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Remarketing of Used Rail Vehicles
- Recommended Actions

Our experience shows that a significant optimization potential exists in the sales process of
used rail vehicles.

Businesses have experience, structures and processes in place concerning the procurement
of new rolling stock. But this is often not the case concerning the sale of used rail vehicles.
Frequently, an object is sold to the “next best buyer”, as no resources have been assigned
for the sales process. Whilst this keeps the marketing costs low, the seller forfeits higher
sales proceeds.

The sale of used rail vehicles should be considered as a long-term project with specific aims,
just like the procurement of new rail vehicles.

The following information has been gained through years of marketing experience and
serves as a recommendation for action, in order to avoid the worst marketing errors.
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1. Sales’ Target and Procedure

Sales’ Target

The aim of the sales process is to gain the highest possible sales price with the lowest
possible marketing expenditure, and to sell at latest at the decommissioning point of the
vehicle.

In order to attain to these aims, a professional course of action is needed.

Procedure

If the sale of used rail vehicles is set off by the planned procurement of new rail vehicles
(replacement investment), then both of these projects need to be simultaneously planned
and coordinated in order to reach the desired sales target.

Project A: Procurement of new rail vehicles
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Project B: Sale of old rail vehicles
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: approx. 15 months

* before commissioning

The first step will be to determine the potential sales proceeds of the old rail vehicles, in
order to include these in the financing of the new rail vehicles. Consideration needs to be
given to the fact that the sales proceeds are often lower than the price they are accounted
for. Even at this early stage, getting in contact with a professional marketing provider is
advisable.

At least one year before the planned commissioning of the new rail vehicles, the marketing
of the old ones should start. The sales project of the old rail vehicles should be put into
action and it should at this stage be decided if the company will market the rail vehicles
themselves or use an external marketing provider.

Through this approach, the aim for sale revenues and dispatch times are sustainably
anchored in the project.



assets

market and know-how

2. The seven most common errors of marketing

(1) No one will want these rail vehicles anyway!
Professional marketing of the vehicles is economically worthwhile if:
Sales revenues > scrap value & disposal fees (i.e. asbestos) plus marketing costs

The chances of sale and possible sales proceeds can only be determined by the market itself.
For this, it is worthwhile to consult a marketing provider who can make an overall
assessment of the sales chances.

Already while evaluating the financing of the new rail vehicles, it is recommended to plan
the sale of the old rail vehicles, so that the sales proceeds can be taken into consideration.
This will also provide an aim for the sales price.

(2) I will only become active when the decommissioning point of the old vehicles has been
decided!

For the start of sales marketing, the definite point of decommissioning is secondary. The
first and more important step is to identify potential buyers.

Only after customer demands have been matched with the vehicles offered, the
disposability of the vehicles will be of interest.

- For which customer are the rail vehicles suitable, and in which way?

- What is the procurement time frame of the customer?

- What possible solutions exist if the availability of the vehicle and the procurement
need of the customer do not match?

The result of matching these requirements is to rank the customer according to sales
chances. Only at this stage will the availability of the vehicle become important.

(->) Digression: Marketing Time Frame

The marketing time frame is defined by two factors:

Firstly, you cannot find good buyers for rail vehicle at all times. Procurement needs are
often tied to the time frame for replacement investments, procurement by tender, or offers
received.

The procurement time frame of the buyer is often dependent on the existing options:

- new rail vehicle
- donor vehicle in need of comprehensive refurbishment
- suitable used vehicle in need of some adjustments
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Depending on the available choices, the procurement time frame lies between one to two
years. In order to make the most of these procurement options, it is advisable to start the
marketing of used rail vehicles in good time. If a vehicle is difficult to market, then we advise
a marketing period of at least one year in order to achieve the sales target.

(3) I will publish the sales information myself and see what happens!

This strategy will greatly limit the desired sales target. Your vehicle is rivalled by other used
vehicles which are usually professionally and extensively offered on the market and which
therefore have a clear competitive advantage.

Using this approach, you have no clarity what percentage of potential buyers have been
reached and if the most attractive customers are among them. You might not scoop up the
maximum sales price and there is a real danger that the vehicles will not be sold by the time
they are decommissioned. The results are additional costs and loss of proceeds.

(4) It doesn’t matter if the vehicles are sitting there for a while — at some point a buyer
will turn up!

This strategy will cause the maximum sales deficit and can even lead to the scrapping of the
vehicles in the end.

In order to achieve the highest possible sales price, the vehicles need to be sold whilst still in
operational mode. In this way, it can be shown that the vehicles are in working order and
within the inspection time frame. When the inspection time frame has been exceeded, the
first loss in value occurs. The longer the vehicle stands still, the more it loses its value.

On the side of the seller, holding times lead to storage costs, security costs (vandalism,
weather conditions, etc.) and costs for the recovery of operability. These costs will have to
be detracted from the sales price.

The buyer might also charge a fee for the costs of recovery of operability and possible higher
transportation costs of the vehicle.

Depending on the value of the vehicle, the loss of value on the side of the seller plus the
deduction on the side of the buyer can be as high as 30 percent of the potential sales price.

In such a situation it is more than worthwhile to consider using a professional marketing
provider.
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(5) I will exclusively negotiate with a promising buyer and thus keep my efforts and
expenses to a minimum.

In order to reach the desired sales target, a simultaneous course of action is needed —
potential buyers need to be identified and sales negotiations need to take place
simultaneously with them so that demand competition takes place.

(6) Using a marketing provider will only cost me money and lead to no results!

Generally speaking, the following rules apply to the rating of sales proceeds and sales

chances:
Number of Selling price
buyers
0 Scrapping value, minus disposal fees (i.e. for asbestos)
1 This one buyer determines selling price and when the vehicle will be collected.
>1 The seller determines the selling price and when the vehicle will be delivered.

The task of the marketing provider is to comprehensively research the market and to bring
about demand competition, which means that there is more than one interested buyer.
Only comprehensive market research clarifies sales chances (the number of potential
buyers) and creates a decision basis for the different sales situations, as follows:

Number of Decision to be made Benefit
buyers

0 Scrap vehicle now, or go for another Sale is obviously not possible; there
round of marketing? are no further costs.

1 Sell the vehicle now, or go for another | Only one buyer found but sale
round of marketing? reached and scrapping avoided.

>1 Ideal buyer already found, or go for Sales proceeds have been maximised

another round of marketing? through demand competition.

Task of the marketing provider is to maximize sales targets, to minimize sales efforts on part
of the seller and to recover marketing costs by an optimized sales price.




assets

market and know-how

(7) 1 don’t want to bind myself to a Marketing Partner!

To leave the marketing of your rail object to the market itself (i.e. do it yourself) is only
plausible at first sight, because:

- All the marketing efforts lie with the seller

- Itis not at any point of time traceable what percentage of the market has been
covered and whether all the important customers have been contacted.

- There is no foundation for decision making, i.e. when and how to continue with the
sales process (either immediate sale, or continued marketing, or scrapping).

- Brokers get involved in the sales process and become either buyers or sellers. The
price difference will then be lost to the seller.

- Due to a possible lack of experience of the seller, the solvency, reliability and
purchase performance of potential buyers cannot be reliably assessed. There are
high risks attached to this.

- If the object is sold to the ,next best buyer” it remains unclear if the customer who
would have paid the highest price has been identified.

3. The Marketing Process

The marketing process is an ongoing (rolling) process:

Re-Marketing stage "rolling"

Re-Marketing Prozess Month

1. Development of sales and marketing materials

2. Identification of markets and target customers

3. Offering vehicles, identifying interested parties

4. Ongoing customer support

5. Vehicle inspections

6. Sales negotiations

7. Sale / scrap

At first, the marketing documents (expose) need to be assembled and translated into several
languages. Target markets and target customers need to be identified (Stage 1 and 2)

Every 3-4 months, the rail vehicles are offered afresh on the market and potential buyers are
identified (Stage 3). Experience has shown that within this time period, new demands can
arise for vehicles, and sales offers previously made are often not present any more in the
minds of potential the buyers.

Interested buyers will be assisted throughout the marketing period, until they can make a
clear decision to buy or not to buy (Stage 4). This process is documented in a regularly
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updated ,lead list“. Based on this list, the seller is continuously informed concerning the
progress of the sales project (sales chances).

Potential buyers can during this time period inspect the vehicles and start negotiations. The
earliest possible date for a sale is usually after three to four months of marketing (Stages 5
and 6).

4. About Rail-Assets

Our service

Rail-Assets is the specialist for the marketing and procurement of rail vehicles and other rail
objects.

On the basis of our European and world-wide network we are able to market/procure used
rail vehicles and other rail objects within the shortest possible time periods in Europe and in
other parts of the world.

Our network

Rail-Assets has active and personal contact to at least one team person in all the major rail
companies in Europe and other parts of the world. If this is not the case, we work together
with local partners. Have a look at the graphic of our marketing networks on the following

pages.
Our offer

Are you planning to sell rail vehicles or any other rail assets? We would be pleased to send
you an individually tailored offer for marketing your assets.

Contact us
Georg Kreitmair

rail-assets Georg Kreitmair e.K.
MaximilianstralRe 19
86150 Augsburg

Telephone: +49 821 71060720
Fax: +49 821 3199319
Email: kreitmair@rail-assets.de

Web: www.rail-assets.de
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The European and World-wide Marketing Network of Rail-Assets

Europe: personal and continuous contact with all relevant European rail companies.
World-wide: direct and close contact with the major rail companies via business partners.
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Presently, more than 5200 users from over 80 countries inform themselves on our Online Marketplace.

Our Online Marketplace




