CHAPTER TEN

10.1  Profiting From Antenna Site Activities

If you've been with us to this point you aready know there are a
number of ways you can profit from antenna site activities. When you own
and operate a Site you have positioned yourself for long term and regular
income. If you are willing to speciaize a hit, there are other opportunities
waiting in the wings which utilize your personal efforts working part-time
or as afull time consultant on behalf of others.

In this chapter, we are pleased to present ten (10) scenarios which
directly relate to antenna site activities. Several of these activities are
obvious and the main thrust of the Antenna Site Operating Guide. Others
are not so obvious and may involve, in addition to what you have learned
about antenna sites, special abilities that you might also possess. It is a
pretty good bet that you are keeping abreast of current siting events and
either have some electronics or construction background in maintenance,
marketing or sales; or that you have some experience in real estate,
management or an interest in investment opportunities. This assumption is
based upon experiences with presentations and participating in roundtable
discussions on these subjects. Certain individuals aways seem to come
forward wanting more information. Unfortunately no material was available
to offer until now. Many of the questions fielded in these presentations
have served as inspiration for the preparation of this Guide and in some
cases entire chapters. So | shouldn't think I'm too far off in assuming that
some of these personalities have found their way to this chapter with similar
motivations.

You might also like to consider some additiona activities which are
indirectly related to the antenna site business, many of which qualify as
careersin their own right. The prospects for careers in ste acquisition for
example, are excellent. There are also other related jobs in the industry
which can challenge both the young and the more experienced in emerging
telecommunication occupations. There is room for a wide range of
business and sales disciplines. Then to, if your interest is in your own
business, acombination of some of these activities might also serve to assist
your goal.
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Findly, most of my truly rewarding work in telecommunications
has taken place since my retirement. It was then that | was able to select
projects of interest to me while serving a fair number of large and small
communication companies. Not having to face the prospect of a boring or
competitive career, project work seems to be everywhere and is exciting.
You get to meet some pretty nice people and the pay is good. In most
cases communication companies don't even advertise for free lancers
because not many of them are around and when they are, negotiating a job
can be a bit out of the ordinary.

If a large communication company has a small scale build-out
project they won't necessarily be motivated to hire full time employees to
task the job which when completed will usualy be abolished. Young folks
don’'t as a rule gravitate to jobs which transfer them dl over the place only
to result in layoffs when the project is completed. The use of specialized
consultants solves this problem to some degree but at a premium. A
Project Coordinator who can go anywhere, anytime on an hourly and
expense basis, i.e. no retirement nor medical benefits other than disability
and workmen’s compensation etc., is indeed a desirable commodity. It
is a great way for the semi-retired worker with communication experience
to keep up with the industry while making new contacts and sharpening
skills.

Consulting firms aso are on the lookout for interim Project
Coordinators too. In some cases they might be under a requirement from
their client to place everyone who is associated with them under a “non-
compete” or an “ideas, inventions and confidentia information” (a.k.a. hon-
disclosure) agreement. | once started working for a site acquisition
company under contract with a PCS. The work was fun the people were
great but the “paperwork” didn't catch up with me until a week or two
later. Buried in what amounted to be a full commission arrangement, (no
salary but nevertheless fair compensation) was one of the most injurious
and restrictive non-compete agreements | had ever seen. It was clear what
they wanted me to do. But to commit to the consultant’s Services
Agreement for the privilege of commissioned jobs, | wouldn’t be able to
work for anyone else in any communication capacity for several years.
Needless to say | didn't sign that one. Later | learned that al the PCS
client wanted was a non-disclosure agreement and some sort of a fiduciary
relationship between any independent contractor (me) and the consultant.
Here was a case where the consultant’s legal people, | fed, threw the baby
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(me) out with the bath water. | took another assignment and wound up
working with the same people under a different arrangement and everything
worked out just fine. Had | signed the thing it is unlikely | would have been
permitted to publicly speak, write trade articles or even author this Guide,
let alone work for aliving.

So if you plan to work with consultants be sure to define your
relationship carefully in advance. If you have local area knowledge you'll
be a valuable commodity. Be in a position to negotiate a more reasonable
relationship based upon an ethical devaotion to your employer as well as your
future value to some other company desiring your services when this
contract is over. If you are a licensed real estate agent you might already
be compliant to your employer’s fiduciary relationship. After dl, attorneys
do this frequently and conflicts of interest are pretty easy to define in their
domain. But unless you in some way actually injure your original employer
it is unlikely they would challenge your non-compete status. It is an
expensive process for all parties involved and is pretty difficult to defend
with impunity in most states. But your talents should not be stifled nor
should you be denied your future right to be able to make a living without
compensation.

Here are some typical situations based upon actual cases which will
alow you to evaluate how you might wish to proceed:

10.2 ONE - As A Single Tower Owner

You have uncovered a need which you have filled with 190" foot
self-supporting tower and a cinder block building which you constructed on
your own land. Your total cost was $62,000 of which you borrowed
$50,000. You now have six (7) tenants. An FM broadcaster, two (2)
paging companies, a 220Mhz. trunked radio system, a PCS and a Cellular
customer. Your monthly gross rental income is $4,170 or an annualized
income of $50,040. All tenants except the FM broadcaster and the
trunked radio service pay their own electricity. Your annual costs,
including taxes are $3,800 for a net income of $46,240 per year. Your plan
is to pay off the tower loan in two years leaving you approximately $19,240
of net disposable income for the next two years and $46,240 yearly after
that. All your leases are generally for five and ten years. Your antenna
site has a market value of approximately $500,000 or 10 times “multiple”.
You have two more deals in the works, a business band repeater and a
government agency which might add another $1000 of monthly revenue if
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the deals are closed. Not bad for one year of work!
10.3 TWO - As A Single Roof-top Owner

You own afour (4) story office building right dong US Route 76.
Your business dlowed you to construct the building a few years ago for
your own needs but you added several office suites as an investment in the
hopes of generating some additional income in order to pay off the twenty-
year mortgage. Y ou wondered about the siting potential of your building but
never realized what it might be until reading the Guide. Fortunately the
elevator penthouse was constructed of steel girders and there are severa
small offices on the fourth floor near the elevator which could serve as
equipment storage areas. Y ou contacted a Ste management firm who put
you under contract to represent your building with a commission of 25%.
The management company procured three accounts for you, a paging
receiver for a two-way paging company, a PCS site and microwave data
link for a long distance carrier. Your additional net revenue is $1,725 per
month for a total floor spacecommitment of 200 sguare feet. All customers
meter their own electricity. The monthly mortgage for the building is
$7,752. The net revenue from the antenna site accounts if applied to the
monthly mortgage payment would offset this amount by 22.25%. However
if the site revenue was used to pay down principal on the note an interest
savings of over $223,000 would result during the life of the loan. What a
great ideal

10.4 THREE - AsaFive Tower Option Owner

You are driving along a heavily traveled twenty-five mile stretch of
arural road not too near alarge city. You attempt to make a call on your
cellular portable and notice the signal strength is pretty low. You call
anyway but it is scratchy none the less. You know that several PCS's are
developing nearby metropolitan areas and you heard that a cellular company
may eventually want to improve its reliable coverage aong this route (just
verified by you) which it is now attempting to serve from its boomer site
on amountain top further away. So you resolve to try to find a few possible
locations along the road.

Obtaining topographical maps showing the road, you plot the

positions for several proposed towers along the way and secure options
from the property owners should a tower be approved. Zoning activities are
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not well organized in the area so you are successful in obtaining letters of
acceptance for your plan. You cost out the five (5) tower project placing
them at about five mileintervals. Y ou secure bids and run the engineering
coverages at 800 and 1900 MHz. putting it all together in a composite 99%
reliability multicolor map. You attach a written presentation and propose
severa optional lease packages which will cover your financing needs.

Site Savvy

When your portable telephone experiences lousy coverage
look around you, it might be agrest place for an antenna site.

Remember, thus far you have done no construction and pad only
the copy shop for the paper package you have developed. At this point
your promotional efforts require your meeting with the players and
convincing them you can have this system operational in several months.
If you are successful in getting two of the six or seven players who will be
developing the area, you have a plan. If you can not obtain the money to
develop the system take your options and expressions of intent and
consign them to a tower development company for a quick turnover ded.
Should you be successful in building this package for say three (3) users on
your five (5) towers, you could expect to sdl the “network” for well over
amillion dollarsin afew years.

10.5 FOUR - As a Roof-top Site Manager or a Bulk Site Landlord

You have several friends who own businesses, property and
buildings and perhaps an apartment building in the townwhere you live. You
offer to survey each of these properties and do a siting assessment study
to see if any of these properties could provide site services. Several
locations have provisions for equipment and antenna mounting areas on the
roof and show up as being fairly usable. Others are marginal but with some
owner improvement, might accommodate siting. Y ou offer to manage these
sites for a few terms to get things going and ask your associates if they
know of any other fellow building owners who would be interested in a
smilar marketing analysis.. You finaize the site surveys, develop maps and
profiles, post your site availability signs and put them into a site package
sending them to dl the current and prospective players and consultants.
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You bag several clients and implement site rentals in association with your
individua roof-top property management agreements. You figure your
contract commission for the buildings you now manage will total about
$1250 dollars a month and that your billing services, collections and
obligations to your clients will cost about $30.00 and take about one (1) hour
of your time per month. You resolve to grow your building inventory and
double your communication accounts each year for the next five years. At
the end of your five year project period your are netting approximately
$62,000 per year in commissions for your efforts.

10.6 FIVE - Asa Site Deal Broker

| have a friend who has made a business of doing what consultants
and communication companies can't always seem to do. Here is the
situation. A consultant is hired by the communication company and sets up
operation inthe area.  They hire, and bring in specialists and new prospects.
The recruits usudly have areareal estate backgrounds or are independent
contractors. After some weeks of training, the search rings are attacked
and the project gets underway. My friend has taken time to develop strong
contacts with the communication company (also likely to be consultants)
and as a result gets connected quickly with the site acquisition key
personnel.

After atime, afew of the “dogs’ pop up. These are sites where
building or land owners are reluctant to work with the site acquisition firm
or have some persondlity reservations or concerns that aren’t being
answered. Also just about this time a few staffers with the site acquisition
firm decide they are not cut out for the work leaving with some of their
projects open.  Prior to moving these projects to the B-alternate site my
friend asks if he can take a crack at them before they are abandoned.
After applying some plain old good salesmanship, he frequently winds up
brokering the dedl. The greedy site owner is usually amenable to signing
a one deal only management representation agreement (usually because
he figures he can get all the rest of the business himself) and everyone
benefits.

This application redly works. Hereiswhy | believeit is successful.
Some Site Acquisition Specidists are under strict guidelines and having little
authority to negotiate in the field. They are aso under rent ceilings
requiring approvals. Inexperienced people are thrown into the field along
with heavy site loads, expectations and performance requirements. They
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might encounter a recalcitrant or semi-astute business man. Time goes by
with no deal. Soon a back log develops. They figure if its going to take too
much time they will just move on to the next site and get that one done.
The problem site keeps popping up on the to-do board and willingly
assigned to my friend. The difference is that my friend is not working for
the site acquisition or communication company. He writes his own deals.
Bottom line, the site acquisition company gets the site finished, the
communication company builds it and my friend snags the commission
setting his now satisfied site owner up for the next deal to come along. And
they really do it seems. | redlize that this scenario might seem like a
generdization but it is absolutely amazing how often a situation like

this happens. Building confidences and getting things done is part of the
sdes and marketing discipline and not everyone is up to the task even
though with the volume of work that needs to be done successes by less
qualified individuals can till be achieved.

Several variaions on this technique is also on my friends plate of
tricks. He will routinely call a communication company project manager
and ask if they have any problem sites pending or left over from a site
acquisition job or just lying around waiting for some resources to pick them
up again. One time he did this and got fourteen (14) search rings to work
on. Hedidn't get them all but he landed about seven (7) of them with the
difference being they were his deals. Not even the site acquisition
company gets a piece of the action not to mention once again he now has
more inventory ready for the next communication company who may want
to use the sites he has obtained.

Another practice isto ask for the location (and files) for the A sites
which were abandoned (for any number of reasons) in favor of the B site
which was selected and constructed. Going back to the A site owner,
issues areresolved. In addition, the fact that business is being lost is
driven home providing a redlity check for the A site owner. Often he then
can be “signed” as future inventory for my friend' s site portfolio.

10.7 SIX - AsA Site Network Investor
Believe it or not there are lots of old tower sites and single
application locations around which have been abandoned or are too smal

for the big boys to be interested in. In just the last few years I’ ve reviewed
hundreds of sites for sale both locally and nationally. Some of them have no
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services on them are in disrepair or are obsolete.  As an example,
microwave towers are being declared surplus by common carriers who are
switching to satellite and fiber optics. Two-way shops who used to make
agreat living providing community repeaters have lost a lot of their business
to the PCS and Cellular industry. Construction firms who used to dispatch
their trucks with in-house low-band two-way radio systems have switched
to ESMR and just haven't taken down their towers.

These locations may be in grand fathered zoning areas. In
addition the facilities may be undersized and require augmentations. If the
astute investor can capture a series of these facilities and network them into
a footprint offering rather than just a single tower here or there, a
marketable commodity can be presented to both the communication
companies as well as tower companies who purchase these systems. In
some instances smal companies might carry paper for you, making your
cash requirements significantly lower. If you have the good fortune of
partnering with some investment capital, a network can be carefully
optioned and acquired with you as the project developer. You might even
consider using a program similar to a Rea Estate Investment Trust (REIT).
Here you would create stock in a closed corporation issuing it to the tower
owner in return for his pledging his tower. Dividends come from site
revenues. Check your local state laws for this type of operation.

One of the neatest deds that another friend of mine put together
was to buy the tower site owned by a small struggling broadcast station. It
seems that when the principal acquired the station he had to fiance it with
arather heavy debt load. By spinning off the antenna site for cash he could
pay off the note and rent the tower (lease back) so that now his profit
position was significantly improved and he could enjoy the small town status
of being a successful broadcaster. Lots of opportunities here. (But be
careful of AM towers unless the stations are no longer operating).

Also with the introduction of disposable circuits and microprocessor
based communication, the service shop industry has changed radically in the
past decade. Large communication companies have closed authorized
factory service and delegated much of their servicing to different types of
businesses usudly by mail. Most communication companies employ their
own technicians and perform wholesale equipment replacement rather than
try to do fidd repairs with a soldering iron as once was the case. The
reason is smple. The systems are too complex for field repair and too
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much is riding on down time. The loss of a single paging transmitter in a
network could effect thousands of subscribers in a very small area. Thus
many two-way shops are ready to close their doors or become sdes agents
for larger equipment suppliers. The changing nature of their business
affords opportunity to acquire tower assets, materials and other supplies
which have been fully depreciated and may be useful in developing your
own poorman’s antenna network. | purchased a site once and found two
180" self-supporting towers covered with weeds on the ground near the
main building. These towers were new twenty years ago but had never
been used. They were in fairly good shape and stored off the ground and
protected. The price of a 180" tower has quadrupled over the years making
the appreciation of this material asset amost as valuable as the site which
was purchased. The owner didn't value these assets because they have
already been depreciated and he just wanted out of the business.

CATV sites are the next big tower surplus market hitting the used
tower market. Off air programing has become unreliable and satellite down
stations and fibre optics are replacing many of these behemoth off-air
antennas. And small systems are being consolidated and purchased by
larger systems with valueless assets being spun off. Some cable companies
have recognized that these old towers have some applicability, others with
smdler systems could care less and don’t want the responsibility of tower
maintenance, FAA/FCC Regulations or to have to dea with the liability and
insurance issues. The tower assets are not what is of interest but rather
the number of subscribers who can be picked up in the dedl. Often these
towers arein quiet areas, i.e. not near other transmitting facilities because
of their receiving functions. Then again they may not be desirable to
communication carriers at dl for the same reason unless they will be used
as fill-in locations. Finally many of these towers are heavily loaded with
dishes and large industrial TV receive antennas and cabling. It will be a
significant expense stripping these towers to restore their loading for other
clients.

10.8 SEVEN - Get A Couple of Sitesat an Airport!

Several years ago | attempted to procure a receiving site at an
International Airport. Most of the facilities at airports are operated by
authorities or municipalities who have enough to worry about on a day to
day basis without accommodating (let aone even talking to) a Site
Acquisition Specialist. But there is no doubt the need for reliable airport
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antenna systems is growing and is very desirable to have under your
control. In addition, any “stick” regardless of how high, anywhere on the
grounds of an airport, is under the jurisdiction of the NRA (not the National
Rife Association athough it would seem so0); but Non-Rural Airport
authority of the FAA. In addition many airports are also subject to state
aviation regulations or have government buildings and other regulated
structures, i.e. water tanks, making the process of cutting a deal and
obtaining construction and hazard marking authority most difficult. Only
thing worse might be a military base, but the same principles apply.

RF considerations are also important. Even though the FAA does
not exercise jurisdiction over RF matters, they are nonetheless fussy over
any RF systems operating near airports and require complete disclosures,
sometimes even studies on their forms, to prove that there will be
absolutely no interference whatsoever to aeronautical ar ground
communication or radar. The fact that many of these systems operate in
the AM mode not withstanding.

On the other hand there are thousands of people being processed
through airports each hour. They make that last call or receive that last
page before boarding. They can’'t wait till they get back on the ground to
update or retrieve their messages, check their voice mail and entertain their
pages etc. Waiting around airports also triggers heavy use of paging and
wireless telephone services including increased on-line services through
specidized carriers.  Cornering the future on a suitable antenna farm
location near the main terminal building and providing reliable building
penetration for a myriad of low power wireless devices will put you in a
very advantageous position with every carrier.

The problem is that it takes way too long to secure al the approvals
even if you can rent some space in a subcontracted building nearby.
Government operated systems can take months to process the simplest of
reguests, they usualy try to get a piece of the action or set outrageous fees
probably intended to frustrate your agency so they can deal directly with the
communication carrier. The U.S. General Services Administration
launched its National Antenna Program making roof-tops available for lease
to “qudified providers’ (doesn’'t sound like that’s us) and carriers. GSA
owns more than eighteen hundred (1800) buildings nationwide including
some property near or on airports. Naturally these were recommendations
and not regulations. It might also be necessary to deal with the specific
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agency housed in the building first, in addition to the GSA. Try getting into
your equipment room at 11:30PM on a Saturday night. Think you'll ever get
a key to the building? Here are some policy guidelines and personal
comments concerning this program: development of a government |ease
(probably year to year); site pricing, they will study that one for at least a
year; site competition, they will probably wind up using an auction; fee
reimbursement, does the money go into the General Fund or remain with the
agency using the facility such as the FAA housed in a GSA building?, site
security and access rights of way, with emphasis upon carriers fixing
everything going wrong in the building; and this one | can’t help wondering
about, dte request denial tracking! Isit any wonder that communication
carriers even bother with this program unless it is absolutely imperative to
have the site? You can be sure there will be few twenty-five (25) year
leases written on these properties. Nevertheless the GSA got a taste of the
revenue possible by reporting initial leases of over $500,000 being
implemented around the country. |t is also a pretty safe bet that few of
these leases were commissioned or are a result of site management
brokers. Findly, you guessed it, they will need an office to administer all
this activity and that means another couple of dozen government
employees. Any talk of charging fair market rates desired by the carriers
will probably give way to percent of gross revenue, a very distasteful
concept to the industry. Seeing how states get their sales tax, and the Feds
impose their excise taxes with per-subscriber fees even charged to fund the
FCC, apercent of the gross revenue seems a bit much.

The U.S. Forest Service and the Bureau of Land Management
along with state commissions administering public lands have been renting
mountain top sites for decades. What is interesting here is that some
communication firms gill hold ninety-nine (99) year leases with nominal
rents such as a couple of hundred dollars per year. But in recent years,
these long term leases have been reduced to short periods and are offered
at substantially higher rates. Work a public lease if you must but protect
your future carefully.

What dl this amounts too is that its pretty hard to get something
happening which you can control at an airport. But if you can do it, even
if it'sasmall local airport which someday will be huge it might be worth the
effort to lock something in. | once thought of buying an old van and stuffing
it with antennas and transmitters, parking it on the top level of an airport
parking complex. At $7 dollars per day, that’s only $220 per month. Not
abad rent if you could arrange for some electrical power.
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Continuing with the project described, an increasingly pressing need
for antenna sites at airport terminals is the receive path required in talk-
back pager applications. After about a year, a single collinear antenna
about 10' feet in length and mounted on the side of a hanger roof-top was
approved. Unable to secure accessible space inside due to ownership
changes, a proposal was made to use outside space for a cabinet to be
mounted on a cement pad near an electrical distribution service area. The
cabinet just looked like any other transformer box used for power. A
water-proof cabinet can escape scrutiny so it can be enlarged to hold
several rack mounted receivers, a UPS power back-up system, and a
combination receiving antenna distribution amplifier and combiner. This
way, additional two-way paging tenants can be added in the box without
mounting another antenna structure.

Findly, some thought might be given to the installation of triaxial
cable. These systems are also known as radiating cables or leaky
feeders which provide RF coverage in enclosed or confined areas where
point to point antennas are not practical. The cables have been used in
tunnels, basements and in underground parking garages to provide two-way
radio, paging, cdlular and PCS coverage. As with all RF cables of this
type degradation and power loss is of key concern. The cables are also
effected by their environment and often exhibit different characteristics
under differing installation conditions. Finally the cables, if installed in areas
subject to fire safety regulations, must resist flamability and combustion
problems by meeting fire regardant codes (A, RN, RNT1 and RNT); aso
these cables must meet NES, ASTM and |IEEE standards. A good starting
point for more information on this type of cable is Andrew Corporation. Ask
for Bulletin 3979 for High Performance Radiax© Cable.

10.9 EIGHT - Brownfield Site Restoration

Here is along shot for the strong of heart. | do not professto know
if this concept has any validity at al, but it might be worth atry if you have
any experience with government agencies and the process known as Land
Recycling. Here is the problem. Right smack in the middle of town is a
site of an old ammunition factory. The soils are loaded with lead and other
pollutants. The property has been abandoned and is now a ward of the
state. Theland is subject to so many state, local and federal liability issues
under legidation and regulations that no one wants to touch any part of the
land let alone with a ten (10) foot pole. The original owners have
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changed their names and moved out of state. Some states have initiated
programs which attempt to rehabilitate the land by correcting or containing
non-reversible pollutants in order to move the land use to some new long
term stabilized purpose (an antenna site?). If you investigate some of these
programs further there are state agencies who will work with an applicant
proposal of any kind to do this,  granting liability relief, engineering
assistance and in some cases even financial aid and zoning waivers. The
states are so glad to get rid of the problem they provide a lot of incentives
to assist a Site developer to contain everything and perhaps install a tower
on the property. The program is usually proposal based which means you
can make a written “what if” proposal without entering into any
agreements. If it flies, you can move to the next step. This process is
caled Site-Re mediation. The authorities review the types of re-mediation
required, resolve technical and liability problems, which have historicaly hurt
any commercial real estate transaction (like zoning), and findly suggest that
it saves using clean land (a.k.a. greenfield sites) as an alternative.

Some states work in cooperation with economic development
agencies with sources of lender funds providing immunity for liability for al
fiduciaries. These programs by far are not easy to sort out but they do
carry the prospect of some pretty interesting alternatives which are
supported by government in a lot of ways. Be sure to look around your
area for any of these brownfield locations and make a few inquiries. One
such state operating a program can be reviewed at
http://www.dep.state.pa.us

10.10 NINE - TheDTV “Kick Out”

Radio and television stations will also be effected by any clamp
down on gting issues for the construction of new towers. The current
thinking by the FCC as a result of severa detailed Notices of Inquiry into
the subject is that not much preemption will be taking place to brush away
local government regulations. One broadcaster problem arises from the
fact that many television stations will be switching over to Digita TV,
ak.a. High Definition Televison or HDTV, which will require many new
towers.

In genera the new DTV antennas must be higher and are heavier

than standard anadlog TV antennas. Some stations may be required to
operate both the dd system and the new one for a time. TV stations
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operating analog systems have also in the past accepted additional loading
from revenue producing tenants. The fact is that in afew cases the existing
tower could have been able to accommodate the new digital antenna had
it not been for loading up al the other services. The TV industry must now
balance the additional site revenue with the new construction costs. In
some cases the cost of these new towers, some call them super-towers,
won’t even come close to the rental income generated by the site tenants.
If local zoning boards are concerned over a120' monopole they are really
going to appreciate these new super towers (800 to over 1000") in their
midst. The RF energy coming off one of these babies is so much greater.
For example. One Million Watts ERP as opposed to the flea power
generated by a PCS antenna at a mere 50 Watts or so. Under these
circumstances it is hardly worth the effort considering the RFR issue at the
PCSlevdl.

The National Association of Broadcasters (NAB) and the
Association for Maximum Services Television (MSTV) have filed FCC
petitions asking that the FCC adopt rules preempting certain local and state
restrictions on the placement, construction and modification of broadcast
transmission facilities. The TV licensees may not be able to complete their
upgrades as required by the industry. Of even more concern TV stations
are also being stymied by local permitting authorities in making alterations
and augmentations to existing structures.

“It's a bad confluence of things right now. Everybody wants
tower space. Vertical real estate is like gold these days. People want
space for paging, PCS and expansion of cellular phones’; says Terry
Baun, of the Society of Broadcast Engineers (SBE) in support of the
above petition.

So what does it dl mean. Well for one thing if new towers are
going to be constructed they are likdy to be joint ventures by the TV
stations involved. That is to say that two or three TV stations go together
and build a super tower capable of supporting all of the DTV resources
necessary. In other cases a TV station may extinguish site tenant leases
who will then be scrambling for aternate sites. Finaly a program of on-
tower argumentation could be considered. Thisisaradical new technology
which implements in-place tower mechanical enhancements. Henry
McGinnis, a PE for Landmark Towers, in Ft. Worth TX said in a recent
article for Mobile Radio Technology:
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“An axiom in the tower business is that towers attract antennas
and owning several towers myself, 1 can attest to the truth of that
statement. It also has been said that necessity is the mother of
invention. | know of this to be true also. One tower in our inventory
was located in a popular location and reached the point of overload
quickly.  In fact the potential for continued loading was still growing
and we determined that something innovative had to be done to bring
the tower into compliance with the EIA regulations. It may even be
possible to construct a tower around a tower, building up the facility’s
capacity to four or five timesits original design.

Check with Landmark Tower, 1-800-438-6244 for more information.

These three situations might greatly effect site inventory. Indeed
it should provide opportunity for the site developer and investor. Such
super towers might very well be in the $1 to 5 Million Dollar range or
more. This could, for example, represent an expenditure of nearly $20K to
$30K in site rent (or note payments) per month for a typical fifteen year
lease not to mention the required liability and casualty insurance for such a
project. It isahuge financia outlay for asmall local TV station. If you are
into problem solving, here are some real challenges that are not likely to
have clear-cut immediate solutions. An informed deal master might proffer
some unigue opportunities in this evolving situation.

There are afew national companies specializing in this process right
now. But their resources might permit them to only participate in a few
projects at atime. If you could even get the players to sit down to talk you
certainly could proceed as a transaction broker in order to reach some
preliminary agreements. Then invite the big boys in to see what they would
be willing to do for your consortium. At minimum you might wind up with
a commission; at best you could establish an investment package and own
a piece of the deal.

10.11 TEN - Valuing a Site Business

Sdling your site is one of the most difficult decisions you will have
to face. But if you made the choice to sell, your next step will be to
determine what you can do to increase your tower’s vaue in the market
place. The best way to accomplish this is to address weaknesses and
capitalize on strengths before negotiations. Preparation takes some care.
Assuming you understand certain potentials about your site's location an
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offering notebook should be prepared including maps, pictures, revenue
projections, and expenses. You must aso look at the potential for additiona
clients There should be some. Land values, zoning status, existing
accounts, quality of leases and of course the cash flow should all be clearly
stated. As arule of thumb towers used to be valued at between 3 and 5
times annual grossincome. If you had an annual gross of $50,000, a good
starting place would be $250,000 in cash for the tower, property and
accounts.

Other good questions to answer. |s your site reaching maturity or
tower loading limits, does the site show stable growth and increasing
income? Is the industry maturing with no more tenants expected for a
while? Are the location and mounting opportunities limited or open? Is
competition likely to happen or is the door to additional or nearby sites
closing because of tighter zoning restrictions. What have you done to
provide for growth or expansion. Why do tower investment companies
want to pay these prices which are not as typical as in other real estate
ventures or enterprises? Well for one thing they are buying your future
income and that must make sense. If you have twenty(20) or twenty-five
(25) year leases, they figure they will make nothing on the tower for five
years and then make your income for the remaining fifteen to twenty years.
If purchasing this future income doesn’t make sense you won't attract any
attention for your site. Secondly they are looking for additional accounts to
grow the income to reduce the payoff time. With effective marketing, they
may stand to be able to do this a lot more effectively than you could as a
single tower owner.

That is why they want at least some minimum excess capacity as
inventory whereby they can add tenants without much additional investment
during the buy-down period. Finaly they are buying a future and hopefully
restricted land use situation whereby your tower might wind up being the
only ball game in town.

There are two other considerations which you should know about
as wel. In the feeding frenzy to serve the siting needs of all these
tedecommunication firms, investment capital has poured into small
corporations looking to go public for some redly big bucks through
acquisition of as many towers as possible. It seems that the best way to get
into the tower business right now isto buy a tower rather than build it. Its
fast, its up, its producing revenue while adding additional assets to the mix
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which allows additional leveraging to purchase future towers and maintain
a far credit position. Many large tower owners today merely acquire
smdler tower owners and tower networks, adding each new acquisition to
its nationwide portfolio of inventory. Many companies arefollowing this line
of reasoning. Investment capital does not yet seem to be a problem for
either those companies who are independent or are wholly owned
subsidiaries of larger companies looking to spin off with initia public
offerings (IPO) or who will buy everything they can find in order to
package it and then sell it to a bigger fish up the food chain.

Every effort should be made to a put a positive spin on these factors
when offering your site for sale. You should aready have some idea of the
value of your site as a result of previous negotiating sessions. If there are
plenty of aternatives you may have a reduced valuation. However if your
tower is the only one for milesand islikely to be that way for a while you
can command a greater multiple. But some multiples asked for by site
owners have been outrageous. | saw a large tower investment company
wak away from an 18 tower network offered at twelve times multiple
because the towers were old, light duty, lightly loaded with inferior clientele
and on land whose lease lengths were year to year and “iffy”. It did
however make an offer at nine times multiple for this system which was
flatly rejected. Ancther tower investment company, in on the negotiations,
took the deal at twelve. So what’s going on here? Why would one firm
disregard rational buy based decisions grounded upon sound fiscal and
practical due diligence where another said “we'll take it”? Could it be that
the 18 towers would be added to atower portfolio and eventualy wind up
being combined with others, and sold to someone else for even more? You
betchal Had the second tower investment company intended to operate
these facilities, the cash flow wouldn't cover the purchase price. So
obviously there are other forces operating here. Without knowing what is
going on behind the scenes in theindustry you would have lost some serious
dollars. That is why valuation is not just based upon your property’s
earnings potential and can’t be the only factor used when bringing it to the
sales table.

Finally, what about selling your management contracts? Of course
you can but they are not quite the same as hard steel inventory. A
combination of both will usualy fly but large tower site owners have
predictably less enthusiasm over managed sites than owned sted sites. |
often wonder why. These sites literally produce income with no plant,
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expenses or depreciation. They are yet another unique form of profit that
can be derived from siting activities. Yet acquisition companies generally
want towers. It isunlikely that managed sites would be the only thing they
would buy. But as part of a tower deal they often acquire the whole
package.

There are a gr