
~_i'__

RF:CEI\/ED

EX PARTE OR LATE FILED DOCKET FILE COpy ORIGINAL

. -I

Ex Parte Contact - PR Docket No. 94-103
through PR Docket No. 94-110 ­
Preemption of State Regulation of CMRS

April 6, 1995

~
CTIA

Gellular

l Telecommunications
Industry Association

qLt,/ 1250 Connecticut
Avenue, N.W.
Suite 200
Washington, D.C. 20036
202-785-0081 Telephone
202-785-0721 Fax

FEr:!'!: ("o~ .... ,. , . ' •.", ,

C~', _"

RE:

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W. - Room 222
Washington, D.C. 20554

Dear Mr. Caton:

On Thursday, April 6, 1995, Mr. Robert F. Roche, Director For Research, the
Cellular Telecommunications Industry Association (CTIA), sent the accompanying letters
and the referenced attachments to the following Commission personnel:

Chainnan Reed E. Hundt
Commissioner Andrew C. Barrett
Ms. Regina Keeney
Mr. Rudy Baca
Mr. Blair Levin
Ms. Lisa Smith
Ms. Ruth Milkman
Mr. Michael Wack
Mr. John Cimko
Mr. Stanley Wiggins
Mr. Christopher Wright

Commissioner James H. Quello
Commissioner Susan Ness
Mr. Laurence Atlas
Mr. Donald Gips
Mr. Michael Katz
Mr. William Kennard
Dr. Robert Pepper
Mr. David Siddall
Mr. Daniel Pythyon
Mr. Keith Townsend

Pursuant to Section 1.1206 of the Commission's Rules, an original and one copy of
this letter and the attachments are being filed with your office.

If there are any questions in this regard, please contact the undersigned.

Sincerely,

//Z:p~
Robert F. Roche

Attachments No. of Coptes rec'd 0~ I
UstABCOE
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April 6, 1995

Chairman Reed E. Hundt
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

RE: PR Docket Nos. 94-103 through 94-110
Preemption of State Regulation of CMRS

Dear Mr. Chairman:

fIuIIdIftg The
WIrlMIIs Future,..

CTIA
GeIlular
Telecommunications
Industry Association
1250 Connecticut
Avenue, N'w.
Suite 200
Washington, D.C. 20036
202-785-0081 Telephone
202-785-0721 Fax

I am sure that, by now, you are aware of the fact that Mr. Craig McCaw has
announced that he and his family will invest up to $1.1 billion in Nextel Communications.

This announcement constitutes another vote ofconfidence in the vitality of the
competitive wireless telecommunications marketplace. Indeed, it is a vote of confidence in
wireless telecommunications in general, and should be kept in mind in your deliberations on
all wireless telecommunications proceedings.

I attach copies of articles which cover and analyze the announcement. If you have
any questions, please contact the undersigned.

Sincerely,

/1rts~/~
Robert F. Roche
Director for Research

Attachments
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April 6, 1995

Commissioner James H. QueUo
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

RE: PR Docket Nos. 94-103 through 94-110
Preemption of State Regulation of CMRS

Dear Commissioner QueUo:

CTIA
Cellular
Telecommunications
Indusby Association
1250 Connecticut
Avenue, N.W.
Suite 200
Washington, D.C. 20036
202-785-0081 Telephone
202-785-0721 Fax

I am sure that, by now, you are aware of the fact that Mr. Craig McCaw has
announced that he and his family will invest up to $1.1 billion in Nextel Communications.

This announcement constitutes another vote of confiden~e in the vitality of the
competitive wireless telecommunications marketplace. Indeed, it is a vote ofconfidence in
wireless telecommunications in general, and should be kept in mind in your deliberations on
all wireless telecommunications proceedings.

I attach copies of articles which cover and analyze the announcement. If you have
any questions, please contact the undersigned.

Sincerely,
?
~?\d/

( /~
Robert F. Roche
Director for Research

Attachments



April 6, 1995

Commissioner Susan Ness
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

RE: PR Docket Nos. 94-103 through 94-110
Preemption of State Regulation of CMRS

Dear Commissioner Ness:

CTIA
GelIular
Telecommunications
Indusby Association
1250 Connecticut
Avenue, N.w.
Suite 200
Washington, D.C. 20036
202·785.()()81 Telephone
202·785-0721 Fax

I·am sure that, by now, you are aware of the fact that Mr. Craig McCawhas
announced that he and his family will invest up to $1.1 billion in Nextel Communications.

This announcement constitutes another vote of confidence in the vitality of the
competitive wireless telecommunications marketplace. Indeed, it is a vote ofconfidence in
wireless telecommunications in general, and should be kept in mind in your deliberations on
all wireless telecommunications proceedings.

I attach copies of articles which cover and analyze the announcement. If you have
any questions, please contact the undersigned.

Sincerely,

/;~/'Zc:-
Robert F. Roche
Director for Research

Attachments



April 6, 1995

Commissioner Andrew C. Barrett
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

RE: PR Docket Nos. 94-103 through 94-110
Preemption of State Regulation of CMRS

Dear Commissioner Barrett:

CTIA
CelkJlar
Telecommunications
Induslfy Association
1250 Connecticut
Avenue, N.W.
Suite 200
Washington, D.C. 20036
202-785-0081 Telephone
202-785-0721 Fax

I am sure that, by now, you are aware ofthe fact that Mr. Craig McCaw has
announced that he and his family will invest up to $1.1 billion in Nextel Communications.

This announcement constitutes another vote ofconfidence in the vitality of the
competitive wireless telecommunications marketplace. Indeed, it is a vote ofconfidence in

.wireless telecommunications in general, and should be kept in mind in your deliberations on
all wireless telecommunications proceedings.

I attach copies of articles which cover and analyze the announcement. If you have
any questions, please contact the undersigned.

Sincerely,

/'/k/'~
Robert F. Roche
Director for Research

Attachments



April 6, 1995

Ms. Regina Keeney
Chief, Wireless Telecommunications Bureau
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

RE: PR Docket Nos. 94-103 through 94-110
Preemption of State Regulation ofCMRS

Dear Ms. Keeney:

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, N.W.
Suite 200
Washington, D.C. 20036
202-785-0081 Telephone
202-785-0721 Fax

I am sure that, by now, you are aware of the fact that Mr. Craig McCaw has
announced that he and his family will invest up to $1.1 billion in Nextel Communications.

This announcement constitutes another vote ofconfidence in the vitality ofthe
competitive wireless telecommunications marketplace. Indeed, it is a vote of confidence in
wireless telecommunications in general, and should be kept in mind in your deliberations on
all wireless telecommunications proceedings.

I attach copies of articles which cover and analyze the announcement. If you have
any questions, please contaet the undersigned.

Sincerely,

4~
Robert F. Roche
Director for Research

Attachments
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Mtfllw's inVestment gives Nextel a boost

r

By Kevin Maney
USA TODAY

Crail McCaw, the rnalt sue­
ceIIIfuI entrepreneur in wire­
_ CGlPm...ic:ation, is a.ck in
tIlebl_..

McCaw announced Wednes­
day diet 1le1l invest up to $1.1
biUion in NexteI Communica­
lions. a company building a
clOllely watcbed nationwide
wireIes network out of a ....
sive coIledDI of old radio eu.
........ McCaw will_
a .. on NexaeI's board and
CODtrOl a newly creaIed "oper­
atiGRs COIDI'DiIee," wlatch wiD

guide the CORlpMy's stnIle&V.
Mealw does not plan to use

Nex1el to create a new mass­
market cellular phone compa­
ny. "rve been there, done
tMt," .YS McCaw, wlao built
McCaw Cellular into tbe
world's ...... cellular compa­
ny before selliD& it to ADT
last year for $12 billion.
McCaw left after the deal.

McCaw tIlinIIs Nextel can ot­
ter tile next step in wireIeE
COIIUIlUDicatio. lIS a1k1i1i1a1
network will be able to oIer
....... diIpBlch, text IIMSIItIt
i.... cellular phone calls and
computer communications in

one p8CluIIe, lIIIiDI aee device
that looks like a cellular phone
with a small SCreel'l.

Nextel, helped by McCaw,
will pitch tile serviee to busi­
nelIIeS tIIat have "mobile work
groups." An example of lIUCb a
group: a team of consultaRCs in­
slalling computers tor a com­
IJ8IIY that bas !II!YeI'8llocaUons
in a city. The BFOUP could lIIe
the Nextel phones to talk one­
on-one or as a woup at any
time, plus leave m J IJeS or
make wirelerl& phone calls.

"With all the competition
coming in one a-n of tile mar­
ketplace (cellular phones),

Nextel is wilety focusinl on
somedtinl odIers are not al­
ready doin&" McCaw says.

McCaw's investment is a
godsend to NexteI. The compa­
ny bas struaWecI since a deal
tor a $1.3 biIUen investment
from Mel fell apart ...year. It
bas bad trouble I'Bisin& money
to Inish buiIdiRc its network in
nearly every city. lis stock, $41
a year8F. bit a 52... loW of
$9% Feb. 9, I1llIIdIW it liard for
NesteI to use stock to buy other
wi.... compenies and ex­
pend. NexteI seemed to have
overreached.

McCaw's move chan&es that

perception. "When a visionary
throws his we.t behind you,
it's a vote of conldence," says
Charles DiSanza, analyst at Ge­
rard Klauer Mattison. Nextel's
stock rose J~ to close Wednes­
day at $16%.

McCaw and hicl family are
immediately buying $315 mil­
lion in Nextel stock. The
McCaws will buy .. million
Nextel shares from major
sharebolder Motorola. They'll
have options that could briJII
the Inveament to $1.1 billion.
McCaw could then own 2K 01
Nextel. Motorola's stock role 1
to clQlle at $54".
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Craig McCaw will invest up to $1.1 billion in Nextel
By Nick Louth
REUlERSHtWSAGENCY

NEW YORK - Craig McCaw,
the billionaire entrepreneur in
wireless communications, will in­
vest up to $1.1 billion in Nextel
Communications Inc. to help it
build a vast mobjle phone network,
officials said yesterday.

Mr. McCaw and Motorola Inc.,
which owns 20 percent of Nextel
but Will be sellin~ some of its
stake, want to refocus the com­
pallY Oil the 20 million Americans
whu work on the move and need to
communicate with dozens of col­
leaKues.

Nextel plans to end its flirtation
with selling wireless communica­
tions to consumers - a move that
led to failed talks with MCI Com·
munications Corp. last year - and
aim clearly at the business mar­
ket.

"We will mine for gold in the
new field of wireless communica­
tions for work groups," Mr. McCaw
said in a statement announcinK the
deal.

Mr. McCaw sold his McCaw CeI-

lular Communicatiolls Corp., the
nation's largest cellular telephone
firm, to ATilT Corp. in September
in a $12.6 billion stock deal.

The investment in Nextel will
provide the company with the cash
to build its system and could lead
to the McCaw family eventually
gaining control, industry analysts
said.

The stock the Md.'aws will re­
ceive, plus optiuns if ~xerclsed,

would give the family lIearly a
quarter of Rutherford, N.Jbased
Nextel.

Investors wekomed the news,
pushing Nextel stock up U.37S to
close at 516.625 on the Nasdaq.
Motorola rose $1 to $54.325 on the
New York Stock ":xchange.

"U's a vote of confidence by one
of the visionaries in the wireless
industry," said Charles DiSanza at
Gerard Klauer Mattison.

For Mr. McCaw, the deal fur­
thers his efforts to exploit the po­
tential of wireless communica­
tions even beyond what he has
done with cellular telephones and
pagers.

The deal also allows Mutorola tu

luwer Its slilke graccl"ully in Nex­
tel while contllluing to supply it
with equipment, analysts said.

Nextcl will 1I0W try build a net­
wurk and market lis radios to the
20 million Americans on the muve
who need to talk to radio-carrying
colleagues at once. A flip of a
switch would also allow a connec­
tion to an ordinary phone system.

These workers at hotels, air-
purls, fadorles and elsewhere, ,IS

well as executives on the road­
now use old two-way radios that
can contad only a few colleagues
at the push of a button and cannot
connect to regular phones.

Under the agreement, Mr.
McCaw and his family will invest
an initial $J1S million in Nextel ­
buying $14.9 million worth of
stock at $12.25a share and IU mil­
lion units convertible into three
Nextel common shares apiece for
$JOO million.

Craig McCaw will become a
member of the Nextel board and
control a new operations cOIhmit­
tee that would formulate and pro­
pose corporate strategy.

Mr. McCaw and Nextcl ofhct.als

said at a news cOllference that the
hllliollaire would provide advice,
1I0t give orders.

"It is most defillitely not a take­
over, It IS the culmination of a part­
lIership we first started talking
about a couple of mont hs ago," said
Nextel Chairman Morgan
O'Brien.

Nextel's mobile radio network is
expected to cost $2.5 billion over
the next two to three years. But
company filillgs show Nextel was
more than $.100 million short, ana­
lysts said.

Nextel's original plan to sell its
wireless systems to consumers in·
volved MCI. But negotiations over
MCI buying a stake in Nextel
broke off in September when the
10nK-distance carrier decided to
abandon the $1.3 billiOil invest­
ment.

Nextel, whose stock traded at
$55 in August, hit $10 in January,
and some investors began to doubt
it could get all the cash needed.

"It does a great deal to reassure
mvestors of Nextel's place in the
wireless world:' Michael ..:Iling at
Prudential Hesearch said of the

deal With Mr. McCaw.
So why is Mr". McCaw kccn lin

Nextel when Mel was nol?
"I'm looking at the IIpportlllllty

as an inve!;tor," Mr'. McCaw said
"MClneeded a l:onsumer CtlllllCl:
tion and had a different al(ellda ..

The McCaw family could elld lip
effectively controllillg thc CIIIII
pany, analysts said Thc deal III

dudes options to buy as milch as
30 milium Nextcl shw'cs at pnll'S

up to $IH.SO a share and an addl
tional 5 nllilion shares at $21 :SO a
shar'e.

In addition, Mr'. Ml:l'aw Will hlly
4 million Nextel l:ommon shan'~

from Motorola for $49 millioll and
has been granted optiOIlS on an
other 9 million share!; held hy
Schaumburg, 1Il.-based MOlorola

The Ml:Caw lauuly. slIlce selllllg
its wireless group, is the largest
single shareholder in AT&'I: with J
percent, an investment worth
about $2.5 hillion.

"The heauty of thb illvcsllllcnl
is that it is not in any way negall vc
to AT&T," Mr". McCaw told 1·C1lOrI·
ers.
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McCaw to Buy
Nextel Stake
Of Up to 23.5%

By JOH~ J. KELLER
Staff Reporter of THy. WALL STRF:F.T JOLR""L

~EW YORK - Wireless pioneer Craig
O. MCCaw and his family agreed to buy a
stake of up to 23.5% in struuling wireless
upstart Nextel CollllllUldcatiol Inc.. pay­
ing up to S1.1 billion in stages over the next
six years.

:'IIextel has agreed to grant Mr. MCCaw
surprisingly broad control over its opera­

tions and future di­
rection. While he
won't take an exec·
utive post at the
company: he will
name and head an

....... ~. "operations com-

~.• " Jf ~~fui~
;'tfr:'t. ~\Ir. MCCaw sees

Cr ' 0 McCaw the Nextel invest-
my . ment as a way of

remaining a player in wireless. It is an
unlikely alliance between a provtder of
scratchy radio dispatch services and a
superstar who built a national ceUular
giant.

The two may need each other. Mr.
MCCaw, the 45·year-old industry visionary
who sold the nation's No.1 cellular com­
pany to ATIeT COrp. for Sll.5 billion.
becoming AT&T's larrest indivtdual
holder. was outgunned recenUy in the rich
bidding frenzy for licenses to offer new
"personal communications services."
Nextel sought to build on Its Oeet-dispatch

business two years llfO, buying and linking
dozens of local systems into a network for
challenging cellular goliaths - including
Mr. MCCaw's former cellular company.
Mel Co........ Corp. later backed
out of an agreement to invest S1.36 billion.
sending Nextel on a search for a new
strategic partner with deep pockets,

~ews that Mr. Wireless was betting his
hard·won cellular dollars on the troubled
Rutherford. :'II.J.. company buoyed inves­
tors. who sent Nextel shares up by 53.315.

or 26%. to 516,625 in Nasdaq Stock Market
trading. Nexte!'s bonds took a similar
bounce, rising by eight points to 50. Nextel
stock had traded as high as $41. 75 a year
ago. but then fell into the low teens.

The MCCaw investment will start
small - the team has paid $14.9 million for
about 1.2 million common shares. That will
be followed by a S300 million chunk for
preferred units after the entire deal closes.
now scheduled for mid·June. But it will go

Please Turn to Pa4e A., Column J
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i million addiUonaJ shares within six years

at 121.50 a share.
If the McCaws exercise their options

and Nextel can c10le its other planned
acqwaitlons. the Mceaws will hold 12"17 of
Nextel's stock by mld-swnmer and about
74 million shares. or about 23.5%. of Nextel
within six years. Motorola's stake. now at
2"17 and slated to rise to M. wouJd eventu­
ally drop to 19%.

Nextel faces sizable competitive hur­
dles. even with the IUidIor hand of a
cellwar vistonary. AT&T. the Baby Bells
and acoalition fanned by SprtIt Corp. and
three bi( cable partners are pursUing
wireIIII services aareutvely.

NoDetbeIeII. Mr. MCCaw's endorse­
ment heIpId jplte NexteJ bonds and re.
lated securttill. one Nextel 9"% note,
maturtll in 2IlM. role by eilbt points. or
• tor a bond with a st•• flee value. to
58. "To hive ........ of crail McCaw's
stalin tbiI tee"" Is a faatlldc
eMol t." IIid ....." TboIMea.
senior portfolio IJIIIIIIII' at Putnam f!1'
velllMlllI. 811t1an. wIIk:b holds S3lJO mil·
lion In Nextel bondI.

~!!!!!!!!!I!!1!l!!!!!!!

Wireless Pioneer Craig McCaw
To Acquire up to 23.5% of Nextel

~ Stale BIdE Objecdws
In tapping Mr. Mccaw's considerable

wealth and expertise. Nextel has tacitly
acknowledged that it may have been aim'
iDf too hilb in its or1ltnal strateric pIIa.
Now. instead of tuminr its patchwork quilt
of crackly dispatch-radio systems into a
national celluJar·phone and data network
serving businesses and consumers. Neuel
will try to fill a niche. selling enhanced
dispatch and dam-messaging services to
what it terms "mobile work·groups."
Phone calling will be available to some
users as an option.

At a hastily arranged news conference
at New York's Waldorf Astoria. Morpn B.
O'Brien. Nexte!'s chairman. gazed almost
reverently at Mr. MCCaw, calling his bet
"the most significant endorsement attain­
able in the wireless industry."

Mr. MCCaw, affecting an "aw'shucu"
delivery, described hirnselt as "really just
a simple-minded guy who likes to focus
on one or two thinrs at a time." He vowed
to "help focus the company."
0pd0IIs to Buy More Shares

Under the agreement, which must be
approved by Nextel shareholders. the
Mccaw family will buy 8.16 million Nextel
preferred units. each convertible into three
common shares. for S300 million. In addi·
tion. Motorola granted the MCCaws options
to acquire nine million shares it will hold
over the next six years at exercise prices
and dates identical to those Mr. MCCaw
received from Nextel. as well as a right of
first refusal on its existing stock position in
Nextel.

Mr. MCCaw also will receive options to
buy up to 15 million common shares within
two years of closing at S15.5O a share; up to
15 milljon more shares W1 thin four years of
closlnr at S18.50 a share: and up to five

Continued From Page Aj
a signincant way toward closing an S800
million shortfall that Nextel faces in its
much-vaunted plans to build a nationwide,
digital. wireless network.

The new deal also couJd help Nextel
close a few pending major acquisitions
that are crucial to its strategy. The initial
infusion by the MCCaws of S300 million
should greatly expand Nexte!'s capital
base, allowing it to finalize deals to buy
the dispatch properties owned by Motorola
and ODeComm Corp. by the middle of
June. said Nextel Chainnan Morgan E.
O·Brien. Another transaction. with DIll
PIp Inc. is stili awaiting a green Ucbt
from the Federal Communications Com­
mission. The acquisitions had been
snaRed by bondholder terms that the
company was seeking to revise.

However. Nextel will see a recIudion in
the role played by Its major~
until now - MIll u* IDe. ,MoIDnIa bid
exleftCled hundndl of miIIioIII 01 doIIIn in
vendor financtnr to Nextel aDd WU Nt to
become its binest sbareboldlr. In ex­
change for selUnr au 01 MoIlnIa's dis·
patch systems to the compuy. MDIoroIa
had steadfastly expressed its support of
Nextel as the company's fortuDtIlOUI"ed.

But yesterday Motorola said it hal
agreed to sell four million Nextel sblres to
Mr, Mccaw for 149 million. which it
called "the first step" in a pIu to reduce
its ownership in the wIrel_ firm. Its
planned Nextel state of _ will be
reduced to 19!1"c If Mr. Mccaw exerciles all .
of his purch8se options. "It has never been
the lonr-tenn strategy of Motorola to
be in the services business." said Cbl'ist&­
pher B. Galvin. Motorola's president.

In addition. Motorola will no 1<JIIIer be
the exclusive equipment supplier to Nex­
tel.
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•• 45.

•••'''0: Graduate of Stanford
University.

.c....P'J., At 16, he and
hiS three brothel'5 bouitlt a tiny
cable system in Centralia. Wash.,
from their tattler. Developed the
nation's larpst cellular system as
the chairman of McCaw Cellular
Communications, which AT&T
bought in 1994 tor S11. 5 bIllion.
Just over $2 billion of which went
to McCaw and his brothers.
Yesterday, announced a SI. 1
billion Investment in Nextel
Communications.

......... Campin•• flying his
Falcon Jet, sailing his two yachts.

.'........ "Patton..

.f..-lr: Wife. Wendy; no
children

__ "lU',U5T1G-rlO(.,_.n~..
-~~ ........... CnlllMIC.- .. .,."... to .,.1If_ tile lUlket tor tw-..,,...~c" MrVj~••

N...a.. ita pUBh toward anation_. network of diapltch li·
cenMS in tbe late 1980s, when
cotnpllly founders traveled the
country ... local two-way radio
cOftllllllia It .. a stratei)' they
rna••1.d IIqIIy after one pursued
by MtCaw, ..SIIIPPed up WJder­
valued cellular licenses In the
19101 to creMe McCaw Cellular
ConI_iii Corp., the coun-
try's c:eIuIar COI1\1lIIly.

Narel's aaMitians were blWlted
wt.l Mel Communications Corp.
Iaat ywa' '*ked out of its pianS to
buy 11 pen:ent of the company.

W"1dI ,...,'5 announcement
by McCaw, aBIIysts widely atreed,
Nmel .. rec:eMd a kind of vindi·
cation from the industry's founding
father.

"VOI'ft lOt one of the true VI­
~ of the .... commwu·
eaa- ...,. puttinc his stamp
of ....CMIl 011 NeJttel's tecllnology
and RIP "1"''' said Mark R.
WImIr, a NateI four*r who cur-

S. McCAW, CI' Cal. 4

Cmig McCaw's Daring High-Wireless Act
In'esting in Nextel,
CeHuiar Gum Bets
On New Technology

By Mike Mills
.......... s..-.....

H~Eia
and Apple Computer Inc. founder
Ste¥en Jobs.

But yesterday Craig McCaw be­
CIIDe the Michael Jordan of the
commUlliC'ations industry.

He 1qeIy retreated from public
'1ft last year after AT&T boutbt
the ceIJuIar telephone empire he
founded, a deal that netted more
than S2 biDion for him and family
members. Now McCaw is bide in
the pme. He announced yesterday
that he and his family wooki imest
$1.1 billion in Nextel CommwUc:a­
tians Corp.

By buy;na into Nextel, McCaw is
hopiftl to transform the s,""
mutaet for two-way radio dispIteh
semces in much the same way that
he pioneered the arowth of today's
ceIhm telephone industry.

"I'm an idea guy," McCaw said in
an interview yesterday. "I'm the
nIIIter of the obvious. So whenev·
er ( have an idea that ( think is the
otMoua. I pursue iL"

MCCaw said he wants to brine
ditttltcb cornmlUliations beyond
"pltmIbers and COOtl3CtOr'S." He en­
..... awwidoft~
~... in touch aw!l pri­
vate dipal two-way radio netwaIiI.
which wiD o&r not only WIIIIiHIIIt·
ie-type communications but abo
wireless telephone servic:e, ad·
VIIIl:2d pqinc and data trInlIfeIs.

"If ceIuIar is CbemlIets ......
dII, thiI is a Jeep. It's a mare filii.
blie product," McCaw said. "Vou call
have. fer inItanc2, five or six people
'MIl1cinc in streanHlf-eonacioulnela
tne*.... They would pick up the
rec:eM!r and reach the ... poup
or just one person. They could nev·
er acampIiIb that witb a switch­
~teAepIme."

McCaw's anncMD:IeIIIeIl imme­
diately revived Nextel's flagiq
stock and boMs. and the Ruther·
ford, NJ.-bued COIIII*'Ys future.
The COIIIIItUIIicIt industry and
WII Street hid been awash with
doubts about NmeJ's proepects.



Mt-Caw to Invest $1.1 BiIIioD
In Nextel Communications

1k(A"."-CII

rentJy is IPII lis. director of Alexan­
dr'ia-t.ed c... Capital Corp.. a
\leIlture capital finn.

McCaw's inNllment does not en­
Me NaeeI's --=-. however. "He
as not the maeanc muscle
dill.Mel haw bnuPt." said
MidIIII J. of the 8IItinore-
t..t .. IRica" imeltment
firrD1.eII-Wood ."Inc.

Over the _ )lIIr,the~

Mt<:aw ......... in.,....c:ommu­
~ ian_.ntI aad taIIen 1&
~ to ........ certiIIcation to By
a 11Ift powIIfuI dill of jeta.

He 1M MicrOlOft's Gates last
MIn:h __ die owners ofT'"Corp., wIidl to launch
840 satIIltes that
wi aJIIUDUIIications
....WUiIllwile.

Mc:Caw aIIo surprieed obIeners by

biddiDI bePiIy in J.-y and Febru­
ary, then bIdIinI out·&. die Federal
Communications Commillion's allC­
tioDI for ..... teIe(IIIaIlt .... in
51 n.-Irets ..tianwide.

McCaw Slid be .. " Ii .11'" i1­
vesbnt in Nate! at me tile be was
tJidditc. HiI bilk were 1DlICi¥_ in
I*t. he ... bJ a deIire to DIllIe..
that fubn c:ompetibn pnid biIIl pric­
es in marIIets such • New York and
LoIAnteAa

'1 WIIIted to contiDue to ·tid it up
until at le.,t a fair value .
adliewd," he .... -rt', a 'u1
thinI that I ca*I help die pea..-t
rJt*man.-y."
McCaw~""IiI'"

ic status • a..dr h II •
stays a belt in fnlnt of the ....,
pack. "I'm IIIlIt even SIft willi r.,.
done," he said of his NateJ buy. "Is it
the right move?"
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Rich From A T&TSale, McCaw May Put $1.1 Billion Into Nextel
By EDMUND L. ANDREWS

Craig O. McCaw, the billionaire who has
been looking for a new project ever since
he sold his company to AT&T, has finally
foundooe: Nextel Communications, a one­
lime high flier in wireless communications
that has been flirting with death in recent
months.

Mr. McCaw announced yesterday that
he and his family would invest $JOG million
immediately and as much as $1.1 billion in
Nextel over the next six years. If he exer­
cises all his options under his agreement
with Nextel, he would own about 23 percent
of the company and become its largest
shareholder. 4

Will tlaia ."".Iing
wirelea company be
saved·at tlte brink?

Nextel, for its part, said yesterday that
It would drastically s('ale back its goal of
building the equivalent of a nationwide
cellular-telephone network. Instead, it will
focus much more narrowly on building
private dispatch networks for business
customers who want to link mobile work­
ers.

Investors were delight by Mr., \4cCaw's

move and sent Nextel's shares soaring
more than 25 percent.

Saying he had "been there and done
that," Mr. McCaw made it dear yesterday
that he had no interest in rc-cntering the
cellUlar-phone business in whl<:h he made
hiS fortune. Rather, he said, he wanted to
offer a new range of specialized voice and
data services that could link construction
crews, airline mechani<:s or truck fleets.

Mr. M(:Caw's forthcommg investment in
Nextel caught most people in the industry
by surprise, though it was hardly the first
time he has done so. Armed with more
than $1 billion in AT&T stock, he emerged
as a big bidder in the Federal Govern­
ment's auction of radio licenses for per­
sonal communication ser~ ices, bewilder-

','

ing his rivals about his goals. Then, just as
abruptly, he Iwlled out of the aU('\Ion with­
OUt a hint of explanation.

Still, yesterday's news was the best In
months for Nextel, which has been strug­
gling ever since MCI Communications
called off plans last year to Invest $1.3
billion in it and form a na\lonwlde Wireless
venture under the Met brand name

Nextel lost $150 milhon III 1994 on $li4
million in revenue, virtually all of which
came from old-fashioned fleet dispatch
servi<'es that are now being altered with
digital technology. Nextel's stock, which
reached a peak of $54.25 last fall, collapsed
after the MCI deal was abandoned and

ennl/nul' In Page U6
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Craig O. McCaw and his family plan to invest up to
$U billion in Nextel Communications. a struggling
wIreless company. Mr. McCaw was flanked by

Morgan O'Brien, right, chairman of Nexte!. and
Christopher Galvin. chief executive of Motorola. at
yesterday's announcement in New York.

McCaw May Put Up to $1.1 Billion in Nextel
pete WIth cellular telephones. Jr.d
that concern has clouded \"x;el
ever since the collapse of the deal.

But Industry experts say the :lew
strategy - to focus on a narrower
market WIth few partiCipants and
different needs - may fit the tech­
nology qUite well. And Motorola ex·
ecutives made clear yesterday that
they were determined to fine-tune
their technology. ~otorola also saId
it would try to make its system
"open," meanlni that other -?<~UIP­

ment manufacturers would be wel­
come to license the technology and
build their own systems.

As enVISIoned, Nextel would use
Motorola's digital technology to
modernize the kind of push-bullon­
mIcrophone radios used in dispatch.
The new service would let people use
their radios like telephones for pT!­
vate person-ta-person conversations.
as well as for communications of the
sort where a construction boss wants
to reach every worker on a site. The .
new system would also deliver short
messal", paging and longer data
communicatiOns,

B4!fore that happens, however,
Nextel will have to malee IGOd on its .
business plan, and Motorola wJ1l
have to get the bulS out of its tech­
nofoIY. People who have analyzed
the current system say it offers poor
voice quality and is particularly un­
reliable when a perJOfl is making a
call that must pass throuah the can·
ventional telephone network.

Continued From First Business Page

was trading at $13.25 Tuesday.
Yesterday, Nexte!'s shares

Jumped $3.3i5 to $16.625 and was the
most :lctlve Nasdaq stock. Investors
''''ere encouraged both by the expec­
tation of new capital and the pros·
pect of association With Mr. McCaw,
who defied conventiclnal wildom in
the SO's by borrowina billions to con­
struct what became the nation's big·
gest cellular-phone compoy.

~r. McCaw made it clear that he
had no intention of rebuildin.
McCaw Ceilldar Conununications.

i which wu I8Id to AT.T lalt year for
$11.5 billion. "My excitement i. not
to go do what I cUd before, but to 10
and find sornethin. that makes a
new contribution in the communica­
tIons marketplace," he said.

His announcement yesterday left
little doubt that Mr. McCaw would be
callinl the shots at Nextel, danalinl
his money as a carrot to pt what he
wants. Under an ..reement that has
already been endonecI by Nextel's
board. Mr. McCaw would'immedi­
ately invest 13M miWon to buy 15
million shares at Sl2.25 each. He
would allO receive .... to buy 35
million more shares lMIr the next
six yean at prices rllftlinl from
SI5.50 to 121.5•.

[n addkion, the ......Corpora·
tion would live Mr. McCaw options
to buy a. many a. five million shares

of ~extel stock that It wlfl soon ac'­
qUIre when It hands over a raft of
radiO lIcenses to ~extel for stock.

If :'Ar. ~cCaw exercises all his
options. he would own about 23 per­
cent of Nextel. becomlOg its biggest
shareholder. ~otorola would own
about 19 percent, ~extel executives
said yesterday.

The cerebral and soft-spoken Mr.
McCaw appeared confident he had
more than enough leverage to pra­
tect his Investment. "My Job:' he
said yesterday, "IS to do as little as
poSSIble."

~extel, based in Rutherford, N.J.,
has amassed radio licenses around
the country that have been tradition­
ally used to link truck and taxi fleets.
USlOg digital technology developed
by Motorola, Nextel has been trying
to build a nallonwide wireless net­
work that would offer a range of
mobile telephone, data and paging
servIces.

But the decline in Nextel's stock
price threatened to jeopardize its
ablltty to complete several acquisi­
tions that would have given it enOUlh
licenses to cover the enure country.

The biggest setback came when
Mel, (he nation's second-Iaraest
long distance carner, announced it
would abandon ItS plan to invest In
Nextel. \1uch of ~Cl's reluctance,
mdustry ex~rts say, stemmed from
a conVlctlon (hat che Motorola tech­
nology did not provu1e adequate
vOIce qualIty or relIability to com----------
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Wire/e.-Gear i

Deals With
&llSouth

By Bloomberl Busl__ News

TORONTO, April 5 - Northern
Telecom Ltd. and LM Ene- have
won contracts worth more than $170
million to supply equipment for new I
wireless-phone systems.

Northern Telecom, part of BCE
Inc. of Montreal, received a $100
million. three-year order, announced
today, from a unit of the BelISoudl
Corporation for equipment to set up
networks in the Carolinas and east­
ern Tennessee.

Ericsson's Canadian unit will sup­
ply more than $70 million worth of
equipment to Mlcrocell 1-2·1 Inc. for
a field trial across Canada. Micro­
cell is a joint venture of communica­
tions companies includinl Sprint
Canada, a unit of the Sprint Corpora­
tion in Westwood, Kan.

The BellSouth order is one of
many that Northern Telecom, the
Toronto-based telecommunications
equipment maker, is expected to win
as a result of a recent auction of
wireless licenses in the United
States. The Federal Communica­
tions Commission sold licenses last
month to 21 communications groups
to offer new wireless products
known as personal communications
services.

Wireless now represents about 10
percent of the aMual revenue of
Northern Telecom, which reached
$8.87 billion in 1994. The company
officially opened a new wireless
manufacturing operation today in
Raleip, N.C.

The orders for Northern Telecom
and Ericsson are a sip that the
technoiolY known as Globel System
for Mobile Communications, known
as GSM, may be takina a lead in
North America among cellular pro­
viders.

GSM is based on time-division
multiple-access technololY. which
has less calling capacity than the
competing technology, called code­
division multiple access. Code-divi·
sion techno!olY, however, is not yet
commercially available, while time­
division technology has been around
for two years.

Eric: Ensor, president of BellSoutfl.
Penonal Communications. said
GSM had been chosen in part be­
ca... It was a proved techno.
and would allow BeIlSouth to offer
sub.lc:rtbers more features sooner.

some features the techno. will
support include senc1inI data and
short meuqtna, Mr. En.or said.

=
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HEADLINE: Craig McCaw, Motorola and Nextel Will Cooperate To Create Wireless
Services For Work Groups

DATELINE: RUTHERFORD, N.J.

BODY:
April 5, 1995--Craig McCaw, a pioneer in wireless communications, and other

McCaw family members have agreed to invest up to $ 1.1 billion in stock of
Nextel Communications, Inc. and will provide strategic direction of the company
to focus on enhanced two-way radio dispatch services for business users who need
integrated wireless communications.

McCaw said he is not interested in attempting to copy cellular, PCS or
paging. "I have been there, done that and it is not my intent to do what I've
already done," McCaw said. "We will mine for gold in,the new field of wireless
communications for work groups," he continued, "and by emphasizing dispatch,
messaging, and data in combination with telephone interconnect, Nextel can
enhance the quality of life for mobile work teams, an important and growing
sector of the U.S. workforce. By effectively using Motorola's technology for
fleets and crews of mobile workers, I believe that Nextel has the potential to
be a unique and important contributor to the wireless .industry."

In citing his continuing belief in the development of multiple wireless
services packaged in one device, McCaw said, "We know there is a strong base of
potential customers for integrated business communications services in the
nearly 20 million current two-way radio users in the U.S. alone."

While current Nextel shareholders must approve the transaction, Nextel's
Board of Directors already has unanimously approved the agreement.

Completion of the agreement also is subject to various regulatory and
third-party approvals.

Under terms of the agreement, McCaw and other members of his family may
invest up to $ 1.1 billion in Nextel stock over the next six years through share
purchases from both Nextel and Motorola. McCaw will become a member of the
Nextel Board of Directors with control over a newly created operations
committee.

Nextel is a provider of integrated wireless business communications
services, including enhanced dispatch, alphanumeric short message paging, mobile
telephone and data services throughout much of the U.S. Motorola serves as
Nextel's technology provider and supplier of infrastructure and subscriber
equipment.
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Morgan O'Brien, chairman of Nextel Communications, Inc., said, "What we are
learning is that as we move to new ways of working as groups we need to find new
tools to allow them to communicate. Mixing one part Craig McCaw vision with one
part Motorola technology gives us at Nextel a recipe for even more potent
integrated wireless business solutions."

Christopher Galvin, president and chief operating officer of Motorola,
indicated that Motorola looks forward to its role as the technology provider and
equipment manufacturer. "We invented the dispatch business and now we're
reinventing it. This transaction also is the first step in reducing our
ownership in Nextel, " Galvin said.

In a separate announcement, Motorola outlined several steps it is taking to
drive the success of this new integrated wireless business communications
industry. The company said it would rename its MIRS technology iDEN, or
Integrated Dispatch Enhanced Network, and license essential intellectual
property rights to qualified manufacturers. In addition, Motorola has committed
to make several technology improvements that will enhance reliability and audio
quality under terms of a revised supply agreement. Motorola feels these steps
will enhance the global opportunties for this exciting technology.

The agreement with the McCaw family includes the immediate purchase of $
14.9 million of Nextel stock at a per share price of $ 12.25. In addition, upon
closing, McCaw will purchase for $ 300 million, 8.16 million preferred units of
Nextel shares, each convertible into three common shares. McCaw also will be
granted options to purchase: up to 15 million common shares within two years of
the closing at an exercise price of $ 15.50 per share, up to 15 million common
shares within four years of the closing at $ 18.50 per share, and up to 5
million common shares within six years of the closing at $ 21.50 per share. The
second and third options will be exercisable only to the extent that the first
and second options, respectively, are exercised.

McCaw also will purchase 4 million Nextel common shares from Motorola for $
49 million. Motorola has granted McCaw options on 9 million shares over the
next six years at exercise prices and dates identical to the Nextel options, as
well as a right of first refusal on its existing stock position in Nextel.

Under the agreement, a newly formed operations committee will be responsible
for formulating and proposing key tenets of Nextel's corporate strategy.
McCaw is entitled to appoint a majority of the operations committee's members
and a total of three board members' for so long as he continues to meet certain
ownership thresholds and makes certain additional investments in the company.

Nextel reported in a recent 10-K filing that it expected to seek additional
financing over the next several years. The investment by McCaw, as well as the
potential option exercises, are expected to reduce significantly the amount of
money to be raised.

CONTACT: Nextel
Paul Blalock, 201/531-5200
Susan Suss, 212/878-4638
or
Motorola
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George Grimsrud, 708/576-2346
Anna-Lise Farmer, 708/538-3113
or
McCaw Family
Roger Nyhus, 206/915-3878 or 206/720-1739
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