
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

Company
Type of
Carrier

Total
PCS POPs

Cellular
POPs

Total
POPs

Percent Cumulative
of Total Total

Wireline
POPs

Percent Cumulative
of Total Total

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).



License Concentration of Cellular/PCS Licensees by Markets

PCS Carriers

A B C 0 E F
OMPT SPRINT NexMtave OMPT AiiT NorthCoast

SPRINT PACTEL NextWave AT&T GaOOIli GaOOlli
AT&T PRIMECO Pocket SPRINT SPRINT NextWave

SPRINT PACTEL GWI AT&T Western Nex1Wave
AT&T SPRINT OMPT Corneast GaOOIli NextWave

PRIMECO SPRINT Pocket AT&T AT&T NextWave
AT&T SPRINT Pocket Nex1Wave OMPT OMPT

AERIAL PRIMECO NextWave SPRINT AT&T Telecorp
SPRINT AT&T Nex1Wave GaOOlli OMPT Gabelli
AT&T SPRINT Nex1Wave OMPT OMPT Northcoast
AT&T Intercel GWI SPRINT ALLTEL NextWave

SPRINT PRIMECO GWI AT&T OMPT OMPT
SPRINT AERIAL NextWave USWEST AT&T Northcoast
Western SPRINT NextWave AT&T Western Western

AMERITECH AT&T NextWave SPRINT Western Northcoast
AT&T SPRINT Pocket OMPT Western NextWave
AT&T SPRINT REAUCTION USWEST Western Western

SPRINT PACTEL NextWave AT&T GaOOIli CenlralOR
SPRINT AT&T NextWave GaOOIli Gabelli OMPT
SPRINT AERIAL NextWave AT&T Radlolone Devon
AERIAL PRIMECO NextWave SPRINT BELLSOUTH Telecorp
SPRINT Western NextWave AT&T USWEST Radiolone
AT&T GTE NextWave SPRINT CINCINNATI BELL Western

Western SPRINT NextWave AT&T USWEST Magnacom
SPRINT AERIAL NextWave ALLTEL AT&T DCC
AT&T BELLSOUTH NextWave SPRINT ALLTEL AirGate

SPRINT PACTEL GWI AT&T WEST COAST NextWave
SPRINT PRIMECO Indus. Inc AT&T Western NextWave
AT&T PRIMECO NextWave SPRINT Western OMPT

SPRINT PRIMECO NextWave Westem AT&T OMPT
SPRINT AT&T Chase Intercel Inlercel OMPT
AT&T Intercel NextWave SPRINT SPRINT Northcoast
AT&T SPRINT NextWave ACC Northcoast OMPT

Western SPRINT PCS 2000 AT&T USWEST NextWave
Intercel SBM Chase SPRINT ALLTEL Telecorp
AERIAL PRIMECO NextWave SPRINT AT&T Telecorp
AT&T SPRINT NextWave Intercel Intercel Mercury PCS

SPRINT AMERITECH Nex1Wave AT&T OMPT 21st Century
SPRINT PRIMECO Pocket AT&T AT&T Telecorp
Western SPRINT NextWave Tnad AT&T DCC

AT&T BELLSOUTH Nex1Wave SPRINT ALLTEL AirGate
SPRINT Intercel Mercury PCS ALLTEL AT&T OMPT
AT&T BELLSOUTH Urban SPRINT ALLTEL ComSeape

SPRINT AT&T OMPT GaOOlli REAUCTION Devon
AT&T GTE NextWave SPRINT Western Devco

Inlercel PRIMECO Nex1Wave SPRINT ALLTEL Soulhern Wire'ess, L. P.
AT&T PRIMECO NextWave SPRINT Western Urban

SPRINT AT&T OMPT OMPT AT&T Northcoast
OMPT SPRINT Gabelli AT&T AT&T Northcoast
OMPT SPRINT Nex1Wave AT&T ACC Vtel

Cellular Carriers

A B
AiiT BANM

LA Cellular AirTouch
SBM AMERITECH
AT&T GTE

Comeast BANM
AT&T SBM

AirTouch AMERITECH
AT&T/BELLSOUTH GTE

SBM BANM
SBM BANM

AirTouch BELLSOUTH
AT&T BELLSOUTH
AT&T AirTouch
AT&T AirTouch

AlrTouch GTE
AMERITECH SBM

BANM AirTouch
GTE AirTouch
SBM BANM
AT&T BANM
AT&T GTE
AT&T AirTouch

AirTouch AMERITECH
AT&T AirTouch

AT&T/AlrTouch SBM
BANM ALLTEL
AT&T AirTouch

BELLSOUTH AMERITECH
360Comm. GTE

AT&T SBM
GTE BELLSOUTH

AorTouch AMERITECH
SNET BANM
AT&T AirTouch
GTE BELLSOUTH
AT&T BELLSOUTH
GTE BELLSOUTH

BELLSOUTH GTE
Radiolone BELLSOUTH

AT&T SBM
GTE 360Comm.
GTE BELLSOUTH

~ GTE 360Comm.
SBM BANM

~
AMERITECH AirTouch

AT&T BELLSOUTH

: BELLSOUTH GTE
SBM BANM

~ BANM SNET
SBM BANM

1996
POPa

18.400:203
15,679,293
8,467,720
6,842,466
5,984,423
4,828,566
4,785,173
4,598,155
4,410,587
4,177,962
3,763,994
3,577,306
3,063,561
3,055,225
2,940,521
2,807,363
2,720,380
2,679,864
2,552,338
2,517,972
2,394,524
2,386,290
2,091,774
1,945,500
1,930,633
1,861,677
1,832,812
1,799,556
1,785,196
1,728,049
1,591,314
1,574,030
1,505,903
1,497,885
1,471,561
1,447,059
1,428,320
1,420,256
1,396,435
1,368,004
1,330,74
1,270,22
1,261,166
1,234,67
1,218,67
1,208,13'
1,191,504
1,153,214
1,121,164
1,057,18'

Rank Market Name
-1- New Yor1<, NY

2 Los Angeles, CA
3 Chicago, IL
4 San Francisco, CA
5 Philadelphia, PA
6 Dallas, TX
7 Detroit, MI
8 Houston, TX
9 Washington, DC
10 Boston, MA
11 AUanta, GA
12 Miami, FL
13 Minneapolis, MN
14 Seattle, WA
15 Cleveland,OH
16 St Louis, MO
17 Phoenix, AZ
18 San Diego, CA
19 Baltimore, MD
20 Pittsburgh, PA
21 Tampa, FL
22 Denver, CO
23 Cincinnati, OH
24 Portland, OR
25 Kansas City, MO
26 Cha~oUe, NC
27 Sacramento, CA
28 Milwaukee, WI
29 Norfolk, VA
30 San Antonio, TX
31 Nashville, TN
32 Columbus, OH
33 Providence, RI
34 Salt Lake City, UT
35 Memphis, TN
36 O~ando, FL
37 LOUisville, KY
38 Indianapolis, IN
39 New O~eans, LA
40 Oklahoma City, OK
41 Greensboro, NC
42 Birmingham, AL
43 Raleigh, NC
44 Buflalo, NY
45 Dayton, OH
46 Jad<sonville, FL
47 Richmond, VA
48 Rochester, NY
49 Hartford, CT
50 Albany, NY

Wireline companies own 79% 01 the cellular licenses and 87% of the A-and B-block PeS licenses in the top 50 mar1<ets
In total, w,rellne companies own 57 percent 01 the cellularIPCS licenses in the top 50 mar1<ets

Source: FCC data and Donaldson, Lufkin & Jenrette Report, The Wireless Communications Inrtusfry (Spring 1997).
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- TELECOMMUNICAnONS SERVICES
July 8, 1997 - InltfatJon of Coverage

- -- - - ------- -- -- ---------

RICHARD PRENnSS
(813)~3S00X2587

TOM STASZAK
RESEARCH AsSQCJATII

EPS (FY=Dec) 18SOA(B).:1&Ilm 11116
Q1 (Mar) $(0.3&) $(1.02)A $(1.82)
Q2 (Jun) (0.47) (1.38) (1.85)
Q3 (6ep) (0.55) (1.M) (1.95)
Q4 (Dec) (1 a21l (249J CZ.'12)
FuD Year $(2.71) $(8.51) $(8.44)

Rav8nu. (mi) .$O.S $&8.7 $243.S
!BITDA end) $(84.8) $(184.6) $(1"'U)

(I)~ liPS ....en 1IYIrIge.......1IeIII,.... QrIpneAulllmllla Data PIll : lifo Jnc:.. 1_.

OMNIPOINT CORPORATION ._. "-" ,. '.. .- -
I!II!'!I"!'!"'.,.(O~TC..QM - RAnNG: BUY (1)

• Wi ARE INmATrNG COVERAGE OF OIIHIPOINT wmt A BUY (1) RATING AS ITS
1NTERNA1'ICNAU.Y ACCLUED SENIOR IlANAGElENT TEAll IMPROVeS CO'lERAG& IN
NII!W YaRKAN:» PRl!PARD TO LAUNCH IEIMCE! IN PHiLADlLPHIA.

• As A PION&R'I PREFEHENtE VIIINNI!Il AND SIIALL BUllNISS, OUPT ACQUIRID Jr8
UCI!NIII AT A DISCOUNt' OR WITH VERY 'AVORABLI GOVERNIIINT FINANCING. ITS
......, WCRATIVE IWUCEI8 ItAVE IIGH POPULAnoN DENSITIES AND INCWPI!
IN11iRNAlIONAL Cl11IiB THAT MAICII OIUlPOlNT AN IDeAL PARTICIPANT IN ne
CONTINUED COHaOUDA'I1QN OF THE GLOBALTELliCO-...cAtIOHS INDUSTRY.

.
: '

• TIe pee II AC1'M!LY CONIIDCmNCt -.wING THE 11iRII8 OF mE GOWRNIIINT
~. WI! IEU&VI! THAT..=tpDllI8 0' rrs FINAL DECISION. OUR MID-ftAR1iIiTAIiPr"RIeI!01'#7 COULDIliliNiWWWii OF BE, iER PINANCINd ,a:&a
Olll SL.CJIftR1'0MATElllAIIZECOIIPETITJDN.

• COlI.... nas wrnt tIfI! POTEN'l'lAL OP ITS TECHNDLDGY BUSlNBSS, "BASIIIALL
1RADIN&I CItIIr LICENSU AND CUAIU!NT 71% U.... TO OUR TARGIlT PRICII
PRCMDI!S WltATWE 8EUEVE18 A COMPI!LLINCI REASON TO INVE8T IN OIlNlPOlNT•
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:0 THE FCC AUCTIONS AND THE FUTURE OF RADIO SPECTRl,'M Mfu'-:AGE1'JENT April 19'

per-megahenz price paid for the Chicago liccnses was
Sl.OS-notably higher than the pnces paid for the sin
gle compctltl\'ely auctioned licenses in 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 conunuting In automobiles, for exam
ple-but differences as large as those evident in the
A&B block auction are too great to be explained by
such factors.

Additional questions about the efficienc)' of the
distribution of licenses in the A&B block auctlon and
the two other broadband sales that followed it arc raised
when the average prices for licenses are compared. Thc
average per-person. per-megahertz price in the A&B
block was about $0.50. The C block auction registered
a substantially higher pnce of about $1.35. which drops
to about $0.80 after adjusting for the terms of the in
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 auction was about $0.35, lower than that
reported in either of the broadband PCS auctions that
preceded it. Prices could be expected to vary among
the auctions because the licenses sold granted the right
to use different-sized blocks of spectrum that allowed
the licensee to operate in different-sized geographic
areas. Nevenheless, the ranking of average prices from
high to low corresponds to the potential competition in
each ofthc auctions as measured by the eligibility rallO.
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
tiye? Fewer bidders entered that auction because the
FCC restricted participation bv the current holders of
cellular licenses and permitted WQuld-be competitors tQ
join forces before the auction be~an. Both decisions
should be evaluated as trade-Qffs between enswing
competitipn in wireless telecpmmunicatiQns markets
and ensurinlZ competitiQn in the auctions fQr licenses to
participate in those markets. Specifically, the commis
sion chQse 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 teleconunu
nications markets.

Table 2.
Total Population in Markets for Personal
Communications and Cellular Telephone ServiCE
Covered by the Three largest Winners in the A&'
Block Auction (In millions of people)

Personal
CommunI- Cellular

cations Telephone
Services Services· Tott

AT&T 107.0 68.3" 175

WirelessCo 144.9 28.4D 173

PCS PnmeCo 57.2 110.4" 167

SOURCE. Congressional Budget Office based on Peter Cramtc
"The FCC Spectrum Auctions: An Early Assessmer
(draft, University of Maryland, JUly 15, 1996), Table
and Cellular Telephone Industry ASSOCIation, The Wi'
less MBrl<etbool< (Spnng 1996)..

a. Estimated as the difference between the total mobile telephcr
papulatIOn as reported by the Cellular Telephone IndUstry Auoc
ation and the total population in the personal communicatior
services markets as reported by Cramton.

b. Represents the cellular telephone markets of WireleUCO par
nens Comeast (7.6 million people) and Cox Communicatior
(20.8 million people).

c. Re~ the cellular telephone markets of Bell AtlanticlNYNE
(57.7 million people) and AirTouch (55.2 million people) adjustE
downward by 2.5 million people for overtapplng licenses in A'
zona markets.

The result of the A&B block auction that mo~

strongly suggests an efficient distribution of license
was the success of bidders in aggregating groups c
licenses. Each of the three largest winning bidders
AT&T, WirelessCo, and PCS PrimeCo-won license
that enable them to offer nationwide service.24 Th
PCS licenses won by AT&T and PCS PrimeCo, whe:
combined with the cellular telephone licenses that eac.
bidder already owned, provide nearly complete nation2
coverage. WirelessCo, the largest winner in the auc
tion. had the smallest cellular coverage but won 29 PC~

24. WirelessCo is a combination of the long-distanCe telephone cornpan
Sprint and three large cable televiSIon companies (TCI. Comeat, an
Cox Communicalions). After the A&B block auction. WirelessC
changed its name to SprintCom. pes PrimeCo is a combination {
three regIonal Bell operating companies (NYNEX. Bell Atlantic. an
USWest) plus AirTouch (a SJ'lno()ff of another former Bell compan~
PacTel), which proVIdes cellular telephone service in!a4~~1 operal
ing area. 3:~.
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.....
MARCH 3 I. 1997

ACTUAL AS ADJUSTED

(DOLLARS IN THOUSANDS)
<S> <C> <C>
CASH. CASH EQUIVALENTS AND SHORT·TERtv1 INVESTMENTS......................... $ 207.511 $ 500,217

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

CASH HELD IN ESCROW(B).................................................. $ $ 5.405
====

$ 89.618

CURRENT PORTION OF LONG-TERM DEBL..................................... $ 112 $ 112
LONG·TERM DEBT:

February 1996 Notes..................................................... 223,080 223,080
April 1996 Notes........................................................ 223,738 223,738
Notes... 300.000
Vendor Financing Agreement.............................................. 103.833 103,833
Other....... 7 I5 325

Totallong·tenn debL .. 551.366 850,976

STOCKHOLDERS' EQUITY:
Preferred Stock - Series A, $.01 par value; 100,000 issued
and outstanding; convertible .

Preferred Stock .- Series B. $.0 I par value; 100.000 issued
and outstanding; convertible .

Preferred Stock -- Series C. $.01 par value; 50,000 issued
and outstanding; convertible ..

Preferred Stock·- Series D, $.01 par value; 50,000 issued
and outstanding; convertible .

Common Stock, $.01 par value. 55,000,000 shares authorized
and 26,864,511 shares issued and outstanding(c) ..

Additional paid-in capitaL............................................ 430,058
Accumulated deficit..................................................... (52,332)
Deferred compensation................................................... (165)
Treasury stock....... (345)

Total stockholders' equity............................................ 377,487

Total capitalization............................................ $ 928,965

<(fABLE>

269 269
474,831

(8,657)
(165)

(345)

465,937

$ 1,317,025

(a) 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. "

(b) Reflects the $5.4 million of proceeds from the Maine Disposition that
is being held in escrow for indemnification or purchase price
adjustment obligations.

(c) Includes 35,000 shares outstanding as of March 3 I, 1997 under the
Company's 1995 Employee Restricted Stock Plan. but excludes 2,374,797
shares ofCommon Stock issuable upon exercise of stock options
outstanding as ofMarch 31,1997. See "Management." Also excludes: (i)
the 1,143,904 shares issuable upon exercise of the Warrants; (ii) the
9,090,900 shares of Common Stock issuable upon conversion of the Series
A Convertible Preferred Stock and Series B Convertible Preferred Stock;
and (iii) the 3,529,412 shares ofCommon Stock issuable upon conversion
ofthe Series C Convertible Preferred Stock and Series D Convertible
Preferred Stock. See "The Preferred Stock Sales."
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SELECTED HISTORICAL FINANCIAL INFORMATION

The following table sets forth certain selected historical financial
information tor the Company as ofand for each of the years in the five-year
period ended December 31, 1996 and as of and for the three months ended March
3!. 1997 and 1996. The financial information as of and for each of the years in
the five-year 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 ofnonnal recurring adjustments) necessary to present fairly
the information set forth herein. Operating results shown in the following table
will not be indicative of future perfonnance due to the capital requirements
associated with the buildout of 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
consol idated financial statements and notes thereto and other financial and
operating intormation included elsewhere in this Prospectus.

<TABLE>
<CAPTION>

THREE MONTHS ENDED
MARCH3!. YEAR ENDED DECEMBER 3 J.

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 S 14,084 $ 6,996 $ 31,875 $ 25,384 $ 18,903 $ 8,228 $ 6,235
Equipment sales 5,025 854 7,250 3,928 2,859 1.121 925

Total revenues and sales 19,109 7,850 39,125 29,312 21,762 9,349 7,160

828
1,214
1,187

1,379

442574
1,010

1.333
1.353

1,562
832
735

Cost of services 5,428 684 5,811 2,394 1,921
Cost of equipment sales 11,987 694 11,653 3,127 2,391
Operations expenses 3,809 1.204 9,927 3,596 2,722
Selling and marketing 5,237 1,274 13,301 4,280 3,405
General and administrative 7,680 1,810 16,963 4,218 3,651
Depreciation 8,340 731 5,887 2,741 2,130 953
Amortization 1,178 881 4,214 2,360 1,543 890

--- --- ---- ---- --- -----
Total operating expenses ............ 43,659 7,278 67,756 22,716 17,763 7,675 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
Miscellaneous (income) expense ....... 473 303 1,226 (295) (48) 48 260

Income (loss) before income taxes .
Income tax (benefit) expense ..

(29,566) 1,008 (26,682)
472 (1,654) 2,230

5,234 3,412
1,535 567

1,580
52

152

Net income (loss) before
cumulative effect (29,566)

Cumulative effect of change in
accounting principle, net oftax(b) .

536 (25,028) 3,004

(2,583) (2,583)

1,877 1,013 100

Net income (loss) $ (29,566) $ (2,047) $ (27,611) $ 3,004 $ 1,877 $ 1,013 S 100



Earnings per share:
Net income (loss) before cumulative
effect of change
in accounting principle $ (1.1 0) $ .03 S (1.00) $

Cumulative effect of change in
accounting principle. net of tax(b) . (.13) (.10)

.29 $ .19 $ .16 $ .02

Net income (loss) per share $ (1.1 0) $ (.10) $ (1.10) $ .29 $ .19 $ .16 $

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 6.289.000

OTHER FINANCIAL AND OPERATING DATA:
EBITDA(c) $ (12,244) $ 4.193 S (2.466) $ 11.992 $ 7.720 $ 3,469 $ 1,850
Ratio of earnings to fixed
charges(d) 3.9x 5.5x 27.3x 2.lx

Capital expenditures $ 36,209 $ 10.874 $ 233,551 $ 7,661 $ 2,866 $ 1.105 $ 921
Cellular subscribers at end
ofperiod(e) 49.731 40,403 -17.617 38.582 28.624 10,590 7,447
Net cellular population
equivalents(f) 737,800 737,800 737,800 732.900 728,200 281.800 277.400
PCS Subscribers at end of period 34.886 14.892
Net PCS population equivalents(f) 24.293.000 17.460.000 17.460.000

<{fABLE>
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<TABLE>
<CAPTION>

AT DECEMBER 31,
AT MARCH 31, ---------------------------

1997 1996 1995 1994 1993 1992

(1.048)
4,960

(36)
5,983

<C>
(DOLLARS IN THOUSANDS)

<C> <C> <C> <C><S> <C>
BALANCE SHEET DATA:
Working capital............ 5 200,646 $ 256.349 $ 977 $ 2.710 $ 547 5 908
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 24.904 23.903

Total assets 973,094 947,117 74.330 50.812 10.517 8,721
Long-term obligations ...... 551,366 504,065 29,411 11,030 2.019 2.194
Retained earnings
(accumulated deficit) (52,332) (22,766) 4.845 1,841

Stockholders' equity 377,487 407.007 36.674 33,374
<{fABLE>

(a) The Company had interest income 01'53.3 million and $2.3 million for
the three months ended March 31,1997 and 1996, respectively, and 517.3
million for the year ended December 31, 1996. The Company had no
interest income for the years ended December 31, 1995, 1994, 1993 and
1992. Excludes capitalized interest 0£$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 3I. 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 ofInterest 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 ofaccounting for costs
incurred in connection with certain promotional programs under which



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

(cl 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.

(d) Earnings were insufficient to cover fixed charges by $36.3 million and
$2.2 million for the three months ended March 31. 1997 and 1996.
respectively, and by $56.2 million for the year ended December 31.
1996. Earnings consist of income before income taxes, plus fixed
charges, except where capitalized. Fixed charges consist of interest
charges and amortization of debt issuance costs. in each case whether
expensed or capitalized, and the portion of rent expense under
operating leases representing interest.

(e) Cellular subscribers at end of period include 14.216.20.288.25.456,
21,320 and 26.486 subscribers in the State of Maine for the years ended
December 31, 1994, 1995 and 1996 and for the three months ended March
31,1996 and 1997, respectively. See "The Maine Disposition."

(f) Net Population Equivalents means the estimated population of the
license market area multiplied by the percentage ownership of the
license. The estimated population is based on the 1996 Paul Kagan
Associates, Inc. CeliularlPCS POP Book. The Company owns 100% ofeach
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 Population Equivalents include
441,900,442,000,442,200,442,000 and 442.200 population equivalents.
respectively. from the Company's Maine market areas. See "The Maine
Disposition. "
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Now critiCS contend so much spectrul!!
has been shopped that its market value is
falling. and thev sa\' future auctions could.
reap fewer and fewer deficit-cutting dol:
lars. That could be a problem because the
balanced-budget deal cut by Congress and
the Clinton administratlon expects spec
trum auctions to raise 526.3 billion over the
next five years.

Television broadcasters. worried be
cause the budget deal also targ-ets some of
their eXisting spectrum for auction. are
telling lawmakers that auctions have run
their course. (Separately, broadcasters re
cently were awarded free 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'

CelluIar-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 :v1otorola Inc.. the
big wireless-communications company.
flashed her diamond ring and said. "You
see this'? It wouldn't be worth a dime if
DeBeers Ithe South African cartel I put
their diamonds on the market the same
way we're putting spectrum on the mar-

Please Till'll to Pnqr AlU. Column /

Dollar Days

Sale of FCC Licenses
In Several States Nets
Budget Pocket Change

Public Airwaves \Vent Cheap
After Congress Pushed
Agency for Fast Auctions

~lcLeod Bags Four for $4

By BRYA~ GRL'LEY
Slaff Reporler o( TilE WAl.L ST">:F.T J Ul,,,,,,\L

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

But Mr. McLeod got an even better deal
in April when he bought government li
censes to use the
public atnvaves. In
a Federal Commu·
nications Commls'
sian auction.
:\lcLeodUSA Inc.
was the high bidder
for licenses to offer
wireless communi
cations to 15 million
people in four
states.

The price: Four
bucks.

That's right.
McLeodUSA paid $1
for each license giving it permission to
serve most of Iowa. Wisconsin. Minnesota
and Nebraska. The licenses will play their
part in Mr. McLeod's big plan to sell
bundled local and long-distance telephone.
cellular. pagIng and Internet se~ices
across the upper Midwest. Bryce Nemitz. a
company vice president. deadpans: "Our
CFO guaranteed we could double our
money."

:\1cLeodUSA's good fortune IS now the
subject of spirited debate In \VashIngton.
with pollcymakers torn between the duel
ing goals of fostering competItion in tele
communications and balanCing' the federal
budget. While no one doubts :\1r, :VlcLeod
will fuel competition - he sold his first
company to Mel CommunIcatIOns Corp.
for S1.25 billion - they profess shock and
dismay that anyone could buy an FCC
wireless license for less than the price of a
gallon of gasoline.

Thirteen prtor FCC auctlons of rights to
use electromagnetic spectrum garnered
$23 billion In bids for 1,249 licenses - or
about $5.4 million a license. Winners
have poured more than SID billion into the
U.S. Treasury. with more to come.

But the latest auctIon looks more like a
fire sale. CongressIOnal budgeteers ex
pected it to fetch S1.8 billion. but bidders
offered just $13.6 million for 128 Iicenses-a
measly average of S106.DOD apiece. Bar
gains abounded. BellSouth Corp.. the At·
lanta-based Baby Bell. snagged licenses
for Kentucky, Tennessee and the Carolinas
for just Sl,002 each. And. like McLeodUSA.
two other companies paid SI each for other
Missouri. Minnesota and Wisconsin li
censes.
Budget Hole

"It was just a comedy of errors.
complains John McCain. tht' Arizona Re
publican who chairs the Senate Commerce
Committee.

Congress hurried the auction because it
wanted to plug 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 took 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.

) ...
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.11anufacturers Planning

.Wore Hires. Survey Says
Btl a W "LL Snn:t-:T J m·n:-':AL .,:)ta.rf Reporter ,

CHICAGO - A new survel' said more I I

I.' .S. manufacturers plan to tncrease I

htrtng thiS year. reilectlni< contmued I
strenl[th 10 the U,So Job market. !

The studv. bv Grant Thornton LLP. :
Chlcag-o. sald 59r, of U.S. manufacturers I
plan to add full-tIme, permanent produc' i

tion employees {hiS vear. up from 46'" a J

year earlier. About 32':< say they plan to I
kcep full' time staif SIZe the same. while I
7C~ plan to cut oayrolls. I

The study polled executives from 2Si I
I; .S. manutactunng companies With an- ;
nuaJ sail'S between SIO millIOn and S500 I
million. ,

"Under present economic conditions. I
manufacturers are mcreasln~ ~apa~ltv

ilnd hlnnl[ new workers.' said ~lart1O ~.

Cooperman. dIrector ot Grant Thornton s I

manuiactunn\(/dlstributlon g-roup.
The survev round that il,; of execu' I

tlves say they're "optimistic' about the I
U.S. economy. while 3'/, say they're I
peSSimistic and 26'7, are uncertam.:
:'learly 75S of manufacturers saId profits I
for 1997 will rise above last year's I
levels - up from 60';, a year ag-o and 57<;", I
In Apnl of 1995.

A smaller percental[e. about 63C". said i
1998 earnlnll's would also exceed the prIOr I
year's levels. I
answered "ves." He entered three more SI
bids and. bOy the time he logged off. the
toll-call bill was about 530.

For the next week. Mr. ~1010f checked
periodically tc sel' 11 he needed to raise hiS
bIds. Instead. he found that mals he had
expected to bId were droppmg oul. When
the FCC ended the auctIOn Apnl 25. no one
had topped hiS 51 offers.

A beamln\( Mr. Molof burst mto Mr.
McLeod's office with the good news. "Four
dollars for 15 million customers.' he saId.
"Mission accomplished," They slapped
high-fives and Mr. McLeod handed Mr.
Molol four one-dollar bills. He IS having
them framed.

The company has yet to receive its
formal licenses. but the FCC recently sent
something else just as welcome: a refune
of 53.004.996.

~~""""'"

Morgan Stanley. Dean Witter
NEW YORK - DelUl Witter. Discover&

Co. and MorglUl StlUlley Group Inc. said
Yl'stertlay that they have completed their
510.2 billion merger.

The stock of the combined firm. whicr
will be known as Morpll Stanley. Dear:
Witter. Discover & Co.. started tradin~

Yl'sterday under the symbol "MWD."
:>lorgan Stanley Group and Dean Wit

ter. Discover announced in February tha
they planned to merge. creating the big
gest securities firm in terms of marke
capItalization.

Separately. Standard & Poor's Corf:
said it has raised the longo·term senior deb
ratings of the former Dean Witter. Dis
cover to single-A-plus from single-A. A
the same time. S&P affirmed the slng-le'A
plus long-term senior debt ratings of th
former Mor\(an Stanley.

! n(lrmallv takes a vear or more, In Febru- I'

:11"\'. the ag-enev completed rules that let I

bidders use au'Waves lor almost even" jl
[hIOl" from hlllh,speed Internet transmlS' II
'Ions to Wireless cable rv, Onl\' moblle
phone service was limited. oecause 01
potential interference with another band ot
soectrum.
, Cellular companies and telecommuOl'

ca!lons-equlpment makers ob)ectl'd to the
ImpreCise rules. say109 the)' COUldn't de·
termlne whal types of equiPment thev
ol.l~ht to bUild or at What cost. Thomas
Wheeler. preSident of (he Cellular Te/e
commUOlca!lons lndustrv Assoclallon. J

lobbving- group. says the ~'CC ne~lected ItS ,i
l'esponslbllttV. "[('s the tree'market ap· I

I proach ~one navwlre. rIC sal·s. ii
Chairman Hundt delends the FCC's II'

hands-off approach. With more time. al·
fected mdustnes could have developed III
clearer plans. he says. but adds. "I don't
think the government should tell industrv II
how to use spectrum.' The FCC chose not I'I
to set mmimum bids for the auctlOn. partly
because officials thoujfht It would discour· II
agoe bidders and. contrary to CongTess's II
orders. leave a lot of unauc!loned licenses. II
Also. FCC officials sav It would have been ii
dlf[icult to set minimums lor licenses 10 :il'
dozens of different U.S. markets.

On Feb. 5. Michele Farquhar. then'
chief of the FCC Wireless Bureau. warned I
lawmakers by letter that bidders' 'may not I
havp had suffiCient tlme ... to achieve a I
successful auctIOn." ~!r. Hundt enlisted
wireless-Industry lobbYists. Includmjf Mr.
Wheeler. to persuade Con2"l'ess to delay the
auction so bidders would have more tlme to '
prepare. But they declmed..\11'. Wheeler
says. because It already was too late to
change Con2"l'ess's mind.

Out in Iowa. Mr. McLeod was in a
quandary. He thought the spectrum surely
could be used for statlonary local-phOne
seTVlce and perhaps for remote read109- of
uUlity meters. But suppliers couldn't pre
dict with certamty the costs of equipment
needed for this partIcular band of spec'
trum - leaving "a hug-e hole" in the bUSI
ness plan. Mr. Molof says.

Mr. Mcleod figured other potential
bidders faced the same problem. so li
censes Just mijfht be a barg-am. He decided
to make a few modest bids. After paying S5
a potential customer 10 the previous auc·
tion. McLeodUSA now expected to pay
no more than a penny a customer. "If the
licenses were aU but free." Mr. McLeod
says. "we wanted access to them. "

Shortly after 8 a.m. on AprIl 15. Mr.
~folof sat down at a fourth' floor computer
at McLeodUSA's old downtown headquar·
ters. He had WIred the F'CC a required
good·faith payment of S3.005.000. although
he really didn't expect to bid more than
5150.000. Just before the computer dialed
the FCC auctIOn computer. a message told
~Ir. Molof his toll call would cost S2.30 a
minute.

'" gnd appeared. listin~ cities and
regions where licenses were available. Mr.
~Iolof moved hiS cursor to "~lilwaukee."

and mserted the numeral "1" 10 the "bid
amount" column - for S1. TWice the com·
puter asked If he was sure: 4wlce he

trenchl'd local phone CJrnpanles, .\01\' reu'
Illted With seven executives wnu nelped
oulid TelecomlirUSA. he alms (Q create a

super regIOnal' carr:er Ollenn~ c'ne·stop
nhone service - bunaltng- !uc~l. ioni< diS'
lance. paging. Internet ana 'Jther serv,
Ices - In t2Midwestern states. fOCUSing- on

I small and midSize towns, "ThiS IS an Clrea
,)( the countrv the bIg- ~u)"s cuuln care less
dbout." he says.

The "big- I{uys Clre U S West Inc ..
the Denver-based Bab\' Bell. Clnd .-\men
tech Corp" the Chicag-o·basea Bell. ~1r.
.\fcLeod jokinl[ly calls l: S West Dlno,
fur dtnosaur. and a draWing- 'n .\lr, ~e·

mm's office shows d lon~'neCKec Clnosaur '
iabeled'U S West' '.\;:h ItS neaa stuck In
ItS posterior. A spokeswoman wr t' S Wesl
says Its 'Just flne It compemors think of
us that way: It means the\' II be otf
"uard.· '

~lcLeodUSA has vet to post an annual
profit and last year had a loss of S22.3
million on revenue 01 S~1 million. But Mr.
:'lcLeod says he IS iocuslnll on market
share. He says the company has won
customers on nc;. of (he bUSiness-tele
phone lines In Iowa markets It has tn
vaded. and on Ii"', 10 the Wlnols cilles
where It competes. chiefly bl' reselllnjf
servIce purchased at wholesale rates from
U S West and Amemech. ~Ieantime. the
company IS buUdin\( ItS own itber'optlc
network. and Mr. ~lcLeod predIcts profits
wLlI flow once customers migrate to that
s)·stem. perhaps by 1999. The plan was
conVincing- enough to help ~lcLeodUSA

raise 81 billion In eqUity and debt last
vear.
, ~lr. McLeod's Wireless stratelfY has
come alonjf more slowly. Three vears ag-o
he asked Keith Mo·
lot. a former Amen'
tech manag-er. to
explore bidding 10
an FCC auction. Mr.
MoJof. 39. tracked a
few auctIOns before
entering one last
August for licenses
to proVIde "per
sonal communica
tions services." a
new generatIOn of
wireless phone and
paging sernces.
The company spent
532.8 mIllion. or about S510r each of the 6_5
mIllion people its 26 licenses let It reach.

Meanwhile. a separate batch of SPl'c,
trum suddenly became available. Last
September. Con2"l'ess was seeking fresh
funds to complete the fiscal 1997 bUdl{et.
After consultmg the F'CC. lawmakers or
dered an auction of unused spectrum
vaguely deSignated for "Wireless commu
nications servIces." The CongresslOnai
Budjfet Office predicted thIS would raise
5l.S bIllion - but to be counted in the
budg-et. the money had to be 10 the Trea·
sury by Sept. 30.1997. So Cong-ress told the
FCC to auctIOn the spectrum bv Apnl 15.

This lflIve the FCC about live months to
write auction rules and deCide what the
spectrum could be used for, a process of
debate and compromise With Industrv that

Sale of FCC Licenses Nets Pocket Change
?

Prentiss Acquires a Development
. DALLA~ - Prl'ntiss Propertil's Trust I

said it acquired a SIX·bUlldln\( mdustrlal I
de-velopment In suburban Los AOI;eles [or I
\1 i.3 mil[lOn. \

The real'estate Investment trust said it
plans to renovate and expand the property. I
WhIch currenlly tOlals ~b6. iDS squar~ feet
<>f rentabl~ spac~. !

--L--...:....::.:...:....:...-.:....---_~_...:...._ ..._.::._._ ___i.. _

('fll/({tUH'd ,,'ff/ff( Ftrst PrlC/C

,,'I. In an Interview, sne adds: If IOU

,-'ant to crcate value. youve ~ot to create
'l_Jr<.:1tv.

Sen. ~lcCaln and other lawmaKers
,;n'ee. and they are prepann\{ leKlslallon
:e'qulrln\{ the FCC to set minimum bids and
',mil the nllmoer ut aUCllons held In a l(lven
Ime penoa, I Separately, the FCC and the
IIIWce Depanment are InvestJ~atlnlt that
Ind other auctIOns for possible Ille~al

'Jrd'~llmaltm;. ,\lcLeodUSA IS one oi many
',Idders to receive Jusllce Depanment re'
IllestS tor IntormatJon, The company de,
:',Ies '1m' wron~dolm;.! Cungress Isnt
,Ikelv to overturn the last aUCllon. but In
'ne future. weve ~ot to maXUTIlze the
':alue ot thiS pubhc asset. Sen, ~lcCam

);LVS.

'But FCC Chairman Reed Hundt con,
lends ItmJlJnlt auctIOns would also Ilmll
lompelillon. He says the cellular mdustry
wants to slow down auctIOns because "it's
not an mdustry that loves seeing- more
lompetitors. ' And he arg-ues that money
g-enerated bv auclLons IS less Important
than the fact that more than jiO licensees
have permission to offer new services at
lower pnces. "~lcLeod's license IS a cheap
llcket to ride the information hlg-hway. '
~lr. Hundt says. "He'll hire people. he'll
pay taxes. hell create an entrepreneunal
venture. What's not to like'!"

:'Jothinjf at aU. if you ask ~Ir. McLeod.
'What an exclllnjf time." savs the 50-vear·

old eXei:Ullve. stndinl[ thro'ul[h hIS head
~uarters at a pace Just short of a jog. With
(he company payroll rising- Sixfold to 2.400
workers In the past two years. employees i

have been tnpling- up In cramped offices
scattered throul[hout 11 buLlding-s In down
town Cedar RapIds.

~ow. amId stacks of boxes and the
smell of fresh paint. abOut 1.000 are mov
Ing into a new complex that sprawls across
a former cornfield outside town. It boasts
its own post office and health club. and an
acre-sized room ot office cubicles marked
with color-coded. made-up street ad·
dresses. Mr. McLeod's office. With a desk
he bought at J.C. Penney In 1985. is at the
corner of 11th Avenue and llth Street. But
he says. "I feel like somebody picked me
up and put me down In heaven."

He has been there before. In 1980. the
former hlg-h-school teacher and two pals
started a company that became Tele'
com*USA. the nation's fourth-largest
long-distance carner. When long--distance
giant MCI boujfht It in 1990. Mr. McLeod
walked awav With S50 mUHon. "Once you
taste that kind of accomplishment." he
sars. "you want to taste It again."

HaVing mastered long·distance serv
Ice. he decided to compete ag-ainst en·
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1. Spectrum Prices 75% Lower Than C Band Auction

Telecommunications Services

January 28, 1997

u.s. Telecommunications

D/EIF Band PCS Auction Results In Lower Spectrum

Prices But Another Win For CDMA Proponents

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.

2. CDMA Again The Big Winner-Buy Lucent Technologies

4. GSM Proponents Can Now Claim National Coverage

Barry M. Sine, CFA
(212) 224-8511

3. Sprint and AT&T Gain National Coverage-Both Rated Hold
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D/E/F Bands Personal Communications Services Auctior

Produces $2.5 Billion or $10 Per Pop

The Federal Communicarions Commission (FCC) complered irs aucrion of rhe last threl

blocks of personal communicarions services licenses when rhe auction ror rhe D, E and 1

band licenses ended on January 14 after 276 rounds. The FCC raIsed just over $2.:
billion in the auction, which works our to $9.97 per 30 ~Hz pop for all three licenses

Since these licenses only allow the use of 10 MHz of radio specrrum, versus 30 MHz fo

the A, Band C band licenses, we adjust rhis to arrive at a price per 30 MHz pop.

Spectrum Prices Drop 75% From C Bana Auctiun in May

The gold rush a:mosphere rhaI pervaded the C band auction which elided in lVlay, 199(
dId nor carryover to rhe D/£/F bands aucnon, wirh rhe pnce per .30 MHz equivalent pat

falling 75% from the 540 paid bv the small company partiCIpantS 1rl the C band, to onl'
$10 in the D/E/F bands auc;:ion. This is also down roughly 35% from the A and B bane

auction held in 1995, which was dominated by the major U.S. te!ecorn carriers. We set

two factors behind the crash in the market for radio spectrum:

~ FirSt, most of the major U.S. relecom carriers that wamed a wireless telepholll

license either already held one of the rwo cellular licenses in their markets, o.

had success~ully bid for licenses in the NB bands auction. As we note later, iI
the few markets where twO or more major telecom operatOrs did activeb

compete, license prices reached record highs.

> Second, we believe that the difficulty many of the C band auction winners hal

in raising financing has diminished the appeal of the business to others tha

fear they may nOl have access to the capital markets if they did win licenses

By our count, C band participams have filed with the SEC for offerings t(

raiSe 0\er $700 million in equity and $700 million in debt. Despite the fac

that some of these companies initially filed last summer, none have yet tl

successfully raise any public .:apiral.

C Band Winners Have Yet To Raise Public Capital

NextWave Telecom
General Wireless
Pocket Communications
Chase Telecom

Total

Proposed
Tlcke,
SURF
GWIR

CTEL

Initial
Filing Date

6/10/96
6/28/96
8/29/96
10/2196

Equity
(mils)

$300.00
$189.75
$172.50

$80.50

$742.75

Debt
(mils)

$400.00
$220.00

N/A
$105.00

$725.00

--------
SBC WARBURG INC.

Source: Securities and Exchange CommIssion and SBC Warburg [nco
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D, E and F Auction Prices Surprisingly Low

DO""daOD, LpfJdu • Jelll'8tte

PERSONAL COMMUNICATIONS SERVICES (pes)

20

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 $2.52
billion. net of the F Block discounts. for a record 1,479 licenses by 125 bidders amounted to ani)
$3.32 per pop. substantially below the $27 per pop paid in the C Block last year, adjusting for
the difference in spectrum-1 0 MHz versus 30-by tripling the latest bid numbers. (In other than
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 per
pop for 30 MHz wide area A and B licenses) the total bid at auction from all rounds was $20.42
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 brought
in the most. and where payments are due over time rather than all upfront-that some of the win
ners will ultimately default. Those licenses would presumably be put up for bid again. but in view
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 Iib
eral-Le.. 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-Le., the discounts
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 minorities. 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 New
Vector; North Coast whose principal is related to Charles Dolan. CEO of cable company Cablevi
sian 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 tor
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 with
Cook Inlet through which it bid in both the C and F rounds. In Sprint's case, the apparent reason
for the stand-alone bid was that the company is more enthusiastic about PCS than its three ca
ble partners (Tele-Communications, or TCI, Comcast and Cox); in fact, there has been recent
publicity about TCI and Comcast's interest in getting out of the venture. With USW the likely ulti
mate merger and then sale of the New Vector properties into AirTouch. the telephone company
will be removed from direct participation in wireless, particularly if U S WEST Media Group, now
a tracking stock. is spun out to shareholders entirely, which we expect to happen.
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