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PRESENTATION
Operator
Good day, and welcome to the Crown Castle Q2 2021 Earnings Conference Call. Today's call is being recorded. And now at this time, I'd
like to turn the conference over to Mr. Ben Lowe, Vice President of Corporate Finance. Please go ahead, sir.
Benjamin Raymond Lowe Crown Castle International Corp. (REIT) - VP of Corporate Finance & Treasurer
Great. Thank you, Cody, and good morning, everyone. Thank you for joining us today as we discuss our second quarter 2021 results. With
me on the call this morning are Jay Brown, Crown Castle's Chief Executive Officer; and Dan Schlanger, Crown Castle's Chief Financial
Officer.
Today, the discussion, we have posted supplemental materials in the Investors section of our website at crowncastle.com that we will -that will be referenced throughout the call this morning.
This conference call will contain forward-looking statements, which are subject to certain risks, uncertainties and assumptions, and the
actual results may vary materially from those expected. Information about potential factors which could affect our results is available in
the press release and the Risk Factors section of the company's SEC filings. Our statements are made as of today, July 22, 2021, and we
assume no obligation to update any forward-looking statements.
In addition, today's call includes discussions of certain non-GAAP financial measures. Tables reconciling these non-GAAP financial
measures are available in the supplemental information package in the Investors section of the company's website at crowncastle.com.
Before I turn the call over to Jay, I want to mention that we will take as many questions as possible following our prepared remarks, but
we plan to limit the call to 60 minutes this morning. So with that, let me turn the call over to Jay.
Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Thanks, Ben, and thank you, everyone, for joining us on the call this morning. As you saw from our second quarter results and increased
full year outlook, we continue to generate significant growth in cash flows and dividends from the deployment of 5G in the U.S. We are
experiencing the highest level of tower activity in our history, resulting in a year of outsized growth as we now anticipate 12% growth in
AFFO per share for full year 2021, meaningfully above our long-term annual target of 7% to 8%.
Our current 7% to 8% growth target was established in 2017 when we expanded our fiber and small cell strategy through the completion
of our largest acquisition. This 7% to 8% growth target was an increase of 100 basis points from our prior target since we expected a
diverse portfolio to increase our ability to consistently drive long-term growth. Since that time, the strategy has worked better than
expected as we have grown our dividend per share at a compounded annual growth rate of 9%, with some years being driven by outsized

REFINITIV STREETEVENTS | www.refinitiv.com | Contact Us
©2021 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is
prohibited without the prior written consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its
affiliated companies.

2

JULY 22, 2021 / 2:30PM GMT, Q2 2021 Crown Castle International Corp Earnings Call
growth in our fiber and small cell business like last year, and other years like this one being driven by higher growth in our tower
business.
This record level of activity is tied to the existing wireless carriers increasing their spend to add more equipment to tower sites and DISH
starting to build a new nationwide 5G network from scratch. We expect this elevated level of activity to continue beyond this year and
support future growth on our towers.
While driving strong growth in our tower business this year, the initial focus by our customers on towers has also led to some delays in
our small cell deployment, shifting the timing of when we expect to complete the nearly 30,000 small cells contractually committed in
our backlog. When combined with zoning and permitting challenges as well as the previously disclosed Sprint cancellation, we now
expect to deploy approximately 5,000 small cells in each of this year and next year with the remaining nearly $20,000 from our current
backlog completed beyond 2022.
This delay has not impacted our view of long-term attractiveness of small cells since the fundamental need for small cells continues and
the unit economics remain in line with our expectation. With more than 50,000 small cells on air, we have already seen how important
small cells are as a key tool used by the carriers to add network capacity by reusing their spectrum over shorter and shorter distances. We
believe small cells will be an even more important tool going forward as the nature of wireless networks requires continued cell site
densification to meet the increasing demand for data, especially as 5G networks are deployed.
As a result, we believe these timing factors will not alter our long-term returns on our investments or our ability to deliver on our growth
objectives. Dan is going to discuss our second quarter results and our expectations for the balance of 2021 in a bit more detail, so I want
to focus my comments this morning on our strategy to deliver the highest risk-adjusted returns for our shareholders.
One of the core principles of our strategy is to focus on the U.S. market because we believe it is the best market for communications
infrastructure ownership, with the most attractive growth profile and the lowest risk. With that view in mind, we've invested nearly $40
billion in shared infrastructure assets that we believe are mission-critical for today's wireless networks and sit in front of what is expected
to be a massive decade-long investment by our customers to deploy 5G in the U.S.
As you can see on Slide 4, our tower and fiber investments are at 2 different stages of development and maturity. Our tower investment
began more than 20 years ago at an approximately 3% yield, when we built and acquired assets that we could share across multiple
customers. By providing a lower cost to each customer, we have leased up those assets over the years and generated compelling returns
for our shareholders.
As we have proven out the value proposition for our customers over time, our tower assets now generate a yield on invested capital of 11%
with meaningful capacity to support additional growth. As we realize the wireless network architecture would need to evolve with 4G,
requiring a network of cell sites that would be much denser and closer to end users, we expanded our shared infrastructure offering
beyond towers, establishing the industry-leading small cell business in the U.S. It's encouraging that the business is already generating a
current yield on invested capital of more than 7%, given the relative immaturity of these investments.
To provide additional visibility into how our investments are progressing, we've updated our analysis of the cohort of 5 markets we
introduced a year ago. Looking at a collective view of how these 5 markets have performed over the last year on Slide 5, growth from
both small cells and fiber solutions has contributed to an incremental yield of 7% on the approximately $200 million of incremental net
capital investment. Adjusted for the timing impacts associated with the large in-process small cell project, where capital investment has
occurred in advance of the corresponding revenue and cash flows, the incremental yield is approximately 8%. This incremental yield
resulted in a modest decline in the combined cash yield from 9.2% a year ago to 9% currently. This is in line with our expectations as we
have invested in new small cells at a 6% to 7% initial yield that we expect to grow over time as we lease up those assets to additional
customers.
During the last year in these markets, we have added more than 500 route miles of new high-capacity fiber to support the deployment of
approximately 2,000 small cells. Importantly, approximately 40% of the small cells deployed were co-located on existing fiber with the
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balance representing new anchor builds in attractive areas of these markets where we expect to capture future small cell and fiber
solutions demand.
We believe each of the markets shown on Slide 6 provides a helpful representation of how our overall strategy is performing over time,
given how different these markets are when it comes to the average life of the investment, the density of small cell nodes per mile of fiber
and the degree of contribution from both small cells and fiber solutions.
Generally speaking, we would expect markets that have a longer average investment life to have higher returns than those with less
mature assets. This is true because we have more time to add customers to existing assets, which is consistent with our historical
experience with towers, where we have, on average, added about 1 tenant -- 1 new tenant every 10 years.
Similar to our experience with the movements in yield and tower investments over time, as we showed back on Page 4, sometimes the
steady climb of yields on legacy investment is less obvious as we invest in less mature assets that bring down the overall market yield.
This is certainly true of some of the cohort. Very much related to the average life of the investment is the density of small cells per route
mile of fiber since, as in the tower business, the co-location of additional nodes on existing fiber is what drives the yields up over time.
Consequently, we typically see a higher percentage of nodes co-located on existing fiber as the density of nodes increases.
On the third characteristic, we believe the markets with both small cells and fiber solutions will ultimately have higher yields than those
with only 1 of the 2 revenue streams.
With this setup as a backdrop, I want to share a few observations that I think are important to highlight as we assess this data set on
Page 6.
Looking across the markets, you can see the longer average investment lives tend to correspond to higher yield. Denver has the least
mature capital base and the lowest market yield, while Orlando has one of the most mature capital bases and the highest yields. In
addition, the higher density of nodes per mile, which is generally correlated with the longer investment life and higher percentage of
co-located nodes generates higher market yield. The financial benefit associated with co-locating nodes is apparent when looking at the
incremental yield in Los Angeles and Phoenix.
In the last year, about half of the small cells deployed across those 2 markets were co-located on existing fiber, resulting in a strong
incremental yield. Meanwhile, Denver does not fit neatly into this framework, featuring the highest node density but the lowest yield.
Part of the explanation is that Denver is a market where we spent more than we originally budgeted on our initial build activity, which
weighed down the starting yield.
Importantly, during the last 12 months, we achieved strong yields on incremental invested capital in Denver, increasing the market yield
by 70 basis points. This is consistent with our experience more broadly in the small cell business as co-located nodes on existing fiber
come at high incremental yields, driving attractive returns over time. And finally, looking at the financial benefit of having both small
cells and fiber solutions leveraging the same asset base, you can see the markets with a meaningful contribution from both offerings are
generally performing better. The best example to point to here is Philadelphia, where despite having a less mature capital base and
lower node density than Phoenix, it is generating a similar yield on invested capital of nearly 10% due primarily to the higher contribution
from fiber solutions.
Our experience in Philadelphia also highlights another important point when assessing the performance of a portfolio of assets. Similar
to what we've seen throughout our long history of towers, when you zoom in on a particular set of assets and focus on a short time
period, the picture may not always be perfect. Over the last year, the market yield in Philadelphia has contracted by 60 basis points due
to a combination of a lack of small cell activity as this was not a priority market for our customers and more muted growth from fiber
solutions.
Despite this, Philadelphia is still generating a very attractive yield on invested capital, and we believe our dense fiber footprint in this top
market is positioned well to capture future small cell and fiber solutions growth.
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In summary, the combined performance of this cohort of market provides another point of validation for our strategy, with small cells and
fiber solutions growth contributing to attractive incremental yields while we continue to make discretionary investments in new assets
that will expand the long-term growth opportunity.
Turning back now to our overall strategy. As has been obvious to all of us over the last 18 months, connectivity is vital to our economy
and how we live and interact with one another. Our strategy is to provide profitable solutions to connect communities and people to each
other. Our business is also inherently sustainable. Our shared infrastructure solutions limit the proliferation of infrastructure and
minimize the use of natural resources. Our solutions help address societal challenges like the digital divide in underserved communities
by advancing access to education and technology.
As you've seen in our last 2 sustainability reports, we've enhanced our focus on ESG, which we believe will drive increased revenue
opportunities from things like smart cities and broadband for all and lower operating costs in areas like tower lighting, electric vehicles
and interest savings, which Dan will discuss in just a minute.
Importantly, none of this is possible without a team at Crown Castle that embraces diversity and inclusion, ensuring that our employees
and our business partners are empowered to help us serve our customers, connect our communities and build the future of
communications infrastructure in the U.S.
So to wrap up, we expect to deliver outsized AFFO per share growth of 12% this year as we capitalize on the highest tower activity levels
in our history with our customers deploying 5G at scale.
We expect this elevated level of tower activity to continue beyond this year. Our diversified strategy of towers and small cells has driven
higher growth than expected as we have grown our dividend at a compounded annual growth rate of 9% since we expanded our strategy
in 2017. And looking forward, I believe our strategy to offer a combination of towers, small cells and fiber solutions, which are all critical
components needed to develop 5G will extend our opportunity to deliver dividend per share growth of 7% to 8% per year. And when I
consider the durability of the underlying demand trends we see in the U.S. that provides significant visibility into the future growth for our
business, I believe Crown Castle stands out as a unique investment that we believe will generate compelling returns over time.
And with that, I'll turn the call over to Dan.
Daniel K. Schlanger Crown Castle International Corp. (REIT) - Executive VP & CFO
Thanks, Jay, and good morning, everyone. As Jay mentioned, 2021 is shaping up to be a great year of growth for Crown Castle as our
customers deploy 5G nationwide. The elevated tower activity drove strong second quarter financial results and another increase to our
full year outlook, which now includes an expected 12% growth in AFFO per share.
Turning to second quarter results on Slide 7. Site rental revenue increased 8%, including 5.3% growth in organic contribution to site
rental revenue. This growth included 8.6% growth from new leasing activity and contracted escalators net of 3.3% from nonrenewal. The
higher activity levels also drove a $40 million increase in contribution from services when compared to second quarter 2020, leading to
15% growth in adjusted EBITDA and 18% growth in AFFO per share.
Turning to Slide 8. With the strong second quarter and continued momentum, we have again increased our full year outlook, highlighted
by a $30 million increase to adjusted EBITDA and a $20 million increase to AFFO. The higher activity in towers drove the majority of
these changes to our outlook including an additional $15 million in straight-line revenue, a $45 million increase to the expected
contribution from services and $15 million of additional labor costs.
The lower expected volume of small cells deployed this year that Jay discussed earlier results in a $10 million reduction in organic
contribution to site rental revenue, which translates to a 20 basis point reduction in the expected full year growth in consolidated organic
contribution to site rental revenue to 5.7%. Our expectations for the contribution to full year growth from towers and fiber solutions
remains unchanged at approximately 6% for towers and 3% for fiber solutions, with small cell growth now expected to be approximately
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10% compared to our previous outlook of approximately 13% growth.
Moving to investment activities. During the second quarter, capital expenditures totaled $308 million, including $19 million of sustaining
expenditures, $60 million of discretionary capital expenditures for our tower segment and $223 million of discretionary capital
expenditures for our fiber segment. Our full year expectation for capital expenditures has reduced to $1.3 billion from our prior
expectation of $1.5 billion, primarily attributed to the reduction in small cells we expect to deploy this year.
Turning to our balance sheet. We exited the second quarter with a net debt-to-EBITDA ratio of approximately 5x, which is in line with our
target leverage. Consistent with our overall focus on delivering the highest risk-adjusted return for shareholders, we have methodically
reduced risk across our balance sheet over the last 5 years by reducing our exposure to variable rate debt in extending the maturity
profile of our borrowings to better align the duration of our assets and liabilities. Specifically, since our first investment-grade bond
offering in early 2016, we have increased the weighted average maturity from just over 5 years to nearly 10 years, increased our mix of
fixed rate debt from just under 70% to more than 90% and reduced our weighted average borrowing rate from 3.8% to 3.2%.
Consistent with that focus, we issued $750 million of 10-year senior unsecured notes in June at 2.5% to refinance outstanding notes
maturing in 2022 and to repay outstanding borrowings on our commercial paper program. Additionally, in June, we amended our
existing credit facility, extending the maturity date to June 2026 and incorporating sustainability targets that resulted in lower interest
rates in the facility as we achieve specified sustainability metrics over the next 5 years. We believe this was the first time sustainability
targets had been incorporated in a credit facility for tower company.
Adding quantifiable sustainability metrics to our inherently sustainable business model that Jay outlined earlier highlights our
commitment to delivering value to all our stakeholders.
Stepping back and to wrap things up, we are excited about the record levels of tower activity as our customers deploy 5G at scale. We are
capitalizing on those positive fundamentals and expect to deliver a great year of growth with AFFO now expected to grow 12% for the full
year 2021, meaningfully above our long-term annual target of 7% to 8%. Our diverse portfolio of assets and customer solutions has
performed better than expected since we meaningfully augmented our fiber footprint with a large acquisition in 2017 as we have grown
our dividend per share at a compound annual growth rate of 9% over that time.
Importantly, in some years like last year, our fiber and small cell business has driven that outperformance, while in other years like this
one, our tower business is the driver. We continue to invest in new assets that we believe will allow us to grow our dividend per share at
7% to 8% per year going forward. This growth provides a very attractive total return opportunity when combined with our current
approximately 3% dividend yield, and we believe our investments in new assets will extend this opportunity into the future.
With that, Cody, I'd like to open the call to questions.
QUESTIONS AND ANSWERS
Operator
(Operator Instructions) And we'll take our first question from Michael Rollins from Citi.
Michael Ian Rollins Citigroup Inc., Research Division - MD & U.S. Telecoms Analyst
Curious if you could just unpack a bit more in terms of the change in the small cell target for 2021 and 2022 in terms of weighing the
impact that the customer decisions had relative to the zoning impact and some of the issues you're experiencing just on that time line to
get small cells constructed.
And then just a follow-up question. Curious, in the supplemental deck, there were some additional straight line that was highlighted into
the quarter, and there is an extension or an increase in duration of average lease length for the non-big 3 national carriers. I'm just
curious if you could unpack the activity that you're seeing just outside of what you've experienced from the big 3 national carriers in the
context of what was in the deck and how that may come through in the future.
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Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Mike, I'll take the first question and then Dan can address the second one. As we highlighted, there's 3 primary components of our
decision to push out some of this activity beyond 2022. There's the customer prioritization, which we highlighted, the Sprint cancellation
and then also the zoning and permitting challenges.
Breaking that out by years, I would put the customer prioritization and some of the zoning and planning challenges as hitting us in 2021.
And then the Sprint cancellation in '22 is the biggest impact there, along with some of the timing of the new nodes and those going out
in years beyond 2022.
Big picture, if I go back up to kind of what drives that and why are we seeing it, I would go back to past experiences as we've gone
through technology cycles and upgrades, the network went from 2G to 3G, 3 to 4. And now we're in the middle of this move from 4G to
5G. And the carriers go through a process of really prioritizing the sites that they're already on and upgrading those sites with the new
technology and in this case, it's a combination of new technology and upgrading those sites with the new spectrum bands that they've
acquired.
And so what we've seen in these early stages of 5G is a real focus on getting those new spectrum bands out on macro sites. So there's
been a reprioritization of the capital spend here in calendar year 2021 of moving towards getting those macros upgraded for 5G and be
prioritizing in the near term some of those small cells. So we think it's just timing, as I mentioned earlier, that they're just pushing out to
the right.
And obviously, when you look at our results and our outlook, we're seeing the push on that is going towards towers. So meaningful uplift
on the services side and the tower activity and a level of elevated activity we really, frankly, on the macro tower side, have never seen in
our company's history. And we think that's going to continue into 2022 as the carriers over allocate towards macro sites not only this
year, but then next year. And then we think it probably comes back to a more balanced activity level as we get into 2023.
Daniel K. Schlanger Crown Castle International Corp. (REIT) - Executive VP & CFO
Yes. Mike, I'll hit your second question around the straight line increases and extension. As we've discussed before, those straight line
increases happened a couple of ways. On the first-time install, you can see it where we get a 10-year contract, and that includes some
straight-line impact but -- or on an amendment where we go and add additional equipment on existing sites. We actually extend the
term of the contracts or the leases at that point. We get additional straight line for both of those things.
So what I would say is the increase in activity that Jay just talked about across both first-time installs and across the new amendment is
causing a lot more activity and then more straight line to hit our numbers this year. And some of that is also having the impact you're
talking about of extending the contracts both within the large 3 national carriers, but also outside of that as other companies are
increasing their activity, especially like we've talked about with DISH starting to deploy nationwide 5G network going forward. So all of
those things will add into both straight line and the extension of the contract life over time.
Operator
We'll now take our next question from Simon Flannery from Morgan Stanley.
Simon William Flannery Morgan Stanley, Research Division - MD
Great. Great to hear the commentary on the macro business and the historical rate of activity. Could you just be a little bit clearer about
what you mean by activity? Where are we today? Obviously, the services business is extremely strong. But what are you seeing in terms of
signed leases? And when do you expect that these commencements to impact your numbers? And in particular, is there anything
materially in your numbers this year for DISH?
Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Yes, Simon, thanks for the question. When we talk about activity, we're speaking specifically about applications for our towers. So in
some cases, those applications are related to going on towers they're not previously on, then in some cases, those applications would be
for amendments on sites that they're already co-located on. So we mean it collectively in terms of total applications.
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I don't want to get specifically into which carriers we're getting the benefit from, but we're seeing it across the board on the tower side.
Obviously, from the 4 carriers that everybody thinks about as well as the carriers that Dan was referencing that are outside of the large
nationwide carriers, we're seeing activity increase there. And 2021 represents a pretty meaningful step-up from anything that we saw in
the years prior to 2021. And as I mentioned before, we think that activity is going to continue into 2022 and will be reflected in our
results.
Obviously, big picture, as I spoke to the longer term, this diversification, I think, has really helped us. Last year, as we went into 2020, we
saw an allocation away from towers and towards small cells. And small cells and towers really helped us as we looked at our growth rate
last year. And this year, moving the other direction and an allocation more towards towers and one that we think continues into '22 as
the carriers focus on upgrading their macro sites.
And I think -- and maybe this is kind of at the heart of your question around the activity. The carriers, it's very common for them in the -through past technological upgrade cycles, and we think this will be true in 5G, they'll go back to the sites that they're already on and
upgrade those sites for the new technology. That will drive activity. And then as they move towards densification activities, then we'll see
more of that focused on small cells and then also some on the macro sites as they go on towers that they're not on currently. But we're in
the cycle of the long cycle of upgrading to 5G, those early stages. They're focused on upgrading the sites that they're already on.
Simon William Flannery Morgan Stanley, Research Division - MD
Great. And just one follow-up on the CapEx point. I know you're not giving '22 guidance, but is it fair to think then given 5,000 this year,
5,000 next year, the discretionary CapEx should be similar to '21?
Daniel K. Schlanger Crown Castle International Corp. (REIT) - Executive VP & CFO
Yes. I mean I'm going to say yes to everything you just said there, Simon. We don't want to give into the guidance right now. We'll do that
in 3 months. It's not that far from now, and we will get there. But yes, the CapEx does follow activity levels. So we'll follow that along and
give more specific guidance in October.
Operator
We'll hear next from Matt Niknam with Deutsche Bank.
Matthew Niknam Deutsche Bank AG, Research Division - Director
First, just to go back on small cells. I'm just wondering, you highlighted 3 points in terms of what drove the lowered outlook for this year
and next. I'm just wondering, is there a risk or are you starting to see more self-filled from the carriers taking a greater share of some of
the newer small cells coming on there.
And then secondly, I hate to go to 2022. But just given the strength in services, you've increased the outlook for services the second time
this year. Any initial thoughts you can share in terms of how tower site leasing growth could be trending into next year just as you're
seeing momentum on the tower side pick up?
Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Yes, Matt. On your first question, I don't see it as a risk to small cells. One of the things that we have been a hallmark of the way we
thought about capital investment has been a rigorous process where we consider how we invest capital. And that process that we go
through analyzes where we think demand is going to be not in the near term, but over the long term for a particular asset. As we're
investing in assets like on the small cell side, where we're putting assets in at an initial yield of 6% to 7%, we have to depend on and
count on future lease-up of those assets over a long period of time.
And so we analyzed the opportunity to invest in those assets based on what do we believe the long-term prospects for lease-up against
those assets will ultimately be. There are plenty of places around the U.S. where I think small cells will be built that our analysis will
point to an answer that says that doesn't make sense for us to invest our capital there.
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We've tried to allocate our capital to the places that have the highest return and the lowest risk against that potential lease-up. And as
we talk about the cohort and look at these markets, they have a lot of similar characteristics in terms of what's driving that co-location.
And obviously, given the amount of co-location that we've seen, even in just those cohorts that we were talking about this morning, have
a lot of data around what leads to that co-location. And so we're trying to make sure we allocate capital based on the lessons that we've
learned thus far and where we think the future demand is going to be.
Now that's going to leave a lot of opportunities for somebody else to build small cells where based on our rigorous analysis, it's just not
going to clear our return threshold. And so I believe the carriers will build some of that. They may find other third parties to help build
some of that. I think, in general, we have talked about publicly and I saw a public research report a few weeks ago that pointed to about
half of the overall demand for small cells, we've constructed or built that. And the other half has been split between other third parties
and the wireless carrier.
I think as the market continues to grow, we're not so much focused on what is our percent share of the total market, but how are we
doing in the particular markets where we're investing capital or have invested capital and are we seeing co-location that's going to drive
long-term yield against those assets over the long term. So it doesn't concern me. In fact, I think it points to the reality that there's going
to be a lot of need for these small cells and there are going to be certain locations where it just doesn't hit our return threshold, and
therefore, we won't invest capital there.
On your second question around the 2022 guidance, I'm going to mostly beg off on that other than to make the point that we try to make
in our prepared remarks. I think there are -- the large portion of our business is our tower business. We're at an elevated level of activity
in calendar year 2021. We think that continues into 2022. And as we assess kind of our long-term target of growing the AFFO per share
at 7% to 8%, we feel good about where that target is set. We feel like we'll be able to meet that as we go into 2022. And the specific
numbers about where that is and where it lands, we'll get into that next quarter when we give you guidance for 2022.
Operator
We'll hear next from Phil Cusick with JPMorgan.
Philip A. Cusick JPMorgan Chase & Co, Research Division - MD and Senior Analyst
I'm sorry to harp on this. I'm surprised that with all the carrier discussion of macro through the year and the long path to small cells, that
something happened in 2Q that was a surprise on carrier prioritization to move away from that. Was there a particular event that
happened? And the slower small cell trends and what you've highlighted as the better return from markets that get both fiber and small
cell revenue, are you more interested in selling fiber to enterprise in the next year?
Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Yes. Phil, I think on the first question, we're not surprised by the fact that the carriers would focus on the macro sites first in 5G. And
obviously, they've done that in past cycles, as we mentioned. I think we were a bit surprised by how much -- how quickly it moved and
how they reallocated as quickly as they did. So we got close to the final stages on a lot of these nodes, and there was a capital allocation
decision on their part to invest in the equipment around macro sites over some of these small cells.
So again, I mean, we said it a couple of different ways, but we think it's just timing and doesn't have any impact on the long-term returns.
So a little bit surprised, but I probably would have said the same answer last year if you asked me about the macro tower business, a little
bit surprised about how allocated they went towards fiber and small cells.
And the movement in any given year in the moment, I guess, maybe could surprise us a little bit. But longer term, when I look at the
underlying returns of the business and the unit economics and where the activity is, I think we're on track for what we overall would have
expected.
With regards to -- are we looking for better returns in the fiber business, on the fiber solutions side, obviously, we're looking to grow all

REFINITIV STREETEVENTS | www.refinitiv.com | Contact Us
©2021 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is
prohibited without the prior written consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its
affiliated companies.

9

JULY 22, 2021 / 2:30PM GMT, Q2 2021 Crown Castle International Corp Earnings Call
the revenue streams. And so to the extent there's an opportunity there that materializes, we'll pursue it. And our sales team, I think, has
done a good job coming out of the pandemic as the economy starts to open back up, we've seen good activity on that front, and they've
done a really nice job as companies are starting to return to the office and seeing some opportunities there.
Philip A. Cusick JPMorgan Chase & Co, Research Division - MD and Senior Analyst
Okay. Just a follow-up there. I mean so you talked about 10,000 this year, you've got a big backlog. How solid is that backlog in terms of
timing and size? Is this sort of a goal over a multiyear period?
Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Yes. The backlog is contractually committed. So if we show it to you, those are not nodes that we're talking about or having conversations
-- just solely conversations with the carriers. Those are at the point where they're signed contracts with the various wireless operators.
The discussions that we have with carriers and the opportunity for nodes would be above and beyond that contracted backlog that we
disclosed.
Operator
Your next from David Barden with Bank of America.
David William Barden BofA Securities, Research Division - MD
I just want to follow up on Phil's question there. So Jay, you've talked about small cell build, nodes build being kind of a 24- to 36-month
project for new builds and add-ons. So if there's any reason to believe that the small cell business will accelerate in 2023, you would
either have to know that or have to have visibility on that today in order to be preparing to kind of get that online in 2023. Could you kind
of talk a little bit more specifically about the funnel and your conviction there about how this goes from 5,000 nodes a year back to the
10,000 or better?
And then I guess the second piece is on the services side. Obviously, there's huge level of activity. Could you talk about how you're
staffing that from a manpower perspective. Is it in-house? Is it contractual? Is that where the $15 million of higher employment expense
is going? And is that going to stay with the company as long as this elevated service activity persist?
Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Sure. On your first question, yes, typically, our build cycle is about 24 to 36 months. And when you think about where is the world going,
it's an interesting year on the small cell side because while we're talking about the contraction of how many nodes we're actually going to
put on this year, we signed the largest commitment of new nodes in the company's history just a few months ago.
So when the carriers think about their deployment plans, they're not just thinking about them on a 12- or an 18-month cycle. They're
thinking about it over a much longer-term basis. So the 15,000 nodes that we contracted to build just a few months ago, that's in the
backlog, and we're working with the customers around identifying exactly where those locations are and where they're going to be.
And against that backdrop, I think we're still, as Dan and I both spoke to, the macro environment is very healthy today for macro towers,
but the need for densification remains. And as we look at the 50,000 small cell nodes that we put in place, during 4G and see how those
benefited the overall network, we think those dynamics are going to be at play in 5G, if not to a greater degree. And so the environment
and where it goes, I mean, we'll give you guidance on '22 next quarter. And as we get into years beyond that, we'll give more guidance as
we get to it. But I think the macro environment would suggest that the fundamental view that we had about the need for small cells,
complementing the macro sites that provide coverage in the market, those tenets of our strategy are intact. And that haven't seen
anything that dissuades us from that longer-term view of where capital allocation will go from the carriers, the way networks will be
deployed and then where good returns will be achieved by balancing the capital investment that we have between both towers and small
cells.
On your second question around staffing, yes, the majority of that cost is coming as we scale up for this elevated level of services. And
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much of that would be outsourced activity and costs in order to perform that work. There are components where we staff up internally.
And then we need to scale that based on the level of activity. So if we were to see the revenues from the services business come down,
then we bring back down the costs associated with it that are scaling up.
Operator
We'll take our next question from Jonathan Atkin from RBC Capital Markets.
Jonathan Atkin RBC Capital Markets, Research Division - MD & Senior Analyst
I'm interested with all the demand -- kind of the leasing demand on macro sites and small cells for that matter as well, but for macro for
the time being. Is there any -- are there any kind of long poles in the tent when it comes to possible constraints on the ability to actually
deploy the equipment, whether it's your own services division or other contractors that are used to deploy the gear? Does that have any
implication on your thoughts on book-to-bill as we sort of look into the second half of the year and next year?
Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Jonathan, certainly, it's a tight labor market. So it's not without challenge. But we feel good about where we are and the activity that
we're seeing on being able to deliver that level of activity. But it's a tight labor market and a challenge, but feel good about where we are
and our ability to deliver on the numbers that we put out here.
Jonathan Atkin RBC Capital Markets, Research Division - MD & Senior Analyst
And then I apologize if this was asked earlier, but the source of the upside that you posted, kind of how broad-based was that? And do
you see the kind of the variety of demand increasing as we sort of move into the second half of the year? Or is everybody kind of equally
active in there, various mid-band and 5G deployments at this point?
Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Yes. I would say it's broad-based across all of the wireless operators. There's a lot of work going on right now, as I mentioned before, to
upgrade the existing sites and add additional spectrum bands and get new technology onto those legacy macro sites that they were on.
So it's broad-based across all of the participants in the market. And then we're also seeing, as driven by some of the IoT stuff, new
entrants into the market that are outside of the 4 nationwide operators deploying infrastructure in various regions around the country
that's also benefiting macro site.
Jonathan Atkin RBC Capital Markets, Research Division - MD & Senior Analyst
And then finally, as it comes to kind of your lease contracts, is there any constraint that customers have in how they can use the
spectrum, whether it's for their own retail operations, whether they want to lease it to other parties entering the MVNOs, that type of
thing? How are you -- what are some of your exposures there in terms of how the customers can maybe use a spectrum in ways that don't
give you the full economics? Or are you completely kind of immune from those sorts of arrangements?
Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Yes. Jonathan, that's been something that we've been careful about since the beginning of the company where we wanted to make sure
there wasn't an opportunity to replace our role of being the shared infrastructure provider. And so our leases prohibit network sharing
and using the spectrum in a way that would, in essence, replace our role in the ecosystem.
So the carriers as we contract with them, they have the right to use their spectrum for their own use and for their own network. But if we
get into things like network sharing, that would be a conversation they would need to have with us, and we would -- there's a revenue
opportunity there.
Now obviously, we'd be open to having those conversations. So to the extent that there was economic value and return for one of our
customers certainly be open to entertaining that conversation, but I think it would come with additional revenues as it's not permitted
currently.
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Operator
We'll hear next from Colby Synesael with Cowen and Company.
Michael Elias Cowen and Company, LLC, Research Division - Research Associate
This is Michael on for Colby. Two questions, if I may. First, in the past 2 quarters, the tower network services gross margins have been
over 30% versus around 15% in 2020. Do you expect to sustain those plus 30% tower network services gross profit margins through
year-end? And then second, could you give us a sense of your willingness or openness to sell fiber assets in markets in which you don't
expect to build small cells?
Daniel K. Schlanger Crown Castle International Corp. (REIT) - Executive VP & CFO
Sure. This is Dan. I'll take that first question on service gross margin. We would anticipate that, that would continue through the end of
the year. The increase in the service gross margin has a lot to do with the mix between which services we're providing. So we have a
higher gross margin associated with what we would call preconstruction services around site acquisitions and permitting and getting the
site prepared to accept any additional antennas on the tower. And then we have a little bit of a lower gross margin associated with the
business of actually what we would call installation of putting the antennas on the tower. And right now, given where we are in the cycle
and how we -- all the activity we see, there's a lot of that preconstruction services coming through, which is what's driving that
incremental -- the higher service gross margin. And we would anticipate that continuing through the end of the year.
Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Michael, on your second question, it's a pretty theoretical question given the way that we've analyzed and invested in fiber. We've really
focused on the markets that we think have the greatest opportunity for additional small cells long term and the wireless demand that
was going to be there. So I guess in the theoretical, if one of those markets were to turn out not to have a need for small cells, I guess we
would consider that. But when I look at the portfolio and where we've invested the capital, I think the likelihood of that is probably pretty
low.
Operator
We'll hear next from Rick Prentiss with Raymond James.
Richard Hamilton Prentiss Raymond James & Associates, Inc., Research Division - Head of Telecommunication Services Equity
Research & Research Analyst
A couple of questions. Makes sense, obviously, with the small cell pushout, the gross discretionary CapEx comes down. What about what
your expectations are for prepaid rent received? I think you might have been originally thinking this year maybe $550 million. Should we
be thinking that's maybe more like in the $300 million range as far as what you're going to receive?
Daniel K. Schlanger Crown Castle International Corp. (REIT) - Executive VP & CFO
Yes. So going from growth to net CapEx is probably the easiest way to do that. We're about -- we think that now we're going to be in the
neighborhood of $1.3 billion of growth where we were at about $1.5 billion in our prior expectations. Right now, we think we'll be around
$900 million of net versus in the $1 billion range. And so the prepaid rent received comes down a little bit but just exactly what you're
talking about in line with what we see as the activity levels and where we are in the terms of building out those assets and getting the
money back from our customers. So yes, it's coming down a bit.
Richard Hamilton Prentiss Raymond James & Associates, Inc., Research Division - Head of Telecommunication Services Equity
Research & Research Analyst
Okay. And then the noncash amortization of prepaid rent, that takes a little bit longer probably to change that needle or are we still
thinking maybe up year-over-year from 2020 to '21, maybe in the $550 million range? Is that a fair level?
Daniel K. Schlanger Crown Castle International Corp. (REIT) - Executive VP & CFO
Yes. We think that -- yes, that's all very fair what you just said. And so we think the growth in our prepaid amortization is going to be
about $40 million in total going from '20 to '21.
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Richard Hamilton Prentiss Raymond James & Associates, Inc., Research Division - Head of Telecommunication Services Equity
Research & Research Analyst
Makes sense. Sorry for all this accounting changes. There's a lot of moving pieces here. The change in the straight line, Michael, called it
out a little bit. As you enter new leases with a company like DISH who's just now starting to deploy stuff, should we expect some future
significant increases to straight-line adjustments as we look at the rest of '21 and especially then in '22?
Daniel K. Schlanger Crown Castle International Corp. (REIT) - Executive VP & CFO
Yes. I'll speak more generically than just with DISH. It's as we sign new leases, we will have additional straight line as we recognize the
escalators over those leases on a ratable basis as opposed to as they actually come in to escalate. So we kind of straight line everything
as opposed to put those escalators in place over time. And that causes that straight line revenue to come in. And it is associated with
leases.
And as we discussed in the DISH specific -- in the DISH contract specifically, in order to get to that treatment, we need to have a lease,
which means we actually need to go put equipment on to a site. So the timing of that will be more associated with DISH going on to sites
as opposed to when we would sign a lease specifically. So we got to -- or sign an application or get an application, sorry, is when we
actually get it on air and starting billing is when that straight line will come in. So you will see increases of that as we see more from
DISH.
And -- but I won't speak specifically to when we expect the DISH work to come. We have said that there's a pretty limited amount of that
DISH work in our 2021 guidance. That's been true since we gave guidance last October. We still see a limited amount of it in 2021, and
we'll speak more to 2022 activity in October.
Richard Hamilton Prentiss Raymond James & Associates, Inc., Research Division - Head of Telecommunication Services Equity
Research & Research Analyst
Okay. And last one for me is augmentation CapEx for towers has been kind of coming down, but you've talked a couple of times about
carriers going back to their existing locations first, putting more antennas and radios out there. Should we expect an acceleration of
augmentation spending at the towers as we look into the future versus what we've seen, say, the last 3 quarters?
Daniel K. Schlanger Crown Castle International Corp. (REIT) - Executive VP & CFO
Yes, not necessarily. That's based on what -- how much we have to modify the towers in order to accept the additional weight and wind
loading of additional equipment. And what we've seen is just we have more based on the towers that don't require modification that has
driven that number down. So yet another reason the tower business is one of the best businesses ever is we get to add all of those
revenues without having to add capital to make it happen. And that's just a function of the business itself and the towers that we own.
Richard Hamilton Prentiss Raymond James & Associates, Inc., Research Division - Head of Telecommunication Services Equity
Research & Research Analyst
Best business ever. I guess that also -- putting out mid-band spectrum, also probably smaller antenna size helps with that item?
Daniel K. Schlanger Crown Castle International Corp. (REIT) - Executive VP & CFO
I wouldn't go specifically to which antenna band we had talked through. I would just say that -- like I said, there's additional capacity that
we have on our towers, and we're utilizing that capacity and not having to spend money in order to add additional equipment.
Operator
We'll hear next from Jeff Kvaal with Wolfe Research.
Jeffrey Thomas Kvaal Wolfe Research, LLC - Research Analyst
Yes. I guess my first question is, I understand that you don't want to tell us too much about 2022, which makes a lot of sense, and we'll
hear from that in a bit. I am wondering, though, if you can perhaps give us a flavor of how long we should expect this elevated activity to
last, when it might translate into revenues and then how long those revenues might persist for you -- that elevated level of new leases
should persist. Maybe that comparing to prior cycles would be a vehicle for doing that.
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Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Yes. Jeff, I think -- I'm going to be careful because I don't want to get too far into really giving specific guidance around 2022. But as the
tone and the activity would suggest that this elevated level of activity that we're seeing currently is going to continue into 2022. We have
not spoken about what we think it will continue -- whether or not it will continue beyond 2022.
I think big picture, if you look at the last decade, 2 decades of activity is there's a baseline level of activity that we have seen consistently
in and out of cycles of deployment of new technologies that, in many ways, it's almost like maintenance CapEx that the carriers
continually invest in their assets and that drives our top line revenue growth number from new organic leasing activity. And that has
happened at the beginning of cycles, middle and towards the end of technology cycles. And I think that will continue. It underlines our
long-term forecast of believing that we can grow the dividend 7% to 8% per year on a compounded annual basis for a long period of
time.
And everything we see in the environment today, as 5G is getting deployed suggests that, that long-term view is intact, and we feel really
good about it. So how long it will last? We'll just have to wait and see as we get into 2022, we'll start to give you a view for '23 at that
point. But elevated levels, certainly this year and next year compared to what we've seen over the last 3 to 5 years.
Jeffrey Thomas Kvaal Wolfe Research, LLC - Research Analyst
Okay. That makes sense. And I guess now I won't ask when small cells might inflect as a result. So maybe instead, could I ask you, do you
think the elevated levels are correlated kind of more with the transition to a new generation of technology or more towards the addition
of incremental factor in which may or may not align with technology migration?
Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Historically, it's been a combination of both. The best times to be in the infrastructure business over our history have been time when the
carriers had a combination of new spectrum that they had gained either through acquisitions or through auctions at the FCC, new
technology changes and enough cash flow or cash on hand on the balance sheet to be able to deploy that. And we're sitting at a period
of time where those factors -- all 3 of those factors are true. They have fallow spectrum that needs to be deployed. They're engaging in
new technologies that are going to lower their overall costs and bring more products to us as consumers. And at the same time, they
have sufficient cash flows to pay for those deployments. So that's the -- those are the best of days to be in the infrastructure business.
And we have multiple well-capitalized carriers who are in exactly that position with spectrum, technology and an ability to deploy it.
And I think that points to why we've seen these elevated levels. You paused on your second question, and I would just circle back. I think
it's a fair question to ask around what is the timing of activity in the business. And one of the things that has held true for me, a truism
about this industry is that you just can't predict with a lot of precision exactly when activity on a particular asset is going to see that
lease-up activity. We often colloquially talk about the fact that a tower adds about 1 tenant every 10 years. Well, in reality, that means
that, that 1 theoretical tower adds a tenant in a year, and the other 9 years, it doesn't add a tenant. And so looking at any short period of
time can really mask what happens over a long period of time. The assets that we own, whether it's fiber or towers are located in places
that we believe there's going to be a lot of need for the upgrade, both for densification and for coverage reasons. And these new
technologies are driving the demand on those assets.
And if we look out -- rather than looking at kind of a shorter period of time of a 1- or a 2-year period of time and look out over 10 years or
20 years, ultimately, that's how we achieve our returns. It's stacking years upon years of good growth, consistent growth in that 7% to 8%
that drive towards a larger overall total return and yield across all of the assets.
And the portfolio nature of the assets means that in certain markets, we'll see activity, in certain assets, we'll see activity in a given year.
And the next year, the activity and the capital will flow towards different markets and different assets. And over a long period of time, the
whole portfolio gets the uplift that we see that -- I pointed to there, I think it was on Slide 4, around the uplift in towers over a long period
of time. That's the portfolio effect. But if you were to graph any 1 tower, it'd be a lot choppier than the smoothness that you see even on
Page 4.
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Operator
We'll take our final question from Batya Levi with UBS.
Batya Levi UBS Investment Bank, Research Division - Executive Director and Research Analyst
Two quick questions. One, could you talk a little bit about the fiber trends and what drove the sequential decline this quarter? And
second question on the AT&T-DISH wholesale deal. How should we think about that in terms of the impact on overall activity that you
were expecting from DISH? Is there anything you could say about the minimum requirements that that's maybe in the backlog right now?
Jay A. Brown Crown Castle International Corp. (REIT) - President, CEO & Director
Sure. On the first question, we've guided towards fiber solutions, the growth this year of being about 3%. Year-over-year, I think in the
first quarter, we were up a little bit higher than what we saw in the second quarter. I think that's just timing, and I wouldn't point to
anything that's fundamentally going on in the business. I think for calendar year '21, we would expect by the time we're done, the growth
rate will be about 3% year-over-year. And anything you're seeing in the quarter-to-quarter changes that is just timing differences and not
indicative of anything fundamentally in the business.
On your second question, I'll let DISH really speak to the value and benefit of what they've recently announced. So I don't know that I
have a lot of comments there. Obviously, we have a big commitment from them. And we've got a lot of activity ongoing, working to get
their network up and built and appreciate the trust and commitment that they've made to us and are excited to deliver what they've
committed to us and we've committed to them to get on air for them as quickly as we can. So we're working hard towards that end, and
I'll let them speak to the other components of their relationship.
Thanks, everyone, for joining us this morning, and we look forward to catching up with you soon. And a special thank you to all of our
employees. The 12% year-over-year AFFO growth is not done without a lot of hard work from a lot of folks and navigating through this
pandemic and working in settings and in ways that were much different than our historical approach, our team has really done a terrific
job. So I know many of them are listening this morning. I just wanted to say thank you as we close out. Thanks for all you've done and
look forward to the balance of the year.
Operator
Thank you. And that does conclude today's conference. We do thank you all for your participation. You may now disconnect.
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