Selected Reading

A Global Dolphin Smile

A number of marine and protective coatings

manufacturers has teamed up under the helm of

"Transocean Coatings”. This Rotterdam-based

alliance has a global stretch, encompassing mem-

bership and production facilities around the world.

While the outlook for their markets is positive, raw

material prices are a challenge. Collaborative pur-

chasing, via the Association, is an option for them.

P> The past year has been a challenging environment
for paint manufacturers.

The marine market has been positive as market con-
ditions for vessel operators were good leading to queues
at new construction yards and an increase in main-
tenance projects too. Regarding vessel dry-dockings,
Chinese yards remain very popular although East-
European yards are coming up quite strong.

An interesting development was the news that Nor-

‘wegian shipowner Wilh. Wilhelmsen has acquired

the Unitor group as a step in their strategy to devel-
op their maritime services division to become a lead-
ing global player in the maritime services sector. A

clear example of backward integration in the supply
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chain but where will it end? Like the architectural mar-
ket, would we have a home-brand marine paint from
big ship owners? At present it does not seem very
likely as the selection and application of marine
paint systems is too complex but who knows what
the future may have in store.

The offshore and protective coatings market has
been dominated by the quest for energy sources by
many countries. Due to the current level of high oil
prices, oil and gas exploration projects that were not
economically viable in the past are now in full devel-

opment

Energy and raw material prices

However, the positive sentiment in the protective
market section had a down side for paint makers as
various raw materials such as solvents and resins are
derived from oil products and as such, price increas-
es of 30% for resins were no exception. Paint makers
are face two factors, as the demand for metals by
growing economies such as China have resulted in
an increase in metal prices, too. For instance, short-
age of steel supplies caused an increase in paint can
cost of approximately 20%.

Prices for zinc metal have increased 200% over

the last 3 years from 800 to 1,600 USD/MT on the Lon-



W Customers are willing to pay a premium

for coatings that can substantially lower their

overall maintenance cost #

don metal exchange. Zinc dust is an anticorrosive pig-
ment widely used in epoxy primers as well as silicate
primers. The effect on raw materiél cost for a stan-
dafd zinc-epoxy primer can be easily imagined if one
realises that typically 85% of the dried paint film is
zinc.

However, the increase in copper metal prices tops
all as over the last 3 years, copper metal has raised
on the London metal exchange from 1,500 USD/MT
to approximately 4,500 USD/MT, which is an increase
of 3000%.

This dramatic raise has had its effect on the prices
for cuprous oxide, the biocide of choice for all paint
makers when formulating tinfree antifoulings. Typi-
cal usage levels in antifoulings for ocean going ves-
sels are 40% by weight. \

The marine and protective coatings market is
competitive to such an extent that paint makers may
not always be in a position to completely pass on in-

creased raw material cost to their final customers.

Pressure on margins is the obvious result but it also
prompted paint companies to have a critical look on

cost structure and R&D strategy.

Addressing a challenge

Within the Association, member companies have
realised that on the purchase of raw materials, cost
reductions can be achieved if the collaboration on this
matter is intensified. It will be one of the more im-
portant challenges the Association has to face in the
coming year(s) and may not be an easy task to ac-
complish as all these independent manufacturers
active in the Association perhaps may have to adept
their current practices towards purchasing.

On R&D strategy it is clear for Transocean mem-
bers that at some point, on a formulation basis, cost
cannot be reduced without compromising on quali-
ty, which is something that is simply not an option
for the Association. What definitely is an option is to

introduce and to develop products that add value to
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operations of our customers such as for instance re-
ducing preparation cost by using surface tolerant coat-
ings. Customers are willing to pay a premium for coat-
ings that can substantially lower their overall main-
tenance cost.

This creates opportunities for R&tD departments who
are challenged to come up with new ideas but at the
same time have to keep a sharp eye on develop-
ments in legislation and raw material availability. Es-
pecially on the last item, the effects of REACH will

only become fully visible during the implementation.

Ability to change

Outsiders often wonder how it is possible that the
Transocean Association can compete in such a chal-
lenging environment.

On a operational level, our members always com-
pete with multinationals and here statements from
two members speak for itself. Qur progress in the
marine market is such that our extensive network is
used by some major players.

On a strategy level, the key to success is the abili-

ty of the Association to reinvent itself. Such process
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is often initiated by market conditions and reacted up-
on by a interactions of members and central office
where the latter acts as moderator of the process by
using push/pull mechanisms. However, the final
push and realisation of the reinvention can only oc-
cur when a sense of urgency is felt by members. On-
ly then is the necessary level of commitment
reached to execute the change.

In 2000, such a process resulted in the expansion
of our market activities from marine into offshore and
protective.

This strategy change has added value to our exist-
ing members which is demonstrated by winning
some major contracts in these markets such as the
3-year contract for maintenance of all onshore and
offshore facilities of Abu Dhabi based NDC (division
of ADNOC) by our member National Paints in UAE.

Another fact is that last year and compared to 2000,
the average sales per member has more than tripled.

The Association itself has grown in members too and
further expansion of its trademark, the smiling dol-
phin, to other countries such as Brazil, South-Africa

and the US is planned for.



Finally, since 1959 Transocean has kept the dol-

phin smiling and so it will be in the future.

Transocean Coatings:
Profile of an association

Since 1959, Transocean Coatings has been a
worldwide association of independent paint produc-
ers. The Association develops, manufactures and sells
coatings for ships, offshore installations, industrial fa-
cilities and yachts under the recognised 'smiling dol-
phin' trademark.

Each member has the exclusive right to manufac-
ture and market Transocean paintsin a designated ge-
ographical area. Currently, Transocean Coatings are
produced in more than 40 countries and subsequently
distributed to some 60 countries.

Transocean is a unique organisation and offers its
members the opportunity to compete on equal
terms with the majors in the paint industry. The map
shows the seat of membership and the respective lo-
gos of all member companies. (Note: Apco Coatings
is the business name comprising all south-pacific Asian
Paints operations including Fiji and various pacific

islands and Australia.)

A comment from Argentina: Platamar

Pinturas Platamar is an Argentinian company,
with more than 40 years of permanence and conti-
nuity in the marine market, producing and supplying
paints for different kinds of vessels. Since 1997,
when we became a Transocean member, Pinturas Plata-
mar has been growing together with Transocean Coat-
ings, representing the brand name in the marine, in-
dustrial, containers and yachting markets quite
successfully. ‘

Today, certified under 1SO 9001, Transocean Coat-
fngs is very well known in Argentina not only for the

excellent quality of its products, but also for the pro-

fessional technical service. T:}(was proved iy(d ry-dock

s
services, which increased sigdificantly byA 70k in com-.

parison with the year before. Take as an examplc

thatin 1997 we painted only a few ships, and by the
year 2005-we have painted well over hundred ships
in Argentinian dry-docks,

This is the result of an excellent technical assis-
tance service commencing right at the arrival of the
ship, up to its refloating

The combination of good quality and accessible
prices provided with an excellent tEanical servicé\h\as
also resulted in market leadership in\tkke container
repair market where we have become perman\eni\s\up-
pliers of very important companies. -~

Looking back on a successful year, and keeping the
leadership position, Transocean Coatings Argentina
has consolidated its top position in the marine mar-
ket. A remarkable development was the strong de-
mand for our products, by different shipowners. With-
out any doubts, 2005 has been the most successful
year for Transocean Coatings in Argentina, since Pin-
turas Platamar became member.

Javier Pinasco and Pablo Pinasco,

Directors Pinturas Platamar

A comment from India: Asian Paints

Asian paints association with Transocean Coatings
goes back by two decades when Transocean was
successfully launched in the South Pacific in 1985.The
range of products, the entire offer including the
marketing and the technical package has stood us in
good stead ever since we introduced Transocean i‘n
the south pacific as we have crossed interesting
milestones in the journey of the last few years.

We have used Transocean Coatings on big vessels,
small boats, for off shore applications and even in-
doors. We have used Transocean on big sto‘rage

tanks, on small planes, on yachts, and on potable wa-
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ter storage tanks. We have used Transocean coatings
extensively. We‘gall ourselves coatings expertsinnosmall
measure due to‘ what Transocean has to offer.

Our experience with Transocean has prompted us
to expand our association with Transocean to more

territories and geographies in the last few years.

| have no hesitation in recommending Transacean
[0 companies wmich want O make a mark on the
marine segment and sell coatings solutions:

Jogdish Acharya , Regional Vice President China

and South-Pacific operations , Asian Faints. 4

Transocean Coatings:
The membership

Argentina
Pinturas Platamar S.Ril
Alberti No. 351 - To Piso "8
1082 Buenos Aires, Argentina
Tel 54-11-4227 41 87

% 54-11-42.27 41.87

platamar@ transocean-coatings.com

Chile, Equador, Peru

eharain
NEIWIn

Willigms Chile SA,
Avda. La Divisa 0889

PO, Box 2766
‘-.;'-“-"_I" 1, Chile
[el 5B-2-854.30.00
Fax 56-2-854.23.30

sherwinwilliams@ transocean-coatings.com

Costa Rica, Cuba, El Salvador,
Florida, Guatamala, Honduras,
Nicaragua, Panama, Puerto Rico,
Mexico

Sur Quimica International S.A.
P.O. Box 234
1150 La Uruca
n José, Casta Rica
Tel 506-211.38.02
Fax 506-233.85.20

surguimica@transocean-coatings.com

Fiji, Papua New Guinea, Samoa,
Australia, New Zealand, Solomon Islands,
Tonga, Vanuatu, Bangladesh, Thailand,
Trinidad/Tobago, Barbados and Jamacia

Asian Paints (India) Ltd

BA Shantinagar, Santacruz East
Mumbai, 400 055 India

Tel +91-22-56958653

Fax +91-22-56958787

asianpaints@transocean-coatings.com

Egypt, Lebanon, Libya and Syria
Sipes International Paint Co

222 El Higaz Street, Heliopolis
Caira, Egypt

Tel 20-2-2419144

Fax 20-2-2421705

sipes@transocean-coatings.com

Greece

Lustralac SA

PO. Box 8

GR- 194 00 Korapi Attikis, Greece
lel 30-210-662.40.65

Fax 30-210-662.4530

lustralac@transocean-coatings.com



Iran

Pars Pamchal{Rangavar Co. Building
No.23, 2nd street, Bokharest Avenue.
Post Code: 15146, Tehran - Iran

Tel 98-21-882.59.33

Fax 98-21-883.99.17

pamchal @ transocean-coatings.com

Malaysia, Brunei

Kossan Paint (M) Son. Bhd

Lot 414, 5-3/¢ Batu, Jalan Kelang Kapar,
Mukim Kapar

42200 Daerah Klang

Selangar Darul Ehsan,

Tel B0-3-3250.25 85/86/67

Fax G0-d=3250.25.89

kossanpaint @ transocean-coatings.com

Philippines

Ireasure Island Industrial Corp

No: 2 3ed Avenue, 5. Osména Blvd
torth Beclamation Area, Cebu City
Tel 63-32-232.0613

Fa63-32-232.05:18

treasureisland@transocean-coatings.com

Turkey

Turkoy! Tic. San. Mom, Nak. Lid
Karamustala Pasa Sok,
Limanbahce Han No. 73(2
80030 Karakoy/lstan bl

Tel 90-212-251.84.47[48

Fax 90-212-243.63.12

turkoyl@transocean-coatings.com
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United Arab Emirates, Bahrein, Jordan,
Kuwait, Oman, Qatar, Palestine, Saudi-Arabia,
Kazakhstan and Kyrgyzstan,

Mational Paints Factories Co
P.0. Box 5822, Sharjah

lel 971-6-534.01.11

Fax 971-6-534.02.22

nationalpaints@transocean-coatings.com

A

Spain, Portugal 173 W

Hoberlo 5.4

Ctra, N-ll, km 706.5

17457 Riudellots de fa Selva, Girona, Spain
Phone 34-972-478 060

Fax +34-072-477.394

roberlo@transocean-coatings.com

Netherlands, Belgium, Luxembury
and Germany

Zandleven BY

PO Bax 131

B900 AL Létuwarden

Tel 31-58-212.9545

Fax-31-58-215 5596
zandleven @ transocean-coatings.com
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