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Useful aggression
The major Russian producer of polyethylene and polymers «Kazanorgsintez» follows aggressive development strategy. The Company believes that the risk is compensated with the proﬁt that can be obtained
from start-up of new production facilities.

By their 50th anniversary
which is celebrated in July, current
year, «Kazanorgsintez» prepared a
gift for themselves: the Company
completes the ﬁrst stage of perspective Development Program
and announces the start of production of the products that are
revolutionary for Russian market.
General Director of the Company,
Mr. Leonid Alekhin is positive that
even after completion of the Development Program in 2008 modernization of the Plant and creation of
new products will continue.
At new capacities
– Leonid Stepanovich, implementation of «Kazanorgsintez»
development program ﬁrst stage
started in 2004. What did it provide to the Plant?
– Actually in 2004 only a start
for new construction was given
– design activities started then.
Construction of new plants – bisphenol-A and polycarbonate – initiated in August 2005; by that time
we started revamp of high pressure polyethylene production and
processing plant. What did we obtain? We already have a new product – bisphenol-A; the ﬁrst batch
was produced in October 2007
and now we have reached hundred percent capacities with good
quality. The latter is even higher
than the one set in license agreement. Not we but Licensor, Japan
Company Idemitsu Kosan Co. Ltd.
said so after analysis of the product. The market is already ready
to purchase this product. And by
August we will start production of
polycarbonate. Bisphenol-A production plant with capacity of 70
thousand tones per year will supply raw material to polycarbonate
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Leonid Alekhin was born in October 14, 1955 in Chapaevsk,
Kouibyshev (nowadays — Samara) region. He graduated from
Kouibyshevsk Polytechnical Institute and Kazan ChemicalTechnological Institute named after S.М. Kirov, his profession is
«Chemical technology of synthetic resin». He worked as director
of small-scale company «Polyfom-Termo» (Nizhnekamsk), director
of Nizhnekamsk JSC «TAIF» subsidiary - «TAIF-NK» (ELOU-AVT-7
Company), director of Nizhnekamsk «Tatneft-Nizhnekamsk» subsidiary, ﬁrst deputy general director – director for production JSC
«NNPZ» (Nizhnekamsk), director of polystyrene and gas condensate processing plant of JSC «Nizhnekamskneftekhim», and since
2003 he is general director of JSC «Kazanorgsintez».
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production facilities with capacity
of 65 thousand tones per year.
By the way, the attention is always concentrated on these two
new plants only. But, in addition
to that, we performed revamp and
reached new capacities at sewage
treatment facilities, performed revamp of phenol and acetone production.
– What about details?
– Phenol production capacity was 42 thousand of phenol
per year, now it is increased up
to 65 thousand tones per year.
In fact, phenol and acetone are
the ﬁrst products «Kazanorgsintez» obtained at the beginning of
their star-up in 1963. Revamp of
loading and unloading rack, storage and shipping workshops was
implemented.
Ethylene capacities are being
increased from 430 up to 640
thousand tones per year; and new
production facilities are being constructed simultaneously with operation of old ones. It is very difﬁcult.
The revamp with capacity increase
from 430 thousand tones to 640
thousand tones shall be complete
in current year. As for high density
polyethylene, the capacities increased from 197 thousand tones
per year to 510 thousand tones
per year with simultaneous production of new products. Industrial batches of bimodal high density
polyethylene of PE-100 grade and
linear low density polyethylene
were obtained for the ﬁrst time in
Russia. Two reactors with capacity
of 27.5 tones per year each were
started-up. We could start operation at these capacities but Licensor – American Company Univation Technologies is not ready
yet to provide us with required
amount of catalysts. Now they are
busy with forced construction of
production facilities and approximately from April, next year we will
receive the required amounts of
the catalysts.
– What do these projects provide?
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– Presently we not only sell the
products, but also process them
internally. As for sales, I would like
to give you an example. In 2003
sales amount of the Company
made about eight billion rubles,
as of results of 2007, the sales
made 21.5 billion rubles. Salaries
increased from seven thousand
rubles up to 20.5 thousand rubles.
This year we planned to increase
average salary up to one thousand
dollars, today it is even higher – in
March it made 25.7 -26.2 thousand rubles.
– The second stage of you
Company’s Development program will initiate this year and
will be complete in 2011. The
major shareholder of «Kazanorgsintez», Group of Companies
«TAIF» sets ambitious tasks – to
increase proceeds from 21.5 billion rubles to 100 billion rubles,
and proﬁt – from 3.5 billions
to 30 billion rubles. At what expense will those plans be implemented? Is production of new
products planned?
– We are already the major
Russian producer of polyethylene
with market share of 40 percent.
Considering the second stage of
development we will increase the
capacities up to 1.2 million tones
of ethylene and 1.1 million tones
of polyethylene. The next stage
implies construction of one more
new polyethylene grades production plant. There is nothing special
to say at the moment, we are busy
with working-over. Besides of development of a new process chain
we need to consider many other
factors. For example, for PVC production it is needed to calculate
market capacity, demand, cost
value of the product and if the
production will be environmentally safe. Development program
of «Kazanorgsintez» was born not
in 2004. The Company has been
moving towards it for 15 years, but
when «TAIF» came here they said:
bothered with talks, let’s construct.
May be some thing had to be done
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on the move. But within 3.5 years
we have constructed and startedup the production facilities. There
will be no such haste during the
second stage. That time the Plant
just stood too long at eight billions
of sales amount. Old production,
no new equipment and renovation
– everybody just tired of that. And
therefore a good kick was given.
– Will be there any «novelties»
except for bisphenol-A and polycarbonates?
– We are not a design institute
to constantly develop something
new. For example, in cooperation
with one of design institutes we
created a new product – butene-1.
It is usually produced in mixture
with alpha-oleﬁns. And we «tore»
it out from the chain. For polyethylene production we need a
monomer – butene or hexene.
Further we will develop production
of hexene-1 under new technology. World producers are already
rejecting butenes and transfer to
hexene. So, our revamp will continue even after 2011, and there
will be third, fourth and further
stages. It is quite another matter
that current Russian legislation
does not let us to develop.
– How is it showed up?
– Let’s have a look: bisphenolA plant is already in operation, but
we just received permission for
its construction. A huge amount
of time is spent for pre-design
preparation, project development.
Laws designated to maintain the
safety restrain development of
production. Eight months are required to implement the basic design, and then it should be sent for
approval to all authorities starting
from Rostekhnadzor and ending
with ecologists. Further having received approval for start of design
and construction, detailed design
shall be developed – another two
years. Than the detailed design
shall be again sent for examination and approval to all authorities,
it will take one more year. After that
equipment should be purchased
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– plus one or one and half more
years and construction should be
started – three more years. Within
that time our plans will be of no
use since the new ones will occur.
The team working here took the
responsibility and detailed design
and construction are implemented in parallel. These people settle
many issues; process engineers,
mechanical engineers lead the
project by themselves.
– At annual meeting of «Kazanorgsintez» Roustam Minnikhanov,
RT Prime Minister, noted that in
spite of all difﬁculties the year
was successful for the company.
What problems were at issue?
– The same ones – concerning
ethane supply from «Gazprom». It
is difﬁcult to call us monopolist
regarding ethane processing issue. We do not dictate «Gazprom»
whether we will consume their
ethane. That is «Gazpromwho can
supply ethane to us or not. But if
we have market economy in Russia, we should buy. A matter of
price is on the table. By the way
as a result of fulﬁlment of our projects our ethane consumption can
be increased by 280 thousand
tons per year. But our suppliers
are not ready for this yet. There
is a revamp at Minnibaevsk Gas
Processing Plant, but they do not
manage our pace. And we got less
amount of ethane from Orenburg
Gas Processing Plant by 5 tons
per hour since our capacities
weren’t enough for that time. But
we already have started-up a new
double-cell cracking furnace with
the capacity of 18 tons of ethylene
per hour per a cell. The works on
equipment erection of gas separation and compression section
continue. We will have to stop the
old furnaces and to produce more
ethylene using the new ones.
To process at home
– In Tatarstan a task to increase a volume of polymers
processed here up to 30 percent
was set by the government of the
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republic. And «Kazanorgsintez»
is appointed as one of the basic
companies. How will you comment this?
– One should appreciate that
we are appointed as a feedstock
supplier for further processing by
republican reprocessors and not
for creation of small-scale business companies. We have largecapacity production and our task
is to produce high-quality feedstock. It is easier for us to build
a plant than to establish a small
company.
We are ready to supply republican reprocessors our products
on priority terms. «Khimgrad»
technical area is under construction. There the companies able to
process our production will be located. And we will supply it them.
There are several advantages here
– feedstock is close, shipping cost
is paltry, and there is a warranty
consumer within the republic.
Now mechanical engineering develops in special economic area
«Alabuga». We can use our polymer production – polyethylene,
polycarbonate, – and «Nizhnekamskneftekhim» polystyrene, polypropylene and produce bumpers,
sittings, and sheeting. Besides
now we carry on negotiations with
several foreign compound producers to introduce this production
at «Kazanorgsintez». We should
move in this direction. What about
production of basins, ﬁlms and
pens – it is already in the past.
– Polyethylene produced by
«Kazanorgsintez» is actively processed into polyethylene pipes.
How does this activity develop?
– Novomoskovsk Pipe Plant
produces pipes from our bimodal
polyethylene of PE-100 grade.
«Kazanorgsintez» possesses 26
% of theirs shares. We cooperate
with the Far East and Armavir to
construct there new production
facilities. We act as a guarantor regarding feedstock supply. It
is expensive to transport pipes
from there. We should transport
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processed. We assist in selection
of pipe production line, advise on
construction, specialists training, and feedstock supply. If Baltic countries or Kazakhs have a
desire to build such plant, we will
collaborate too.
– Do you plan to increase feedstock supply for export?
– What for? What is export?
Earlier it was an original ballast in
order to send the excess of products and to earn some money. But
now prices in Russia are more attractive than they are abroad. For
us export is not end in itself. In
our republic 30 percent should be
processed. And if prices abroad
are lower and in Russia they are
higher, consumption is good, for
what the products should be sent
anywhere?
Having «TAIF»
behind their back
– Recently International Agency «Fitch Ratings» reduced longterm default rating and priority
unsecured rating of JSC «Kazanorgsintez» from «B» level up to
«B-» level and put them into Rating Watch list with «negative»
mark. The reason is Company’s
aggressive investment program,
which forces to its creditworthiness rates and at the same time
doesn’t make expected proﬁtability increase. Did you expect
this event?
– Of course, we did. We borrowed more money then we had
to. And that last year's discrepancy with «Gazprom» affected on
proﬁtability.
What are these covenants
(terms) which we violated? It is correlation of our proﬁt to those borrowings which we can attract. We
can attract more, the borrowings
are provided for us. We are slightly
short of our proﬁt. But at the same
time Bisphenol-A and Polycarbonates production plants were constructed, HDPE plant was commissioned, Phenol and acetone
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«Kazanorgsintez» is one of
the largest chemical companies of the Russian Federation. It produces over
40% of total Russian polyethylene and is one of its
major exporters. It also produces PE gas pipes, phenol,
acetone, cooling liquids,
chemicals for oil production
and natural gas dry out. Annually «Kazanorgsintez» produces more than one million
tones of chemical products.
The main shareholders are
«Telecom-management»
LLC (afﬁliate company of
JSC «TAIF»), 50,2% and JSC
«Svyazinvestneftekhim»,
26,64%.

production plants and treatment
facilities is working, Butene-1 unit
is put into operation, Ethylene
plant is getting ready to commissioning. We didn’t «eat through»
this money. New production plants
will be put into operation and return will begin. Now we cooperate
with creditors to increase the covenants. I suppose they will agree
with it. We do not delay coupon
payments not for a day or even a
minute. In 5-6 months out proﬁt
will be leaped up.
Formulating – «rating decreases because of «aggressive development policy» is advertising in fact.
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Our share cost has grown. Today it
is 17.32 rubles or about 70 cents.
And it was three cents when I came
to work here. Our proﬁtability and
proﬁt have grown, we pay for our
shares regularly and stably and
amount of dividends – 30 % of clear
proﬁt – is considerable. Demand
for JSC «Kazanorgsintez» shares
is constant. People buy shares of
companies which develop stably.
– You noted that the borrowings are provided for you. Do you
plan to use some new borrowing
forms?
– Bankers know how we work.
They give us their money and that
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is proﬁtable for them. First loans
were given for three years, then
for seven years and for 12. Before «Kazanorgsintez» did not take
loans at all and utilized its own
margin, small proﬁt, and so did
not develop. But now we are provided with loans without security.
We began to cooperate with Sberbank at ﬁrst, but now ABN AMRO
Bank, Gazprombank, Moscovskyi
Bank provide loans to us – that
are the gates for today. If we need
new forms of loans we will use
them. But we always have TAIF behind our back and it can invest its
money.
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