INTRODUCTION: 
MR. TOLMAN


Our next speaker is Mr. Charles O. Holliday Jr., Chairman and Chief Executive Officer of DuPont.  He is the eighteenth executive to lead the company in more than two hundred years of DuPont history.  He’s been with the company for more than thirty years.


Under Mr. Holliday’s direction, DuPont established the mission to achieve sustainable growth, increasing shareholder and societal value, while decreasing the company’s environmental footprint.


DuPont has significant investments in the energy sector and just last week announced a very exciting partnership with the Broin Company, to take the next steps needed to bring cost-effective ethanol derived from corn stover to market.  This is an excellent example of the new developments and the innovations that are sweeping this industry.  Please welcome Mr. Charles Holliday.

ENGINEERING SUSTAINABLE GROWTH

THROUGH SCIENCE

MR. CHARLES O. HOLLIDAY JR.


Good Morning.  I thought that was a fantastic presentation that I’m going to have a chance to follow. 
What I want to share with you, is how one company DuPont, has taken those exact concepts you looked at, put it in the context of having to deliver results every quarter, and making a difference for us as we go on.  I’ll do that in three steps.  


First, I’ll describe kind of who we are.  What our goals are, and the specific steps we’re taking around bio-based materials and biofuels, to fit in very much with the last presentation.


A lot of people have known DuPont.  We’ve been around for a couple hundred years.  But clearly today we’re focused on sustainable solutions and we use science, which is not just chemistry, not just biotechnology, but a combination of things that we think can solve the problems we’re dealing with as a world today.


About seven years ago, we took the research we had been doing in biotechnology, and we said, "If we combine that with good old chemical engineering, what do we think might be possible in a whole new family of products?”  And the idea was to put us on a new growth curve that you see pictured on this chart.  And we believe we’re doing that and I believe it fits exactly with the purpose of this conference and I’ll describe that for you.  


The three fundamental strategies around that growth curve, putting the science to work; being sure we’re focused on needs of customers today; bringing the power of one company and going where the growth is.  What I’m focused on today is, going where the growth is down the value chain, seeing needs around sustainability and fuels that haven’t been solved before with traditional techniques.  And that’s what we see as a very practical thing today with products for the marketplace.


We go at that in five major groupings of businesses, but we take biotechnology and we do not make it a separate business.  And that is a key point and advice I would have for other companies that would follow in this direction.  If we put it in any one business, we believe we would limit its capability.  So, biotechnology or bio-based materials in our term, feeds all five of our major platforms, all the way from electronics, to automotive, to the others you see on the screen.  And we think that’s very important to get the full potential out of the technology.


To give you a sense of the scope of our company; over 5,000 engineers and scientists with a 1.7 billion dollar technology spend and 25 major research centers, around the world.  We find distributing our research is very important, particularly in this area, because the feed stocks that are available for these processes in Brazil are quite different than they would be in the U.S. or they might be in Europe.


We’ve established some clear goals we’re working against for 2015.  I won’t take you through all the details, but they are setting the agenda for the research we’re doing and the programs that we’re putting forward.


The first one is doubling our R & D in these areas around biotech.  And that’s going from about 200 million today, to about 400 million.  We’re doing that not because it’s just the right thing to do, but because we’re actually convinced it’s going to get great returns for our shareholders, and perhaps it will be even more than the 400 million this would come up with.


The second goal you see on this chart is around the products that we create.  At least 2 billion dollars in revenue of products that can help our customers improve the energy efficiency or reduce the admissions of their products, which fits exactly in line with what we’re talking about today.


Our own revenues today are a little less than 4 billion dollars from renewable resources.  Our objective by 2015 is to have 8 billion dollars by that.  

And the last objective on this chart I’ll share with you today is around safety.  Our commitment is to have over a thousand new products that impact the safety of people in the world.  Just to give you a couple of examples that you may not think about from us, we have a food testing system called "Qualicon," which we think can make a big difference as food supplies are stressed in places to assure the quality.  And we have a disinfectant that works great against the Avian Flu, which we hope we’ll never need to use, but it’s available to support, -- now working with the United Nations; 69 nations in the world, to be supportive in that area.


We have been very successful applying these techniques to reducing our own greenhouse gas emissions.  We set a goal of a 65 percent absolute reduction, without sale of businesses, by the year 2010.  We’re very proud that in 2004, we accomplished a 72 percent reduction.  We announced just yesterday, a new goal for 2015, extending where we are today.  


So, what we’ve seen is by process re-engineering, using the best available technology, there are clearly ways you can make a difference in this and still have good returns for your shareholders.  Now, let me move to specifically what we’re doing, in the context I’ve described around bio-based materials and biofuels.  

This is a generic chart, which will frame what I am going to talk about.  But if you look at the five blocks at the top, I think people in this room, are very much aware, we work all the way from the agricultural inputs, the seed, the chemicals to protect the crops, all the way to the biofuels and biochemicals out the other end.  So, what I will describe for you now is some of the key things we’re doing in the cellulose area around ethanol.  


We’ve been doing fundamental research in this area for seven years, for the last three and a half years working with grants from the Department of Energy and a consortium of companies, including John Deere, who was on, just this morning.  We’ve been able to perfect what we call the "Integrated corn bio-refiner".  And we’re very pleased with the announcement last week that we will partner with Broin to speed the implementation of this.  


As I meet with our scientists and I ask them about probability of success, and they say, "You can put this one in the bank".  And I am extremely encouraged, because this is the same team that’s been very successful in some of the other accomplishments we’ll talk about in the future.


In very simple terms, when we’re successful of taking the corn stover and making the conversion into ethanol, we can double ethanol production per acre.  If you look at what my previous speaker just talked about on what’s possible ethanol, just think about the potential of doubling ethanol production per acre.  And of course, we’re not limited to the acres that are currently going into ethanol for our feed stocks for this process.  So, we’re quite encouraged.


Deere’s role in this is to look at what harvesting techniques might need to change, so we can be very successful and we’re very proud of that partnership.


The first major bio-based material to come on the marketplace that adds increased functionality versus petrochemical feed stocks is Sorona, fed by Bio-PDO from DuPont.  This is our most significant accomplishment in the DuPont Company in the last twenty years.  And as we speak, we’re starting up the facility you see in that picture, in Lauden, Tennessee.  And when it’s in full operation, in a few months, it will be equivalent of taking 22,000 cars off the road, as far as energy use, but it’s going to making a product that has superior properties to its petrochemical counterpart.


Our carpet partner is Mohawk.  And what we’re describing here in this little picture is a carpet that’s naturally stain resistant, has great durability, and a great feel.  If you’re looking for a new carpet for your house, I’ve got my order book later on.  But, this is a product you really need to consider.  


Right now, to get the market going, to get the tests out, we’re making it by a chemical root, but as I described, in the next couple of months we’ll be converting over to the bioroot, which is coming extremely well.


If you take this Bio-PDO the first column you see up here is making the Sorona Polymer, and we’ll make the carpet like you saw in the previous slide, but we’ll also make textile products.  The advantage of the textile products from this bioroot is great durability; you can see about a few of the samples on the slide, and also a little stretch in it.  So, if you tend to stretch a little bit with time, it will make your suit more comfortable.  And we are also seeing applications of this into engineering polymers.  


I was just in Asia last week meeting with several major automotive companies, electronics companies, and they are very anxious to engineer this into their products.  What they are seeing now, more than ever, is a demand for consumers to have more renewables, more green products, in the products they’re making.  What they also told me is, "You’ve got to have a better quality and you’ve got to have it priced right".  And we are excited about this, because we can do both, because clearly we have a lower cost final product here, than we would for the petrochemical stocks.  


I won’t take you through all of the other applications, but you probably know DuPont from the creation of nylon.  This feels like another nylon. Because nylon wasn’t just used to reinforce tires, it wasn’t just used for fabrics, it wasn’t just used for carpet, it was used for a whole myriad of uses and it looks like this could be a platform with that kind of potential and that’s why we are so excited about it.  And it fits in totally with the theme of this conference.


If we look at biofuels in general, what I wanted to highlight on this chart are improvements we can make today with improved inputs and primarily, our pioneer seeds.  We are working with ethanol producers today, to be sure we are perfecting the seed inputs, then give the absolute best value to the chain, and we see significant potential.  Just think, about even a 5 or 10 percent improvement in overall yields for the systems can be a great result for everybody involved in this chain.  We’re excited about what we’ve done.  We’re even more excited about what we think the future of this could be with the technology we’re applying today.


We made an announcement this spring about what we think will be another significant step in the family of biofuels and this is biobutanol.  We went to BP in 2003 with an idea.  We said, "We know fundamentally, butanol has some characteristics that should be great for a biofuel".


Number one, you can mix it with gasoline.  It doesn’t absorb water like ethanol does.  So it has some improvements, but it has a major technology challenge being able to produce it economically enough to make sense.  And through a series of very extensive work, since 2003, until earlier this year, we have put together a technologist stance with BP, that we are very confident can ultimately yield a very economical biobutanol.  


We will start commercial production next year with our Generation 1 product; that will actually be in the U.K.  But we think it’s very important to get this product in the value chain so consumers can experience it, understand the value; see the performance characteristics; see what the miles per gallon are.  And with that in place, we’re doing the research that by 2010 we’ll have our second generation biological process in place that will make this very competitive.  As you saw on some previous charts today, at $30.00 to $40.00 per barrel oil.  So, with that kind of range we think this is another additive feast.  


Let me be extremely clear, this is not going to replace ethanol.  But we see it as another fuel in the equation that can be additive ethanol and actually can be a plus to more ethanol production as we go forward.


Biotechnology, if you combine it with very strong chemical engineering, we believe can make a big difference to the challenges we are facing in the world today.


This is a chart.  It’s a little self-serving to DuPont, but excuse that.  And the data is a bit old, but it’s the last available data, but it shows the number of biotech patents.  This is something we’ve been working on for over eight years.  Not only building up the patent estate, that we think solve the problems of the world today, but also build up the fundamental working tools and most importantly a cadre of people that have the enthusiasm and drive.  


We have a major research facility at DuPont, we call it our experimental station; it’s over one hundred years old.  And as you track people that have followed it over the years, they say when the lights are on at midnight it’s an exciting time.  That’s because the work is so exciting for our scientists they just won’t go home.  Let me assure you the lights were on at midnight last night.  This is a very exciting time in this technology, and I think it fulfills very much with what people are doing here today.


Let me summarize with three statements that I think are very important.  Sustainability and multiple dimensions of products and services are the way we will provide new solutions that are important for the environment going forward.  We believe there will be a steady stream of products here.  To take a snapshot and say exactly what the world is going to be like even two or three years from now, we think would be very shortsighted.  Because we think that there are so many more things coming out in this whole biomaterials area.


Just to give you a sense of other things we’re working on, we now have a hair dye that’s bio-based, because people don’t like to put chemicals on their hair.  We now have a dental filling that’s bio-based that’s naturally white that has the strength to chop down the molars.  And we even have a bio-superglue for a surgeon doing surgery and can make the seal in less than five seconds.  




That’s just to kind of tantalize you with the range of products we think are possible from nature that even a chemical company like DuPont could not do from traditional uses.  And we believe to make this happen it’s going to take partnerships like we’ve never seen before.  


We work actively with NGO(s), we work actively with governmental organizations, obviously with customers down the value chain, because these products are so new and different, that we think it’s going to take this to make them a success longer term.  Thank you very much.  I appreciate your time today.

CONCLUSION: MR. TOLMAN 
Thank you Mr. Holliday, for sharing that exciting vision of the things that DuPont is doing.  We appreciate your leadership and the leadership of DuPont in the biomaterials and biofuels area.
