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The N a tio n a l Econom ic Counc il convened  an in te r-m in is te r ia l co m m itte e  to  e xp lo re  the 

fu tu re  o f th e  p e tro chem ica l in du stry  in Ha ifa  bay. The co m m itte e  w as led by the  N a tiona l 

E co no m ic  Counc il and in c luded  rep re sen ta t iv e s  o f th e  M in is tr ie s  o f ‘ E conom y, Energy, 

E n v ironm en ta l P ro te c tion , and F inance, and of th e  Israeli Land A u th o r ity  (REMI). W e  w ere  

asked to support the committee bv providing an economic analysis of 4 alternative solutions 
fo r th e  fu tu re  o f th e  Bazan com p lex:

A. R e ta in ing  Bazan in its cu rren t lo ca tio n  and co n fig u ra tio n

B. Rea llo ca tin g  Bazan to  a n on -u rban  lo ca tion

C. A p a rtia l shu tdow n  o f the  Bazan com p lex , w ith in  th e  sam e lo ca tio n

D. A fu ll sh u tdo w n  o f the  Bazan com p lex , u nde r d iffe ren t tim ing  scena r io s

O ver a pe r io d  o f 7 -w eeks we w o rked  w ith  the  va riou s s ta keho ld e rs  to  assess Bazan ’ s 

c o n tr ib u t io n  to  the  loca l energy  m a rke t and na tiona l and reg iona l e conom ies:

■ W e  assessed Bazan 's fu tu re  p ro f ita b ility  and  co n tr ib u t io n  to the  lo ca l e co no m y, leve rag ing  

o u r  Eu ropean  o u t lo o k  to r re fin ed  p rodu c t dem and  and re fin ing  m arg ins

• W e  e s tim a ted  the  im pact on prices, and requ ired  in ve s tm en t in im p o rt in fra s tru c tu re , 

re su ltin g  from  rep lac ing  Bazan s p ro d u c t io n  w ith  im po rts

« W e leveraged  ana lys is  from  the  ILA, M 0EP, and  in te rn a t io n a l b en chm a rk s  to  eva lu a te  the 

co sts  and  benefits  o f the  fo u r  a fo re m e n tio n e d  a lte rn a tiv e s

Tho rough  th is  study, w e  strived  to  p rov id e  th e  co m m itte e  w ith  an e co n o m ic  fa c t-b a se  to  he lp  

th e  co m m itte e  d e te rm in e  th e  op t im a l cou rse  of ac tion . A  de c is ion  on  th e  fu tu re  o f an 

o p e ra t io n  o f  th e  sca le o f Bazan Is a com p le x  one  tha t invo lves, am ongst o the r th ings, fin anc ia l 

co n s id e ra tio n s  a long s ide  en v iron m en ta l, u rban  p lann ing, and  e m p lo ym e n t co n ce rn s  It is a 

p o licy  dec is ion  th a t shou ld  be taken  by th e  gove rnm en t, tak ing  the  fu ll p ic tu re  in to  
co n s ide ra tion . W e  did no t add re ss  all a spects  re le van t to  the  co m m itte e  s dec is ion , and 

th e re fo re  d o  not p rov ide  re co m m end a tio n s  as part o f th is  study. W e  s in ce re ly  h ope  th a t the 

fo llo w ing  repo rt w ill ass ist th e  c o m m itte e  in m ak ing  th e  op t im a l d e c is io n  fo r th e  fu tu re  of 

Ha ifa  Bay.
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Executive summary

This re p o rt sum m arizes an asse ssm en t of th e  fu tu re  o f th e  p e tro chem ica l in d u s try  in Haifa 

co ndu cted  ove r 7 w eeks in M ay -Ju ne  2018 Our s tudy w as co nd u c te d  in su pp o rt of. and in 

conjunction with, the National Economic Council for presentation to the inter-ministerial 
co m m itte e  com posed  o f  rep re sen ta t iv e s  o f  th e  M in is tr ie s  o f  Econom y, Energy, E n v ironm en ta l 

P ro te c tio n , F inance, and the  Israeli Land A u th o r ity  (REMI), charged  w ith  e xam in in g  th e  fu tu re  

o f th e  p e tro chem ica l in du stry  in H a ifa  bay.

The study fo cu sed  on th e  Bazan com p lex , eva lua ting  its c o n tr ib u t io n  to th e  Israeli energy 

m arke t, and the  po ten tia l co sts  and bene fits  o f c lo s ing  th e  com p lex . W e  w o rked  w ith  the 

va riou s  stakeho lde rs , and  leve raged  ou r in te rn a t io n a l e xpe rien ce  and  benchm arks , to  deve lop  

an o u t lo o k  on:

• Bazan 's fu tu re  p ro f ita b ility  and co n tr ib u t io n  to  the  lo ca l e conom y, based  on  ou r Eu ropean  

o u t lo o k  fo r re fined  p rodu c t d em and  and re fin in g  m arg ins

• The im pac t on  lo ca l p rices o f re fined  p roducts , and  req u ired  in ve s tm en t in im po rt 

in fra s tru c tu re , re su ltin g  from  rep la c ing  Bazan 's p rod u c tio n  w ith  im p o rts

■ The expected  costs and b en e fits  o f 4 a lte rn a tiv e  scenarios

-  R e ta in ing  Bazan in its cu rre n t lo ca tio n  and  co n fig u ra tio n

-  Rea llo ca ting  Bazan to  a non -u rban  lo ca tio n

-  A  p a rt ia l sh u tdo w n  o f th e  Bazan com p lex , w ith in  th e  sam e lo ca tio n

-  A fu ll shu tdow n  o f the Bazan com p lex , unde r d if fe re n t tim ing  scena r io s

Th is ou t lo o k  is based on ou r best u nde rs tand ing  o f cu rren t and  e xpec ted  tre n d s  in the 

Eu ropean  and g lobal re fin in g  m arke ts, and  ana lys is  o f th e  loca l energy  m a rke t It shou ld  be 

n o ted  that:

■ O ur pe rspective  on Bazan p ro f ita b ility  is based upon an o u ts id e - in  ana lysis, leverag ing  

p u b lic ly  ava ilab le  data

י  D ata on em iss ion s  w as rece ived  from  the  M in is try  o f E n v iron m en ta l P ro te c tio n

• Data on land va lue  w as re ce ived  from  REMI, REMI is fu r th e r  re fin in g  th ese  e s tim a te s

• D ue  to  se cu rity  re s tr ic tion s , d a ta  on actua l a va ilab ility  o f re fin ed  p ro d u c t s to rage  capac ity  

w as n o t m ade a va ilab le

• Land rem ed ia tio n  costs, based  upon  an in te rn a t io n a l ben chm ark , m ay vary  w id e ly  based 

on s ite -spec if ic  e lem en ts , REM I is fu r th e r  re fin ing  th ese  e s tim a te s
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Due to  th ese  lim ita tio n s , we suggest th a t a fin a l dec is ion  shou ld  be m ade  on ce  d e ta ile d  land 

va lue , land rem ed ia tio n  costs, and  requ ired  sto rage  capa c ity  ana lyses are  c o m p le te d  by the 

re le van t stakeho lde rs .

A d d it io n a lly , to  assess the p o ten t ia l ups ide  o f a Bazan shu tdow n  w e used the  va lue  to 

g ove rn m en t from  se lling  th e  land fo r re s id en tia l d e ve lopm en t. Th is does no t cap tu re  the 

m ax im a l p o ten tia l va lue  o f a shu tdow n , w h ich  is like ly  to  in c lude  e x te rn a l b en e fits  such as 

reduced  em iss ibns, a cce le ra ted  d e v e lo p m e n t o f th e  Ha ifa  m e tro p o lis , in d ire c t in crea se  in land 

va lue  and m ore. These d iff icu lt to  qu an tify  benefits , m ay in crea se  th e  va lue  fro m  a po ten tia l 

shu tdow n .

1 Context

1.1 Bazan G ro up

Bazan G ro up  consists o f th e  o il re fin e ry , C a rm e l O le fin s, G ad iv  A rom a tic s , Ha ifa  Basic O ils (BO) 

and Ducor. This repo rt re fe rs  o n ly  to  the  G ro up  s a c tiv ity  in Israel, e x c lud ing  R o tte rd am  oased 

Ducor

Bazan o ccup ie s  a 526-acre  (2,130 dunam s) com p lex  in Ha ifa  Bay. It d ire c t ly  e m p l o y s ^ B B  

peop le  in Israel, and th e  M in is try  o f E conom y es tim a te s  th a t it g ene ra te s  a d d it io n a l in d ire c t 

e m p lo ym e n t o f ~5,400 em p lo yees . D uring  2015-2017  Bazan repo rted  an average  annua l p ro fit 

o f ILS ~ 7 5 0 M ,  w ith  th e  re fin e ry  and  C a rm e l g ene ra ting  th e  m a jo r ity  o f p r o f i t s f ^ H H H I B

A cco rd in g  to  the  M in is try  o f E n v ironm en ta l P ro te c tion , Bazan is re sp on s ib le  fo r  '2 5 -3 0 %  of ׳

N M V O C , NOx and SO? em iss io n s  in the  c ity  o f Ha ifa  Based on  e s tim a te s  from  th e  M in is try  o f 

En v ironm en ta l P ro te c tion  NOx and  502 em iss io n s  lead to  an annua l co st o f ILS ~ 87M /year. 

H ow eve r, o ve r the past decade  Bazan has in vested  '1 . 1 B ILS in e־ n v iro n m e n ta l com p liance , 

reduc ing  NOx (~50%) and SO? (~90%) em iss io n s  in recen t years

The re fin e ry  p rocesses im po rted  c ru d e  o il to  re fin ed  p roducts , p rodu c in g  severa l key p rodu cts  

LPG -  su pp lie d  to  the lo ca l Israeli and  PA m a rke ts  (re s id en tia l and in du str ia l co n su m p tio n ) 

Naphtha -  supp lied  p r im a ry  to  C a rm e l fo r  p o lym e r p rod u c tio n  

Gasoline -  supp lied  to  th e  loca l road  tra n spo rt m arke t 

Jet/k erosen e -  supp lied  to  th e  lo ca l av ia t ion  m arke t

Diesel -  su pp lie d  to  th e  loca l road  tra n spo rt m arke t and expo rted  to  Eu ropean  m arke ts
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Fuel oil -  p re d om in an tly  expo rted  to  the  Eu ropean  m arke t, w ith  som e  lo ca l su pp ly  to  the  

m a rin e  tran spo rt m arke t (bunker fuel)

Bitumen -  supp lied  to  th e  loca l co n s tru c tio n  industry. Bazan is th e  o n ly  B itum en  su pp lie r in 

Israel

In a d d it io n , Carm e l co n ve rts  n aph tha  and p rop y len e  in to  po lym ers, p rodu c in g  p o lyp ro p y le n e  

(PP) and low -den s ity  p o lye th y le n e  (LDPE) fo r the  lo ca l and  expo rt m arke ts. G ad iv 's  m a jo r 

p rodu c ts  a re  m ixed  xy lenes, to lu en e , pa ra -xy lene  and benzene , ou t o f w h ich  th e  f irs t tw o  are 

co n sum ed  loca lly . Basic O ils  p rod u ce s  a va r ie ty  of waxes, o ils  and lub rican ts .

1.2 The Israeli market

Refined products: There  are  tw o  re fin e r ie s  in Israel; Bazan, lo ca ted  in Ha ifa  Bay, is the la rger

d ^ m ^ m ^ m i ^ ^ m B B T h e tw 0  supp ly  m ost dem and
w ith  ad d it io n a l p roducts  sou rced  from  g loba l m arke ts  and im p o rte d  th rou g h  tw o  m ain  

fac ilit ie s; A  sm a ll energy  te rm in a l in Ha ifa  po rt and o ffsh o re  buoys in th e  EAPC te rm in a l o ff th e  

coast o f A shke lon . Israel is cu rre n t ly  a net im p o rte r o f LPG and  je t/ke ro sen e  and a ne t e xpo rte r 

o f d ie se l and  fue l oil.

Polymers: Carm e l is a m ajor supp lie r o f lo ca l p o lym e r d em and  (LDPE and P P ) , ^ H H I H B

A ro m a tic s :  G ad iv  is the  so le  loca l a rom a tic s  supp lie r as w e ll as a m a jo r e xpo rte r, w ith  lo ca l 

d em and  fo r on ly  tw o  o f its m a in  p rod u c ts  -  m ixed  xy lenes and  to luene.!

1.3 European refining outlook

The Israeli m arke t is s trong ly  in flu en ced  by the  Eu ropean  re fin ing  m arke t, be ing  th e  m ain  

im p o rt/e xp o rt m arke t fo r the  Israeli m arke t. The re fo re , ou r e s t im a te  o f B azan ’s fu tu re  

p ro f ita b ility  is de rived  from  ou r o u t lo o k  regard ing  the  Eu ropean  re fin in g  m arke t. W e  

d e ve lo p ed  tw o  Eu ropean  re fin ing  m arg in  scenarios:

A base scenario rep re sen t in g  ou r o u tlo o k  fo r th e  m a rke t U nde r th is  scen a r io  Eu ropean  

d em and  dec line s  by ~0.7% p.a. ove r 2020 -2040  due to  in creased  fue l e ff ic ie n cy  in in te rna l 

co m b u s tio n  eng ines and strong  p e n e tra t io n  o f EVs (30% o f passenge r flee t)
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A high scenario rep re sen ta t ive  o f a bu llish  re fin ing  ou tlook . U nde r th is  scen a r io  Eu ropean  

dem and  de c line s  by ~0.3% p.a. o ve r 2020-2040  due  to  lo w e r im p ro ve m e n t in fu e l e ffic ien cy  

and  w eake r EV p ene tra t ion  (20% o f passenger fleet).

2. Alternatives to Bazan

Bu ild ing  upon  ou r Bazan p ro f ita b ility  o u t lo o k  w e assessed 4 a lte rn a tiv e  so lu t io n s  fo r th e  fu tu re  

o f th e  Bazan com plex:

Retaining Bazan in its current location and configuration assum es co n t in u o u s  o p e ra t io n s  o f 

Bazan, genera ting  the  a fo rem en tio n ed  NPV, w ith  no land va lue  re lea sed  fo r d e ve lo p m e n t o f 

th e  Ha ifa  m e tropo lis .

Relocating Bazan to  a non-urban location, re leas ing  land  va lue  and  redu c in g  em iss ions, 

w ith o u t chang ing  Israel's energy  im p o rt ba lance. H ow eve r, based  on  in te rn a t io n a l 

ben chm arks , th e  cost o f b u ild ing  a new  re fin e ry  of s im ila r  size and  co n fig u ra t io n  is e s tim a ted  

a t o ve r 18B ILS. C on stru c tion  w o u ld  requ ire  a t least 7 years  w ith  th e  p lan t co m in g  o n lin e  no 

so o ne r than  2026. Based on ou r m a rke t o u t lo o k  such an in ve s tm en t w o u ld  gene ra te  a strong ly  

n ega tive  ROI (25-50%) ove r 2026-2040 , m aking  the re lo ca tio n  scena r io  e co no m ica lly  

una ttra c t ive .

A partial shutdow n of th e Bazan com plex can reduce  em iss io n  bu t w ill no t re le a se  land va lue  

w h ich  w ill rem a in  lo cked  w ith in  an op e ra tin g  re fin ing  com p lex.



shutdown of the Bazan complex, w ill re lease  7-20B ILS in land va lue  w h ile  redu c ing  em issions.

(0

( A W

As Carmel is the  key loca l polym er p roduce r, a ll loca l d em and  w o u ld  have to  sh ift to  im po rts

Based on in te rn a t io n a l da ta  and e xp e rt in te rv iew s 
po lym e rs  can like ly  be sou rced  from  East A s ian  m arke ts  a t c o m p e tit iv e  prices. H ow eve r, loca l 

p rodu ce rs  cu rren tly  paying a p rem iu m  fo r lo ca l p rod u c tio n  w ill have  to  rea lign  th e ir  supp ly  
cha in .

Active refining capacity is defined a s  tne expected unutilized capacity in active refineries it d o e s  not include capacity  in 
refinenes likely to be shut down in low dem an d  scenarios

M arkets ot geographic ano political re levance 10 tne Israeli marker
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m ^ G a d i v  s aromatics p rod u c tio n  is e xpo rted . Sm all sca le  loca l d em and  w o u ld  have to be 

sou rced  from  Eu ropean  m arke ts. As no loca l a rom a tic s  p rices are ava ilab le , w e w e re  no t ab le  

to  assess any po ten tia l change in prices.

2.2 Required import infrastructure

Assum ing  g loba l m arke ts  can supp ly  lo ca l d em and  at s im ila r p rices, w e  e va lu a ted  the  ab ility  

o f lo ca l im p o rt in fra s tru c tu re  to  suppo rt a substan tia l in crea se  in im po rts .
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2.3 Dismantling and rem ediation costs

Re leas ing  Bazan land fo r re s id en tia l d e ve lo p m en t req u ire s  a co m p le te  d ism an t lin g  o f the 

com p lex  and land rem ed ia tio n . To assess th is  cost, w e used  co st ben chm a rks  from  s im ila r

This p ro cess  is e xpected  to  take  ~10-years fo r fu ll rem ed ia tio n , h ow eve r, the  land  in the  bu ffe r 

zone  is n o t expected  to  requ ire  rem ed ia t io n  and  can like ly  be m a rke ted  at an e a r lie r  stage

The p rim a ry  qu an tif ia b le  b en e fit from  a Bazan shu tdo w n  is the  va lue  re lea sed  th rough  

m a rke t ing  th e  land fo r a lte rn a te  uses. O ur ana lys is  fo cu ses so le ly  on  the  d ire c t va lue  of 

re leased  land, in c lud ing  bo th  th e  Bazan com p le x  and the  su rround ing  b u ffe r zone  O u r ana lys is  

is based  on  the Israel Land A u th o r ity 's  (REMI) in it ia l e s t im a te  o f land  va lue , u tilized  fo r 

re s id en tia l d eve lopm en t. W e b u ilt  th re e  va lue  scenarios  based  on th e  figu res rece ived

Aggress ive  scenario  -  land va lue  o f ~20 B ILS (100,000 un its  at 200 ,000  ILS pe r unit)

Base scena r io  -  land va lue  o f " 1 3 .־ IB  ILS (75 ,000  un its at 175,000 ILS per unit)

C o nse rva tive  scenario  -  land va lue  o f ~7.5B ILS (50,000 un its  at 150 ,000  ILS pe r unit)

U n d e r all th ese  scenarios  land  va lue  rem a in s constan t o ve r tim e , based  on  th e  a ssum p tion  
th a t th e  in crease  m land  va lue  o ve r t im e  is at least as h igh as th e  g o ve rn m en t co st o f fund ing

These  e s tim a te s  are based on an in it ia l ana lys is , re la tin g  on ly  to re s id en t ia l d e ve lop m en t, the  

figu re s shou ld  be updated , w ith  rev ised  REM I figu res, on ce  m ade ava ilab le . A d d it io n a lly , th is 

e s t im a te  does  not re fle c t an in crea se  in va lue  o f ex isting  rea l esta te  d e v e lo p m e n t in Haifa, no r 

e x te rn a l b ene fits  from  reduced  em iss io n s  and  a cce le ra ted  m e tro p o lita n  d eve lopm en t.

ost isco m p le xe s ' ab road . Based on  th is  b en chm ark  the  to ta l sh u tdo w n  and 

e s tim a ted  at

As land rem ed ia tio n  costs vary w ide ly  b e tw een  sites, th is  f ig u re  shou ld  be

ve r if ie d  th rough  a de ta ile d  land su rvey

2.4 R eleased land value

(~3%)
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2.5 Im pact on tax revenues

A Bazan shu tdow n  w o u ld  have a nega tive  im pac t on g ove rn m en t revenue , due  to  th e  loss of 

ta xab le  in com e  gene ra ted  be Bazan 's  o p e ra tio n s  th rough  co rp o ra te  tax, lost in com e  tax, and 

th e  cost o f u nem p lo ym en t b en e fits  (assum ing  long te rm  loss o f 10% o f d ire c t em p loym en t). 

In a dd it io n , th e  m un ic ip a lit ie s  su rrou nd in g  th e  Bazan com p le x  -  Haifa, K irya t A ta , N eshe r and 

Zvu lun  -  w ou ld  expe rien ce  a sh o rt- te rm  loss o f ~ 60M  ILS pe r year in m un ic ip a l taxes (Arnona), 

un til th e  area  is redeve loped  and tax paym en ts  resum e.

2.6 Impact on GDP

W e es tim a ted  Bazan 's d ire c t im pac t on G D P  by a ccoun ting  fo r th e  p ro fits , co rp o ra te  taxes, 

m u n ic ip a lity  taxes (A rnona) and  w ages (assum ing  long te rm  loss o f 10% o f d ire c t em p lo ym en t) 

by B a z a n i ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ! ^ ^ ^ ■ ■ ■ ■ ■ ■ ! ! ^ ■

3. Shutdown under various timeframes

Leverag ing  these  ana lyses, w e e va lu a ted  Bazan 's im pact on  the  v a r io u s  p a ram e te rs  u nde r fou r 

a lte rn a te  scenarios:

Business as usual -  Bazan 's o p e ra t io n s  co n tin u e  in d e fin ite ly , a ll f ig u re s  a re  ca lcu la te d  until 

2040

Value optimized 2030 shutdown -  Bazan is c lo sed  in 2 0 3 0 ( H H H B I ^ I ^ H H i ^ ^ l B

M A R P O l optimized 2025 shutdown -  Bazan is c lo sed  in 2025

Immediate shutdown (2020) -  Bazan is c lo sed  as soon  as poss ib le

A ll 4  scena r io s  w ere  assessed w ith  and w ith o u t G ad iv  ope ra tion s , a ssum ing  a p o ten t ia l pa rtia l 
shu tdow n .

Each scena r io  w as assessed  by eva lu a ting  the  expected  im pac t on th e  fo llo w in g  pa ram eters:

Expected revenues from: land sa les, Bazan p ro fits , Bazan 's  c o rp o ra te  tax, n e t in com e  tax 

g ene ra ted  by Bazans, and a vo ided  gove rn m en t in ve s tm en ts  on re d u nd an t p ro je c ts

A ssu m in g  10% of w ages are not rep laced Dy alternative em ploym ent
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Expected costs of: Shu tdow n  and rem ed ia tio n , im p o rt in fra s tru c tu re , and  the  m ax im a l 

p o ten tia l co m pensa tio n  to  Bazan sh a reh o ld e rs  (based on  expected  N PV  o f p ro f its  at c losu re)

Socio-econom ic impact: Bazan 's c o n tr ib u t io n  to  GDP, em p lo ym e n t in th e  Ha ifa  area, 

m un ic ip a l tax revenues, and em iss io n s  in the  Ha ifa  area

A ll sh u tdo w n  scenarios, w ill re q u ire  a pe riod  of p repa ra t ion , co n s tru c tio n  o f im p o rt fa c ilit ie s , 

w ou ld  need  to  beg in a t least 4 years  b e fo re  shu tdow n , w ith  fu ll re m e d ia t io n  a ch ie ved  ~10 

years a fte r shu tdow n .





A d d it io n a lly , if  a dec is ion  is m ade to  shu tdo w n  Bazan, a d e ta ile d  a c tio n  p lan w ill be requ ired  

to  en su re  th a t all requ ired  im p o rt in fra s tru c tu re  is pu t in p lace  p r io r to  th e  shu tdow n , 

a llo ca tin g  su ff ic ie n t t im e  fo r bo th  co n s tru c tio n  and zon ing  and p e rm itt in g  p rocess. The cost 

and co m p le x ity  o f th is  p lan  can be redu ced  th rough  s tra teg ic  in it ia t iv e s  to  in crea se  EV and 

na tu ra l gas pen e tra t io n  in tran spo rt, dom estic  and  in du str ia l uses, p o ten t ia lly  decrea s ing  the 

q u an t ity  o f im p o rts  requ ired  in th e  fu tu re , decreas ing  requ ired  sto rage  needs.

Any  d ec is ion , as ide  from  m a in ta in ing  business as usua l, w ill re q u ire  ca re fu l p lann ing , 

co o rd in a t io n  and m anagem en t o f th e  s ign ifican t, large sca le  p rog ram  needed  to  fa c ilita te  a 

Bazan shu tdow n . W e be lieve  th a t th e  m agn itude  o f the cha llenge , and  the  p o ten t ia l va lue  it 

can crea te , ju s tif ie s  app roach in g  it in a s tra teg ic  and h o lis t ic  m anner
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1 Introduction

1.1 BAZAN  G RO U P

Bazan G ro up  consists o f th e  o il re fine ry , C a rm e l O le fins, G ad iv  A rom a tic s , Ha ifa  Basic O ils  (BO) 

and  Ducor. Th is repo rt re fe rs  on ly  to  th e  G ro u p 's  a c tiv ity  in Israel, e xc lud ing  R o tte rd am  based 

D ucor

Bazan o ccup ie s  a 526-acre  (2 ,130 dunam s) com p le x  in Ha ifa  Bay, co m m o n ly  re fe rred  to  as 

"Bazan co m p le x " It d ire c t ly  em p lo ys  ( ^ | ^ e o p l e  in Israel, th e  M in is try  o f Econom y 

e s tim a te s  th a t it generates a d d it io n a l in d ire c t em p lo ym en t o f ~5,400 em p lo yee s  Bazan 's 

average  annua l p ro fits  (net) b e tw een  the  years  2015-2017  w as ILS ~ 750M , w ith  th e  re fine ry  

and  C a rm e l genera ting  m ost o f  th e  p ro fits .

A cco rd in g  to  th e  M in is try  o f En v ironm en ta l P ro te c tion , Bazan is re sp on s ib le  fo r ~25% of 

N M V O C  em iss io n s  in th e  c ity  o f Haifa, in add it io n  to  ~32% of NOx and SO: em iss io n s  Based 

on  e s tim a te s  from  the  M in is try  o f En v ironm en ta l P ro te c tio n  NOx and S02 em iss io n s  lead to  an 

annua l co st o f ILS ~ 87M /yea r . H ow eve r, o ve r th e  past d ecade  Bazan has in vested  ~1.1B ILS in 

e n v iro n m en ta l com p liance , reduc ing  NOx (~50%) and S02 (~90%) em iss io n s  in re cen t years.

B a z a n  G ro u p  a m is s io n s  a s  s h a r e  of total 
e m is s io n s  in H aifa  city.

Ha ran t,1 o u i'
■  P1M) MJHotl- a  I’lOuiir,
M tianspo׳• Pa**- « u «״

"I i*n»t

o

E m is s io n s  from  B a z a n  G ro u p  
in Haifa

2009  10 11 1? 11 14 15 16 172016

Estim ated co s ts  ter NO* em iss ion s 27 651 ILS/torv S 0 2  em iss ion s 32 990 ILS/ton Based on 2017 data tor em issions 
NOx 1 388 tons/year S 0 2  314 tons/year
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The g roup  ope ra te s  as a go ing  conce rn , and has m ade substan tia ! in v e s tm en ts  in re cen t years:

A d d it io n a lly , both  Bazan and re le v an t g ove rn m en t agencies a re  p lann in g  new  investm ents:

(pc?>

>?(ו״ 0ז

•  Bazan is planning to  construct a n e w j m ^ r o g e n e r a t i o n  plant. The p lan t is p lanned  to  

be co n s tru c ted  in tw o  phases, th e  f irs t phase, is e s t im a ted  to  co s t o v e r f ^ ^ ^ n d  a llow  

Bazan to  decrease  d ep enden ce  on ex te rn a l pow e r supp ly. The second  phase, to  be 

co m p le te d  a t a la te r date, w ill g ene ra te  p o w e r fo r  supp ly  to  th e  grid , a llo w in g  Bazan to  

d ive rs ify  its revenue  stream s. Bazan 's  gene ra tion  license  requ ire s  co m m iss io n in g  by 2023

* G o ve rn m e n t agencies are p lann ing  tw o  m a jo r p ro jects a ssoc ia ted  w ith  Bazan:

-  The "Karkaot Hazafon" p ro je c t is in tended  to  re lease  high va lu e  sh o re fro n t rea l e sta te  

and  m in im ize  d is tu rb an ce  to  K irya t Ha im  by re lo ca ting  sh o re fro n t s to rage  tan ks ' to  the 

Bazan area. The p ro jec t is e xpected  to  take  ove r 4 years and cost 

R e lo ca tio n  o f th e  c rude  sto rage  e lem en t w ill not be req u ired  w ith o u t Bazan 

■ ■ h o w e v e r ,  the  rem a in in g  i^ t ,  assoc ia ted  w ith  d ism an tlin g  and  c lean ing  the 

K irya t Ha im  site, and po ss ib le  re co n s tru c t io n  o f re fin ed  p ro d u c t sto rage, w ill still be 

requ ired

-  The EAPC is planning to  relocate its H a ifa -A shdod  p ip e lin e  fro m  the  coasta l p la in  to  

H ighw ay 6 to  re lease  h igh va lue  land and reduce  p e r io d ic  m a in te nan ce  costs. The 

p ro jec t, e s tim a ted  to  c o s t f ^ m 0 w 1 l l  not be requ ired  w ith o u t Bazan

1.1.1 Overview of th e  refinery:

R epo rtin g  an average ne t p ro f it o f ILS 4 8 8 M  fo r the  years 2015-2017 , th e  re fin e ry  rep re sen ts

~60% o f Bazan 's p ro fits  m Israel (i.e., exc lud ing  Ducor) and  d ire c t ly  em p lo ys

The re fin e ry  p rocesses im po rted  cru de  o il to  re fin ed  p roduct, p rodu c in g  severa l key p roducts  

• LPG -  supp lied  to  th e  loca l Israeli and PA  m arke ts  (re s id en tia l and  in du s tr ia l co n su m p tio n )

Crude terminals in Kiryat Haim and "20 acres refined products terminal !ח Haita port
a

Includes only cost ot teourlding the terminal dism antlem ent will still be required
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■ Naphtha -  supp lied  p rim a ry  to  C a rm e l fo r  po lym e r p rodu c tio n

• Gasoline -  supp lied  to  the  lo ca l road  tra n sp o rt m arke t

■ Jet/k erosen e -  supp lied  to  th e  lo ca l a v ia t ion  m arket

• D ie se l -  supp lied  to  th e  lo ca l road  tran spo rt m arke t and expo rted  to  Eu ropean  m arke ts

• Fuel oil -  p red om in an tly  e xp o rte d  to  th e  Eu ropean  m arke t, w ith  som e  lo ca l supp ly  to  the

m a rin e  tran spo rt m arke t (bun ke r fuel)

• Bitumen -  supp lied  to  the  lo ca l co n s tru c tio n  industry . Bazan is th e  on ly  B itum en  supp lie r 

in Israel

1.1.2 Overview of Carmel:

R epo rtin g  an average ne t p ro f it o f ILS 2 39M  fo r the  years 2015-2017 , C a rm e l re p re sen ts  ־־35% 

Bazan 's p ro fits  in and d ire c t ly  e m p l o y s ^ B H H H H H H H H H I H H B

Carm e l p rocesses naph tha  and p ro p y le n e  in to  po lym ers, key p rodu c ts  being:

■ Polypropylene (PP): The w o r ld 's  se cond -m ost w ide ly  p rodu ced  syn th e tic  p lastic , re s istan t 

to  fa tigue  and used fo r p ip ing  system s, c lo th in g  and m ore

• Low density polyethylene (LDPE): First g rade  o f p o lye th y len e  w ith  good  f le x ib ility , used in 

p la s tic  bags, con ta in e rs , a g r icu ltu re  and m ore

^ ^ P > f  C a rm e l's  p rodu c tion  is su pp lie d  to  th e  loca l p la stic s  industry , w ith  th e  rest expo rted

to  nearby  m arkets. The m a jo r ity  o f C a rm e l's  feed sto ck  is p rov id ed  d ire c t ly  by th e  r e f in e r y ^ H

1.1.3 Overview of Gadiv:

R epo rt in g  an average ne t p ro fit o f  ILS 2 0M  fo r th e  years 2015-2017 , G ad iv  rep re sen ts  on ly  ~ 2 %

o f Bazan 's p ro fits  in and  d ire c t ly  e m p l o y s f B I I H H B H H H H H M H H I

G ad lv 's  m a jo r p roducts  are:

* Mixed xylenes: Pe tro chem ica l liqu id , used p r im a rily  as a raw  m a te r ia l fo r pa ra -xy lene

p rod u c tio n  (see be low ) and  an o rgan ic  so lven t fo r p a in t and p e s t ic id e  in du s tr ie s

■ Toluene: Pe tro chem ica l liqu id , used p r im a r ily  as a raw  m a te r ia l fo r p o lyu re th ane

p rod u c tio n  (used to  p rodu ce  foam  fo r In su la tion /coa ting ) as w e ll as fo r ben zene  and 

pa raxy lene

• Para-xylene: An im p o rta n t co m p o n e n t o f p o lye s te r (te x tile  in dustry ) and a raw  m ate ria l
b eve rage  packag ing
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■ Benzene : Basic ch em ica l fo r a va r ie ty  o f w ide ly  used  p rodu cts  (e.g., p o ly s ty ren e  foam , 

p o ly ca rb o na te  used in e le c tron ics , tra n spo rt and co n s tru c tion )

(OC?*
O u t o f  th ese  p roducts, on ly  m ixed  xy lenes and  to lu en e  are  consum ed  loca lly , w l t h ^ | ^ ) f  

G ad iv 's  p rod u c tio n  be ing  expo rted

G ad iv ׳ s a c tiv ity  is requ ired  fo r ga so line  b lend ing , p a rt icu la r ly  to r o p e ra t in g  th e  co n tinuou s  

ca ta ly t ic  re fo rm e r (CCR).

1.1.4 O v e rv ie w  o f  Bas ic  O ils

R epo rt ing  an average ne t p ro f it o f ILS 5M  fo r th e  years 2015-2017 , Basic O ils  re p re sen ts  1%“ ־

o f Bazan 's  p ro fits  in Israel and d ire c t ly  em p lo y^

BO p roduces  base o ils, p a ra ff in  w axes and spec ia lty  lubes. It has no  s ign ifican t 

in te rd ep end en c ie s  w ith  the  o th e r  fa c ilit ie s  in the Bazan com p le x  and  is n o t a substan tia l 

em itte r.
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1.2 THE ISRAELI REFINING M A R K ET

{ i k

1.2.1 Market structure

There  a re  tw o  lo ca l re fin e r ie s  in Israel:

■ Bazan -  lo ca ted  in Ha ifa  w ith  in s ta lled  capac ity  o f f l f l i ^ l

■ Paz Ashdod -  lo ca ted  in A shdo d  w ith  in s ta lled  capac ity  o f l

The tw o  re fin e r ie s  used to  be pa rt o f a s ing le  com pany , b u t w e re  sepa ra ted  to tw o  com pe ting  

e n t it ie s  in 2006.

W h ile  re fin e r ie s  p rov ide  m ost o f Israeli co n su m p tio n , a d d it io na l p rod u c ts  a re  sou rced  from  

g loba l m arke ts  and im po rted  th rough  tw o  m a in  fac ilities:

1.2.2 Refined products

Israel is a net im po rte r o f LPG and je t/ke ro sene  and net e xp o rte r o f d ie se l and  fue l o il. Bazan 

cu rre n t ly  supp lie s  m ost o f th e  lo ca l re fin ed  p rod u c t dem and . The fo llo w in g  list o u t lin e s  supp ly  

and d em and  fo r re fin ed  p rodu c ts  in th e  loca l m arket:

LPG: lo ca l dem and  o f  0.6 m tpa

י  Naphtha -  loca l d em and  o f 0 .7  m tpa

• G aso lin e - lo c a l  d em and  o f  3 m tp^

■ Jet/k erosen e -  lo ca l d em and  o f 1.3 m t p ^ |

■ Diesel -  lo ca l dem and  o f 2.8 m tpa

• Fuel oil -  loca l dem and  o f 0 .4  m tpa(
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1.2.3 The polym er and arom atics market

Carm e l is a m a jo r su pp lie r o f lo ca l p o lym e r dem and  (LDPE and PP), w ith  a m a rke t share  of

,oca I 

lo ca l d em and  is
• Polypropylene: (

dem and  o f  ~350 kT /year can be  fu lly  m e t by Carm el, h ow eve r, 

im po rted

Low polyethylene
Local d em and  o f  ~100 kT year can be fu lly  m e t by Ca rm e l, h o w e v e r ,^ ^ | ^ ) lo c a l dem and  

is im po rted

G ad iv  is th e  so le  lo ca l a rom a tic s  su pp lie r  as w e ll as a m a jo r expo rte r, w ith  lo ca l d em and  for 

on ly  tw o  o f its m ain  p rodu c ts  -  m ixed  xy lenes and to lu ene , m m m m p



1.3 D EVELO PM EN TS IN THE EU R O PEA N  REFINING M A R K ET

The Israeli m arke t is s trong ly  In fluenced  by th e  Eu ropean  re fin ing  m arke t, be ing  the  m ain 

im p o rt/e xp o rt m arket fo r the Israeli m arket. Eu ropean  dem and  fo r re fin ed  p rod u c ts  and 

re fin in g  m arg ins, are  assum ed to  la rge ly  d e te rm in e  the  re fin ing  m arg in s fo r Israeli re fin e r ie s  

To assess th e  a ttra c tiv ity  o f th e  Eu ropean  re fin in g  m arke t w e  fo re ca s ted  d em and  fo r re fined  

p rodu c ts  and  re fin ing  m arg ins u nde r tw o  scenarios:

■ A base scenario rep re sen ts  ou r o u t lo o k  fo r  the  m a rke t U nde r th is  scena rio  Eu ropean  

d em and  dec line s by ~0.7% p.a. o ve r 2020-2040  due to  in crea sed  fue l e ffic ie n cy  in in te rna l 

co m bustio n  eng ines and strong  p en e tra t io n  o f EVs (30% o f pa ssenge r fleet)

•  A high scenario rep re sen ta t iv e  o f a bu llish  re fin ing  ou tlook . U nde r th is  scena r io  Eu ropean  

d em and  dec lines by ~0.3% p.a. over 2020-2040  due to  lo w e r im p ro vem en t in fue l 

e ffic ie n cy  and w eake r EV p en e tra t io n  (20% o f passenger flee t)

U nde r bo th  scenarios, redu ced  d em and  lo w e rs  Eu ropean  re fin e ry  u t iliza t io n  by ~2022, w h ich  

co n t in u e s  to  decrease  th rough  2040, re su ltin g  in lo w e r re fin in g  m arg ins.

OECD Europarefinad product damand*
’ ,,ta

R4CP •.ASe

TOO

0
י \J V* V< 2>י4■< . : *u י I «׳ f  ?V ? ?  ?4  ? f 2011׳

The Eu ropean  m arke t seem s to  be p repa ring  fo r decrea sed  m arg in s by redu c in g  12% of 

capa c ity  (~11 m illio n  tons/yea r) o ve r th e  past decade, usua lly  by co nve rt in g  p rocess  un its to  

s to rage  te rm ina ls .
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European refinery clotures.

2008 Peaoplus Teesside
2009 TotarD1a* 1rk
2010 TouoGonfreviie lOrcher 

Conoco W ihem haver 
Aipecrwrv-Prtesl■

2011 Pet10ptm.-Re1crn.1an 
Tamo*1-CrenxwH 
Petropkfe Corytoo
She*Ha1t>unj‘
Uondet-Bene !Etaing
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D ecreas ing  m arg ins are  a lso re f le c te d  in M & A  va lua tion s, w ith  ~80% o f tra n sa c t io n s  c lo sed  at 

below 50% o f th e  cost o f co n s tru c ting  a new  re finery.

Transaction value

Share of deal* valued at abova new raftnary 
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See more OetaileO assumptions in the appendix
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2 Alternatives to Bazan

B u ild ing  upon  ou r Bazan p ro f ita b ility  o u t lo o k  w e assessed 4 a lte rn a tiv e  so lu t io n s  fo r th e  fu tu re  

o f th e  Bazan com plex:

A. Re ta in ing  Bazan in its cu rre n t lo ca tio n  and  co n fig u ra tio n

B. R ea llo ca tin g  Bazan to  a non -u rb an  lo ca tion

C. A  p a rtia l shu tdow n  o f the  Bazan com p lex , w ith in  th e  sam e lo ca tio n

D. A  fu ll shu tdow n  o f the  Bazan com p lex , u nde r d iffe re n t tim ing  scenario s

2 .1  SCENARIO B -  RELOCATION

To e s tim a te  the cost o f  b u ild ing  a new  re fin e ry  o f s im ila r s ize  and co n fig u ra tio n  we 

b en chm arked  co n s tru c tion  costs  o f s im ila r  fa c ilit ie s

Tak ing  in to  accoun t ben chm arks  o f  fa c ilit ie s  o f  s im ila r  co m p le x ity  as Bazan, b u ild in g  a re fin e ry  

o f th is  capa c ity  w ou ld  cost ILS ~188. In a dd it io n , in d ire c t costs (e.g. co n n e c t io n s  to  p ip e line s  

and  po rt fac ilit ie s) w ill fu rth e r in crease  costs

Bu ild ing  a new  re fin e ry  o f th is  sca le  and co m p le x ity  w ou ld  requ ire  at least 7 yea rs  to  com p le te , 

m ean ing  it w o u ld  com e  on lin e  in 2026  at the  ea r lie s t U nde r both  th e  base and  h igh dem and  

scena r io s  such  an in vestm en t w o u ld  g enera te  a negative  ROI ove r 2026 -2040  ( 5 0 % - '  and ׳

25% respective ly ), m ak ing  the  re lo ca t io n  scenario  e co no m ica lly  u na ttra c t ive . Eu ropean  

re fin in g  m arg in s in 2026-2040 , u nd e r the  base case, suggest a nega tive  ROI o f 48%  Looking .־

so le ly  a t e co no m ic  cons ide ra tion s , a re lo ca tio n  o f Bazan scena r io  is u n favo rab le .

2 .2  SCENARIO C - PARTIAL SHUTDOWNS

As re lo ca t io n  o f Bazan seem s e co no m ica lly  un favo rab le , we e va lu a te d  p a rt ia l shu tdow n  

scena r io s  as a m idd le -g round  be tw een  business as usua l and  a co m p le te  shu tdow n . A partia l 

re lo ca tio n  can co n tr ib u te  to  em iss io n  redu c tio n s . H ow eve r, it canno t g ene ra te  any va lue  from  

re leased  land , w h ich  w ill rem a in  lo cked  w ith in  an ope ra tin g  re fin ing  com p lex.

To id en tify  p a rtia l c lo su re  p o ten tia l, w e  co m p a red  p lan ts ' c o n tr ib u t io n  to  G ro u p  p ro f its  ve rsus 

th e ir  share  o f to ta l g roup  em iss ions.
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2.2.1 Shutting down Carmel

C a rm e l rep resen ts  a s ign if ican t share  o f th e  G ro up 's  p ro f its  and is th e  la rgest ben zene  e m itte r 

Shu ttin g  dow n  Carm e l w o u ld  redu ce  em iss ions, w ith  th e  m ost s ign if ican t changes be ing  a 34% 

redu c tio n  in benzene  em iss io n s  and a 26% redu c tio n  in N 0 x /N 0 2  em iss ions.

H ow eve r, on  th e  cost side, a C a rm e l shu tdo w n  w ou ld  redu ce  p ro f its  by

2.2.2 Shutting down Gadiv

G ad iv  is th e  la rgest a rom a tic s  e m itte r  w h ile  rep re sen t in g  on ly  a sm a ll share  o f the  G ro up 's  

p ro fits . S hu ttin g -dow n  the  fa c ility  w o u ld  redu ce  ben zene  em iss io n s  by  27%, to lu en e  em iss ion s  

by 46%, and xy lene  em iss io n s  by 76%
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H ow ever, on  th e  co st side, a G ad iv  sh u tdo w n  w o u ld  reduce  p ro fits  by

cow

2 .3  SCENARIO D - FULL SHUTDOWN OF THE BAZAN CO M PLEX

2.3.1 Replacing Bazan's supply in a full shutdow n scenario

2.3.1.1 M e e t in g  loca l dem and  -  supp ly  and im pact on p rices

In the  case o f a Bazan shu t dow n  its supp ly  to  th e  loca l m a rke t w ill have to  be rep la ced  by 

im po rts , w ith  a m arg ina l capac ity  in crease  in A shdod  (increased  u t iliza t io n  o f ex isting  

p rod u c tio n  units).

Refined products

Required imports

C o 'fr O

LPG:

— Demand: U nder th e  2030 base case,

— Relevant markets: In 2030, th e  USA, Russia  and Kazakhstan  are  expec ted  to  be m ajo r 

n e t e xpo rt m arke ts  o f LPG N o rw ay  and G reece , in c lo se r p ro x im ity , w ill lik e ly  be net

Million tpns per annum

Sucri a smtt will require investment in T & D  ana inoustna! equipment !e g furnaces Dum ers etc 

-  25-30% accounts for consumption oy the Palestin ian Authority
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e xpo rte rs  as w e ll. These co un tr ie s  are  expected  to  have excess supp ly  o f ~105 m tpa, 

ou t o f w h ich  Israeli im po rts  w o u ld  rep re sen t ~0.6%

N aphtha  

-  Demand:

th e  Israeli m arke t w ill b e co m e  a ne t n aph th a  e xpo rte r

G aso line :

-  Demand: U nde r the  base case
im p o rts  w ill ~1.5 m Tpa

-  Relevant markets: In 2030, th e  US, Italy, South  Korea, Spa in , G reece , and  Turkey are 

e xpec ted  to  have excess supp ly  o f ~52 mTpa, ou t o f w h ich  Israeli im p o rts  w ou ld  

rep re sen t ~2.8%

Je t/ke rosene :

wios

-  U nde r the  base
requ ired  im po rts  w ill ~1.4 mTpa

-  Relevant markets: In 2030, th e  US, Ch ina, South  Korea and India are expec ted  to  be 

m a jo r ne t expo rt m arke ts  o f gaso line  w ith  excess supp ly  o f ~79 m Tpa, o u t o f w h ich  

Israeli im po rts  w o u ld  re p re sen t ~1.8%

י  Diesel:

-  U nde r the  base

m m ^ l ^ m P r e q u i r e d  im po rts  w ill ~1.5 m Tpa

-  Relevant markets: By 2030, th e  US, Russia and Ch ina  are  e xpe c ted  to  be m ajor net 

e xpo rt m arke ts o f gaso line . N e th e r la n d s  and G reece , in c lo se r p ro x im ity , w ill like ly  be 

ne t e xpo rte rs  as w e ll. These co un tr ie s  a re  expected  to  have excess supp ly  o f ~165 mTpa, 
ou t o f w h ich  Israeli im p o rts  w ou ld  rep re sen t ~0.8%

Fuel oil:

-  Demand: U nde r th e  2030  base cas^j

(m a in ta in  Israe l's p o s it io n  as a net
e xpo rte r

B itum en:

— Demand: Dem and  fo r  b itum en  is e xpe c ted  to  rem a in  stab le  t ill 2 O 3 ( f H M ^ ^ ^ 0 ln  
case o f shu tdow n  an a lte rn a t iv e  sou rce  o f loca l p rodu c tio n  w ill have to  be genera ted , 
as B itum en  im po rtin g  is co m p le x  and co s tly  (de ta ils  fo llow )
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LPG prices

The p rice  d e lta  be tw een  im po rted  and lo ca lly  p rodu ced  LPG is ־' f lU lL S / t o n  o f lo ca l d ischa rge  

and  sto rage  fees. W e  eva lua ted  the  im pac t th is  w o u ld  have on  co n su m e r p rices by ca lcu la ting  

th e  e ffe c tiv e  (w e igh ted) p rice  o f LPG.

Bitumen

Im porting  b itum en  is no t p ractica l due  to  co m p le x  and co s tly  im p o rt costs, like ly  dou b lin g  the 

landed  co st per ton . To rep lace  Bazan 's  p rodu c tion , a s tanda lone  b itu m en  p lan t w ill have to 

be co n s tru c ted . A  p lan t capab le  o f m ee ting  loca l d em and , w o u ld  req u ire  a fue l o il fe ed s to ck  

o f ~300kT/year, and is e xpected  to  cost ILS '1 0 5 ׳ M -1 7 5 M  Such a p lan t has a sm a ll physica l 
fo o tp r in t, requ ir in g  200 -300  Sq.m

Based on reported cape* costs and M&A costs front 5 tecent pro!ects for M&A deals construction cost assum es 
200% premium over M&A value
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A  b itum en  p la n t can be co n s tru c ted  in e ith e r o f th e  fo llo w in g  lo ca tions.

י  The A sh d o d  re f in e ry  w ou ld  be the  s im p le s t s o l u t i o n ^ ^ m m

The coastal power plants have ava ilab le  fue l o il in fra s tru c tu re  a llo w in g  d ire c t im p o rts  from  

tanke rs  and  w ou ld  a llo w  lo ca tin g  the  b itum en  p lan t w ith in  an e x ist in g  in du s tr ia l zone

The p lan t can a lso be co n s tru c te d  in th e  Negev, like ly  p ro v id ing  easy zon ing  and 

p e rm itt ing . U nder th is  scenario , fue l o il w o u ld  have to  be tru cked  from  A shdod , add ing  

tra n sp o rt costs o f  ~42ILS/ton '

P o lym e rs  and  a rom a tic s  

Required imports

Local d em and  fo r po lym ers  p rodu ced  by C a rm e l and  a rom a tic s  p ro d u ced  by G ad iv  w ill have

Using  the  ICIS Supp ly and D em and  da tabase  w e expect d em and  fo r  th e  p o lym e rs  to  reach 

600kT /yea r (~80% PP and ~20% LDPE) and a rom a tic s  to  0 .35kT /yea r (~60% m ixed  xy lenes and 

~40% to lu ene ) by 2030

W e  assessed  expected  a va ilab le  excess supp ly  fo r  2030  in g loba l m arke ts. As p o lym e r tran spo rt 

is re la t iv e ly  cheap we a ssum e th a t pu rchase  p rices, ra th e r than  geog raphy, w ill be th e  dec id ing  

fac to r. Based on expected  excess supp ly  th e  USA, S. Korea, Tha iland  and  S ingapo re  are th e  like ly  

sou rce s  o f im po rt. Israeli im p o rts  w o u ld  rep re sen t ~5% o f expected  excess supp ly  in these  

coun trie s .

A s tra n spo rt costs are  s ign if ican tly  h ighe r fo r a rom a tic s , we p r io r it iz e d  m a rke ts  based on 
g eog raph ica l p rox im ity . U nde r th e se  pa ram e te rs , the  p r im a ry  sou rce  o f im p o rts  w o u ld  like ly  be 

in th e  Eu ropean  m arke t (e.g., G e rm any , Spa in , Serbia, Po rtuga l and  the  N e the rlands). Israeli 
im p o rts  w o u ld  rep re sen t less th an  1% o f expected  excess supp ly.

In te rm s  o f  im po rt in fra s tru ctu re , p o lym e rs  a re  im po rted  in co n ta in e rs , n o t re qu ir in g  d ed ica ted  

im p o rt fa c ilit ie s  and th e  low  vo lu m es  o f a rom a tic s  cou ld  like ly  be im p o rte d  th rough  th e  ex isting  

ch em ica l te rm in a ls  in th e  Ports o f Ha ifa  and Ashdod.

Large tanner trucks with a capacity of 33 . 7  k l  (-318 ton,, costs are tor a 100km tnp. not including loading ־truck 
loading tees
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Impact on prices

To e va lu a te  the  p rice  im pact on  the  p o lym e rs  and a rom atics . w e  used th e  average  im p o rt price, 

e xc lud ing  ou tlie rs , based on the  cu s tom s tax da tabase as the (מכס)   d o m es t ic  p rice . There  is no 

ava ilab le  da ta  to  d e te rm in e  th e  d o m e s t ic  p rice  o f a rom a tics , how eve r, low  q u an tit ie s  suggest 

th a t any change  w ill no t g ene ra te  a s ign if ican t e co no m ic  im pact

To d e te rm in e  im po rt prices, w e  added  the  p rice  of a cqu is it io n  from  like ly  sou rce s  o f im po rt, 

and  th e  co st o f  tran spo rt co st to  Israel:

* P o lym e rs : the  a cqu is it io n  p rice  is based on the  average  FOB p r ice  in S. Korea, S ingapore,

and  Tha iland ' . T ran spo rt co st re fle c t s tanda rd  co n ta in e r costs from  Asia  to  Israel, no

s ign if ican t loca l log istics co st a re  to  be expected .

■ A ro m a tic s :  th e  a cqu is it io n  p rice  is based  on  th e  average  FOB p rice  in G e rm any  and the

N e the rlands . T ranspo rt co st re fle c ts  ch em ica l tan ke r costs  from  the  port o f  A n tw e rp  to  

Israel and  loca l log istics co st are  ari e s t im a te  o f loca l bu lk  ch em ica l un load ing .

ITC trade map pnces
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