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A summary of MEC’s Statement of Revenues, Expenses and Changes in Net Assets is presented below: 
 

 2007 2006 2005
Revenue:    
  Utility revenue $  13,734,688  $  11,513,582  $    9,712,058  
  Non-utility revenue       8,363,152       9,759,038     14,062,333 
          Total revenue     22,097,840     21,272,620     23,774,391 
Expenses:    
  Utility expenses     17,465,012     17,152,117      14,869,874  
  Non-utility expenses       7,528,366       8,014,783     11,864,242
          Total expenses     24,993,378     25,166,900     26,734,116
Operating income (loss)      (2,895,538)      (3,894,280)      (2,959,725) 
Interest expense      (1,611,293)      (1,618,686)         (606,213) 
Capital contributions                     -           650,000                      - 
RMI subsidy           874,250           820,000           400,000
Change in net assets $    (3,632,581) $    (4,042,966) $    (3,165,938) 

 
The graphic below shows the major components of revenue from 2002 through to 2007: 
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Total expenses were almost the same at $24.99 million for 2007 compared to $25.16 million in 2006 but 
were significantly down compared to $26.73 million in 2005.  The main reason for this was the 
reduction in the cost of sales of fuel, which was offset by the increase in the cost of fuel used for 
generation. The cost of fuel as a percentage of total generation operating costs rose from 77% in 2005 to 
83% in 2006, but fell to 79% in 2007. The main reason for this is that maintenance costs on essential 
items in the Majuro power stations increased by $412,610 while fuel consumption was further reduced 
in the Majuro power stations. The cost of fuel and lubricants used for generation decreased from $11.7 
million in 2006 to $11.5 in 2007, compared to $9.2 million in 2005. 

 
The following graphic shows the major components of operating expenses excluding the cost of fuel 
sold, from 2002 through to 2007: 
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CAPITAL ASSETS 
 
Total capital assets before depreciation increased by $158,807 mainly as a result of the purchase of 
miscellaneous equipment at a cost of $406,770, of which $305,927 was solar installations at Wotho and 
Wodmej completed during the year offset by the scrapping of some vehicles which were well past 
economical repair with an original cost of $247,963 and fully depreciated. The net provision for 
depreciation increased by $800,628 after writing back the accumulated depreciation on the scrapped 
vehicles. This gives a net decrease in net capital assets of $844,375.  For additional information 
concerning MEC’s capital assets, please refer to note 5 to the financial statements. 
 
ECONOMIC FACTORS 
 
MEC will continue to closely monitor operating expenses and maintain tight fiscal constraints and 
control over utility receivables in order to further improve cash collections and the net asset position. 
MEC, as a viable ongoing concern, will continue to be dependent on the financial support of RepMar in 
the form of: 
 

a) timely payment by RepMar for services provided,  
b) the collection of long outstanding utility receivables, and  
c) continuing improvements in operations. 

 
Even though there were four tariff increases during the year in October 2006, January 2007, June 2007 
and July 2007, further increases have been necessary in December 2007, January 2008 and April 2008 
due to the continuing escalation of world fuel prices. Despite these increases MEC has been able to 
maintain electricity tariffs at levels which are still about the lowest in the Pacific. 
 
Management’s Discussion and Analysis for the year ended September 30, 2006 is set forth in the report 
on the audit of MEC’s financial statements, which is dated June 30, 2007.  That Discussion and Analysis 
explains the major factors impacting the 2006 financial statements. 
 
ADDITIONAL FINANCIAL INFORMATION 
 
This discussion and analysis is designed to provide MEC’s customers and other stake holders with an 
overview of the company’s operations and financial condition as at 30th September 2007.  Should the 
reader have questions regarding the information included in this report, or wish to request additional 
financial information, please contact the Marshalls Energy Company, Inc. General Manager at P.O. Box 
1439, Majuro, Marshall Islands, MH96960. 
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