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As of December 31, 2022 

  Shareholder No. 
Shares Share Value % 

Ownership 
1 Yap, FSM 4,439  $4,438,866  31.0% 

2 Commonwealth of the Northern Mariana Islands 2,000  $2,000,000  14.0% 

3 Republic of the Marshall Islands 1,992  $1,992,000  13.9% 

4 Pohnpei, FSM 1,300  $1,300,000  9.1% 

5 Kwajalein Atoll Development Authority (KADA) 1,300  $1,300,000  9.1% 

6 Republic of Palau 1,000  $1,000,000  7.0% 

7 Guam 1,000  $1,000,000  7.0% 

8 Kosrae, FSM 925  $925,000  6.5% 

9 Chuuk, FSM 377  $376,783  2.6% 

  TOTAL SHARES 14,333  $14,332,649  100% 











OUTSTANDING LOANS BY SECTOR

LOAN TYPE COUNT AMOUNT % OF TOTAL 

Commercial Loans 

   Agriculture 1 $66,800 0.5%

   Commercial Real Estate 14 $2,470,040 17%

   Fisheries 3 $708,266 5%

   Manufacturing 2 $636,124 4%

   Services 14 $1,846,272 13%

   Tourism 5 $1,977,561 13%

   Wholesale/Retail 15 $917,309 6%

   Other 2 $74,609 0.5%

Subtotal 56 $8,696,981 59%

Residential Loans 62 $5,782,918 39%



Consumer Loans 51 $293,076 2%
TOTAL 169 $14,772,975 100%

2022 NEW LOANS BY SECTOR

LOAN TYPE COUNT AMOUNT % OF TOTAL 

Commercial Loans 

   Agriculture 0 $0 0%

   Commercial Real Estate 2 $180,397 15%

   Fisheries 0 $0 0%

   Manufacturing 0 $0 0%

   Services 2 $152,946 12%

   Tourism 1 $98,671 8%

   Wholesale/Retail 2 $53,971 4%

Other 0 $0 0%



Subtotal 7 $485,985 39%

Residential Loans 8 $754,929 60%
Consumer Loans 1 $8,700 1%

TOTAL 16 $1,249,614 100%

As of December 31, 2022

Shareholder No. Shares Share Value
Loans to 
Capital 
Ratio

No. Loans Total Principal 
Value Loans

Commonwealth of the Northern Mariana Islands1 2,000 $2,000,000 84% 9 $1,672,250

Guam2 1,000 $1,000,000 108% 18 $1,082,422

Chuuk, FSM 377 $376,783 0% 0 $0
Kosrae3, FSM 925 $925,000 61% 35 $560,833

Pohnpei4, FSM 1,300 $1,300,000 70% 20 $909,646

Yap5, FSM 4,439 $4,438,866 90% 27 $3,986,716

Republic of the Marshall Islands6 1,992 $1,992,000 178% 24 $3,541,104

Kwajalein Atoll Development Authority (KADA) 1,300 $1,300,000 64% 7 $830,486
Republic of Palau7 1,000 $1,000,000 77% 9 $765,548

TOTAL DIRECT LENDING 14,333 $14,332,649 93% 149 $13,349,006

TOTAL SPECIAL PROGRAM FUNDED LOANS8 20 $1,489,971

TOTAL LOANS 104% 169 $14,838,977



Total Principal Notes:
No. Loans Value Loans

1/ CNMI Loans receivables amount excludes:
(b) IRP (USDA) Loans domiciled in Guam

2/ Guam Loans receivables amount excludes:

2 $123,299

(a) FSMDB Loan Program Loans domiciled in Guam 8 $961,683
(b) IRP (USDA) Loans domiciled in Guam

3/ Kosrae Loans receivables amount excludes:

3 $100,431

(a) IRP (USDA) Loans domiciled in Kosrae

4/ Pohnpei Loans receivables amount excludes:

4 $90,473

(a) IRP (USDA) Loans domiciled in Pohnpei 5/ 
Yap Loans receivable amount excludes:

1 $95,348

(a) FSMDB Loan Program Loans domiciled in Yap 0 $0
(b) IRP (USDA) Loans domiciled in Yap
(c) Yap Development Loan Program funded Loans

6/ RMI Loans receivables amount excludes:

1 $34,476

(a) KADA Home Loan Program Loans 7/ 
Palau Loans receivable amount excludes:

7 $830,486

(a) FSMDB Loan Program Loans domiciled in Palau 0 $0
(b) IRP (USDA) Loans domiciled in Palau 1 $84,261
8/ Funded by admnistered loan programs: USDA Intermediary Relending Program, and FSM Development Bank Loan Program.

As of December 31, 2022

Shareholder No. Shares Share Value
Delinquent 
Loans to 
Capital

No. 
Delinquent 

Loans9

Total Principal 
Value of 

Delinquent 
Loans

Commonwealth of the Northern Mariana 
Islands1

2,000 $2,000,000 10% 2 $209,425

Guam2 1,000 $1,000,000 64% 3 $644,183

Chuuk, FSM 377 $376,783 0% 0 $0
Kosrae3, FSM 925 $925,000 32% 17 $293,523

Pohnpei4, FSM 1,300 $1,300,000 3% 4 $44,722

Yap5, FSM 4,439 $4,438,866 56% 12 $2,477,785

Republic of the Marshall Islands6 1,992 $1,992,000 42% 6 $831,440

Kwajalein Atoll Development Authority (KADA) 1,300 $1,300,000 10% 1 $125,113
Republic of Palau7 1,000 $1,000,000 44% 2 $440,565

TOTAL DIRECT LENDING 14,333 $14,332,649 35% 47 $5,066,756

TOTAL SPECIAL PROGRAM FUNDED LOANS8 6 $485,851

TOTAL LOANS 39% 53 $5,552,606
No. Delinquent Total Principal Value 



Notes:

1/ CNMI Loans receivables amount excludes:

Loans Delinquent Loans

(b) IRP (USDA) Loans domiciled in Guam

2/ Guam Loans receivables amount excludes:

0 $0

(a) FSMDB Loan Program Loans domiciled in Guam 2 $360,660
(b) IRP (USDA) Loans domiciled in Guam

3/ Kosrae Loans receivables amount excludes:

0 $0

(a) IRP (USDA) Loans domiciled in Kosrae

4/ Pohnpei Loans receivables amount excludes:

3 $40,929

(a) IRP (USDA) Loans domiciled in Pohnpei 
5/ Yap Loans receivable amount excludes:

0 $0

(a) FSMDB Loan Program Loans domiciled in Yap 0 $0
(b) IRP (USDA) Loans domiciled in Yap
(c) Yap Development Loan Program funded Loans

6/ RMI Loans receivables amount excludes:

0 $0

(a) KADA Home Loan Program Loans 7/ 
Palau Loans receivable amount excludes:

1 $125,113

(a) FSMDB Loan Program Loans domiciled in Palau 0 $0
(b) IRP (USDA) Loans domiciled in Palau 1 $84,261
8/ Funded by admnistered loan programs: USDA Intermediary Relending Program and the FSM Development Bank Loan Program.

9/ Delinquent Loans are loans that are 30 or more days past due

As of December 31, 2022

Shareholder No. Shares Share Value
NPLs 

to 
Capital

No. NPLs9 Total Value 
of NPLs

Commonwealth of the Northern Mariana 
Islands1 2,000 $2,000,000 10% 2 $209,425
Guam2

1,000 $1,000,000 0% 0 $0
Chuuk, FSM 377 $376,783 0% 0 $0
Kosrae3, FSM 925 $925,000 20% 12 $187,786
Pohnpei4, FSM 1,300 $1,300,000 2% 2 $28,823
Yap5, FSM 4,439 $4,438,866 56% 11 $2,466,225
Republic of the Marshall Islands6

1,992 $1,992,000 20% 4 $395,749
Kwajalein Atoll Development Authority (KADA) 1,300 $1,300,000 0% 0 $0
Republic of Palau7 1,000 $1,000,000 44% 2 $440,565

TOTAL DIRECT LENDING 14,333 $14,332,649 26% 33 $3,728,573

TOTAL SPECIAL PROGRAM FUNDED LOANS8 1 $1,899



TOTAL LOANS 26% 34 $3,730,472
Notes: No. NPLs Total Value NPLs
1/ CNMI Loans receivables amount excludes:
(b) IRP (USDA) Loans domiciled in Guam 0 $0

2/ Guam Loans receivables amount excludes:
(a) FSMDB Loan Program Loans domiciled in Guam 0 $0 (b) IRP (USDA) Loans domiciled in Guam 0 $0

3/ Kosrae Loans receivables amount excludes:
(a) IRP (USDA) Loans domiciled in Kosrae 1 $1,899

4/ Pohnpei Loans receivables amount excludes:
(a) IRP (USDA) Loans domiciled in Pohnpei 0 $0

5/ Yap Loans receivable amount excludes:
(a) FSMDB Loan Program Loans domiciled in Yap 0 $0 (b) IRP (USDA) Loans domiciled in Yap 0 $0
(c) Yap Development Loan Program funded Loans

6/ RMI Loans receivables amount excludes:
(a) KADA Home Loan Program Loans 0 $0

7/ Palau Loans receivable amount excludes:
(a) FSMDB Loan Program Loans domiciled in Palau 0 $0
(b) IRP (USDA) Loans domiciled in Palau 0 $0

8/ Funded by admnistered loan programs: USDA Intermediary Relending Program, and FSM Development Bank Loan Program.

9/ NPLs = Non-Performing Loans; these are loans that are 90 or more days past due



As of December 31, 2022

Shareholder No. 
Loans

Total 
Principal 
Value of 
Loans

Delinquent 
Loans to 

Total 
Loans

No. 
Delinquent 

Loans8

Total Principal 
Value of 

Delinquent 
Loans

Commonwealth of the Northern Mariana Islands1 9 $1,672,250 13% 2 $209,425

Guam2 18 $1,082,422 60% 3 $644,183

Chuuk, FSM 0 $0 0% 0 $0
Kosrae3, FSM 35 $560,833 52% 17 $293,523

Pohnpei, FSM 20 $909,646 5% 4 $44,722
Yap4, FSM 27 $3,986,716 19% 11 $744,739

Republic of the Marshall Islands5 24 $3,541,104 23% 6 $831,440

Kwajalein Atoll Development Authority (KADA) 7 $830,486 15% 1 $125,113
Republic of Palau6 9 $765,548 58% 2 $440,565

TOTAL DIRECT LENDING 149 $13,349,006 25% 46 $3,333,710
TOTAL SPECIAL PROGRAM FUNDED LOANS7 20 $1,489,971 149% 7 $2,218,897

TOTAL LOANS 169 $14,838,977 37% 53 $5,552,606

Notes: No. Total Principal 
Delinquent Value Delinquent 
Loans Loans



1/ CNMI Loans receivables amount excludes:
(b) IRP (USDA) Loans domiciled in CNMI 0 $0

2/ Guam Loans receivables amount excludes:
(a) FSMDB Loan Program Loans domiciled in Guam 2 $360,660
(b) IRP (USDA) Loans domiciled in Guam 0 $0

3/ Kosrae Loans receivables amount excludes:
(a) IRP (USDA) Loans domiciled in Kosrae 3 $40,929

4/ Pohnpei Loans receivables amount excludes:
(a) IRP (USDA) Loans domiciled in Pohnpei 0 $0

4/ Yap Loans receivable amount excludes:
(a) FSMDB Loan Program Loans domiciled in Yap 0 $0 (b) IRP (USDA) Loans domiciled in Yap 0 $0
(c) Yap Development Loan Program funded Loans 1 $1,733,046

5/ RMI Loans receivables amount excludes:
(a) KADA Home Loan Program Loans 1 $125,113

6/ Palau Loans receivables amount excludes:
(a) FSMDB Loan Program Loans domiciled in Palau 0 $0 (a) IRP (USDA) Loans domiciled in Palau 1 $84,261

7/ Funded by admnistered loan programs: USDA Intermediary Relending Program and FSM Development Bank Loan Program.

8/ Delinquent Loans are loans that are 30 or more days past due

As of December 31, 2022

Shareholder No. Loans Total Principal 
Value Loans

NPLs to 
Total 

Loans
No. NPLs6 Total Principal 

Value NPLs

Commonwealth of the Northern Mariana Islands 9 $1,672,250 13% 2 $209,425
Guam1 18 $1,082,422 0% 0 $0

Chuuk, FSM 0 $0 0% 0 $0
Kosrae2, FSM 35 $560,833 33% 12 $187,786

Pohnpei, FSM 20 $909,646 3% 2 $28,823
Yap3, FSM 27 $3,986,716 18% 10 $733,179

Republic of the Marshall Islands4 24 $3,541,104 11% 4 $395,749

Kwajalein Atoll Development Authority (KADA) 7 $830,486 0% 0 $0
Republic of Palau 9 $765,548 58% 2 $440,565

TOTAL DIRECT LENDING 149 $13,349,006 15% 32 $1,995,527

TOTAL SPECIAL PROGRAM FUNDED LOANS5 20 $1,489,971 116% 2 $1,734,945

TOTAL LOANS 169 $14,838,977 25% 34 $3,730,472



Total Principal Notes:
No. NPLs Value NPLs

1/ Guam Loans receivables amount excludes:
(a) FSMDB Loan Program Loans domiciled in Guam 0 $0
(b) IRP (USDA) Loans domiciled in Guam 0 $0

2/ Kosrae Loans receivables amount excludes:
(a) IRP (USDA) Loans domiciled in Kosrae 1 $1,899

3/ Yap Loans receivable amount excludes:
(a) FSMDB Loan Program Loans domiciled in Yap 0 $0 (b) IRP (USDA) Loans domiciled in Yap 0 $0
(c) Yap Development Loan Program funded Loans 1 $1,733,046

4/ RMI Loans receivables amount excludes:
(a) KADA Home Loan Program Loans 0 $0

5/ Funded by admnistered loan programs: USDA Intermediary Relending Program, FSM Development Bank Loan Program.

6/ NPLs = Non-Performing Loans; these are loans that are 90 or more days past due
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INDEPENDENT AUDITORS’ REPORT 

 

 

 

 

 

To the Board of Governors and the Board of Directors 

Pacific Islands Development Bank: 

 

Opinion 

 

We have audited the accompanying financial statements of the Pacific Islands Development Bank (the 

Bank), which comprise the statement of condition as of December 31, 2022, and the related statements of 

operation, of changes in stockholders’ equity, and cash flows for the year then ended, and the related notes 

to the financial statements (collectively referred to as the “financial statements”).  

 

In our opinion, the accompanying financial statements referred to above present fairly, in all material 

respects, the financial position of the Bank as of December 31, 2022, and the results of its operations and 

its cash flows for the year then ended in accordance with accounting principles generally accepted in the 

United States of America. 

 

Basis for Opinion 

 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 

America (GAAS). Our responsibilities under those standards are further described in the Auditor’s 

Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 

independent of the Bank and to meet our other ethical responsibilities in accordance with the relevant 

ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient 

and appropriate to provide a basis for our audit opinion. 

 

Responsibilities of Management for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of the financial statements in 

accordance with accounting principles generally accepted in the United States of America, and for 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. 

 

In preparing the financial statements, management is required to evaluate whether there are conditions or 

events, considered in the aggregate, that raise substantial doubt about the Banks’s ability to continue as a 

going concern within one year after the date that the financial statements are available to be issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 

 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 

free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 

includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and 

therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material 

misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is 

higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 

misrepresentations, or the override of internal control. Misstatements are considered material if there is a 

substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a 

reasonable user based on the financial statements. 

 

In performing an audit in accordance with GAAS, we: 

 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, and design and perform audit procedures responsive to those risks. Such procedures 

include examining, on a test basis, evidence regarding the amounts and disclosures in the financial 

statements. 

 

• Obtain an understanding of internal control relevant to the audit 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 Bank’s internal control. Accordingly, no such opinion is expressed. 

 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 

accounting estimates made by management, as well as evaluate the overall presentation of the 

financial statements. 

 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 

that raise substantial doubt about the Bank’s ability to continue as a going concern for a reasonable 

period of time. 

 

We are required to communicate with those charged with governance regarding, among other matters, the 

planned scope and timing of the audit, significant audit findings, and certain internal control-related 

matters that we identified during the audit. 

 

 
Tamuning, Guam 

March 27, 2023 



4,865,346$       
11,830,204       

199,114            
Prepaid expenses 7,362                
Operating lease right-of-use asset, net 159,134            
Property and equipment, net 102,410            

Total assets 17,163,570$     

Liabilities:
19,007$            

161,177            
1,944,190         

Total liabilities 2,124,374         

Capital stock of $1,000 par value, authorized 18,000 shares, 
issued and outstanding, 14,332 shares.  14,332,000       

Additional paid-in capital 649                   
Retained earnings 706,547            

Total stockholders' equity 15,039,196       

Total liabilities and stockholders' equity 17,163,570$     
 

ASSETS

Stockholders' equity: 

LIABILITIES AND STOCKHOLDERS' EQUITY

Debt

Commitments and contingencies

Other liabilities 

PACIFIC ISLANDS DEVELOPMENT BANK 

Operating lease liability 

Cash and cash equivalents 
Loans receivable, net 
Interest receivable, net 

Statement of Condition 
December 31, 2022

The accompanying notes are an integral part to these financial statements.
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1,065,273$    
2,735             

1,068,008      
Interest expense 43,707           

Net interest income 1,024,301      
Provision for loan losses -                

Net interest income, after provision for loan losses 1,024,301      

240,845         
70,532           
59,777           
46,887           
29,952           
26,643           
16,096           

9,553             
9,202             
8,577             
3,947             

Operating lease interest expense 1,998             
716                

24,351           

     Total operating expenses 549,076         

475,225         

Other income:
26,151           
10,500           

 
     Total other income 36,651           

Net earnings 511,876$       

Insurance 

Automobile 

Office common area fees
Operating lease depreciation

PACIFIC ISLANDS DEVELOPMENT BANK 

Statement of Operations 
Year Ended December 31, 2022

Revenues:

Gain on trade-in of property and equipment 
Other income 

Communications 

Miscellaneous
Board meetings 

Depreciation 

Earnings from operations

Loan interest income 
Other interest and dividend income 
Total interest income 

Office supplies 

Operating expenses:

Business development and marketing 

Salaries and related expenses 
Conference and travel
Professional fees

The accompanying notes are an integral part of these financial statements.
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Shares of Common stock Additional Retained 
Common Stock at par value  paid-in capital  Earnings Total

Balance at December 31, 2021 9,957              9,957,000$     649$               3,198,824$     13,156,473$   
Stock reclassification of restricted contributions 3,000              3,000,000       -                  (3,000,000)      -                  
Right-of-use asset adjustment to retained earnings -                  -                  -                  (4,153)             (4,153)             
Issuance of common stock 1,375              1,375,000       -                  -                  1,375,000       
Net Income -                  -                  -                  511,876          511,876          

Balance at December 31, 2022 14,332            14,332,000$   649$               706,547$        15,039,196$   

PACIFIC ISLANDS DEVELOPMENT BANK

Statements of Changes in Stockholders' Equity 
Year Ended December 31, 2022

Assets

The accompanying notes are an integral part to these financial statements.
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511,876$        

Operating lease depreciation 26,643            
Depreciation 8,577              
Allowance for loan loss (421,335)         

(Increase) decrease in assets:
(25,548)           

(1,530)             
Increase (decrease) in liabilities:

Operating lease liability (28,753)           
Other liabilities (14,509)           

             55,421 

Loan originations and repayments         1,044,793 
Acquisition of property and equipment            (90,053)

Net cash provided by investing activities            954,740 

Cash flows from financing activities:
Repayment on long-term debt          (240,909)
Proceeds from issuance of capital stock 1,375,000       

Net cash provided by financing activities 1,134,091       

Net change in cash and cash equivalents 2,144,252       

Cash and cash equivalents at beginning of year 2,721,094       

Cash and cash equivalents at end of year 4,865,346$     
 

Supplemental disclosure of cash flow information
Cash paid during the year for: 

Interest 43,707$          
Gain on trade-in of property and equipment 10,500$          
Operating lease right-of-use asset 159,134$        

Net cash provided by operating activities

Cash flows from investing activities:

Interest receivable 
Prepaid expenses

Adjustment to reconcile net income to net cash

Cash flows from operating activities:
 

Net income

 provided by operating activities:

PACIFIC ISLANDS DEVELOPMENT BANK 

Statement of Cash Flows
Year Ended December 31, 2022

The accompanying notes are an integral part of these financial statements.
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PACIFIC ISLANDS DEVELOPMENT BANK 

Notes to Financial Statements 

December 31, 2022 
 

7 

 

(1) Organization and Summary of Significant Accounting Policies 

 

 Organization 

 

Pacific Islands Development Bank (“the Bank”) was created on July 5, 1989, to provide 

financial and technical expertise to persons and businesses within the Pacific Island region. 

The accounting and reporting policies of the Bank are in accordance with accounting 

principles generally, accepted in the United States of America and conform to general 

practices within the banking industry. The more significant of the principles used in 

preparing the financial statements are briefly described below. 

 

In August 2001, the Bank was recognized as a non-profit 501c(3) corporation by the 

Government of Guam. However, the Bank’s characterization of its capital stock has yet to 

be resolved with Guam authorities. Therefore, the Bank has continued its historic financial 

statement presentation and has yet to adopt not-for-profit financial reporting.  

 

In January 1991, Resolution 91-1 adopted by the Bank’s Board of Governors amended 

Article 3 Section 1 of the Bank’s articles of agreement allowing for the admission of 

associate members. Associate members may be admitted by the approval of the Board of 

Governors.  Associate members are required to contribute sums of money as determined 

by the Board of Directors.  During March 1999, the Board of Governors adopted 

Resolution 99-1 establishing three classes of associate membership based on the level of 

capital contributions such that an entity that puts in:  

 

• A $1,000,000 capital contribution qualifies as a Class A associate member;  

• A minimum of $500,000 capital contribution qualifies as a Class B associate 

member; and 

• A minimum of $250,000 capital contribution qualifies as a Class C associate 

member.  

 

Voting privilege is the distinction between shareholder members and associate members. 

Associate members, regardless of membership class, do not have voting power but may 

appoint non-voting representation to the Bank's respective governing boards in accordance 

with their class of associate membership.  

 

At December 31, 2022, the Kwajalein Atoll Development Authority (KADA) is the only 

associate member of the Bank. KADA has approximately 1,300 in paid-in capital shares 

and has elected to remain Class B associate membership status despite having met the 

criteria for Class A associate membership.  All other Bank stockholders are voting 

shareholder members in accordance with Article 3 Section 1 of the Bank’s articles of 

agreement. 

 

 

 

 

 



PACIFIC ISLANDS DEVELOPMENT BANK 

Notes to Financial Statements 

December 31, 2022 
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(1) Organization and Summary of Significant Accounting Policies, Continued 

 

Cash and Cash Equivalents 

 

For the purposes of the statements of condition and cash flows, cash and cash equivalents 

are defined as cash on hand, in banks and in money market funds. Time certificates of 

deposit with initial maturities in excess of ninety days are separately classified. 

 

Loans 

 

Loans are stated at unpaid principal balance less the allowance for loan losses (the 

“Allowance”). Interest income is recognized on an accrual basis. Other credit-related fees 

are recognized as fee income, a component of other income, when earned.  

 

Non-Performing Loans 

 

Generally, loans are placed on non-accrual status upon becoming, contractually past due 

90 days as to principal or interest (unless loans and leases are adequately secured by 

collateral, are in the process of collection, and are reasonably expected to result in 

repayment), when terms are renegotiated below market levels, or where substantial doubt 

about full repayment of principal or interest is evident.  

 

When a loan is placed on non-accrual status, the accrued and unpaid interest receivable is 

reversed and the loan is accounted for on the cash or cost recovery method until qualifying 

for return to accrual status. All payments received on non-accrual loans are applied against 

the principal balance of the loan. A loan may be returned to accrual status when all 

delinquent interest and principal become current in accordance with the terms of the loan 

and when doubt about repayment is resolved.   

 

At December 31, 2022, a loan with an outstanding balance of $1,733,046 is on non-accrual 

status and as such, no accrued interest receivable has been recognized at December 31, 

2022. Additionally at December 31, 2022, no accrued interest receivable was recorded for 

loans that are past due over ninety days.  

 

Impaired Loans 

 

A loan is considered impaired when, based on current information and events, it is probable 

that the Bank will not be able to collect all amounts due from the borrower in accordance 

with the contractual terms of the loan, including scheduled interest payments. Impaired 

loans include all non-accruing loans, all loans modified in a troubled debt restructuring and 

loans classified as doubtful (see Note 3).  

 

 

 

 

 

 



PACIFIC ISLANDS DEVELOPMENT BANK 

Notes to Financial Statements 

December 31, 2022 
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(1) Organization and Summary of Significant Accounting Policies, Continued 

 

Impaired Loans, Continued 

 

When a loan has been identified as being impaired, the amount of impairment is measured 

based on the present value of expected future cash flows discounted at the loan’s effective 

interest rate, the loan’s observable market price, or the estimated fair value of the collateral, 

less any selling costs, if the loan is collateral-dependent. If the measurement of the impaired 

loan is less than the recorded investment in the loan (including accrued interest), an 

impairment is recognized by establishing or adjusting an existing allocation of the 

Allowance. 

 

Loans Modified in a Troubled Debt Restructuring (TDRs) 

 

Loans are considered to have been modified in a troubled debt restructuring when, due to 

a borrower’s financial difficulties, the Bank makes certain concessions to the borrower that 

it would not otherwise consider. Modifications may include interest rate reductions, 

principal or interest forgiveness, forbearance, and other actions intended to minimize 

economic loss and to avoid foreclosure or repossession of collateral.  

 

A modification that results in an insignificant delay in contractual cash flow is not 

considered to be a concession.  

 

During the year ended December 31, 2022, the Bank granted various loan restructuring to 

borrower’s who experienced financial difficulties which resulted in loan delinquencies 

prior to the restructures. The TDRs have brought accounts to current status, recapitalized 

accrued interest receivable, and typically resulted in lower monthly payment requirements, 

either temporarily or permanently. These restructured loans have total outstanding balance 

of $4,123,460 at December 31, 2022. 

 

Allowance for Loan Losses 

 

The Bank maintains an Allowance adequate to cover management’s estimate of probable 

credit losses as of the statement of condition date. Changes to the level of the Allowance 

are recognized through charges or credits to provisions for loan losses. Loans that are 

charged-off reduce the allowance while recoveries of loans previously charged-off increase 

the Allowance.  

 

The Bank does not disaggregate its loan portfolio by segments for the purpose of 

determination of the Allowance. The level of Allowance is generally based on analyses of 

individual borrowers and historical loss experience supplemented as necessary by credit 

judgment to address observed changes in trend or conditions, and other relevant 

environmental and economic factors that may affect the collectability of loans. The Bank 

performs an analysis of individual loans based on its internal risk rating methodology. 
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(1) Organization and Summary of Significant Accounting Policies, Continued 

 

Property and Equipment 

 

Property and equipment are stated at cost less accumulated depreciation. Depreciation on 

all property and equipment is computed under the straight-line method over the estimated 

useful lives of the assets or, for leasehold improvements over the term of lease.  

 

Impairment of Long-Lived Assets 

 

Long-lived assets to be held and used by the Bank are reviewed for impairment whenever 

events and circumstances indicate that the carrying value of an asset may not be recoverable 

from the estimated future cash flows expected to result from its use and eventual 

disposition. In cases where undiscounted expected future cash flows are less than the 

carrying value, an impairment loss is recognized equal to an amount by which the carrying 

value exceeds the fair value of the assets. The factors considered by the Bank in performing 

this assessment include current operating results, trends, and prospects, the manner in 

which the property is used, and the effects of obsolescence, demand, competition, and other 

factors. During the year ended December 31, 2022 the Bank determined that no events or 

changes in circumstances indicated that an impairment of its long-lived assets had 

occurred.  

 

Leases 

 

In February 2016, the FASB issued ASU 2016-02, “Leases” Topic 842, which amends the 

guidance in former ASC topic 840 Leases. This Standard increases transparency and 

comparability by requiring the recognition of leases as right-of-use (“ROU”) assets and 

lease liabilities on the balance sheet for all leases longer than 12 months. Under the 

Standard, disclosures are required to meet the objective of enabling users of financial 

statements to assess the amount, timing, and uncertainty of cash flows arising from leases.  

 

Leases will be classified as finance or operating, with classification affecting the pattern 

and classification of expense recognition in the income statement, over the expected term 

on a straight-line basis.  

 

The Bank adopted the new lease guidance effective January 01, 2022 using the modified 

retrospective transition approach, applying the new standard to all its material leases 

existing at the date of initial application which is the effective date of adoption. Operating 

leases are recognized on the balance sheet as right-of-use assets and noncurrent operating 

lease liabilities. The bank determines if an arrangement is a lease at inception. Operating 

leases are included in operating lease right-of-use (“ROU”) assets and operating lease 

liabilities in the accompanying statement of condition. Finance leases are reflected in the 

accompanying statement of condition as equipment under finance lease, current finance 

lease obligation, and non-current finance lease obligation.  
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(1) Organization and Summary of Significant Accounting Policies, Continued 

 

Leases, Continued 

 

The Bank’s right-of-use asset relates primarily to its office lease with First Hawaiian Bank. 

In cases where a lease agreement includes renewal options, the renewal periods are 

included in the expected lease term if they are reasonably certain of being exercised. As of 

December 31, 2022, the Bank is not reasonably certain that it will exercise its option to 

renew the office lease at the end of its term. The Bank’s lease agreements do not include 

material residual value guarantees or material restrictions or covenants.  

 

Long-term leases (leases with terms greater than 12 months) are recorded as liabilities at 

the present value of minimum lease payments not yet paid. The Bank uses its incremental 

borrowing rate to determine the present value of the lease when the rate implicit in the lease 

is not readily determinable. Short-term leases (leases with an initial term of 12 months or 

less or leases that are cancelable by the lessee and lessor without significant penalties) are 

not capitalized but expensed on a straight-line basis over the lease term.  

 

Estimates  

 

The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 

assumptions that affect the reported amounts of 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.  

 

Material estimates that are particularly susceptible to significant change in the near term 

related to the determination of the allowance for loan losses. 

 

Taxation 

 

The Bank is not subject to taxation within Guam and therefore, no provision for taxes is 

included within the accompanying financial statements. 

  

Significant Group Concentration of Credit Risk 

 

All of the Bank’s lending activities are with individuals and businesses located within 

Guam, the Commonwealth of the Northern Mariana Islands, The Federated States of 

Micronesia, the Republic of the Marshall Islands, and the Republic of Palau. As of 

December 31, 2022, a loan to one borrower aggregated $1.73 million and represented 12% 

of gross loans (see Note 3). 

 

Fair Value of Financial Instruments 

  

Accounting Standards Codification (ASC) Topic 820, Fair Value Measurements and 

Disclosures, defines fair value, establishes a framework for measuring fair value and 

expands financial statement disclosure about fair value measurements.  
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(1) Organization and Summary of Significant Accounting Policies, Continued 

 

Fair Value of Financial Instruments, Continued 

  

Accounting Standards Codification (ASC) Topic 820, Fair Value Measurements and 

Disclosures, defines fair value, establishes a framework for measuring fair value and 

expands financial statement disclosure about fair value measurements.  

 

Under ASC 820, fair value is defined as the price that would be received to sell an asset or 

paid to transfer a liability in an orderly transaction between market participants at the 

measurement date.  

  

ASC 820 also establishes a fair value hierarchy, which prioritizes the inputs to valuation 

technique used to measure fair value into three broad levels:  

 

Level 1 -  Quoted prices in active markets for identical assets of liabilities.   

Level 2 -  Observable inputs other than quoted prices included in Level 1 that 

are observable for the asset or liability, either directly or indirectly.  

Level 3 -  Unobservable inputs that are supported by little or no market activity 

and that are significant to the fair value of the assets or liabilities. 

This includes certain pricing models, discounted cash flow 

methodologies, and similar techniques that use significant 

unobservable inputs.  

  

Recurring Fair Value Measurements 

  

In accordance with accounting principles generally accepted in the United States of 

America, certain assets and liabilities are required to be recorded at fair value on a recurring 

basis. The Bank’s financial instruments are cash, accrued interest receivable, prepaid 

expenses, and other liabilities. The carrying amount reflected in the statement of condition 

for loans receivables approximates fair value as the notes either carry variable interest rates 

or are with interest rates that are comparable to similar arrangements offered to other 

borrowers having similar repayment terms, collateral requirements, and level of credit risk.  

 

Risks and Uncertainties 

 

In the normal course of its business, the Bank encounters the three components of economic 

risks: interest rate risk, credit risk and market risk. The Bank is subject to interest rate risk 

to the degree that its interest-bearing liabilities mature or re-price at different speeds, or on 

a different basis, than its interest-earning assets. Incorporated into interest rate risk is 

prepayment risk. Prepayment risk is the risk associated with the prepayment of assets, and 

the write-off premiums associated with those assets, if any, should interest rates fall 

significantly. Credit risk is the risk of default, primarily in the Bank’s loan portfolio that 

results from the borrower’s inability or unwillingness to make contractually required 

payments. 
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(1) Organization and Summary of Significant Accounting Policies, Continued 

 

Risks and Uncertainties, Continued 

 

Market risk reflects changes in the value of securities, and the value of collateral underlying 

loans receivables. Credit and market risks can be affected by a concentration of business 

within the Pacific Island region. 

 

(2) Loans Receivable 

 

The loan portfolio consists of direct loans. The interest rates on commercial loans, 

consumer loans and residential loans are predominately at a fixed rate of 10%, 13% and 

7%, respectively. Most commercial and residential loans have been collateralized by 

various forms of collateral whereas consumers loans are mostly unsecured. 

 

Loans financed by the Bank’s borrowings from the United States Department of 

Agriculture (USDA) are classified under its Intermediary Relending Program (IRP). Loans 

financed by the Bank’s borrowings from the Federated States of Micronesia Development 

Bank (FSMDB) are classified under the FSMDB loan program.  

 

A summary of the balances of loans at December 31, 2022 follows: 

 
 

In the ordinary course of business, the Bank has entered into transactions with its 

employees, directors and their affiliates. Such transactions were made on substantially the 

same terms and conditions, including interest rates and collateral, as those prevailing at the 

same time for comparable transactions with other customers.  The aggregate amount of 

loans outstanding to such related parties at December 31, 2022 was $1,238,000. The 

December 31, 2022 balance includes $255,000 of loans outstanding from former officers 

and directors. 

 

 

 

 

 

Commercial - PIDB direct loan program 8,062,815$    

Residential loans 4,927,085      

Commercial - USDA IRP 528,316         

Consumer 293,076         

Commerical - FSMDB import/export 105,850         

Residential - FSMDB 855,833         

Gross loans 14,772,975    

Less: allowance for loan losses (2,942,771)    

Net loans 11,830,204$  
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(3)  Allowance for Loan Losses 

 

A summary of the changes in the allowance for loan losses for the year ended December 

31, 2022 follows: 

 

 
 

Credit Quality Indicators  

 

The Bank uses an internal credit risk rating system that categorizes loans into pass, special 

mention, substandard, doubtful or loss categories. Credit risk ratings are applied 

individually to each loan on a monthly basis.  

 

The following are the definitions of the Bank’s credit quality indicators: 

 

Pass: Loans in this category have a high probability of being paid as agreed. The credit 

carries a level of risk commensurate with the returns provided without placing the Bank 

in any exposure.  

 

Special Mention: Loans in this category have potential weaknesses that deserve 

management’s close attention. If left uncorrected, these potential weaknesses may result 

in deterioration of the repayment prospects for default of loan. Special mention loans are 

not adversely classified and do not expose the Bank to significant risk to warrant such 

adverse classification.  

 

Substandard: Loans in this category are inadequately protected by the current worth and 

paying capacity of the obligors or of the collateral pledged. Loans so classified must 

have a well-defined weakness or weaknesses that jeopardize the liquidation of the debt. 

They are characterized by the distinct possibilities that the Bank may sustain some losses 

if the deficiencies are not corrected.  

 

Doubtful: Loans classified in this category have all the weaknesses inherent in those 

classified Substandard with the added characteristic that the weaknesses make collection 

or liquidation in full, on the basis of currently known facts, conditions and values, highly 

questionable and improbable. Loans classified as Doubtful are considered to be 

impaired.  

 

 

 

 

 

Balance at beginning of year 3,364,106$     

Loan charge-offs (474,647)         

Recoveries of loans previously charged off 53,312            

Provision for loan losses -                  

Balance at end of year 2,942,771$     
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(3)  Allowance for Loan Losses, Continued 

 

Credit Quality Indicators, Continued 

 

Loss: Loan is considered uncollectible and of such little value that its continuance on the 

books is not warranted. A loan under this classification does not mean it has absolutely 

no recovery or salvage value, rather it is not practical or desirable to defer writing off the 

loan even though partial recovery may occur in the future.  

 

The Bank’s credit quality indicators are periodically updated on a case-by-case basis.  

 

The following presents by class and by credit quality indicator, the recorded investment 

in the Bank’s loans as of December 31, 2022: 

 

 
At December 31, 2022, impaired loans of $226,938 represent loans classified as doubtful, 

with total recorded allowances of $136,163. Included under sub-standard loans is one loan 

totaling $1,733,046 as of December 31, 2022, with a 75% allowance of approximately 

$1,300,000. 

 

These loans are significantly past due with nominal collections and no interest income has 

been recognized during the period ended December 31, 2022. Although the Bank continues 

to aggressively pursue collection efforts, provisions ranging from 50%-100% have been 

provided as ultimate collectability is uncertain. 

 

Included under special mention loans are two loans totaling $636,124 as of December 31, 

2022 with allowances of 20%, approximating $127,000. Although these loans are not 

significantly past due, the Bank has applied additional provisioning due to perceived 

uncertainties regarding future repayment capacity.  

 

 

 

 

 

 

 Pass 

 Special 

Mention  Sub-standard  Doubtful  Loss Total

PIDB Direct 3,503,980$  760,566$      3,787,353$   10,916$         -$         8,062,815$     

Residential 4,470,367    28,480          228,993        199,245         -           4,927,085       

IRP 526,417       -                1,899            -                -           528,316          

Consumer 200,251       -                76,048          16,777           -           293,076          

FSMDB:

    Commercial 105,850       -                -                -                -           105,850          

    Residential 855,833       -                -                -                -           855,833          

Total 9,662,698$  789,046$      4,094,293$   226,938$       -$         14,772,975$   
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(3)  Allowance for Loan Losses, Continued 

 

The following presents by class, an aging analysis of the Bank’s loan portfolio as of 

December 31, 2022: 

 

 
At December 31, 2022, current loans include loans totaling $79,639 that had been subjected 

to TDRs in the first and second quarter of 2022 and were past due 90 days or more prior to 

restructuring. Also included are loans totaling $2,178,946 that had been subjected to TDRs 

in the last quarter of 2021 which were past due 90 days or more prior to restructuring. 

 

The following presents by class, the related allowance provisioned for loans past due 90 

days or more as of December 31, 2022: 

 

 
PIDB direct and IRP loans are comprised of commercial loans which generally represent 

financial assets where repayment is anticipated substantially through the operation of the 

collateral securing the loan. For commercial loan collateral, the Bank normally requires at 

a minimum, the following:  1st chattel mortgage on all business assets existing and to be 

acquired, 1st lien mortgage position on the real property in which a borrower’s business is 

situated, personal guaranty of business principals, and when applicable, assignment of 

rental income from real property. At December 31, 2022 there were no unsecured 

commercial or residential loans in the Bank’s loan portfolio.  

 

 

 

Current

 30-59 Days 

Past Due 

 60-89 Days 

Past Due 

 Past Due 90 

Days or More Total

PIDB Direct 3,722,014$     25,391$          1,107,899$     3,207,511$       8,062,815$    

Residential 4,329,472       140,895          28,480            428,238            4,927,085      

IRP 403,126          123,291          -                 1,899                528,316         

Consumer 164,734          35,518            -                 92,824              293,076         

FSMDB:

    Commercial 105,850          -                  -                 -                    105,850         

    Residential 495,172          169,969          190,692          -                    855,833         

Total 9,220,368$     495,064$        1,327,071$     3,730,472$       14,772,975$  

Total  Allowance 

PIDB Direct 3,207,511$    1,745,399$    

Residential 428,238         188,245         

IRP 1,899             570                

Consumer 92,824           32,880           

Commerical - FSMDB import/export -                 -                 

Residential - FSMDB -                 -                 

Total 3,730,472$    1,967,094$    
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(4) Property and Equipment 

 

 A summary of property and equipment as of December 31, 2022, is as follows: 

 

  
(5)  Leases 

 

The Bank’s operates from a leased office space in a commercial building. The lease has a 

remaining term of 6 years and includes an option to extend the lease subject to agreements 

between the lessor and lessee. Variable non-index lease payments include charges, other 

than base rent, that are passed on to the Bank from the lessor. Such charges for the Bank’s 

commercial lease include common area maintenance fees and gross receipts tax; both of 

which are expensed as incurred. At December 31, 2022 these variable lease payments 

totaled $29,952 and $3,195, respectively. 

 

The following summarizes the line items in the financial statements which include amounts 

for operating leases for the year ended December 31, 2022:  

 

 
 

 

 

 

 

 

 

 

 

 

Description

Estimated 

Useful 

Lives

Computers and software 5 years 27,670$     

Vehicles 5 years 85,900       

Office furniture and equipment 10 years 21,963       

135,533     

Less: accumulated depreciation (33,123)     

  102,410$   

Operating lease right-of-use assets 159,134$       

Operating lease liabilities 161,177$       

   Amortization of right-of-use assets 28,753$         

   Interest on lease liabilities 1,998             

Total lease expense 30,751$         
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(5)  Leases, Continued 

 

Supplemental information related to the Bank’s lease follows:  

 

 
 

The following is a schedule, by years, of future minimum lease payments required under 

operating leases: 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Cash paid for amounts included in measurement of lease liabilites:

   Operating cash flows from operating leases 63,897$        

Remaining lease term - Operating lease 6 Years

Discount rate - Operating lease 6.00%

Year Ending December 31,  

2023 64,948$        

2024 66,420          

2025 66,420          

2026 66,420          

2027 66,420          

                  Thereafter 38,745          

Total lease payments 369,373$      

Less: variable lease charges (185,700)       

Imputed interest (22,496)         

Present value of lease liabilities 161,177$      
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(6) Debt

Debt as of December 31, 2022, consists of the following: 

The IRP loans are collateralized by all repayments, interest, fees, investments and other 

revenues collected or generated from the IRP loans. The FSMDB loans are collateralized 

by the Bank’s general assets under a security agreement.  

The Bank paid $43,707 in interest expense on the aforementioned debt as of December 

31, 2022 

A $500,000 Intermediary Relending Program (IRP) loan by the

U.S. Department of Agriculture (USDA) on October 7, 2003.

Interest fixed at 1% per annum. Interest-only payment for the

first 3 years with twenty-seven equal principal and interest annual 

installments beginning October 7, 2007.

219,023$     

A $750,000 IRP loan by the USDA on June 27, 2006. Interest

fixed at 1% per annum. Interest-only payment for the first 3

years with twenty-seven equal principal and interest annual

installments beginning June 27, 2010. 434,712       

A $750,000 IRP loan by the USDA on September 9, 2008.

Interest fixed at 1% per annum. Interest-only payment for the

first 3 years with twenty-seven equal principal and interest annual 

installments beginning September 8, 2012. 467,117       

A $350,000 IRP loan by the USDA on March 7, 2013. Interest

fixed at 1% per annum. Interest-only payment for the first 3

years with twenty-seven equal principal and interest annual

installments beginning March 7, 2017. 168,763       

A $500,000 loan with the FSM Development Bank (FSMDB) on

September 16, 2010. Interest fixed at 4% per annum. Interest-

only payment for the first 3 years, thereafter forty equal quarterly

of $15,228. 61,704         

A $1,000,000 loan with the FSMDB on March 17, 2015. Interest

fixed at 4% per annum. Interest only payments for the first 3

years, thereafter forty equal quarterly of $30,456. 592,871       

1,944,190$  
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(6)  Debt, Continued 

 

At December 31, 2022, future maturities of debt are as follows:  

 

 
(7) Restricted Contributions 

 

In February 2017, the Bank and the Yap State Government entered into a Memorandum of 

Understanding (MOU) pursuant to Yap State Public Law 9-35 (the Act) dated July 2016. 

The Act authorizes the appropriation of $3 million for the purpose of funding a Yap State 

development loan program to be administered by the Bank. Under the MOU, the Bank 

essentially performs all underwriting, disbursement, credit administration activities 

relating to funded loans and is required to provide periodic reports to Yap State 

Government. The MOU sets forth eligibility requirements, including business sector, 

borrower citizenship and residency requirements, as well as loan requirements, such as 

collateral and interest rates. The MOU does not contain provisions to require the repayment 

of unused loan funds or payments collected from borrowers back to the Yap State. The 

MOU does not contain any provisions in sharing of interest income earned. Lastly, the 

MOU does not contain any provisions to require the funds to be maintained in revolving 

fund. The Bank has determined obligations are met once the funds have been disbursed for 

intended purposes; however, it intends to re-lend available funds to eligible Yap State 

borrowers. 

 

On September 03, 2021, pursuant to Yap State Public Law 10-58, the Yap State 

Government amended the Act to reclassify the fully disbursed $3 million contribution to 

capital stock in the Bank. Furthermore, Yap State Law No. 10-58 established subsequent 

negotiations between the Yap State Government and the Bank to terminate the Yap State 

development loan program. Pursuant to Public Law 10-58, the contributions were 

reclassified to Yap State common stock in the Bank. There are three remaining outstanding 

loans under the program totaling $2,653,707 at December 31, 2022.  

 

At December 31, 2022, the contributions are presented as a part of unrestricted 

contributions, a component of shareholders’ equity, consistent with its understanding of 

the terms of the MOU.  

 

 

 

 

Year Ending December 31,  

2023 220,331$       

2024 209,675         

2025 189,825         

2026 195,062         

2027 200,486         

                  Thereafter 928,811         

1,944,190$    
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(8) Commitments and Contingencies  

  

 Undisbursed Loans 

  

The Bank approved loans aggregating $1,343,000 which were not fully disbursed.  Of that 

amount, the undisbursed amount totaled $712,953 as of December 31, 2022. 

Compensated Absences 

  

Certain employees are entitled to vacation and sick leave. The Bank’s policy is to expense 

these items as incurred.  

 

(9) Employee Benefit Plan  

 

The Bank has a 401(k) Employee Benefit Plan whereby substantially all employees 

participate in the Plan after meeting certain eligibility requirements, namely, completion 

of one year of continuous employment. Employee contributions to the Plan are 5% of gross 

salaries and are 100% vested after three years of service. For employer matching purposes, 

the Bank contributes 10% of employee gross salaries. During the year ended December 31, 

2022, the Bank contributed $16,257 to the Plan which is included as a component of 

salaries and related expenses in the statement of operations.  

 

(10) Risk and Uncertainty  

 

On March 11, 2020, The World Health Organization declared the novel strain of 

coronavirus (COVID-19) a global pandemic and recommended containment and 

mitigation measures worldwide. In response, governments all over the world implemented 

actions which impacted the microeconomic environment, increased economic uncertainty 

and reduced economic activities.  

 

The Bank’s business and earnings are closely tied to the economies of Guam, CNMI, and 

ROP, which rely heavily on tourism, real estate, construction and other related service-

based industries. The impacts of travel restrictions, business closures and stay-at-home 

orders have resulted in immediate adverse impact to some of the Bank’s borrowers during 

2022.  

  

(11) Subsequent Events 

 

Management has evaluated subsequent events through March 27, 2023, which is the date 

that the financial statements are available to be issued. There were no material subsequent 

events that would require recognition or disclosure in the financial statements for the year 

ended December 31, 2022. 
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