Meeting with Ukragasteck July 4 2006
Yamatake : Regis, Deddy

Ukragasteck: Girenko, Andrew, Yuriy and Natalia

Subject:
(1) Explain about the YEU organization

(2) Business in Ukraine

(3) Business in Russia

(4) Relation with Flowell

(5) Further development (road map) in HGC

(1) Had been explained base to the latest YEU organization

Opportunity for the transmitter OEM. The technical performance ( accuracy, stability etc) will be better than the existing one. The range will be the same. Information about the price is too early in this stage. Ukragasteck is selling 1000 to 1500 units / year. 95% of this is sold as a part of system. 5% is sold as transmitter. The system mention here is gas distribution (reduction station) and gas pumping station. 

(2) Business in Ukraine for the HGC

In Ukraine still measurement is done by volume where the HGC is not necessary. So far the activities is done for future. The sales which had been done is for special case in the gas metering station in major distribution point in the border. At this moment entire points had been equipped with the GC. Therefore there is not any big sales can be expected in this year. How about the small sales ? Is there any possibility ? The maximum number which can be expected is 10 units this year for gas distribution company and gas mining. The customer will not buy only the GC, they will buy in a total system, so that it takes time since it should be designed first, etc. The stage of the project is in the beginning of negotiation with the customer. The first project should be done by integrating the HGC which had been sold to the network system since some HGC are not integrated yet. It is expected, all of this can be done within this year. There are RFQ from gas mining. Ukragasteck won the tender to the emerson company. It is not because the HGC is better than the emerson but the Ukragasteck S/W which is implemented is better. There are 2 issues in selling, the hardware itself and the software as the part of implementation.
The competition is very high since everybody is here and Ukragasteck always requested by the customer for having GC which is not lower in performance compare with the competitor. The situation in Ukraine is not that difficult compare with the Russia but it becomes more closer. Since the Russian gas is distributed through Ukraine, the Ukraine government is interesting to have monitoring system. In June many minister of Ukraine visit the meteorological to find out the solution of gas monitoring system. To be success in Ukraine, should be offered the best performance of GC. How about the price ? The price is also important. 
At this moment, the market in Ukraine is not that active, but should be remembered that Ukraine is the second biggest gas distribution after Russia. If it is compared the number of the HG and the volume of the gas distributed, there are still big demand on that but the market is still sleeping. At this moment we have to be ready when the market wakes up. The design of the system should be perfect. Ukragasteck with Yamatake are developing this design bases also all the fail and experience up to now. Not the improvement to the HGC itself only, but the sampling system and whole system itself. Ukragasteck is preparing for the next stage where the Ukraine can not run away for implementing the calorific value measurement.
Ukragasteck and yamatake should not stop to develop this directions.

How about the 10 units maximum potential this year ? To be conservative, how many units can be sold this year ? Ukragasteck can not answer at this moment. Ukragasteck will be able to tell the number after receiving the order only. The goal is 10 unit and the minimum is 5 units. We need to know about this because it will be related also to the development of the HGC. Do you have a stock ? Yes, we have 2 units in stock. 1 unit was prepared for selling to the Monstragas but the Monstragas did not accept the characteristic of the HGC since the characteristic of the competitor is much better. The market is there, the potential is there but if the characteristic of the GC is not improved, they will be no sales. The competitor always doing improvement every year where yamatake is not doing improvement or doing small improvement in very long time. 
Regarding the Montragas, yamatake had done the improvement base on the specification given but it seems now the Montragas is asking for another thing. The spec is 5 ppm for propane. The first test result was 30 ppm. With the join development of Ukragasteck and Yamatake, the detection limit becomes 6.5 ppm ( 5 times better ). But it is not the reason of the rejection. The Monstragas had tested the Siemens, Roseumont etc, those GC detection limit is 1 ppm. If we have lower performance then the price should be lower. The question now can we sell the lower performance with the lower price ? 
The structure of the price as following:

(1) HGC   14494 US$

(2) SS     5050 US$

(3) Control unit with HMU  2773 US$

(4) HFA  1930 US$

(5) Assembling 750 US$

Cost will be 24977 US$

This price is not all because to be implemented to the customer request, Ukragasteck supply the S/W etc.
Emerson with better performance gives an offer to Ukragasteck 30.000 US$. The end user price 40.000 to 45.000 US$. 

Without the advantage of the Ukragasteck S/W, Ukragasteck will be not able to sell. However, in the near future, Emerson can develop also this S/W.

There are 2 directions, improving the HGC in one way but the other way to consider what we can do now. The fastest way to sale is to make price reduction. However 10% of reduction will not help. The price reduction will be given in condition of the way of payment and the commitment of the volume.

Ukragasteck can not promise about the big volume because the result in the Monstragas was not good. How about 10 units volume ? How much the price reduction will be received ? Will Ukragasteck move on this way ? Yes if the reduction on the level that they want. How much reduction is expected ? Half price is required for this level of performance. Otherwise performance improvement should be done first and then price negotiation later.

Lets do the following step :

(1) Give price reduction to Ukragasteck

(2) Ukragasteck will inform the customer about this

(3) The feed back will be informed to the Yamatake
The improvement of the HGC is very important. The one which had been done is really limited one. The 8 improvements which had been offered, only 3 was done. In Monstragas, when we showed the result to the Monstragas , Monstragas was not satisfied because not all of the suggestion is done. The HGC was designed for calorific measurement but is not designed for measuring components. The competitor has more complicated schematic of analysis to give better characteristic ( level of noise etc). 
With the improvement which had been done, can we sell or not ? The requirement of Monstragas is not only Monstragas requirement but this is general requirement. This general requirement needs a new design of improvement. 
If this device was developed for calorific measurement, we have to wait the law which will implement calorific measurement. Not in this moment but after half or 1 year. This market is touchable with price reducing of the product. In this moment, what we need is the GC which measure components and have a better characteristic to the components measurement. 
We can not go to Monstragas which needs high performance. Ukragasteck and yamatake now is working in different layer of the market. Now Ukragasteck is working in the field which need high quality measurement where Yamatake is doing only calorific measurement. In Russia and Ukraine, this market is not exist now, but will come after the law implementation. At this moment, this HGC is not needed because the customer in Russia and Ukraine does not need calorific measurement, they need components measurement since billing is done by volume at this moment.
The HGC was sold in Ukraine because the relationship between Girenko and Ukragas. They bought because Girenko is their friend even the Daniel is better than the HGC. 
The law of calorific measurement will be implemented in Ukraine around September. Yamatake will make an offer for 10 units volume. Ukragasteck want to do join development to have high performance of the HGC.
(4) In the past, there was TEX electronics who doing the payment.
Upgrade from 2.1 and 3.1.

The price from Flowell 9250 US$ ( year 2004 ).

The version 2.1 should be upgraded to version 3.1 since the functions are not enough. Firmware upgraded cost is lower than hardware upgraded cost. The cost of hardware changing can be expensive but can not be 65% of the HGC cost. How many units should be upgraded ? Ukragasteck wants to know the price of upgrading and column conditioning. Base on the price, the number of the units should be upgraded will be informed. Yamatake will make a proposal regarding this points.
Regarding the improvement of the HGC, it should be continued otherwise it will be not accepted by the customer. The scheme of analyzer valve at this moment will not give good performance. Yuriy explains about all the suggestion that he had made including the valve for sampling etc. 
