MID YEAR COMMENTS ON CAEE SITUATION.

1. Comments on Mid year 2000 revenues. 

As you will notice throughout diagrams and drawings attached,  our revenues for the first part of the year 2000, are far better than the same period of last year. + 62% at end of May. June is quite for the moment, we have secure a sales order, but we are not sure to deliver and invoice it before the end of the month. 

Of course we are only half the year 2000, our effort should be pursued if we want to reach our goal of 6.000.000 French Francs. 

Among these results, the most pleasant one is our good revenues from Rentals. From the diagram you can notice a better result than last year and compared to our Budget. (+ 23 %).

CAE Express is going well in France, It's not so good in Spain and Portugal for high prices. I have already explain the reasons of the situation we are facing. We have lost an order in Portugal, we have two other quotes pending. We shall see what will happened. We have done a special effort on prices this time. 

For other sales, our position is very bad due to Dollar rate. Despite the good domestic prices we can get from you, we are now more expansive than our French and European manufacturers. A California Analytical Instrument (HFID) is 15% more expansive than a Jum Engineering. Difficult to be competitive with this situation. 

We keep good hopes on our Manpower revenues and after our common field testing in Poland, we hope to get more and more involved with other CAE teams. 

2. Profit Plan Situation at Mid year. 

· Elimination of 120 volts Equipment. 

We have only 3 analyzers left. 

· 1 TECO 49. No way to get rid of it, too much rentals at this period of the year. 

· 1 TECO 42H. Same reason, we need of it. 

· 1 JUM VE7. This analyzer will be repaired in order to come back to the field at least in July. We received an order for 6 FIDs for one month. We are trying hard to find a second hand Jum or Teco 51 to fulfill that order. 
· Free Phone & Shipping Boxes.



Our Free Phone is now operational, but not very used by our Customer. Their reaction is always very slow. Anyway, every time we can notice it to them, they react. 

For our shipping boxes, we have shipped already some of our equipment to you with these new boxes. We have 3 different sizes. We are not using yet the biggest one as we are buying foams to protect our equipment. 

As soon as we will be able to pack our analyzers, we will attached a mini survey for satisfaction with the instrument. 

· Guidelines for Maintenance Program.
We start receiving some analyzers for maintenance. Generally our instruments are rented to replace the damaged ones. 

Regarding annual maintenance contract, we are not very lucky with our first one. With Foxboro disappearing we and our Customer are very worrying about the TVA 1000 we sent back to Foxboro via CAE for repair under guaranty. 

· Guidelines for Gold Key Club. 

The common answer from customer is to get as reward a personal price policy for all their future orders. This means a personal discount applied on every order. 

For Visa we have contacted our Bank which confirmed the non possibility to use that way of payment for the time being. 

· Guidelines for Calibration Gas. 

The situation did not moved. Gas cylinders are still stored at Air Liquide's location. This back up includes 20 Cylinders. 

The agreement with Air Liquide is to store these cylinders to assure us of a back up stock for calibration gas. We pay only when the gas is delivered. Up to now we had no problem with this agreement. All cylinders ordered urgently have been delivered within 2 days, including an HCl /Azote. 

Asking for these gas to be delivered in once will mean a large invoice for no immediate need.

· Guidelines for Accounting. 
We have started with our accounting services company a procedure for a better distribution of our direct costs via special software. We are also looking for a new software in order to get a better follow up of our equipment for rentals, for our spare parts and our stocks for sales.  

Regarding receivables Rabiha is spending a lot of effort to set up a direct contact follow up. It works but it need a lot of time.  Other solution should come via specialized Companies, but the cost is 7%. To much to save 2 or 3 weeks. 

· Prices for Profit System. 
Steps 1, 2, 3, 4, 5, 6 and again 5  are done. For some equipment we are above your proposal. 

Steps again 6 : All rental terms starting at time the equipment leaves our shop will apply for 10 days rental period and above in July with a new increase of our price list.  For 3 days rental period our conditions will remain the same. 

Step7 : To reduce our prices on equipment older than 3 years will mean for us to decrease more than 75 % of our Price list. We have started to renew some equipment but without help things are going slowly. In addition lot of pieces of our equipment are more than 7 years old and maintenance between rentals is more costly than the youngest ones. 

Regarding Key Club Membership, see my comments on Guidelines for Gold Key Club. 

Step 8 : Sorry Bill but this is too dangerous here to create this new guarantee based on "No cure, No pay" . We prefer to arrange the deal on the day by day basis, it happened often that the customer don't pay or pay part of the invoice after a claim. We don't want to write it systematically. 

Step 9 : This is our main concern and our AIM.

· Error Elimination System. 
We are fully in accordance with your remarks, and now that we have moved to our location we are in better position to organize ourselves in order to prepare what we have planned 3 years ago : our certification ISO 9002.

· Partnerships with Instrument Manufacturers. 
For CAE Express we have considered several solutions for a better penetration of Foreign Markets. 2 of them as follows : 

· To get an Inter Company price for every CAE Express sampling train quoted to other Countries than France and Belgium. 

· To assembly a large part of the sampling train in France with components from CAE Express and all electrical Components from European Market. 

Your proposal to ship directly the trains to our sub-distributors and pay a fee to CAEE for technical support, warrantee and service is not acceptable. Several reasons : 

· "CE" Marking. All modifications should be done by us with "CE" Components. The use of Components said "CE" approved and not anymore approved will see our certification cancelled. We have paid a lot of money to get that approval, we want to keep it. Also on every train sold we are invoicing part of what we paid for that certification this is to recover our investment.

· Another reason is purely technical. Every train shipped from CAE express is completely checked in our facilities before delivery to the customer. If we are doing this, it is because we noticed some defects in the past. For your information on last 3 trains delivered in May here below are the defects we noticed : 

· One of the heater element in a 220V Oven Compartment was in 110V. 

· For two probes 8' and 10' long the silicone heaters were too shorts. Results the probes were heating only on half their length.

· Brushes were missing on the recovery sample unit.

· 3 x 500mml Teflon washbottles (0602-w) were also missing. 

· On one of the DGM the glass of the flowmeter was broken. It did not worked. We had to repair it. 

Problems like this on equipment delivered directly to sub-agents will come back to us. All expenses related to them  : free transportation for repairs or  replacements of missing parts, labor for repair etc…. will be supported by us, I don't think a fee will be enough to cover them. 

Plus we want 100% satisfaction from our customers or agents, for this reason we want to get involved.

Bill, I understand you want CAE Express to reach their Goal of 20% Profit Margin, we, CAE Europe have our own Profit Plan and we need to get close of that figure also.

Regarding other Manufacturers or Suppliers  Air Liquide, Ecom and Environment S.A. we have a real partnership,  (non written agreement). Several businesses have been realized with the help of these 3 Companies. Several others are on quotes status with good chances for orders. 

· Guidelines for say "YES"
No comments, we are capturing and analyzing every piece of information coming from the field in order to say "Yes" as often as possible. Our customer satisfaction is our main aim. Also the Market is very versatile, we need to be glued to it if we want our revenues and by consequence our profit to increase very quickly. 

· Guidelines for Rental vs. Sales Decisions. 

Here we don't practice any Rent to Own or Leasing. We had in fact two cases where we sold some equipment from our Inventory which were not from our used equipment sales program. In two cases we sold our equipment brain new because the customer wanted a quick delivery and we wanted a rapid invoicing. 

The only rental we practice, and linked to a sale is for Express. We give away 3 days rentals of our trains if the customer decide to buy a new train within a month following  this rental period.   
Regarding our used equipment, the decision to sell is linked to the age first. Of course it has very little depreciation left or for most of the items no more left. Those sales help us to replace some new equipment or to get rid of them because their  demand for rental is close to zero. 

· Guidelines for Increasing Rental Demand. 


We are using all supports to increase the demand for rental and Express Sales. 



"CE" Marking has been finally received in December last year. 

We are now starting a new certification for DGM, Pitot Tubes and Thermocouples for the Cofrac 's Agreement. I will explain what is this agreement when I will come to Palatine next week. It will give us more chance toward our Competitors to sale our Sampling Train. Price won't be important this time at least for the French Market. 

We got our first rental contract with Spain last month. I have planned a trip in this Country in September in order to meet several Companies. Our first contract was successful, the customer was very happy about the equipment, the prices we agreed (less 15% discount) he even extended the rental period to 1 1/2 month.  

· Guidelines for New Rental Equipment. 
We have already sent to you a list of new equipment we need for year 2000. We are still waiting for a solution to finance these analyzers. Everything should have been settle by January 15th. We could not wait and we had to buy some equipment by ourselves on our own cash. For your information here below is the list of the equipment we bought : 

·   October 30th 1999 :  A TECO 146 Dilution System (Second Hand) 






  Cost :  USD 3,200

· January 1st. 2000   :  A TECO 51 HFID analyzer (New) 





    Cost : USD 10,950. 

· February 18th 2000 : 2 Yokogawa Data loggers VR 200 6 channels          

( Demo units) : Total cost USD 2,350

· April 2000
3 Analyzers + 1 NH3 Converter from Environment 




S.A.   : Total Cost USD 36,230 

· April 2000
1 TECO 42C Nox Analyzer (Demo Unit)




Cost : USD 9,450 

· April 2000
1 CAE Express Sampling Train (New)


Cost : USD 9,000

· June  2000

     2 HFIDs : 1 Jum V3.300 and 1 TECO 51 (Second 
                                  


     (Hand)  : Total Cost : USD 16,230

                  Since October 1999 we bough for USD  $87,410 worth on Equipment for rental.


      This is very heavy for our Cashflow but we had no choice. 


      Still now we need urgently to buy 

· JUM Engineering 109A

· CO2 Ambient Analyzer

· CO/CO2 Emission Analyzer.

· Zero Air Generator.


      It's another USD $45,000 that we need to find.
