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1 Market segments
The main markets experiencing growth and expecting the maximal sales volume are as follow:

1.1 oil upstream. Main regions – Western Siberia (centre – Surgut and Nefteyuganks cities) and Eastern Siberia (Krasnoyarsk). Oil upstream in the Western Siberia has been performed since 70ies. Equipment there is severely worn-out and requires continuous modernization. The Eastern Siberia deposits are at their initial stage of development, it is a prospect and work for new projects. All principle oil companies of Russia (Slavneft, Lukoil, Surgutneftegaz, TNK-ВР, and Gazpromneft) launched the stage of a test or industrial development of the Eastern Siberia deposits (Rosneft – Vankor deposit).

The eastern Siberia has a stable demand in qualitative valves for routine repairs. The total need amounts to approximately 1 mln dollars per year. In 2011-2012 the volume of control valves usage in eastern Siberia is expected at the level of 3 mln dollars.
Also, due to new environmental requirements of the government all oil companies are currently obliged to process associated petroleum gas (it was simply burnt before). Additional market of valves for construction of gas dehydration plants can be estimated at 1 mln dollars per year.

In addition to the Eastern and the Western Siberia, there is active offshore development in the Barents Sea, Caspian Sea, and Sakhalin (Gazpromneft, Lukoil, and Rosneft oil companies). The valves market is estimated at 3-5 mln dollars.
1.2 Oil refining
Currently, all oil companies of Russia realize two principle programs: increase of the refining depth (the average refining depth is about 60%, and it is planned to be increased up to 90-95%) and increase of the motor fuels quality to the Euro 4 Standard. With these aims currently all plants of Russia pass upgrading – construction of plants for hydrocracking, delayed coker units, catalytic cracking plants, reforming, alkylation, isomerization, diesel and petroleum fuel hydrotreatment (Rosneft, Lukoil, and Gazpromneft)

1.3 
petrochemistry
Construction of ethylene, propylene, and polycarbonate production complexes. Main company – Sibur
1.4 Gas industry
Construction of gas treatment facilities, construction of compressor plants, rebuilding of gas processing facilities. Long-term authorization to supply to mentioned companies requirs certification of in Gazprom. Such certification can be obtained with our help and support in case you will give us a chance to sell there.
1.5 Chemical industry
Construction of carbamide plants, and modernization of ammonia plants 
Yamatake valves (multiple-seated valves) are demanded for routine repairs of ammonia plants and production of compound complex fertilizers. While talking about standard lines, yamatake valves are generally replaced by valves of other producers (mainly Masoneilan and Samson, as these companies provide delivery of spare parts, servicing, and work under DDP terms in RUR, and often require minimal prepayment or even upon receipt of goods). 
If any positions are already worked out with Japanese trade houses we will not plan any internal competitiveness. Later activity at the chemical industry market can be developed under rules agreed with the mother company. 
1.6 Power engineering
Construction of compact gas-turbine stations. The main work is performed via design institutes (Moscow, St. Petersburg, Rostov, and Nizhny Novgorod). Long-term authorities are required to introduce equipment in projects.
1.7 Other (Metallurgy, pulp-and-paper industry, food processing industry)

In these industries significant sales are possible, but considerable labour costs are required. Volume demand for control valves in the above listed industries is lower. It is planned to perform works on sales volume increase at later stages.

2 regional NETWORKS
A network of regional representatives is required for continuous market monitoring; it is especially noticeable for industry-saturated regions. Existing relations make it possible to provide qualitative operation within the following regions (the abridged list is represented for reference):

Samara (oil refining, chemistry)

Perm (oil refining, petrochemistry, chemistry)

Tyumen (oil upstream)

Novy Urengoy (gas recovery) 

Krasnoyarsk (oil upstream, oil refining)

Ufa (oil refining, petrochemistry, chemistry)

Krasnodar (oil refining)

Khabarovsk (oil refining)

Local representatives provide accurate evaluation of customers’ satisfaction degree, support to form demands in equipment for next periods, and establish long-term development plans.
3.
Competitive features
The main competitive features we are ready to provide are:

A) A possibility to work under DCF terms (DDP)
B) Conclusion of contracts between residents (without involving foreign economic activity). For customer a special license for foreign trade is necessary in this case.
C) Decrease of producer’s financial risks – work with us on the prepayment basis, with customers we will agree on softer terms of payment for them. 
D) Operative response on technical application of valves, technical consultations 
E) Competitive prices 
F) Short delivery terms 
G) Service (operative provision with spare parts)

H) On-site regular survey by our representatives, in order to get inquiry first
4 principal competitors 
The following companies act as the principal competitors at the Russian market:

Emerson

Dresser
Samson
Flowserve
Neles
Rust-95

PRC «ΛΓ® avtomatica»
Among the listed competitors, Emerson and Dresser already have their own assembly factories in Russia. They provide valves testing services.
Rust-95 and PRC «ΛΓ® avtomatica» are Russian valves producers (previously it was one company). Rust-95 produces Dn25…250 control and shut-off valves (has own cast facilities). «ΛΓ® avtomatica produces Dn25…150 valves with forged cases and welded-on flanges (has no own cast facilities). Both companies has own developed cage-type and singe-seat valves. The companies carry negotiations with various foreign producers concerning a possibility to supply valves of other types (rotary valves and butterfly-type valves) Dn250 and above valves. These companies also has no own development in accessories (valve positioners, solenoid valves, limit switches, boosters, etc.) and cooperate with foreign producers (Emerson, Samson, Siemens, Dresser, and Yokogawa). The cage-type valves are limited in range of application in purified mediums so both Russian producers have to use rotating valves of other producers for their supplies (Flowserve is mainly used); the companies plan to design their own projects or produce copies based on в Flowserve drawings.
5.
Service capacities
Repair services of the factories can provide repair of about 200 valves per month. In case the deliveries exceed the amount of 200 valves per object, if forms a necessity in valves testing and establishment of service centers to provide preventive repair works. A service centre can perform valves testing using original spare parts. As opposed to repair performed by a customer the service centre shall provide warranty for the repaired valve. 

Investments to service centers establishment is possible at annual volume of standard valves sale in the amount of over 1 mln dollars, and after receipt of correspondent authorities from the mother company for a period of at least 3 years (it is a minimal payback period for a service centre).
6 Principal customers
Oil companies: Rosneft, LUKOIL, Gazpromneft, Slavneft, Surgutneftegaz, TNK-ВР.
Gas and petrochemical companies: Gazprom, Sibur, Novatek, Rospan, and Salym.
Chemical industry companies: Eurochem, Acron, Phosagro, Rossosh, Uralchem, etc. (Japanese trade houses operate in this market segment, at further sales volumes valuation numbers of this segment are not taken into account)* 

7. Estimated sales volumes and development stages 
1st year (1st STAGE) – 500,000 dollars – only sales. Principal industries – oil refining and oil upstream
2nd year (2nd STAGE) 1,500,000 dollars – only sales. Principal customers – oil refining, petrochemistry, gas refining, oil upstream, and gas recovery.

3rd year (3rd STAGE) 2,500,000 dollars. Service centre establishment 
4th year (4th STAGE) 4,000,000 dollars. Sales and orders under maintenance servicing 
Further growth up to 10-15 mln dollars. The growth rate is 15-20% par annum.
8 methods of the products competitiveness increase
Competitiveness at the valves market is considerable high; it is especially true for large projects. At the initial stage it is planned to perform small supplies of valves (1 to 20 items). 

The following events are suggested to be performed with the aim to decrease equipment costs (under proper development strategy):

1st stage – valves furnishing with counter flanges of Russian production (in Russia it is a standard to supply valves with counter flanges). Primary costs reduction - 5-7%, reduction of delivery terms. Yamatake here will bear guaranty for valves and accessories only.
2nd stage – establishment of a service centre. Trained staff of the service centre shall be able to furnish Yamatake valves with accessories of other producers (under customer’s demand) – arresters, solenoid valves, electric actuators, an in some cases – 
positioners of producers. Primary costs reduction by 10-15% (20-25% for electric valves).
3rd stage – assembly using Yamatake components (process similar to valve repair. Certification and licensing for assembly and repair works shall be required for the service centre). In prospect, assembling will provide decrease of the prime costs by 25-30% due to reduction of customs duties and cheaper labour force. 
Additional advantages:

1. Reduction of delivery terms due to presence of a warehouse of standard valves in Russia.

2. Dynamic ordering completing units at Yamatake factories, scheduled development of sales volume. 
3. reduction of logistics costs due to large delivery lots
Having production capacities and experienced staff at the third stage we can start implementation of large projects (500-1,500 mln dollars)
With deepest respect,

Maksim Shlyakhov
