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The Territory of American Samoa's general credit quality (Ba3 negative) reflects its small
and volatile economy; low income levels; significant long-term liabilities; improving, but
weak financial position; and financial management challenges. The rating also factors in its
status as a US territory which receives substantial operating and capital assistance from the
federal government. Additionally, the rating incorporates risks associated with operating a
government-owned charter bank.
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Credit strengths
» Direct pledge of specific tax revenues with monthly transfers to the trustee
» Trend of generous operating and capital assistance from the US government

Credit challenges
» Small and volatile economy concentrated in tuna packing
» Low income levels
» High levels of debt and pension liabilities
» Improving, but still weak general fund position
» Financial management challenges including weaknesses in tax collection procedures and
financial controls, evidenced by a qualified audit opinion
» Risks associated with operating a government-owned charter bank
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Rating outlook
The negative outlook reflects the fiscal challenges facing American Samoa as a result of stagnant revenues and the need to improve the
funding of its retirement system and service an increased debt burden.

Factors that could lead to an upgrade
» Diversification and growth of economy
» Substantial improvement in financial management and financial position

Factors that could lead to a downgrade
» Weakening of financial position
» Economic deterioration
» Reduction of US federal support
» Failure to improve funding of the territory's retirement system

Key indicators
Exhibit 2

General Fund Revenues ($000s)
Total General Fund Balance ($000s)
Total General Fund Balance as % of Revenues
Unassigned General Fund Balance ($000s)
Unassigned General Fund Balance as % of Revenues
Gross Domestic Product ($ millions, CY)
GDP % Change (CY)
Populaton (CY)
GDP per Capita ($, CY)
GDP per Capita as % of US (CY)

FY 2013

FY 2014

FY2015

FY 2016

FY 2017

99,086
(4,805)
-4.8%
(6,230)
-6.3%
641
-0.5%
57,000
11,246
22.4%

100,046
(13,157)
-13.2%
(14,956)
-14.9%
643
0.3%
57,500
11,183
21.9%

103,798
(9,160)
-8.8%
(11,420)
-11.0%
661
2.8%
58,100
11,377
21.1%

96,070
(3,106)
-3.2%
(6,677)
-7.0%
653
-1.2%
58,600
11,143
20.1%

94,949
786
0.8%
(959)
-1.0%
634
-2.9%
58,700
10,801
18.1%

Source: American Samoa audited financial statements with Moody's calculations; US Bureau of Economic Analysis.

Profile
American Samoa is a chain of seven small islands in the Pacific Ocean about 2,700 miles southwest of Hawaii and 2,300 miles
northeast of New Zealand, that became a US territory in 1900. The territory is self-governing under a 1966 constitution. The economy
is concentrated in government and tuna packing. The population is 58,700.

Detailed credit considerations
Economy
American Samoa is one of the two smallest US territories, with a population of only 58,700 in 2017. Its income levels are the lowest of
the territories. Gross domestic product (GDP) per capita is only 18.1% of the US level.
The economy is concentrated almost entirely in government and tuna packing, causing GDP and employment to be highly volatile.
Government accounts for 36% of total employment (2017) versus the US mainland average of 15%. Tuna canneries account for 14% of
total employment and 22% of total private sector employment (2017). Although an island, tourism is limited and primarily consists of
approximately 20 cruise ship landings per year.
This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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In December 2016 one of the territory’s two tuna canneries closed. The second cannery, operated by Starkist, continues to operate
and reportedly has plans to expand production. It faces numerous challenges, however, including competition from lower cost foreign
canneries.
ENVIRONMENTAL CONSIDERATIONS
While the territory is not generally prone to tropical cyclones, the risk of these events will likely increase with climate change. We
expect that assistance will continue to be available to American Samoa from the federal government in the event of tropical storms or
other natural disasters such as tsunamis.
Finances and Liquidity
The territory's financial operations are highly dependent on federal grants. In fiscal 2017 federal revenues represented 63.6% of total
governmental revenues. Local tax revenues made up only 26.6%. Both federal and local tax revenues have been stagnant in recent
years, posing a challenge to the government.
The government generally had positive general fund balances prior to 2009. By the end of fiscal 2014, following a series of operating
deficits, the government had accumulated a general fund deficit of $13.2 million, 13.2% of revenues. The earlier operating deficits
were due in part to the impact of a tsunami and closing of one tuna cannery. Territory officials also attribute the operating deficits
to continuing problems with tax collections, one-time spending for infrastructure projects, and a write-off of some federal grant
receivables.
The general fund's financial position has improved steadily since 2014. By the end of fiscal 2017, the general fund balance had reached a
positive $786,000, a net improvement of $13.9 million from the fund deficit in 2014. In part, the improvement was due to government
initiatives to improve tax collections and control spending. But $7.3 million, over half of the total, was due to a one-time gain from the
forgiveness by the power authority of payables owed by the government in exchange for the transfer of capital assets funded with bond
proceeds. The government estimates that the general fund balance increased again in fiscal 2018.
In 2015 the government established a charter bank, owned and operated by the government, to provide needed banking services to
residents and businesses. The new bank was capitalized with proceeds of $23 million Series 2015B general revenue bonds and has
begun operations. The government-owned bank is not FDIC-insured or regulated, but the government has established its own oversight
department to regulate it. The bank is not expected to require an operating subsidy from the government, but the bank represents a
potential financial risk for the government.
LIQUIDITY

The territory has not borrowed externally for cash flow but has a history of internal borrowing, especially from its pension system and
power authority.
Debt and Pensions
DEBT STRUCTURE

American Samoa's bonded debt consists of general revenue bonds. Following the planned issuance of $50 million Series 2018 bonds,
the territory will have $123.8 million general revenue bonds outstanding. The general revenue bonds are fixed rate with generally level
debt service. Other long-term debt includes a $9.4 million loan from the US Department of the Interior and a $3.6 million loan from
Federal Emergency Management Agency (FEMA). The FEMA loan is expected to be forgiven.
The general revenue bonds are backed by the full faith and credit of the territory. They are additionally secured by a pledge of specific
revenues. As defined by the bond indenture, the revenues are comprised of personal income taxes, corporate income taxes, and
certain excise taxes that include a tax on imported beer, malt extract, alcoholic beverages, motor vehicles, and others. The pledge of
tax revenues is subject to the prior deduction of certain legislative earmarks. These pledged taxes are collected by the territory and
transferred to the trustee on the 15th of each month on a one-sixth, one-twelfth basis. Additional bonds may be issued subject to a 4.0
times test based on historical revenues and average annual debt service. The bonds have a standard debt service reserve fund. Fiscal
2017 revenues provide 4.2 times coverage of peak debt service following the issuance of the Series 2018 bonds.
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Similar to the other US territories, American Samoa’s overall debt levels are notably higher than the medians for US states: debt per
capita is $2,361 (compared to Moody's 50-state median of $987) and debt to GDP is 21.9% (compared to 50-state median of 2.1%).
Fixed costs, debt service plus the Moody's-calculated tread water pension contribution, are high. Fixed costs represent 12.9% of total
governmental revenues (including federal revenues) and 35.4% of governmental own-source revenues (excluding federal). The 50-state
median for fixed costs as a percent of own-source revenues is 9.2%.
DEBT-RELATED DERIVATIVES

The territory does not have any debt-related derivatives.
PENSIONS AND OPEB

The government's retirement fund has a significant unfunded liability and contributions fall short of the actuarial required amount.
As of September 30, 2017, American Samoa’s pension plan net position was 55.0% of its total pension liability of $354.1 million. The
legislature will consider proposals to improve funding in its upcoming session. The territory has no OPEB benefits or liability.
Governance
American Samoa is an unincorporated territory of the US. It is self-governing under a 1966 constitution, with oversight by the
Department of Interior’s Office of Insular Affairs. It has an elected governor and legislature. The US Secretary of Interior appoints
justices to American Samoa’s courts.
While the territory has a long history of timely audits, recent audits have had a significant number of qualifications. The government
has hired a contract controller to work with the auditors to strengthen internal controls and eliminate audit qualifications.
Rating Methodology and Scorecard Factors
The US States and Territories Rating Methodology includes a scorecard, which summarizes the 10 rating factors generally most
important to state and territory credit profiles. Because the scorecard is a summary, and may not include every consideration in the
credit analysis for a specific issuer, a scorecard-indicated outcome may or may not map closely to the actual rating assigned. American
Samoa's Ba3 rating is one notch higher than its scorecard-indicated outcome, because the rating incorporates recent positive financial
trends and enhanced financial discipline, as discussed in this Credit Opinion.
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Exhibit 3

US states and territories rating methodology scorecard
American Samoa (Territory of)
Rating Factors

Measure

Score

a) Per Capita Income Relative to US Average [1]

18.1%

Caa

b) Nominal Gross Domestic Product ($ billions) [1]

$0.6

B

Factor 1: Economy (25%)

Factor 2: Finances (30%)
a) Structural Balance
b) Fixed Costs / State Own-Source Revenue [2]
c) Liquidity and Fund Balance

Ba

Ba

12.9%

Aa

Baa

Baa

Ba

Ba

64.6%

B

Factor 3: Governance (20%)
a) Governance / Constitutional Framework
Factor 4: Debt and Pensions (25%)
a) (Moody's ANPL + Net Tax-Supported Debt) / State GDP [2] [3]
Factors 5 - 10: Notching Factors [4]
Adjustments Up: None

0

Adjustments Down: Economic or Revenue Concentration or Volatility

-1

Rating:
a) Scorecard-Indicated Outcome

B1

b) Actual Rating Assigned

Ba3

[1] Economy measures are based on data from the most recent year available. As a proxy for per capita income relative to the US average, the territory’s GDP per capita relative to the US
average is used.
[2] Fixed costs and debt and pensions measures are based on data from the most recent debt and
pensions medians report published by Moody’s.
[3] ANPL stands for adjusted net pension liability.
[4] Notching factors 5-10 are specifically defined in the US States and Territories Rating Methodology.
Source: US Bureau of Economic Analysis, American Samoa audited financial statements, Moody's Investors Service
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