
VI. RESTRUCTURING IS NOT ONLY PAIR BUT INEVITABLE

GWI has proposed a solution that would be uniformly

applied to all C block licensees. If the Commission were to

adopt the position of reinstating the existing installment

paYments, the result would most likely be a substantial number of

defaults among the large C block licensees. Subsequently, a re

auction would likely result in a dramatic reduction of C block

prices to a point possibly at or below the F block auction (on a

30 MHz equivalent basis, an average of $7.63/POP based on the

Commission's installment financing). This would leave the exist

ing, non-defaulting C block licensees in a position of having

substantially overpaid for their licenses, and subsequently in

need of Commission restructuring of their debt. See Table I

(Omnipoint at $S4.28/POP in Philadelphia, PA and Cook In

let/Western Wireless at $39.83 in Muskogee, OK.)

A re-auction therefore would likely necessitate some

restructuring of the debt obligations assumed in the original

auction. Conversely, quickly restructuring the debt obligations

now will enable current license holders to resume their efforts

to build new businesses and is the fastest and fairest way for

the Commission to implement its charge to ensure both competition

and the participation of newly formed small businesses in the

wireless marketplace.

VII. SMALL BUSINESS WILL BE ABLE TO PRE-PAY

During the June 30 Public Forum, one panelist, the

representative from BIA Capital, expressed concern that the cost
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of capital to pre-pay the license debt for the smallest of the

Small Businesses would increase significantly, thus making pre

paYment unattractive to these companies. GWI disagrees with the

underlying assumption that, under its proposed debt restructur

ing, small businesses would not have access to new sources of

relatively low cost capital and would have to rely solely on

equity funding to pre-pay the licenses.

As evidenced by the majority of the A block cellular

RSA license holders, once the licenses could be used as collater

al for loans, most equipment vendors were willing to loan 1.2 to

1.5 times the value of their equipment to license holders to fund

operations and equipment purchases. These loans were typically

at rates of 2% to 4% over prime, well below the 30% cost of

equity estimated by BIA Capital. Under GWI's proposal, over 40%

of C block licensees would owe less than $1 million for their

licenses and over 80% of the licensees would owe less than $10

million. Based on these relatively nominal funding requirements

and assuming that the value of the licenses can be used as

collateral (which lowers the risks to both debt and equity

investors), it appears that the cost of capital (referred to by

BIA Capital) will go down for large and small C block licensees.
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VIII. CONCLUSION

For the foregoing reasons, GWI supports the restructur-

ing of the C block debt as set forth above.

Respectfully submitted,

General Wireless, Inc.

July 8, 1997

Of Counsel:
Jay L. Birnbaum
Jennifer P. Brovey (Admitted in New York only)

SKADDEN, ARPS, SLATE, MEAGHER & FLOM LLP
1440 New York Avenue, N.W.
Washington, D.C. 20005
(202) 371-7288

24



ATTACIDfENT 1



The Sanwa Bank Umited
NEW YORK BRANCH

55 EAST 52"0 STFIEET • NEW YOfqK, N.Y. 10055

June 20. 1997

Mr. Ro~er Linquist

Presid.ent and Chief Executi...e Officel'

General Wireless, Inc.

8144 Walnut Hill Lane

Suite 600

Dallas. TCXllS 75231

Dear Mr. Linquist;

Ou behalf of Th e Sanwa Bank Limited. New Y()rk Branch C~Sanwa"). we are pleased to su.bmit

this letter in support of your ~fforts to effect certain regulatory changes relating to the purchase

J.nd f...nancing of pes licenses.

S:lnwa.. With assets valued more than seoo billion, operates in 30 countries worldwide providbg

a full range of financial services to clients throughout the world. Communication financing is a

primary focus of the Sanwa Global Project Finance Group, with 67 dedicated professionals

worldwide, including 21 professionals in New York lUld 28 J)rofessionll1s in the International

Project Finance Office at Tol...-yo Headquarters. Sanwa's New York Project Finance Group has

provided financing to several U.S. wireless communication projects and are very interested in

the development of the situation relating to the C-Block licenses,

We understand that as a result of thE! Public Notice issued on Jun.e 2. 1997 and the related

J)roceed.iAgs, an opportunity exists for certain changes to the debt terms and. amounts owed. by

C·Block companies to tbe Federal Communications Commi~sion ("FCC"). We have reviewed

and anal~ed the preliminary business plan, financial forecasts and capital req,uirement5:f

General Wireless, Inc. caWT'), and are prepared to prQvid.e GWI with a firm financing

commitrcent £Or the p~·paymentof its outstanding debt to FCC, subject to satis!a.cto-r;-
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negotiation a%ld documentation and to the following conditions:

• reduction of the principal amount of debt owed to the FCC to a. level consistent with

prices paid in the AlB-Block auction held in 1995 and. adjusted for the present value

benefit of foregone C-Block 5nancine as described in. GWl's propo!ia} to the FCC.

• in the event of default by GWI. the right of creditors to a perfected security interest in

the pes licenses being pledeed as collateral to obtain financing for pre-payment of debt

outstanding to the FCC. with disposition of sueh lieen"a to non-Designated Entities for

tho benefit of secured commereiall'nd.ars.

• amendment of provisions relating to the above two issues in a nasonAbly timely

manner so that the commencement of commercial operation of the C-Block companies

will not be materially delayed.

We anticipate, but cannot give assurance that, in conjunction with the financing of OWl's pte

payment of debt to the FCC, additional financing wm btl available to GWI on reasonable terms

through pUblic or private sources of debt and equity capital to complete aWl'$ C&'Pital

I"E!quirements and allow for network conmuction and commercial operation. Sanwa is prepared

to assist GWl in attempting to fulfill its financing needs. We understand that GWl has obtained

a financial eommitment from Lucont TE:chnologies, Inc. to finance equipment purchase and

network construction in the amount of 1300 million.

We trust that this letter will be! helpful in providing a.s!uran.ee to the FCC that the chances to

GVVl's debt terms and amounts outstanding to the FCC as pt'Oposed by GWl axe crucial to allow

tor timely financing of GWI on reasonable commercial tel'ms to allow it to belin commercial

operation. on an e>..-pedited basis. As stated previoulily. any realistic fin&n.cing is contingent or;

the enactment of the key provisions noted above. 'Failure to amend the key provision5 ::-. a

timely manner may result in a situation in which fi.nancin~of the company is impossible due to

the diminishing competitiveness of the company against AJB-Bloek competitors.
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'l'hank you for the opportunity to be ofservice in this ma.tter. We ue prepared. to proceed i'UfthCh'

lI1\n:Lediately upon ob~nt clarification of the FCC's final pO$ition, and look forward to a

favorable development soon.

Sincerely,

TQsbi Sakai

Senior Vice President and Deputy General Manager



*SBCWarburg
3ec W...lIeVlI":' IN\...
A S'!~S';)IJ,RY OF SWISS SANI< CO~PORATjnN

KENNETH J. KENCIL
Exe(;utivu Director

Mr. Roger Linqui~
President. anti Chief Executive Officer
Genp.l'l'Il Wjrele~,. Inc.
Q144 Walnut Hill La.ne
Suite 600
Dallas, Texas 752:31

.Oecu Mr. Linquist:

June 21, 1997

sac WAIUURC I~~C.

?n p"rk A_nue

New York. NY 101 77.
Tel: 1212l 22.4-8024
Fox: (212) 224·8630

On behaU' of SBC Warburg Inc,. we are pleased to submit this lp.ttl!!r in support ofyour efforts to
eftect certain regulatory cl1an~es and obtain financing fnr the purchase ofPCS liccDses and tllC

operation of commercial wireless telecommunicatiol1s se.rvices.

We understand that,. as a result ofthe Public Notice issued on June 2, 1997 alld ilie proceedings
tbat will follow. an opportunity exists: for certain chQllgc8 to the debt teams and amounts owed by
C~Block companie~ to the Federal Communictltions Commissiou (UFCC·). We have revlcwed
and analY7~d the business plan, filltlDCial forecasts amI capital requirements of (jeneral Wireless,
Inc. ("GWI"). and ill'1l prepared to work towllnl providIng OWl with a tinn financing
commitment for the prc-paymc:ul uf its outstanding debt to tbeFCC. subject to the following
conditions:

• reduction of princlpal amount of debt owed to the FCC to a level ConSi!ll:ent wi.th
prices paid in the AlB-Block auction held in 1995 and a~usted for the present
value benefit of fOl'gone C"Block financing as described in OWl's letter to the
FCC (attached).

• in the event of default by GWl, th~ right of creditors to 0 pcrfected s¢cluily
interest in the pes licen....l'\s being pledged as oolla.tcral to obtaUt fimmcing for
pre-payment of debt outstanding to the FCC, with dispo:!oiliull of such licenses to
nnn-n~l)ignatedEntities for the benefit of sec.uu::J cummercial lenders.

We'. l\nticipate that, in conjuul;tion vvith the fUllwcing of GWl's pre-payment of debt to the FCC,
adcfirinnal financing will ba a.vQilable to OWL uu n:asonable terms through public or private
~o\lrces of debt and equit,), capital to cOl1lplete OWl's capital requirements and allow for network
COllStruCtlOU Q1ld comrncr~ial OVc:.lllliuD. sac Warburg I.S prepared to assist GWl in the
completioD of its finiW~iJl~ needs. We understand that GWI has obtained a financial
commitment £10111 Lucent Technologies, Jnc, to finance equipment purchase and network
eonstnletiou ill lh~ amount of$300 m\Uion.

Member :If Tnc New Yan. Slack Exchange
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We trust that thi~ letter will be helpfUl in providing assurance to the .FCC that the changes to
GWI'~ dl!!ht terms and amounts outstanding lU the FCC as described in your letter (attached) will
he ~\lfficiel1t to allow for timely ftHlWdng ofOWl on reasonable commercial terms to allow it t.o
begin commercial opct"ation (JU am expedited basis. As stated previously, our commitment wHl
b. contingent Ol\ the cnaclWc:nt oftbe key provisions noted above. Other chanaes LCl
recommended in OWl's letter woUld be highly beneficial to the fmaneinl proce~~ However,
failure by the: FCC to amend the key provisions noted above may result in ~ SiW.lltion in which
finauciu~ uftlle company m a reasonable time period is not possihlp.

Thank you tor tbe opportunity to work with you on thi~ propo~a1. We stand ready tu proceed
Wlth the financing process immediately upnn nbtaining clarificQtion ofthe FCC's final position.

;;i~~~-.,
Kenneth J. 'Kenul
Executive Director
Head ofHigh Yield Finance



r: M..r£lun Seeuri/iell"c.

:( w..nS~f,t
'I, 'W ,ork. NY
, [,2(JI)·lJU60

JPMorgan

June 23, 1991

Mr. R.oger LindquiRt
President and Chief Executive Officer
a~ntl W1re1c.as, Inc.
814 Walnut Hill Lane
Suite 600
Dallas. TX 75231

Dear Mr. UndquJst: .

On behalf of J.I". Murgan. we arc pleased to $ubmir. this letter in support ofyour efforts to
effect certain regulatory changes and obtain financing for the purchase ofPCS liceases aDO Ute
operation of commercial wireless tc1~ummunicationsservices.

We understand that the Public Notice issued on June 2, 1997. provicN8 an opportllnil)' for
conoin chansea to the debt tenns and amounts owed by C-Block companies to the Federal
Communications Commission. We have reviewed and analyzed IbC bU8b~5 plaaa. flnaDOjs}
forecasts aud capital requirements of G~neralWireless, Inc. ("OWI'') and beUevei[ 10 ha;ve a
reasonable prospect to obtain rhe financing needed to pre-payor sen'icc its debt obliaauoiW LO

the FCC and to successtully launch its commercial ~taticmR. We beUcve that t1le foUowing
changc.~ wJ11 be important in altering the sentiment in the investment community to hnprovE:
the prospects Of GWl to obtain their requirel1 Cltp.ltal:

• reduction ofprlncipal amount of debt owed to the FCC l.u a level consistent with pril:'l'_1;

paid in the AlB-Blode auction held in 1995 and adjusted for the present value benetit of
foregone C-nlock financing as described in OWl's letter to the 1"CC or through som~

other melllud tllat produces l). comparable l'rincipal reduction.

• in the event of dei'aulr hy GWl. tlle right of creditors to a perfected security interest in
the PeS licenses being pledged as collateral to obtain financJng torprc-paYllJent ofclcbt
outstanlUnglo the pee. with disposition of !Ouch licenses to non-Designated Entitle:; for
the benefit of secured commercial lenders.

• adequate time period to implement pre-payment of FCC debt. 18 monalS suggested

• maximization of foreign ownership limits.

• increase in economic ownership interest allowed 11 single Investor of up to 49%.

• reducUOn uf cOlluol group economic ownerchlp requirement from 15% to 10%.

We anticipate that. SUbject tu Ole adoption of the foregoing ehl'nge.... OWl will have improved
access to public or pri'late debt or eqult.y finanCIng on commercial terms in order to complete
ilS capital requirements and allow for nelWQ[k consLrueUon and commerclol operatioM. Failure
by the FCC to amC'lM the key provisions noted above may !esuilio a situaUOD 18 which
financing of GWl In a reasonable time period is not possible. Our views lIe uecc:asarily bO$8d-
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on economic, market and other conditions as in eftect on, anc1 the lnfunmWOlllllade anilabb
to us as of. ttte tbre hereof. It should be understood that sUbsequent developments may arre(;t
our views and tbar we do not have any obligation to update, revise. or reaffirm this letter.
NoUung in this letter constitutes a commitment by J.P. Morlan to provide financing to OWl, to
cause any financing to be provided to OWl or to otherwise be legally or financially responsible
for uy tlnandng for OWl.

IanM. Clark David M. Obstler
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Salomon .rothers

GLOBAL TELECOMMUNICATIONS
MondAy, MAy 5, 1997

GAnAl'RI NumbAI'

(212) 783 7000

Telecon, Group Fax Number

(C!1 C!) l~a-4/W

u.s. Dom.ti(. Corporat. Finan(.e

Managing Directors

This Week's Topic.....
Telecom Earnings Scoreboard
With tew exception..., the tirst quarter was positive tor the te!ecom indu..try. in aU but one ot
eight te!ecom ...ecton (t'CS), most companie... reported earning... which either met or exceeded
Wall Street earning,.. forecasts.

Telecom Market Update
Eauitv Transactions

Product Groups

Equity Resaarch

Jack Grubman x-05!S8

StQVen V:mis x-6663

Sari Mayer x·7674

Sheri McMahon X·7352

Christine Gochuico x-7245

Ann Henry x·793Q

Fixed Incorna Rasaarch

Morgon: & Acquisitions

Torn King ll-7500

Eric Medow ll-7077

TOllY Whittomoro II 6603

equity Cilpital MlIrketa

Peter Blanton X-C!ts/~

Eli"oiliwUIO·CuII'I"1 11-43ee

HlC9CI Income Capital Markets

Lwrdss Psr9Z-B9IIulIsy x-371 1

High-Yield Capital Markets

KQvin UJzak X-5~lS

JUIII OUu (GI\). Hl:roSu) )\-08' 7

10m JonliilS x-5620

StQVQ wInnIngham X-IUfa

Director

William FI9tchQr x-7132

Vice Presidents

Tim DaviliilS x-lSg71

Susan DavQnport x-55lSlS

David Diwik x-5g:JO

RobQrt DohQrty x-7104

Kilty Nolan x-lS757

Terry Tlllley Voltaggio x-7258

Everett Weinberger X-1774

£30
lS5
196
70"

82
4,470

$40
J.5

!27
6

317
300

Amount
($1414)

Amount
I.MM\

Taraet
Eastern Telecom
Triad Cellular
Pilipino Telephone
Mnhil1c'nm Am;trb

US ONE
US WEST
(WirC'1e,,,s A.....et.s)

Fulluw-Ou E4wLy
J:ollow-On I:quity

IPO (CDR.)
IPO
ExcbaDg.abl. DECS
Exch Preferred Shares

TvDe of Securltv

Network Lons Distance
Western Wirelen
Philippine Global Com.
~TF'.T

Phoeni.-c Network
AirTouch

J\cqulror

Issuer

11/29/97 NA
4/25/97 NA
4/25/97 NA
tJ./?'1,jQ7 NA

4/23/97 NA
4/18/97 NA

Date Date
Announced Cloaed

ACSI
Intetnl1tional. Te1ecommunicl1tion
Dntn S)':5tem~

3/24/97 VSNL
3/'1,11/97 Group Lons Dists.nce
3/20jfJ7 SBCrr.lmu
311tJ./97 Intermedia Communication~

4/J.0/97
4/08/97

Date

Telecommunications Equity Mark.t Lewis
I d' h

M&A Trallsac;tiolls

Amount
DIIl~ 1l:R'Ut!r JIlHlIllg Typ~ ur S~curlly ($MM)

4/24/91 SKTelecom A+/A1 7.1jO 7NCjL (1"9,j bp) 5230
4/08/97 BdLbh Tclc~uwwuu. AAAJAa1 G.750 5NCjL (+15 UJ:I) 1,000
4/03/97 GTE A3/A 7.!0% UNCjL (+67I1LJ) !lOG
4/03/97 Korea Mobile Telecom Ai/AA· 7.63% 10NCjL (+90bp) %00
3/26/97 WorldCom Dal/DDD· 7.!oS % 7NCjL (+81 bp) 600
3/26/97 WorldCom BDl/BBB- 7.7!% 10NCjL (198 bp) 1,100
3/26/fJ7 WorldCom Ba1/BBB- 7.7S% 3O/put 12 (+96 bp) 300

Debt Transactions

n ex s % c Rnae an:
Salomon Brothers Index Current Level 12 Months 1 Month 1 Week
Long Di...tmce Index 33.851 -7.7% +1.4% +6.5%
RBHC Index 52.399 +10.5 +8.4 +5.6
CLEC Index 21.143 +6.5 +24.1 +21.8
Cellular Index 23.274 -18.5 +3.0 +5.7

( .t'L~ lnC1ex 8.206 -'10.8 -10.8 +4.7 -
l"agtng Index 7.828 -63.0 +15.6 +7.9
Teleservice... Index 16.868 -43.3 -21.2 +11.6

x·4488

X-448g

x.33lS4.

BobWllldman
Stevyn SchutZll1an

03llid GI:JYlTlOl'

Note: Bold hl'!kAtU: (l) .quit)' or dtbt trA1\IUtiOI\l for whi.:h SA!olllon Brot!wn hAl AdN AI AIllAlU.\rtr
All'! (ii) d~Il~1 SAlolllOl\ Brotlan lu.I r'prlSll\ttd iI\ M&A ttU\lUtiOIlI.
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OMN1POINT COMMUNICAnONS CORPORATION (OMPT)-.

Weakness Prestrrts Buying Oppottunity;
Shar.ltddedtn OlJR~LiM

P'lct
'0/211M

27'lra

• Mtrk."
$48.00 •.00

JAr'"
t3l.OO $42.00

OJIA: 5112.73
SIP 500: 607.";

FulI'i DikMcI .....0l4. (m••): 67.3
Mat' t.phdntIon lbIl.): ".6

The Iblt" of O~ipoint hive declin-.d recenllv, part'y on 'hi btl. of Ht!(fuht"vo oof.@'
Communications Commission (FCC) plant to gfant more witel... !p!C1Nm, Just al the company
Is about to launch its personal communications Hrvlo". (PCS) sy.em In the New Volk metropoli
tan area-the mOlt lucrative cellular market in the country and. In terms of the financial commu
nity. the moat visible. OMPT's pes sv.tlm, Wt'liOh will open in the next few weeks, will b. the'lrat
competitor to the two elei,ting cellular carriers, with a lead of at least several month. over Olh.,
poe 0p\lfators, and in a market characterized by dropped or blocked cans and poor reception due
to the capacity eonstraint. of the existing operators and w.n above-avorag. rateG. Like Washing
tontalltlmore, where the operator APe came charging out of the gate nearly a year ago with tub
scriber figures well in excess of explk:tAtlt.'ll1t, W. bell.yo Omnlpoint will ~trll btg In New YOrk
where demand is almost palpable. W. think that this sense of demand is Why OMPT shares have
always commllnttGd a significant promium over thotii8 of ather pes operators. Another reason is
the management-both the CEO. who had the ~Iaion that garnered an earty "picnee", prefer
ene." lioenoo award from thtl pice. and the COO, who opened all of AirTouch's highly suoceutul
European GSM ayatems (GIob.I System tor Mobile Communications). inc'utllno the larg..t and
rTlQsl J)fofitabl, one in the world. in Germany. I.ike APe and th. European systems, Omn~int'.
New York Iystem wilt use GSM technology. the most wen Mtabli.hed diGital standard in the world.

In addition to the New York metropolitan trading ar,a's 27 million pops, OMPT add" 13 miUion
nearly wntlguous pop, in thl C Block pes bidding round. Including Philadelphia. and it is bidding
on additional markets to further extend ita brold NortheailtAm corridor In the finGI 0, e and F
BlOCk luctions, including Boston and Wathington/Baltimore. So far the OMPT price in thole auc
tions is a very low $1.22 per popl Thus. what statted out as the coh.apest licen•• for the best mar
ket in the count~ has expanded into a mllor regional play that could enoompasl one-quarter to
one-third of tt\A country'. popu&otlon. Wo estimate OM,.T·, private market value at $48 per share
this yaar and M8 for 1997. With a 25% public trlding discount. our target for the stock would be
$38 p.r sh3ro .hert tarm and $42 over the next 12 months. Likely wins in the current auctions
would provide additional upside. The reetnt furor 'hi' se~ the stgck dowQ cont:Arns th. poa.ibil
itX of addiliYllal pice auctiOn, that miX or may not be tor pes and max or may not it nattgnwide.
Current 04 E and F Block blddin; at y!!'X low per pop prices eonfirmt that, wit~8ix oo~etitors

(and Nextt') .'ready. ther. is no lack of spectrum that would be addreJlecl bx a new licensee,
and the timetable of any new 0eerator yet to Ulil licensed would be 10 late as to be nearlY irr.I,
vant economiCally. As a result of these factors, and especially the confluence of the stock dl'Ol>
wilh th" irnmnent laUMcn Of the New York system, we are upgrading our rating on Omn;point to
RL Buy.

October 29, 1M
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Dennie H. Letlowb (212) _~2.
ErIc S. Weinstein (212) 892-3811
John H. Whlttler (212) 8Q2..a19Q
Karim Zia (212)_-«)gO


