






















MICRONESIA PETROLEUM CORPORATION 
(A COMPONENT UNIT OF THE STATE OF KOSRAE) 

 
Notes to Financial Statements 
September 30, 2006 and 2005 

 
 

11  
 

(2) Summary of Significant Accounting Policies, Continued 
 
 Inventory 
 
 Inventory is substantially carried at the lower of cost (first-in, first-out) or market.  
 
 Depreciation 
 
 Depreciation of property and equipment is calculated using the straight-line method over the 

estimated useful lives of the assets.  Lives of equipment, vehicles, furniture and fixtures and bulk 
plant assets range from 3 to 40 years. 

 
 Reclassifications 
 
 Certain reclassifications have been made to the 2005 financial statements to correspond with the 

2006 presentation. 
 
(3) Investment 
 
 At September 30, 2006 and 2005, MPC held a 55% interest in a joint venture, Micronesia 

Petroleum Corporation-Yap (MPC-Yap).  MPC-Yap’s main business objective is to provide 
competitive priced petroleum products to support the economic activities in the State of Yap.  
MPC’s participation in MPC-Yap primarily involves management of the joint venture.  In 2001, 
management determined that it has no substantial control over this investment and its assets and 
has elected to record the investment at its best estimate of net realizable value.  Management has 
entered into an agreement to sell its investment in MPC Yap to the Yap State Government for 
$200,000, which includes recovery of the investment and other net receivables. 

 
(4) Property, Plant and Equipment 
 

A summary of property, plant, equipment at September 30, 2006 and 2005, is as follows: 
 

  Balance at Transfers Transfers Balance at 
  October and and September 
     1, 2005   Additions Deletions   30, 2006    
Bulk plant  $  2,506,000 $      -       $       -       $   2,506,000 
Vehicles and tank trucks  295,664       15,000 -       310,664 
Office equipment  47,604 2,090 (276) 49,418 

 Furniture and fixtures  61,521       -       (2,915) 58,606 
 Machines and equipment  397,587 759 -       398,346 
 Buildings and improvements     207,346      -             -          207,346 

  3,515,722 17,849 (3,191) 3,530,380 
Less accumulated depreciation (1,437,486) (117,815)     3,014 (1,552,287) 
 
Depreciable assets, net 2,078,236 (99,966) (177) 1,978,093  
Land    200,000       -             -           200,000 
Property, plant and equipment, net $  2,278,236 $   (99,966) $       (177) $  2,178,093 














