REPORT





NEGOTIATIONS FOR FUTURE COOPERATION





SEPTEMBER,10,96





COMPANY: REGITON





REPRESENTATIVES: Mr. GRUSINOV, GENERAL DIRECTOR, Mr. BORISOV, MINISTRY OF DEFENCE FEDERAL ROAD-CONSTRUCTION DEPARTMENT DEPUTY CHIEF OF TECHNICAL SUPPORT DEPARTMENT.





KOMATSU REPRESENTATIVE: Mr. TONO, Mr. OLEG MASLOV








MAIN PURPOSES:


- Check situation with 7 units of Komatsu bulldozers


- Clarify situation about buying rest 23 units according to the contract


- Get Regiton ideas for cooperate work in Moscow construction market








The end users in Aldan have received 3 bulldozers, rest 4 units will be in Zhereken soon.


According to our engineers information it was agreed that Victor would go for delivery training in 23-25 of September. Everything good with shipment, they didn’t loose anything.


The delay of payment was because of changing of Customs taxes (Regiton had to pay around 800,000$ additionally).





Regiton is going to buy 5-6 units next year. They have canceled previous contract with foreign company and they should receive around 1,000,000$ for this. If it will be happened they would buy all 23 units from Komatsu.





Regiton would like to use the following financial schemes in their business:





1 Federal Road Department didn’t receive around 200mln$ taxes payment from gas companies and Regiton would like to use these debts in their financial scheme. The gas companies will give to Regiton gas, Regiton will sell this gas to some companies inside in Russia or to companies who has license to sell this gas outside, after that Regiton will pay the money. Regiton can work with oil, gas companies and oil refinery plants using this scheme. But it will take some time to organize and to get cash to Regiton and they will need some delay of payment to with this scheme.





2 Regiton company would like to organize financial scheme using their promissory notes. Total calculated amount could be around 50mln$. Now they are looking the banks which can make confirmation note to Regiton promissory notes. Regiton would like to work with Promstroibank, Sberbank, Moscow-Paris bank or MDMbank (Moskovsky Delovoi Mir). If the bank will use their promissory notes bank should put around 15% of deposit, using Regiton promissory notes it will cost 2%. Generally this scheme will be like this: Federal Road Department will make confirmation note on Regiton promissory notes, after that bank will make the same, after that Regiton will sell their promissory notes to customer instead of cash money. Usually bank warranty costs 5-7% to Regiton, using this scheme it will cost 3%.





Moscow co-work:





The main contractor for Moscow Government is Moscow Department of Construction. There is huge amount of construction in Moscow but Moscow Department of Construction didn’t receive the money for made job since the middle of 1995 (all money). Moscow Government has to pay around 800mln$ to Moscow construction companies for work inside of Moscow and 400mln$ for Ring Road construction. The reason of delay payment is because Moscow Government has received only 30-40% of calculated money to its budget. Anyway there is big demand for construction work in Moscow area. Regiton has four possibilities to organize the deal in Moscow area:





1 Using promissory notes financial scheme (as mentioned above);





2 According to the decision of Russian Federation Constitutional Court the Road Fund will be created in Moscow soon. This Fund will receive the Road taxes which will be collected in Moscow area. Calculated amount is around 80-100mln$ per month. Most-Bank will be using in this case;





3 Gostechnadzor (this organization is responsible for technical passports for machines etc.) will creat its department in the building of Regiton. Gostechnadzor will push the Moscow construction companies to buy new machines because around 70% of machines will not have permission for using;





4 Regiton will be paid by realty from Moscow construction companies instead of money. In this case Regiton will create its own Realty company to control this deal. Regiton was proposed by Mosingbeton, PPSK TETs-25 and some other companies from Mosingstroi to deal this way.





Also according to Regiton information Chief Mechanic of Moscow Department of Construction is collecting the inquiries from Moscow construction companies and according to his information the total amount of this inquiry can be around 40-50mln$. Regiton can control this deal with cooperation with Komatsu.





Komatsu Forklift information:


Regiton is working with technical specification for buying some new some second hand machines from Forklift department. Their wish in this deal is delay of payment in two ways:


1 Advance payment with delay of payment


2 Payment after selling of this machines





Conclusion:


1 According to our contract with Regiton we should wait until they will receive the money to buy rest part of machines


2 We agreed to cooperate in our work in Moscow area


3 Komatsu Forklift department has possibility to sign next contract with Regiton


4 Information about Likostroi company: Likostroi hasn’t got money they are waiting the money from Moscow Government








