Conclusion

¢ There is a win/win solution for competition and taxpayers.

¢ Rescheduling keeps government whole.

— Ability to ensure taxpayer and competition

¢ Limitations of a Reauction
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License Concentration of Cellular/PCS Licensees by POPs

Total Wireline POPs

The top 3 wireline companies own nearly half of the available POPs in the U.S.
And, more than 70% of the available POPs in the U.S. are controlled by 11 wireline companies.

Source: FCC data and Donaldson, Lufkin & Jenrette Report, The Wireless Communications Industry (Spring 1997).

Type of Total Cellular Total Percent Cumulative Wireline Percent Cumulative
Company Carrier PCS POPs POPs POPs of Total Total POPs of Total Total
ATST " Wireline 363,330,116 19.96% . . 19.96% 363,330,116 19.96%  19.96%
Sprint 'Wireline 279,542,834 15.36%  35.32% 279,542,834 1536% 35.32%
PCS PrimeCo Wireline 61,812,211 149,979,864 211,792,075 11.64% 46.96% 211,792,075 11.64%] 46.96%
NextWave Non-Wireline 163,011,126 - 163,011,126 8.96% 55.92% - 0.00% 46.96%
Omnipoint Non-Wireline 131,044,147 - 131,044,147 7.20% 63.12% - 0.00% 46.96%
Western Wireless ~ Non-Wireline 80,073,531 6,511,543 86,585,074 4.76% 67.87% - 0.00% 46.96%
BellSouth 26,029,599 54,986,800 .. 81,016,408 72.33% 81,016,408  4.45% 51.41%
GTE . . . 2,001,774 77,435,326 79,527,100 76.69% 79,527,100  437% = 55.78%
Southwestern Bell  Wir 9,185,124 - 55,397,316 64,582,440 80.24% 64,582,440 3.55% 59.33%
ALLTEL = " Wireline - 31,480,277 25,089,303 56,569,580 . 83.35% 56,569,580  3.11% 62.44%
TDS/Aerial Wireline . .~ = 25,847,991 = 25279,238 51,127,229 86.16% 51,127,229 2.81% 65.25%
Ameritech Wireline:* 8,181,622 31,717,797 39,899,419 88.35% 39,899,419 2.19% 67.44%
Pocket Non-Wireline 35,114,380 - 35,114,380 90.28% - 0.00% 67.44%
PacTel Wireline 33,854,632 - 33,854,632 92.14% 33,854,632 1.86% 69.30%
Intercel Non-Wireline 32,081,732 - 32,081,732 93.91% - 0.00% 69.30%
U S West Wireline 22,182,428 - 22,182,428 95.12% 22,182,428 1.22% 70.52%]




License Concentration of Cellular/PCS Licensees by Markets

1996
Rank Market Name POPs

1 New York, NY 18,400,203
2 Los Angeles CA 15,679,293
3 Chicago, IL 8,467.720
4 San Franasco, CA 6,842,466
5  Philadelphia, PA 5984423
& Dailas, TX 4,828,566
7 Detrait, M| 4785173
8 Houston, TX 4,598,155
9  Washington, DC 4.410,587
10 Boston, MA 4177962
11 Atanta, GA 3.763.994
12 Miami, FL 3.577.306
13 Minneapolis, MN 3,063,561
14 Sealtle, WA 3,055,225
15 Cleveland, OH 2.940.521
16 StLouis, MO 2.807 363
17 Phoenix, AZ 2,720,380
18 San Diego. CA 2679864
13  Baltimore MD 2552338
20 Pittsburgh PA 2517972
21 Tampa, FL 2394524
22 Denver, CO 2.386.290
23  Cincinnati, OH 2091774
24  Portiand, OR 1,945,500
25 Kansas City, MO 1,930,633
26 Charotte, NC 1861677
27 Sacramento, CA 1832812
28 Milwaukee, W1 1,799,556
28 Norfolk, VA 1.785196
30 SanAntonio, TX 1,728,049
31 Nashwille, TN 1,591,314
32 Columbus, OH 1,574,030
33  Providence, RI 1,505,903
34 Salt Lake City, UT 1,497 885
35 Memphis. TN 1.471.561
36  Qrdando, FL 1,447,059
37 Louswville, KY 1,428,320
38 Indianapolis, IN 1,420,258
39 New Ordeans, LA 1,396,435
40  Oklahoma City, OK 1,368,004
41 Greensboro, NC 1,330,742
42  Birmingham. AL 1.270.221
43  Raleigh, NC 1,261,166
44  Buffalo, NY 1,234,670
45 Dayton, OH 1.218.672
46  Jacksonville, FL 1,208,139
47  Richmond, VA 1,191 504
48 Rochester, NY 1,153.214
49  Hartford, CT 1,121,164
50 Atbany, NY 1,057,180

Cellular Carriers PCS Carriers
A B A B c D E F
AT&T BANM OMPT SPRINT NextWave OMPT ATST Northcoast
LA Cellular AnrTouch SPRINT PACTEL NextWave ATRT Gabelli Gabeili
S8M AMERITECH AT&T PRIMECO Pocket SPRINT SPRINT NexiWave
ATAT GTE SPRINT PACTEL GW AT&T Western NextWave
Comcast BANM ATAT SPRINT OMPT Comcast Gabelli Nextvave
AT&T SBM PRIMECO SPRINT Pocket ATAT AT&T NextWave
AirTouch AMERITECH AT&T SPRINT Pocket NextWave OMPT OMPT
AT&T/BELLSOUTH GTE AERIAL PRIMECO NextWave SPRINT AT&T Telecorp
SBM BANM SPRINT ATST NextWave Gabelli OMPT Gabell
SBM BANM ATAT SPRINT Nextwave OMPT OMPT Northcoast
AirTouch BELLSOUTH ATAT intercel GW SPRINT ALLTEL NextWave
AT&T BELLSOUTH SPRINT PRIMECO GW ATAT OMPT OMPT
AT&T AirTouch SPRINT AERIAL NextWave U S WEST AT&T Northcoast
ATET ArTouch Western SPRINT NextWave ATLT Western Western
ArTouch GTE AMERITECH ATATY Nextwave SPRINT Western Northcoast
AMERITECH SBM ATET SPRINT Pocket OMPT Western NextWave
BANM AirTouch ATAT SPRINT REAUCTION U S WEST Western Western
GTE AirTouch SPRINT PACTEL NextWave ATAT Gabeth Central OR
SBM BANM SPRINT ATET NextWave Gabelfi Gabelli OMPT
AT&T 8ANM SPRINT AERIAL Nextwave AT&T Radiofone Devon
ATAT GTE AERIAL PRIMECO NextWave SPRINT BELLSOUTH Telecorp
AT&T AirTouch SPRINT Western NextWave AT&T U S WEST Radiofone
AirTouch AMERITECH AT&Y GTE NextWave SPRINT CINCINNATI BELL Western
AT&T AirTouch Western SPRINT Nextwave ATST U S WEST Magnacom
ATAT/AIrTouch SBM SPRINT AERIAL NextWave ALLTEL ATAT DCC
BANM ALLTEL ATST BELLSOUTH NextWave SPRINT ALLTEL AirGate
ATATY AsrTouch SPRINT PACTEL GwWi ATAT WEST COAST NextWave
BELLSOUTH AMERITECH SPRINT PRIMECO Indus, Inc ATET Western NextWave
360 Comm GTE ATAT PRIMECO Nextwave SPRINT Western OMPT
AT&T SBM SPRINT PRIMECO Nextwave Western ATAT OMPT
GTE BELLSOUTH SPRINT ATAT Chase Intercel Intercel OMPT
AirTouch AMERITECH ATST Intercet Nextwave SPRINT SPRINT Northcoast
SNET BANM ATAT SPRINT NextWave ACC Northcoast OMPT
ATET AirTouch Western SPRINT PCS 2000 AT&T U S WEST Nextwave
GTE BELLSQUTH intercel SBM Chase SPRINT ALLTEL Telecorp
ATAY BELLSOUTH AERIAL PRIMECO NextwWave SPRINT ATaY Telecorp
GTE BELLSOUTH AT&T SPRINT NextWave Intercel Intercel Mercury PCS
BELLSOUTH GTE SPRINT AMERITECH NextWave ATET OMPT 21st Century
Radiofone BELLSOUTH SPRINT PRIMECO Pocket ATST ATAT Telecorp
ATAT SBM Western SPRINT NextWave Tnad ATaT DCC
GTE 360 Comm. AT&T BELLSOUTH NextWave SPRINT ALLTEL ArGate
GTE BELLSOUTH SPRINT Intercel Mercury PCS ALLTEL ATAT OMPT
GTE 360 Comm ATAT BELLSOUTH Urban SPRINT ALLYEL ComScape
SBM BANM SPRINT ATET OMPT Gabell REAUCTION Devon
AMERITECH AirTouch ATET GTE Nextwave SPRINT Western Devco
ATAT BELLSOUTH intercel PRIMECO NextWave SPRINT ALLTEL Southern Wireless, L P
BELLSOUTH GTE AT&T PRIMECO NextWave SPRINT Western Urban
SBM BANM SPRINT AT&T OMPT OMPT ATAT Northcoast
BANM SNET OMPY SPRINT Gabell ATAT AT&T Northcoast
SBM BANM OMPT SPRINT NextWave ATRT ACC Viel

Wireline companies own 79% of the cellular licanses and 87% of the A-and B-block PCS licenses in the top 50 markets
In lotal. wireiine companies own 57 percent of the cellular/PCS licenses in the top 50 markets

Source FCC data and Donaldson, Lufkin & Jenrette Report, The Wireless Communications Industry {Spring 1997)
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(PCS, or personal commmications services) players such as Ommipoint
(OWrY—racved 23S, target $31), Western Wireless (NWCA-rated 25, taxget $29)
umu. -pn_puw«mmr!wnug (AERL-rated 35, target $14) and would be buyers

2. Delays in the C-block also benefit the cellular incumbents iaciuding
360 Commmnications (XO-rated 2N, target $30), Airfouch (ATI-rated 3X,

target $28), Vanguard Csllular (VCELA-rated 3H, target $14) as their
axistin market share will be subject to intense competition (on=
competitor). Still, we believe urban cellnlar carriexs are subject the
cellnliar straioahtedamikat-® mmd &k & I P AS v Pl coae




EEmm Ewém NATWEST SECRITIES

A weckly updase of NATWEST’s global Wireless Services & Wireless Equipment stocks Jons 30, 1997
%bu&ﬁﬁ&@.ﬂﬁ e&nu PER

giig ggﬁ%%%nﬂtt—.&asa
4-T%) as « CLENAYRE (GEMS-$16 1/8-A) sunounced what conid be the

first of scveral peging infrasauctors orders from CELPAGE of

pationwide and upgrade-able 1 ReFLEX for two-wxy.

« BELL CANADA (BCE-$28 3/16-NF) is considering fixed
wireless as part of its $200M Jocai network upgrade.

» WINSTAR (WCH-$13-NF) commenced commercial operation
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e ~ TELECOMMUNICATIONS SERVICES RICHARD PRENTISS

July 8, 1997 - Initlation of Coverage (813) 573-3800 x2567
Tom STASZAK
R — RESEARCH ASSOCIATE
—=ONININNE E SS SAN ST
189 =2Esa

OMNIPOINT CORPORATION - -— -~ — -

(OTC-OMPT) — RATING: BUY (1)

rics &Jv:srﬂm‘-‘“i 8 (Oeeeea LUt O T oy 2
enn ’ j‘_;&.", e *¢>r~{'3~m] \g}'j\'"ﬂf!,iﬂ’mwvi

EPS (VDo) 199 [OIE  19EEE || ;m—

Q1 Man) $(0.38) $§(1.02)A $(1.82) - —
Q2 (Jun) (0.47) (1.36) (1.85) »

a3 (Sep) 055 (168 (195 , -~
Q4 (Dec) (120) _248) _(272) .
Full Year $S@71) S(651)  $844) ;i

Revenues (mil) $0.5 $68.7  $2435

EBITDA (m#) $(84.8) $(184.6) $(140.5) u oWy s ssee

(R)Fﬂwmmmwmhhu” WOMMMM&1W.

¢ WE ARE INITIATING COVERAGE OF OMNIPOINT WITH A BUY (1) RATING AS IS
INTERNATIONALLY ACCLAMED SENIOR MANAGEMENT TEAM IMPROVES COVERAGE IN
NEW YORK AND PREPARES TO LAUNCH BERVICE IN PHILADELPHIA.

¢ AS A PIONEER'S PREFERENCE WINNER AND SMALL BUSINESS, OMPT ACQUIRED ITS
LICENSES AT A DISCOUNT OR WITH VERY FAVORABLE GOVERNMENT FINANCING. ITS
LARGE, LUCRATIVE MARKETS HAVE HIGH POPULATION DENSITIES AND INCLUDE
INTERNATIONAL CITIES THAT MAKE OMMNIPOINT AN IDEAL PARTICIPANT IN THE
CONTINUED CONSOLIDATION OF THE GLOBAL TELECOMMUNICATIONS INDUSTRY.

L ] THEFCC IS ACTIVELY CONSIDERING IMPROVING THE TERMS OF THE GOVERNMENT
CING. WE BELIEVE THAT REGARU.ESS OFITSFINAL DEGS!ON. OUR MID-YEAR

199.1’&”51'?8!620? )7 COULD I LAUS 3. . RN

onsmmmmmummm

¢ COMRBINING THIS WITH THE POTENTIAL OF ITS TECHNOLOGY BUSINESS, “BASEBALL
TRADING CARD" LICENSES AND CURRENT 71% UPSIDE TO OUR TARGET PRICE
PROVIDES WHAT WE BELIEVE 1S A COMPELLING REASON TO INVEST IN OMNIPOINT.

© 1957 Raymond James & Assoclutes, Ine.
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per-megahentz price paid for the Chicago licenses was
$1.05—notably higher than the prices paid for the sin-
gle compeuuvely auctioned licenses 1n the New York
and Los Angeles markets ($0.56 and $0.86. respec-
tively). Prices could be expected to vary between mar-
kets on the basis of consumer demographics—income
and time spent commutng in automobiles. for exam-
ple—but differences as large as those evident i the
A&B block auction are too great to be explained by
such factors.

Additional quesuons about the efficiency of the
distribution of licenses in the A&B block auction and
the two other broadband sales that followed it are raised
when the average prices for licenses are compared. The
average per-person. per-megahertz price in the A&B
block was about $0.50. The C block auction registered
a substantually higher price of about $1.35. which drops
to about $0.80 after adjusting for the terms of the mn-
stallment payments available to the small businesses
that won C block licenses (see Box 1, which discusses
the differences in prices paid for licenses in the A&B
and C block auctions). In contrast, the average price in
the D,E&F aucuon was about $0.35, lower than that
reported in either of the broadband PCS auctions that
preceded 1t. Prices could be expected to varv among
the auctions because the licenses sold granted the nght
to use different-sized blocks of spectrum that allowed
the licensee to operate in different-sized geographic
arcas. Nevertheless, the ranking of average prices from
high to low corresponds to the potential competition in
each of the auctions as measured by the eligibility ratio.
That ratio was 6.7 for the C block sale. compared with
1.9 for the A&B block sale and 1.7 for the D,E&F sale.

Why wasn't the A&B block auction more competi-
VT E e 0 Y '
FCC restricted participation by the current holders of

llular licen ' - I

Join forces before the auction began. Both decisions
should be evaluated as trade-offs between ensuning
and ensuring competition in the aucuons for licenses to
participate in those markets. Specifically, the commus-
sion chose to sacrifice the opportunity to maximize auc-
tion receipts to ensure an adequate number of techni-
cally capable and financially sound service providers
and, ultimately. to sustain the competitive pricing and
services that such providers would bring to telecommu-
nications markets.

Table 2.

Total Population in Markets for Personal
Communications and Celiular Telephone Service
Covered by the Three Largest Winners in the A&
Block Auction (in millions of people)

Personat
Communi- Cellular
catons Telephone
Services Services - Tote
AT&T 107.0 68.2° 175
WirelessCo 1449 28.4° 173
PCS PrimeCo 57.2 110.4° 167

SOURCE. Congressionai Budget Office based on Peter Cramtc
"The FCC Spectrum Auctions: An Early Assessmet
(draft. Uruversity of Marytand. July 15, 1996), Table
and Cellular Telepnone industry Association. The Wi
less Marxetbook (Spring 1996). -

a. Estimated as the difference petween the totai mobile telepho
popuiation as reported by the Celluiar Telephone industry Asso
ation and the totat population in the personal communicatio
services markets as reported by Cramton.

b. Represents the celfular telephone markets of WirelessCo pa
ners Comcast (7.6 million peopie) and Cox Commuricatio
(20.8 million people).

c. Represents the celluiar telephone markets of Bell Atlantic/NYN!
(57.7 million peopte) and AirTouch {55.2 million peopie) adjust
downward by 2.5 milion people for overiapping licenses in ¢
2ona markets.

The result of the A&B block auction that mc
strongly suggests an efficient distribution of licens
was the success of bidders in aggregating groups
licenses. Each of the three largest winning bidders
AT&T. WirelessCo, and PCS PrimeCo—won licens
that enable them to offer nationwide service. T
PCS licenses won by AT&T and PCS PrimeCo, wh
combined with the cellular telephone licenses that ez
bidder already owned, provide nearly complete natios
coverage. WirelessCo, the largest winner in the a1
tion. had the smallest cellular coverage but won 29 P

24. WirelessCo is a combination of the long-distance telephone comp
Sprint and three large cable television companies (TCI, Comeast,
Cox Communications). After the A&B block auction. Wireles
changed its name 10 SprimCom. PCS PrimeCo is a combinatio
three regional Bell operating companies (NYNEX. Bell Atlantic.
USWest) plus AirTouch (a spin-off of another former Bell comp:
PacTel), which provides cellular teiepnone service in PacTel’s opt
g area. o
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CASH. CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS ...

MARCH 31. 1997

ACTUAL AS ADJUSTED

(DOLLARS IN THOUSANDS)

<> (>

RESTRICTED CASH FOR PAYMENT OF INTEREST(A). ... ...

CASH HELD IN ESCROW(B)........cooooii $ -

CURRENT PORTION OF LONG-TERM DEBT..........n
LONG-TERM DEBT:

223.080

April 1996 Notes. ... 223,738
NOEES. ...c.oieoriiiiieeeee e - 300.000
Vendor Financing Agreement.............ccccoeeoiiiiiininn 103.833

OHEr......coo i 715 325

STOCKHOLDERS' EQUITY:

Preferred Stock -- Series A. $.01 par value: 100.000 issued

and outstanding; convertible........................... 1
Preferred Stock -- Series B. $.01 par value: 100.000 issued

and outstanding: convertible............. 1
Preferred Stock -- Series C. $.0] par value: 50.000 issued

and outstanding: convertible............ooiii -
Preferred Stock -- Series D, $.01 par value: 50.000 issued

and outstanding; convertible..................ci --
Common Stock. $.01 par value. 55,000,000 shares authorized

and 26.864.511 shares issued and outstanding(c)...........c....... 269

Additional paid-in capital

430,058

Accumulated deficil. ... (52,332)
Deferred compensation.................occcooviiiiiieceeeee (165)
Treasury StOCK.........ccooooiiii (345)

Total stockholders' equity............ocoviiiiceriirieecee, 377.487

223.080
223.738

103.833

850.976

474 831
(8.657)
(165)
(345)

465937

Total capitalization.......................cocoveiinnene $928.965 $1.317.025

</TABLE>

(a)

(b

(c)

Reflects the estimated portion of the net proceeds from the Offering to

be used to purchase Pledged Securities to secure the first six

scheduled interest payments on the Notes. See "Description of the Notes

-- Security "

Reflects the $5.4 miilion of proceeds from the Maine Disposition that

is being held in escrow for indemnification or purchase price
adjustment obligations.
Includes 35.000 shares outstanding as of March 31, 1997 under the

Company's 995 Empioyee Restricted Stock Plan. but excludes 2,374.797

shares of Common Stock issuable upon exercise of stock options

outstanding as of March 31, 1997. See "Management.” Also excludes: (i)

the 1,143.904 shares issuabie upon exercise of the Warrants; (ii) the

9,090,900 shares of Common Stock issuable upon conversion of the Series
A Convertibie Preferred Stock and Series B Convertible Preferred Stock:
and (iii) the 3.329.412 shares of Common Stock issuable upon conversion
of the Series C Convertible Preferred Stock and Series D Convertible

Preferred Stock. See "The Preferred Stock Sales.”

269

$207.511

$ 89618

§ 500.217
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SELECTED HISTORICAL FINANCIAL INFORMATION

The following table sets forth certain selected historical financial
information for the Company as of and for each of the vears in the five-year
pertod ended December 31, 1996 and as ot and tor the three months ended March
31. 1997 and 1996. The financial information as of and for each ot the years in
the five-vear period ended December 31. 1996 was derived from the consolidated
financial statements and notes thereto of the Company. which have been audited
by Arthur Andersen LLP, independent public accountants. The financial
information as of and for the three months ended March 31. 1997 and 1996 was
derived from the unaudited financial statements of the Company. In the opinion
of management. the unaudited financial statements include all adjustments
(consisting only of normal recurring adjustments) necessary to present fairly
the information set forth herein. Operating resuits shown in the following table
will not be indicative of future performance due to the capitai requirements
associated with the buildout ot the Company's PCS System.

The selected historical financial information should be read in
conjunction with "Pro Forma Financial Information.” "Management's Discussion and
Analysis of Financial Condition and Results of Operations” and the Company's
consolidated tinancial statements and notes thereto and other financial and
operating information included elsewhere in this Prospectus.

<TABLE>
<CAPTION>
THREE MONTHS ENDED
MARCH 31. YEAR ENDED DECEMBER 31.
1997 1996 1996 1995 1994 1993 1992
(DOLLARS IN THOUSANDS. EXCEPT PER SHARE DATA)

<S> <C> <C> <C> <C> <C> <C> <C>
STATEMENT OF OPERATIONS DATA:

Service revenues ..................... $ 14084 % 6996 % 31875 % 25384 % 18903 § 8228 § 6235
Equipment sales .................... 5,025 854 7.250 3928 2,859 1.121 925

Total revenues and sales ............ 19.109 7.850 39,125 29.312 21,762 9.349 7.160
Cost of services ......c..cceeoo.... 5,428 684 5.811 2.394 1.921 574 442

Cost of equipment sales .............. 11.987 694 11,653 3,127 2.391 1.010 828
Operations expenses ................ 3,809 1.204 9,927 3,596 2722 1.333 1.214
Selling and marketing 5.237 1,274 13.301 4,280 3.405 1.353 1.187
General and administrative ........... 7,680 1,810 16,963 4218 3.651 1.562 1,379
Depreciation ................coe.... 8.340 731 5,887 2,741 2,130 953 832
Amortization ....................... 1,178 881 4214 2.360 1,543 890 735

Total operating expenses ............ 43,659 7278 67,756 22,716 17.763 7.673 6,617
Operating income (loss) .............. (24.550) 572 (28.,631) 6.596 3.999 1,674 543
Interest (income) expense(a) ......... 4,543 (739)  (3,175) 1,657 635 46 131
Miscelianeous (income) expense ....... 473 303 1.226 (295) (48) 48 260
income (loss) before income taxes ... (29,566) 1,008 (26,682) 5,234 3,412 1,580 152
Income tax (benefit) expense ......... - 472 (1,654) 2,230 1,535 567 52

Net income (loss) before

cumulative effect ................. (29,566) 536  (25,028) 3,004 1,877 1.013 100
Cumulative effect of change in

accounting principle. net of tax(b) . - (2.583)  (2.583) -- - - --

Net income (10ss) .................... $ (29.566)8 (2.04M)$ (276118 3004 $ 18775 1013 § 100




M

Eamings per share:
Net income {loss) before cumulative
effect ot change

in accounting principle ........... $ (1L1OS 038 (1oms 29 % 19°8% 16 § 02
Cumulative effect of change in

accounting principle. net of tax(b) . -- (.13 (10) - - - -

Net income (loss) per share ... $ (.S ins (110Ss 29 8 19 S 16 3 02

Average common and common
equivalent shares outstanding ....... 26.812.000 19.899.000 25.087.000 10.281.000 9.765.000 6.317.000

OTHER FINANCIAL AND OPERATING DATA:

EBITDA(C) ..o $ (1224H% 31938 (2.466)% 119928 77208 3469 $ 1.830
Ratio of earnings to tixed
charges(d) .............cocooinl - - -- 39x 5.5x 27.3x 2.1x
Capital expenditures ................ $ 36209 % 108745 233551 % 7661 % 28668 1.105 % 921
Cellular subscribers at end
of period(e) ........................ 49.731 10.403 17.617 318582  28.624 10.590 7.447
Net ceilular population
equivalents(f} .................... 737.800  737.800  737.800 732900 728.200 281,800 277.400
PCS Subscribers at end of period ..... 34.886 - 14.892 - - - --
Net PCS population equivalents(t) ... 24.293.000 [7.460.000 17.460.000 - - -- -
</TABLE>
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<TABLE>
<CAPTION>

AT DECEMBER 31.
AT MARCH 31.
1997 1996 {995 1994 1993 {992
(DOLLARS IN THOUSANDS)

<8> <C> <C> <C> <C> <C> <C>
BALANCE SHEET DATA:
Working capital ............ $200646 $256349 € 977 § 2710 § 347 § 908

Property and equipment. net 284,713 251.269 18.066  13.262 5,545 5,394
Licenses. goodwill and other

intangibles, net .......... 429,085 402,321 24904 23903 - -
Total assets ............... 973,094 947,117 74330 30812 10.517 8,721
Long-term obiigations ...... 551.366 304.065 29411 11,030 2.019 2.194

Retained earnings

(accumulated deficit) ..... (52.332)  (22.766)  4.845 1.841 (36)  (1.048)
Stockholders' equity ....... 377,487 407.007  36.674 33374 5983 4.960
</TABLE>

(a)  The Company had interest income of $3.3 miilion and $2.3 million for
the three months ended March 31, 1997 and 1996. respectively, and $17.3
miflion for the vear ended December 31, 1996. The Company had no
interest income for the years ended December 31. 1995, 1994, 1993 and
1992. Excludes capitalized interest of $6.7 million and $2.7 million
for the three months ended March 31. 1997 and 1996. respectively, and
$29.0 million for the year ended December 31. 1996. During the
construction of the PCS System, the cost of the PCS licenses and the
costs related to construction expenditures are considered to be assets
qualifying for interest capitalization under FASB Statement No. 34
"Capitalization of Interest Cost." Accordingly, management expects that
a majority of the interest on the February 1996 Notes. the April 1996
Notes, the Vendor Financing Agreement and the Notes will be capitalized
during the construction of the PCS System. See “Pro Forma Financial
Information."

(b)  During 1996. the Company changed its method of accounting for costs
incurred in connection with certain promotional programs under which

6.289.000



(c)

(d)

(e)

customers receive discounted cellular equipment or airtime usage
credits. Under its previous accounting method. all such costs were
deferred and amortized over the life of' the related non-canceiable

cellular telephone service agreement. Under the new accounting method.
the costs are expensed as incurred.

EBITDA represents earnings from continuing operations before interest
expense. income taxes. depreciation and amortization. EBITDA is
provided because it is a measure commonly used in the industry. EBITDA
is not a measurement of financial performance under generally accepted
accounting principles and should not be considered an alternative to
net income as a measure of performance or to cash tlow as a measure of
liquidity.

Eamings were insufficient to cover fixed charges by $36.3 mitlion and
$2.2 million for the three months ended March 31. 1997 and 1996.
respectively, and by $56.2 million for the vear ended December 31.

1996. Eamnings consist of income before income taxes. plus fixed
charges. except where capitalized. Fixed charges consist of interest
charges and amortization ot debt issuance costs, in each case whether
expensed or capitalized. and the portion of rent expense under
operating leases representing interest.

Cellular subscribers at end ot period include 14.216. 20.288. 25.456.
21,320 and 26.486 subscribers in the State of Maine for the vears ended
December 31. 1994, 1995 and 1996 and for the three months ended March
31. 1996 and 1997. respectivelyv. See "The Maine Disposition.”

Net Population Equivalents means the estimated population of the
license market area multiplied by the percentage ownership ot the
ticense. The estimated population is based on the 1996 Paul Kagan
Associates. Inc. Cellular/PCS POP Book. The Company owns 100% of each
of its PCS licenses and 100% of each of its cellular licenses. For the
years ended December 31. 1994, 1995 and 1996 and the three months ended
March 31. 1996 and 1997. Net Cellular Popuiation Equivalents include
441.900. 442.000, 442.200. 442.000 and 442.200 popuiation equivalents.
respectively. from the Company's Maine market areas. See "The Maine
Disposition."
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Dollar Days

Sale of FCC Licenses
[n Several States Nets
Budget Pocket Change

Public Airwaves Went Cheap
After Congress Pushed
Agency for Fast Auctions

R

VeLeod Bags Four for 34

By BRYAN GRULEY

Staff Reporter of THE WaLL STREFT JOURNAL

CEDAR RAPIDS. Iowa — Clark McLeod
loves grabbing a cheap cafeteria lunch at
his company's new headguarters here.
One recent atternoon, he paid only 34.80 for
a generous slice of cheese pizza. d barbe-
cued-beef sandwich and coffee.

But Mr. McLeod got an even better deal
in April when he bought government !i-
censes (0 use the D
public airwaves. In AL
a Federal Commu-
nications Commis-
sion auction,
McLeodUSA  Inc. %2
was the high bidder
for licenses to offer
wireless communi-
cations to 15 million
peopie in  four
states.

bueks. » :
That's nght. ark McLeod
McLeodUSA paid $1

for each license giving it permission to
serve most of fowa. Wisconsin. Minnesota
and Nebraska. The licenses will play their
part in Mr. McLeod's big plan to sell
pundled local and long-distance telephone.
cellular. paging and Internet sen_'ices
across the upper Midwest. Bryce Nemitz. a
| company vice president, deadpans: “Our
i CFO guaranteed we could double our
monev."’

TUESDAY. JUNE 3. 1997

McLeodUSA's good fortune is now the
subject of spirited debate 1n Washington.
with policymakers torn between the duel-
ing goals of fostering competition in tele-
communtcations and balancing the federal
budget. While no one doubts Mr. McLeod
will fuel compettion — ne sold his first
company to MCI Communications Corp.
for $1.25 billion — thev protess shock and
dismay that anvone couid buy an FCC
wireless jicense for less than the price of a
gallon of gasoline.

Thirteen prior FCC auctions ot rights to
use electromagnelc spectrum garnered
523 billion in bids for +.249 licenses — ur
about $5.1 million & lhcense. Winners
have poured more than s10 billion into the
U.S. Treasury. with more 1o come.

But the latest auction looks more like 4
fire sale. Congressional budgeteers ex-
pected it to fetch S1.5 billion. but bidders
offered just $13.6 million for 128 licenses—a
measlv average of S106.000 apiece. Bar-
gains abounded. BellSouth Corp., the At-
lanta-based Baby Bell. snagged licenses
for Kentucky. Tennessee and the Carolinas
for just $1.002 each. And. like McLeodUSA.
two other companies paid S1 each for other
Missouri, Minnesota and Wisconsin li-
censes.

Budget Hole

It was just a comedy of errors.’
complains John McCain. the Arizona Re-
publican who chairs the Senate Commerce
Commuttee.

Congress hurried the auction because it
wanted to piug a hole in the budget. This
meant potential bidders didn't have time to
develop business plans and line up financ-
ing. Telecommunications-equipment
makers weren't sure what to build or what
to spend, because the FCC didn't designate
the spectrum for a particular use. Mr.
McLeod and other lucky bidders taok ad-
vantage.

For decades the FCC parceled out
Spectrum via “‘comparative hearings that
took years and at lotteries that handed
winners free licenses that they frequently
resold for windfall profits. But in 1993
lawmakers decided auctions would deliver
spectrum to worthy competitors more
quickly. while raising more money for the
government.

INTERNET ADDRESs: fittp://wsj.com

Now critics contend so much spectrum
has been shopped that its market vajue 1s
falling. and theyv sayv future auctions could
reap fewer and fewer deficit-cutting dol-
lars. That could be 4 problem because the
balanced-budget deal cut by Congress and
the Clinton administration expects spec-
trum auctions to raise 326.3 billion over the
next five vears.

Television broadcasters. worried be-
cause the budget deal also targets some of
their existing spectrum for auction, are
telling lawmakers that auctions have run
their course. (Separately. broadcasters re-
cently were awarded {ree licenses to beam
digital signals — a move ordered by Con-
gress and blessed by many lawmakers,
Sen. McCain excluded. who now complain
the latest auction raised too little cash.)

‘Create Scarcity’

Cellular-phone-service companies that
won in prior auctions complain that falling
prices have devalued their licenses. This
makes it harder for them to raise capital
for their wireless systems. which in turn
delays competition. they say. They want
Congress to have the FCC allot spectrum
more slowly.

At a recent Washington soiree, Mimi
Dawson, a lobbyist for Motorola Inc.. the
big wireless-communications company,
flashed her diamond ring and said. “*You
see this? It wouldn't be worth a dime if
DeBeers (the South African cartel] put
their diamonds on the market the same
way we're puiting spectrum on the mar-

Please Turn to Paoe A0, Column !
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Sale ot FCC Licenses Nets Pocket C hanO‘e Manuiacturers Planning

ST ot Frist Peacee

rrencned tocal phone com

et fnonomiErview, ste addst oo
AR Lo cTEle Value. vou ve gol (o cregte
ey

sen. Mooan o and other ([@wmakers .

Lree, dnd nev oire prepariny ‘L‘E\Sid[l()r\
Ceguiring e FOC o set minimum ouds and
‘mitthe numper ot auctions hefd 1n g given
sme peried. separatety, the KCC and the
J.astice Department are investuigating that
¢ other aucuons for possible illeygal
Cid-sipmading, MeLeodUSA 15 one ot many
nigders o receive Justice Department re-
arests tor information. The company qe-
Saes ANV RTongdoing. s Longress asn !
selv o nvertarn the last auction, but in
qe o tulure,  we ve g0l 10 maximize the

tue ot this puplic asset.  sen McCdin
S IVS,

But FCC Chairman Reed Hundt con-
rends bmiting auctions would also himit
competition. He savs the cehular industry
WaNLS to Slow down auctions becduse “it's
not an industry that loves seeing more
competitors.  And he argues that money
Jenerated py auctions 1S less important
than the fact that more than 370 Licensees
have permission to offer new services at
lower prices. "McLeod's license is 4 cheap
licket to ride the information highway,
Mr. Hundt says. He'll hire peopte. he'il
pay taxes, he'll create an entrepreneunal
venture. What's not 1o like?”

Nothing at al, if you ask Mr. McLeod.
‘\Yhat an exciting time, " savs the 50-vear-
id executive, striding through his head-
quarters at a pace just short ot a jng. With
the company payroll rising sixfold to 2,400
WOrKers in the past [wo vears. emplovees
nave peen (ripling up in cramped offices
scattered throughout {1 bulldings in down-
rown Cedar Rapids.

Now, amid stacks of boxes and the
smetl of fresh paint, about 1.000 are mov-
Ing 1o & new complex that sprawls across
1 former cornlield outside town. It boasts
its own posi office and health ctub. ang an
dere-Sized room of office cubicles marked
with color-coded, made-up street ad-

dresses. Mr. McLeod's office. with a desk
he bought at J.C. Penney tn 1985, is al the
corner of 11th Avenue and tith Street. But
he says. I feel like somebody picked me
up and put me down (n heaven.

He has pbeen there before. {n 1380, the
former figh-school teacher and (wo pals
started a company that became Tele-
com#(UJSA. the npation’'s fourth-iargest
long-distance carmer. When long-distance
grant MCI bought 1t 1n [990. Mr. McLeod
walked away with $50 million, ~'Once you
taste that kind of accompiishment. ' he
says. 'you wani to taste it again. ’

Having mastered long-distance serv-
ice. he decided to compete against en-

tus

Prentiss Acquires a Development
DALLAS ~ Prenuss Properties Trust

{

sald 1t acyuired o six-outiding mdus(rm )
Jdevelopment in subutban Los Angeles tur
1

ST mathon.
The redt-eslale tnvestment (rust said «t
2lans Lo renovate and expana the property,

L
h

nDANtEs. o ren
Gied WIh seven exe.ulves Wi delped
ound TelecomwiUSA. ne aums 0 credte g
super regionai

ahone service — nunaling o cui. eng 4is
cunce, paging, internet anc siner sen
vey —n L2 Midwestern states. jocusing on

This s anarea
COUIA CATe 1ess

sinatl and midsize (0wns.
ol the countrv the 012 uyvs
iboul. " he savs.

The "big guys ure 7 3
(ne Denver-pased Biov Bell. ina Amerr
tech Corp.. the Chicago-basea Bell. Mr.
McLeod 1okingty cads 175 West  Dino.
‘or dinesaur, ana 4 drawing o Mro Ne-
rulz s office shows 4 .ong-necked ginosaur
feled U S West  avn 1S nedd SucK 1in
15 POSEErIOr. A spokeswoman tor U s West

West Inc,

Says 1US © [UST fIne i CoMmPenicrs tnink ot
that way: 1t means hev it he otf
guard,

MeLeodUSA has vet 1o post an annual
profit and last vear nad 4 juss ot S22.3
million on revenue ot 331 mithon. But Mr.
McLeod says he 1s focusing on market
share. He says the company nas won
customers on 277 of tne business-tele-
phone Lines in lowa markets it has in-
vaded. and on 177 in the lhnois cities
where 1t competes. cnieflv by reselling
service purchased at wholesale rates trom
U S West and Amerttech. Meantime. the
company s building 1ts own iiber-opuc
network, and Mr, McLeod pregicts profits
will flow once customers migrate to that
svstem, perhaps by 1993, The plan was
convincing enough o nelp McLeodUSA
raise st billion in equity and debt last
vedr.

Mr. McLeod's wireiess sirategy has
come along more slowiv. Three vears ago
he asked Keith Mo-
lof. a tormer amen-
tech manager, !0
explore bwdding n
an FCC auction. Mr.
Molof, 39. tracked a
lew auctions before
entering one  last
August for licenses
o provide ‘per-
sonal communica-
tions services. i
new generation of
wireless phone and
paging  services.
The company spefnt
$32.8 million, or acout S3 for each of the 6.5
miilion peopie its 26 licenses let it reach.

Meanwhife. a separate batch of spec-
rrum suddeniy Decame dvdatiable, Last
September, Congress was seeking fresh
funds to complete the fiscal 1397 budget.
After consufung the FCC, lawmakers or-
dered an auction of unused spectrum
vaguely designatea for ‘wireless commu-
nications services. - The Congressional
Budget Office predicted this would raise
5Ly bulion ~ but 10 be counted in the
budget. the money had to be in the [rea-
sury by Sept. 30, 1¢97. Sp Congress toid the
FCC to auction the spectrum by Aprut 15,

This gave tne FCC about sive months 1o

Keith Molof

ergltening anesstop

write auction ruies and aecide what the s

” Jr"rmn‘.' fakes & vear or mare. in Fepru-

. the agency compieted rujes that let
mdders use Urwaves or aimost every-
thing. Irom hign-speea Internet ransmis-
SIS (0 wiretess cable V. Oniv mobile
stione service was lmnted. necause vl
notential tnterference with anvtner pand ot
spectrum.

Cellutar compames and telecommuny:
callons-equipment makers vorected to the
LNPrecise ruies, saving they couldn t de-
ermine whal tvpes ot eaupment ey
night 10 puld or a¢ wndt cost. Thomas
‘Vheeter, presigent of the Cellular Tele-
rommunications (ndustry Associdtion, 4
nbving group. savs the FCC neglected s

SSPONSIOHILY. U5 the irée-market 4p-
UIDUCH EONe navwire,  he savs
Chairman Hundt defends (he FCC's

hands-otf approacn. With more ume, af-
fected naustries couid have developed
riearer pians. he savs. but adds. [ don't
think the government should tel! industry
how to use spectrum.  The FCC chose not
1o sel minimum oids for the auction, party
because oificials thought it would discour-
ige bidders and. contrarv to Congress s
nrders, leave a lot of unaucuioned licenses.
Also. FCC officials sav 1t woutd have been
difficult to set mntmums tor licenses in
dozens of different U.S. markets.

On Feb. 3. Michele Farquhar, then-
chief of the FCC Wireless Bureau. warned
lawmakers by letter that bidders “may not
have had sufficient ume . . . to achieve a
successful auction.” Mr. Hundt enlisted
wireless-industry fobbwvists. including Mr.
Wheeler, 10 persuade Congress (o delay the
auction so bidders would have more nme (o
prepare. But they declined. Mr. Wheeler
says. because it alreagy was (oo late 1o
change Congress s mind.

Nut in lowa, Mr. Mcleod was 1n a
quandary. He thought the spectrum surejy
couid be used for stationary |ocal-phone
service and perhaps for remote reading of
wality meters. But supphers couldn't pre-
dict with certainty the costs ol equipment
needed for this particular band of spec-
{rum — leaving a huge hole " in the bus)-
ness plan., Mr. Molof says.

Mr. Mcleod figured other potenhial
bidders faced the same problem. so li-
censes just might be a bargain. He decided
to make a few modest bids. After paying $5
a potential customer tn the previous auc-
tion, McLeodUSA now expected to pay
no more than a penny a customer, “If the
licenses were all but free.” Mr. McLeod
sdys, “we wanted access to them."’

Shortty after 8 a.m. on April 15, Mr.
Molof sat down at a fourth-floor computer
4t McLeodUSA's old downtown headquar-
ters. He had wired the FCC a required
good-faith payment of $3.005.000. aithough
he reaily didn't expect t0 lid more than
$150.000. Just before the computer diated
the FCC auction computer, a message (otd
Mr. Molof his toll cail would cost $2.30 a
minute.

A grid appeared. lisung ciies and
regions wnere {icenses were avallable. Mr.
Molof moved his cursor to  Milwaukee,
And inserted the numerat "1’ n me bid

- More Hires. Survev Savs
Buya WalL STREET JuURNAL .slalt cho
CHICAGO — A new survev saia
"5, manutacturers pian ‘o incre
hring ths vear, retfecting conin
strength in the +1.3. job marker.
The stuav. by Grant Thoraton L

- Chicago. said 33 of U.S. manutactu

plan to add fuli-ime, permanent prot
tion emplovees this vear. up from 4t
vear eariter. About 3270 sav they pla

*, Keep full-ime statf{ size the same, w

" for 1997

77 plan to cut pavrolis.

The study polied execulives trom
1.8, manutacturing companies with
nual sales between sl0 mililon and
millon.

‘UUnder present economic conaitl
Manuiacturers ire increasing ¢apd
and hirng new workers. said Mart
Cooperman, director ot Grant Thornt

~ manufactunng . distribution group.

The survey found that 717 of ex
hives say they re “optimistic ’ abou
U.S. economy, while 3% say Lhe
pesstmistic and 267 are uncer!
Nearly 759 of manufacturers said pr
will rise above last e
levels — up {rom b0t a vear ago and
in April of 1995.

A smaller percentage. a0out 63%,
1998 earnings would also exceed the |
vear's levels.

answered “ves.” He entered three m
bids and. by the time he loggea of
toll-call biil was about $30.

For the next week. Mr. Molof cn
periodically 1c see if he needed to ra
mds. Instead. he found that rnivals t
expected 10 bid were dropping oul.,
the FCC ended the auction Aprif 23, |
had topped tis Sl offers.

A beaming Mr. Molof burst it
McLeod's office with the good news.
dollars for 15 million customers, = he
“Mission accomplished.” They si
migh-fives and Mr. McLeod hande
Molof four one-doilar bills. He is I
them framed.

The company has yet o recei
formai licenses, but the FCC recentl
something eise Just as weicome: a :
of $3.004.9%.

Morgan Stanley, Dean Witte

NEW YORK - Dean Witter, Disct
Co. and Morgan Staniey Group inc
yesterday that they nave completec
$10.2 billion merger.

The stock of the combined firm.
will be known as Morgan Stanley,
witter, Discover & Co., started t
yesterday under the sympoi “MWD.

Morgan Staniey Group and Dea
ter. Discover announced in Februar
they planned to merge. creating tr
gest securities firm in terms of n
capitalization.

Separately, Standard & Poor's
said it has raised the long-term senic
raungs of the former Dean Wittet
cover to singie-A-pius from single
zhe same time, S&P affirmed the sir

—leim Jame toarem caniar daht ratinoc
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U.S. Telecommunications

D/E/F Band PCS Auction Results In Lower Spectrum
Prices But Another Win For CDMA Proponents

January 28, 1997

The FCC's auction of the last three personal communications services licenses ended on
January 14, 1996. In this report, we provide an analysis of the outcome of the auction.
In our view, four developments with broad implications for operators and equipment

providers bear mentioning.

1. Spectrum Prices 75% Lower Than C Band Auction

$45 $39.88
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N O

A & B Band C Band D, E & F Band

Auction

2. CDMA Again The Big Winner—Buy Lucent Technologies

CDMA
26.4%

Unknown
37.3%
PACS
" 0.5%
GSM
TwA 1 8- Wo
17.9%

3. Sprint and AT&T Gain National Coverage—Both Rated Hold

4. GSM Proponents Can Now Claim National Coverage

Barry M. Sine, CFA John C. Baylis Parker Brophy Dolores J. Daly
(2121 204.8511 (912) 224.8049 (212) 212-.8357 (212) 224-5810



D/E/F Bands Personai Communications Services Auci
Produces $2.5 Billion or $10 Per Pop

The Federal Communications Cornrnission (FCC) completed its auction of the last t
blocks of personal communications services licenses when the auction for the D, E a
band licenses ended on fanuary 14 afrer 276 rounds. The FCC raised just over
billion in the auction. which works our to $9.97 per 30 MHz pop tor all three licel
Since these licenses only allow the use of 10 MHz or radio spectrum. versus 30 MH:
the A. B and C band licenses, we adjusr this to arrive ar a price per 30 MHz pop.

Specirum Prices Drop 75% From € Band Auctivn in May

The gold rush atmosphere chat pervaded the C band aucuon which ended in Mayv, :
did not carry over to the D/E/F bandas auction, with the price per 30 MHz equivalent
falling 75% trom the $40 paid bv the smail company parucipanes i the C band. to
$10 in the D/E/F bands auczion. This is also down roughiv 35% trom the A and B |
auction held in 1995, which was dorninared by the major U.S. telecomn carriers. Wi
rwo factors behind the crash 1n the marker for radio spectrun.:

» First, most of the major U.S. relecorn carriers that wanred a wireless telepl
license either already held orie of the two cellular licenses in their market
had successfully bid for liceases in the A/B bands auction. As we note late
the few markers where two or more major telecom operators did act
compete, license prices reached record highs.

» Secound, we believe that the difficulty many of the C band auction winners
in raising financing has diminished the appeal of the business to others
fear they may nou have access to the capital markets it they did win lice;
By our count, C band participants have filed with the SEC for offering
raise over $700 million in equity and $700 million in debt. Despite the
that some of these companies initally filed last summer, none have ye

successfully raise any public capiral.

C Band Winners Have Yet To Raise Public Capital

Proposed Initiat Equity Del

Ticker Filing Date {mils) {mil:

NextWave Telecom SURF 6/10/96 $300.00 $400.(
General Wireless GWIR 6/28/96 $189.75 $220.¢
Pocket Communications 8/29/96 $172.50 N
Chase Telecom CTEL 10/2/96 $80.50 $105.(
Totai $742.75 $725.C

Source: Securies and Exchange Commussion and SBC Warburg [ne.
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THIS REPOAT HAS BEEN PREPARED FROM CRIGINAL SOURCES AND DATA WE BELIEVE TO BE RELIABLE BUT WE MAKE NO REPRESENTATION AS TO ITS ACCURACY OR COMPLETENESS. THIS REPORT |
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PERSONAL COMMUNICATIONS SERVICES (PCS)

D, E and F Auction Prices Surprisingly Low

The final auctions. the so-called D, E and F Blocks for broadband PCS were awarded on Janu
ary 14 after 275 rounds of bidding, which had begun in August 1996. The ultimate price of $2.
billion, net of the F Block discounts, for a record 1,479 licenses by 125 bidders amounted to or
$3.32 per pop. substantially below the $27 per pop paid in the C Block last year, adjusting for
the difference in spectrum—10 MHz versus 30-by tripling the latest bid numbers. (In other thar
the largest markets, 30 MHz is not often needed, so tripling is perhaps overstating the relative
value). With $10.17 billion from the C Block and $7.73 billion for the A and B rounds,( or $15 p
pop for 30 MHz wide area A and B licenses) the total bid at auction from all rounds was $20.4c
billion (excluding narrowband paging, SMR and other auctions) assuming the government actu
ally collects all the money. There is some concern—particularly with the C Block, which brougt
in the most, and where payments are due over time rather than all upfront—that some of the w
ners will ultimately default. Those licenses would presumably be put up for bid again, but in vie
of the much lower D, E and F round prices and time to market considerations, it is virtually cer
tain that any rebids would be at substantially lower prices. In the recent bids, a 5% down pay-
ment was required January 23, with another 5% due when licenses are officially granted
probably very shortly. The rules were changed somewhat this time in some ways to be more lit
eral—i.e., that only 25% of the licensed area population has to be built out in five years com-
pared to 80% in the first awards; and in some ways to be more conservative—i.e., the discoun
and payment terms for the F Block winners are less favorable. The F Block down payment is
20% instead of 10%, and the government loans are interest only for only two years, not six as
with the C Block.

Of the bidders, one-third were new, and they included 70 led by minarities, 50 by women and
167 by rural companies, largely in the F Block. Among the more interesting new players was
Sprint Corp. on its own rather than Sprint Spectrum, although the latter will manage the Sprint
properties; U S WEST, which also bid at the corporate level, as opposed to via U S WEST Nev
Vector; North Coast whose principal is related to Charles Dolan, CEQ of cable company Cable
sion Systems (North Coast bid in Cablevision Systems’ cable markets as it had in the C Block
and Rivgam/Aer Force in which investor Mario Gabelli is a principal (Aer Force was a vehicle f
the F rounds, which require small business status). It is also interesting that Omnipoint and
Western Wireless (WWCA) ended up with 10 MHz each in certain markets where it is unlikely
either would build alone, suggesting a partnership there. WWCA already has a partnership witl
Cook Inlet through which it bid in both the C and F rounds. In Sprint's case, the apparent reasc
for the stand-alone bid was that the company is more enthusiastic about PCS than its three ca
ble partners (Tele-Communications, or TCl, Comcast and Cox); in fact, there has been recent
publicity about TC! and Comcast's interest in getting out of the venture. With USW the likely ul
mate merger and then sale of the New Vector propenrties into AirTouch, the telephone company
will be removed from direct participation in wireless, particularly if U S WEST Media Group, no
a tracking stock, is spun out to shareholders entirely, which we expect to happen.
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