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Investors focus on MEC

By GIFF JOHNSON

Behind the scenes a battle is playing out for control of a potentially very profitable asset of the RMI — the Marshalls Energy Company’s tank farm.

This interest in Majuro’s key utility company has developed over the past year as skyrocketing world fuel prices have pushed the once profitable company into serious debt. That interest, reportedly, has intensified in the last several weeks, with several companies, mostly from offshore, putting in bids to supply fuel and invest in the company.

Complicating the situation is that Billy Roberts, MEC’s general manager for the past 20 years, is leaving next week Friday at a time when MEC is facing numerous uncertainties.

MEC was once , and for some years, the only government agency to earn a profit.

But 2003 was the last year that MEC turned a profit. The power company lost $4.6 million in 2004 and 2005 combined.

MEC’s contract with Mobil Oil Micronesia ended in late 2004. MEC refused to agree to terms Mobil proposed for a new fuel contract, saying the price and conditions were out of line for a company that had had a long-standing and successful business relationship with Mobil. After nearly running out of fuel on at least one occasion in late 2005 as the dispute with Mobil continued, MEC switched to SK Networks at the beginning of 2006.

The net impact of this contract loss with Mobil was that MEC’s finely tuned system of using fuel sales to fishing boats to subsidize electric costs and to pay its fuel bills collapsed. 

MEC now owes Mobil more than $5 million a fuel purchase last year, and is in debt to Bank of Guam for about $4.7 million, money that was used to purchase fuel earlier this year from MEC’s new supplier, SK Networks. The company has been forced to press its customers with threats of electric cut off to generate more revenues, and the government has been pressed to come up with cash to pay its bills to MEC to enable MEC to keep buying fuel.

At least two and possibly more proposals have been submitted to government and MEC officials in the past several weeks relating to investment in MEC and fuel supply contracts. Koo’s Fishing Company, SK Networks and a joint venture involving PII, Luen Thai (which is the parent company of Marshall Islands Fishing Venture) and Mobil have all indicated interest in business involvement with MEC.

The new possibility of a potentially large and ongoing fuel supply arrangement between MEC and the US Navy no doubt has considerably elevated investors’ interest in MEC.

One question raised by Mobil’s apparent interest to resume a fuel supply deal with MEC is whether its possible re-entry includes waiving MEC’s debt, or at the least dropping the onerous 18 percent interest rate that Mobil demanded and got in a payback agreement on the $5 million owed.

That may be merely academic, however, as last week, during his trip to Honolulu, President Kessai Note met with a high-level SK Networks executive.

Where this will lead remains an open question, and as of press time Wednesday this week there were no announcements from the government with answers on any of these issues.

Suffice it to say that decisions made in the next few days about MEC’s future — including who will be the next general manager, and which, if any, of the current investment suitors will be chosen as partners — will have a long-term impact on the public and the Marshall Islands as a whole.

Moylan’s man headed to Majuro

No decision has been made yet by MEC’s insurance company about what to do with the damaged engines in the old power plant.

Three of the five engines were badly damaged by a fire last month.

A Moylan’s insurance engineer is coming to Majuro next week to do a final assessment on the possibility of repairing the engines, according to MEC general manager Billy Roberts.

Three options are still on the table for consideration by the insurance company — repair the engines, buy news ones or buy a large engine to replace the smaller damaged ones.

Although MEC is awaiting a decision from the insurance company, Roberts commented that there is not issue about the fire or the applicability of insurance to the situation.

Construction of a new power plant building is now being bid out to determine the cost, he said.

SK checks into financial status

A large group of officials from SK Networks has been conducting what is known as “due diligence” at the Marshalls Energy Company.

Due diligence is a business term for the process of verifying the financial and operational status of a business prior to possible investment or purchase.

MEC general manager Billy Roberts said that the SK Networks, which is based in S. Korea, is not looking to buy MEC but rather to invest in the company.

SK Networks currently supplies MEC with diesel fuel.

President Kessai Note met with a high-level SK Networks official last week in Honolulu to discuss future SK Networks-RMI cooperation.

Other companies known to be making bids for fuel supply to and/or investment in MEC are Mobil Oil Micronesia, Luen Thai and Pacific International Inc.

Who’s going to replace the boss?

The Marshalls Energy Company has yet to name a successor to general manager Billy Roberts, who departs Majuro on October 7.

His last day at work is next Friday, October 6.

Roberts gave 90-day notice to the MEC board back in early July that he was resigning effective early October.

MEC board chairman Matt Zackhras told the Journal on Tuesday this week that there is “no decision yet on Billy’s replacement.”

The board will be meeting on the matter soon, he added. “We may agree to have someone at MEC take the helm as acting manager until such time as the post has been advertised and announced to the public,” Zackhras said.

“This issue is very important and we intend to treat it very seriously by taking all necessary steps to make sure the right person takes on this huge responsibility.”

Life on Ebeye hits rock bottom

The hardship of living on Ebeye was personalized to a group of participants on Tuesday who attended an Asian Development Bank sponsored consultation on Social Protection in the Marshall Islands.

Ebeye residents Calvin Juda and Harden Lelet spelled out the difficulties of basic day-to-day life, which people on Ebeye have been experiencing for the past five months.

“The power outage is affecting everyone and everyone is having a hard time, from the babies to the elders,” explained Juda. “Without power, we have no water. Without water there has been poor hygiene. The living conditions are crowded. We just had a flu outbreak that everyone caught.”

Juda, who works for the Ministry of Health on Ebeye and is involved in many community and youth programs, says that the power-rationing situation has made the already crowded living conditions on Ebeye intolerable. “All the resources I see here in Majuro aren’t in Ebeye,” he said.

Juda’s testament was supported by Lelet, who describes himself as an ancestor of families who were moved from the mid-corridor back in 1964 to temporary houses called the nine units on Ebeye.

“Imagine if your basic necessities in life aren’t met,” asked Lalet. “No water to bathe with, let alone cook.”

It was as if Juda and Lelet couldn’t stress enough how harsh the living condition on Ebeye is.

 “If the water runs out then that’s it,” he said. “If you consider what’s happening to us (Ebeye residents) we should be listed as a ‘vulnerability group’.”

Local consultant for the ADB Ben Graham who was in Ebeye last week also shared his own experience and observations.

“I saw a lot of social issues and problems that are a direct result of the power rationing problem,” he said. “Food is spoiling in stores, people aren’t showering, people who go to work on Kwajalein can’t wash their clothes, people are only going to work for four hours a day — the cause (of the problem) is well know but the affects need urgent attention.”

