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Disclaimer

This work was funded in whole or in part by the Federal Railroad Administration, US Department of Transportation
under U.S. Government Grant FR-TEC-0003-11-01-00, and is therefore subject to the following license: The
Government is granted for itself and others acting on its behalf a paid-up, nonexclusive, irrevocable worldwide license
in this work to reproduce, prepare derivative works, distribute copies to the public, and perform publicly and display
publicly, by or behalf of the Government. All other rights are reserved by the copyright owner.

By downloading, using, or referring to this document or any of the information contained herein you acknowledge and
agree:

Ownership

This document and the information contained herein are the property of Meteorcomm LLC (“MCC”). Except for the
limited rights granted under the above license, you obtain no rights in or to the document, its contents, or any related
intellectual property all of which are the property of MCC.

Limited Use and Non Disclosure
This document is protected by copyright, trade secret, and other applicable laws.
Disclaimer of Warranty

This document and all information contained within this document or otherwise provided by MCC, and all intellectual
property rights within, are provided on a an “as is” basis. MCC makes no warranties of any kind and expressly disclaims
all warranties, whether express, implied or statutory, including, but not limited to warranties of merchantability, fithess
for a particular purpose, title, non-infringement, accuracy, completeness, interference with quiet enjoyment, system
integration, or warranties arising from course of dealing, usage, or trade practice.
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Disclaimer

Assumption of Risk

You are responsible for conducting your own independent assessment of the information contained in this document
(including without limitation schematic symbols, footprints and layer definitions) and for confirming its accuracy. You
may not rely on the information contained herein and agree to validate all such information using your own technical
experts. Accordingly, you agree to assume sole responsibility for your review, use of, or reliance on the information
contained in this document. MCC assumes no responsibility for, and you unconditionally and irrevocably release and
discharge MCC and its affiliates and their respective officers, directors, and employees (“MCC Parties”) from any and
all loss, claim, damage or other liability associated with or arising from your use of any of the information contained in
this document.

Limitation of Liability & Disclaimer

This document is disseminated under the sponsorship of the Department of Transportation in the interest of information
exchange. The United States Government assumes no liability for its contents or use thereof.

In no event shall MCC or the MCC parties be liable for any indirect, incidental, exemplary, special, punitive, or treble or
consequential damages or losses, whether such liability is based on contract, warranty, tort (including negligence),
product liability, or otherwise, regardless as to whether they have notice as to any such claims.

Any opinions, findings, conclusions, or recommendations expressed in this publication are those of the author(s) and do
not necessarily reflect the view of the Federal Railroad Administration and/or U.S. DOT

Trade or manufacturers’ names any appear herein solely because they are considered essential to the objective of this
report.
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Disclaimer

Hazardous Uses

None of the information contained in this document may be used in connection with the design, manufacture or use of
any equipment or software intended for use in any fail safe applications or any other application where a failure may
result in loss of human life or personal injury, property damage, or have a financial impact or in connection with any
nuclear facility or activity or shipment or handling of any hazardous, ultra hazardous or similar materials (“Hazardous
Uses”). MCC disclaims all liability of every kind for any Hazardous Uses, and you release MCC and the MCC Parties
from and shall indemnify MCC and the MCC Parties against any such liability, including, but not limited to, any such
liability arising from MCC'’s negligence.

Copyright and Trademark

Meteorcomm® and ITCnet® are registered trademarks of Meteorcomm LLC., and may not be used without express
written permission of Meteorcomm LLC.

Trade or manufactures name may appear herein solely because they are considered essential to the objective of this
report. The United States Government does not endorse products or manufacturers.

Document Number: 00002385-A

9/16/2012 © 2012 Meteorcomm LLC. All Rights Reserved. 4



_ = METEORCOMM LLc
Agenda

 Background
* Principles
o Allocations
— Radio Hardware Pricing
— Radio IP and Messaging IP
e Approach
— IP License Fee
— Annual Fee
« Total Volumes
* Indicative Fees
— |IP License Fees
— Annual Fees
Questions

9/16/2012 © 2012 Meteorcomm LLC. All Rights Reserved. 5



Background

* In 2010, the four largest U.S. RRs acquired MCC and its existing
Intellectual Property (IP) to develop PTC communications hardware
(HW) and software.

« MCC'’s net investment in PTC radio and messaging and IP could
reach $250MM by the end of 2015:

— Net of $21MM FRA grant.
— Through 2012: $175MM.
— Average 2013-2015: $20MM - $30MM/year.
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Background

« MCC will provide railroads with:

Radio Hardware.

Radio Licenses (to cover radio design, firmware and software
development).

Messaging (and related software) Licenses.
Fee-based professional services and extra training.

 Radio hardware can be purchased from MCC and other
independent manufacturer(s).
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Principles

 Charges are determined to result in each railroad paying its pro-rata
share of MCC'’s total net PTC development costs.

* Individual unit charges have been designed:

— So radio license and messaging license charges recover their
respective development costs.

— To result in the same economic cost between earlier and later
deployments.

« MCC'’s costs to supply (and support the supply of) Radio HW will be
recovered in Radio HW pricing, targeting full recovery by the end of
2015.

— Radio HW pricing does not include Radio IP, shipping, insurance, and
taxes.
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Principles

« MCC’s Radio HW, Radio IP and Messaging IP charges will be the
same for each RR regardless of size:

Exceptions would be for additional services or preferential order
processing.

MCC may adjust minimum charges for very small operators.

Other Radio HW suppliers are entitled to determine their own prices and
sales terms.

The resulting cost for Radio IP and Messaging IP will be the same for
every PTC participant, including MCC'’s four owners.

» Cost allocations for Radio IP and Messaging IP are structured to
economically equalize early and late adopters:

9/16/2012
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Principles

« MCC is offering fee-based Training and Professional Services at
market rates.

* Intotal, each RR will contribute its pro rata share of MCC's
development costs regardless of MCC ownership structure, RR
scale and their timing of implementation.

« MCC will strive to limit the frequency of changes in Radio HW
pricing, and to annually adjust each year’s Radio IP and Messaging
IP charges to support RR budget planning.
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Allocations - Radio HW Pricing

 RRs may purchase radios from MCC or any MCC-supported
manufacturer.

 Radio HW distributed by MCC will be priced to recover its
manufacturing support costs by the end of 2015.

e Other Radio HW manufacturers are charged a fee to cover
MCC’s support.

* Radio IP Licenses must be purchased prior to or concurrently
with Radio HW shipments.
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Allocations - Radio IP and Messaging IP

« MCC will recover its Radio IP, Messaging IP costs through
charges for initial Licenses and required Annual Fees per

License.

» License charges will escalate to cover MCC'’s Cost of Capital
and IP improvements covered by Annual Fees:

— Radio and Messaging IP License charges are established for
transactions through 2013 and set to recover MCC'’s related net
costs through 2012 and the Annual Fee equivalent for 2013.

— Anticipated License charge rates are established through 2015.

— May be adjusted if cost and deployment experience varies
substantially from expectations.

9/16/2012 © 2012 Meteorcomm LLC. All Rights Reserved. 12



Allocations - Radio IP and Messaging IP

* Annual Fee amounts will be determined based on MCC's actual
annual costs and revised outlooks for total industry volumes:

— Used to “true up” prior charges to result in every RR paying the
same regardless of timing.

 Payment of Annual Fee is required until related asset is retired:
— Retired usually means related HW device has been destroyed.
— Licenses may be transferred for loading on replacement devices.

— Reactivation of a license requires retroactive payment of skipped
Annual Fees.
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Approach - IP License Fee

 ARadio IP License must be acquired upon shipment of Radio HW.

— Other manufacturers will be able to present required agreements and to
collect Radio IP License charges.

* License Fees will apply to all shipped/delivered units, including
spares.

* For “remotes,” message areas will be based on the number of WIUs
and the number of locomotives:

— For railroads that have an architecture or design that is different from
the above assumption, their configuration will be converted to fit the
above assumption for pricing and purchasing purposes.
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Approach — Annual Fee

* Beginning in 2013, for each System Component, MCC will charge an
Annual Fee based on each year’s on-going costs of product
development, support, and maintenance for the ITC Communication

System

— “True-ups” from previous years for both IP License and Annual Fees will
also be included.

* |TC Communication System costs included in the Annual Fee are
each year’s:
— MCC’s PTC-related costs.
— Third-Party License, Subscriptions and Support Fees.

— The time value of invested funds recognizing commercial, technical and
regulatory risks.
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Approach — Annual Fee

 Annual Fees are due with purchase of components and
then annually.

e There is no 2012 Annual Fee: the 2013 Annual Fee will
be invoiced with the 2012 and 2013 Initial IP License
Fees.

e Within a given year, there is no pro-rating of Annual
Fees.
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Approach — Annual Fee

* For purchases made after 2012, the first Annual Fee will be
retroactive to include 2013

* Annual Fees will be established and published in Q3 of each
calendar year; invoicing will be in Q4 with a due date of about
November 30.

— Prices published with this update go into effect immediately and will be
effective through December 31, 2013. The next update will be
published in September, 2013, with a January 1, 2014 effective date.

 Annual Fees beyond 2013 are estimates.
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Total Unit Volumes

ITC System Component Total
Wayside 220 MHZ Radios 21,960
Wayside Message Areas 26,250
Locomotive 220 MHZ Radios 19,720
Locomotive Message Areas 19,720
Base Station 220 MHZ Radios 4,200
Back Office Servers 785
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Initial IP License Fees ($)

(Minimum Configuration)

ITC System Component 2012 2013 2014 2015
Wayside 220 MHZ Radios S544 S609 S682 S764
Wayside Message Areas S595 S666 S746 S836
Locomotive 220 MHZ Radios S2,720 S3,046 S3,412 S3,821
Locomotive Message Areas S2,974 S3,331 S3,731 S4,178
Base Station 220 MHZ Radios S4,896 S5,483 $6,141 $6,878
Back Office Servers * $29,741 $33,310 $37,307 S41,784

* Minimum purchase of 12 B/O Servers $356,892 $399,717 S447,684 $501,408
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Annual Fees (1)

ITC System Component 2012 2013 2014 2015
Wayside Radio License - Renewal N/A S88 S82 S69
Wayside Radio License - New Purchase N/A S88 $181 S272
Wayside Message Area (ITCM) - Renewal N/A 5136 $130 $112
Wayside Message Area (ITCM) - New Purchase N/A 5136 $282 $428
Locomotive Radio License - Renewal N/A S442 $410 S347
Locomotive Radio License - New Purchase N/A S442 S906 $1,362
Locomotive Message Area (ITCM) - Renewal N/A $681 $650 $559
Locomotive Message Area (ITCM) - New Purchase N/A S681 $1,412 S2,141
Base Station Radio License - Renewal N/A S796 S739 S625
Base Station Radio License - New Purchase N/A $796 $1,630 $2,451
Back Office Servers * - Renewal N/A $6,806 $6,501 S5,587
Back Office Servers * - New Purchase N/A $6,806 $14,124 $21,406
* Minimum Annual Fee for 12 B/O Server Licenses

(1) Fees will be updated or revised annually.
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Questions?
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