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First SK fuel delivery

After 14 years of depend-
ing on Mobil Oil Micronesia
as its sole fuel supplier, the
Marshalls Encrey Company
has switched to a South Ko-
sean supplier.

The arrival of the SK
Networks fucl tanker “Oram
Glory' in Majuto Sunday
confirmed the Marshalls
Encrey Company’s switch
toanew supplicr. The tasker
pumped 1.6 million gallons
of diesel into MEC's nearly
empty tanks, which have a
total holding eapacity of six
million gallons — but were
down to their final few gal-
lons as the last fucl shipment
was in September.

MEC and SK Networks
closed the deal for a one-
year fucl supply contract in
mid-January, with the help
of a Bank of Guam loan and
Masshall Islands govern-
ment guarantec.

The break with Mobil
follows accusations from
the government's Chief
Secretary and MEC board
member Robert Muller that
Mobil was “price gouging”
in the Marshall Islands
He asked US Interior De-
partment deputy assistant
secretary David Cohen for
an investigation of Mobil's
negotiating factics — an
investigation Mobil officials
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said that they welcome.

With MEC's switeh to SK.
Networks, Mobil has lost
its biggest customer in the
Marshall Islands. MEC is
estimated to import upwasd

of 14 million gallons anmu-
ally at a current wholesale
cost of about $28 million.
Mobil operates its own
bulk fuel plant in Majuro,
with storage for gas and jet
fuel as well as diescl.
“Mobil Oil Micronesia.
Inc. has been in the RMI 40
years,” said Cecile Suda,
the company’s Guam-based
‘manager of public and gov-
ernment relations, in re-
sponse to MEC's move.
“We weleome competition
from other suppliers of pe-
troleum products.” She said
itis Mobil's policy to “com-
pete at the highest level,

and in accordance with all
applicable laws, rules and
tegulations, to ensure the
people of the RMI receive a
seliable supply of productin
a safe and environmentally
conscious manner.

Suda cautioned that
“long-term supply reliabil-
ity is important to consider
when shopping around for
supply.” Commenting on
whether MEC's switeh
would impact Mabil's other
fuel sales in Majuro, Suda
said “Mobil is a business
and we will adjust ovr risk
in doing business to meet a
feturn on ou investment in

the Marshall Islands.”

SK was chosen after eval-
uating proposals from five
different fucl supply compa-
nies, MEC gencral manager
Billy Robets said.

The initial shipment of
1.6 million gallons received
from SK Networks Sun-
day will save MEC about
$90.000 over the price that
Mobil was asking MEC to
pay in a new supply con-
tract, Roberts said

The deal is structured
to provide MEC with fucl
shipments about every six
weeks, depending on fucl
sales to fishing vessels. Fucl
sales is the way MEC gener-
ates sevenue tokeep the cost
to consumers, government
and business lower than the
actual cost to produce power
and to pay for fuel.

Butits finely tuned sales
operation fell apart in 2005

when new contract talks
between Mabil and MEC
floundered, and, as a result,
1egular shipments of fucl
from Mobil stopped. With
only two ful shipments
in 2005, MEC halted fucl
sales to fishing boats for
about three months in the
June-August period, and
from December 15 until
Tuesday this week, when
fuel sales resumed follow-
ing the SK Networks tanker
delivery. Roberts szid MEC
1ost $700,000 in seveme by
not selling fuel since mid-
December.

Cursently, MEC owes
Mobil $6.2 million for a
fuel shipment provide in
September. “We te working
out a payment schedule with
Mobil,” he said

Aside from a lower price.
another benefit of the agec-
ment for MEC is that fucl
shipments can be organized
from S. Korea on short no-
tice. While Mobil needed
60-day advance notice for
a new shipment, SK can
get fuel to Majuro in under
three weeks. “If we get a
rush on sales, we don't need
2 60-day lead time like we
did with our previous sup-
plier,” he said. “It only took
17 days from order to last
weekend's delivery.”

Roberts said SK Net-
works operates one of the
lasgest refineries in the
world

“MEC s also looking for
other cost saving strategics
for Iubrication cil,” Roberts
said.




