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Deloitte
Touche
Tohmatsu

B() ] r ( l  ( ) f  l ) i rcu10l  s
\ l . r rs l l r l ls  F-nc lqr  [ 'onrp l r r r r .  Inc. :

\ \ ' c  h l r e . r L r d i t c i l  t i r c  u u c o n t l r . r n v i n !  b u l a n c e  s l r c c t s  o l t l r c  \ l l L r s h l L l l s  F n c r g r ' (  o r n p u r r r .  l n c .  ( \ l I C ) .
l l  c ( ) lnp()nenl  r rn i t  o t  l l tc  RcpLrb i ic  of the \ l l rshal l  Is l lLnds.  us t r f  Septcnrher . . t0 .  l i to l  ant l  l0( )1.  ancl
the re latet l  s tatcnrent \  o f  t : r r rn ings ( loss)  lnd rc l i r ined canr ings ur t r l  cash l lous t l r  t l tc  rears thcn
ct i t le t l .  Thcsc t lnanci l l  s taterr lcr l ts  are thc rcsponsib i l i ty  o l ' \ l l - .C 's  n l ln i lseurcn1.  Our lcsf r rns ib i l i rv
is  to  erprcss an opin ion on thcsc t lnancia l  s tatcntents b isec l  t rn  uu1- .Lu( l l1s:

\ \ ic  condl tc tc t i  o t t r  a t t t l i ls  i l . i  i tccot lancc u i th  aucl i t ing s tan( iar ( ls  genera lJv acceptcd in  thc Uni tc t l
Statcs t r l  . \ t rcr ic i t  ar r t l  t l re  : t i t t tc l r t tc ls  appl icablc  to  l inanci r l  lud i ts  c i rn terne 'L l  )n  ( i tnLt t t t4 , . t r t
. l t r t l i t i r tg  Slur t t lurds.  issLrcr l  br  t l tc  ( 'o t t tp t ro l lcr  Ccnclu i  o f  the l ,n i te t l  Stutcs.  

- fhr rse 
st tndarr ls

reqLl i re  that  se p l l t r  ant i  pcr l i rm thc arrd i t  to  ( )bt l in  rc i isonablc  lssur lncc aboLr t  uhcther  thc
i lna l lc ia l  s tatc l l tcnts  . i rc  l iee o i 'uratcr i i t l  misst r r tcr r r  cnt .  r \n  aur l i t  inc lut lcs cr l l t i l ing.  r )n a lest  h t . i is ,
er  i t le t lcc sLrp; ror t i r r l  thc anr( )L lnts  and t l isc losures i r r  thc f inancia l  s tutcmcnts.  . - \n  : lL( l i t  a ls6 inc luc les
assessl l lg  t l l t :  l lcc( ) t l l l t i t lg  pr inc ip les uscd and s igni t icant  est inrates nra i lc  i r t  n tunagcl lc l l t .  ls  lc l l  as
cvaluat ing the o icr l r i l  l l r ranei t l  s t i t tcn lcr ) t  prcsentat ion.  \ \c  hc l rcrc  th , r t  t ,u l  uut l r ts  pr6r i r lc  a
rcasonablc b ls is  t i r r  i r11;  l rp ln ion.

In our  opin ion.  the i lnancia l  s t i l le-nrcnts reterrcd to r rbovc prescnt  fa i r l l .  in  a l l  nrater i : r l  rcs l )ccts .  the
t inancia l  pos i t ion of  \ l l :C as ofScpternber  10.  l00 l  anr l  l ( t t t l .  and the rcsul ts  of  i ts  opcrat i t i ls  nnt l
its casl.r flo* s firr thc vcrrrs rhon endctl in cor.rfirnrrity u ith accounting principlcs lenernlly ac:ccl.rtctl
in  thc t , : t i tcc l  Statcs of" , \n tcr ic . , .

Ot l r  audi ts  r . r  e  re conci iLcte d tbr  thc purpose of  fbrming an opin ion on thc basic  i lnancia l  s tatcu lcnts
ot  NlECl  takcn as a r rholc .  Ihe accotr tpanying Schcduic ot 'Rcvenucs.  Expcnscs tnd Nct  l - .aminss
(Loss)  b l 'Sourcc t i r r  the ycaf  endecl  Scptember 10,  2001 (pagc l5)  is  p icscnter l  t i r r  purposcs i i f
adtlitional anallsis ancl is not a rccluired parl oi the basic linancial statclncnts of H,tt Cl. fnis
schcdule. is  thc responsib i l r t l ,  o l  thc managcrnent  of  \ lECl .  Such in tbnnat ion has bccr1 subjccted t6
the audi t ing procc 'c lures appl icd in  our  aucl i t  t i f  thc basic  i lnancia l  s tatcments and.  i1  6ur  ppin ion.  is
ia i r l ]  s tatod in  a l l  t t to tcr iu l  r t ls l lcc ts  $hon considcr-cd in  rc la t ion to thc basic  f in tnc ia l  srarc rcnrs
taken as a n,hole.
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l r t  i t e c o t t l a n e c  s i l l t  ( i r r t l r . l l l r ' i r t  . l u t l i t i t t : . \ / r r l l ( / ( / / . 1 ! .  r r e  l l t r e  l t l s o  i s s r r e t l  l r  t e l t t r r t  r L l t t c t l  \ ( ) \ e l l b u -
l l .  l ( ) 0 1 .  ( ) n  o u r  e o n s i ( l e f i t t r o n  i , t  \ l F . ( ' s  i n t e r n l r l c L r n l t L r l  i r r e r  l l n , t r t c i l i l  t e ] r ( ) f l i r r g : l n ( l  i ) u t  l e \ l \  ( J t  t L s
e r l l l l p l i l L n e c  $ i t h  c e r l l r i n  l l r r ) \ i s i ( r l t \  ( r l  l a \ \ s .  t c u L l l i t l i ( ) n s .  e ( ) t ) l r i r c t s .  l r n r l  l r i t n t r .  l l l t l  r c l t r r r t  r s  l t r r
, , 1 ! l l . l J  r \ . l l l " l  r 1 l  . i l l \ l r l  l t t  l , '  l t r { l  i r ' . . ,  r i i . r r  . 1 | . ' r ' ,  , , i . , r .  r , , ( , t t  I t r . t . t i t , : .  r . , r ' l . r  l . . i r  . l  , , . t  I
bc  l c i r l  in  eo t l iL l l )c t i ( )n  n  i th  th is  r -cpor t  in  e t , l t s i t l c r i r ig  t l t c  r .cs rL l l s  L r f  o t r l  aur l i t .

f,^a / t^..a
\ o r  c l n b e I  l l .  l ( ) 1 ) l

_ 1
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B  ' l  r r r . .  S l r ' . .  r '
Scpl .nr l )cr  . l ( ) .  l00l  r i l r ( l  l1)() l

. \S\  L] .S Inote 7 )

L  t i l i t )  l ) l r n l  ( n ( ) t c  J ) :
t - - lcct r ic  p lant  i r t  serr  ice
( ()ltstrllcll(ln \\()rk ll l pf().-grcss

- l  
01al  u t j l i tv  p lar l t

Less l iccr t t lu l l te t i  l t tor  is i t rn  lbr  t lc l l rcc i l i l ic rn i t r l t l  l l l l lor t iz l l t r r t l

\ e t  u t i l i t y  p l i u r t

C) thcr  l rsscts :
Nonut i l i t l  proper t ) .  l lc t

C un-e nt assets:
C'us h

AccoLlnts  recc ivable:
I l lect r ic t tv
Af l i l la tes ( l t i ) tc  3)
Othcr

-[ 
otal 0ecoLlttts receiYab]c

Less allorr'ancc tirr ttncollectible acoounts

Net  accounts recc l \ ' i rb lc

\ la te l ia ls  ant l  suppl ies (note 3)
Prcpayrncnts

-fotal 
curent assets

'l 'otal 
assets

s 1s.675.0- i6
l1t!01)

1s.695.056

ai,Qtljif )

I  -1.6-11.70E

73 .627

_ol ri{5

2 . 7 9 i . 1 1 7
1 .05 - r .766

160,963

.1.(X)7.871

1LE5!.111)

. 1 . t 5 i . 8+3

|$liaa
_,  39.660

'+.59r.153

s lE.llj!S!

lq{ ) l

s  ls .+17. -+5, . )

I  S.+ I 7.+5r)

1l!I901!)

l+ .19 i .3 - r9

t00l

5-+.5-+5

661.t- io

1..+t 0.-r 0l
l . l  t 5 . . r S 6

1r1.( l l i

-1.9-_i9.71-l

l-L)rolql)

2lll.til

l.]{4-7!o
_ . l7.t t00

-1.-i69.08.1

S IE.921J+oE

I
I
I
I
I

Sce accompanying notes ttl tinanctal statements
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\ lA I tSL t . \ I . l .S  t r \ t r l tC \ '  (  O \ lP . \N \ ' .  INC

Balur tcc Shccts.  ( 'o t l t i t t  tLet l
Septcnihcr-  lO.  l0( ) l  ln t l  l ( )0  l

SlQ( KI1QI pIR I EQt-l l ' \ ' - \ND I. I . \ulr. l l  Li . ,s

S  t o c k h o  l c l c r ' s  e q u i t r :
C ( )nrnt ( )n s tock.  S I  per  r  l t luc.  100.(X)0 sharcs
auth() r i rc( l  ant l  pa i t l  rn .  75. ( ) (X)  sharcs outstant l i l l . 'g
I le  t l i incd c in- l1 inss

Treasurr  s t ( )ek.  l t t  cost .  15.0() ( )  shares

I ,  L : r l  . r ' , .  k l r , ' l , l . l  \  !  r i r r i t \

I -ong- tent t  dcbt :
[il iS nrort-tlgc n()tcs less current nlaturitics (not(j 7 )

Current  l iab i l i t ies:
Shofi-ten.t.t bono$ tnqs (notc (r)

Cun-ent maturitics of long-tcntt debt (notc 7)
, \ccounts p l ivablc
Pryable to  at l i l ia tcs (notc 8)
Accme c l  t i r {cs (note 5 )
Ot l . ic r  current  ancl  accrucd l iab i l i t ics

f u l i r l  , .  U | r  t . r l (  I r : r h i l i l i e .

C 'orrnr i tnrcnt  l inL l  c( )nt ingcncy (notc 9)

Tota l  s tockholc ier 's  ec lu i ty  and i iab i l i t ics

See accompan-ving notcs to financial statcrnents.

s  l (x ) . (100
-\.  l ls.5.()o

5 .1 I3 .5 (  )0
(15.(I)1) )

1.rll.]il!

t0. l l .+. lel

.+-r 1.2.10
1 . 1 1 0 . 7 5 0

1 7 1 . 0 5 1
s2.5 t6

_l!.21'/

1.8 75.79r1

100 I
. \s R estalcr i

IItt! LU

s 100.(xn)
Ll)5ll!0

l . l 5 l . l 0 6
( l 5 . ( )00  )

l . l . l7.-+06

iQJrT-l-l1

1.100.000
50.+ .7 I I

I  .08 5.8 el
l .+  1 .617
106.975
s7. l . r  1

5.126.-r+5

l (x ) l

s lE.-r 13.-5$8 s I s.92L468

- . 1  -
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\ 1 . \RS I I . - \ L l .S  I : \ER( iY  C  O\ lP . \N \ ' .  I \C '

St i l t cn)en ls '  ) t '  I : ln l i  I l ss  1  L t i ss  )  l l l t l  I l .e t l t i r l c t l  [ - i l t rn ings

Ye ur ' :  I rn i l c r i  Scp tc ] r rbcr  10 .  l00 l  i ln ( l  l ( ) ( )  l

Ope latinr.l rc\ cttLlcs

Opcr  i r t ing c \penses:
( ()sl a)t lt(r\\ cr
, ' \dnr  in  is t r l t i r  c  nnt l  -qcncr l r l
[ )cprcc i r r t i t rn  l t t t l  lL l t . t t r r t tz l t t t , . r t l
D is t r ibut ion opct  l i t io l ts
L o l tsuntcr  aceoul l ls
T l rcs
Dist r ibut ion l r r rn lcnaDcc

Totili ol.)crali n--!t c\llellst:s

(  ) p ( r t l i n - , l c l l e  i c t t , . - r  1 r . 1 , ' 1 1  i n 1 1 1 1 . 1  (  \ n c r l \ c

Interest  expcnse

OPcr. r t ing r le l ie ie t ter  i l  l ' l r I  i l r lc l  L \ l  (xJr(  l ls ( '

\on-operat tng urconc (c \pensc ) :
Fr.rcl antl gas salcs
Clost of salcs

Gross protit on sales

( lompact  i i rnd ing (notc E)
Other. nct

Total non-opcrattnq inc()tllc- net

Nct carr.rings (loss)

Reta incd earn ings at  bcginning o l 'year

Rctairied eamings at end ol vcar

l!l1ll

s E.rf!Iel0

5.7tt.- i  5 a
I  .0 l  -1.7 7.1

99 7. -11.1
7-13_-r 7-l
I  I9.5 -r  l
160 .053

_L-+J.-r 7 I

e.l i j .e9i

(3-16.025 )

76-+.650

( I . 6 1 0 . 6 7 ) )

7.(r60.-169
(5.5 io.oso )

l , l i 0 . i 8 9

I  . 866 .667
( i  1 0 . 2 8 7 )

3 .68  6 .769

2.076.09.1

3.052..+06

s 5.[E 500

1 0 1 ) l
.'\ s IlestlLtcLl

r t l t l !  l l )

s r . l .  . - r+ l

6.- i  r  7.  ()9 i
() l -i.l -r 6

1  _006 . i11
i . . l - r 0 .7 .1 r )

151 .6 - re
. !tl,()l

'.2.lull1

(1.7+-1.6Si)

1-1,1.eEl

tl l!Q-00I)

6 . l l l . 0 l  I
l i  l r i  5 i i )

l . -19s.-+66

5 1 6 . 7 6 1

1.11i:: l

(1 .571. -+- rE)

,+.621.8.1.+

s lJ)52,-1Q6

Scc accompanving notcs to flnancial statcmcnts.
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Sla ten le I . l t s  (1 t 'C  l t s l I  l ; l o \ \  s

Yea ls  [ :ndc t l  Sc l l i c t l rber  - ]0 .  l ( ) ( l l  ' l nd  l { )01

sr.rpp ll cs

s 1.0i6.0e+

1.0+-+.6+6
-r I9.5 -r l

7(r'1-(r5()

(- l61. E-r  5 )
61 . ( r l ( )

l 5 - r . 077
(- i l9.6 I  '+ )

(  I  I  ,S60 )

( 9(r5. I -l-l )
(70 .576 )
(2.+.'+l e)
( I  { t .91'+)

r  h l s  r l 7

l ( )01

s  ( 1 . 5 ; l . l - r s )

1 .0-+9.7()l

( j-+.r.71s )
l  1 l  .981

l ir  ().15 9
l  - i  1 .7  l { )

( I 19.71)-r )
l (x ) .s56

l  l .s00

( l 7 l . s l l  )
2 l i . l6-1

i 3 . l  l 6
)7-lot

-  (  I  l l .7 i ! )

l(x) l

(  as l r  l l ou  s  th r t l l  o l le ra t i l l g  ac l i \  i t l es :

\c t  c i t l t l l l l gs  ( l ( )ss  )
. \ i l l r i s tn tc r i t r  lo  teconc i le  t l c t  e rmi l igs  ( loss)  to  l le t  c l l sh

p l i r r  i . . l cd  b r  (L lsc t l  I i r r )  ope n t in l  ' l e  t i v i t i cs :

Dcprce  i l l  i o r l  l l l l ( i  a l l l ( )11 l l i l t l ( ) l )
i , ' i i . ,  j r i , ,n  t i r r  unco l l cc t ib ic  i l cc ( )L t l l l s  rcec i r  lb le

Reco\  c r )  o  f  b l l t l  deb ts

1 , i l11-1rpc t -u I in !  in tc res t  t : \pe l l sc
(  lnerc t l sc  )  t l cc tc lLsc  in  assc ts :

, \ ceo tL t l t s  rece i \  ab lc :

[ : l cc l t ' t c t t r
. \1 l i l i t t cs
Otlrcr

\ l  a tcr i l ls  ant l
PrcpiL)lICttts

lncLcasc (dccreasc)  in
. \ccoul t ls  Pal  able
Pal  able to  a l ' t l l ia tes
Accrr-tccl taxcs
Otltcr crLrrcnt ancl accrucd liabilities

Nct cash prtlvitlecl b-"- (tLsed tbr) operrting llctir itics

(  r r , h  1 1 , , r , .  I  I I i , l l l  l l , \ l l \ ' i l l l l l i r l  I l l l J I l | - i n ' ' :  ; r e t i r  i t i r " - :

\ c t  {  r L  l l : l \  I l l ( l l t  )  I r , ' r t i ' r l  i n " '  l t t t t l e r  l r ' t n k  \ ' r c ( l l l  I  l l l (

i l . ] r ( C l n (  l l l  I n r  r l L  (  t )

lntercst paid oll shotl-tcnn boffo\\' lngs

Net  cash (uscc l  for )  prov ided by noncapi ta l

t inanci r tg  act iv l t les

flash florvs liont capital and rclatetl financing actir' ' it ies:

A e c t u i s i f  i , ' n  . l l l d  ( ' r l ) s t r u c t i t r n , ' i  e a n i t : r l  I t i e l t

P r i l i c i p r r l  p i r i ( l  t ' l l  l o n g - l ( n l l  ( l e b l

Intercat piiid on long-tcrm debt

Nct cash used fbr capital and rclatecl tinancing activrtles

Net clecreasc in casl.t

Cash at  bcqinnin. -q ot  vcar

Clash lt cnd of I cal'

Sce accornpan.vinq notcs ttl tlnancial statements'

(1 .2 (n .000)
r  l r )  J i 5  |

( 1.27(r.-155)

( 3 1 2 . 5 e 7 )
(.+06.901 )
(6E8.  l  e ) )

( 1.,+07.69i)

(15,e 1 I )

(161.15 6

s _ ql7.ll5

I . l ( )0 . (xo
( l -1.9-+6)

I  . 1 8 5 . 0 5 +

(3ee.750)
(-r 82.716)
(7  I  3 .223 )

(  l . ' 195 .719)

(12i.-+11)

1 .086.699

s _0o.il!0l
l
l - 6 -
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St l i t c rncn ts  ( ) f  (  ' 1 \ l l  I r l ( ) \ \  s .  ( 'o l t t i l l r . t c t l

f -c,r , l ,  t ,nr t"a Scprcntbcr.-10. l (X) l  i rn( l  l ( l0 l

Suppler t rc t t t l l  schct lu le  o1 'n()nc i ls l l  eapi ta l  ar l ( l

I ranstct  t r i  c t r t t tp lc tcd pro. jcct  t r )  c lcct r ic  p l i ln t :

F lect r ic  p l ln t  iu  scrr  icc
( '0r ls t ruct io l t  r . , rak, t ,  I , ' t t 'q t " t '

f ranster  t r f  e lcct r ic  p lar l t  to  t l la tcr i l t ls  ln t l  s t ' tppr l ics:

t : lcet r ic  Plent  in  scrr  icc
\  l l tc r i i r ls  ln( i  s l - lPpl l  cs

llx )l

r  c la tc t i  i l l tane i l tg  l l c t l \  l l l es :

100  i

+ r 9.5-+9
11]e..11! )

\ -

S

\

s  - -

( l s l . l 5 ( ) )
l s  l . l 5 e

\ -

l
I
t
I

See accotnpanl inq notcs to titrsnctal statemcnts'

- 1 -

-



\ l . \ l t s t l  \ l  t . S  I r \ t  I i ( i \ '  (  (  ) \ l t '  \ \ \ "  l \ ( '

\  r r l  e :  l t r  l : i r l l r l l e i l l  S t ' i l cn lc l l l :

S e p t c t r l b c t  - l o -  l 1 ) { l l  ' l r l r l  l l ) ( ) l

l l l  (  ) r ' , i . L l l l  / . l l  i ,  '  l l

fhc \ra,sti,rils r..'ers\ L r"p,Lnr..lne- ()lr t.,,)l'11..''*:l:1:.:'l'"ilil!"'{lili:l.ll,'ll'.:,Litiilil
f h c  \ l a t . s l i u l l s  l i n e r g l  . ( . r r t t - t p l t n \ ' .  

l l l e  \ , v r r  L ,  \ \ n 1 - ' 9  . ' . ' , , . , 1  
: . ' t u s + .  \ 1 1 : c . . s  p r i n e i p a l  l i n c s

, l i l ; ," ' i l ; 'hi;.,.., i ' t t i i  rt.r*t iatl t: iantls (l lcprvrLr,],1'111*il l : . ; ,,,, 
.f clcctrici* ur.ri l  thc irtr 'rtg:iiii.iliill["]iJil:'il;llliir,l,"'--:;J;);i;;';'ii:*::lt'::il'1,:tl,:l::l:l:i'i,,:iii,ii;,:l\il:5:l,ii:iililii;.iililiill'i1ll:ll.ti i;iillililli :ii*.1::::;Il*:J11:,fi"lilif,:;'l:lili:llllil.rnrl sell in!:ofpctR)lclnnl""i:\ i i . 'ni l , l l ir l" i  ; i l i ; :  i t ; ; ' in"-g"n.."t i , ,n untl rrrnsnrission of

rcconrulrdrrjon t lcl lrt lcs. ,.1]:, 
i ] '  

' l l : , : ] l : : . ,] j l . '  
, , , ., i  r". i .1", i i l ,r i  cusr..mcrs locurcrl on thc-.rtol ls

ci".t.i.itt iue so\crrrnrcrrt rtserteics' L.rl:i::^:.Y.::l:l 
::::'l:i1,. r. ii,reis' r.tl tiot.tcstrc trshitrs

il:I.;llllli,iii,l;'i;:;ri;i;l'':i11' pl in.'ip' r'l'ri k:'i l:'1,,'11:
:'ii\l.iip,1l,:,iil':;ilT':l''l'-,tiill:l;,lliii:1":il'lii; pii'"''rii"' 1o'reig' rnd domcstic tishing

l
t

r  cssc ls .

\ lF-L"s ar t ie lcs r r t  r  t lcorpt r t  l t t  io t t  l larc  l t r 'L thor izct l  thc issuat tcc ot -  l (X) '0(X)  shalcs ot  S l  p l t r

ru luc e0nrr1r0n. , , , . f  n .p i i , , . . r . r ] . ; , i . i l f iO O1' thcsc sharcs i ln t l  \ lE(  r -c ta lns the rc l l l : l l1 l lns

15.(XX) sharcs i t l  t rc l tsLt t  r "

r \ t t  crc lL ts tVc t rancl l lse t r )  c( rnst rL ic t '  mainta in t l l : l  l lp . " . ] " t "  
l t  d is t r ib t i t ion sVStc l l l  t i r r ' t i lmish ing

clcctricrl po\\'cr \\'rtirrn liaiti'o 'r'tc'll tn 1: c'"nlt:l,.1: \ieC't.t1' ncpltar on \'lrrch s' 193-1'

Sinrul ta.e.usl l .  Rci) \1i l r  i . - i .*r  ,n \ l l -c ' .  f i , ia nonr iLrr l  anlount '  a lJ-nlega* 'at t  p() \ \  cr  pls l l t  i r

sir million g"ttun t"pt't't-"1' t'iol 'tt"tgt, ft'tllit),: 
"l:.:"it"l 

translttissiot.t svsteus and rclatcd

ticilitics on \1alurrr ̂ ,,)ii ftr" tcrnr oi bUth th. i.ri" nntl the fiirnchise is tbr a irfll ycar

;;;i:,..j ";;t"""Jing 
on Deccnrbcr l' 1996

Pursuant to (labinct \,'lrnute ["]\{ 162(9])' ReRi!-I.+- 
].eascil 

to l\'llrC' tirr a nominll l|rlrount' the

risht to opcrilte 
"'.ttl 

ttttin"gt the polvct g"n"'"ting 't.tti clistribution slstelll ill Jaluit Atoll

c i=i icr i r  c lJ.r .crnber l .  l i ; ; i - i t t , "  i " , - r t t . f " the lcasc is f i r r  a t i t iy  lear per iod corn' lencrng orr

Decernbc r ' 1 .  1996 '

N ' IEC 's f l na r r c ra l s ta te l ] r c l , l t sa re inco rpo ra ted in t t r t heger - re ra lpu rposc i - t nanc i l l l s ta ten l cn ts0 t -
R t l ) \ l l r  l l s  i l  e { ' l n n t ' l l ( l l l  l l l l i l

(2) S utu!.rrv ot slglrllcant '\qr:]\rntinq Policics

lhcaccoun t ingpo l t c t cso f \ ' lECcon tb rmtoaccoun t ingp r inc ip lesuenc t : r l i yJccep ted in the
U n i l c J  \ l l t c s  , , 1  . \ n r c r i i u  J 5  r l . \ l ) l i c i r h l c  l ( . '  l r r \  c l n m c l l l x l  e  n t i t i t s '  t p t e  i l i e u l l r  l r l o n n c l l l r v

tuncls. G.r,ernr',"nrrt .fi,,iur,iJrg'S-i"n,.tr.f r 
-Llorrrtl 

{G_r\SB)- Statemcnt .No -20' ."lccounttng

atul [.inattciul a"pnr,,,r.jj*" i,:riprirrr,,r. ].-untls tuttl' otht'r (irtt'crnnt.cntal Entttics thut Lsc

vt)i,ti",u;, r,u,,i,, ,titlrii{:li:,*ll,lipl*f;:."l:1,::'.1',t: ;ll, t',lllll'l:,t;}l,i
prr)nL)tlnccll lrnts l ls \\ 'el

\tanctarcls Boarcl (FASBi. ,iii'."lniiirg il;-"ipr"'r e";;,i opinion.. "nd 
Accounting Rcsearch

Bulletins of the Com'niiiec on Acc^olntrlS eloc'1d''rres iJtu"a ot't or betbrc Novenrbcr 30'

1989. \'IEC n", i"tpf 
"trr"nt"iL 

CeSg 2O-antl clected not to apply FASB Statcmcnts and

i"t"tr-t."i"-t"-t iisuecl'ailcr Nol'curber 30' I 98s'

Eil!]ruIg!

I'he prcparation of t'rnancial stxterrents in conlormity r'vith accounting.-l:]:t:ii]l"t ucnerally

acceptcd in the Llnitc\i :itt;;"';i"l;""t1-fl:llltt'managcm'cnt 1.. t'ake' estimates ancl

assumptlons tnat a11cci tli" r"porte,l an]ounts,-of 
-a"sslit 

"ia 
r'"t,ititics ancl. clisclosttre of

cont lnqent . t r " , . "nu- i i t i t . ' i l i t i e ' ia t thcdateo f t f t * " i * "n t iu fs ta te rncntsaml thercpor te t l
amoLlnts of rc\enacs antl expcnses during thc."portin-o period. Actual results could clitler

tiom thosc iistil l lates'

-
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\o les to  F inancia l  St l l te l l lc l l ts
Scl . r tcmhct  lO.  l00 l  i tnd l0( )  I

(l ) SLrrqqr lrr ti:i.S i gutic.t1l!,\e-!qLrr1t i n{ P(Lllqi cs' C'ot]1]lrqctl

Ll!.s i51L\cc91!rt in g

l,I(Jprl(jttrf\. lLllt(ls llre ilccoutltc(l ti lr t)n a tl()$ 0f ecttttolttic res()urccS IllclLsllLclll(l l lt 1()Ctls-

\ \ ' i th  th ts  l l least l rc l l lc l l t  t i rcLrs.  a l l  i tsscts  l t t lc l  l i l rb l l i t lcs  associatet l  u i th  thc o l lcrat ron ot  thc

t inA , , ,1 . -  inc lut ied in  t i re  bulance sheets.  I )nrpr ic tary. f i rn t l  operat ing st i l tcments prescnt

lncreases tnd dcure i lses ' r , '  ' r . i  i " i " f  asscts.  Thi  accrr . ia l  l . ,as is  i , f  accotrnt i 'g  is  ut i l izc t l  by

nronr ic turr  t i tnr ls .  L .nt lcr  th is  n lc thoci .  Ievc l lL lcs arc rccorr lc t l  $hcn eanlc t l  i tnc l  expenscs l t tc

i 'ee, , r t lc t l  t i t  thc t i r t rc  l iah i l i t ics  l t tc  inct t t - rc t l

I - 'or  purposcs oi  the bal iLncc SheetS l l l l ( l  thc Statel l le l l tS of  c l rsh l lou s- cash is t lct i l ret l  as e t \h ( ' r l

f ,^u, i  
" , la 

cash hcl t l  i t l  i leulat l t l  i lccoul l ts ' \s .1 'septcnlbcr- l ( ) '  l00l  and l ()01'  c i lsh \ \  l ls

S6l7. l+5 and S66i. l :6.  r-"rp". , l t f lu.  ancl  thc concslronding.I ' rLnI h: ' l "n: : .  t \ : l ) , . t  1 
: - i lJ- l  

0]S

"n, l  
i i f , i . f r l . .  rcspect i \c lv.  O1 t6c bank bir lauce amoitnt  as ut 'septcr l r l )cr  - lo-  l ( ) (r l  ' . r t l  2001;

i t .+0S.,)+:  anr l  i57q.(Xtt l .  rcspecr irc l r .  arc maintained in t lnancial  inst i t r t t ior ls su[r lcct  t ( )

i",f"r"i o"f*tii inr,,*,,." C,,,ptu'ation (FDI(l) insurancc l\s of Septc'bcr lt)' lt)01 antl

l0()1.  bank dcl . rosrrs rn tne air i ro i inr  ot 'S100.99'1 und S-l0l) .0(X).  respect i 'c l1. .  *ere f  I ) l ( l

;rrrr"i.'Vieit if.,"r r..,i ."qrii. ..,rlt,,t".rtir"ti.,n of its cash cleposits: thcrefirrc' deposit le'cls

in excess of FDIC co\ cragc arc r.rncollatcral izccl'

Rec e ititb le!

Al l  rccci t  ablcs are clue t inm governlrent i rgencies. busi t tesscs and int l iVidnais locatct l  r" i th in

if," n.r"frii",+fhe t,tarsnalt l.'slancls ancl lirc intcrest tiee anti uncollateralizcd Thc allo*ancc

if ,. ,rrJ"ii""lii,i. 
"..,t*it 

ir statcd irt an arnount rvhich nra'lsc.rctrt heltcr c-s * il,l 5c,'Ltlcquatc

l r ,  : r h : o r b  n , , . , i h l e  l  r s c . .  , , n  . r . . , , r , n t -  r e - . i r  l h l e  t l l J I  I n J ) . h ( L t ) l l l c  t r l t . r ' l l c u t i h l t  h l ' e r l  l l t l

. r , , i . - , " i i , r rJ ' , , r '  i i , .  i . , i r . . t ' r r , r i i l  . t  thcsc . tccou.ts and pr i . r  c. l lcct ion erpcr iencc'  lhc

"ll.rru"n"" 
is estabiishcd thlougli a provision for bad clebts chatgcd to oxpense

\!q!qral$rdlu!!Ic)

Fucl  and suppl ies are valued at the lowcr ofcost ( t i rst- in,  f i rst-out)  or markct (net real izable

""f.-,"i. 
g.if l'ti,el inventorics held on consignmcnt tbr porver plant use and lbr rcsale arcnot

retlcoted in the accornpanying balance sl.rcets'

Plant ancl Nonutilitv Propefiv

plar]t and nonutility propefiy are statccl at cost. Depreciation of plant.and nonutr[ly propcrty

aiJ amorrization crf ieaietrcita land and resi(lences irr: calculated on thc straight-linc mcthod

;;r",1 ,.,ii i;; 
"rtimatcd 

uscful lives of the respective assets. C.sts pefiaining to distrih,tton

ancl line suppltes .r" .*1]"n.",i rlunng the yeaiof installation as N'l FlCl considcrs thc estirnatcd

uset l l  l i \ 'os of these strppl ies are lcss than one -vear '

9 -
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Note s t ( )  I : inancia l  St l l tc l l lents
S e p t c r l l b c r  l O .  l ( X ) l  a r l d  l ( X ) l

( - l  )  . - \LLtu- i4 ls  r in t l  SLlppl ics

\ la tcr ra ls  und suppl ics i t t  Scpte l l lbcr  -10.

t ) is tnbLr t ion tnr l  pr r t  er  p l ln t  suppr l ics
I - rLbrrcants
FucL

Porver plant cntines
Plant  anci  machinery
Vchic les
Rcsiclences
Fcnces ancl  scau a l ls
Lcaschold impror  cnrents
Leascholc l  land
Furniture and lixturcs

l00l  ant l  100 1. crrnsist  of  the lo i log ins:

l00l  l00l

s  l . 6 0 l . 9 l l  s  I . 1 6 l . l ( l +
161 .S01  6 i . -+ - r9
1s.638 riLld

s 1.7,\+.+( )o s l. l+drs6

l-1) l-1ilirV PIanr

L; t i l i ty  p lant  at  Scplc tnber  i0 .  l00 l  and 2(X)  I  .  consis ts  of ' thc t i r l lou ' ins:

lt)01

s  14 .720.739
t . ,1l 6. i  E l

7 8 1 .0,511
5.1E.t 3-+
i 7 I . 7 0 2
i 5 6.05q
i-r0.000

_ 150.8- l  j

1E.675.056
[-css accumulated provision fbr dcprcciation antl aulofiization (-i.05i-]:li i)

Constnlction u ork in progrcss
I  3 .61  I  . 708

10.0(x)

s ll,61l,7!tt

Est inrr tcd
![c lLr! Livcs

20 years
3 -  l0 years
2 - -{ ycars

J0 1'cars
i 0 vears
20 licars
l0 vcars

3 -  5 lcars

2001

s r.+.720.73e
I ..+06.9.11

679.6S I
5l0. i  6 l
t7 t .E76
15 0 .5  59
-r I0.000
I i6.2_90

l E.r l  7.,+59
(-+.01 9.610)

l.+. i  97.8t 9

s l.1.je7.E=r9

(5) Taxcs Payable

Pursuant to the lt.rcorle Tax Act of 1989, as amended by the Income'l ar Amcndment Act of
1991. sales of clcctricity by public utility companies are cxcmpt trom goss revenue tax.
Accordingly, MEC is rcquired to pay gross rcvcnue tax on all revenue rvith the exception of
elcctr ic i t ) ;  sales at  thc rate of  l (%. As o1- Scptcnrber 10. 2(X)2 and 2001, VIEC is l iablc i i r r
gloss revcnue tar to RepNIar atnount ing to S60. l i0 and S57,078. respcct ively.

Pursuant to the lmport Dt(ies Act of l93c). as amended by the Lr.rporl Duties (Amcnchncnt)
Act of 1996. uo inrport dury shall be ls,icd on residual tuel oils and cliesel oil imported by
MEC solely 1br thc purpose of porver generation. lv{EC is. horvever, rcquired to pitv import
duty on tliesel oil irnportcd tbr rcsalc subject to certain exemptions. As oi September 30,
2002 and 2001. \ lECl is l iablc f i r r  i rnport  t luty to RepMar amount ing to 522.306 and 5'19.897.
respect l \ 'c l \ ' .  

_ l { )  _
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Notes t r )  F in lurc ia l  S tat ( j i l lc l l ts
Scptcnrbcr  10.  l00 l  rnd l0o l

(6)  Sl io f l  Iq fnr  Bon-or  ing.s

On AtL l lust  - j l .  l (x)1.  \1F( '  cntcred in to a loan i ls rccnlcnt  l i th  r rn l l l l l ia tc t l  l inancr"r l
i t t s t i t u t i o r t  i n  t l t c  i r r r t o l L n t  o f  5 l . l ( X ) . 0 0 0 .  [ - h e  l o u n  b ( 1 r L : l l i u t u \ t  . t l  ] l  ( ) 5 ' r , ,  

I e l  , r n n L l n t .  p a r a h l c
i r t  n r o n l h l v  i t t s t l l l n r c n t s  r i f  S l l ( r . - 1 { ) - 1 .  i n c l u < l i n g  i n t c r c s l -  e o n r n t e n c i n q  N o \ e u r h c r  l . l 0 i ) 1 .  a n r l
s  l ts  t luc Scptct rbcr  l .  l (X)1.  I lcp\ ' lar  has qul lantect l  th is  kx in parable throuth an r \ \ r , jnnter l t
( ) i  tu turc p i r \ 'n tents rc l r t ing to RepVlar 's  soVcn)ntcnt  c lcct r ic  b i l l inss.  I 'h is  lorn rvas paid i r - r
f i r l l  o n . l L r l r  J .  1 0 0 1 .

L l  )  \ t , tcs I ' t tvahlc

l00l t ( ) 0 I

On Novcnther  13.  1997.  \1 [ : ( '  cntcrcd in to a loan l i . 'greeutct ] l
r i i t i r  thc l :cc lcra l  l i in l rnc ing L: |ank ( l rFB) in  thc ar lor rnt  r r f
S l l .5  r r r i i l ion tbr  t l te  c( rnst ruct ior r  cr l  a  neu-porrcr  p l tn t .  u i t l r
loan rcpt \urcnts grr l rentcecl  b l  the Rr. r ra l  L , t i l i t ies Scntce
(Rt ,S) .  N, lEC' is  rcqui red to submit  r l rawr iorvn re( lucsts  to
Rl lS tor  lpprota l  o f  loun ac l r lnccs.  l t ) tcrcst  rates are
calcr.rlatcd bascd on the FFB rates at thc date of the loarr
advanccs ancl range fionr 5.49% to 7.l5oll per annlrm.
Pnncipal  ancl  in terest  arc pavable in  quar ler- ly  insta l lnrents of
527-1.779 lhrouqh January l .  2013.  Thc ntor tqase notcs l lave
bcen unconcl i t ional lv  suarantced by l tcpNlar .  undcr  uhich
Rcpl lar  rvr l l  rnake dcbt  scnice pavntents to  RLIS in  thc
cvcnt  o1 'dctaul t  bv \ ,1Et l .  ant i  havc been col la tcra i izcd bt ,  a
lcasehold nrort,ltaqe ancl securitr Jjjrcenrunt ()\ cr tltc ts\cti of
\lE(1. Thcse notcs are suirject to ccfiirin coveragc ratio
rcc lu i rcnrents.  \ lEC is  not  in  contp l iance lv i th  thesc rat io
lequi rcrnents as of  Septenrber  -10.  1002 ancl  2001 .  S 10,( r ( r5.5.1.1 S I  I  .072.-1-15

[ .css c l l r rent  insta l ]n tcr r ts  .+ j  1 .2,+0 50.+.7 lB

l.ong-term dcbt S LQ,2]4p1 S l0,i6ZJ1Z

F'uturc repavmcnt sunmitmcnts arc as lollon's:

Year cncling
Septcrnber 30.

2003
).004
2005
200{r
2007

l'hcreaficr

Pnncipal

S :131 ,240
458.581
'18 8.979
13 8. 1 2.1
550.-r 89

s..1,-1E.221

S 10.6{,5.:J-1

Interest

$  663,852
6 3 6 . 5 1 7
606.1  t  5
.+ l l . l96
5 59.98 7

3 .1 i5 .006

s 6_0t1,611

Ttrtll

$ 1,095.092
I,095.098
1.095.09.+

82 1 , i20
1 , i l 0 . i 7 6

I 1..183.227

s l6,1Qt)*tQ

-  l t -
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\ l  \ l i . \ l l . \ t . l  :  I  \ l  I i ( i \  (  (  ) \ l l ' }  \ \ \ "  i \ ( '

\ ( ) l c s  l ( )  I r i t l l t t i e t l l l  \ t J l e l l l c l l i \

St l . r tcn l l rcr  l ( ) .  l ( )o l  l l l ( i  l0o l

lU- 1!Cl.!t!!L!!r t r' ['r'1454e1i15

\ 1 E ( . i s l r h o l l r - t r r r n c t i [ . r 1 ' R c p N l t r a n t i i s t h c r e l i l r e l t J l l i a t c c l r r i t h a l l . I l . c p \ l i t t . l r r ' n c t l l n r l
.t.lj1iarctl ",,titi"r. 

R"p l'ii '. 
'."i-,r.rlii '.. 

i". elcctricit-'- -t"'i"t,,itA br' \'lh(' ^nd is, c'argcd iirr

c lcctncrt \  tLSl l rc Drseo t" t ' i t  i t ' : i i i  t l " t "  t r t  S0 11, ccnts 1i i ' i i i t ' " : " t t ' r tntLr tbr nronthl l 'b i i ls  lcss

than 500 krt , , r ,ut t  not ' 's ' -" i  i r ) ' l l  tc" ts pc|  k ik 'nart  loLu t 'or  bi l ls  greatcr-  Ih ln 51Xl k i lo\ \ i r t t

hoLl .s.  Et lcct i re . lun" f . ' i f i i f f . , i  "  
tar l t t ' i r l tL ' - \ \ 'as. incrcrsccl  to Sr i  l l  cer l ts lnd S0 l6 cents pcr

kilrlrr'att lj.,u,. ].".1'".t' 'J'.,. i,-)....r.iii-),.r. Il.cp N l ar 
, liLirchascs tirei lionl \1.I1C. ot thc sltllte

c,,,'n,c..iultcrnts antr'li'iiti""',"' "iir"'i1.i111r1;i;ffi "Y,::,i:i:::il1!l:i"l[i';.::l-*';,, 'ai;at't" atlirltlctl tlrotc lrti rrrlttrlc pil\nlcllt tcrll ls tn

- l ( ) t i t l  t rxr ls lc t rons r ( ) r  thc veats.c t r t le t l  S"pt : . l t l l l i t  -10 '  l00 l  ant l  l00 l '  and thc rc le t . - - t l

r l . l . " i t , , t t l " t  lhr l t l  a t l t i  pav lb les to  af l l l ia tes '  i l rc  ls  I ( ) l l ( ) \ \ 's :

r o 0 '
-lGlr1u--llllltqi- rrt" iGrlL s'\tbLr

s  1 .5 -+7,11( )  s  1E7.5 '16  s  5s9 '9 f i l  s  l ( ) l ' 99+- " ' lo t . :+q  
3- l5 l  17 t ' ( t ) " /

34 .8E0  279 '128  5 '551 )
' t r L  r l l  . l . n . l i  i { l . J r ' 5

t , r - r ' I+ l  s i .o l . r  -  l . l { ' . - l - l  i

69.05 7

s ?-sl l-9Q7 s lt-!9.5sr s l!il'76q s u t'tlj l'

200I
- 'qt t i t  r r l ' le-  P:r) lb l*ll,,'\!lr!l!i L\lM!!\ \

S  1 .001 . ' l : t i  S  ' +51 .207  S  lE '1 '909  S  I63 ' l e5-  
"z i : . tzs  2 . '189 ( r3  1.939 s

3 2 . 8 9 6  1 1 6 . 8 5 8  5 . 9 1 5  7 l ' 1 1 6

*1 ' l+ t  loo io '120
r r t i  ' - 1 , ,  { )  . l x5  l t , l .  l x l  j $

Re-n\ l;ir
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On Octobcr  10.  1000.  the C'abinct  of  RcpMar u|pror  cd \ lHC as th( j  co l l t ract  I l la t t r - ter  l i r r  thc

e() l ls l rL lc l l ( )n  or  i l  l ) ( ) \ \c ! . I lant .  p( ) \ \ ,cr  t l is t r - ibut ion l r td  cable I ' l rc i l i t l  on \ \ 'o t . je  . - \ t t r1J in  thc

antorur t  o f  S l .0 l -1. .c00.  Ihe (  ab inct  t i r f ihcr  approrcd the establ rsht l lcn l  o t  an cscr( ) \ \  l lcc( ) t ln t

to  f i lc i l i t t tc  thc rccc ipt  and r i isbr i rscrr renl  ( ) f  l i r rx ls  rc l r t ing to th is  pro jcct .  Dt t r in-g t l lc  rc l rs

e n d c d  S c p t e n r b c r ' . 1 0 .  l 0 ( ) l  l n ( l  l ( ) 0 1 .  \ 1 1 : C '  r c e c i r c t l  S 1 . 1 1 7 . 8 5 0  a n d  5 9 0 5 . 9 5 0 .  r c s f c e t i \ c l \ ' -
t iont  Rcl t \ ,1ar  rc lu t ing to th is  pnr jcct .  lhc Lurcrpcnt lc i l  ln t t r t t t t ts  ot '59 l .7 l -1 ant l  S161.711ls
t r l  Sel t tJntbcr  lg .  ld( ) l  end 1001.  respeut i rc ly .  u lc  rcconlcc l  as payables to Rep\1ar  l tn t l

inc lur ler i  in  paleblc  t ( )  a l i l l i r tcs.

I : ( ) r  the lcars encle i l  Septc l tber ' l ( ) .  l (X l l  and l (X)1.  \1F.C rccc i red Cior t tp t tc t  Scct ior l  l l -1( l )

I 'unding 'of 'S 1.3(16.667 and S-0- .  respect i rc ly .  passcd t l t rough RcpNIat ' .  \ l i lnag( j l t tcn l  l . rc l ic ' ,cs

thr t  \ '1EC'  rv i l l  cont inLrc t t r  recc i r  c  such l i rnc l inq t l t ro t rsh l lsc i t l  ) 'c i i r  l (X)-1.

As of  Scptcntbcr  10.  l00 l  and l {101.  NIEC'  nr l in ta inct l  a  t lenrand ( lcposi t  i lcc( } t ln t  \ \  j th  . ln

at i l l i l red I lpancja l  inst i tu t ion.  tnr r )Lrr t in{ t  to  S I  15.095 and S l ( r9.215.  rcspect i r  e lv .  \ lF .C had . r

[ ran payi ib lc  to  tn  af f l l ia tcr l  t lnancia l  inst i tu t ion antotut t i t ' t t l  to  Sl . ]00.0(X)-  u,h ich las pai t l  i r l

i i r l l  on Ju ly  -+.  f (X) l  (seo notc 6) .

l!)) Cql1lltll lr ltqcncv

q]1ll!:n!!]Er!

!1EC purchascs pct ro leurn prr r t lucts  l ionr  \ lobr l  Oi l  Nl icroncsia.  lnc.  ( ! lob i l )  on e
cor . rs ignntent  basis  rvhcrcbl '  \ lob i l  cont inucs to hol i l  ou.ncrship ant l  t i tJc  to  the pro i l r rc l  r r l t i le
i t  is  held in  s torage at  the \1EC' tcnr ina l  s torage tanks.  T i t le  and r isk on the pr( ) ( l t r r t  Icr l l . t i r ' l \
* i th  \ lob i l  unt i l  the p: -Oduct  passcs the bounr larv of  the N' lE( l  tcn l ina l .  Thc re luc ot '
consignmel.lt pctroleum proclucts os of Septenrber 10. 1002 and 2001 is approrintatclv
5 2 . 2 8 3 . i 1 6  a n d  S l . l l 0 , 0 l 8 .  r c s p c c r i \ e l y .  \ l E C  a s s r : r r e s  r e s p o n s i b i l i t y  t b r t h e p r o p e r a n d  s a t c
storaue,  handl ing o l the prot luct  rvh i lc  undcr  \1EC storage.  I lor .vc lcr ,  ]VIE( l  carr ics i t t : t t r r tn .c
e r , \  c r i r : l c  ( l n  : ' u , . h  c ( l r l r l : n t t t e t t t  i n r  r . t t l u r i c : .

Contingenc-v

Nlanagement of NIEC acknolvleclgcs that it is cLrrrently dcpcndent on ReplVlar ancl its attil iates
to pay tbr actual serviccs rcndcrecl in onlcr to u.raintain IIEC as a going concem Shrtulrl
RepMar and its alli l iates choose to discontinuc payuent ltrr scn'iccs renclercd. i\lE(l
managemcnt may havc trr consicler altcmative rrcilsures including, among other possibilities.
an increase in electricity and fuel ratcs to maintain MEC as a going concem.

llQ) Risk N{anase r-}rent

\1E.Cl is exposed to r aritrus risks of loss rclatcd to tofts: thcll of', clatnage k), ancl (lcstruction ()f'

assets: errors ancl ontissions. injurics to cmplolces: ancl natural tlisasters. N{ECl has electecl ttr
purchase comr.nercial insurance lionr indepenclcnt third partics lbr the risks of loss to * hich it
is exposed. Settled claims fiotn these nsks have not e(ceecled commcrcial insurancc co\crage
lbr the past three vears.
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ol .  I :arni1lgs (L()ss) l i l t r l  r r" i , ' i " " , i '8"* i"gsl  In pr i , , r .  pcr i , , t ls-  c lpi ta l  ,g[ tnts 

atrd.  contr i f rut iot ts

hacl  been t-ccort lcd as i t  c l i rect  incrcasc t t r  cotr t r ibt l t ions in aid ln thc eqr ' l l tv sectrol l  o l  t l lc

Llalir.cc Shect. .,r,, 
" 

.".,,ii. .unr,:;bi,t".l .,,pital a.rl rctai.ctl euntings as of ()ct.bL:r l l0t)o

t* 
" 

t)."rl rcstlteti tiorn thc anlotLl.tts prer iotlslV rcpottetl ils ii)il()\\ s:

. \ t  Octobcr I .  1000:
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