Worldflow Process Industry Monitor

Q3 2002

Flow Research, Inc.
Wakefield, Massachusetts



Editorial Team

Publisher: Jesse Yoder, PhD
Editor and Researcher: Belinda Burum

Flow Research, Inc.
27 Water Street
Wakefield, MA 01880

(781) 345-3200 Fax: (781) 224-7552

www.flowresearch.com

Copyright © 2002 Flow Research Inc.  All Rights Reserved

Disclaimer

While every effort has been made to insure that this report is accurate and complete, Flow Re-
search accepts no liability for consequences of any actions that are based on the findings in this
study.



Worldflow Process Industry Monitor
Q3, 2002

Table of Contents

Issues & Perspectives . .. 11
Bulls vs. Bears: There’s Something to Satisfy Every Craving . . . 11

Petroleum ... 15
In the News ... 16

Shell and Sinopec sign retail agreement in China . .. 16

Aquila and ET Sign $265 Million Agreement On Sale of Natural Gas Pipeline and Processing
Systems . .. 16

UK Gas Pipeline Starts Shipment . . . 16

AGA Says FERC Should Set Five-Year Term on Ultilities’ Right-of-First-Refusal For Expiring
Pipeline Contracts . .. 17

UK Gas Statoil Contract Key to Future Field Development . .. 17

Amerada Hess Announces First Oil From The Halley Field in the North Sea . . . 18

MidAmerican and Dynegy Complete Northern Natural Gas Transaction . . . 18

EU Settles Gas Sales Dispute . . . 19

BHP Billiton Confirms China Liquefied Natural Gas Deal ... 19

Gas Supplier in East China Competes with West . .. 19

Industry Pulse . .. 20

Annual Energy Outlook 2002 with Projections to 2020 . . . 20

Tough Year, But The Oil And Gas Kept Flowing . . . 22

Gasoline Deliveries and Production Up in August . . . 24

Crude oil rises to highest price in 15 months . . . 25

Oil Pipeline Inspections and Workload to Accelerate . . . 26

CPC to Raise Domestic Oil Prices . . . 27

World Refining Margins Deteriorate . . . 27

“Perfect Storm” Winter of 2000-2001 Led to Natural Gas Utility Efforts To Manage Price
Fluctuations . . . 28

New Projects . . . 29

Sinopec to Establish Refinery . . . 29

$3.5 Billion Australian Pipeline Project in Negotiations . . . 29
Venezuela’s Deltana Gas Basin Shows Potential . . .29

BP to Spend $15 Billion in the Gulf of Mexico . . . 30
ExxonMobil Approves Thunder Horse Project Funding . . . 30
New Pipeline System to Transport Thunder Horse Oil . . . 30
Pertamina Develops Eastern Indonesia Gas Reserves . . . 31

(Continued on page 6)



Table of Contents, continued

(Continued from page 5)

KBR Completes Onshore Commissioning Phase of Offshore Vessel for Shell ... 31
Discovery in Sumenen Region of Indonesia . . . 31

Marathon Oil Announces Deepwater Find off Nova Scotia . . . 32

North Caspian Sea Joint Venturers Declare Kashagan Discovery Commercial . . . 32
Abang Oil Discovery Offshore Equatorial Guinea . . . 33

Hydrocarbon Discovery in Deepwater Gulf of Mexico . . . 33

BG Group Expands its Atlantic Basin LNG Interests . . . 34

Four New Projects Seek to Improve Oil Recovery on Native American Lands . . . 35

Company Korner: LUKOIL . .. 36
LUKOIL Becomes First Russian Company with Full Listing on London Stock Exchange . . . 36

Chemical & Pharmaceutical ... 38

In the News ... 39

Results of First Human Trial of a New Class of Anti-HIV Drugs Reported by Shionogi-
GlaxoSmithKline . . . 39

Celera and Merck Sign Technology License Agreement . . . 39

Akzo Nobel Developing Bio-Ethanol Fuel ... 40

Rohm and Haas Company to Acquire Ferro’s European Powder Coatings . . . 40

Online Scientific Forum Connects Scientists . . . 40

DuPont to Acquire ChemFirst, Inc. to Strengthen Position as a Leading Supplier of Electronic
Materials . . . 41

CIO Magazine Recognizes Dow and Eastman for Exemplary Business Integration . . . 41

Industry Pulse . . . 42

Brightening Outlook Predicted for EU Chemical Industry . . . 42

New Cefic President Calls for a More Coherent Industrial Policy for the Chemical Industry in
Europe . .. 42

Demand for Chemistry Products Expected to Increase in US . . . 43

BASF Confirms its Confident Outlook for 2002 ... 44

Dow Q2 Sales and Earnings Down . . . 44

Merck Sales Up, Profits Down Slightly in Q2 2002 . . . 45

Johnson & Johnson Q2 2002 EPS Rose 17.6%; Sales Increased 10.9% . . .45

Novartis Reports Growth . . . 45

Sales and Earnings Down for Bristol-Myers Squibb . . . 45

China’s Biotech is Starting to Bloom . . . 46

New Projects . . . 48

Novartis to Invest CHF 380 million in Production Expansion . . . 48
Construction Begins on Lilly's New Puerto Rico Plant . . . 48

(Continued on page 7)



Table of Contents, continued

(Continued from page 6)

Startup of Joint Trials on a Pilot Plant Production of Carbon Nanofiber from Carbon Diox-
ide...49

Rohm and Haas Breaks Ground for New Adhesives, Sealants and Coatings Manufacturing
Plant in India . . . 49

Company Korner: Pfizer. . . 50

Pfizer Poised for Dominance . . . 50
Pfizer to Acquire Pharmacia Corporation for $60 Billion ... 52
Pfizer Feeds its Drug Habit . . . 55

Food Processing ... 56
In the News . .. 57

Heinz and Kagome Modify Investment Plans . . . 57

Groupe DANONE Signs Joint Venture Bottled Water Agreement with Kirin Beverage and Mit-
subishi ...57

Miami to Host Food and Beverage Trade Show . . . 58

Frito-Lay to Cut Trans Fatty Acids in Snacks . .. 58

Vita Food Products to Purchase Outstanding Equity of The Halifax Group . . . 58

ADM Finalizes Merger with MCP . . . 59

Six Billionth Can of SPAM Luncheon Meat Produced . . . 59

Campbell to Acquire Ireland’s Second Largest Dry Soup Business from Greencore . . . 60

Just Released: Food Code 2001 . . . 60

Industry Pulse . . . 61

Food At-Home Prices Down During August . . . 61
Despite 9/11, People Still Need to Eat . . . 62
Nation's Food Makers Get More Creative in Packaging . . . 63

New Projects . . . 64

Singapore's Food Testing Firm to Make Thailand Lab Hub . . . 64

Hormel Foods To Transform Rochelle, Ill., Plant to Value-Added Product Processing Facil-
ity... 64

Unilever to Invest €170M in Corporate Venturing . . . 65

Company Korner: Nestlé . . . 66

Swiss Food Business Still Sweet after 136 Years . . . 66

Major Nestl¢é Brands . .. 66

Nestlé Group Shows Profit Improvement in First Half 2002 . . . 67

Strategic Move to Gain Leadership in US Ice Cream Business by Merging with Dreyer’s . . . 68
Nestlé and L'Oréal Agree to Form a Joint Venture . . . 69

Nestlé¢ Waters Expands Home & Office Delivery Market in France . . . 69

Pulp & Paper...70
In the News ... 71

(Continued on page 8)



Table of Contents, continued

(Continued from page 7)

Madison Dearborn Gets Clearance to Buy Jefferson Smurfit . . . 71

European Union Proposes Paper Tariff Increase . . . 71

Australian Start-Up Aims To Dissolve the Problem Of Packaging Waste . . . 71

Sveaskog Acquires Forest and Sawmill from Kinnevik . . . 71

MeadWestvaco’s Chairman to Retire at Year End . . . 72

Pactiv to Buy 70 Percent of Jaguar Corporation . . . 72

MeadWestvaco Completes Sale of Stevenson Mill ... 72

United States Department of Interior Presents ‘2002 Conservation Service Award’ to Interna-
tional Paper . .. 72

Procter & Gamble and Weyerhaeuser reach licensing agreement . . . 73

Weyerhaeuser to Close Wood Plant, Corrugated Unit . . . 73

Rock-Tenn to Close Plants . . . 73

Durango Agrees to Begin Discussions on St. Marys Mill . .. 74

Stora Enso NA to Sell 300,000 Acres ... 74

Oji Paper to Cut 3,600 Jobs . .. 74

Industry Pulse ... 75

Demand Weak for Forest Products, Financial Profiles Down . . . 75
S&P Cuts Ratings on Georgia-Pacific to Speculative Grade . . . 76
Pulp Consumption Down . .. 76
International Paper Reports Substantial Increase in EPS for Second Quarter 2002 . . . 76
Stora Enso to Restructure NA Operations
in Response to Poor Market Conditions . . . 77

New Projects ... 78

Potlatch to Invest US$66 Million in New Tissue Machine, Related Equipment . . . 78
Stora Enso Timber to Build Two Sawmills in Russia . . . 78

Pechiney to Expand . . . 78

Evergreen Paper to Re-start Idle Vermont Tissue Mill ... 79

FiberMark to Expand New York Operations . . . 79

Mercer Completes EUR 1 bil Financing for Pulp Mill . .. 79

Company Korner: Svenska Cellulosa (SCA) . . .80

Leading Paper Products Manufacturer Expands its Market . . . 80

SCA Financials Up for First Half of 2002 . . . 80

SCA’s Goal: To Be the European Market Leader in Growing Away From Home (AFH) Mar-
ket ... 81

SCA’s Top Competitors . . . 81

SCA Acquires AFH UK Tissue Producer . . . 82

SCA Acquires Packaging Co’s in Spain, North America andInvests in Denmark Plant . . . 82

(Continued on page 9)



Table of Contents, continued

(Continued from page 8)

Power... 83
In the News . .. 84

Electric Companies Agree to Bring Energy to Poorer Areas . . . 84

Energy Goals from Johannesburg Summit . . . 85

U.S. Energy-Related Carbon Dioxide Emissions Decrease . . . 85

Breakthrough Turbine Technology May Revolutionize Power Generation and Hydrogen Fuel
Production . . . 86

Companies Urge Single Power Market in Northeast . . . 86

California Water District Commits to Renewable Energy . . . 87

Czech Water Treatment Plants Hit Hard by Flooding . . . 87

Moroccan Wind Farm Produces 2% of Electricity . .. 87

DOE Signs Agreement to Install Advanced Pollution Control Device on S. Dakota Power
Plant. .. 88

Trade Mission to Africa . . . 88

ScottishPower's PPM Agrees to Acquire Aquila's Texas Gas Storage Assets . . . 89

Con Edison Sets New Three-Month Record for Energy Use . . . 89

PUC Issues Proposed Decisions Aimed at Restoring Ability of Utilities to Buy Power for Cus-
tomers . . . 90

Industry Pulse . .. 91

Electricity Consumption Expected to Nearly Double by 2020 . . . 91
Net Generation Down in First Third of 2002 ... 92

New Projects . . . 96

Manila, Jakarta in $600m Venture . . . 96

Indiana to Host 1st Clean Coal-Powered Fuel Cell . . . 96

AEP PRO Serv Wins Contract to Build 250-MW Combined Cycle Gas-Fired Power Plant for
CPV Atlantic . .. 96

DOE, Tennessee, and EPA Sign Accelerated Oak RidgeCleanup Plan Agreement . . . 97

Construction Begins on Ontario’s First Commercial Wind Farm . . . 97

Company Korner: American Electric Power . . . 98

Energy Giant Shows Largest Global 500 Increase in Revenue, Declining System Sales . . . 98
AEP Reports Second-Quarter Ongoing EPS of $0.56 . . . 98
AEP Completes Sale of CitiPower . .. 101

Water & Wastewater ... 102
In the News ... 103

(Continued on page 10)



Table of Contents, continued
(Continued from page 9)

Bush kills $50 million for water VA . .. 103

AWWA Presses Bush for More Assessment Funding . . . 103

Suppliers Want Vulnerability Assessments at White House . . . 104
Johannesburg Summit . . . 104

Bill Introduced to Improve Water Programs . . . 104

PUC approves RWE acquisition of American Water Works . . . 105
Thames Water to Acquire Iberdrola’s Spanish Water Businesses . . . 105
DQE Announces Sale Of Kaanapali Water Corporation ... 106

Industry Pulse . .. 107

Massive Investments Needed for Adequate Water and Sanitation in Deprived Regions . . . 107
WorldWatch Maintains Governments Shouldn’t Transfer Water Responsibilities to Private Sec-
tor...108

New Projects ... 109

Country’s First Solar Wastewater Treatment Plant To Be Unveiled In Northern California . . .
109

Ground Broken on Second Largest U.S. Aquifer Storage & Recovery Project . . . 109

CH2M HILL Wins $4 million Contract for Wastewater Treatment Plant Upgrades . . . 110

Jordan and Israel Announce Project to Save Dead Sea . .. 110

Lansing Stormwater Upgrade . . . 111

NADB Approves Largest-Ever Loan for Texas Water Projects . .. 111

Seattle Treatment Facility Construction Underway . .. 111

Company Korner: Orange County Water and Sanitation. . .112

California Agencies Strive for Funds to Make Drought-Proof Purification Project a Reality . . .
112

About OCWD ... 112

About OCSD ... 112

$352 Million Project to Turn Wastewater into Drinking Water . . . 113

10



