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President’s Message

'm happy to report that we had a very successful

first attempt at an extended program technical
meeting. The October tutorial on Thermoplastic
Elastomers brought out a number of new faces that
have not attended our regular meetings in the past.
Attendees were very grateful for the opportunity to learn about new
developments in a variety of materials, presented in a concise, conven-
ient format. Many thanks go out to Donna Davis and Suzanne Biggs for
putting together the meeting program and publicity.

I was especially pleased to see two students from our newly
formed University of Houston student chapter, Liang Xu and Vivek
Goel, at the meeting. And | hope that everyone will join me in thank-
ing our hard-working Education Committee, especially Ted Marker
(Basell) and Lynette Russo (Bamberger Polymers) for their guidance in
getting the U of H student chapter organized and run by a proactive
group of students.

For those who attended the October meeting, please help us
improve our efforts to serve you by giving us feedback on the meeting.
Comments can be sent to Donna or any of the Section officers, whose
contact information is shown at right. For those who wanted to but
were unable to attend, please make note of our technical program cal-
endar shown on the front page of every newsletter. While we will send
out reminders in future newsletters and email announcements, we
hope that you will plan ahead and set aside time for some of these
upcoming topics.

Hope to see some more new faces at future meetings!

Harish Sangani
SPE — South Texas Section President 2006-2007
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(Future of Downstream Petrochemicals — continued from page 1)

60 years and are expected to continue for the foreseeable future.

The Gulf Cooperation Council Countries (GCC): (1) Kingdom
of Saudi Arabia, (2) Oman, (3) UAE, (4) Qatar, (5) Bahrain and (6)
Kuwait have free trade agreements with the western nations, with
Iran, Irag and Libya in a state of uncertainty. The Kingdom of Saudi
Arabia (KSA), largest of the GCC members has always been on the
forefront of petrochemical developments in the Persian gulf coast.
This disproportionate distribution of resources/consumption of non-
renewable resources impacts the resource rich nations’ ability to
make logical decisions for their future. Most of these decisions
impact the Global economy on a short run basis and their own
economies on the long run basis. For example, with the wide fluctu-
ation in the Global oil prices in the past three decades, the KSAs oil
based revenues fluctuated on the average + $110 billion/year making
long term planning very complex and moving the KSA from oil
boom to oil bust and a slow recovery with a potential bust in the
near future.

The overall goals of KSA are: (1) to reduce the oil economy
dependency, and (2) increase nonoil economy via developing down-
stream petrochemical and processing industry. The KSA government
is interested in increasing the downstream value addition and move
beyond the 1970s goal of gas monetization.

Saudi Petrochemical Industry

The Saudi petrochemical industry is based on abundant natural gas
(61% associated gas — rich in ethane). Development of domestic
market for the associated gas, that was flared till the 1970s formed
the basis for petrochemicals. The petrochemical industry increased
tenfold during the last 20 years from 3.7 million tonnes/year to 36
million tonnes/year and is expected to reach 70 million tonnes/year
by 2010. With associated gas as the main feedstock, the production
so far focused on: (1) the basic 6 with more ethylene aliphatics, (2)
chemical intermediates — methanol, ethylene glycol, PTA, 2-EH,
DOP, VCM Styrene etc., and (3) basic polymers — PE, PP, PS, PVC
and PET.

A major portion of KSAs petrochemical developments were
developed by SABIC. the state owned organization and currently
owns 95% of the petrochemicals. KSA is making conscious effort to
decrease this to 75% by 2010 and increasing private investments as
a means of speeding up the downstream petrochemical develop-
ment. With the liberalization of downstream industry in 1995, the
privatization is also progressing at a faster pace. The progress is
being achieved through partnering between the private companies in
developing upstream petrochemicals and refinery projects. Formation
of marketing alliances, off take agreements and converting operations
JVs — all are designed to fully develop the downstream industry.

The Future Downstream Developments in KSA will be faster

(continued on page 4)
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(Future of Downstream Petrochemicals — continued from page 3)

due to: (1) A total of $41 Billion planned for 2005-2010 for petro-
chemicals, (2) There are currently (as of June 2006) 64 petrochemical
projects in the pipeline with 76% of them green field investments,
(3) The focus is more on levels Il and Il derivatives and value added
products (specialty polyolefins, engineering plastics, specialty chemi-
cals etc., ) along with potential development of downstream plastics
processing industry to meet the growing demand in China, Asia and
Africa in addition to Persian Gulf Coast.

The KSA Petrochemicals Offset Programs

The KSAs economic offset programs will be instrumental in develop-
ing the future petrochemical industry. The Offset Programs are a
form of counter trade in which the importing country can offset the
price by providing opportunities for the selling nation. KSA is the
first nation in GCC to establish the offset program, especially for
defense related contracts. The fields of investment so far were lim-
ited to: (1) non-oil related high tech products, (2) Defense,

(3) Agriculture and (4) Building Infrastructure.

Recently KSA extended this program to include petrochemicals
and downstream products. Under the Offset program, The Saudi
private sector is encouraged to participate via Foreign Direct
Investment (FDI) program with potential candidates foreign part-
ners. Saudi organization will hold a majority stock, but will be
eligible for (Saudi Industrial Development Funds) SIDF at no inter-
est cost and favorable raw material costs. For a smaller investment
on the part of international investors (approx 12.5%), 50% SIDF
funds, 25% local banks and 12.5% private Saudi investment, the
organizations can expand operations, compete Globally while assist-
ing KSA move forward.

The offset program, as designed will help the domestic Saudi
industry as well as the Global organizations in launching their prod-
ucts in the area, developing newer technologies on a risk sharing
basis and be closer to the growing global regions. KSA/GCC, at pres-
ent may not be able to absorb all of the production, but are located
close to the growth areas — China, India, E.Europe and Africa.

The basic raw materials (Cracker output) allocated on a value
addition basis. The private investors, Existing Petrochemical players
can approach the Govt. with their plans. Government assigns fund-
ing via SIDF (Saudi Industrial Development Fund) for approved
plans. The approved organizations have limited time to attract

(continued on page 5)
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(Future of Downstream Petrochemicals — continued from page 4)

investors, licensors, to implement the program - or give up the
allocation. The raw materials are provided on a Western Europe
freight equalization to the project partners, who in turn are
allowed to negotiate with potential partners.

How can the U.S plastics related organizations benefit
from the Offset Programs?

The downstream converting industry in Saudi Arabia is at an early
stage. There are several SIDF qualified organizations that can provide
up to 87.5% of the investments (50% - SIDF, 25% local banks and
12.5% local partner) to develop, build and convert major plastics —
film operations, compounding, extrusions, pipes etc., With Middle
East fast approaching the lead source for basic commodity plastics,
the developments in down stream value added products will become
more attractive investments. For the U.S downstream players the KSA
will: (1) opportunity to invest in new and innovative technologies
with a mitigated risk, (2) move some of the production closer to future

growth regions in Middle East, Asia and Africa, (3) explore growing
markets and capitalize on the early opportunities and most importantly
(4) follow the Global migration trends of investments and materials
and production to optimize the developing impact of the growing
“Service Economy” in the United States. Chemical Market Resources
Inc. conducted an exhaustive analysis most down steam plastic prod-
ucts with value addition opportunities with Middle East locations.

Dr. Balaji Singh, president of Chemical Market Resources Inc., obtained his Ph.D in
chemical engineering from Texas A&M University and MBA in marketing research
and planning from the Ohio State University. After 6 years of industrial experience
with Ashland Chemical Company at Dublin, Ohio, he entered the field of chemical
market consulting in 1983. He founded the Chemical Market Resources Inc. in 1990
after 6 years with a major Global plastics consulting firm. He worked as an adjunct
professor at Franklin University and Ohio State University.

Over the last 21 years Balaji completed projects for almost all of the major
organizations in the World. Polyolefins has been his major area of interest for the
last 23 years. He is very active in the University academics and is on the advisory
committee of Texas A&M University. He volunteers his time to UNOS United Network
for Organ Sharing as the member of Patient Advocacy committee and he is on the
aavisory council of Southwest Transplant Society. Drawing cartoons is his hobby.




South Texas Section and
Texas Tech Student Chapter
Team to Provide Bernoulli
Blower to The Woodlands
Children’s Museum

arly during 2006, The Children’s Museum in the The Woodlands,
Eand the Section embarked on a cooperative program to introduce
plastics as a part of the Museum’s ongoing education program. The
Plastics Van made a visit during the Spring of 2006.

Recently the Museum staff asked if the Section could provide a
Bernoulli Blower display which would be a permanent exhibit. A
Bernoulli Blower, through the manipulation of a stream of air, causes
a ball to become suspended in air. The Museum staff believed that
this type of display would capture the attention of youngsters, and
get them interested in the sciences.

The Section agreed to support the construction of the device,
and contacted the various Student Chapters to bid on building it.
The Texas Tech Student Chapter submitted a plan that has been
accepted, and funded by the Section. The Tech Chapter is now
actively into the process of the building the unit. Anticipated delivery
date to the Museum is during December, 2006. We will provide an
update when the unit is in operation.
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Best of Luck and Happiness
from All of Us

axmi Sahu has just completed her

PhD degree in Materials Research
and Polymer Engineering at UNT.
She and her husband, Radhakanta
Samanatara, were recently married
on October 7, 2006.

Laxmi was an active member in
the UNT SPE Student Chapter during
her three years at the University. She
participated in a full range of SPE
activities, and was Vice President of
the UNT Chapter during 2005. On the Section level, she was an
active participant at Polyolefin Conferences in 2004, 2005, and
2006. Laxmi was instrumental in the formation of the Texas Council
of Student Chapters, and chaired the inaugural meeting at ANTEC,
Charlotte during May 2006.

In 2006 Laxmi was awarded a South Texas Section Education
Scholarship. We at the South Texas Section thank her for her efforts
on behalf of SPE, and wish her and Radhakanta best of luck and
happiness in their future. They will be living in New Jersey.
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Note oF CAUTION SOUNDED ON

Global Polyolefin Supply
John Whitehead

LME eRingsider
http://www.Ime.co.uk/julO6-article6.aspc
Edition 5, Summer 2006

ome cautionary views on the global polymer assumptions
Sunderpinning multi-billion dollar investments have emerged
from this Spring’s round of influential conferences. Inevitably, the
focus has been on the polyolefins powerhouse of the Middle East,
and the markets for which its output will be destined.

Certainly there is little argument over the enormous growth
the Middle East will see over the next few years. But as Volker
Trautz, ceo of Basell, the world’s biggest polypropylene maker,
warned a US conference, it could be costly to imagine that China
will prove a “bottomless pit that erases all supply-demand woes”.

As Trautz told his audience: “We need to keep in mind that
China’s appetite for polyolefin imports may be peaking. Production
of polyethylene and polypropylene in China is on the upswing.
That home produced capacity will put a ceiling on imports.”

Trautz acknowledges that there will be growth in polyolefins
offtake in China, but believes it may not be as fast as many pre-
dict. “In the end China may produce more polymer itself than has
been factored into a lot of forecasts,” he warned.

A similarly challenging view of prospects was put forward by
Earl Armstrong, managing director of US consultancy De Witt, at a
global petrochemical review conference. He believes that future
growth of chemicals consumption may be at the 10% a year level
rather than the forecast 15%, with the result that the US and
Europe risk becoming “awash in polyolefins produced in Middle
Eastern plants”.

The key year in this scenario will arrive as early as 2008, when
the next wave of Middle East polymer investment begins to come
onstream, and by the end of the decade the fallout from any lower
than anticipated offtake from China will be well and truly felt.

The close relationship between the Middle East as polyolefin
producer and Asia as importer was shown to have almost mirror
image properties by Roger Green, polymer director of Nexant
Chem Systems. A graphical demonstration presented to the con-
sultancy’s international conference in the Middle East showed a
remarkable degree of symmetry.

Green's analysis provided a clear explanation of why polyolefins
are so attractive for producers in the region, as they offer the high-
est margins of all the possible ethylene derivatives. HDPE tops the
list, followed closely by LLDPE and LDPE, ahead of other alterna-
tives such as ethylene dichloride, monoethylene glycol or styrene.

“Therefore Middle Eastern polyolefin output continues to
increase,” Green told the conference, noting that by 2010, overall
production will be close to 30m tonnes a year, with the angle of
the graphical representation becoming steeper towards the back
end of the 1990-2010 period.

Particularly noteworthy in the display was the ever-broaden-
ing section dedicated to polypropylene as the period has unfolded.
Initially, the attractions of the C3-based polymer for Middle East
manufacture had been deemed well below those for the
ethylene/polyethylene route, given the preponderance of ethane
gas feedstock in the region.

This feature is also highlighted in figures quoted by Swiss
conference organiser Maack, which notes that while the Middle
East accounted for just 0.5% of global PP capacity in 1990 and
5% in 2005, the figure will have reached 13% by 2010. The pace
of added polyolefin capacity around the world poses a clear threat
of an inherent capacity overhang, especially during spells such as
the 2008-2010 period when its tendency to come in waves will be
particularly evident.

There is a clear risk of trouble ahead, according to Green, with
Middle East producers facing a series of challenges as they seek to
both grow and broaden their businesses. Other feedstocks will pro-
vide a less beneficial cost picture than the ones employed up to now,
he noted, while the ability to build new world-scale plants in the
area is increasingly jeopardised by cost and timing implications.

Fenner acquires EGC
from Plastic Omnium

enner, through its wholly owned subsidiary, CDI Seals, Inc.

(‘CDI') on October 5, 2006 announced the acquisition of sub-
stantially all of the operating assets and liabilities of EGC, a
Houston based manufacturer of fluoroplastic seals and other
related fluoroplastic precision components.

EGC recorded $34 million in sales in 2005 and was acquired
by Fenner for $15 million. The acquisition represents an oppor-
tunity for CDI to broaden its product offering and materials
technology expertise in high value performance critical applications

in the electronics, pumps, valves, compressors, aerospace and oil
and gas industries.

Mark Abrahams, CEO of Fenner said * We are delighted with
the acquisition of EGC which brings new opportunities to CDI.
Over the next 18 months we intend to relocate EGC onto the CDI
site at Humble, Texas, which will enable us to extract the opera-
tional benefits from the merged businesses.’

Fenner is the world leader in the global conveyor belting
market. Its products include lightweight and heavyweight con-
veyor belting for the mining and power generation markets,
precision motion control products for the computer, copier and
mechanical equipment markets, and sealing products for the min-
ing, hydraulics and oil and gas industries.
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