Summary of a business case and outline ROI for a Tropos MetroMesh system

Objective

To outline the main uses of a MetroMesh solutiod simow how these can justify the CAPEX and OPEX
involved, by using simple financial inputs. The rabdill use an example city and show how we have
performed the calculations so that these can by easnged to reflect more accurately an individua
project. This document will also highlight sometloé less tangible benefits such as possible eftetts
economic development. What it will not do is towdhe technical merits of the Tropos solution.

Possible uses
There are a significant number of possible useti®network, some of which are specific to a Lawal
County Authority use:

.. and some to commercial use:

Pogsipls Uses of this MatroMesiiblatyons — —

+Private citizen uses
- Lowe cost static and mobile internet access
+ Entertainment
 Video on demand
+ On line gaming
o PVR functionality
o Security
o Environmental control/energy management
- Voice over Wireless - mobile telephony
- Access to community web sites
- Access to government services
- Access to tourist applications and information
- On line access to education and emergency material

+Business use
- Mobile business internet access
- Woice over Wireless - mobile telephony
- Location based adwvertising
- Transactional shopping applications
- fimpwhere, anytime VPN links reduce traveling and increase efficiency
- fidvanced local communication helps to attract employees

Tropos Networks Confidential and Propristary




Benefits of deploying a MetroMesh Network

There are potentially significant benefits to thgr8ups involved in city wide networks. The ownehg
community and the government both local and natioaa all benefit from a deployment. The benefits t
the owners are financial and therefore easy to nstaied if not quantify.

Many of the benefits are not quantifiable and camtde form of environmental improvements through
reduced travel, or personal advantages by wastggjtime in traffic jams. The main thrust of theafi
section of the document is to take the elementiebusiness case and where possible place thereti
financial values on each heading.

The local community may, benefit in some, or peshalpof the following ways:

Government and local government can benefit inrotlagys:

The Business Model

The model we use is to create a Special PurposieNalr PFI type structure, all CAPEX and OPEX will
be funded by this organisation and predicted regenill go to it. The Authority will use the network
only where a saving can be made, in this casegtrenue is shown next to a Local Authority applaat
This is money paid to the SPV by the Authority f@twork access. So, for example, if the SPV pravide
the Local Authority with a service for £100,000 wainiwould cost £200,000 with a standard Telco, ithis
shown as revenue of £100,000 paid by the Autheoithe SPV and a saving of £100,000.
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Financial summary
To show how we can quantify some benefits a MetraiMslution can provide, we will take an example
city and use this to calculate potential revenuessavings. Our city looks like this:

Revenue calculations
The calculations used to create a final summaryrapertant as they must be believable. As described
above, revenues shown are paid to the SPV, saaieghose we predict will be made by the Authority.

Public safety Revenue to SPV  SavingsLA
We believe that pubic safety uses of the meshowithe

but are unlikely to happen in the short term. Watide them

to complete the picture but predict no income eirga Nil Nil

Video surveillance

The City has an annual budget of £1million. Weraate that the

mesh solution should be able to deliver service€£1®©0,000 that

would otherwise cost £200,000, a major saving baingvil work. £ 100,000 £100,000

Intelligent Transport Systems

The city has an annual spend of £0.5M pa, we etgithat the mesh

solution can deliver services for £100,000 that liaormally cost

£200,000. The savings are spread over a numbegptitations £ 100,000 £100,000

Mobile working

The annual staff cost for the City is £150M. Weraate that 10% of

the workforce spends significant time away fromirthaain office

and that we show an efficiency gain of 10%, theises required to

do this will cost the Local Authority half of thithe balance is saved £ 750,000 £750,000

Regeneration, Social Inclusion and Economic Developent

The potential benefits in these areas are verglargt Cloud

estimates that the value of their mesh to the Eenndevelopment

of the area is $25M pa. For our model, there igemeral formula

we can employ so we have not predicted a finacoiatribution. Nil Nil

College/Students
Our City has a student population of 20,000. Welistehat a high
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speed, low cost service will be adopted by thiskeiamuch faster
than the general public. Our prediction is for &2fenetration
into this market but at a low revenue of £100 pa. £ 400,000

DSL substitution

We have 100,000 households in our city. We expeetatively small

market for DSL equivalent services as most custemdt contract

for both static and mobile services or stay witlsgxg suppliers. Our

prediction is a 1% penetration into this markea abst of £120 pa £ 120,000

Personal mobile internet and voice

The personal market relies on availability of keyvices such as

voice. We believe the costs we have included aftovthese to be

implemented on a commercial basis. Our predicsdioi a 5%

penetration into our City’s 250,000 population wétlcontract or

“pay as you go” spend of £20 per month. £3,000,0

Business mobile internet and voice

While business users are potentially more proféailis also a

more difficult market to penetrate. Many smallesinesses are

not early adopters of technology. We predict thatrharket will

be in key areas such as the professions, IT spssiatc. Our

prediction is for a 2% penetration into our Cit§80,000 workforce

with a contract value of £50 per month. £1,200,0

Location based advertising

In reality, there will be a mix of standard fixedvertising, pay per

click, sponsorship and location based adverti<ihg. prediction

is based on achieving a revenue of £25 per sulescpler annum

from these sources. Our subscribers are the conahpersonal

and business users, we have assumed that the Aaitadrity

network carries no advertising. From the predicion personal

and business users we have approximately 15,0Ggsbbrs. £ 375,000

Financial Summary

CAPEX

Based on networking half of our area - 40sq kml&0£000 per sq km
OPEX

Based on the worst case from analysis of Amerinatallations at 50% pa

Simple 5 year cost

Revenue summary

Public safety Nil

Video surveillance £ 100,000
Intelligent transport Systems £ 100,000
Mobile working £ 750,000
Regeneration etc Nil
College/students £ 400,000
DSL substitution £ 120,000
Personal users £3,000,000
Business users £1,200,000
Advertising £ 375,000

Predicted annual revenue

Summary

Nil

Nil

Nil

Nil

Nil

£4,000,000
£2,000,000 pa

£14 million

£6,045 million

It is possible to go on adding estimates, howeueraim, and we believe we have achieved it, is to

demonstrate that it is feasible to achieve a Ratarmvestment of less than 3 years. If we addhigy the
potential for benefits in regeneration, social usdbn, economic development, and other benefits asc
tourism, care systems, education etc., and a safiagredicted £950,000 pa, we suggest that fiahnc

justification should not present a significant l&rto the viability of the project.
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