 
Amount 

 
2013 # 

 
Amount 

 
  

 
        

Commercial Loans         

  Agriculture 1 5,147 2 15,230  

  Fisheries 3 752,638  0 0  

  Tourism 6 1,214,786  9 2,213,287  

  Manufacturing 4 395,236  1 293,224  

  Services 54 2,818,343 57 2,687,444  

  Commercial 13 2,800,303 10 2,202,805  

    Sub Total 81 7,986,453 79 7,411,990  

Residential Home Loans 22 1,684,655  15 1,240,210  

Consumer Loans 157 1,244,282  169 1,413,845  

 
Total 
   

260 
 

$10,915,390 
  

263 
 

$10,066,045 
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      Loan Distribution by Shareholder 
 
 

 
  Shareholder 

 
   Commercial 

 
   Consumer 

 
     Housing 

  
       Total 

  #          Value   #           Value  #       Value # Value   

Guam 7 825,206  22 
          

126,251  2 221,541        31 1,172,998  

Palau 6 1,194,871  5 48,697  1 85,719 12 1,329,286  

Pohnpei 8 1,147,890  5 40,723 2 53,842 15 1,242,455  

Yap 11 1,362,569  68 427,791 4 317,874  83 2,108,233  

Kosrae 29 872,744  42 391,587  7 187,736  78 1,452,067  

CNMI 4 388,056  7 103,200 3 248,074  14 739,330  

Chuuk 1 57,420  0 0  0 0  1 57,420  

RMI 8 1,733,741  8 106,033  3 569,869  19 2,409,643 

FSMDB/Export 7 403,956 0 0  0 0  7 403,956  

Total 
 

81 
 

$7,986,453 
  

157 
 

$1,244,282 
 

22 
 

$1,684,655 
 

260 
 

 
$10,915,388 
 

 
 

 
        Loan Mix 
 

 

 At 12/31/14, 73% or $7,986,453 of Total 

Loans was in Commercial Loans; 16% or 

$1,684,655 in Residential Home Loans; and 

11% or $1,244,282 in Consumer Loans.  The 

Bank’s core lending is in Commercial loans, 

consistent with its Mission and Purpose 

which is to promote economic development 

in the region.  For the period under review, 

Average Consumer loan amount is $7,925; 

average Residential Home Loans is $76,575; 

and average Commercial loan amount is 

$98,598.  

 

 
 

73% 

16% 

11% 
Commercial

Residential
Mortgage

Consumer
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          Loan Delinquency 

 

 
 
 
 

           Loan Charge Offs 
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   B.  Financial Report 

 

 Performance Against Previous Year (2013) 

 

In most key performance indicators, the Bank exceeded its previous year’s performance and 

results. As shown in the Table below, Loans Receivable increased by 8.4% or $849,222 to 

$10.9 million.  Loan demand remains strong with more applications being filed, however, 

the Bank’s loan operation continues to be hampered and limited due to insufficient capital 

and loanable funds.  Stockholders’ Equity grew by 3.8% or $323,439 to $8.8 million 

attributed primarily to improvement in the Bank’s Retained Earnings.  During the period 

under review, Board and Management continued to work with all members on both 

outstanding and additional membership equity capital.   Total Assets grew by 3.4% or 

$372,310 to $11.2 million due mainly to the multiplier effect on the loan portfolio.  Retained 

Earnings increased by $323,439 or 32% to $1.3 million attributed to the net income of 

$323,439 for the year.  The Bank retired its pre-operating deficit in 2007 and has since been 

growing its Retained Earnings.  Gross Revenue declined slightly by $29,962 or 2.8% to $$1.0 

million.  While Interest Income on loans increased by $76,971 or 9%, Realized Gain from 

Investment was zero compared to the previous year.   Total Operating Expenses was 

reduced by 7.7% or $38,800 attributed to lower travel and salary expenses.  The Bank 

realized a net income of $500,439 representing a Return on Assets of 4.4%.  However, with 

an increasing loan portfolio, the Board of Directors decided to reserve or set aside $177,000 

in Provision for Loan Losses, resulting in a Net Income of $323,439 for the year.   
 

              

      2014 2013 Variance Variance 
Selected Key Items Actual Actual ($) (%) 

              
Loans Receivable   10,915,267 10,066,045 849,222 8.4% 
Stockholders’ Equity   8,832,197 8,508,758 323,439 3.8% 
Total Assets   11,234,918 10,862,608 372,310 3.4% 
Retained Earnings 1,331,548 1,008,109 323,439 32% 
Gross Revenue   1,003,885 1,033,847 -29,962 -2.8% 
Total Operating Expenses3 461,406 500,206 -38,800 -7.7% 
Provision for Loan Losses 177,000 185,000 8,000 -4.3% 
Net Income   323,439 309,577 13,862 4.4% 

 
 
 
 

                                                   
3 Excludes Interest Expense and Provision for Loan Losses 
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Asset Mix 
 

 

Of the Bank’s Total Assets, 92% 

or $10,311,728 is in Loan 

Receivables; 6% or $653,501 in 

Investment Securities; and 2% 

or $269,689 in Other Assets.  

This asset mix is consistent 

with the bank’s mission and 

purpose which is to assist 

members with development 

financing.  Resource 

mobilization remains one of 

the bank’s highest priorities. 

 
 

Revenue by Source 
 
 

 
 
 
 

 

 
 

Dividend Income 
$6,730 

1% 

Other Income 
$65,461 

6% 

Loan Interests 
$938,291 

93% 

6% 
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         Major Expenses 

 

The major expenses of the Bank are highlighted in the Chart below.  The Bank’s operating 

expenses reflects its corporate and operational structure.  With a 16 member Board of 

Governors and an 8 member Board of Directors, for example, around 60% of Travel 

Expenses were for Board meetings. Salaries and Benefits are also set, in large part, based on 

cost of living in Guam.  And given the Bank’s geographic and operational spread, 

communication and related expenses tend to be higher.  The Provision for Loans is 

discretionary, based on the Board of Directors’ review and classification of the Loan 

portfolio.  In 2014, based on such review, the Board decided to set aside or provision 

$177,000.  Interest Expense in the amount of $42,040 was for both the IRP loans and FSM 

Development Bank export loan facility. 
  
 

 
 
 

 
 
 
 

 

Insurance 
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5% Provision for Loans 
$177,000 

26% 

Travel 
$101,674 

15% Interest Expense 
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6% 
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Financial Summary, 2005 - 2014 
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Financial Ratios 
 

 
                  

 Selected Ratios   2009 2010 2011 2012 2013 2014 

                  

 GROWTH    
  

  
 

    

   Total Asset Growth 8% 9% 8% 5% 14% 4% 

   Loan Growth 
 

6% 12% 15% 10% 25% 8% 

   Long Term Debt Growth 21% 35% 14% 0.2% 3% 2% 

   Net Worth Growth 
 

5% 3% 6% 6% 18% 4% 

    
 

      

 PROFITABILITY 
 

      

   Return on Assets  2.8% 1.5% 2.4% 0.13% 2.9% 2.9% 

   Return on Equity  3.4% 1.9% 3.1% 0.18% 3.6% 3.7% 

   Net Margin  32% 20% 30% 2% 30% 34% 

           

 LEVERAGE        

   Net Worth  $6.2M $6.4M $6.8M $7.2M $8.5M $8.9M 

   Debt to Worth  24% 31%  33% 32% 28% 27% 

   Total Liabilities/Total Assets 19% 24% 25% 24% 22% 21% 

             

 LIQUIDITY 
 

        

   Working Capital  $2.1M $2.3M $2.0M $1.9M $1.3M $.9M 

   Current Ratio  1,037 3,444 2,660 425 279 127 
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