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FULL DAY OF ARABAL 2012

e AT
Technology and support to
continue to drive demand and
prices in aluminium, despite

regional unrest.

The first full day of the Arab Aluminium
Conference - ARABAL 2012 - has kicked off
in Doha, with regional issues, power generation
and technology dominating the agenda. After a
pre-conference day which included a workshop
on the London Metal Exchange, the morning
began with opening addresses to the plenary
session by Mr. Mohammad Ali Al Naqgi, ARABAL
Chairman; HE Dr. Mohammed Al Sada, Minister
of Energy and Industry - presented on his
behalf by Mr. Abdulrahman Ahmed Al Shaibi -
who also spoke as Qatalum Chairman. Mr. Svein
Richard, Hydro Aluminium President and CEO,
and Mr. Abdulrahman Ahmed Al Shaibi, Qatalum
Chairman also gave addresses.

Mr. Al Shaibi, Chairman of ARABAL 2012
Organising Host Qatalum, took the audience
through the steps that the company has taken
in Qatar and the achievements realized in
the aluminium industry and industrial sector.
However, he sounded a word of caution:

“Despite the impacts of the global economic
crisis, our growth must be tempered with a long
term perspective. In doing so, this makes us more
flexible and able to cope with change with the
least possible consequences”.

“We do not expect low prices to last; unlike many
other metals, growth in aluminium demand is
positive and we expect it to continue” Mr. Al
Shaibi expects prices to follow bullish forecasts
in demand.

_..,_-. ¥

He expressed gratitude to the Qatari
government. The industrial sector in Qatar is
moving on the right track, he noted, “supported
by incentives and industrial benefits that aim to
encourage industrial investment and to focus
on industrial projects that are based on best
available technology’, something which can no
longer be considered on a solely national basis.
“It is truly an international industry, due to the
interdependence between production and raw
material hubs, the smelting and refining centres
and the manufacturing industries’, he added,

Dr. Al Sada, through Mr. Al Shaibi, praised
ARABAL as an “extraordinary opportunity
for gauging the pulse of the industry and its
developments across the globe” Worldwide,
he argued, aluminium industry is in a state of
restructuring. Economic downslide in Europe
coupled with escalating power tariffs, lack
of local resources, taxation and tightening of
ecological regulations have already resulted in
the shutdown number of European aluminium
production facilities.

“We are seeing a spate of evolution and
consolidationwithintheindustry.Thefocusof the
aluminium sector is steadily shifting, often away
from those who were considered the traditional
leaders. Middle-Eastern manufacturers are now
increasingly emerging as serious contenders in
the global aluminium market”.

Mr. Svein Richard of Hydro Aluminium - whose
joint venture with Qatar Petroleum spawned
Qatalum - gave a comprehensive presentation,
outlining Qatalum'’s strategic position in the
global supply chain, and spoke of ‘infinite
aluminium’ through strong increase in demand
and recycling innovations.

Mr Al Naqi, Chairman of the ARABAL Organising
Committee, was pleased to announce the
number of participants in this conference at

almost 500: a record number. He outlined how
things have changed since the first conference
in 1983. “Today, as we celebrate the sixteenth
version of ARABAL 2012 in Doha, the region
has seven smelters of primary aluminium with
production capacity of up to 15% of global
production” he said, adding that this was along
with the other supporting projects such as
calcined coal and projects that depend on
smelters’ products such as aluminium extrusion,
cables and car wheels factories which supply
global automotive companies. Saudi producer
Ma'aden’s Vice President also announced that
it will inaugurate its first aluminium smelter on
12th December this year, capping off a big year
for GCC aluminium.

The day continued with an extremely senior panel
discussion - with no fewer than five CEOs sitting
on it - on the “Future Prospects of Aluminium
Industry in the GCC" Another panel followed,
covering “The Future Prospects of Expanding
Local Use and Creating Local Demand"
Presentations on “Power Plant - Challenges,
Difficulties & Experience” and “Reshaping the
World Aluminium Balance” took attendees
through the afternoon session, and the day
finished with panel discussions on “Future
Technologies” and the “Impact of the Arab Spring
on Infrastructure and Economic Growth’

The evening was rounded off with ‘Qatari Night' -
acelebration of the Qatariway of life, culture and
traditions, held at the St. Regis hotel. Delegates
were treated to folk music, dance, delicacies and
avisit to a Qatarivillage, before a traditional and
sumptuous dinner.
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WELCOME SPEECH
H.E.DR.MOHAMMED BIN SALEH AL-SADA

MINISTER OF ENERGY AND INDUSTRY

\
|’

|
CHAIRMAN & MANAGING DIRECTOR QATA PETROLEUM
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at the

16th ARABAL
Arab International Aluminium
Conference

Distinguished Guests,
Ladies and Gentlemen,

Assalam alaikum,
and a very good morning to you all.

It is an honour for Qatar to host this Arab
International Aluminium conference - the ARABAL,
in Doha. It is a great pleasure for me to inaugurate
this important event and welcome all of you on
behalf of the State of Qatar and the Ministry of
Energy and Industry.

ARABALs importance comes from the fact that
it attracts participation of people of the industry
from far and near and it is an important meeting
venue for experts and stake holders of the industry
who come together to jointly assess the risks and
opportunities that the industry offers.

It is a conference of choice for the Aluminium
Industry and surely an extraordinary opportunity
for gauging the pulse of the industry and its
developments across the globe.

Worldwide, aluminium industry is in a state of
restructuring. Economic downslide in Europe
coupled with escalating power tariffs, lack of local
resources, taxation and tightening of ecological

regulations have already resulted in the shutdown
number of European aluminium production
facilities.

At the same time, countries in the Asian Sub-
Continent, the Far and Middle East are enjoying
a marked growth and development of aluminium
production.

Currently there is a spate of evolution and
consolidation within the industry. Many players
who were considered world leaders just five
years ago have become divisions of larger
competitors, while plants that started as pilot
shops for manufacturing aluminium products have
grown into large manufacturers. The focus of the
aluminium sector is steadily shifting, often away
from those who were considered the traditional
leaders; Middle-Eastern manufacturers are now
increasingly emerging as serious contenders in the
global aluminium market.

Ladies and Gentlemen,

His Highness the Emir of Qatar, Sheikh Hamad bin
Khalifa Al Thani has envisioned Qatar as a vibrant
and prosperous country. His vision is enshrined
in the Qatar National Vision 2030 which aims
at transforming Qatar into a Knowledge based
Economy by 2030, capable of sustaining its own
development and providing for a high standard
of living for its entire people for generations to
come. This is to be achieved through furthering the
downstream industrial base and its diversification.

Aluminium is one of the key elements in the
infrastructural development of the country
and Qatalum’s role is an important one - to
support downstream businesses, including the

infrastructural requirements for staging the forth
coming FIFA WorldCup 2022 in Qatar.

Qatalum, is the flag bearer of our Aluminium
Industry. We are proud of its achievement
and contribution towards Qatar’s industrial
development. | would like to take this opportunity
to express our gratitude for their dedication and
efforts in organizing this conference.

This conference will be somewhat different from
its previous incarnations; Qatalum has attempted
to give it a new and updated look, commensurate
with the developments and evolution of the Middle
East aluminium industry. | hope all of you will enjoy
the conference, and find it extremely informative
and fruitful.

This conference portrays not only our progress in
the field of aluminiumbut also how it aligns with the
development and growth of the aluminium industry
of the region as a whole. Meetings, deliberations
and exchange of views among participants in this
event will go a long way in building shared vision
for the development of this industry and benefit of
one and all.

On this note | would like to once again welcome
you all to the 2012 ARABAL conference, and hope
you will enjoy your visit to Doha. Make it more
memorable by visiting places like Katara, and Souq
Wagif.

Thank you.
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DEVELOPING LOCALTALENT ATOP PRIORITY,
SAY INDUSTRY EXPERTS AT ARABAL PANEL
DISCUSSION ON FUTURE OF GCC ALUMINIUM

The future prospects of the
aluminum industry in the GCC

is bright, though it will have its
share of challenges to overcome,
industry experts have said
Wednesday at a ARABAL 2012
panel discussion entitled ‘Future
Prospects of Aluminium Industry
in the GCC, with acquisition of
local talent and downstream
market movements dominating
discussion. The moderator of
the panel was Mr. Khaled Laram,
Deputy Chief Executive Officer,
Qatalum.

AccordingtoMr.Busfar, developinglocalmanpower
is a top priority, and the industry in the region has
to work to develop local talent. He said Ma'aden is
working very closely with educational institutions
in the Kingdom of Saudi Arabia to develop local
skilled workforce.

Echoing the same opinion, Mr. Said al Masoudi,
Deputy Chief Executive Officer, Sohar Aluminium
said, “The biggest challenge facing us is to build
local expertise as we are losing good and talented
people to the oil and gas industry. We are working
to train our staff, and we need to put all our efforts
to retain the right kind of people needed for our
industry” He said another major issue faced by
the industry is to stay competitive. “We need to
work hard for expansion. Despite the challenges
this year, we are on track and we will maintain our
supplies to our clients”

Mr. Tom Petter Johansen, Chief Executive Officer
of Qatalum, taking part in the panel discussion said
the company will seek to consolidate its base and
would work to bring value added products. “We are
developing our base and looking at new markets” On
the subject of the company entering downstream
segment, Mr Johansen said, though the company
will not be directly involved in the downstream
industry in the country, it is fully committed to
offer all kind of assistance in establishing in Qatar.
“We will support it [downstream] proactively. We
produce high quality products that can be utilized
by the downstream industry, he said.

Mr Johansen further said the market for the
downstream is there and the government of Qatar
is also encouraging for downstream industry in the
country to utilize Qatalum products.

The Qatalum CEO also expressed his concern

about the stability of aluminum prices. “We need to
increase profitability to attract more investment”
Mr Tim Murray, Chief Executive Officer of Albawas
of the opinion that lack of proper energy policy in
Bahrainisanissue he would like to see itaddressed.
“The issue of gas price and a clear energy policy is
our top priority”

He also outlined the need to create a balance
between demand and supply. “At present the there
is oversupply in the market and unfortunately we
have not invested the way we should have, Mr
Murray said. Inyet another topic on the environment,
most of the panelists agreed that the aluminum
industry in the region is giving lot of importance on
the subject. “At Qatalum we have the most energy
efficient technology and we are continuously
striving to be environment friendly. It is a never-
ending process and for this we are recycling our
waste to be processed in Qatar and used in Qatar,
said Mr. Tom Petter Johansen.

Mr. Said al Masoudi, commenting on this issue
said that Sohar is working with the Gulf Aluminium
Councilin thisrespect and is taking all measures to
protect the environment.

The CEO of Alba, Mr. Murray, in his remarks on the
issue said the company is installing new energy
efficient technology in its new lines and is also
working to upgrade the existing ones.“We are doing
everything we can to be energy efficient, he said.
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The second discussion session
of the first day at ARABAL
2012 was about one of the main
challenges faced by the industry
in the GCC. The session was
entitled ‘The future prospects of
expanding local use and creating
local demand; addressing the
downstream challenges that
local and regional aluminium
producers face.

The panelists who discussed the issue were
Dr. Ali Al Sowiadi, Technical director of Qatar
Holding, and Anthony Tropeano, CEO of FATA
and FATA EPC, in a wide-ranging discussion
moderated by Dr. Ahmed Samerai, Chairman of
Sahara Group. Both experts agreed on the fact
that the region faces ahuge challenge in the form
of creating local interest.

The panelists started the session by presenting
theirrespective takes onthe issue. Dr. Al Sowaidi
argued that GCC has to take this downstream
challenge head-on.“Around 15% of the aluminum
of the world is produced in the GCC. But there is
limited downstream. Only around 20% is used
locallyandtherestis exported’ hesaid. The other
‘local’ issue that came out during the discussion
was local manpower. “This is also something
which we need to take care of. We have to look
into the matter with a serious approach”

Tropeano, who has been in the GCC for five
years now, claimed that everyone in the region
is looking for downstream. “Everyone wants to

move in that direction. For that to work, people
need to be more as a unit. It's not easy but | think
it's not impossible” Al Sowaidi agreed.

Another aspect which was stressed in the
session was recycling. However, this time around
there was good news for the GCC, as more than
70% of the Aluminum produced is still in use.
Tropeano explained that the region has a lot of
opportunities for recycling. He also pointed
out that Qatar is also going to host the FIFA
World Cup, which provides the country not only
opportunities for recycling innovation but to use
the maximum of the metal produced in their own
country.

“The fact that Qatar will be hosting such a
big event which means a whole lot of new
buildings, stadiums, auditoriums....all types
of infrastructure. | see this as an opportunity
where the country can really reach downstream.
Moreover, they can take care of local manpower
as well’, explained Tropeano.

Tropeano also shed light on the fact that many
American companies won't be ready for down
streaming in the region. “To be honest | don't see
a lot of American companies ready for this. | can
say China may do it. They have started to go into
Europe and they won't hesitate in coming into the
Middle East’, said Tropeano.

The financial conditions of today’s world are a
bump in the road, which needs to be avoided. The
recent recession, from which the world is still
recovering, has made financial institutions and
even countries, rigid, the panelists argued. “It's
not easy now. You need to shift the product in
the right way, present it in the right way, to the
right people and if possible at the right time’,
explained Tropeano. He further added: “Banks
and financial institutions have become rigid now.
They are not smiling anymore. I'm not saying it's
impossible; just difficult”

Jopc
y arabal

“——“"‘" """ Py “'l—ﬁmﬁ@-

Another major obstacle that Tropeano has
observed in the Middle East is the lack of
velocity. He explained this to the delegates by
using the example of China. “Over there, the
velocity of the project is extensive. They just
take three to four months and the project is
done. Right now, we have almost 27 projects in
China and | don't have to do much. They are rapid’,
he said, drawing contrast with the turgid pace of
project development in this region.

Another area which was explored was the usage
of aluminum in the automobile industry. The
panelists noted that more and more aluminum is
used in cars nowadays, however Tropeano argued
that five years down the line cars could be made
of something else. “First it was steel, now it's
aluminium and maybe some years from now it
might be magnesium.

The automotive industry is a challenge in its
own way. Moreover, | don't see any automotive
industry in this region’, Tropeano pointed out.

The audiences also used the opportunity to pose
some tough questions. One question which was
directed to Al Sowaidi observed that getting
a license in this region is tough and that power
prices and even the gas prices are high in the
desert. Moreover, land allocation is also difficult.
Al Sowaidi’s reply qualified that it's actually the
environmental permit that is difficult; power
and gas are decided by the government and
differ from country to country. Moreover land
allocationis also in the hands of the government”
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POWER PLANT -
CHALLENGES,
DIFFICULTIES &

EXPERIENCES

“Silver lining to clouds at
Qatalum”

The Qatalum power plant for the smelter at
Mesaieed Industrial City has had its challenges
since it came online in 2010. Rather than gloss
over those challenges, Mr. Steve Davison,
Power Officer at Qatalum gave a presentation
Wednesday entitled “Power Plant - Challenges,
Difficulties & Experiences”, which explained
to the assembled attendees the causes,
consequences and lessons learned from the
incidents two years ago.

Mr. Davison began with an introduction to the
power plant itself. It is a captive power plant,
designed for island operation, with a generating
capacity according to smelter demand plus one
generatingunit inspare. Its operating philosophy
is such that the power plant generates the
power to the smelter with zero import. 99.95%
of the time it is in grid connected mode, with
summer operation with using generators, and
maintenance during winter

Organisationally, the operation and maintenance
of the power plant takes 100 employees, with
administrative resources shared with the
smelter. Grid and emergency agreements are in
place with the grid operator Kahramaa, and there
is a gas agreement with Qatar Petroleum.

Moving on to the 2010 incident, Mr Davison
described how in the early morning of 9th August
of thatyear,agrid systemdetected an earth fault
which lead to acomplete blackout of the Qatalum
facility. After three and a half hours the smelter
loading could commence. The long power outage
and unstable smelter however were reasons for
the resulting smelter freeze.

The effects on the power plant were significant.
The smelter ramp-up was stopped, and the
power group concentrated on rectification and
commissioning of the steam cycle. By the end of
August 2011 the power plant was handed back
over to the power group.

All clouds have silver linings, and several
improvements resulted. Several investigations
suggested improvements, such as two large
projects — 2nd ICT and 11kV modification.

There was also a cooling tower fire on 17th
March, 2012, resulting in a Rebuild, and new
fire protection implemented. Installation will be
complete this month, and fire protection to be
installed in Q3 2013.

Mr. Davison noted that the gas turbines
generators have demonstrated particular high
reliability since the CT fire and both steam
turbines successfully returned to service. A
strong focus on reliability and minimal downtime
has followed this incident, and a second has
supply pipeline has been commissioned.

Candid and reasoned throughout, Mr. Davison
went into detail on the shortcoming that had led
tobothincidents,and the measures thathadbeen
taken since. The 2010 blackout was a significant
hurdle to overcome and came at considerable
cost to the project. However the smelter and its
power plant are much stronger, more resilient
and with better redundancies built in as a result.
While not optimal, in retrospect many positives
can be taken, and the institutional memory will
stand the plant in good stead.
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Presentation by Oleg
Mukhamedshin, UC RUSAL
Deputy CEO, Strategy and
Business Development

Despite healthy growth in demand, with China
accounting for a substantial part of this, and
key consuming industries growing at a steady
pace, aluminium prices remain lower — well
below pre-crisis levels - and production costs
have risen considerably, an imbalance with
is not sustainable in the long term. This was
the message of Oleg Mukhamedshin, Deputy
CEO of UC RUSAL in Strategy and Business
Development, in his presentation to ARABAL on
Wednesday afternoon.

Aluminium consumption is set to grow at
approximately 7% CAGR over 2012-2015, but
global capacity excluding China is unprofitable
at the current aluminium price, depending on
premium level. This is driving restructuring in

the industry, as historically, production cuts
have supported the aluminium price. In the past,
a drop in capacity utilisation rate below 75%
of global production, or a drop of at least 7%
from preceding production levels, has generally
been followed by an aluminium price increase by
20-35%.

As aresult, since June 2011, all major producers
have executed production cuts of around 1.5
mtpa (more than 3.2% of global production)
to date. The current global aluminium capacity
utilization rate is holding at 82% of capacity,
as global producers have reacted to adverse
economic conditions by idling inefficient
production capacity.

As in many things in the new Chinese Century,
China is a wholly different case. China aluminium
stocks have increased 1.5 times since the
beginning of 2012, while the metal price on
SHFE declined by 5.3% to RMB 15,220 per ton
- making approximately 30% of Chinas capacity
unprofitable. China has been cutting production
throughout 2011 and 2012 year to date. At the
same time, however, 2 mt and 0.8 mt of new
capacities were commissioned in the Western
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region of China and Shandong respectively.
Power subsidies were also implemented in
central provinces to support loss-making
smelters.

A great portion of Chinese capacity has already
turned red, so to speak. China's operating
aluminium capacity reached 23.6 mt, a 15.7%
growth in Jan-Sep 2012, despite downward
pressure on SHFE price. State support to
the sector makes restructuring difficult, and
provides important evidence for assessing
growth in production in other markets.

Chinese Ministry of Industry and Information
Technology guidelines for the non-ferrous
metals industry for the 12th ‘Five-Year Plan’
outline:

1. Aims for aluminium demand growth of 8.6%
p.a.to 24mtpain 2015;

2. For smelting capacity to be capped “at the
level sufficient to meet domestic demand”;

3. Targets of industry consolidation, with 90%
of China’s smelting in 10 companies;

4. Targets of 800ktpa of inefficient capacities
earmarked for closure with the rest
of outdated capacity being subject to
modernization;

5. Encouraging of relocation of smelting to the
West, with no new smelting projects to be
approved in Central and Easternregions; and

6. Encouraging of the establishment of overseas
aluminium capacities.

What does this mean? The share of western
provinces in China’s aluminium production is
expected to increase from 51% in 2010 to
66% in 2015 - including -22% from Xinjiang
alone. China will actively replace outdated
capacities in the Central provinces with new
ones in the Western provinces, supplied with
cheaper electric power, and focus Central China
production on downstream opportunities.
However, the Chinese government persists with
its stockpiling scheme: an instrument of market
support with potential profit.

Inthe Gulf, the GCCis dominated by six smelters,
out of which five are currently operational.
In 2011, the smelters’ combined production
reached 3.5mt of aluminium, accounting for
7.7% of total global production.

Ma'aden, a sixth smelter in Saudi Arabia, will
produce its first metal in December 2012
while Emal's robust expansion is scheduled
for completion by 2014. As a result, the GCC
is poised to become a leading aluminium
production powerhouse with the expectation
that the region will contribute to over 8% of the
world’s aluminium production by 2015.

For the industry, the emergence of aluminium
smelting across the Gulf, driven by industrial
policy and supported by government-set gas
prices demand and imports into the region, is
a key factor behind soaring gas demand and
imports into the region. Yet lack of bauxite
reserves poses additional risks for GCC
producers.

Overall, argued Mr. Mukhamedshin, the GCC
aluminium industry will remain export-oriented
becoming an important source of primary
aluminium supply to consumers globally.
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