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CABLEGUARD PLUS
ANOTHER QUALITY SERVICE FOR CLUB COMCAST MEMBERS

FREE
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CONGRATULATIONSI As A
CURRENT CABLEGUARD

CUSTOMER, YOU'LL ENJOY
THE ADDED COVERAGE OF

CABLEGUARD PLUS•••

I,

...FREE I
CABLEGUARO PLUS IS THE BEST WAY OF KEEPING

YOUR TELEPHONE WIRES IN PERFECT WORKING ORDER.

As YOU KNOW, CABLEGUARD PROTECTS YOUR CABLE WIRING

FOR PEN''lIES A MONTH! Now, CABLEGUARD PLUS PROVIDES

THE SAME PROTECTION FOR YOUR INSIDE TELEPHONE WIRING AT

NO EXTRA CHARGEI IF YOU'RE CURRENTLY PAYING THE

TELEPHONE COMPANY FOR THIS SERVICE, CABLEGUARD PLUS

CAN SAVE YOU UP TO S42 A YEAR.

CilCOIVICAST
Leading the Way

POSTCARD BELOW AND

DROP IT IN THE MAIL.

Irs JUST THAT .sIMPLEI

IN ORDER TO REALIZE UP TO $42 DOLLARS IN ANNUAL

SAVINGS, YOU MUST CANCEL YOUR EXPENSIVE TELEPHONE WIRE

MAINTENANCE PLAN IMMEDIATEl.Y. ONE WAY TO DO THIS

IS TO CALL (313) 221-4900 OR FILL OUT THE BLUE

.SIMPLY FILL OUT THE COuPO:N"'"o
-.. START SAVING Nowl .-
na II:: V"I I I-IA\/1= (,,\IICQ"T1("\I\IQ ("'1\1 I Q,A_A,An

** TOTA.. ~. 03 **
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Introducing the Bell Atlantic~
ISoundSavingsSMllong distance calling plan.
smftg oa long dislan~ couldn't be So take your timc...cnjoy your Your free weWnds and month will be
stIDpIer ~th the new BeJ1 Atlanace conwrsalioD...with Bell Atlantic cquallO usage during your sinh and
~. aI1in& plan. It gives you don't have 10 worry that you'~ twelfth months, You'U aUlOrnalk::ally

\. . you autolDl~ d1scounrs paying !DO much. JU!iyIr; !han in lhe form ofacznJficu.e..
, . ..

. 08" our aIrady low nles to be included In yoW' long diswlceSip up today and enjoy aD the...~. -without hninSIO bcDdiu or Chaner Membership. phone bill. So you don't haw lO do.. ...•............ . spend a lot on long Call today and you'll aUlOmaueally OIl thing.
'. Sne":'j£. distance ails. become a 01arter Member with up to Sip up for SoundSavings"' today

~2$ You'D saw 10'l1. what 'tWO flEE HOURS ollons diswIa and enjoy the low r2tes and SUllC"or

1' .... you spend IS little u caDiD&-thacs a S15 value, baed on service that set il(U ..... tlanuc apart.~...~_.
55 per 1NlIllh. And our Iowat ntes! AIlft JU5l 6 months You'D liM 1M JOIUld af iL·

.' .........,..
2''' ..tift you spend 52' or IDOft with us, you'U receive an mJm
per IDOD~ And that Ippiics 10 the mgmb of em w"kmd gUs - up to 11 800 845-68071dina-Glai long disunce ails you 550. And alter a year, w~11 give you

make 10 anywhere In the U.S. E\'en a whole month or free JODI rNyn" Bw. don1/lllIt 1m much am£.
nus drllrtlr rntmbrnIuptax and ccmpuur modem ails.·· alliDI-up lO 575. offer CC1'IreJ lOtI:5IJ6.

VlSiL OUT home page on the [nttrut at httl.://www.callbell.com

@Bell Atlantic
Communications

i) 19Q61X1I Allanac: CcmmlllllC::a--.lnc. DE



p.7P

Ta e
······.me.

. __-~~':;_ Introd~cing the Bell Atlantic~
ISo~tidSavihgs~.Ilongdlstance c~Ping plan.

, .', .,' . ~ " ':'. .

.
Visit our home page on tilt Internet at http://www.callbellcom

@8el1 Atlantic
Communications

<01996 BtU AtlanlK <..ommurucalIOft5. Inc . DETN2!
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.News Clips
Crain's Detroit Business, August 5. 1996. Pa;!_3

Bell Atlantic plans
2 Michigan offices

BY ARTHUR BRJDGEFOR'IH JR.

A unit IIf Pbillidfol1Ntia-~t11ICC'Ommunj
('aLion" giant BtU Atlantic C.,~. i" opening
two l)!TlCe_ in ~hc 111.&t" u part of its plan tu
<lITH' lone-di:s~ RMW to eomlMTCial cu....
tomers.

Alan Hill. man"...' or public relatinm; fllr
Btll Atlantic r~'YSr.; BELl. said the compa'
ny i. llteppin. ClUtside itll t.r.u1itional mid·At·
lantic region to pick-up 1''- busin....

Tbe gT'Owt,b opportunity stems from Ul.
federwl Telecommunication Act. paned earli
er this >,.ar. The law allow, local pbone ",'om
panief II) ntrer lon,dj~ in ot.Mr ",arketa;.
IHIJ Atlantic providu local N~i~ in
Oel",""a,., Ute Di8triCl. of (',nlumbia. "."'t'IlIyl.
vltni<l. Maryland. Wem ViJ'linia and Vitglnill.

B.tJl Atlantic'. 1«al ()ffi~ W'ill be in South
l1eld'l Fint Center Oft'Ice buildinjf on Nnrth.
......tem Hild'lway. AM\h.r orne- if' hein«
n~nedinGrand Rapids. ThirtY·five sal~PtI''''

pie will M in the two "fti_. Hill Mi4.n,e ,c.rac.egy i.e t.o target COrpmoatiMUI tincL.
thefl ~YentWllly roll out service tn ~id~"tial

CUl'tnmen..
Rt-II Atlantic chnllO Michi..n h4M:l\1l1lC' ,t

wu able to C"t .pt»ro..... to "ricer tIM' market.
... ithin 24 houn. H111 Aid. PI.... its research
indicated w market hP • heavy volum. of
lun«-distanw calla and CUlItomeMI that want
a I'M" coherent lon,-distanCC! plan.

-We'" .".,...i".I)' enterin, the lonc·di..-

tance ttu"in"l'.": Hili !<Aid.
&11 Atlantic i, l\llCn in the micbt of. pn)o

posed meraer w\th n?givnal t..lepftC\ne
provider Ninell Cl)rp. INYSE: NYNI. which
COVeT$ ftlnl't ofN~ F.nltlanct anet New York,

Bell At.lantic annnunCC'U it will oITer llt"'
distanCfO ".nic@' in North Cl'rolina and
T.~.$, ~ "".11.

Fronti.r Commllnicllt.inn_ Co~.. which
m.~ ""th Bingtlam Farm..based AJ..C
c'nmlft\lniCllti_ CClI1l. in 1995. wUl be enm
petinK w;!.h B.II Al.1ant.ie. aJtItouth J.trre)l
Blackev, dinctor of local-tHVicft INIr.ketinr.
saicI Fiontier'$ niche is to prcMde commereial
c:ustOlhers with • buncl1e of communicationll
wrviee.. That mean" 1oca1.1~. ~l·
lular. pqin« and data-link mara- Oft one bill.

·Wt: deliv.r thnt. un a ilin,'. invoic:Cl."
Blackey Nld.

Ruch"ter. N.Y..baMd Frontier INYSE:
FkOI III (MUllin. nn the o.tmit marleft in
,~t..d of th••nt.i~ -U~. III Ben Atlant.ic i~

dl)ina:.
M.ltnwhiltr. Am.citech {~Qrp. lItill ill fn.

cUled Itn ibl lucal lIe,",i~ In Michill'an and
IOftIr-distanc:e M"i~ it off.,. in 20 ....tes.

Sara Snyder. a meciia-relat.loM manall!!'
for Am.rit~h. qid the company need,. to
sort IJUt tbe Fedt-ral CcnnmUftacatiClftK Com
miNion rules lov_mine fait competition
amonc !c)Cal.urvice providers bet'ore it can
otTer !onr-distantt service in ita "";on.
which i"cllld.. Miehipn, (lIinoiK. Indiana.
Ohio and WillCOnain. c:::c.



A.d Detector

BRAND:

TITLE:

COMMERCIAL:

LENGTH:

FRAMES:

BELL ATLANTIC+RESIDENTIAL USAGE

SoundSavlngs Calling Plan.60

SoundSavlngs Calling Plan,60 1 of 1

60

14

Jones: Relationships do not care
about miles...do not worry about time.

Introducing the Sound Savings
Calling Plan from Bell Atlantic
Communications.

when you spend $25 or more. Whether
it's from home,

08/14/96

Relationships simply need a place to
be.

You automatically save 10% when you
spend just $5

a modem, or even a fax. It's that
simple.

,~

f~
~ .. 'l'!!""'c ..
,

~
Your long distance service should
make that connection as easy as
possible.

a month on long distance. And 25%

Call now to become a charter
member,

PAGE 1



Ad Detector

BRAND:

TITLE:

COMMERCIAL:

LENGTH:

FRAMES:

BEll ATlANTIC+RESIDENTIAl USAGE

SoundSavings Calling Plan.60

SoundSavings Calling Plan.60 1 of 1

60

14

where your first 2 hours of long
distance calling are free.

Sound Savings Plan.

08/14/96

Plus, we have a lot more sound
rewards waiting for you.

You'll like the sound of it

Call this number now, for the

PAGE 2



BRAND MKTS SPOTS

BELL ATLANTIC+RESIDENTIAL OSAGE 4 a
CREATIVE: SoundSavings Calling plan,50

MARKET / SPOTS

CHARLOTTE 1
8ETROIT 4

FLINT 1

HOUSTON 2

Date Range: 08/02/96 - 08/12/96



Ad Detector

BRAND:

TITLE:

COMMERCIAL:

LENGTH:

FRAMES:

BELL ATLANTIC+RESIDENTIAL USAGE

Sound Savings Plan,charter member.30

Sound Savings Plan,charter member,30

30

7

1 of 1

Phone conversations-Woman: How
many more days? Man:10. Woman:1
can't wait that long. Man: Me neither.
Another woman:Did you get to go?

your first 2 hours of long distance
calling are free. And that's just the
beginning,

You'll like the sound of it

08/14/96

Man:Uh huh. Woman: Ohl I wish I
could have seen it. Jones: The
Sound SaVings Plan from Bell Atlantic
Communications.

A lot more sound rewards are waiting
for you.

Call now to become a charter member
and

Call this number for the Sound
Savings Plan.

PAGE 1



BRAND

BELL ATLANTIC+RESIDENTIAL USAGE

MKTS SPOTS

3 4

CREATIVE: Sound Savings Plan, charter member, 30

'1ARKET I SPOTS

Date Range: 08/02/96 - 08/12/96

DETROIT
FLINT
HOUSTON

2

1

1



A.d Detector

BRAND:

TITLE:

COMMERCIAL:

LENGTH:

FRAMES:

BELL ATLANTIC+RESIDENTIAL USAGE

Sound Savmgs Calling Plan,30

Sound Savings Calling Plan,30 1 of 1

30

7

Phone Conversations- Man:
Well,what's it like out there? 2nd man:
Warm, qUiet,windows are always
open. Child: That's far away. I miss
you.

You automatically save 10% if you
spend just $5 a month on long
distance.

You'll like the sound of it

08/14/96

Jones: It's here. The Sound Savings

25% if you spend $25 or more.

Calling Plan from Bell Atlantic
Communications.

It's that simple. Call now.

PAGE 1



BRAND MKTS SPOTS

BELL ATLANTIC+RESIDENTIAL OSAGE 3

CREATIVE: sound Savings Calling Plan,30

4

MARKET I SPOTS

Date Range: 08/02/96 - OB/12/96

DETROIT

FLINT

HOUSTON

2

1

1



Ad Detector

BRAND:

TITLE:

COMMERCIAL:

LENGTH:

FRAMES:

BELL ATLANTIC+CP

The choice is still yours.free gUlde.60

The choice is still yours. free gUlde.60 1 of 1

60

14

(Phone conversation) Well what's it
like out there? James Earl Jones VO:
You want to remove space and time...
(Phone) Oh! Warm, quiet,

Another bit of conversation. Jones:
And why having the right long
distance service

you face, thanks to recent legislation.

08/14/96

..~-".. "'

"-:~';";"'-

windows are always open. Jones:
and pick up where you left off.
(Different conversation) Child: That's
far away.

is so important. Another
conversation. Woman: I can't wait that
long. Man: Me neither. Jones: That's
why we've created

We've consulted top consumer
advocates to help us provide you with
sound advice.

Jones: At Bell Atlantic
Communications, we understand what
a long distance call means to you.

Advlce1hatcan help you choose the
long distance plan that's best for you.

PAGE 1



Ad Detector

BRAND:

TITLE:

COMMERCIAL:

LENGTH:

FRAMES:

BELL ATLANTIC+CP

The choice is still yours.free gUlde.60

The choice is stili yoursJree gUlde.60 1 of 1

60

14

So call today for you free guide. There
may be a lot of choices

So call this number for some sound
advice.

08/14/96

out there. But one thing hasn't
changed....

You'll like the sound of it.

The choice is still yours.

PAGE 2



BRAND

BELL ATLANTIC+CP

MKTS SPOTS

4 5

CREATIVE: The choice is still yours/free guide/50

~IARKET / SPOTS

CHARLOTTE 1
DETROIT 2

FLINT 1

HOUSTON 1

Date Range: 08/02/96 - 08/12/96



Announcjng
lnternet access
tnatsactually
accessjble.

You can 00:1 Or YOU CQ:1 do It oetter.

With a 51mOle rJew link to the Internet from

Bell Atlant:c that gets you online and keecs

you on trocir..

Whether "ou ve logged on once or 2 hundred

lImes. you know the hurdles.

The techmcal J2rgon. The mal and

Bell Atlantic •n2t;- erTOf. The busy SIgnals.

"nci cll2t

Try Bell Atbn"c net Kel130le Internet Jccess th2t

SW'tS "",th a s,molC: JDoroacn

Sign vc for Bell ;.t1ontic.net now
and 'get your FREE software

plus 30 days FREE'" unumlted Internet access.

CallI 800 NET-5230

@Bell Atlantic
THE HEAR...T OF COMMU NICAT10N"

Ad Code: BELLTL-0406
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Voice Mail from Century Telephone
catches all your messages.
Voice Mail from Century Telephone is like an answering machine without
all the hassle. No tapes to rewind. No buttons to fiddle with. No missed
calls. It's dependable. You never have to remember to tum it on. And
because we maintain it at our offices, you don't even have to look at a
machine.

With Voice Mail, your callers hear a personalized greeting that you
record. They can leave you a detailed message up to three minutes long,
even while you're talking on another call. You're alerted that you have mes
sages by the distinctive "stutter dial tone" of your phone. You can then
review the messages, save them for later review, or discard them. And each
message is date-an.d time-stamped so you don't have to guess when your
callers called.

Voice Mail lets you check your messages from anytouchtonephone. No
matter where you are, just dial up your Voice Mailbox and easy-to
understand voice prompts will guide you through the process. You can
review, save, or discard messages, just like from your home phone. And
all for just $4.50 a month. (Voice Mail is also available to our business
customers for a low monthly rate of $8.00.)

You could go out and pay a lot for an expensive answering machine that
will break down...or that you'll forget to tum on. Or, for about the price of a
sandwich each month, you can get the message on the dependable, always
on, simple-ta-use Voice Mail from Century Telephone.

Call1·800a352·5858
to get the message.

FREE CONNECTION FOR A LIMITED TIME.



August 22, 1996

Telecommunications Services

Blake Bath
1 212526·4386
bbath@lehman.com

Ken Hoexter
1 212526-5744
khoexter@lehman.com

This is an excerpt from an
industry report originally
published on August 22. 1996.

LEHMAN BROTHERS

WINSTAR

INITIATION OF COVERAGE - OUTPERFORM

2 Outperform

wen 19 52·W1r. Range 33-9.50 FY Dec S&P 500 670.68

lQ 2Q 3Q 4Q Year PIE Dlv.

1995a -0.15 -0.11 -- - -0.70 nJa nJa
1996e -0.39a -0.6Sa -- -- -2.33 nJa nJa
1997e -- -- .- .- ·3.9\ nJa nJa

Shares Outllitandiog 28.0 mil (41.1 mil fully diluted) DJIA 5733.47

WlnStar Highlights

lJ We recently initiated WinStar Communications. Inc. with an Outperform (2)
rating because we believe the shares could appreciate to the $23-$24 range.
However, WinStar has the inherent risk associated with the early stage of
network. deployment and its fmn value/gross property plant & equipment ratio is
well above average, at 10.4 times.

lJ Investors in WinStar are truly optimistic because the CLEC and CAP businesses
account for less than 5% of total revenues.

lJ We estimate WinStar Telecommunications (Wireless Fiber-CLEC business)
could obtain a 2.0% national penetration in the year 2005, or $1.1 billion of a
$52 billion market opportunity. We believe WinStar will have to expand its 300
employee salesforce by six to eight times to reach our forecasted penetration
levels.

lJ WinStar Gateway Network is WinStar's long distance resale offering, which we
forecast to produce $177 million. or 0.2% of the $95 billion market opportunity
in 2005.

lJ WinStar Wireless (cAP business) is projected to grow to $313 million in
revenues in 2005. a 3.1% penetration of a $10.2 billion market opportunity.

lJ We note that 47% of 1995 revenues were from WinStar's Global Products
division, a consumer products company that sells non-durable goods. We project
this division to continue to grow at around 7% per year. producing $39 million in
revenues in 2005 but only about 3% of corporate revenues.



WinStar's Wireless Fiber 38GHz licenses are expected to cover almost 160 million
people (including the pending Milliwave purchase), lcllding to a switched and
private line access local and long distance market opportunity of $157 billion.
WinStar has become one of the premier holders of 38 GHz wireless point-to-point
licenses in the U.S., including 41 of the top 45 most populated metropolitan
statistical areas (MSAs), producing an estimated $75 million in revenues in 1996. In
1997, we anticipate WinStar will grow revenues around 60% to $119 million
although we do not forecast EBITDA to breakeven until mid-1998.

LEHMAN BROTHERS _

INVESTMENT
VIEWPOINT

WinStar's business plan is twofold. WinStar will serve the end user as it builds up
market acceptance for point-to-point service and it will seek to be "WinStar Inside,"
an invisible portion of local point-to-point connections. A majority of WinStar
customers will use WinStar where it is not economical to build fiber to the end user,
while some other carriers will use WinStar as a temporary solution, prior to the
economic justification of building fiber all the way to the end user.

VALUATION

Value

Price Target: $23-24
Rating: Outperform (2)

Year 2005 Estimates
Revenues: $1.7 bi!
EBITDA mrgn: 30%
EBITDA: $501 mil.
Net Margin: 11. 1%

Valuation Parameters
10-year discounted cash flow
14% weighted average cost of capital
25% public market discount
11 x multiple
520 employees at end of lQ

Historical Drivers

• The stock has been driven mainly by regulatory developments over the last two
years.

From July to November 1994. WinStar shares increased 116% after the 38 GHz
licenses were obtained in the Avant-Garde acquisition. and Nate Kantor and
Dave Ackerman, former Mel executives, joined the ftrm.

• From November 1994 to June 1995, the stock declined 43% to $5 1/4 as the
telecom bill was stalled and investors soured on telecommunications stocks in
general.

Legislation took a surprise tum in the second half of 1995 when both the House
and Senate passed bills. From June to October 1995, WinStar stock increased
256% to $18 7/8.

• When legislation was signed into law in early 1996, the stock began a 109%
climb, to $32. However, the stock pulled back and returned most of the gain,
trading down to $16.

Drivers Over The Last Two Years

Revenue Growth

We look for WinStar to maintain a revenue growth rate between 60%-115% over the
next three years, boosting revenues from $75 million in 1996 to $255 million at the
end of 1998. We anticipate this supergrowth phase to continue for at least the next
five years as competitive local exchange networks are built out across the country
and WinStar is able to complement the service providers with speed to market and
high-quality service.
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EBITDA

We anticipate EBITDA-breakeven in mid-1998 as WinStar demonstrates its ability
to handle growth in a balanced manner. After 1998's EBITDA-breakeven, we
expect margins to climb rapidly to 23% in 2001 and 30% by 2005.

Regulatory

WinStar recently announced interconnection agreements with Ameritech covering
Illinois and NYNEX in New York. The interconnection agreements set reciprocal
compensation, provide for resale of the ILEC network by WinStar, and covers a
multitude of other issues allowing the full integration and provision of service. To
date, WinStar has received CLEC certifications from 11 states: Georgia. Michigan,
California. Connecticut, Florida. Illinois, Massachusetts, New York, Tennessee,
Texas and Washington.

In the early 1990s, the FCC allocated the 14 channels between 38.6 - 40.0 GHz as 14
individual 100 MHz bands. In 1993, WinStar obtained four of the 14 channels (as
Avante-Garde) in the top 30 markets. Since then, the FCC has changed its methods
of allocation. With approximately seven 100 MHz channels available. the FCC has
suggested a limit of seven licenses per spectrum holder (so if WinStar owns four in
any particular market. they could bid for three additional licenses). The 38 GHz
spectrum allows above ground, point-to-point (direct line of sight) radios aimed at
each other. and carry bandwidth that is as reliable as fiber, as fast as fiber, and
delivers the bandwidth equivalence of fiber to an individual end user.

Firm Value/Gross Property, Plant & Equipment

WinStar is currently trading at a 10.4 times firm value/gross property plant and
equipment, above the industry average 3.5-4.0 times. This compares to peer
multiples of MFS at 4.7 times, ICG at 2.3 times, Teleport at 2.3 times, Brooks Fiber
at 3.0 times and Intermedia at 3.6 times. We would expect WinStar to maintain a
higher multiple than the wireline CLECs because of WinStar's lower demand for
physical plant in the ground in comparison to its wireline peers.

COMPANY SUMMARY WinStar plans to use its 'Wireless Fiber' technology, using the 38 GHz spectrum, to
provide competitive, cost-effective local exchange telephony with performance that
equates With that of fiber and generally exceeds that provided by copper-based
networks. WinStar plans to have network availability in over 60% of the country.
With a business market for local exchange services (CAP and CLEC) valued at $55
billion today and growing at 7% annually, we are forecasting a ten-year penetration
potential of 2.2% and year 2005 revenues of $1.4 billion in its $62 billion service
area. Rounding out its Telecommunications division is Gateway Network.
WinStar's long distance reselling arm. We are forecasting a slim 0.2% penetration
of an eventual $95 billion market. or $177 million in revenues in 2005.

160 Million POPs

Size of 2005 Tcom Market·

$157 bi\. (64% of U.S. Mkt.)

1995 Telecommunications Revenues

$13.2 million

*Tcom counts WinStar Wireless (CAP). WinStar Telccommunicauoru ICLEC) and WinStar Gateway (Long distance reselling) only.

Lehman Estimates.
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Wireless Fiber highlights include its low startup costs and speed to market. Service
can be installed in a matter of days as opposed to weeks or months for fiber in the
ground, and for significantly less capital dollars. WinStar's broad bandwidth at 38
GHz enables DS3 service at 45 Mbps to transfer data at 1,500 times the fastest dial
up modem (28.8 kbps) and 350 times the fastest ISDN lines (128 kbps). Data
transfer also exceeds transfer rates of cable modem (30 Mbps).

The range of one 38 GHz line of sight radio signal is about five miles. 'Wireless
·l3

fiber' is as reliable as fiber in the ground (99.999% reliability with 10 bit error

rate) and even weather conditions, such as snow, electrical storms and high winds
have not affected tbe 'Wireless Fiber' services. However, in limited sections of the
U.S., transceiver distance is limited to 1.1 miles because of cenain region's
inherently large rain drops. To date, WinStar has obtained 280 roof rights and is in
discussion with 2,200 additional buildings in its MSAs for additional rights.

In cenain areas, WinStar utilizes third parties for marketing and maintaining its
operational systems. WinStar has a national agreement with Lucent Technologies to
provide field service for and network monitoring of the 'Wireless Fiber' facilities.
WinStar has also entered Master Agreements with MCImetro, ICG, Electric
Lightwave and Century Telephone that allow these companies to utilize and resell
'Wireless Fiber' to their customers. These Master Agreements are a significant
ponion of WinStar' s future as it plans to be 'WinStar Inside,' a hidden part of the
network that the customer does not necessarily know about.

Revenues

Of 1995's $29.7 million in revenues, almost 42% of revenues were from long
distance reselling and 47% from WinStar's consumer products division. Although
only 2.3% of 1995's revenues were derived from CAP/CLEC business, this is where
we project the future growth of the company will come from. We project WinS tar
Wireless, the access service provider, will climb from an expected $1.7 million in
1996 to $145 million in 2000. We also anticipate WinStar Telecommunications, the
competitive local exchange carrier that serves small to mid-sized businesses, could
have revenues expand from the $1.4 million expected in 1996 to $392 million in
2000.

The market acceptance of wireless CLEC services will be the driver of revenue
expansion over the next three years. The fundamental shift is due to recent
legislation and the wireline CLECs' desire to build out in the most efficient and cost·
effective way possible. The revenue opportunity of WinStar is currently derived
from five parts, whereas in five to ten years, the wireless CAP/CLEC business will
account for 78%·80% of total corporate revenues.
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Figure 1: WinStar
Division Percent of Revenues

Revenues
WinStar Wireless (CAP)
WinStar Telecommunications (CLEe)
WinStar Gateway Network (Long Dist.)
WinStar New Media
WinStar Global Products (Consumer)

Total

Source: Lehman Estimates
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WinStar had no CLEC revenues in 1995 and less than one million dollars in wireless
CAP revenues, derived from small contracts already in place. The revenue stream
will eventually be well diversified, as is typical of a national carrier. We expect the
top 10 cities to contribute around 23% of total telecommunication revenues by 2005.

Figure 2: WinStar
Revenue, EBITDA, and Free Cash Flow Forecast
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In Figure WI, revenues receive a continued boost from switched wireless services
over the next few years. EBITDA turns positive in mid-1998 when more cities have
been operating for a couple of years and the take rate for wireless fiber increases.
Free cash flow, EBITDA minus capital expenditures plus EBIT times tax rate, turns
positive after 2001, at which time the company can use its internally generated cash.

Table 3: WinStar
Market Size

2005E
Market ($ Mil)
Local Business Switched
Private Une Access
Long Distance

New Media
Global Produc1s

Source: Lelunan Estimates

Market
Opportunity

52.800
10.334
95,959

nla
nla

WCII WCIIMkt.
Rev•• Share
1,047 2.0%

313 3.0%
1n 0.2%

94 nla
39 nla

Capital Expenditures

In October 1995. the company issued $214.5 million in senior notes to fund its
expansion plans. With recent legislation enacted, the company has increased its
rollout plans. The company recently pUlled back from an approximate $300 million
debt and secondary equity offering, which should not affect the company's near
term plans because it has $200 million cash on hand. These funds should be
sufficient to fund WinStar's expansion plans for the next 6-12 months. However.
the company does continue to seek additional 38 GHz offerings or sales from current
holders. and does wish to increase its content and long distance reselling customer
base. We would not be surprised to see the company continue to bid for other
businesses and come back. to market at the beginning of 1997 to continue funding its
growth prospects. We would expect even further offerings after WinStar succeeds in
gaining market acceptance for its 'Wireless Fiber' product.
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Capital expenditures are expected to be $50 million in 1996 and $280 million in
1997. For the final nine months of 1996, $34 million of this full-year 1996 planned
$50 million will be for CLEC buildout, as will $212 million of the planned $280
million in 1997.

Figure 4: WinStar
Future Capital Expenditures
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Source: Lehman Estimates

Subsidiaries

The company operates five subsidiaries, the most important of which are WinStar
Wireless and WinStar Telecommunications, its CAP and CLEC businesses.

WinStar Wireless

Wireless is the CAP that provides access services that are marketed wholesale to
long distance carriers, CAPs, CLECs, and LECs, as well as directly to large business
and government end-users through the company's direct sales force. Many carriers
desire WinStar as a secondary route for traffic in case of a fiber cut or problem with
the primary carrier. As WinStar is just beginning to obtain roof rights to build its
line-of-sight operations in most cities, we are forecasting a tripling in revenues in
1996 to just over $1.7 million.

WlnStar Telecommunications

WinStar Telecommunications is a CLEC that recently commenced local exchange
services and markets its services primarily to small and medium-sized businesses.
WinStar is currently authorized as a CLEC in California, Connecticut, Rorida,
Illinois, Massachusetts. New York. Tennessee. Texas and Washington and is seeking
authorization in 15 additional states. The company intends to install ten main
switches and 31 remote nodes during the next three years, installing its first main
switch in New York City by October 1996. WinStar intends to install five additional
major metropolitan areas switches or remote nodes by fIrSt quarter 1997. Over the
next few years. Telecommunications will drive revenue growth and valuation for
WinStar.

WlnStar Gateway Network

Gateway is a switched-based long distance reseller that the company acquired
primarily to provide service to residential customers. Although Gateway's revenues
should almost triple to $34 million in 1996. the focus of this business will move
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