LIiDARSHARE

The Benefits of Ownership at a Fraction of the Cost

-..-.n? _ -

Airborne 1 Corporation
300 N. Sepulveda Blvd. Suite 1060
El Segundo, CA 90245, USA
Phone: (310) 414-7400 / Fax: (310) 414-7409
E-mail: info@airbornel.com
URL: www.airbornel.com




'%‘E*E?F_ Fractional Ownership Plan

AIREDGREME 1

INTRODUCTION

Fractional Ownership Plans have been a mainstream of the aviation industry for the past fifteen
years. Industries burdened by high fixed cost assets, high fixed costs of asset ownership, and
rapid technological innovation are prime candidates for managing assets through fractional
ownership. These plans are similar to time sharing a condominium - but are more flexible and
offer larger potential cost savings to customers. Fractional ownership’s advantages are
threefold - first, there are significant cost-savings relative to purchasing service; second,
fractional ownership plans are specifically tailored to the anticipated individual customer
demand, allowing owners to achieve high utilization rates on their fractional asset; and finally,
the risk of technological obsolescence is significantly curtailed, since a much smaller investment
needs to be recouped on a fractional share.

THE DECISION CRITERIA

Evaluating between service, fractional ownership and full asset ownership involves many
different factors, ranging from strategic to financial concerns. Moreover, assessing the benefits
of each involves critical decisions regarding product mix, and the size and volume of expected
project work. Understanding the trade-offs between each and the financial implications of
each choice is critical in making a decision on which alternative to pursue.

= PURE SERVICE

The benefits of purchasing laser mapping services may be obvious- projects are conducted on a
turn-key basis, and the final deliverables are warranted to meet the contracted specifications.
Moreover, supply is tailored precisely to the project demands of customers- and customers are
at no risk of excess capacity and low utilization rates, since projects are only performed when
they are contracted for. This means that costs of projects can be accurately managed and
costs are highly predictable - and technology obsolescence is not an issue. These benefits,
however, come at an obvious cost, since turnkey services are offered at higher rates than the in-
house cost of performance. While standard pricing is difficult to estimate in the laser mapping
industry, typical industry service costs for the following “hypothetical” projects is useful:

Project Size Small (10,000 acres) Medium (100,000 acres) | Large (1,000,000 acres)

Type of Data 2’ Contour Interval 2’ Contour Interval 2’ Contour Interval

Flight Time 3.5 Hours 15 Hours 75 hours

Total Price $ 19,900 $ 84,000 $ 470,000

Price per Acre $1.99 $0.84 $0.47

Note: Total cost is exclusive of ground survey required, typically priced at $1,800 per day;
projects are assumed to be rectangular in shape, with low/moderate vegetation and terrain.
Deliverables are for bare earth Digital Elevation Models (DEM’s).
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= COSTS OF OWNERSHIP

The costs of owning and operating a laser mapping operation are significant. Return on
investment depends heavily upon generating sufficient project volume in order to recoup fixed,
variable and overhead investments. More significantly, steep learning curves minimize the ability
to generate high levels of efficiency and throughput in the first three years of ownership, further
reducing the number of projects performed - and the ability to generate a positive return on
investment in the early years of ownership. Risks of technology obsolescence are also significant
in an environment of rapid technological change.

Laser mapping system prices are in the range of $1,000,000 - $1,500,000 with associated
hardware costs (GPS equipment, computing hardware, and processing software) in the range
of $300,000. The personnel required for a minimum operation are approximately 10 people,
creating additional fixed expenses of $1,500,000, inclusive of overhead on operations (assuming
$60,000 average salary, business multiplier of 1.55 x). The cost of warranty on a system adds an
additional $125,000 per annum to the fixed expenses. The result: a minimum requirement of
$3,225,000 of start-up capital to sustain one full year of operation.

Total Fixed Expenses (annual): $1,500,000
Depreciation on Assets (5 Year, Straight Line): $ 320,000
Warranty on Laser Mapping System (annual): $ 125,000
Total Fixed Expenses Required for 1 Year: $1,945,000
Variable Expenses (annual): Depends on # Flight Hours

Using the figures cited in the pure service section, a company would require the following
minimum number of projects (or a combination thereof) in order to break-even:

Project Size Small (10,000 acres) Medium (100,000 acres) | Large (1,000,000 acres)

Type of Data 2’ Contour Interval 2’ Contour Interval 2’ Contour Interval

Flight Time 3.5 Hours 15 Hours 75 hours

Total Price $ 19,900 $ 84,000 $ 470,000

Variable Cost $ 7,000 $ 25,000 $ 120,000

e ibllaTte $ 12,900 $ 59,000 $ 350,000
Margin

Breakeven 151 Projects 33 Projects 6 Projects

# Flight Hours 528 hrs. 495 hrs. 450 hrs.

Note: Total cost is exclusive of ground survey required, typically priced at $1,800 per day; projects are
assumed to be rectangular in shape, with low/moderate vegetation and terrain. Deliverables are for bare
earth Digital Elevation Models (DEM’s).

These results support the conclusion that full laser system ownership is warranted if expected
project volumes exceed (at a minimum) 450 - 528 flight hours per year, depending on project
mix, and return on investment requirements.
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