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Disclaimer

The information in this document is NOT to be used in place of independent expert advice from your
legal or financial advisor or business coach.

Don't be afraid to seek professional advice. We would rather see you start up and be successful than see
you disillusioned and regretful.

The information in this document has not been specifically prepared for you. Instead, it is a generic
document we make available to the public without regard to your particular circumstances.

Every business opportunity has different pros and cons to different operators depending on their
particular financial situations, and we strongly encourage you to assess these opportunities with respect
to your personal circumstances.



- Everything you need to profit from the internet

Introduction

Almost everywhere you go you are bound to see some form of internet cafe system, whether it be coin
operated internet kiosks, traditional internet cafes, gaming cafes, wireless hotspots, or in-room internet
in your hotel room.

While it can be a very easy way to generate very solid financial returns, it can also backfire if you do not
choose the correct systems or business model. If you adopt the right approach, and listen to the advice
of industry experts, then you will almost definitely succeed. But just as equally, if you attempt to cut-
corners, purchase second-rate equipment, or proceed with the wrong business model, then you will
almost certainly fail.
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This document is aimed at individuals who are considering starting or purchasing an internet cafe
business and who do not have previous experience in the internet cafe marketplace.

The information in this document is here to help you through the process of setting up your own internet
cafe business, with tips and pointers from initial planning through to daily operation.

This document provides very generic and broad advice and tips, and is designed to help you determine
whether an internet cafe is suitable to you, and the type of internet cafe business model and systems
that would suit you and your market.

The business model which will suit you best comes down to your personal goals and how much
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of additional products and services?

We had to laugh when someone asked us why we were revealing these "trade secrets"... To us these

aren't trade secrets - they are all common-sense, logical tips. What we regard as trade secrets are on a
much deeper and technical level, which we keep for our growing family of paying clients and customers.

Next step...

In addition to this document, there is a lot more general information available on our website ¢ see
http://www.arinda.com.au/ for more information.

We also have Internet Cafe Entrepreneur training course specifically for people who are entering the
internet cafe industry and who want to learn about all the different possible business models and
systems.

Early in 2010 we will also be launching a new licensing program, which is similar to a franchise model
except that you operate under your own business name and branding, and gives you all the training you
need to identify opportunities and hit the ground running.

We sincerely bpe that this information helps, and we look forward to working with you to build your
new internet cafe bugess!
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What is an internet cafe business?

There many different types of internet cafe businesses. 2 S dza S G KS GSNY a&angld SNy S
form of paid or metered public internet access system

There are numerous types of internet cafe systems and businesses, including:

+ Traditionalinternet cafe

The traditional internet cafe has multiple user terminals
(often 20 or more) setup in a commercial retail space, with
a staff member taking manual payments. Most traditional
internet cafes have fairly cheap, low-spec computers, which
are often simply left installed on a desktop with minimal
physical security. These internet cafes usually also offer
add-on services such as faxing, photocopying, laminating,
CD/DVD burning, phone calls, food and drinks, and much
more.

The location of this type of internet cafe is critical to its success, so choice of premises is
important. Staffed internet cafes usually earn more than un-staffed sites because you can on-
sell other services and products, but then you have the added cost of labour, and the added
stress of finding and managing staff.

+ Gaming cafes
Gaming cafes often have 30 to 50 user terminals setup in commercial
retail space. These are almost always staffed, and often run gaming
competitions and tournaments with cash or other prizes. Gaming cafes
have to keep pace with new game releases, and must use higher quality
computers and perform regular upgrades and updates. Gaming users
tend to have a high level of computer knowledge, and will often test the
software security and attempt to hack systems to bypass billing and file
security. Gaming cafe users are also highly price sensitive, and will travel
out of their way to use a gaming cafe with better pricing or newer games.

+ Self-serveinternet cafes
These are usually fully-automated setups with 10 to 30 user
terminals and one or two fully-automated self-serve pay
stations. This type of setup is often found in shopping centres,
large airports, cinemas, and other locations with high passing
foot traffic. These sites are unmanned, so the systems are fully
automated. This means you avoid the ongoing costs of staff
flro2dz2NE o6dzi Ad |faz2 YSI yaddede
services like laminating, DVD burning, etc. Choice of location is
critical, as too is the design of the furniture to both maximise
security and to meet the approval of each centre management.
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<+ Standaloneinternet kiosks

Another popular business model is the single or double
terminal internet kiosk. These units are standalone, and
usually have a built in coin acceptor for a self-serve model,
or can accept codes or tickets for a staffed model. These
units can be found in almost any public place, or within
hotels and resorts.

One advantage of the standalone internet kiosk business model is that it allows you to spread
your investment over multiple sites, and hence over multiple industries and demographics, and
thus reduce your risk. For example, rather than having 20 terminals in a single shopping centre,
you can instead have 20 terminals installed across various hotels, resorts, caravan parks,
airports, and so on.

Information and advertisingbasedkiosks
Similar to a standalone internet kiosk, you can also run information kiosks

which can provide free access to a certain select range of websites. This is
most commonly used in information centres or as a product showcase, and is
ideally used in a business model by selling advertising space.

Wireless hotspots
Wireless hotspots are a booming growth area. A wireless

hotspot is a device that lets you provide internet access to
customers who have a laptop, iPhone, iPod, PSP, certain mobile
phones, or other WiFi enabled devices. A hotspot therefore
allows you to sell wireless internet access to customers who
want to use their own laptop or mobile phone.

HotSpots are often found in resorts, restaurants, function centres, train stations, airports,
libraries, coffee shops, bookstores, fuel stations, department stores, supermarkets and other
public places. These systems can be fully-automated for 24/7 operation with on-line credit card
payments, or can be set to use tickets or codes issued manually by staff. You can even use them
to provide free internet access for a set period of time or download.

DSLAMSs anchiroom internet systems

It is also possible to deliver internet access to the rooms of a building by sending an ADSL signal
down the telephone lines to each room using a device known as a DSLAM. This means that you
can easily provide broadband internet to every room of even the largest high-rise building. This
is ideal for hotels, resorts, aged-care facilities, student accommodation, retail apartment
buildings, or even office blocks. These systems are not cheap, but provide a very stable and
reliable solution, usually with very high levels of return.
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Know your potential customers
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The type of customers your internet cafe business will attract obviously depends a lot on the type of
environment and location in which it is installed. For example, a wireless hotspot in a 5-star resort will
attract very different users to a coin-operated internet kiosk in a youth hostel.

It is important that you know your customer base and what they are looking for.

Categories of users

Here is a brief list of typical internet cafe users, in order of their typical spend at an internet cafe:

[enti enci et B et ant i

backpackers

tourists and travellers

business men and women

school children, young kids and teenagers

local residents without a home PC

workers from near-by businesses on their lunch break

Statistics and Demographics

There is little reliable statistical information on typical internet cafe user demographics in Australia.
However, our surveys indicate the following insights:

i

users are predominantly aged between 15 and 45

the highest usage is by 19 to 30 year olds

most internet cafe users have broadband internet at home (yes, it may be surprising to some
people, but most internet cafe users have internet at home but still need to use an internet

cafe or wireless hotspot when away from home)

a large proportion of internet cafe users are students, travellers or unemployed

the peak demand is usually at night, from about 6pm through to 10pm

most internet cafe users are one-off or irregular users, whereas most gaming cafe users are
regulars

the top 3 reasons for using an internet cafe are: 1) email, 2) surfing the internet, 3)
chat/social networking

a large majority of users indicate that internet cafe services such as printing, burning CDs,
accessing their digital camera, and accessing USB memory sticks are highly desirable
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Each of the different customer types listed above have different wants and needs. Therefore you either
need to cater broadly for all of them, or specifically for the market in your area.

i

Backpackers, tourists and travellers

These are the highest spenders in internet cafes. Usually they just want to send emails
home, or plan the next leg of their trip. The more advanced users in this group will upload
photos from their digital camera, and make phone calls through Skype or other VolP
products. This market segment will usually use the closest internet access point to their
accommodation, and are not overly price sensitive, but they will want to be comfortable
because they also spend more time at the terminals per session than any other group.

Business people

Business people will expect to use a business centre type setup, with word processing, file
transfers, spreadsheets, printing, and ideally faxing. If this is your primary market segment
then you should also consider a coin-operated photo-copier, a scanner, and a CD/DVD
burner. These customers want a reliable system with minimal fuss - they won't accept
excuses. This means they are also the most fussiest and difficult of all customers, but they
will pay top dollar for a quality service.

School children, yong kids and teenagers

This group will want games, and are unlikely to spend very much, but will stay for hours if
they can afford it. Many parents use internet cafes and internet kiosks as a form of baby-
sitting or child-minding, and this gives an angle you can use to your advantage.

Most highly-demanded features

Customers want a system that is easy to use, and packed full of features. Our Surf Easy internet cafe
software is designed to allow users to do everything they want to, while also ensuring maximum security
and protection of your setup.

Here is a list of what most people will want in an internet cafe business:

QAAAQAAQAQAAAQAQAQRQ

High-speed internet access

Access to popular websites such as YouTube, Facebook, Twitter, MySpace, Google, etc
Access to webmail services like Hotmail, Live, Gmail, Yahoo Mail, and others
Chat programs like Live Messenger, Skype, ICQ, AIM, and others

Office products like word processing, spreadsheets, and picture editing
Printing

Headphones with microphone

USB access for memory sticks, digital cameras, iPods, etc

Games and links to online gaming web sites

Photocopying and scanning

CD and DVD reader and burner

Faxing

Food and beverages
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Payment Systems & Billing Modes

Our Surf Easy products offer a range of methods to accept and process payments from your customers.
There are also many options for allowing customers to retain and transfer credit.

Payment Methods
There are many methods available for accepting payments from customers, including:

Coin or note acceptor on each internet cafe user terminal

A self-serve payment station with coin or note acceptor

Online credit card billing

Manually at a cashier or point-of-sale device for cash

Free internet access using access codes manually issued to customers

X X X X X

Billing Modes

As well as different methods for physically accepting the customer payments, there are also many
options for how internet access purchases are issued to the user, and how long they are valid for. Here
are some of the options available:

x  Prepay vs PosPay
Pre-pay works where the customer has to purchase time before accessing the internet. This can
be automated (through a payment station, coin/note acceptor, or credit card system) or it can be
staff based for manual cash payments. The pre-pay method is the recommended solution.

Post-pay works where the customer enters your business and goes straight to a user terminal,
uses the system for as long as they want, and then when they are finished they come to the
counter and pay for whatever time they used. Our software will track the user's time and bill for
you, along with printing charges. Post-pay obviously requires

& o fﬁ £ Start

Customer enters Customer proceeds Customer presses
your business direct to user terminal Start button

& ¢ it @

Customer proceeds Customer ends Customer surfs
to cashier register their user session the internet, etc

. ‘ .’
2y
Staff member Customer leaves
Customer pa\ :
reads or prints bill pays your business

99% of all internet cafe systems work on a pre-pay basis, where users have to buy time before
they use the system. The main reasons for this are to prevent walk-outs (customers who leave
gAGK2dzG LI @Ay30 FYyR G2 LINB@Syid RA&LIziSa
being charged). Post-pay billing is available, but is not recommended.
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http://www.arinda.com.au/surfeasy.asp
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x  Timeto-finish vs Accumulation
Time-to-finish billing means that if the customer purchases 1 hour then their time will run out in
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For example, 3 hours purchased at 3pm will run out at 6pm.

With the accumulation billing mode, time only counts down as it is being used. So if the user
buys 1 hour and uses 10 minutes now, then they can come back and use the remaining 50
minutes at any time of their choosing. This is great for building repeat business, and for
encouraging users to buy more time. You can also set a maximum number of days over which
the time can be used.

x  SingleUse vs MultiUse
Internet access plans can also be single-use or multi-use. In single-use mode, the user can only
access the system once, and any unused time is forfeited when they logoff. With multi-use
mode the customer can logon and logoff as many times as they want until their time is used or
expires.

Our Surf Easy Internet Cafe softwaend wireless hotspotare some of only a
few products in the world that can support all these paymeaptions

Coin and note acceptors on each user terminal

One of the easiest and most popular methods of taking payment is to use a coin and/or note validator at
each user terminal. This allows unattended sites to securely take payments directly at each user
terminal, and thus means you can do away with expenses such as staff and extra payment stations.

However, these units do add to the final cost of the terminals, around $500 for each coin validator and
around $880 for a note validator. Nonetheless, they do result in a highly automated method of
operation that is incredibly simple to run.

Coin-operated terminals also usually have higher revenues because the customer can more easily buy
time by simply inserting more coins right at their terminal, without having to leave their sear.

& o f >Fc

Customer enters Customer proceeds Customer inserts
your business direct to user terminal coins or notes

QA o
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Customer leaves Customers time Customer surfs
your business counts down the internet, etc
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Will you employ staff?

Do you want an automated setup, with no staff involvement, or will your site be manned/staffed? A fully
automated site means lower overheads and higher profits. But it also increases the security risk, and
puts distance between you and your customers, so you will need to make a greater effort to keep a hold
on the pulse of your business.

Having either a self-serve model or staff gives you the ability to have time away from the premises, and
leave the day to day stresses to your staff to handle. However, having staff means managing staff,
rosters, payroll, income tax, superannuation and higher overheads.

At Arinda we specialise in building fully automated systems. We also have training programs available
for your staff to ensure they provide a quality service to your customers.

Games

Offering gaming on your internet cafe terminals can be a huge success, or a huge failure. It is important
to get the right mix of games for your clients, and you must stay on top of the latest game releases and
have your finger on the pulse of popularity.

The key thing to watch for with gaming is the licensing. Games that you buy retail off-the-shelf will come
with the standard licence for personal use only. These standard licences specifically prohibit you from
using them in an internet cafe. Thus you have to purchase the correct commercial licence to use the
software in an internet cafe environment. The easiest way to do this is to go through Cafe Games
Australia and their Steam program for internet cafes. You simply pay them a small monthly subscription
(minimum of 4 PCs) and you then have access to about 30 games you can run in your internet cafe.

Also keep in mind that gaming cafes attract a different type of users. Gaming customers are often very
computer savvy, and will try everything they can to bypass your internet security and billing system.
That is why it is so vitally important to use quality software like Surf Easy to manage and secure your
gaming terminals.

Gaming also requires you to have higher spec machines, which means higher setup costs. We
recommend gaming terminals have at least 2GB of RAM, a Core 2 Duo processor of at least 1.8GHz, a
150GB HDD, and something like an NVidia GeForce 8500GT graphics card.
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Computer Hardware
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As far as the exact computer systems themselves, remember that users will want and expect what they
are used to using at home or in the office. Standard PC terminals are always coming down in price, and
standard equipment is easily replaced. Small-form-factor PCs are great for tight spaces, but they usually
suffer from overheating and can be expensive to get repaired.

Stick with a known and proven brand, such as Dell, HP, and Compag, because they have the most reliable
components, the components are built for compatibility, and most importantly, drivers are always
readily available. "Corner shop" computers from unknown manufacturers often have inferior parts, and
drivers can be near impossible to find when needed. We highly recommend Dell for their consistent high
quality, reasonable pricing, and fantastic warranty.

You can get away with second-hand equipment, but the risk is that without knowing the full history of
the machine it is hard to predict reliability or anticipate repair costs. However, it is possible to purchase
a warranty for second hand Dell computers. If you buy second hand PCs make sure that a valid Windows
licence is included (there should be a COA or Certificate of Authenticity).

Avoid Celeron and AMD Sempron CPUs. Although cheap, there is a marked and noticeable speed
difference which the user will find frustrating when they are paying for their time on the system.
Remember your goal - to attract and retain customers.

Consider your target market. Are you building gaming machines? A business centre? Or just an internet
browsing terminal? Your target market helps you determine the type of software you will need to run,
and hence the type of hardware you will need to use.

Make sure you get enough "bang for the buck" to future proof your hardware. There is no point buying
hardware today that will not run software released a few years from now, otherwise you will only end up
having to upgrade your hardware. You need to find that balance between price and performance. At
present, we feel this balance currently lies in a basic Core 2 Duo with 2GB RAM.

Network Setup

Setting up your internet cafe network is reasonably straight forward. Surf Easy products do not require
you to run your own local servers, so you can easily build your network much like a standard home
computer network.

Remote Self-Serve Cashier Remote Remote
Access @ automated payment terminal Access [== Access |
Vi s ues credit codes - J—
/ 4
Cashier

\] e Internet Modem/ﬂouter e Internet Modem / Router e Internet
Printer Hub/ ‘ N s
\ S e N l B
» S— ! T s E
4 - ) Print S Print
em S5 o | S w P o

[User Terminal s User Terminal Wireless User Terminal

e Coin or note
User Terminal User Terminal HotSpot User Terminal &2{({; valicator  User Terminal % if
Userterminals run Surf Easy Desktop AEC LAY
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Management Software

What internet cafe software should you use? Surf Eag of course!!!

At the end of the day, system useability will determine the long term success or failure of your business.
And you get what you pay for.

There are many free and cheap software products out there for internet cafes. But you have to realise
that there is a reason why they are free. Even the most charitable organisation, with the best of
intentions, must collect revenues in some form in order to cover costs associated with development,
marketing and support. |  LINP RdzO( Q& ohiN#ks@be. Ad | NBFE SOGA

An example: We quoted a gentleman on providing our software for a new internet cafe
being setup with 30 terminals in the heart of Sydney. A few weeks later we heard back
from him saying that he had found some free software on the ietesind was using that
instead. No problemseach to their own. About 6 months after he opened he called us
again and said that he now wanted to go ahead and install our software because he was
seriously unhappy with the free software he had been runniRgis gentleman had spent
$100,000 on setting up his internet cafe, but then slobiinged himself on the software

and ending up paying the price of unnecessary stress, and had lost customers in the
process. Today, with our software now running hisrirvgecafe, he is able to look back

and laugh at it, but it still proves to be a valid lesson for others.

You wouldn't buy a new Ferrari and put a cheap 4 cylinder engine in it, so avoid making the same
mistake with your internet cafe software selection.

We've read a lot of poor advice on the internet recommending internet cafes run Linux, Citrix dummy
terminals, and other variations along these themes. They emphasise the perspective of the internet cafe
operator, and disregard the user experience. The end result is that users come once and never return
because they are not familiar with the environment and feel that they have just spent their cash and
time having to learn a new system.

The more familiar the environment is to the user, and the more they can do on the terminal, the more
comfortable they will feel and the longer they will spend on your terminals.

Therefore our advice is to stick with Windows, and use internet cafe software that simply controls access
to the Windows Desktop, rather than a program that replaces the Windows Desktop. Not only is this
more familiar to the user, but it is also opens up more programs and software for the users.

Our Surf Easy Desktop Edition handles all the security protections, billing, accounts and networking
communications.
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Furniture

As far as fixtures and fittings, pay close attention to local council requirements. For example, Internet
cafes in Sydney City now have to provide customers with lockers or other secure storage space for users
to store their personal belongings to help reduce snatch and grabs. The police will not approve your site
in the Sydney CBD unless you provide this.

Also, you will probably have to provide at least one wheel-chair friendly terminal. But all of that depends
on your particular council, so it is best to consult them earlier in your planning.

Pay close attention to security. Bolt everything down, and attach security cables to your monitors and
PCs (even if they are bolted down).

Make sure that your PC housing is well ventilated, which is best achieved by installing ventilation grids
and electric fans.

Good surge protection is essential.
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Financials - Capital & Returns

How much does it cost to setup?

The capital required to start an internet cafe business depends on exactly what you choose to setup, as
there are a lot of variables. A single wireless hotspot can be deployed for less than $800. A standalone
internet kiosk can be deployed for around $4000 to $5000.

A typical 20 terminal setup costs around $100,000 including all your legals, bond, fitout, design, etc.
Basically it depends on your business model, number of terminals per site, options (webcams, printers,
headphones, games, etc) and so on. Typically allow around $5000 per terminal all inclusive. It is also
possible to use second hand equipment.

For a revenue and costing calculator please see our website for & { S dzLJ / 2 & ( Prdjegfien
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Ongoing costs

Your main ongoing costs are: the Internet connection which ranges from $50 per month to $310 per
month depending on the number of PCs; telephone line rental ($34.95 per month); electricity (50c per

PC per day); rent/lease or profit share commission; printing toner and paper (cost price 6¢ to 10c per
page printed for which you can charge 20c to 30c per page); equipment depreciation; advertising.

Insurances

Very few operators worry about insuring their hardware and equipment. Because it is deemed a

GOSYRAYI YIOKAYSE o6& Y2aid AyadNI yOS O02YLI yAS

However you must have public liability insurance. Most retail/commercial leases require $20m public
liability insurance. For the hosted/profit share model we recommend you still have at least $10m
coverage.

How much money will you make?

This all depends on your market, your operating expenses, the effectiveness of your advertising, your
pricing, your local competition, and even the time of year and weather. We have created an Investment
Projections chart to help you estimate the returns you may experience. Please see our website for
various setup cost and revenue projection calculators.

wS @Sy

a K¢



- Everything you need to profit from the internet

Internet Connection

Here is some information on the internet connection you will require for your internet service.

We highly recommend you use a reliable ISP such as Telstra Business, Telstra Bigpond, Optus, OnTheNet,

Internode, Westnet, iiNet and several others. You should avoid using discount ISPs such as Dodo, TPG,

and other providers who predominantly offer residential grade services.

Wealsorecommendd K G &2dz OK22a$S GakKlLSRE LI | yadownloddA G4 K |

limit the ISP will simply reduce your internet connection speed, rather than impose excess use charges.
This helps prevent you from receiving any nasty bill surprises at the end of the month.

For internet kiosks

For internet kiosks we recommend a speed of at least 512kbs per user terminal, and a download limit of
at least 3GB to 5GB per terminal per month.

For in-room hotel systems

The internet connection required will depend on the number of rooms connected, the occupancy rate,
and the thus the number of simultaneous users. As an industry average, 25% of occupied rooms will
purchase time on the internet system, and this usage rate is much higher where the connection is free.
We recommend a minimum download speed of 512kbs per simultaneous user.
Thus you can calculate the required download speed as follows:

Number of rooms x occupancy rate x 25% take up rate = number of simultaneous users

Number of users x 512kbs = download speed required

We highly recommend you use a Telstra Business connection on an unlimited ADSL2+ plan.

«( EVERYTHING YOU NEED TO PROFIT FROM THE INTERNET



- Everything you need to profit from the internet

Business Models & Arrangements

As well as all the different types of internet cafes and systems, there are also numerous types of business
models and arrangements that you can use to help increase returns and decrease overheads.

For example, if you already have a business (such as a hotel, cafe, or similar) and you want to add an
internet cafe service to offer your customers, then you could choose to simply buy the internet cafe
systems and run them yourself, or you could buy the systems and outsource the management and
support, or you could even approach an existing internet cafe operator, such as our sister business
Internet Here, and ask them to provide a solution on a profit-share basis with no cost to you.

If you are looking at starting a new internet cafe business then you can either go out and lease your own
space in a building or commercial site, or you can instead approach an existing business in that location
and offer to install a system in their premises on a profit-share basis.

There are also many variations of agreements that can be made to share internet connections, power
supplies, telephone lines and other services in-common with adjoining or host businesses.

The specific choice of business model and arrangements that will suit you best will vary for each location
and system. That is why we are here to help. The correct structure and agreements can often double
your returns, and can mean the difference between business success and failure.

We have years of experience in setting up over 1000 installations in many different countries, and that
experience means that we can help you determine the business model and arrangements that are going
to provide you with the best return on your investment.

We strongly encourage anyone considering starting in the internet cafe industry to attend our Internet
Cafe Entrepreneurs College, and take advantage of our experience and advice, and to also receive our
agreement templates.

There is incredibly high demand for Internet access in
locations outside the home or office, reating very
lucrative opportunities for smart players who act quickly
with the right solution.

«( EVERYTHING YOU NEED TO PROFIT FROM THE INTERNET
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Location

The key to success in the internet cafe business is the same as a real estate success: Location...
Location... Location...

How is your capital best invested?

Consider whether you would be better having 20 machines at one site, or one machine at 20 sites. How
many machines will be required at your site? You can always expand the number of terminals on a site,
whereas over investing in a site can be the difference between profit and loss. Then again, the more
equipment you buy at once the lower the per unit price you can negotiate with suppliers.

Where will you locate your internet cafe or kiosk?

Start your research broadly, and look for the best region in which to location yourself. Then narrow
down your search to a specific location. Look for surrounding tourist destinations, accommodation
houses, schools, transport hubs, and more importantly, the competition. Poorly chosen sites are not
only unprofitable, but can also invite vandalism.

What premises will you occupy?

You have a lot of options when it comes to securing and negotiating a location for your internet cafe or
kiosks. You can lease a site and have control over your own premises, or you can co-locate with an
existing business, either on a lease basis, profit share, or in return for providing the internet connection.
If you enter in to a lease be very careful to lock in any future rent rises to be specific values, rather than
being linked to CPI or subject to renegotiation. Also negotiate a rent-free fit-out period. You should
always seek qualified legal and financial advice before entering into any lease agreement. Many highly
successful businesses have end in bankruptcy due to poorly negotiated lease agreements.
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Is this the right business for you?

The first thing you need to do before you start any business venture is to determine your suitability to
the new business. That starts by investigating your motivation for wanting to enter the internet cafe
industry.

Your motivation

Why do you want to start this new business venture? Is the idea of opening an internet cafe one of
passion, or of one of business sense? Ideally it should be both. If you are passionate about starting an
internet cafe business or adding an internet cafe system to your existing business then you are more
likely to add energy and longevity to the project, but you also need to have the flexibility of mind to find
the location and correct equipment setup that makes the most business sense.

Most people want to start a business in order to earn more money, to be able to fire their boss, or to
stay at home and raise their kids. Everyone has their own reason but you have to know what this is
before you start. One thing that most people don@realize is that when you don@have a clearly defined
reason for starting a business, you are setting yourself up for failure from the start. Otherwise, what is
going to keep you motivated to help you make your business a success?

Self-Assessment
Before you go any further ask yourself these questions:

+ Are you willing to work long hours, day or night, and at weekends, mostly on short notice, if
required? Even with the self-serve systems you will have times where you may have to attend to
your sites at short notice to reboot systems, clear coin jams, restock paper, and so-on.

+ Can you handle money matters efficiently (both your own finances and other peoples)?
Internet cafes are typically cash-based businesses, meaning you have to manage your own
budgets and forward planning for tax, monthly bills, wages, rents and other costs.

+ Do you have access to sufficient capital to setup and grow your business®ith all things in
life, you get what you pay for. Your goal should always be to buy the best system you can
possibly afford rather than opting for a cheaper solution. A lot of people fail to understand this
point, and we later see their business fail as well.

+ Do you have sufficient IT knowledge or know soore who doesBe honest with your level of
computer knowledge, and understand what that means for your business. Will you have to
outsource your IT work, or can you complete it on your own.

+ Can you organize yourself and stick to a scheduléfhen setting up a new internet cafe you
basically become the project manager, and will have to juggle multiple tasks and multiple
contractors. Can you do this yourself, or should you outsource it to someone like Arinda?

+ Do you renain calm when things go wron@nd @n you manage staff and suppliers?

«( EVERYTHING YOU NEED TO PROFIT FROM THE INTERNET
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The right attitude

We are very fortunate at Arinda to be a business-to-business supplier, as it gives us the opportunity to
meet with thousands of small business operators. From this experience, it is our strong belief that the
people who really succeed in business are those with the following attributes:

someone with a positive outlook on the future of their business

someone with a écan-do€ attitude, who rolls-up their sleeves and gets the job done

someone who makes decisions quickly, and keeps momentum in their business

someone who takes responsibility for their business rather than blaming others or circumstances
someone who admits their weaknesses and is not afraid to ask questions and seek advice

above all, someone with a commitment to serve their customers. The clients who are solely
focussed on their own gain almost always fail.

FEEEEE

Technical skills

If you do not have a high level of computer skills or IT knowledge then you need to admit this to yourself
and perhaps consider signing up as a licensee, or purchasing a managed solution with outsourced
technical support.
2 Sv@met many clients who claim to have a proficient level of IT knowledge, and yet they don® even
know how to turn a PC on or how to open Internet Explorer!!! Customers, staff and even suppliers will
quickly lose confidence in an operator who clearly doesn@have a detailed knowledge of the equipment.
You can still setup an internet cafe business with no IT knowledge, but it just means you will have to
spend extra money on outsourcing your support and setup to qualified professionals. Some technical
questions to ask yourself are:

+ Do you enjoy working with computers and learning new skills?
Do you learn new skills quickly?

Do you have a logical approach to problem solving?

Do you know how to solve common internet connection dropouts?
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Can you help users who have no computer knowledge?

Take responsibility for your new business

You have to take responsibility for your business. Many new operators buy all their systems, set them
up, and then forget about actually working to build a business.

Many internet kiosk manufacturers market their terminals with phrases like "passive income”, "work
when you want", "business in a box", and more generally as "investments”. Be careful! Owning an
internet kiosk, wireless hotspot, or internet cafe means you own and operate a business, and like all
other businesses it needs a professional and business-like approach. A business will only succeed if you

can supply a quality product or service which is in demand by customers. To achieve this requires careful
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thought and positive action. The financial reward your business makes will be in direct proportion to the
energy and attention you put into it.

If you are looking at purchasing an existing business then look out for inflated profit projections. There
are few reputable statistics available in Australia on internet cafe revenues, so you should thoroughly
check out the basis of any figures given. Yes, it is true that a top internet cafe site can earn you $5000 a
week, but a poor site can also cost you lots of money.

The facts are that a computer which runs 24/7 will eventually need attention and maintenance;
eventually some user will attempt to 'hack' your system; eventually some user will damage your
equipment, whether intentionally or accidentally. Markets change, and a location or site which is highly
profitable now may not stay that way without your continued input into the day to day operations. After
almost a decade in the industry we have seen it all.

Automated and unmanaged internet cafes can work well and be a profit gold mine, but you need to stay
on your toes, monitor your business, and be prepared to attend to the site at short notice should it need
attention.
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Warranties
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Specific warranty information for each product can usually bS F2dzy R 2y (GKS YI

Most hardware is covered by a 1 year, back to base warranty. All coin and note validators are not
covered by a warranty, but they have very low failure rates, and if required the manufacturer can repair
faults for a small fee by return shipment.

Please note that most warranties do not cover failures caused by power surges, lightning strikes,
blackouts, or other power related causes. We encourage you to ensure that your business insurance
covers you for those types of hardware damage and failure.
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sent back to the manufacturer or their local approved repairer for their diagnosis and repair. Please note
that this process may take weeks to complete. Please note that you will usually be responsible for any
shipping costs in returning the faulty hardware to and from the manufacturer or repair centre.

In the event that you experience a hardware failure you should first contact Arinda who can assist with a
technical diagnosis to help you identify the cause of the fault. Arinda can assist you in contacting the
relevant manufacturer and in arranging the return shipment for repair. Arinda can also provide some
hardware on a short-term rental basis to replace the faulty equipment while it is being repaired.

Satisfaction Guarantee

Arinda provides a 30 day, money back satisfaction guarantee on all of its Surf Easy products. See our
website for more information.

gTISFACTION GUARANTEE))
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About Arinda

Arinda Holdings Pty Limited, trading as Arinda Internet, has quickly grown from its conception in 2002 to
become the largest supplier of Internet Cafe systems in Australia, with over 1000 installations currently
operating in Australia, New Zealand, UK and USA, predominantly in the hospitality and tourism
industries.

Current clients include McDonalds, BP Service Stations, SPAR Group Australia (preferred supplier),
Marriott, Mirvac, Vodafone, CitiGate, YHA youth hostels, Gold Coast City Council, Westfields, Gloria
Jeans, Best Western, Comfort Inn, Brisbane Broncos Leagues Club, numerous local city councils, and
hundreds more.

In addition to these clients, Arinda also has a network of licensees, distributors and resellers. In-fact,
Arinda actually supplies many of the other internet cafe operators and competitors, making it the largest
supplier of internet cafe systems and internet billing solutions in the southern-hemisphere.

In addition to selling and leasing these systems, Arinda also owns and operates its own internet cafe and
wireless hotspot sites throughout Australia, mostly co-located in hotels, resorts and cafes.

Arinda has sold over 1000 Surf Easy hotspots, in-room, and internet cafe licences in 5 countries.
Surf Easy products are currently selling over 5 million hours of internet access per year,
generating over $3.1 million per year in gross revenues for their owners/operators.

Arinda develops all of its software titles in-house, and with over 13 years experience in designing
software and IT solutions for businesses, Arinda is well placed to quickly respond to new and emerging
technologies. Arinda is also an authorised Dell Channel Partner, an authorised Netcomm dealer and
installer, a Cisco Partner, a Microsoft Partner, a Telstra Dealer, and a broadband internet service provider
through the Optus network backbone.

Arinda developed its Surf Easy Internet cafe software in 2002, and since then has produced a whole suite
of software to provide the most user-friendly, feature-rich, robust, and secure internet cafe software
available in the market. More recently we have also developed custom solutions tailored to specific
client's needs for training systems and touch-screen information systems.

Arinda has a fantastic reputation within the industry, with many clients moving to Arinda away from our
competitors. Arinda prides itself on its level of support, and is the only supplier within Australia to
provide the full range of internet cafe and wireless internet systems.

Our award-winning Surf Easy software titles can run anything from a single coin-operated terminal right
through to a large self-service gaming cafe. Our software can automate internet cafe management to
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the point where even large internet cafes can be left to run through a self-serve system that does not
require staff or supervision, and which can be managed remotely over the internet from anywhere in the
world.

Arinda was recently awarded the Australian Telecommunications User Group (ATUG) award for
Innovative Broadband Solution, primarily in recognition of our market-leading internet billing solutions.

Our software offers a highly-configurable platform, which can work in pre-pay or post-pay payment
cycles, via any combination of coins, notes, credit card, pre-paid cards, credit codes, or user accounts.
The software can be configured for manual or automatic payment processing, in a managed or
unmanaged (self-serve) environment.

The philosophy behind our products is to provide users with a system that they are already familiar with,
and on which they can do as much as they like, while also protecting personal information and
minimising ongoing system maintenance. To achieve this, we use a standard Windows Desktop and a
combination of security measures which results in the user being able to download and install any
software they like during their user session, but which is fully erased and reset when the terminal
reboots.
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arinda.com.au
sales@arinda.com.au
1300 882 780
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