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LETTER TO THE SHAREHOLDERS: 

Dear Shareholders: 
 
On behalf of the Board of Directors, we are pleased to present the Annual Report for the year ended December 31, 2018 and the 
Audited Financial Statements for the FSM Development Bank for the years ended December 31, 2017 and 2018.  
 
Our achievements in 2018 reflect the commitment of many people working together with a united vision and goal.  FSMDB has once 
again proven its ability to transform challenges into opportunities, achieving growth under difficult economic conditions.  Our 3-year 
rolling plan was internally formulated and adopted in 2018.  This plan details actions required over the next 3 year period, taking into 
account changes in the FSM economy, the needs of the country, and the roles each of our capable staff can contribute to make FSMDB 
operations successful. FSMDB is of the view that all stakeholders, including our Government Shareholders, Board of Directors, 
employees of FSMDB, and our valued customers, play an important role in the achievement of our goals. At the end of the day, this 3 
year plan guides us to continually view our business processes in order to effectively serve our customers.   
 
At the end of 2018, we are much closer to becoming accredited with the Green Climate Fund.  Being accredited will give FSMDB access 
to funding that will have significant effects not only to the FSMDB institution, but to the nation as a whole.  In terms of statistics, FSMDB 
in 2018 approved $23.15 million for 494 loans.  Business loans represented 86%, consumer loans at 13% and the remaining 2% for 
residential loans. The loan portfolio at year end stood at $37.4 million; loans to the Tourism Sector constituted 24% followed by 
Wholesale/Retail at 16%, Real Estate development at 12% , Agriculture/Fisheries at 2%, Transportation and Construction at 4% and 7% 
respectively, and the remaining sectors at 35%.  In terms of loan approvals for 2018, over 89% was approved for loans in the 
commercial, tourism, and agriculture/fisheries sectors.  No contributions or subsidies from the government were received in 2018 
 
Financially, FSMDB ended 2018 with a net increase in assets of $836,455. The bank was also able to generate enough in revenues from 
its core operations to cover our expenses and increase its assets with the surplus.  Furthermore, as we have in prior years, we again 
achieved an unqualified opinion from our external auditors for the period under review.   
 
Though there is much room for improvement, we are pleased with the 2018 results and continue to emphasize to staff the need to do 
better.  We are dedicated in fulfilling our mandate, which is to contribute to the development of our islands. We believe it is important 
that FSMDB continues to strengthen its balance sheet, improve earnings, and expand its financial, human, and technical resources and 
capabilities – all the while driving FSM’s economic growth.  As a commitment to the FSM people, we stand ready to collaborate with our 
shareholders to advocate for and achieve our mission, our vision, and our goals.   
 
2019 is poised to be another challenging year, especially in terms of funds needed to finance lending activities. A project pipeline of $60 
million has been identified, creating a dire need for injection of funds or additional capital to successfully meet our lending targets.  
Despite the challenges, we believe we are prepared to meet the expectations of our stakeholders and the customers we serve.  As we 
move forward, we want to thank our shareholders for their continued support and to the Board of Directors for their tireless efforts.  We 
also want to acknowledge the dedication of FSMDB’s management team and hardworking staff, who ensure that our Bank is operating 
and managed prudently.  Bust most especially, we take this opportunity to thank our customers for allowing us to serve you as “Your 
partner in business.”   
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ABOUT THE BANK 

Establishment: 

The Federated States of Micronesia Development Bank (FSMDB) is a component unit of the National Government of the 
Federated States of Micronesia. It was established in 1979 by Public Law 1-37. The Bank opened operation in 1980 but lending did not start 
until 1982.  In 1994, the enabling law that created the Bank was amended to reorganize the structure of the Bank into a corporation.   

The primary function of the Bank initially was to provide financing to commercial businesses mainly in the FSM. Over the years, 
the Bank has added more programs to meet its strategic objectives and customer needs. In 2008, the Bank created its residential home 
loan program to help locals build their homes. In 2011, the Bank added a consumer lending revolving fund mainly to help generate 
revenue.  

The FSM Development Bank is a key player in the development of the private sector in the Federated States of Micronesia that 
enjoys the confidence of the national and state leaders, its customers, and stakeholders. FSMDB services and performance are 
comparable to the best-managed development financial institutions in the Pacific region. 

The bank’s headquarters is located in the State of Pohnpei, the capital of the FSM. The Bank also has branch offices in the other 
three FSM states of Chuuk, Kosrae and Yap and an online presence at www.fsmdb.fm. 
 
Vision: 
To be Micronesia’s Premiere Development Finance Partner and Leading Catalyst for Transforming FSM Sustainable Development. 
We make the best investment decisions to achieve the national vision of a vibrant private-sector led economy throughout the Federated 
States of Micronesia. 

 
Mission: 
To facilitate sustainable development of FSM through strategic partnership with our stakeholders, delivering financial products and 
services for the benefit of the people of FSM. 

 Initiate and promote through direct lending and ensuring financial sustainability of FSMDB to complete its Mission. 

 Development of energy efficient housing and industry principally to align with the national governments priority sectors of 
agriculture, tourism, marine resources, infrastructure and energy emphasizing new enterprises and import substitutes. 

 

Core Values: 

 Customer satisfaction – through the provision of professional customer service; 

 Teamwork – through mutual respect, cooperation, loyalty, commitment, collaboration and dedication; 

 Integrity– through observing the highest standards of ethics, accountability, transparency and to treat all stakeholders equitably; 

 Inclusiveness – through undertaking economic development that enhances the life of all the people of FSM whilst sensitive to the 
protection of the environment and respectful of our culture and heritage; AND 

 Excellence – through achieving the highest level of performance by continuously improving our skills and business practices.  

 

  

http://www.fsmdb.fm/
https://www.google.fm/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjC-J6copraAhXEybwKHYFIAToQjRx6BAgAEAU&url=http://www.san-alejandro.com/en/mission_vision_values&psig=AOvVaw1pHJ4W3QpwxymHZM3kLQIe&ust=1522709217556934
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SHAREHOLDERS: 
The FSM National Government is the principal shareholder of the bank.  It owns 98.8% of the 

outstanding shares.  The States of Chuuk and Kosrae each own 0.9% and 0.3% of the bank’s outstanding shares 
respectively.  The States of Pohnpei and Yap are not shareholders but they are given representation on the 
Bank’s Board of Directors to ensure that all the FSM States are represented.  

 
Shareholders No. of Shares Amount 

   
FSM National Government 3,197,883 $31,978,830  
State of Kosrae 9,000 $90,000  
State of Chuuk 30,000 $300,000  
Total Shares 3,236,883 $32,368,830  
   

BOARD OF DIRECTORS:  

The Board of Directors is comprised of seven members.  Six of them are elected by the shareholders. 
The seventh member is the President and Chief Executive Officer (CEO), who serves as the Ex-Officio to the 
board. Aside from the Ex-Officio, all board members serve a term of 3 years on a staggering basis.  The 
composition and representation of the Board for the period under review were as follows: 

John Sohl, Chairman, Peter Aten, Vice Chairman,  Members Maria Laaw , Alik Isaac, Senny Phillip, & Florian 
Yatilman. 

 
 

  

 

                                                    Anna Mendiola, Ex-Officio 
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MANAGEMENT: 

FSMDB is managed by a senior management team or corporate officers comprised of a President/Chief Executive 
Officer (CEO), Senior Vice President/Business Development Officer (BDO), and Chief Financial Officer (CFO). Assisting the 
senior management team are a Legal Counsel and Internal Auditor/Compliance Officer. For the period under review, the 
Bank’s corporate officers comprised of the following individuals: 

 

President/CEO:      Anna H. Mendiola 
Senior Vice President/BDO:    Fabian S. Nimea 
Chief Financial Officer:    Brandon J. Tara 

 

Internal Audit: 
FSMDB believes that an independent internal audit function of the bank is important to provide independent 

assurance that the bank’s lending practices, risk management, governance, and internal control processes are operating 
effectively.  With integrity and accountability, FSMDB’s internal auditor, who reports directly to the Board of Directors and 
has its own charter, provides periodic insight and recommendations based on audits, analyses, and assessments of data 
and processes.  
 

Appreciation to former staff:   
We would like to acknowledge Mr. Alik Alik, SVP/COO and Ms. Cereza Narruhn, Chuuk Branch Secretary who left 

the Bank in 2018 to pursue other endeavors, and we wish them well! 
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FSMDB Organizational Chart:   
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MANAGEMENT REPORT: 

FSMDB continues to grow its assets by strategically ensuring that more than enough revenues are 
generated to cover operating expenses and surplus earnings are retained to increase assets. To ensure future 
growth and sustainability, within the last five years, the Bank has grown its assets from $52 MM beginning in 
2014 to $60 MM in 2018 as illustrated below.  Our loans receivable have also grown within the last five years.  
Although the Bank has reduced its interest rates on its business loans from 9% down to a range of $4% - 7% to 
be more attractive to the business community, our 2018 earnings from operations was positive and the return 
on equity has remained positive over the last few years.  FSMDB has for the past 5 years ended the year with a 
positive net position, allowing for more funds to be lent to our valuable customers.  Lastly, the Bank has been 
able to improve collections and streamline expenses to maintain financial stability over the years.   

 

  The Bank’s assets have steadily grown in the last five years.   
 

 The Bank’s return on equity has remained positive the last five years.  
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5 Year Growth in Assets (in millions) 
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BUSINESS DEVELOPMENT: 

The Bank’s Business Development arm has been successfully meeting its objectives of aligning the 
strategic elements of the Bank’s business in such a way as to best support the fulfillment of its long-term 
purpose. To ensure strategic alignment, the Bank’s people, culture, structure and processes have striven to 
adapt as the Bank’s strategy itself shifts. Over the years, the Bank has made many exciting improvements in 
delivering its programs.   

 

Hotel Operations in Yap and Chuuk 

 
 

  

https://www.google.fm/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjhzbvd34vaAhXMvLwKHQoND0cQjRx6BAgAEAU&url=https://www.facebook.com/fphideawayhotel/?rc%3Dp&psig=AOvVaw3oCHrgmn8LM7m2WW6U49CE&ust=1522214046545218
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LENDING UPDATES: 

 
For the period between January 2018 and December 2018, FSMDB approved $23.15 million for 494 

loans.  Business loans represented 86%, consumer loans at 13% and the remaining 2% for residential loans. The 
loan portfolio at year end stood at $37.4 million; loans to the Tourism Sector constituted 24% followed by 
Wholesale/Retail at 16%, Real Estate development at 12% , Agriculture/Fisheries at 2%, Transportation and 
Construction at 4% and 7% respectively, and the remaining sectors at 65%.  In terms of loan approvals for 2018, 
over 89% was approved for loans in the commercial, tourism, and agriculture/fisheries sectors.  No 
contributions or subsidies from the government were received in 2018. 

 
Business Projects 
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Photos: FSMDB-funded HELP Projects (Energy efficient homes) 
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5 Year Trend -- Loan Approvals (In Millions) 
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Human Resources & Training: 

Human resources development has always been an important component of the bank’s strategic goals.  
The bank places emphasis on training its Board members on governance, its management team, as well as its 
many employees on important banking, financial, technical, and other educational programs.  The bank also 
assists or facilitates in training initiatives geared at helping many of its customers and clients on important 
matters pertaining to their businesses while they grow and prosper. 
 

Asia Pacific Association of Fiduciary Studies. L5 Training. Manila, Philippines Dec. 2018 
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Corporate Social Responsibility: 

In addition to supporting FSM’s nation building efforts through our many projects, our Home Energy 
Loan Program (HELP) for energy efficient homes, and our in-house Development Finance & Training Institute, 
FSMDB also believes in supporting the nation in civic and socially responsible activities that contribute to the 
development of the FSM.  At FSMDB, we value people. We respect our environment.  We promote sustainable 
economic development.  As your partners in business, for many years now, we have been contributing and will 
continue to contribute to disaster mitigation and climate change resilience efforts, local conferences and 
training/workshops, sporting events, cultural activities, and educational endeavors of many individual students 
through our scholarship program, to local schools, and other worthy programs.   
*************************************************************************************** 

 

 

PC D. Leeling  

https://www.google.fm/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjv_NrbxdjgAhXFvp4KHZ4cD7wQjRx6BAgBEAU&url=https://danaleeling.wordpress.com/2012/04/07/rahn-en-tiahk/&psig=AOvVaw1usS3QNN1tUc_rmCcXpIxf&ust=1551241033432709
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