





















































We offer tank container storage
for customers at our Friendswood
facility and both locations have
steam racks for heating tank
containers, which is needed
for high viscosity products.

A good example is a recent
enquiry from a customer which
required a large volume fill for a
major overseas EPC contract. 210
tank containers were needed to
be shipped overseas in a narrow
delivery window. We worked up
different options for the customer
with a leading tank container
supplier. The logistics were the
major challenge and tank containers
were the only viable option.

Third Coast Terminals also
offers transloading services and
therefore transfers material from
tank containers into rail cars
and product storage tanks (and
vice versa). This is normally for
Third Coast customers but there
may be direct involvement with
the tank container providers.

We also operate white rooms
for filling food grade and high
purity chemicals under the US
Food and Drug Administration’s
Current Good Manufacturing
Practice (CGMP) standards. We
therefore have to ensure that the
tank containers delivering products
are fully compliant for this high
specification safety-critical business.
Likewise, if we load food grade or
high purity materials from our bulk
storage tanks into tank containers,
we need to ensure that they
comply with CGMP standards.

LM: Can rail cars be transloaded
directly into tank containers?

GC: Yes, typically this takes 1Yz
hours and includes time for
analytical services. As we expand
our rail car capacity, we expect this
business to increase. We transload
various chemicals, including glycols,
polyisobutylene, linear alpha

olefins and food grade products.

LM: What are the unique
challenges of moving and storing
hazardous chemicals in the US?

GC: Hazardous chemical legislation
continues to develop globally.

In the US, we operate under

the requirements laid down by
OSHA (Occupational and Health
Administration) and the EPA
(Environmental Protection Agency).

Recently, the US incorporated the
GHS system (Globally Harmonized
System of Classification and
Labeling of Chemicals) and this
has involved a large amount
of work with our customers to
ensure all Safety Data Sheets
are up to date and compliant.

Likewise, the European Union’s
REACH legislation (Registration,
Evaluation, Authorisation and
Restriction of Chemicals) is
another piece of legislation
which has had to be managed.

These regulations are not
always consistent with each
other but we work to the highest
standard, including those laid
down by our customers.

LM: Chemical tanker arrivals at
the Port of Houston increased
by 9% in October, compared
with a year ago. What more
facilities could the Houston
chemical logistics hub offer?

GC: Third Coast is increasing

its offering to our customers by
expanding our contract reaction
manufacturing capabilities. This
includes investments in reactors
for pre-polymers, condensation
type reactions and related
chemistries. These compliment
our blending, storage, packaging,
warehousing, transloading and
filtration services and have been
very much customer-driven.

LM: Which well-known
customers do you serve?

Cover

Interview

MS: We do business with seven
of the top ten major global
petrochemical companies.

LM: What impact has US
shale developments had
on the company?

GC: US chemical industry sentiment
has changed dramatically over

the past six years as shale gas has
become a major game changer.
The investments which have

been announced are dramatic for
an industry which most people
believed had seen its best years.
The economics provided by shale
gas give the industry the ability to
once again be competitive globally.
This is good news for our customers
and, in turn, will benefit Third Coast
as we serve these customers.

Our business was inevitably
affected by customers who served
the oil and gas business with
raw materials, with their business
slowing after the fall in the oil
price. There's no doubt production-
related activity has softened.

However, our breadth of
customers and markets has meant
our own business continues to
grow and we have just built a
new warehouse to support the
continued growth in our business.

LM: What impact has $50-a-barrel
oil had on the company, in
terms of customer requests?

MS: Whilst we have seen some
of our oil and gas customers slow
down this year this hasn't really
impacted us too much as other
markets remain strong and we
have a diversified portfolio of
customers and their products.

Leslie McCune is an independent
expert on the global tank
container market (Im@
chemicalmanagement.co.uk)
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Regional

Focus

Flexibility the key to success

The North American chemical logistics
market has seen major changes in recent
years with the advent of fracking and
major legislation affecting rail freight
operations. Elaine Burridge reports

The North American chemical
industry has been transformed in
recent years by the development
of shale gas which has restored
the country’s competitiveness on
the global stage. The availability
of low-cost feedstock has boosted
chemical production and spawned
a multitude of investments

in petrochemical plants.

This boom has also boosted
business for chemical logistics
suppliers such as ChemLogix.

The Blue Bell, Pennsylvania-
headquartered company, part of
CLX Logistics, says the impact from
shale on its business has been
enormous as demand from shale
wells has consumed any available
tank containers and railcars.

Mike Challman, Vice President
of ChemLogix’ North American
operations, says there has been a
lot of challenges around transport
availability but, since the oil price
dropped earlier this year, much
of the pressure has faded. "A
number of our customers provide
various services to the shale
industry. Nobody is opening new
holes in the ground. Business has
slowed and will not pick up until
the oil price recovers and makes
it worthwhile again,” he says,
adding that the industry needs
to be ready to face the capacity
squeeze again once oil prices
rebound and demand returns.

Oil prices have more than halved
since 2014. The price of West Texas
Intermediate (WTI) crude oil has
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plummeted from around $100/
barrel in the first half of 2014 to the
low $40s/barrel in early November
2015. In September this year, global
bank Goldman Sachs lowered its
base case WTI oil price forecast for
2016 to $45/barrel from $57/barrel.

Suppliers to the shale wells
believe that until the crude price
rises above $60/barrel, the shale
sector will struggle financially. If
crude remains in the range $40-
60/barrel, there is likely to be
further industry contraction.

Notwithstanding the current shale
situation, the chemical logistics
market has performed well this year,
although not as good as in 2013
and 2014, according to Challman.
Although demand has continued
to improve year on year since the
economic downturn hit in 2008-
2009, there has been a flattening of
demand and activity in the second
half of this year. The growth is still
there, notes Challman, but not at
the pace of six to 12 months ago.

Key challenges emerge

The North American logistics
industry has faced several
challenges this year. Arguably the
hardest challenge was the labour
dispute at ports along the US
West Coast which lasted for nine
months until February this year.
These created a severe backlog
of freight. Challman explains that,
because supply chains are so
integrated, the impact was felt
across all of North America and
rumbled on for several months after

the dispute had officially ended.

Challman says some of the
pressure seen on the market earlier
this year relating to tank container
and transport capacity, and driver
availability, has abated. “Nine
months ago there was an enormous
amount of upward pressure on
rates and we were telling customers
to be very careful about how and
when they go to market. Now
there is an opportunity for people
to get access to the capacity
they need and not be overly
pressured on the rate side.

Current lower fuel prices too are
a significant benefit for trucking
firms, especially with diesel now
at historic lows. However, the
downside is that transportation
companies that relied on the fuel
levy as a revenue source are now
struggling financially because
they are receiving less money
from the surcharge. Some of the
strongest pressure is on long-
haul rates, Challman notes.

Rail deadline extended

One outstanding issue currently
hovering over the industry is
legislation relating to Positive Train
Control (PTC). Following a major
train crash in California in 2008,
lawmakers gave railroad operators
seven years to complete installation
of the safety system which monitors
speed and automatically slows the
trains if they approach curves too
quickly. Another accident occurred
in Philadelphia in May 2015.

However, although the rail
industry has been working to
implement PTC, only half or less
of all trains will be equipped
with the safety system by the
deadline of end 2015.

On 28 October, as the market
was getting increasingly nervous,
the US Senate approved a bill






Market

Focus

Success in the rear-view

In the mid-1960s, European engineers
developed a multimodal bulk transport

concept by grafting tank container designs

onto standard 20ft general purpose
shipping containers. Jaap Huigen reports

Some 50 years later, tank containers
have become the ‘packaging of
choice’ for bulk liquid producers
with a global fleet of over 440,000
TEU. The tank container’s modular
design characteristics have
facilitated low cost, assembly line
production and tank container-
based intermodal activity has
successfully penetrated the drum
and road tanker market.

What, however, are some of the
day-to-day issues in this large,
complex and geographically diverse
industry?

Some in the industry claim
commoditisation of the tank
container industry has reduced its
earnings potential. Others claim
that the enterprising spirit on which
the industry was founded has been
stifled by ever-tighter margins.
However, the operator market
leader, Stolt Tank Containers,
reported a respectable operating
profit of 12% in its latest quarter
and an EBITDA of over 9%.

Economic waste

What could be done to reassert
industry profitability? Innovation
and product development has
a role to play but is there too
much reliance on tank container
manufacturers for this? ‘Economic
waste’ reduction through
operational efficiencies is another
route to increased margins.

What are current examples of this
economic waste? Equipment might
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be one example - according to
estimates, 20,000 newly-built tank
containers are sitting in factories
and depots around the world.

A value of this inefficiency can
be calculated, assuming that the
average price of a tank container
between 2012 and 2015 was
$18,000. Discounting any economic
depreciation, given a cost of debt
of $577 per tank container and a
cost of equity of approximately
$305 and typical storage costs for
an idle tank container of $365 a
year, brings the total annual cost
to $1,247 per tank container. This
represents $24.9 million for the
world’s 20,000 idle tank containers.

This acts as an effective drag
on the industry’s profit potential
in several ways. The supply side
overhang depresses rates and
returns for all supply side players,
be they operators, lessors or service
companies. One view is that the
quid pro quo is that customers
enjoy margin gains at the expense
of the tank container sector.

Economic waste is also created
by inefficient tank container
designs, which may result in higher
maintenance costs than normal
and/or low utilisation rates. Is the
industry paying too much for spares
or spend on needless items due to
a lack of expertise?

Cost-driven commoditisation has

its limitation. Not all cargoes are
created equal and yet the majority

of tank containers are created
equal, in the form of the ‘one suit
fits all' T11 tank specification. The
T11 shell material is SANS 50028-7
stainless steel, which has chemical
and mechanical properties that

are consistent with both 316L

low carbon (<0.03%) DIN 17441
w1.4401 and the 316 stainless steel
specification.

The workhorse T11 tank container
carries thousands of different
hazardous and non-hazardous
cargoes, some of which cause shell
corrosion. Included in these are
petrochemical cargoes, which are
thought to make up approximately
50% of all movements.

But corrosion damage can be
reduced by widening the tank
container specifications of their
fleets to include more corrosion-
resistant shell material. In the
intensely competitive chemical
markets, manufacturers continued
to create value by developing new
and more complex products. Some
are highly reactive when in contact
with water or humidity. These
reactions can result in hydrogen
chloride gas, the precursor of
hydrochloric acid. Others products
contain trace elements of corrosives
like sulphur, sodium or sulphate
that are potentially harmful.

Shell corrosion is therefore
an industry issue which has an
economic cost. How can this cost
be estimated? Let us assume that
a tank container is depreciated
over 20 years and that the average
annual repair costs is $1,500 per
tank container. The repair costs
include all forms of corrosion
and associated work (such as
buffing, polishing, grinding and
welding). Let us further assume
that this results in 10 days of
non-utilisation a year and that the









Services

customer’s industry?

Industry threats can also be
identified earlier and actions
taken promptly by tank container
operator and chemical producer to
either neutralise or exploit them.

An increased awareness of
the chemical industry by the
tank container operators or
lessors increases their ability to
predict changes in the market,
creating opportunities to build
competitively-advantaged
positions ahead of merely
reactive competitors.

One tank container operator
is currently preparing to reduce
its exposure to the export - in
tank containers - of a specialty
benzene derivative from the
US, which has been a significant
product flow for the operator. Due
to its much-improved awareness
of the market dynamics of the
chemical industry, the tank
container operator has correctly
concluded that the product flow
it services is unsustainable.

More positively, the chemical
producer recognised the tank
container operator’s industry
knowledge and, as a result,
was confident enough to share
their alternative plans with the
operator (but not with the tank
container operator’s competitors,
who the chemical producer
viewed as being only driven by
‘responsive opportunism’).

The mutually-respectful dialogue
between the parties resulted in 530
tank containers being dedicated
to the chemical producer for a
new product in a new tradelane.

Training helps staff retention

Investing in chemical industry
training helps to make the activities
of many staff working with tank
container players more meaningful.

Last, but by no means least,

How much do you know?

So, as a tank container player, how much do you know at the moment
about your customers’ industry? Tankcontainer Magazine has put together
ten chemical industry-related questions that will indicate how well you
know your customers’ market. The questions will also be posted by Leslie
McCune on the Tank Container Operating’ and "Tank Container World’
groups on LinkedIn. In December, the answers will also be posted on
LinkedIn - some of them will surprise.

1. Organic specialty chemicals like MDI, TDI and acrylates come from

hydrocarbon oil and/or gas reserves. Which major, industrialised Asian
country - which has a strong chemical industry - has no oil and no gas

reserves?

2. Organic specialty chemicals are produced by refineries and
petrochemical crackers. Which three petrochemicals — which are the
building blocks of downstream value chains - are produced by a refinery?

3. Which two gases are mixed to make LPG (Liquefied Petroleum Gas)?
4. Do all ‘associated’ natural gases go into a petrochemical cracker?

5. Ethylene is often used as a proxy or benchmark for the chemical
industry. Polyethylene is ethylene’s biggest volume derivative. What is
the second biggest ethylene derivative product?

6. Where is the lowest-cost place to produce ethylene today?

7. Petrochemical crackers have a number of feedstocks, each of which
yields varying amounts of ethylene, propylene, butadiene, etc. If you only
wanted propylene, which feedstock would you crack?

8. Saudi Arabia has the largest proven reserves of crude oil in the world.
Based on its current extraction rate of 10.2 million barrels a day - and
assuming there is no change to its proven reserves - when does Saudi

Arabia run out of oil?

9. China’s petrochemical industry is increasingly based on coal, not least
because China has the largest proven reserves of coal in the world. Based
on its current extraction rate, when does China run out of coal?

10. In real (inflation-adjusted) terms, which was higher: oil at $39 a
barrel in 1979, or when it was at its highest-ever numerical peak price of
$147.30 a barrel on 11 July 20087

Struggling to answer? It may be time to consider a training course on the
rapidly-changing chemical industry, and what it means for tank container

opportunities.

there is the intangible benefit

of the increased commitment

that staff have to an employer

that invests in them. Ultimately,

this helps with staff retention,
workplace satisfaction and personal
motivation. Importantly, employees

respect the senior management
that approved the investment.

Leslie McCune is a global expert

on the chemical and tank container

industries. For training course ideas,
contact In@chemicalmanagement.

co.uk (+44 7783 042 664)
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Equipment

Cutting wear and tare

While much manufacturing is focused on
Asia and South Africa, some in Europe
are researching how to engineer lighter,

stronger and more thermally-efficient tank

containers, reports Katerina Kerr

In the Netherlands, Flax Field
Trading provides a range of
services for the tank transport
industry and has announced the
development of a tank container
which substitutes the stainless
steel tank with one manufactured
from composite material.

It is the result of a joint
effort between Flax Field and
Netherlands-based Composite
Production Technology (CPT),
which is manufacturing the
new tank container.

Flax Field is the technical partner
of China-based tank container
manufacturer Singamas. It
provided Singamas with a package
of technology services for the
establishment of its tank container
manufacturing business in 2006.

Flax Field does not offer tank
containers to the market under its
own brand but markets the tank
containers produced by Singamas.
It also trades used equipment that
is often traded in from clients in
exchange for new equipment.

The new tank container being
manufactured by CPT has been
branded under the name Tankwell
and features the substitution
of traditional materials by
fibre-reinforced plastics.

Such tank containers have
not been on the market for
very long. “To our knowledge
no-one has introduced such
a product on a large scale,
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whilst offering the benefits the
Tankwell product achieves,”
comments Damian Smith,
Director of Flax Field Europe.

“Composite road tanks have
been operating in the market
for some time and others have
attempted to use composite
materials in intermodal tanks
before, but for very specific
applications,” he explains.

The Tankwell tank is a
swapbody tank container that
is primarily, used in European
intermodal transportation.

“We have been exploring the
use of composite materials as a
replacement for stainless steel for
over six years,” explains Smith.

The concept uses patented
manufacturing processes and
unique production technology to
create a one-piece filament wound
fibre-reinforced tank container.

It has chosen to use a glass
reinforced vinyl ester resin as it
offers a large degree of chemical
resistance as well as being a
non-migratory material, making it

suitable for foodstuff transportation.

"All other materials used in
the manufacturing of the tank
containers are of a conventional
type creating benefits in that
traditional maintenance techniques
can be used and the availability of

spare parts is high,” explains Smith.

“When the new product is viewed
from the outside it cannot be

distinguished from a conventional
type of swapbody tank container
with the exception of the tare
weight, which to the trained eye
will raise questions as the number
is considerably lower than its
stainless steel counterpart.”

So far, there are two primary
benefits. Firstly, there is a tare
weight reduction of 30%, and,
secondly, a 40% improvement
on thermal performance from an
energy retention perspective.

The tare weight reduction
means the payload of a 31,000
litre unit can increase, where
permitted, to over 36,000 kg.

Smith notes that further benefits
could become apparent once
the product has been used
more extensively. These could
include cleaning capabilities in
comparison to stainless steel tanks.

“Our customers have been
searching for methods of
increasing payloads for some time
to be able to better serve their
clients,” says Smith. “Logistics
service providers will be able
to deliver a larger amount of
product in a single journey.

“This will offer benefits in terms
of the number of journeys, fuel
costs, emissions and energy
consumption and contribute to
reducing congestion on roads.”

The 40% improvement in thermal
performance is due to the thermal
conductivity characteristics of the
composite material and the method
of tank to frame attachment.

This significant reduction in
heat loss in turn lowers external
energy input but the time required
to alter the temperature of the
product in the tank increases.
It must be noted that heating
hazardous products in a composite















































