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Real estate owners affiliate with BSPs for the following reasons:

¢ No-Cost Technology Upgrades: BSPs usually install, at no direct monetary cost to the
real estate owner, an in-building broadband network that becomes an amenity to the
building and could increase the property’s value.

4+ Marketing and Leasing Amenity: An in-building broadband network represents a sig-
nificant marketing and leasing amenity to attract and retain tenants and guests, Over
time, we expect most commercial properties to offer broadband aceess; therefore, we
expect marginal benefit in the long run for a property that sports broadband access.

4 Recurring Incremental Revenue: Building access agreements ofien provide real estate
owners with the opportunity to participate in the telecommunications and even e-
commerce service revenues within their buildings. A revenue share to the owner of
commercial office space can be in the range of 5%-7%.

¢ Equity Consideration: As noted earlier, it is not uncommon for real estate owners to
receive warrants or other equity-related incentives in exchange for providing preferred
building access to BSPs,

BSP Regulation: Building Access Rights
The telephone closets in many buildings tend to be small facilities that were constructed
many years ago for a monopoly service provider. Although CLECs can gain access to these
facilities through the interconnection obligations of the 1996 Telecommunications Act, there
 are considerable physical limitations on how much proprietary telecommunications equiptnent
a typical building can accommodate. Under current FCC regulations, commercial real estate
owners have the right to control wiring within their premises, beyond the demarcation poini
(typically the phone closet) at which telecommunication carriers typically terminate their
facilities. These rules allow the property owners to install and maintain their own wire, or to
contract these services to other companies. Currently, there is no national requirement that
property owners or managers give access to competitive telecommunications providers of
communication services, but some such measures have been adopted at the state level, For
instance, state laws in Connecticut and Texas generally require commercial real estate owners
to provide nondiscriminatory access to communication carriers who have customers within
a building, and limit what the property owner may charge for such access. These laws
require that a carrier be permitted to install their own in-building wiring; however, there is no
requirement that property owners allow these carriers to use existing wiring.

In June 1999, the FCC announced that it was considering adopting rules on a number of
issues refated to riser access in multiple tenant environments and requested comments on
the following issues, among others:

4+ the FCC’s tentative conclusion that utilities must allow communications and cable ser-
vice providers access to rooftops and other rights-of-way as well as riser conduit in
multiple tenant environments on just, reasonable and nondiscriminatory rates, terms, and
conditions; / '

# whether incumbent phone companies should make available unbundled access to riser
cable and wiring within multiple tenant environments; and

+ whether real estate owners offering access to any communications provider should be
required to make comparable access available to these providers on a nondiscriminatory
basis, and whether the FCC has the authority to impose such a requirement.
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Arguing that their facilitics (specifically phone closets and risers) should be considered as
private property as opposed to public rights of way, building owners have opposed most of
the Commission’s maves. Although it is unclear how this issue will be resolved on the
regulatory front, we think it is reasonable to assume that multiple, but not an unlimited
number of, carriers will ultimately be able to obtain access to telecom-relevant facilities in
commercial buildings. Furthermore, we believe that most such arrangements will be negotiated
on a direct, private basis rather than be reached through litigation,

BSPs® Multi-Faceted Value Proposition to Building Tenants: As do other competitive
broadband providers, BSPs generally attempt to offer customized bundles that combine
numerous types of services—voice, data, long distance, Internet, hosting, and so forth.
Because of their concentrated infrastructure deployment within the building, it can be argued
that BSPs can deploy their capital and deliver these services more efficiently. In cases where
the BSP relies on third-party providers for services such as hosting or Internet peering,
BSPs, due to their generally high penctration rates within served buildings, can deliver
concentrated demand to their suppliers, which potentially translates into attractive pricing
and premium service levels,

An even more unique aspect of many BSP models is the on-site representative, who maintains

a daily presence in a particular building or group of buildings and assumes multiple roles,

including customer care representative, network engineer, communications consultant, 1T

administrator. By providing not just basic connectivity but ongoing customized service,
. BSPs can enhance customer retention and realize additional revenues.

Finally, on the ¢-commerce front, many BSPs attempt to provide value-added, proprietary
content that is specific to individual locations. The idea here is to facilitate in-building or local
business communities and share in the resulting transaction revenues. By aggregating multiple
tenants into a single, building-centric portal, BSPs can offer dot-com firms, application
service providers, local vendors, and other entities the opportunity to target a pre-selected
group of prospects. The BSP e-commerce opportunity has given impetus to numerous efforts
by third-party developruent firms to establish building-centric portals in major markets.

Sales and Marketing: BSP affiliations with the real estate companies enable them to take a
different approach to providing telecommunication services to small and medium-sized tenants
than traditional competitors normally take. This approach has the following unique features.

¢ Freferred Marketing: BSPs can utilize their relationships with real estate owners, building
managers, and leasing representatives to market the services directly to the tenant in an
on-network building,

¢ Indirect Channels: BSPs’ real estate partners can feature the BSPs’ broadband ser-
vices in their own communications with tenants. In addition, “word of mouth” among
tenants can be a powerful lead to generate interest in a BSP’s services,

& On-site Visibility: BSPs can use lobby signage, diréct mail, and in-building promotional
events to create awareriess of their services.

+ Efficient Marketing: By utilizing teams whose territories consist of single buildings or
small groups of buildings, BSPs can penetrate their addressable market efficiently.

+ On-site Presence: The above-mentioned on-site representatives, who assume the role
of a communications consultant and are responsible for developing and maintaining rela-
tionships with the tenants within the building, can help draw interest from tenants.
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Asaresult of these building-centric marketing and sales efforts, BSP penetration rates among
“mature” buildings (those in service for 12 months or longer) in the 30%-40% range are not
uncommon-more than double the penetration rate of other competitors that are present in
commercial office buildings. Although it is arguable that BSPSs’ economics are not as attractive
as those of CLECs, since they usually lease access and transport from third parties and
deploy relatively capital-intensive in-building networks, such metrics are a promising sign of
the positive trade-off: superior in-building penetration.

Exhibit 8-6 depicts a break-even scenario for a commercial MTU-focused BSP. As noted,
deployment costs can vary significantly among buildings and business strategies, as can the
assumptions with respect to services offered and network costs.

Exhibit 8-6 #  Unit Economic Analysis for a Commercial MTU-Focused BSP
Assumptions:
Customers per building 32
Voice penetration per customer 15.0%
Fixed costs
DSLAM, Router, Other squipment cost {(one-time) 25,000
Seml-fixed costs
Instaliation costincremental capex (per tenant) $5,000
Customer acquisition cost (one-time) 600
Customer premise equipmen? (one-time) 600
Gross semi-fixed costs {subscriber acquisition cost) $6,200
Revenue from customer premise equipment (one-time) (200)
Revenue from Installation fee (one-time) {150)
Net semk-fixed costs (subscriber acquisition costs) . $5,850
Varlabls costs .
Backhaul (monthly) $1,500
Heating, lighting and power cost per colo (monthly) $300
Rent {monthly} 250
Total variable costs $2,050
Recurring monthly voica revenue per customer (welghted average) $75
Recurring monthly data revenue per customer $500
Racurring monthly revenue per customer $575
Customer revenue margin $148
Breakeven (tenants) 49 *
Breakeven (penetration) 15.2%
* fixed costs amortized over 36 months
Source: Dain Rauscher Wassels
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4 Multi-Tenant
Dwelling (MDU)—

Residential BSPS Many of the same trends that support growth in residential DSL and cable modem services
are supporting expansion in the residential BSP sector as well. According to the 1.8, Census
Bureau, 81.5 million residents, or 30.7% of the U.S. population, live in renter-occupied
housing. Of this amount, approximatety 9.4 million people live in apartment properties that
contain 50 or more units, and 7.4 million live in properties with 100 or more units, indicating
a significant concentration of potential [nternet users. Exhibit 87 illustrates the distribution

of apartment properties based on the number of rental units in each property, based on data
from the National Multi-Housing Council,

Exhibit 8-7 4  Rental Property Distribution by Number of Units

12%

50 orless
= 50-99
100-199
2 200-299
W 300+

Source: National Muiti-Housing Council

The network architecture of an MDU-focused BSP is roughly similar to that of providers
that are focused on commercial multi-tenant units. Since apartment buildings tend to have
more tenants than commercial buildings, it is often more economical for the BSP to install
the necessary infrastructure to all apartment units. In this manner, new service activation
can be centralized rather than have a technician visit the property each fime service is requested.
Some BSPs partner with private cable operators, utilities, or other non-telco providers to
gain access to MDUs, while others use existing on-premise infrastructure from the incumbent,
In general, relationships between MDU owners and BSPs lend themselves to a greater degree
of exclusivity than those between MTU owners and BSPs. In Exhibit 8-8, we depict some
of the major players in the MDU space and their real estate partnerships.

June 2000 4 Page 123

FOR PUBLIC INSPECTION FCC2A000000901



DAIN RAUSCHER WESSELS

Exhibit 8-8 4 BSP-Real Estate Partnerships in the Multi-Dwelling Unit Space

TR

Broadband Residentia)

nies

other undisclosed partnerships

i

| Pro, Owner

[t
esidentia

BROADBANDnow Archstone Communities Mutti-Residential REIT
AvalonBay Communiies Mult-Residential REIT

Camden Property Trust Mult-Residential REIT

Forest City Residertial  Mult-Residential Property Owner

Home Properties of NY Mutti-Residential REIT

Summit Properties Multi-Residential REIT

CAIS Intarnet Mid-America Apartment Communities Mult-Residential REIT

Town & Country Trust Mult-Reskdential REIT

Tarragon Realty Mult-Residential REIT

United Dominion Realty Trust Multi-Residential REIT

Darwin Networks Post Properties Multi-Residential REIT

Southern Management Company Muki-Residential Operator

Wolff Managernent Company Muki-Residential O perator

OnePaint Communications Apariment Investment& Management Co. Mutt-Residentlal REIT

AvalonBay Communities Mult-Residential REIT

Apax Maragement Multi-Residential Operator

Charles E. Smith Residential Multi-Resktential REIT

Equlty Residential Properties Trust Multi-Residential REIT

Harbor Management Mult-Residential Operator

Kay Managerment Muli-Residential Operator

Keystona Propaerties Muttk-Residential Owner

Lane Properties Muit-Residential Owner

Panco Management Multi-Residential Operator

R&B Management Muiti-Residential Operator

RIMS| Management Mul-Residential Operator

Scott Management Muli-Residentlal Operator

Southern Management Mult-Residential Operator

Summit Proparties Mutti-Residential REIT

Town & Country Trust Mult-Residential REIT

United Dominion Realty Trust Mult-Residertial REIT

Walden Residential Mult-Residential REIT
Reflex Communications Multiple Undisclosed Afliances
Skyway Partners Not Avaiable

Source: Company reports and Dain Rauscher Wessels

Like many cable overbuilders that are focused on the residential market (see Section 7 for a
discussion of cable-based broadband strategies), MDU-focused BSPs often attempt to provide
a service bundle that includes a combination of high-speed Internet access, video, telephony,
customized Web content, community-centric portals, and other offerings. Most BSPs focus
on the more demographically attractive class A and £lass B properties, whose residents
represent a more desirable target market in terms of discretionary income, PC ownership,
and other factors. However, since the composition of Intemet usage and PC ownership
within many MDUs mirrors that of the general population (about 50% of households have a
PC), some MDU-centric BSPs are examining ways in which to broaden their addressable
market by delivering Inernet services to television as well as the PC.
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Based on our conversations with service providers, services are typically priced in the range
of $25-$80 per month, depending on the number of services offered. Revenue shares on the
order of 10%-15% with the landlord are not uncommon. In Exhibit 3-9 we provide a
breakeven analysis for broadband service in multi-dwelling units,

Exhibit 89 ¢  Unit Economics for MDU-Focused BSP
Assumptions:
Tenants per MDU 100
Fixed costs
DSLAM, Router, Other equipment cost (ona-time) 20,000
Total fixed costs (network capex) $20,000
Monthly network capex * $556
Semi-fixed costs
Installatioryprovisioning costs $800
Customer acquisition cost {(one-tme) 150
Customer pramise equipment (one-time) 275
Gross semi-fixed costs {subscriber acquisition cost) $1,225
Revenue from customer premise equipment (one-time) (200)
Revenue frominstallation fee (one-time) {100)
Net semi-fixed costs (subscriber acquisition costs) $925
Variable costs
Backhaul {monthiy} ) $6800
Heating, ighting and power cost (monthly) $150
Rent {monthly) 50
TFotal variable costs per sector {monthly) $1,000
Total variable costs per customer {(monthty} $67
Recurring monthly revenue per customer $80
Customer revenue margin $13
Broakeven (customars) 13.7 +
Breakeven (penetratlon} 13.7% *
* fixed costs amontized over 36 months
Source: Dain Rauscher Wessels
i e vast majority of business travelers with laptop computers log onto the Internet or cor-
¢ Lodgin The vast fb travel th lapt ters | to the Internet

porate networks at analog speeds when they are on the road. With the proliferation of broad-
band capacity in both the residential and business sectors, many businesses and employees
are demanding faster access speeds while away from the office. The strong potential de-
mand for high-speed access from business travelers, coupled with the burgeoning popular-
ity of virtual private networks (and the ability to use Internet access as a means to gain
access to one's corporate network), has created an attractive opportunity for broadband
service providers to target the hospitality market,

Market Qverview: According to the American Hotel & Mate] Association (AH&MA), there are
approximately 51,000 hotels in the United States with a total of 3.9 million rooms. The international
hotel market totals approximately 250,000 properties with & million rooms. Based on AH&MA
statistics, we estimate that approximately 55% of demestic lodging demand is from business
travelers, who are the more likely users of broadband services. This is supported by an American
Express report that estimates that 65% of business travelers carry laptop computers.
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The AH&MA profiles the typical business traveler s a male (74%), aged 35-54 (53%),
employed in a professional or managerial position (52%), and eaming an average annual
income of $68,000. The average amount paid per room is $83 per night, which is 12.2%
higher than that paid by a leisure traveler. Considering that business travelers are more likely
to be traveling on their company's expense, we believe the higher daily rate reflects a degree

of price insensitivity; thereby indicating a more receptive audience to utilizing broadband
aceess.

Exhibit 8-10 4 Lodging Demand

Other
21% Vacation

24%

Source: AHEMA

Those BSPs that are currently addressing the domestic lodging market charge travelers
approximately $10 per night for high-speed access. We conservatively estimate an average
of 750,000 business travelers with laptop computers stay in hotels each night. Based on
today’s 5% average usage rate for high-speed services, we estimate annual revenues in the
domestic lodging market of approximately $140 million. We believe the overall market could
easily increase multi-fold, to $1 billion or more, with increased usage (see following discussion
of usage trends) and additiona! revenue opportunities that are possible from providing high-
speed access from meeting rooms and conference facilities.
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The major players in the hospitality-focused broadband market are depicted in Exhibit 8-11.
As with multi-teniant commercial buildings, this sector is in the land grab stage with most
providers signing on major hotel owners and property managers as strategic partners. Although
these agreements have varying degrees of exclusivity, we believe that in practice, multiple

providers will rarely attempt to install infrastructure to the same set of hotel rooms.

Exhibit 8-41 &  Strategic Alliances Between BSPs and Real Estate
Partner in the Hospitality Segment

Carison Worldwide Properties
John Q. Hammons Hotels
Haverford Hotels

Staybridge Suites by Holday Inn

Shoney's Inn & Suites
Stanford Hotels
Wyndham Internatioha!

Hotel Owner/Operator
Hotel Owner/Operator
Hotel Owner/Operator
Holel Owner/Operator

Prime Hospitality Corp.  Hotel Owner/Operator
Bass Hotels & Resarts  Hotel Owner/Operator
Darwin Networks Bass Hotsls & Resorts  Hotel Owner/Operator
Cavanaughs Hospitalty Corp.  Hotel Owner/Operator
Choice Hotels  Hotel Owner/Operator
Focus Enterprises Hotels  Hotel Qwner/Operator
Pacifica Host Hotels  Hotel Owner/Qperator
Mcohilestar Bass Hotels B Resorts  Hotel Owner/Operater
Hiton Hotels  Hotel Qwner/Operator
MeriStar Hotels  Hatel Owner/Qperator
Starwood Hotels & Resorts Worldwide — Hotel Cwner/Operator

STSN interstate Hotels  Hotel Operafor
Marriott International  Hotet Owner/Operator
Sunstone Hotsls  Hotel Owner/Cperator
Wayport JMH Hotels  Hotel Qwnar/Operator

Guest Room
LodgeNet  Entertalnment and
Marshall Managemant  Hotel Operator

Hotel Owner/Operator
Hotal Ownear/Operator
Hotel Owner/Operator

Source: Company reporis and Dain Rauscher Wessals

Usage Trends: Current usage rates for high-speed service is in the 3%-7% range; however,
we believe this penetration level reflects only the “early adopters,” as high-speed in-room
access has only been available in small portion of hotels and has not achieved a high degree
of public visibility. Further, Ethernet card-equipped laptops, which are generally required for
high-speed access, are not yet standard fare for businéss travelers.

As marketing and network deployments increase, we expect usage rates to increase
dramatically. Considering that today’s analog modem usage penetration in hotel rooms is on
the order of 60% and that the percentage of laptops equipped with high-speed compatible
Ethemet cards is increasing rapidly, we believe overall penetration could increase many
times over. In addition, we believe that the likelihaod that a guest will abandon high-speed
service and return to dial-up is remote.
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Network Deployment: In the United States, deployment of broadband infrastructure in
hotels is proceeding at a rapid pace—many BSPs have told us they are able to complete
installation of the necessary equipment throughout a single property within a few days. As
with MTUs and MDUs, hotel-focused broadband providers typically establish a local point
of presence in each hotel, with the BSP usually footing the cost of deployment at no direct
expense to the building owner. However, depending on the buildout plan, there could be a
modest indirect cost to the building owner if the network deployment requires rooms to be
taken temporarily out of service. The hotel POP contains the equipment that facilitates high-
speed links to guest rooms, frequently using existing in-building wiring and employing a
copper-enhancing technology such as DSL. In each equipped room, operators typically
install Ethernet jacks, which business travelers can use to connect their laptop computers.
As the use of wireless LAN technology becomes more common, many installations may
forego the jack and utilize high-speed wireless alternatives. Installation costs per room average
$200-$400, depending on the operator and the complexity of the build-out.

Depicted in Exhibit 8-12 is a rough breakeven analysis for hotel-based broadband access.
Although pricing is fairly standardized at $10/night (approximately double that amount
overseas), revenue shares with the hotel operator range from 20%-50%, depending on the
specific arvangement.

Exhibit 8-12 ¢  Breakeven Scenarlo for Hotsl Broadband Access
Assumptlons:
Rooms 200
Qccupancy ) 65.0%
Rate per night $10.00
Revenue share - 25.0%
Net ravenue per night $7.50
Expenses
Equipment cost $45,000
Capaex (* annualized) 15,000
Network operations per year 18,000
Total annual expenses $33,000
Revenues -
Annual guest room revenue {at break-even penetration) $18,857
Annual meeting room revenues 14,143
Total annual revenues $33,000
Breakeven (penetration) 5.3%
* caphtal expenditures amortized over 36 months
Sourca: Dain Rauscher Wassels

Additional Revenue Opportunities from Advertiging and E-Commerce: Given the
attractive economic demographic profile of business travelers (high education, high income),
many BSPs ate attempting to mine additional revenue opportunities by adding specialized
content anto the room start-up screen. This has the potential to generate advertising and e-
commerce revenues.
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4 PublicAccess—

High-Speed Access for

the Business Traveler  Demand for high-speed access to the Internet as well as corporate networks is contributing
to the installation of broadband services in public venues that are frequented by business
travelers, such as airport gate areas, frequent flyer lounges, conference facilities, and con-
vention centers. With limited time on the go and a high degree of urgency, the nation’s 12
million frequent business travelers represent a user base that is likely to place a premium on
speed and be relatively insensitive to price.

For the frequent traveler, initial public access offerings have taken the form of an Internet-
accessible public kiosk or a private office area containing high-speed connections that can
be rented out for short periods of time. As the use of VPNs to gain access to corporate
networks over the public Internet steadily increases, we believe that business travelers will
derive greater value from public access and view it as a way accomplish meaningful amounts
of work, as opposed to just obtain access to the Web.

In paratle] with the trend toward VPNs, we believe that the adoption of high-speed wireless
LAN technologies utilizing freely available, unlicensed frequencies (such as the 2.4 GHz and
5 GHz bands discussed in Section 6) will lead to far greater access to the Internet and
corporate networks from public venues. Many laptop and modem manufacturers are now
building equipment that is compatible with the newer wireless LAN standards suchas 802.11b
and BlueTooth. As wireless LAN cards coupled with this newer equipment penetrate the
installed business user base, the addressable market for BSPs that are now deploying wireless
LAN radios in airline terminals, frequent flyer lounges, and other high-business-traffic locations
is expected o increase significantly. With wircless throughputs ranging from 700 kbps to 11
Mbps, business travelers will likely perceive no difference in access speed compared to their
daily office environments. '

Deployment: Exhibit 8-13 depicts a typical airport installation. The BSP deploys small
wireless LAN radios at access points that cover frequently trafficked gate and lounge areas.
Most current equipment designs operate in the unlicensed 2.4 GHz band, but it is possible
that future deployments will utilize the unlicensed 5 GHz band. Each access point is connected
to a central hub, which in turn is connected to the Internet.

June 2000 4 Page 129

FOR PUBLIC INSPECTION FCC2A000000907



DAIN RAUSCHER WESSELS

Exhibit 8-13 &  Typical Airport Installation of Public
Broadband Access System

Sowrce: Dain Rauscher Wessels

Although current deployments are limited to a handful of airports today, a number of companies,
such as Wayport, MobileStar, and SoftNet Zone, are aggressively building out their networks
to include several dozen locations, The current focus tends to be airports, but future
deployments could well extend to hotels, convention centers, and other public facilities.

Exhibit 8-14 depicts some of the major strategic relationships that have been formed in the
public-access arena. As with the other BSP segments described in this chapter, the public-

access sector is in the “land grab” phase as it relates to obtaining access for eventual network
construction.

Exhibit 8-14 #  Strategic Relationships in the Broadband Public
Access Sector

5

CAIS Internet Royal Caribbean International
MobileStar American Airlines Alrine Carrier
Multiple hotel properties for public-area installation Lodging
Mukiple U.S. and international akrports Transportatian Authority
SoftNet Zone Delta Airines Airiine Carrier
“Muttiple U.S. and international airports Transportation Authority
CMGI Technology Incubator
MNokia Wkeless Devices Manufacturer
Wayport, Inc. Multipte North American aitports Transportation Authotities
Toshiba Electronics Firm
iBM Computer Firm

Source: Company reports and Dain Rauscher Wessels
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Installation costs for, say, an airport, depend greatly on the complexity of the build-out and
the amount of public area to be covered. As a rough estimate, it costs $5,000-810,000 to
deploy an access point today, including equipment costs and backhaul arrangements to the
central point of presence, although equipment costs are expected to decline rapidly. A smalt
airport can be equipped with wiretess LAN and backhaul infrastructure for less than $50,000,
while 2 major hub airport can run into the $200,000-$300,000 range or higher.

Apart from meeting capital requirements and possessing the requisite network know-how,
an equally important factor in building out public-access broadband installations relates to
process. Considering the example of airports, an operator must be able to coordinate
relationships and processes among multiple parties, including several government jurisdictions
(municipal, county, and/or state), airlines, and airport authorities.

Content, Marketing, and Distribution: Given the nascent stage of this industry segment,
it is too soon to attempt to accurately depict the myriad of marketing and distribution
arrangements that are being discussed or tested. In general, airline partners, travel companies,

established telecommunications firms, and property owners and operators appear to be the
most likely parties to co-market broadband services aimed at the business traveler. As with

- other segments in the BSP space, operators and strategic partners may in many cases attempt

to add content-related features to their core broadband access offerings in order to take
advantage of the attractive end-user demographic profile and “location-aware™ nature of the

service to generate additional revenue streams. The nature of potential revenue-sharing
arrangements between core operators and the strategic partners will likely depend on a

number factors related to brand, potential bundling of other services, and even site build-out
arrangements,

Even the end-user pricing model for public broadband access is not uniform. Depending on
the operator, users may be charged by the month, by the day, by individual access session,
by the amount of band width transferred, or some combination thereof. Monthly subscription
arrangements akin to the cellular phone model, in which the monthly fee includes a fixed
amount of usage but does not cover over-use, are just one plausible scenario. Since no one
firm should have a monopoly on public sites that are frequently trafficked by business
travelers, it is highly conceivable that operators will form alliances with one another in order
to allow users to roam among multiple networks (also akin to the cellular model).
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Abied Riser
Communications

CAIS Internet

Cypress Communications

FiberNet Telecom Group

SoftNet Systems

B2B Connect

www eliedriser.com

WWW.Cais.com

WWW.CYpPrasscomm. com

wvw.figx.com

wwar 5oftnet.com

www.bZheonnact.com

Alied Riser provides of broadband data, vides, Wab

hosting, and advanc ed conference caling services
to businesses located iy commercial office buldings
throughout the country. The company's network
and sarvices extend bayend commercial bulldings
to inchude a number of addiional connactivity
services. ARC delivers s senvices over firer opiic
networks that it designs, consiructs, owns and
operatas inside kerge and medium-sized office
buidings .

CAIS Internet provides high-speed Intsrnet and
poria) services to business travelsrs in hotels,
meating rooms, corwention centers, and other
publc areas; as wel as o regldents of molti-
dwelling unts. The company also provides dialup
and dedicated lnternet access as wel as hosting
and colfocation services.

Cypress Communications providas small and
madium-sized businesses in commercial office

. buidings wih a full Ine of communications services,

nchuding high-speed Inlernet access, dighal
desktop equipment, kocal and Jong distance phone
$ervice, voice mail, and digital saloNts television.
Tha company constructs in-building network s
coirsisting of fber opiics, coaxial cable, and copper
connectiony to provide a wide array of offerings,

Fibamet pravides broadband transport services for
both inter and intra-buiding connactions, as well as
sssociated colocetion aervices. The company
operates in-building fiber networks as wefl as
matropoltan-zraa fiber connections batween major
commercial office buikdings and carries
interconnection points, such as central offices and
“tarrier hotels,” and provides fts services ona
wholesale basls, The company's current
operational focus is New York City, with plans ta
expand to additional markets.

Through s ISP Channel subsidiary, SofiNet
provides high-speed Internet access sorvice with
partnering cable operators. SoftNel's Intsticom
subsidiery provides two-way satelite-based
broadband services to schools, government
insfitutions, and businesses. The company’s
SoftNet Zona unit provides internet access lo
business traveters in akports and other public.
CCess vanues ushp wirelass LAN technoiogy and
comnventional wired T1 services.

26 Gonnoc delivery high-speed data
communications, information technalogy and
support $arvices to the desktop within mult-tenant
buldings. The company's offerings inciude a veice
telaphony, IMernet access, data networking, Wah
hosting, and menaged services.

1700 Pacific Avenua
Dallas. TX 75201

1255 22nd Street, NW
Waas hington, DC 20037

Fiftesn Piedmont Center
Adanta, Ga 30305

§70 Lexington Avenue
New York, NY 10022

650 Townsend Strest
San Francisco, CA 94103

2350 Mission Collage Bhvel.

Santa Clara, CA 95054

Crescendo Venturg
Management, Norwest
Venlura Partners, Goldman
Sachs, numerous real estata
owners and operalors,

Kohberg Kravis Robarts;
ING Caphak numercus
hospialty chains and real
esiate interests.

CAIS

The Centennial Funds. Ata
Cottmunications, Beacon
Ventures, Nassau Capital,
Gramercy Communications
Partnars, AEW Partners ilt,
L.P., Transwastern
Commaercial Services, Latona
Cytom Investmenl, LLC.,
numerous real astate owners
and cperaiors

Signal Equity Parters,

Trident Telecom Partners,
Motromedia Fiber Natwork

CYCO

FTGX

RGC International Investors,
White Rock Capital, Sterk
International, CMGI,
Campaq, Della Airines

SOFN

private
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Broadband Residential www.bbrez_com Bmadband Resldential provides broadband 6708 Wisconsin Avenue Federat Capital Partners, private
sBrvices to tanants of muli-dwefing units, ncliding  Bathesda, MD 20815 JBG Companies, eLink
a bundle of high-speed internet, data networking, Communications, and other
viteo, and e-commerce offerings. Tha company privale sponsors and
partners with property owners for bullding access network partners.
and (o establs h a local presence for farketing and
customer support, The company employs &
varialy of broadband technologies and backbane
partners for high-speed connectivity lo its in-
building natworks.

BroadbandNOW www . bbnow.com BoadbandNDW is a 8SP that provides high-speed 1440 Corporate Drive Lucent, Nortel, Liberty Madia, private
Intarnet access and mutimedks content and Irving, TX GE Caplal, Geneva

ipplications to reskdential subscribers in multiple Associates, Marcys &
dwelling units and single-family homes in numerous Partners, real aslate partners
regions of the country. The company's broadband
retwork ulizes a variety of ransmission
technologles, including a private, nationel fiber
backbone as wel as cable magem, 0SL, and
whelsss technologies.

Darwin Networks www.darwin. nat Darwin Networks providos badband and #nternet  National City Tower Chrysals Ventures, Vulcan  privata
Bervichs to sevaral varicat segments, incuding 101 S Fifth Swesl Venhures, Righland Ventures,
mult-tenant commerclal buldings, mutt-dwiing Lousvile, KY 40202 River Cliies CapRal AYAT
units, hospitality, and public actess. The company
provides access using muliple broadoand
technalogies, including DSL, T1, and wirsless
services. The comparty has deployed Is netwark
in muliple regions of the country and is in progress
to lunch services b approximalely 800 locations n
almost 40 states.

Edge Conneclions www.adgecmnections.com Founded h 1999, Edge Connections is deploying in- 1200 Abernathy Rd. Greal Hil Partners private
buliding DSL kfrastructure almed =t providing Aflanta, GA 30328 Magunticook Fund
bundied veica, high-speed date, hasting, and other
advanced servkes 0 small and medum-sized
businesses in mult-tenant commercial buikdings,

Tha company & nially iaunching its networi in
eight major markets using a network architecture
that keverages relationships with numerous IXCs,
LECs, and ISPs for long-haul, kocal, and Internet
conneclivity.

alink Communications www.elink k com elink Com Eations parinars with commercial 6708 Wisconsin Avenua Encore Vanture Partners, private
building owners and property managers to wie Betesda, MD 20815 Mayfield Fund, Avalon
their buldings with fibar-oplic Infrastructure in order Investments,
to offer broadband nternat, data networking, and Communications Equity

i icalions sorvices 1o busk tenants. Associates, Lazard
The company ako provides on-site, In-parson Technology Pariners, The
customer satvice through its CybarSuper Service Graenwich Group
program. elink ks preparing to roll out 4 tanant-
ceniric portal, voica over IP sarvices, and an
applications hostng service for smal and modim-
sized businessas.

Eureka Broadband www.gurekabroadband.com Eureka Broarbend provides broadband sarvices to 270 Madison Avanue ATAT Vanwres, Spectrum private
Husiness customers in commercial office buidings.  New York, NY 10016 Equity Investors, Eagle
The company's In-bullding network Is dapioyed in Financial Partners, Lineactiva

over 300 buldings, primarily in New York and

Southem CaMornla. Eureka bundles broadband

appiications and content, such as Internet accass, ,
softwars rents, video streaming. business TV and £
nther [T services over ts packel-based fber

natwork,

Evarest Broadband www.eyerestboadband.com Eversst Broadband Networks provides broadband  Ona Executiva Drive

Pequot Caphtal Management,  privato
Networks

sorvices to lenants of commercial office buidings Fortlea, New Jersey (07024 SOFTBANK Venture Capital,
and residential mult-dweling unts as well as o Wortview Technokgy

hotel properties. The company's services incide Partners, Wolfson Equities
high-spead intecnat access, telepnony, aind video

sorvices,

Page 134 € June 2000

FOR PUBLIC INSPECTION FCC2A000000912



DAINRAUSCHER WESSELS

MooiaStar Natiork www mohtes lar com
OnePoint W ong o torm com
Commuricolions

OnSka Access Wrw 0n8 Raac et & com
Phatplpa wrew phatpipe.com
ReFiex G W, com
Skywsy Partners www,skywny parinsrg. com
STSN www.itin.com

Tanant Connact Www tananttonnect com
Urban Madia wrewurhBRmedia, com
Wayport www.waypert.com

Wired Business W, wir sdbusings s com

Eziaz provides broddband Internal ¢ommynicat
and ephanced dats ervicas, such as Wob hasing,
B~COMMOrea and vitual privals patworking, within
myfii-lenant commencial office properties. As of
Apr 30, 2000, Ezinz had mepandadinle 38 cites
snd ostatished service In 209 buldings,

ing 60 mion rontabie o fool.
MobleStat it crariing 2 network of Nigh-spoed,
wireless Wblomal nccaas localion for businass
travaiars using wirslass LAN nchnolgy.
MobleStar's network ik siated for inslallation in
more than 700 hotels, airports snd convention
cealers in 130 U.S. cites this yast?, with mors than
400 sites currenty in operstion.
OnePoint Communications proviles
COMMUNICALONE SArvicss for fedidants af
=partmenl communitiss, The company offers local
and ong-dislencs telephons service, cakin
Islavision and high-spasd intsmet accec s, and
serves mars Ihen €8,600 custamers n 10 siates,

OnSite Ascess i a bullting-caniric provider of
integrated volca, dabe, and Intnet sarvices. The
company has degioysd brosdrand fac e
Covaring over 350 mion 3quats fosl of real sitats
n 28 markels.

FPhatPipd is & tanani-centric businass services
provider that anzhiss commarcisl rasl agiats
owrers the abilty to offer products and services o
thelr lenand bas e, whils Kveraging bulk tamant
deimand to negotiate decbunts on services such as
broadband accoss.

ReFlax Commuricalians provkies high-spsed
Internat, deta, video, and volce aorvices 19

ard it Tha
COMPBNY'E natwn Spans 12 moskedt GCroEs ning
statos.
Shyway Pariners provides broadband sarvices (o
tenants of it t Wt and residential
buildings. The tompany's olferings includs date,
voice, viieo, and inlerniel services over in-buliding
breadband faclktias,
STSH provides hiph-spasd iniamal, VPN, and s
COMMMCa services o tha burinass bravelr
market. The comgany 5 parinbing with bushess
hoiat zhaing to deploy wirsles 5 LAN and wirsine
broadband infrastructure in major ULS. and
Intavnational ciing.
Founded in 1904, TanantConrect ik 3 BSP that
providas voice and data teincommuric stion
SOMVCes 1o Smak to medrim-sized businenzes in
more than 2,000,000 squere losl of office 3pace.
The company Is 6 ragsiered CLEC in ks
oparalional markets, kbcated primardy in Southam
Cakfornia.
Urban Madia is & bullding-cantrc s ervice provider
offaring free bazic infwmnet connectiviy to smal and
medium-sized businesses g5 well as an array of
fee-based roadband sarvices, such 45 ool and
long distance vaice, »-mal services, domain nema
reglsiraton, remots aceess, YWah hosting, and
virtual private natwarking. Urtkan Media's carvices
siscinolida an intagrated e-toobar, which previde
cuslomms #Ccess 10 spocilized services, content
ahd shpleations.
Wayport usos wirelsaa LAN techhology Lo provide
high-s peed Intarmiat accass and VPN 2ervices to
buskass hilels, airports, end masting faciktien.

Wired Businoas bs an in-bllding, faciitlss-based
provider of sarvices t» smak

§S0 West Van Buren
Chicago, IL 60607

1601 N, Glenvills Drive
Richerdsan, TX T5081

130 Field Drive
Lake Foresl, TL 60045

1372 Broadway
New York, MY 10018

1902 Wright Place
Carwbad, CA 92008

"8 5. King St Sta. 10§

Sostila, WA 38104

200 Motor Parkway

" Havppauge, NY 11788

5983 5. Redwood Orive
Sak Lake City, UT 84123

2718 Ocoan Park 8ivd, Sulle
1064
Santa Monica, CAQMd0S

101 University Avenug
Paip Ao, CA 94301

7

£303 North MoPac Expressway
Auslin, TX 78759

2 Ponn Canter Plaza

madium-5izod busines se s in muki-tenant office
buikdings, The company ulitzes the bulding’s
exlzing copper infrasinuciure do pravids broadband
Intarnat accoss.

F PA 19107

Crossponl Vankure Pariners,
Edgewater Funds, lnsighie
Financial Graup, SUMarous
roual a5telA owhors shd
oparalors

Mayfield Fund, Bueprint
Vanturas, Nonwes! Venture
Parinars, Sieons Holdnge,
Tarrant Vemure Prrinary

58C Communicetions,
Vanfuras in Communications,
and cther private sporsors

Spactium Eqully Investors,
Cross point Vanturs Parters,
JF Margen Cagital, ATAT
Vanuwes, Reckson Service
Industrigs, Veritech
Vaniutes, numaroys real
aslale awners and operatos.

AMB Proparties

The Sprout Group Enlorprise
Partners

MM OUs private spomons

APV Tachnology Parthavs,
BankONs, Firsl Mwdia 3T
Houdings, inlsl Carparatian,
MarrioH International, Thied
Coast Capital, ThomVest,
TransAmerica Technolgy
Ranl natats owners and
aperators.

SOFTBANK Vants Capital,
Accel Partnars

Savin Rosan Funds, New
Enlwrpriss Associatex, Tratlc
Vanture Partners, and GG
Technoiogy Fund

Dophin Commwnication
Fartners, Norwest Vanture
Partnars, Foresl City
Enlsrprise

private

private

privale

private

privets

privala
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& The Perfect Accompaniment

Adding music to your sales environment offers scores of advantages. It enhances the mood of your establishment,
extends your brand personality, and energizes customers and employees. When customers heat their favorite
music, they'll shop ionger, leading to increased sales. Music and Messaging Services from DIRECWAY set the

tone for your husiness environment,

Music and Messaging services from DIRECWAY is

a full-service, customizable music and messaging
solution that lets you tailor your music and messaging
by time of day as well as store region or location,
With easy and fast installation, Music and Messaging
services from DIRECWAY allow you to start up quickly
and don't require staff training and support for its
operation. Take advantage of these benefits while keeping
employees free to concentrate on their primary role,
your customers, Integrate daily, weekly, monthly or
quarterly marketing messages for timely, compelling
advertissments and other sales initiatives. Music and
Messaging services from DIRECWAY accommodates
on-hold music and messaging for another oppartunity
to educate and entertain customers in a manner
consistent with the in-store experience. Music and
Messaging services from DIRECWAY can provide
production facilities for your messaging, or accept
already produced messaging from you or your agency.

FOR PUBLIC INSPECTION

% 15 channeis of GD Quality Music

Chaose energized, upbeat music to stimulate
activity in retail envirenments during the day and
opt for soothing melodies for subdued activities in
the morning or evenings. Pump up the volume of
today’s techno sounds to appeal to younger customers
and staff, or lend a distinct air of sophistication
with classical or jazz selections. Perhaps oldies are
the perfect intra-generational option—with Music
and Messaging services from DIRECWAY, you'll find
the mix of music that's best for you, for your customers
and for each store environment. Unlike on-air music
sources, Music and Messaging services from
DIRECWAY is all-digital—so there's no static, hissing
or pops. Combined with this quality is a selection
that lets you not only target your customers by

music type, but combine different genres to

provide a compelling’énvironment for everyone.

FCC2A000000915




Each of our exciting genres contains 20 hours of

’ music, which are automatically updated to keep

them fresh. Cheose from these three options to meet
the specific music demands of your demographic.

SELECT - Choose the one music channel that best
meets your needs to establish a consistent music
element throughout your retail network. integrate the
same music channel into your en-hold messaging
systern for even more consistent branding. Optionally,
your personalized messages can be included to
stimulate customer sales.

PREMIERE — Add flexibility to your music program by
utilizing any combination of four different music
channels. Change from easy-going selections in

the mornings and evenings, to more upbeat and
energetic selections during peak daytime hours
when a younger crowd might be in-store. You can
select music specific to the characteristics of a

@ group of stores or even by location. Included in
your PREMIERE package are:

& Payparting - allows you to tailer music to
specific times of day.

B Regignalization - lets yau play music per group
of locations — geographically, by store type or
event, for example,

With PREMIERE service, you also can choose
from these options to further customize your
music marketing prograrﬁ.

8  Music On-Hold - helps extend your brand by
allowing callers on hold to hear a consistent
music style.

B Messaging - Broadcast announcements and
influence customer decisions at peint-of-sate by
inserting messages or advertisements into the
music playlist.

@ B Music & Messaging On-Hold - allows you to combine
your music and messaging in-store with that of
callers on hald.

FOR PUBLIC INSPECTION
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CUSTOM — When your branding cencept and your
target markets demand a personalized music solution,
Music and Messaging services from DIRECWAY, in
conjunction with our music partners, can produce
totally customized audio solutions.

From our maost basic service to our totally customizable
one, Music and Messaging services from DIRECWAY
is a chart-topping music and messaging resource you
can depend on to help create your image and better
control your business.

8 Messaging-that speaks to your audience

Ancther great way to target customers is with
Messaging services from DIRECWAY. A custom
messaging service—and a profitable option to
integrate into your music mix. With messages you
furnish to us already preduced, or have produced
through our partners, you can:

& Spotfight products

& Coordinate with in-store promotions

& Extend external promations by including their
themes in-store

8@ Fxtend and reinforce valuable and effective
branding effort

e
®  Broadcast public sérvice announcements

All leading to higher potential sales and increased
customer awareness.,
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U.S. OFFICES

EASTERN REGION

CT, DE, OC, KY, ME, MD, NH,
NJ, NY, PA, RI, TN, VT, VA, WV

Phone: 732-906-3100
Fax: 732-906-3550

CENTRAL REGION

L, IN, 1A, KS, M1, MN, MO,
NE, ND, OH, SD, Wi

Phone: 773-714-8800
Fax: 773-714-0223

SOUTHERN REGION

AL, AR, FL, GA, LA, MS, NC,
OK, TX

Phone: 972-868-9031
Fax: 972-868-9071

WESTERN REGION

AK, CA, CO, HI, ID, MT, NV, NM,
OR, UT, WA, WY

Phone. 858-452-4731
Fax: 858-597-8925

INTERNATIONAL OFFICES

HNS EURDPE
italy

Phore:  39-06-844-0611
Fax: 39-06-844-06124

United Kingdom

Phone; 44-1908-221-122
Fax: 44-1908-221-127

SOUTHEAST ASIA
Philippines

Phone: 63-2-§11-0370
Fax: 63-2-811-0459

NORTH ASIA
China

Phone: 86-10-6512-2288 x502
Fax: 86-10-6512-3593

LATIN AMERICA
Brazil

Phone: 55-11-5079-7533
Fax: 55-11-5079-7576

Miami

Phone: 305-261-2111
Fax: 305-261-0009

AFRICA & THE MIDDLE EAST

United Arab Emifrates

Phone: 9714-332-6300
Fax: 9714-332-6292

Music and Messaging services from DIRECWAY are ane feature of a camplete list of services offered by
HUGHES Network Systems. Other DIRECWAY Services include:

B Polling
¥ Business Television
¥ Credit Card Validation

& Content Delivery

8 Empioyee Training

B infernet Access

B Credit Aggregation

For more information, contact the sales representative in your region or send an email to Music@hns.com

HUGHES

VGEME=.

NETWEGRK SYSTEMS

www_hns.com

11717 Exploration Lane Germantown, MD 20876
Phone 301.428.5969 Fax. 301.428.7066

FOR PUBLIC INSPECTION

FCC2A000000917




Ricky Martin, Destiriy‘q Child, -
Jessica Simpson, Len,.
Fighters, Backstreet 5

Bob James, Eadl Klugh;
Ritenour, Rippingtons

-Relaxed. family-friendly and
tradiffonal

18-35 casual adult

Spanish Rhythms 25+ casual adblt

Groovin’ R&B 1835 urbanadut ;...

- “

Feelin’ Jazzy 25-55- ebntferi_npmry adut - .

Memory Lane
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- JOURNAL OF
SERVICES MARKETING

Practical Applications of Music
in Service Settings

J. Duncan Herrington and Louis M. Capella

Musick hath Charms 1o soothe a savage Breast
To sofien Rocks, or bend a knotted Qak.

{*ve read, that things inanimate have mov'd,
And, as with living Souls, have been inform'd,
By Magick Numbers and persuasive Sound.

Such gocs the ofien (mis)quoted passage
from William Congreve’s play The Mourmning
Bride. While the magical effects of music on
mankind as related through folklore provide a
certain amount of intuitive pleasure, itis only
recently that researchers have begun
scientifically to explore the effects of music
on consumer behavior. A number of studies,
most of them published in the last ten years,
provide some empirical evidence to support
the plethora of mylhs surrounding musical
effects. However, many of the commonly
accepied axioms concerning musical effects
are based on inference, anecdole or, at besl.
weak empirical findings which are limiled in
terms of their applicability. In addition, most
of what is practiced appears 1o be based more
on intuition than available facts (Miller,
1991). Considered in its entirety, it appears
that practical knowledge of background
music is somewhat [imited. This is
unfortunate, given ils potential applications
(Brunez, 1950).

The primary purpose of this article is o
discuss the practical applications of music in
retail and service seltings. More specifically,
it attempts to apply what is known aboul
music and musical effects to the development

Jourral of Services Marteting. Yol 8 No. 3, 1334, pp. 50-65
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of more effective retail and service strategies
regarding the selection of appropriate
background music. The retailers and service
providers for which these concepts are most
applicable are those who require consumers
to visit their locations (e.g. traditional
retzilers, medical services and other location-
bound service providers).

Unique to this article is a discussion of the
various characteristics of music thal
potentially evoke certain desirable consumer
behaviors, thus resulting in some practical
considerations for selecting appropriate
background music. Secondary data relating
the musical preferences of consumers are also
provided in an effost to help retailers to
determine the most appropriate type of music
for their target market. Of notable intercst is a
presentation of the differences between the
structural (physical) and affective (emotional)
characteristics of music and the specific
behavioral effects associated with these
characteristics. Deficiencies in the literature
are revealed and some suggestions are offered
which may serve 10 guide future rescarch
toward filling some of the theoretical gaps.

Practical Applications of Retail

Background Music _

It is safe to assume that retail profitability is

determined in part by meeting three primary

objectives:

(1) gctting an optimal number of consumers
into the establishment,

0]

Reproducad with pernission of copyright ownor., Further reaprofuctjon prohlbitod.
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{2) helping consumers lo achieve positive
shopping experiences within the
eslablishment (this includes fulfilling
purchase nceds), and

(3} encouraging long-term consumer
patronage.

Consequently, the discussion presented here
will be in the context of how music can be
used to help retailers to accomplish these
objectives.

Figure| is a simplified structural
framework 1o organize the discussion of the
literature on music and retail sellings.
Previous experience with a retailer and/or
knowledge of a retailer from other sources
provide input for the retail selection decision,
The influence of music on the retail customer
at the point of purchase is the second part of
the framework consisting of store
atmosphere, shopper mood, employee
performance. and customer psychologicat
costs of shopping. These variables influence
the amount of time spent and purchase
amounts within the refail setting as well as
shoppers™ evaluations of the shopping
experience (¢.g. employee performance and
customer service). Finally, customer
evaluations serve as input for future retail
sclection decisions (retail patronage).

Background Music and Store Selection
In practical terms, a retailer might ask “How
can background music help to draw
customers into my establishment?” The
answer: through its impact on retailer image!
Retailer image serves as the basis for
consumer attitudes toward a rclail
eslablishment and, ultimately, store selection
(Monroe and Guiltinan, 1975). Retailer image
is formed on the basis of such factors as
merchandise quality, pricing and assartment,
convenience of location, sales clerk
performance, general service level, and store
atmosphere or environment (Mazursky and
Jacoby, 1986). The degree to which retail
almosphere influences a consumer’s store
selection decision varies by the types of
product and service provided by the retailer
{Kotler, 1973). For some retail operations
such as night-clubs, bars, and discotheques.
almosphere may serve as one of the primary
consumer selection criteria. Atmosphere may
play a lesser role for other types of relailer
{e.g. hardware stores). Regardiess of the lcvel
of impact, aimosphere can help to define a
retaifer's image (Ward er al., 1992) and
background music can be an important
component of retait atmosphere (Langrehr,
1991; Milliman, 1982).

Because of its potential impact on
atmosphere, background music may influence
choice between stores of the same lype
(Baker er al., 1992). Consequently, plaving
the appropriate background music may help a
retailer to develop a desirable atmosphere.
which in turn contributes to the image of the
retailer and consumer store choice (Zillmann
and Bhatia, 1989). For instance, a consumer’s
decision to patronize a night-club or
discotheque may be based almost exclusively
on the type of music played, as different types

of music appeal to different segments of the
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Figure 1.

Structural Framework for Relationship ol Music to
a Retail Environment
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market. Even non-entertainment-oriented
retailers such as The Limited apparel siores
use popular contempocary background music
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