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Ancillary Income

The telecommunication industry can provide additional revenue for property owners.

A lways searching for new means
fh, tO increase their funds from op-
Aeration, real estate property own-
ers have the opportunity to become the
primary benefactors of the recent explo-
sion in the telecommunication industry.
These opportunities include the genera-
tion of new revenue and net income to
the property owner through telecom-
munications equipment placement and
telecommunication service access to ten-
ants.

In 1997, the number of both analog
and digital wireless telephone sub-
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scribers was estimated at more than 50
million, and it is expected to surpass 90
million by the year 2000 and 125 mil-
lion by 2004. Prior to the Telecommu-
nications Act of 1996, the Federal Com-
munications Commission {(FCC) had
awarded licenses for duopolies in each
cellular territory, limiting competition in
each market to two service providers. It
is estimated that these cellular compa-
nies invested more than $33 billion to
create the infrastructure for ground-
based wireless systems.

As a result of the FCC’s recent deci-
sion to open up each cellular market to
as many as eight competitors, the wire-
less companies have had to accelerate
the pace at which they are developing
their networks to beat their competition
to market. Combined with the indus-
try’s transition from analog to digital
technology, there will be a substantial
ramp-up in infrastructure spending in
the next five years.

Already, billions of dollars have been
spent to acquire these additional licens-
es, and wireless companies are expected
to spend billions more to create the in-
frastructure that will support large-scale
digital networks.

What does all of this mean to the

property owner$ In particular, what does
this mean for shopping centers and
malls¢

A large portion of the infrastructure
spending will be for antenna deploy-
ment. In addition to the change in tech-
nology, supporting digital networks —
now the industry standard — requires
telecoms to deploy two to four times
more antennas than were required with
the original analog cellular systems. Io
provide this coverage, wireless PCS com-
panies must deploy more than 150,000
new antennas between now and 2000.
With the industry average for antenna
placement and rental paid to property
owners approaching $1,000 per month
per installation, this amounts to $1.8 bil-
lion in potential antenna revenue.

Furthermore, new wireless technolo-
gies are constantly being developed and
brought to market, recreating an ever-
growing need to deploy new types of
antennas. Such recent technological de-
velopments include ESMR (enhanced
specialized mobile radio), LMDS (local
multi-point distribution sexvice), wire-
less local loop telephone and data, wire-
less cable TV and ricochet wireless com-
puter data networks. Many of the tele-
coms developing and offering these ser-
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vices have newer antenna networks

they are looking to quickly expand. All
of this will translate into additional rev-
enue for the property owners who seize
these telecom opportunities.

In the mid 1990s, wireless telephone
technology, with its ever-expanding
menu of services and the demand for
greater bandwidth (a relative range of
frequencies that can carry a signal with-
out distortion), created the environment
for real competition to the regional Bell
operating companies (RBOCs). Thus,

the competitive local exchange compa-
nies {CLECs) were born.

The CLECs provide local telephone

service with more bandwidth and
greater transmission speed than the
RBOCs’ existing copper wire line sys-
tems by using wire-lined fiber optic
ground-based and/or microwave anten-
na networks. As a result, there are wired
(tiber optics cable) and wireless (mi-
crowave) CLECs. Both must obtain ac-
cess rights into buildings in order to
serve their customers. In addition, the
microwave (wireless loop) providers
must have antenna networks.

Because of the formative stage and
competitive nature of the CLEC market
segment, the CLECs are now aggres-
sively seeking property access. Here we
come to the answer to our question:
What does all of this mean to the prop-
erty owner, specifically the shopping
center owneré You may have heard of
CLECs targeting multi-tenant otfice
buildings to deploy their networks and
paying these property owners rent to
install their systems. In addition to the
initial rapid demand for office proper-
les, we have seen apartment properties
sought out by CLECs, Internet, wired
and wireless cable TV providers.

The opportunities go beyond anten-
na placement and access rights, espe-
cially for shopping centers. Retailers are
now benetiting trom new technology
called microcells.

PCS providers identified that they
were losing air time as a result of a cus-
tomer’s inability to use their wireless
phones inside enclosed malls, theaters,
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convention facilities and office build-
ings. These microcells, which are the
size of a small cabinet, can be camou-
flaged easily inside a property. Micro-
cells pick up a PCS signal within an en-
closed structure and then relay the sig-
nal to a rooftop installation, which in
turn sends the signal to the wireless
networks.

Numerous retail REITs, such as The
Taubman Company and The Rouse
Company, and other mall owners are
now taking advantage of these oppor-
tunities. In addition to rent paid by the
wireless carriers, which can range from
51,000 to $3,000 per month per prop-
erty, carriers in some instances will pay
to gain access to these properties.

Some large real estate owners have
created entire divisions to identify
telecommunications revenue opportu-
nities, market their properties, and ne-
gotiate individual deals with telecoms.
More often, however, real estate own-
ers such as Stmon Property Group and
Urban Retail Properties are turning to

companies like U.S. RealTel, Inc. to mar-
ket entire portfolios to telecoms. In ei-
ther case, it is clear that the significant
income-generating opportunity present-
ed to the real estate community is one
that should be considered caretully:.

With the constant inftlux of new
telecommunications companies that
must acquire sites to build their sys-
tems and the ever-changing nature of
the industry, new and lucrative oppor-
tunities are fast becoming available to
property owners. While the income de-
rived will never take the place of a real
estate owner's core business, we must
recognize the added revenue opportu-
nities that are available and the added
value to properties that the telecom-
munications boom has created for the
owner. SCB
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For more information, contact

U.S. RealTel, Inc.
at (312) 920-1500
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at www.usrealtel.com
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