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WILLIAM J. ROUHANA, JR.

n 199"". we gOt our first view of just how vast the demand

for broadband telecommunications capacity IS In the

U.S., and how uniquely positioned WinStar is to meet this

demand and translate it inco a meaningful business opportunity.

Our accomplishments over the past year extended to every

corner of the company. Thev highlighted the superioritv

of our Wireless Fiber ·Ii solution for extending tiber networks,

and they propelled us to a position where we are ready to grow

our business significantly. By year end, we had gained the

critical mass of people. systems. network and marketing

firepower neceSS'H}' to establish a large and successful phone

compan}', The investment community began to take active

note of the progress we made, and \X7inStar's share price has
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more than tripled since I last wrote to you. Although we were pleased by this turn of events, we believe Win5tar's current stock

. price has only begun to reflect the true value of our company.

A Strong Emphasis on Rapid 80. Robust Grovvth

The major expansion of Win5tar's networ~ over the past year shows our strong emphasis on rapid growth. Today, Win5tar is

offering services in 21 major metropolitan markets, in contrast to one at the close of 1996. By the end of 1998, we expect to

provide switched services in 30 cities, 12 months ahead of our original schedule.

Our network is not only larger than it was a year ago, it's far more robust, providing for the high-speed transport of broad­

band data and voice traffic. In January 1998, we acquired GoodNet, a Tier I Internet service provider with a national backbone

and points-of-presence in 27 cities across the country. We are incorporating its network of ATM data switches into our national

local network. We also acquired the PacNet data network the same month, adding 17 frame relay switches plus a direct connection

to the Unispan consortium which routes frame relay traffic throughout the U.S. and internationally. Now WinStar can provide

customers with a choice of Internet, ATM and frame relay modes of data transmission, in addition to a full complement of local

and long distance voice services.

WinStar's network will further evolve in 1998, as we take steps to aggregate voice and data traffic onto a leased long distance

fiber backbone that will interconnect all our switches. We should realize substantial economies and efficiencies from this integration.

Using a Successful 80. Superior NetlNorking Model

We believe that our fixed wireless broadband solution for networking customer buildings is clearly superior to the approach used

by companies that rely on fiber-based connections. There are several key reasons for this: our lower deployment costs, our ability

to reach thousands of buildings that fiber cannot serve economically, and the high percentage of customer traffic we'll be able to

carry on our own network. We estimate that, over time, at least two thirds of our lines will be on our own network, and therefore

unaffected by provisioning systems and cost issues impacting lines leased from the incumbent local exchange carrier. These on-net

lines will give us excellent profitability and greater control over the type and quality of service we provide to customers.

Our recent experience in our first market, New York City, demonstrates that our model works, and works exceptionally

well. We began by reselling long distance services while we were building our switch, establishing hub sites and obtaining roof

rights. We then gradually moved an increasing percentage of our lines onto our network as it was built. By year-end 1997, 13

months after we launched our service, more than 50% of our New York lines were on our own network; and an even greater

percentage of lines were installed on our Lucent 5ESS switch. We expect this experience to be repeated in each of our cities as

WinStar extends its network to a total of 40 markets by the end of 1999.

Extending Our Service Capabilities to the 50 Largest U.S. Markets

The value of our radio spectrum holdings, which represent WinStar's core asset, was substantially enhanced in 1997 and early 1998.

This came about through the addition of new spectrum licenses, and favorable rulings from the FCC on how we can use our

spectrum. In the fall of 1997, the FCC set out new rules permitting 38 GHz licensees to hold up to the full 1,400 MHz of
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spectrum available in a given market, while also allowing utilization of that spectrum for a wide range of fixed or mobile

communications services.

As a result of license acquisitions, grants, and our participation in the LMDS auction, WinStar's porential service area

has been extended to include all 50 of the largest u.s. markets. Our bandwidth holdings in those key markets now average

approximately 740 MHz. WinStar's coverage area encompasses more than 200 million people and over one billion channel pops

(covered population times the number of 100 MHz equivalent channels).

Setting a Ne_ Standard _ith a Point-to-Multipoint System

The competitive value and utility ofour spectrum holdings will be further enhanced beginning in the latter part of 1998, when we

expect to start deploying our point-to-multipoint wireless network on a commercial basis. This is a major development for the

company and an entirely new paradigm for our industry.

Point-to-multipoint systems will enable us to install radios with 155 Mbps data rates and higher on a customer

building for a capital cost of as little as $4,000 per incremental building as our rollout reaches national scale in 1999.

This data rate is triple the speed of current point-to-point radios which have capital costs of about $20,000 per building.

Our point-to-multipoint technology has many other important benefits, including an ATM over-the-air interface to carry voice,

video and data traffic over a single network, and the ability to provide bandwidth on demand to our customers.

Our successful advanced testing of the technology reenforces our belief that we can deliver a rich blend of essential

services, ranging from voice and data communications, LAN-LAN interconnections and MPEG-2 video, to high-speed Internet

access and distance learning. This will be the Information Superhighway in operation.

Building To_ard a Much Bigger Future

The national deployment of services, systems, switches, and people on the large scale and accelerated schedule we are pursuing is

expensive. However, the infrastructure we are putting in place today will support the needs of the far larger company we expect to

become over the next several years. We have met with great success in raising the capital to build our network. Between January

1997 and April 1998 alone we secured more than $1.4 billion in debt and equity financing. The receptivity to our securities

offerings is a solid vote of confidence in our business plans and investment decisions.

During 1997, we also saw significant growth in WinStar's New Media business which develops information content

targeted to the business, educational and consumer markets. Their services help drive usage of the bandwidth we provide our

customers and differentiate us from other telecommunications companies. They also strengthen the loyalty of our customers by

helping them become more productive through our broadband connectivity and improved access to interactive services. This is

how we enable the true convergence of broadband connectivity, computer technology and content.

In 1997, we also added significant depth and breadth to our already strong managment team. This led, among other

things, to the formation of a stand-alone broadband services unit to spearhead the development of our data business, and to

the creation of a new division concentrating on the acquisition of building access rights. In a related vein, the deployment of a new

sales force to calIon large businesses expanded our focus to a previously unaddressed market segment.





These initiatives gave us three major sources of telecommunications revenues: voice services for small and medium-sized

businesses, voice services for large businesses, and broadband data services. WinStar's now broadened universe of potential

customers is quickening the pace of our orders and installations.

Addressing Our Business Priorities for 1998

For 1998, our priorities focus on executing our plan to deploy WinStar's network and systems to 30 cities. The valuable lessons we

learned in 1997 are being applied in 1998. We expect to increase efficiency as we add sales volume to our growing infrastructure.

We will also continue to analyze potential acquisitions that can lead to greater utilization of our nerwork or enhance our service

offerings. At the same time, we remain extremely focused on the goal of gradually reducing EBITDA losses from the inflection

point we reached in the fourth quarter of 1997.

During 1998, we also expect to begin leveraging our expertise in creating fixed wireless communications networks in

markets outside the U.S. The demand for bandwidth is a global phenomenon, and our approach to meeting it is not limited to

national boundaries. Over the near term, we will likely seek spectrum rights in Canada, Europe and other regions. We could be in

a position to launch some operational networks in 1999.

Our employees are totally committed to WinStar's mission: bringing people into the information age thtough high-quality

wireless broadband services, and helping our customers use our network to productively share information with each other. Of the

more than 180 million local loop connections that make up the U.S. telecommunications network, only a fraction have been

upgraded to broadband status. This means we have an amazingly large business opportunity.

I look forward to keeping you updated on how WinStar is taking advantage of this great opportunity, and transforming

it into value for our shareholders, customers, employees and community. In the meantime, I would like to thank all of you, and

particularly our employees, for your tremendous enthusiasm and support, and for sharing WinStar's vision of the future, a future

we are beginning to turn into a reality.

~J/ /\O~

WILLIAM J ROUHANA, JR.

CHAIRMAN & CHIEF EXECUTIVE OFFICER

April 24, 1998









WinStar's telecommunications network has grown substantially since the installation

of our first local network switch only 17 months ago. Looking toward the end of this year,

we plan to have 23 Lucent 5ESS switches installed, and an additional 29 ATM switches and

17 frame ~elay switches in service. This extensive switching capabiliry should increase again

in 1999.

We're Fielding a Direct Sales Force of Trained Professionals

To generate traffic for WinStar's expanding network, we've built a professional field sales force

to call direcrly on potential business customers. More than 800 WinStar sales and service rep­

resentatives have been trained to assist customers with total solutions to their telecommunica-

NATHAN KANTOR

tions needs; including data specialists and salespeople concentrating solely on large businesses.

The rewards of this investment have come in the form of continually rising flows of

line orders and installations. Cumulative line orders reached 118,000 at the end of 1997, an

encouraging conclusion for a 12-month period that started with only about 6,000 ordered

lines. We achieved further gains in the first quarter of 1998, when cumulative orders rose to

nearly 200,000. Our base of installed lines expanded over thirry-fold, from 4,400 at the

beginning of 1997, to 82,000 as of December 31, to 145,000 at the end of the first quarter

of 1998. The cumulative orders and installations reported for March 1998 included some 24,500 lines acquired with our new

broadband data businesses. However, WinStar's ongoing rate of installation already exceeds 40,000 lines per quarter. The number

of quarterly installations should continue ro rise as our services come on stream in additional major cities.

We're Gaining Mownentulft _ith Hub Sites. Access Rights

& Interconnect Agreewnents

Creating hub sites, to collect traffic from customer buildings and route it to our switches, is essential to the successful buildout of

our network. From no completed hubs at the beginning of 1997, within 15 months we had over 50 in service. Meeting our rarget

for 1998 will bring the rotal to more than 100.

Wireless connectiviry to our hubs hinges on our success in obtaining building access rights to install a small antenna and

radio atop customer buildings. This makes access rights a second critical factor in deploying our wireless network nationwide.

Accordingly, we're giving this effort a significant amount of focused arrention. During 1997, the number of building access rights

held by WinStar climbed ro 2,100, versus 800 in 1996. We are finding that building owners increasingly recognize the value of

having broadband telecommunications services available ro tenants within their buildings. In 1998, we're broadening our rights

acquisition program ro include negotiations with REITs and other property owners and managers who conrrollarge numbers of

commercial office buildings. By year-end, we expect ro have gained access to a roral of 4,000 locations.
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Clearly, WinStar's network cannot be of true value without connecting it to the

national telecommunications system. Doing so requires us to negotiate individual agreements

with the Regional Bell Operating Companies (RBOCs) and other established local and long

distance carriers. Ie's well worth noting that WinStar has made interconnect agreements that

today cover 44 of the top 50 U.S. markets. Additionally, the company has peering arrange­

ments with more than 130 U.S. and foreign Internet service providers.

CLEC authorizations represent a fourth crucial building block for a national

telecommunications provider like WinStar, and our progress here has been very satisfactory.

We currently have authorizations applying to 48 of the largest markets in the country. Thar's

up considerably from 30 markets at the end of 1996.

We're Investing Heavily in Customers and the Future

The fact is, WinStar's combination of innovative service offerings, value-based pricing and passion for customer satisfaction is being

met with great enthusiasm in the marketplace. We have quickly built a solid base of more than 7,000 customers. Our rate of

customer acquisition remains on a strong upswing, and our services are being enhanced by rhe most advanced operational and

business support systems in the industry. This is a critical area for the company, and we continue to make substantial investments

in order entry, order provisioning, billing and network management systems. We have also designed new network elements to

support the deployment ofWinStar's point-to-multipoint technology, commencing later this year. It is equally gratifying to report

that WinStar's wireless network achieved a 99.999% ("five-nines") level of availability in 1997. This accomplishment proved that

our unique approach to providing broadband connectivity is of the utmost quality and reliability.

WinStar's success is being further supported by an aggressive marketing program which incorporates media advertising

and a wide range ofspecial activities conducted inside our target buildings. Our marketing themes differentiate WinStar from other

service providers and encourage heightened expectations among our potential customers. Once they experience WinStar's

services, we work with our customers to handle an increasing amount of their communications requirements, and integrate

WinStar into their business. This approach has been highly effective.

We're looking ahead and working toward even greater achievements in 1998. We're supremely confident about the unique

and talented group of employees we have at \VinStar, and the bright new people we are attracting, who are delivering on our

promise: "See things from a phone company you've never seen before."

NATHAN KANTOR

PRE S I 0 E N T & CHI E FOP E R AT I N G 0 F Fie ER

April 24, 1998
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\Yith the deplo\'mellt of nLLr IT\'nllltionarv poilH-to-mulripoillt i.P;-"lP) technologv, there ,Ire hundreds of thousands 'If buildings

we Gm reach cmd connect with high-speed telC:Cllll1municcltio!lS servicc:s, \Ve're going to bring the' peoplc: in those buildings all [he

features and hendits of toda\:s and tomlllT()\\:' Informcltion Supnhighwclv,

This rich, new and extremL'!\' robust networking approclch significantk expands ()llr ahilin' to sc:r\'ice mcll1\ marl'

customers, and dramaticalh' lowers [he cost uf reaching them, It alsu crecHes a totctlk ne\\ paradigm fur broadhcmd IOClllh~r\\'orks:

marking the first time that voice, data and \'ideu capahiliries ha\'c: bec:n integrated into one nenHlrk.

Point-to-\1ultipoint is a lille-o{,-ight technolog\', It begins at our hub sites, where we h,l\e a uni\'erse of buildings in our

sight. cl unin~rse that includes customers louted in buildings cIS small as 20,000 squclre feeL It's em ath)rdable and rdati\ek

easy-to-install alternative to the higher cost. old wireline techno!ogv wstems oHered b\' [he COUIHlY'S enuenched monopok

Guriers. \'Chen the buildout of the compal1\''s hubs is complc:te in om SO maior urgcT mC1l1e'ts, we'll be clble to see from our hub

sites and reach close to "'5% of all commercial ottice buildings in these ci ties.

Lacking hroadband connectiviry. these buildings can be classitled cIS "access dis.ld\'clntaged." A,s such. the\:re pertect

candidates to henefit from our PMI' "nn ramp," which will be able to connecr rhem - with b,mdwidrh-on-demand - to rhe nation's

telecommunicati"n:; infrastructure. Cl!1d to the currenr cmd future Int,mnatio!1 Superhighwa\'.

Fixed wireless broadband communications is not cellular service, It's a high capacin' communications channel that match­

es the performance and qualitv of fiber-based nenvorks and ,,'stems, Connections are made through the .1ir b~' way of al1(ennac on

building roo!s, Servicc is delivned [Ister and less cxpensi\'ch' than lw fIber. cmd isn't \'ldncuble to construction-related outages

invoking cut cahles. \Yith poillt-to-multipoillt [cchnolog~', WinStar doesn't have to build specific pipes to cach building. or tr\' to

fill them. nur \'irrual "pipe" can get bigger ur smaller as demand incrcases or lessens: the' cost to our customer is basc'c! on clcru,d

bandwidth use, not on capacin' that is unused. These significant cost ad\'cmtagc:s. COUl)led with our strong service edge, make a

compelling argulllcnt [(11- customers to swirch tll \,\'inSur ti-om mher 10cale\ch.lIlgc carricrs.
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Edul,HIOIl in ,\meriL"1 I' ullder,:olil': 'I rr'lmt;,rm'llioll, .limed ,Ir improyill': childrell's learnin,: and gi\'ill': rhem rhe skills thel' need

to succeed in tolllllITOI\,'S w"rlcL Thi,s rr,lIlst;'rnl.lri"n rqorL'sellts an e\'()luflLln rrom "produus of the musclc" ro "produLTs of the

mind," III rhe tllrure. rhe .lbilin' to ,l(cesS illt;,rm,I[lOI1. .llld lise rhe rools of technolog" to analne 'Lnd creati,c" s"ke problems,

\\'ill t'" rilL' ddinlng t:lL'tor In dClermillin!:, \\h" 'Ikc'ceds, \\'iIL~[ar is all aui,'e parr of this big ,md imp"tullt picture'. guiding schools

thrt1Llgh the Se,l "f nell' rechnolo!:,I',

The Seven "C's" of Education and the Internet

\'VinSur has a strong and socdl\' responsible \'ision tc)!' America's schools. intended ro build the foundation of ,[ nationwide

community of lifelong learners, It be,:ins wirh ,1II1iI"ctil"t)': getting schools connected to the Internet. Here. our \vircless Fiber

senice is ,m ideal tcchnol",:", proyidin,: high-speed connecri\'in' at a fraerion of the price of conyentional 'lttcrnati,'es, CU!ltCllt:

once conneued. colltent is the critical issue. ()ur ,V(,{I'SNOll' program enables children to publish their content on [he \'Veb. Context:

Our Lil'il/gnlge enables schools to cre'lte [heir OIm electronic library. and students' electronic bibliogrctphies for \'Veb-bctsed

research, ci,!I"iJoi,lIiol/: the true p",\er or' [he \\'eb is (llnneuing minds ro other minds. Programs like our H'·;,(J!30{/i'!. ,Ilil/ds()'{'

il/oii.'"ter /:\'dJililgt' Jnd The }O/lI'l/tY are bringing thousands of children from hundreds of schools ctround rhe world into colbborct­

[ion, Crearh'it),: essentd to creating "'llue. \'Ve're building a suire of creative problem-solving tools, ,md working with rop experts

in rhe tIck! to deyelop an Internet curriculum, COi/lII/erce: children must lectrn the fundctmentals of electronic commerce, \'Ve'll he

introducing rools and programs ro gi\'e [hem great hands·on experience. Community: we're dedicctted ro imprOl'ing communities

thruugh the crcltiye usc of telecommunications, In the nation's capital. we rook the lead in forming a broad business and

community coalition inmlying D.C public schools. the D,C, public libran' and \'arious foundations and groups. with the goal of

making a signitlcant diHercnce. and closing the "digital diyidc" tc)r inncr city L1l11ilies, Vice President Al Core hailed it as a model

for the nation,

Creating a Model for America's Communities

\\'e'rc' ,doout [l) link ,111 inner cin' housin~ proied in \\'ashingron, D.C, with neighborhood c1emenrar)'. middle .lt1d high sdlOols.

,1l1d ,1 iocal senior citizens home. The Inrernet enyironment wc'rc crcating is e"tending the schools into thc home. and opening the

door [0 rich. lross·gcncr~ltionJI L'ornnllll1iurion hc[\\,ccn scniors and childrcn, \VinSrJr is rodJ\"s ncw phonc COIllI'~ln\ !lor onk in

terms of irs technology, but also in terms of our passiOlUte sense of social responsibility to the (ountry's schools ,md (ommullitics,





WINSTAR COMMUNICATIONS INC ANO SUBSIDIARIES

Operaring revenues

Telecommunicarions sen'ices - commercial

Telecommunicarions services - residenrial
Informarion services

fOR THE TEN

MONTHS ENDED

DECEMBER 31,

1995

S 130
13.007
~,648

FOR THE YEAR ENDED

DECEMBER 31,

1996 1997

S 4,'18- S 29,796
~9A82 8,481
14,6';0 4U54

Toral operarlng revenues 15,785 48,61 ') ~'),631

Operaring expenses
Cosr of services and producrs

Selling, general and adminisrrative expenses

Depreciation and amortization

12,073
13,617

1,027

38.233
62,56';

4,501

81,017
156,959
29,701

Tor,l! operating expenses 26,717 10';,099 267,677

Operaring loss
Orher (expense) income

Interesr expense
Interesr income

Ocher (expense) income

Loss from continuing operacions before income tax bendit
Income tax benefit

Loss from continuing opetations
Income (1oss) from discontinued operations

Ner loss

Preferred srock dividends

(10,952)

(7,186)
2,890
(866)

(16,094)

(16,094)

257

(15,857)

(56,480)

(36,-4Rl

10.515

(82,713)
(1,010)

(83.723)

(188,046)

(77,2':;-)

17,577
2,219

(245,507)
2,500

(245,007)
(6,477)

(249,484)
(5,879)

;-..Jer loss 'lpphcable [() common stockholders S(l '),S,)7) S (8 ),723) ,,( 2')'), ,(3)

Basic and diluted income (1oss) per share:
From continuing operations

From discontinued operations

:£, (0.71)
om

S (2.96)
(0,04)

$ (7,49)
(0.19)

Ncr Ims per ,h,lre S (070) $ (j.OO) S (7 (,S)

'X'elghted ,lvcr,lge dUles outst.lllding 22,770 27,')11 '5,2'!')
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(In thOU.~,lJllt.;l

ASSETS

DECEMBER 31,

1996

DECEMBER 31,

1997

Current assets
Cash and cash equivalents
Short term investments

Cash, cash equivalents and short term investments
Investments in equity securiries
Accounts receivable, net of allowance for doubtful

accounts of $852 and $3,819, respectively
Inventories
Prepaid expenses and other current assets
Net assets of discontinued operations

Total current assets
Property and equipment, net
Licenses, net
Intangible assets, net
Deferred financing costs, net
Other assets

$ 95.490 $ 402,359
26,997 16,903

122,487 419,262
688

13,150 30,328
5,009 10,296

15,969 8,985
3,814 2,105

161,117 470,976
62,572 284,835
27,434 174,763
12,955 14,293
10.535 27,463
4,176 4,071

LIABILITIES AND STOCKHOLDERS' DEFICIT

Current liabilities
Current portion of long-term debt
Account payable and accrued expenses
Current portion of capitalized lease obligations

Total current liabilities
Capitalized lease obligations, less current portion
Long-term debt, less current porrion
Deferred income taxes

$ 19,901 $ 386
29,442 97,714

3,110 6,848

52,453 104,948
10,846 21,823

265,161 768,469
24,000

Series C exchangeable redeemable preferred srock, liquidation preference of
$175,000 plus accumulated dividends

Commitments and contingencies
Stockholders' equity (deficitl

Series A preferred srock issued and outstanding 3,910 shares at
December 31, 1997

Common srock, par value $,0 I; authorized 200,000 shares, issued and
outstanding 28,989 and 34,610, respectively

Additional paid-in-capital
Accumulated deficit

Unrealized loss on investments

290
75,436

(125,034)

(49,308)
(363)

175,553

39

346
255,741

(374,518)

(118,392)

L" Ii I",hilllh' l\lh,1I1<,-"lI,1c fl,eI,11111hlc )'ldlllid ,lOlk mel
\!",kl",ld,,,' ddl111 ~ .2~S -S') S ')7('.'10)

~Please refer (0 che compan~:s form IO-K tor complr.:cl' finanLial informacion)
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WINSTAR COMMUNICATIONS, INC AND SUBSIDIARIES

In dHlll.~,lIld.,)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash

used in operating activities:
Net (income) loss from discontinued operations
Depreciation and amortization
Deferred income tax bendit
Provision for doubtful accounts
Equity in unconsolidated results of AGT
Non cash interest expense
Decrease (increase) in operating assets:

Accounts receivable
Inventories
Prepaid expenses and other current assets
Other assets

Increase in accounts payable and accrued expenses
Net assets provided by (used in) discontinued operations
Other, net

FOR THE TEN

MONTHS ENDED

DECEMBER 31,

1995

S (15,857)

(237)
... 1,117

855
866

6,151

(4,216)
(991)

(2,342)
(865)

4,911

90
179

FOR THE YEAR ENDED

DECEMBER 31,

1996 1997

$ (83,723) $ (249,484)

1,010 6,477
5,977 32,360

(2,500)
1.562 5,674

35,040 53,506

(3,838) (24,026)
(1,897) (9,217)

(13,442) 510
(1,940) (178)
9,795 50,306

(1,481) (4,559)
186

Cash flows from investing activities:
Investment in and advances to AGT
Decrease (increase) in short-term investments, net
Decrease (increase) in othet investments, net
Putchase of property and equipment, net
Acquisition of licenses and orher
Other, net

(5,704)
(73,594) 46,597 10,094

(7,497) 6,447
(8,138) (47,842) (213,356)

(2,121) (40,190)

(499) (1,619) 2,494

Net c,lsh (used in) pronded hy lIlvt'sring ,lct1vltit's (95,4 )2) 1"j(,2 (24(),'J'iS)

Cash flows from financing activities:
Proceeds from (repayments) of long-term debt, net
Net proceeds from redf'..mable preferred stock
:-.Jet proceeds from equity transactions
Proceeds from equipment lease financing
Payment of capital lease obligations
Other, net

224,200

11,259
6,998
(676)
(898)

(2,778)

6,295
8,345

(2,080)
(1,010)

410,585
168,138
104,781

9,912
(4,141)

(317)

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Short-term investments at end of period

135.112
2,895

138,007

73,595

(42,517)
138,007

95,490

26,997

306,869
95,490

402,359

16,903

l ',IS It ,,1sh eqlll\,JillHS ,1Ild shorr-tllI1lIIl\Tstllll'llls.lt end 01 period S211,(,02 ~122, IS' " II'J,2(,2

(PleJse: refer ro (he: cnmr,lIl;':s hmn 10-1\. for (omrk1e tll1.ln(l.ll int(>rmarion!
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WinStar

Global Reach

Pioneer Consulting predicts global LMDS busi­
ness will grow from $157 million in 1998 to

more than $11.5 billion by 2007. WinStar plans
to own a piece of that business. The company's
recent agreement with Lucent has created the
resources to build globally.

"(lucent and WinStar) are a perfect fit for in­
ternational goats;' Kantor said.

WinStar has identified 50 cities (2S in Europe)
around the world as targets for broadband ex­
pansion. Part of WinStar's strategy in 1999 will
be to help countries leapfrog landline and go di­
rectly to broadband wireless.

Pioneer's recent report agreed that in Asia
lMDS will be a viable solution where bUilding
fiber networks in underdeveloped countries is
too costly. Pioneer also said that by 2000, Asia­
Pacific and latin America markets will be adopt­
ing fixed-wireless applications, and in Europe the
demand for alternate local-access services will
drive LMDS.lf that prediction holds uue,WinStar
may be on easy street to global success.

WinStar holds broadband licenses in all of the top 50 U.S. markets.

frustrated with the Bells' inabil­
ity to implement advanced telecom
solutions. So, he created WinStar
Communications. With Kantor at
his side, Rouhana assembled a
team (now more than 2,600 em­
ployees) to make his goals "a real­
ity, not a possibility."

Ambition
Although Rouhana would like

"to help solve problems world­
wide," his first task is to stir up
local competition. That has not
been easy. With anything new
comes skepticism, and broad­
band wireless has had its share.

Investors have taken a wait-and­
see approach, and the telecom in­
dustry is watching with an eagle
eye. Not everyone is convinced
there is a true business case for
microwave, point-to-multipoint
services. After financial woes of
C-block providers and the flood
of telecom competition, investors
are wary of backing more players.
After all, investors want to know
that broadband providers can do
more than just offer services; they
must be able to bring in revenue.
And WinStar has not done much
of the latter. But Rouhana is opti­
mistic. Although the company still
is losing money, he expects cash
flow to break even in 2000.

Twenty-three years later, Kantor
had once again settled into a com­
fortable life - this time with a
consulting practice - when he
got a call from another fledgling
company. At the time, WinStar
had around 200 employees, and
Rouhana was positioning the
company to take on the local mo­
nopolies. In the 1970s, he helped
break up the long-distance mar­
ket; now Kantor was preparing
to break up the local market.

If history repeats itself, Rouhana
has selected a second man who
could help make WinStar the next
MCI, something Rouhana has
been thinking about since the
1980s. With a career spanning
investments, law, film and cable,
Rouhana wondered, "What (will
be) the next technology to impact
the way we get information?"
Before Information Superhigh­
way was even a term, Rouhana's

mind was racing.
"In the late 1980s, I started try­

ing to understand how all of this
would come together. I thought
it (would be) something impor­
tant and started investing in
telecom companies to under­
stand its impact."

That's when the evolution to
broadband became clear. By
1993 Rouhana was growing

learning, educatlon for inner city
schools and Interactive video
communicnions.

The Team
\X'inSur is off to a good start.

True ro its long-range goals, the
one accomrlishmenr it seems most
proud of hcls more to do with
reople's [lYeS thJn business or
technology. On Veterans Day last
Year, WinSur launched The Vir­
tual Wall (www.virtualwall.org),
an interaeti\'e web site where
friends and family can leave
messages and graphics in tribute
to Vietnam veterans. With rec­
ognition from Vice President Al
Gore, \X'inStar is definitely get­
ting noticed.

Rouhana and Kantor are rely­
ing on past experience to con­
tinue that trend. Kantor is no
stranger to challenges. In 1972,
he left a comfortable life with a
blue-chip company to join a small
fledgling 200-employee micro­
wave-technology company called
i\.ICI. He joined Bill McGowan in
the battle to compete against
AT&T and bring competition to
the long-distance monopoly.

If histor-/
reoeats

I

itself.
Rouhana

has selected
a second
man 'Nho

could
help make

WinStar the
nextMCI.
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providers don't have the con­
struction issues of digging for in­
stallation, they do need access to
rooftops for technology placement.
Because point-to-multipoint sys­
tems rely on one hub site for
microwave antenna and a fiber
connection to reach surrounding
buildings, rooftop access is cru­
cial. But Kantor said working
with landlords hasn't been an
issue. In New York alone, WinStar
has five working hub sites, two
under construction, and is look­
ing for more locations to meet
increased demand.
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Figure I. WinStar's stock took an upward turn in October.
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Confidence
The real challenge is gainIng

recognition with customers. The
technology is a "no-brainer,"
Kantor said. Testing has proved it
viable. But the thousands of po­
tential customers (schools and
businesses) have never heard of
WinStar or its technology. So
WinStar is positioning its service
as Wireless Fiber, a winning com­
bination, according to Kantor,
because wireless is a hot term
and fiber conveys reliability and
quality.

But more than understanding
technology, small- and medium­
size businesses (the majority of
WinStar's customers) want cus­
tomer service.

"They have been ignored and
abused," Kantor said.

..

WinStar's hub site at the "switch hote'" in lower Manhattan

can be as little as $4,500 a
building.

Another attractive concept is
pay as you grow. Instead of pay­
ing a flat rate for access, WinStar
customers pay depending on how
much broadband capacity they
use. If they need more capacity
one month, they can purchase
what they need and then revert
back. Or as a customer adds em­
ployees and tenants, it can in­
crease capacity immediately. For
additional fiber, it would take
months.

The real difference between fi­
ber and broadband wireless is
construction vs. technology,
Kantor said. Fiber is 20% tech­
nology and 80% construction.
Wireless broadband is 80% tech­
nology and 20% construction.

Although broadband wireless

"What we lose is investment
spending," he said.

Still, it has taken several years of
hard work to educate people on
the opportunities of broadband
services such as LMDS. Accord­
ing to Rouhana, WinStar had the
curse of being first.

"They used to laugh at us,"
Rouhana said. "Now they get it."

In October, WinStar got the
credibility it needed when Lu­
cent Technologies announced a
5-year agreement to provide up
to $2 billion in equipment fi­
nancing. WinStar's shares rose
$6 5116 to $2Y/s immediately fol­
lowing the announcement. (See
Figure 1.)

Rouhana believes that for the
most part, the industry finally is
ready to accept the opportunities.
As proof, other providers have
started to follow WinStar's lead.
Rouhana is not modest about
WinStar's role in that evolution.

"(They are) all trying to be like
us," he said.

So what is the business case?
What are "they" all trying to get
at? It all comes down to capacity
and lots of it, quickly and
cheaply.

According to WinStar, it costs
more than $300,000 to connect
fiber to a building. The cost for
connecting a microwave point­
to-point system averages about
$20,000 per building. With the
latest advancement of point-to­
multipoint technology, the cost

The real
challenge is

gaining
r-ecognition

with
customers.
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Total' Revenues
from LMDS Markets

(In MiHions)

Small Medium Large Total

1999 $151.07 32.23 58.19 241.49
2000 523.26 137.39 133.33 793.98
2005 3.225.99 809.27 459.17 4.494.43

Pioneer Consulting projects revenues at $4.5
billion by 2005.

Surveys indicate that office man­
agers claim the worst thing to do
in a day is to call a LEC for
anything, he said. WinStar is us­
ing that as ammunition. Building
customer relationships is its com­
petitive weapon. It wants to
change the existing paradigm that
telephone companies don't need
to worry about customer service.

"It's simple; just talk to the cus­
tomer," Kantor said.

WinStar has created a company
philosophy around this concept.

c'lt opened a National Customer
Satisfaction Center in Dublin, OH,
and has trained salespeople to
help customers analyze bills and
even help them set up web sites.

Establishing relationships with
businesses, building owners and
companies such as Devnet, which
controls physical access rights to
more than 400 office buildings,
are critical to its business.

The company's strategy is
a building-centric approach.
WinS tar has access rights to
3,500 buildings across the coun­
try. Only two other companies
have more, and WinStar plans to
change that. It expects to have
access rights to 8,000 buildings
by year-end 1999. WinStar'sstrat­
egy is to first target buildings with
more than 100,000 square feet,
build out equipment and then sell
to the businesses in those build­
ings. With the Lucent deal under
its belt, the company now expects
to exceed its original plan of a
40-city launch by year-end 1999.

That won't be easy. WinStar
may be "The New Phone Com­
pany," but, it's not the only new
phone company. There are many
other CLECs, including LMDS
and PCS companies, also want­
ing a piece of the local market.
Teligent is the one competitor
that frequents media and analyst
comparisons. One futurist even
expects Teligent to leapfrog
WinStar.

"Teligent really impresses me
... They seem to have their act
together better than WinStar ...
WinStar is doing too many things,
so it can't focus on the huge op­
portunity in wireless data to busi­
ness residences ... Teligent is go­
ing to burst ahead of them," said
George Gilder, Gilder Technol­
ogy Group president.

Rouhana and Kantor aren't
concerned.

"He is absolutely wrong ... I
don't worry about Teligent,"
Kantor said.

According to Kantor, Teligent
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Start Saving Today'

nium. WinStar is picking up local
phone service (up to $1,000 per
month) until 2000 for first-time
customers that sign a 3-year con­
tract between Oct. 31, 1998 and
Jan. 31, 1999.

The offer extends to more than
1,000 newly connected commer­
cial buildings in 13 markets in­
cluding Atlanta, Dallas, Denver,
Los Angeles and New Yark.

To generate revenue, WinStar
will use this promotion as a hook
and then go back and sell more
services. But WinStar is not stop­
ping there.

Despite analyst predictions that
broadband services such as LMDS
will be limited mostly to the busi­
ness market, Rouhana plans to go
further. After WinStar builds out
the top 50 markets for commer­
cial services, it will progress to
the residential segment.

"Toward the end of 2000, we
will have the ability to serve a
significant (portion of the) resi­
dential market from a network
perspective," Rouhana said. "We
will try to do that. The broadband
network will go to the home."

He believes that video confer­
encing and Internet usage will
drive the demand for broad·
band capacity to homes. If it sue·
ceeds, WinStar will be one ster
closer to reaching Rouhana'~

high expectations - changin~

the way people across the worle
communicate.•
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Project Millennium offers free local phone service until 2000.

baseball promotion box with a
Louisville slugger and an invita­
tion to meet with WinStar. If the
recipient agrees to the meeting,
he receives tickets to the baseball
game.

Other personal deliveries include
WinStar breakfast bags with
coffee and bagels.

Lobby programs also are a stra­
tegic marketing tool. The com­
pany often holds events in build­
ing lobbies and serves treats such
as ice cream in the afternoon.

The company is testing another
value-added feature in its own
buildings. The multimedia Kiosk
Network features live AP news
headline tickers, forecasts, an in­
teractive building directory for
tenant listings, area restaurants
and city maps. These programs
are key in getting the company's
name circulated. They leave the
perception that WinStar owns
the building.

"We want people to ask 'Why
don't we have WinStar in our
building?'" Kantor said.

These tools also increase value
for the tenants. They will make
businesses look at broadband like
they do air conditioners, Kantor
said.

"They will realize they can't do
business without broadband ca­
pacity," he said.

Late last year, the company also
launched its nationwide market­
ing campaign, Project Millen-

Visions of Success
Part of that mousetrap lies in

WinStar's marketing campaigns,
which include direct mailings
to target buildings, and personal
delivery gimmicks such as a

has no funding, no access and is
two years behind WinStar.
WinStar has more spectrum and
licenses than anybody else and is
in more places than anyone else
(averaging more than 700MHz
per market). Teligent's heavy­
weight, former AT&T President
Alex Mandl, doesn't intimidate
either.

"Bill invented the industry, not
Alex," Kantor said.

Although Rouhana won't credit
Teligent as a direct competitor,
he does consider its presence a
compliment.

"Teligent existing is the ulti­
mate flattery," Rouhana said. "It
adds credibility to the market be­
cause it is copying what WinStar
is doing."

In fact, WinStar seems to think
it's in a class of its own.

"The LEC is my competitor,"
Kantor said. "Not the CLECs."
If that is the case, how can

WinStar expect to become the
leader in a field of local incum­
bents? It's simple, Rouhana said:
"We've got a better mousetrap."

The Kiosk Network

After
WinStar

builds out
the top 50

markets for
commercial

serVices,
it will

progress
to the

residential
segment.
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WINSTAR COMPLETES ACQUISITION OF NATIONWIDE SPECTRUM RIGHTS IN
ARGENTINA

Broadband Wireless Leader Continues Expansion Into Top 50 International Markets

Service Planned for Buenos Aires in 1999, One of The Fastest-Growing Data Markets in Latin
America

NEW YORK - FEBRUARY 16, 1999 - WINSTAR COMMUNICATIONS, INC. (NASDAQ:
WCII) announced today it has completed the purchase of95% of Macrocom SA, a company
holding a nationwide license for 400 MHz of spectrum in the 38 GHz band in Argentina. The
acquisition marks the next step in WinStar's plan to expand its broadband network into the top 50
international markets within the next five years by strategically accumulating spectrum assets in
a cost-effective manner. The licenses obtained through this purchase cover all of Argentina,
including Buenos Aires, which is one of Latin America's premier business markets and the
eighth largest international market outside the United States. WinStar plans to launch service in
Buenos Aires by September 1, 1999.

By acquiring spectrum rights in Argentina, WinStar gains access to more than 88 million channel
pops in that country's large cities and 48 million in Buenos Aires alone. Argentina's rapidly
growing data services market, which is estimated to exceed $500 million annually, provides
WinStar with an opportunity to build a broadband network capable of delivering high-speed data
and information services to large multinational business customers and medium-sized
companies. In addition, the opening of the country's local and long distance markets in
November-ZOOO will provide further opportunities for WinStar.

WinStar's Argentine network will feature the company's state-of-the-art point-to-multipoint
technology. The company will also draw upon the expertise and resources of Lucent
Technologies as part of the strategic alliance formed by the two companies last October.

William J. Rouhana, Jr., WinStar's Chairman and Chief Executive Officer, said, "We are pleased
and excited to be bringing wireless broadband connectivity to Buenos Aires, one of the most
important business markets in Latin America, as well as to other major cities in Argentina.

Win.. Communlclltlons. Inc.

1146 19th Street. N.W. • Suite 200' Washington. D.C. 20038. TEL 202 833 5678' FAX 202 659 1931



Acquiring these spectrum rights is a key part of our plan to serve our multinational
customers and to extend our industry leadership by expanding the availability of WinStar's
broadband network to the international marketplace."

WinStar has already obtained spectrum licenses in the Netherlands, and has filed for spectrum
rights in major business markets throughout Western Europe. Last month, WinStar, KDD and
Sumitomo formed ajoint venture company. of which WinStar owns 35%, to obtain spectrum
rights and build a wireless broadband communications network beginning in Tokyo later this
year.

WinStar Communications, Inc. is a pioneer in providing business customers with broadband
communications services, including local and long distance phone service, as well as high-speed
data, Internet access and information services. WinStar provides these Wireless FiberSM
services over its own end-to-end broadband network in over 30 U.S. markets, using its licenses in
the 28 and 38 GHz spectrum.

Except for any historical information contained herein. the matters discussed in this press release contain
forward-looking statements that involve risks and uncertainties. wl1ich are described in the company's SEC
reports, including the 10-K for the period ended December 31. 1997 and the IO-Q for the periOd ended September
30. 1998.

WinStar is a registered trademark. and Wireless Fiber is a service mark otwinStar Communications. Inc.
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WINSTAR, KDD AND SUMITOMO ESTABLISH JOINT VENTURE TO SERVE
MAJOR JAPANESE MARKETS WITH BROADBAND NETWORK
Partnership Will Acquire Fixed Wireless Spectrum in Key Japanese Cities, Beginning with
Tokyo

NEW YORK - JANUARY 5, 1999, WINSTAR COMMUNICATIONS, INC. (NASDAQ:
WCII), KDD CORPORATION AND SUMITOMO CORPORAnON announced today they
have formed a joint venture to pursue deployment of fixed wireless service in Japan beginning in
Tokyo later this year. The three companies have established a new Japanese corporation, KDD
WinStar Corporation, to secure spectrum rights and build a broadband network capable of
delivering high-speed data and information services in major Japanese markets. WinStar will
own a 35% interest in the new corporation.

Under this joint venture, KDD WinStar Corporation will draw upon WinStar's experience and
expertise in providing high-speed local access to businesses over its own fixed wireless network,
KDD's experience in the marketing and provision of telecommunications services throughout
Japan, and Sumitomo's expertise as one of Japan's leading integrated trading companies. As
spectrum rights are secured, KDD WinStar Corporation will market its broadband service to
businesses with high-speed data transmission needs, including Internet service providers and
others.

William 1. Rouhana, Jr., WinStar's Chairman and Chief Executive Officer, said, "We are pleased

and excited to join with KDD and Sumitomo to secure spectrum and build a high-speed,
end-to-end network capable ofdelivering a wide range of broadband data and information
services to businesses throughout Japan. Together we have the global expertise, the vision and
the financial resources to replicate WinStar's U.S. build-out and bring wireless broadband
connectivity to Japanese business. WinStar will continue to seek additional partners in the global
markets we have targeted in order to penetrate them with locally-delivered bandwidth for a
variety of data and information needs."

Wlnstar Communication.. Inc.

1146 19th Street, N.w. • Suite 200. Washington, D.C. 20036 • TEL 202 833 5678 • FAX 202 659 1931



Tadashi Nishimoto, President of KDD Corporation, said, "Local access networks will play an
increasingly important role in the competitive telecommunications environment in Japan. KDD
considers fixed wireless systems a promising means for providing such access networks. The
partnership with WinStar, which has a successful experience in the USA, will accelerate the
business expansion in Japan in combination with KDD's advanced technology in wireless
telecommunications systems."

Atsushi Nishijo, Managing Director of Sumitomo Corporation, said, "Last mile access for data
and information services will be realized by a combination of various methods, out of which
fixed wireless is the most cost-effective. We are very encouraged by this partnership with
WinStar, which has a wealth of fixed wireless experience, and we believe that our
new company will become a great success. "

WinStar, which currently provides Wireless FiberSM services to businesses in 30 major U.S.
markets over its own end-to-end network, last month announced it would begin to provide data
and information services to six international markets in 1999 and a total of 50 global markets
outside the U.S. within five years. WinStar also announced its accelerated plan to provide fixed
wireless services to the top 60 U.S. markets within five years.

WinStar Communications, Inc. is a pioneer in providing business customers with broadband
communications services, including local and long distance phone service, as well as high-speed
data, Internet access and information services. WinStar provides these Wireless FiberSM services
over its own end-to-end broadband network in 30 U.S. markets, using its licenses in the
28 and 38 GHz spectrum.

KDD Corporation is a comprehensive global communications company providing information
and communications services at the highest level in the world.

Sumitomo Corporation is a globally integrated trading company, which works with its partners to
provide trade, value-added services and business investments.

Except for any historical information contained herein, the matters discussed in this press release contain
forward-looking statements that involve risks and uncertainties, which are described in WinStar's SEC reports,
inc luding the 10-K for the period ended December 31, 1997 and the1O-Q for the period ended September 30, 1998.

WinStar is a registered trademark, and Wireless Fiber is a service mark of WinStar Communications, Inc.
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WINSTAR A:\D HUGHES NETWORK SYSTEMS ENTER STRATEGIC
RELATIONSHIP FOR NATIONWIDE DEPLOYMENT OF

POINT-TO-Ml'LTIPOINT BROADBAND FIXED WIRELESS ~ET'VORKS

Second Generation Technology Lowers Network Costs and
Expands Market Opportunity

NEW YORK - August 10, 1998, WINSTAR COMMUNICATIONS, INC. (NASDAQ­
WCII) and Hughes Network Systems (HNS, a unit of Hughes Electronics) have announced an
agreement for Hughes to provide second generation point-to-multipoint equipment for
nationwide deployment in WinStar's broadband fixed wireless network.

"The Hughes equipment. when deployed later this year, will provide WinStar's voice and data
network with the most advanced point-to-multipoint technology available," said Nathan Kantor.
WinStar's President and Chief Operating Officer. "Based on our specifications and HNS'
significant TDMA system experience. the new equipment will significantly increase the
transmission capacity of our spectrum while reducing network deployment and operating costs."

This agreement follo\vs t\'iO years of collaboration between Hughes and WinStar. the nation's
leading provider of broadband fixed wireless telecommunications services. WinStar. in
cooperation with other equipment suppliers, successfully tested point-to-multipoint technology in
Florida during 1997, and is currently operating a demonstration network in Washington. D.C.
and Tysons Comer. Virginia. prior to commercial deployment in late 1998.

The Hughes second generation TDMA point-to-multipoint system improves the utilization of the
company's spectrum. allowing WinStar to provide up to four full duplex DS-3 clear channel
circuits of capacity per 100 MHz channel. while permitting the centralization of service
provisioning. configuration management and network monitoring functions. A fully networked
point-to-multipoint infrastructure offers unprecedented versatility in services provided as well as
improved operational efficiency. Customers will benefit from the provision of such \'aried

sen'ices as enhanced \'oice. video conferencing. native LAN-LAN interconnections. MPEG-2
video and high-speed Internet access on a single fully integrated local metropolitan area ;\TM
transport net\\:ork. Point-to-multipoint fixed wireless technology combines the benefits of end­
to-end ATM transport with bandwidth on demand for high capacity bi-directional voice. data and
video services.

WinStar Communications. Inc.
230 ParI< A''::'1ue SUite 2700 New York. NY 10169 • Tel 212 584 'i000 Fax 212 8671565
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"Point-to-multipoint technology and economics significantly expand WinStar's addressable
market by enabling WinStar to cost-effectively serve customers in a much greater number of
buildings'" Kantor added. "For the first time, the resources and features of the much-heralded
information superhighway will be affordable to nearly everyone, at speeds in excess of 200
megabits per second. Such speeds have previously been associated only with high-capacity.
high-cost private corporate data net\\orks'"

"\\"inStar' s real world experience providing wireless broadband communications services to
customers. coupled with Hughes' wireless networking systems expertise, provide a unique
combination to create a world-class broadband system solution:' said Pradeep Kaul. Executive
Vice President at HNS. "HNS is excited about the opportunity and the potential it creates for
leading the industry into a new paradigm for delivery of broadband services'"

The Hughes equipment is compatible with all of WinStar's existing point-to-point and point-to­
multipoint equipment and continues WinStar's strategy of using multiple vendors. It \vill be
incorporated into WinStar's existing demonstration network in Washington, D.C. by November
of this year.

WinStar Communications, Inc. is a national local communications company serving business
customers, long-distance carriers, fiber-based competitive access providers, mobile
communications companies, local telephone companies and other customers with broadband
local communications needs. The company provides its Wireless FibersM services using its
licenses in the 28 and 38 GHz spectrum. The company also provides long distance and
information services.

Headquartered near Washington, DC, with international sales and support offices worldwide,
Hughes Network Systems (www.hns.com) is a leading provider of wireless, satellite and
enterprise network solutions. HNS is a unit of Hughes Electronics Corporation. The earnings of
Hughes Electronics are used to calculate the earnings per share to GMH (NYSE symbol)
common stock.

Except for any historical information contained herein. the matters discussed in this press release contain forward­
looking statements that involve risks and uncertainties which are described in the company's SEC reports. including
thl! IO-Kfol' the period ended December 31. 1997, and the IO-Qfor the period ended March 31. 1998.

WinStar is a registered trademark, and Wireless Fiber is a service mark of WinStar Communications. Inc.
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WINSTAR REPORTS LINE ORDERS AND INSTALLATIONS FOR
1998 SECOND QUARTER

Line Orders Exceeded 75,000

Line Installations Reached 50,000

NEW YORK - July 15, 1998, WINSTAR COMMUNICATIONS, INC. (NASDAQ-WCln
reported today that continued demand for its competitive local exchange carrier (CLEC) services
led to further gains in line orders and installati{)ns during the second quarter ended June 30, 1998.
Line orders for the period exceeded 75,000, an increase of over 30% from the first quarter of
1998. Line installations rose to 50,000 during the second quarter, representing approximately
20% sequential growth over the first quarter of 1998.

Nathan Kantor, WinStar's President and Chief Operating Officer, said today, "WinStar's
cumulative lines installed have risen to over 195,000 from just 30,000 a year ago, thus
providing further evidence of the demand for our services. In addition, we are pleased that, for
the first time in a quarterly period, we acquired in excess of 500 roof rights. This achievement
reflects the initial success of our focus on REITs, national and other large portfolios of
commercial buildings as we extend WinStar's reach to more customer buildings."

WinStar Communications, Inc. is a national local communications company, serving business
customers, long distance carriers, fiber-based competitive access providers, mobile
communications companies, local telephone companies, and other customers with broadband
local communications needs. The company provides its Wireless Fibe~M services using its
licenses in the 28 and 38 GHz spectrum. The company also provides long distance, Internet, data
and information services.

Except for any historical information contained herein, the matters discussed in this press release contain forward­
looking statements that involve risks and uncertainties which are described in the company's SEC reports, including
the lO-Kfor the period ended December 3/. /997. and the /O-Qfor the period ended March 3/, /998.

WinStar is a registered trademark and Wireless Fiber is a service mark of WinStar Communications, Inc.

WlnStar Communications, Inc.
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WINSTAR ADDS 7 NEW CLEC MARKETS

Deployment of Network to 30 Major Metropolitan Areas Remains
One Year Ahead of Original Schedule

NEW YORK - MAY 7,1998 - WINSTAR COMMUNICATIONS, INC. (NASDAQ-WCII)
today announced it has reached its initial 1998 goal for expanding its telecommunications
network, with the company now providing Competitive Local Exchange Carrier (CLEC) services
in 24 of the largest U.S. markets. The company is also on schedule to meet its accelerated goal
of having its network deployed to 30 major markets by end of this year. WinStar's original
schedule called for CLEC services to be available in 30 markets by the end of 1999.

WinStar's services were launched during the first four months of 1998 in seven markets:
Baltimore, Denver, Detroit, Houston, Tampa, Phoenix and Seattle. The company had previously
introduced its CLEC services in Atlanta, Boston, Chicago, Dallas, Fort Worth, Los Angeles,
Milwaukee, New York, Newark, Oakbrook, IL, Orange County, CA, Oakland, Philadelphia, San
Diego, San Francisco, Stamford and Washington, DC.

"Our ability to be one year ahead of schedule is the result of a variety of factors, including the
acquisitions of U.S. One and Midcom, and our excellent operating managers and systems. The
company's growth continues to be fueled by the demand for broadband connectivity and
WinStar's unique combination of speedy installation, attractive pricing and our emphasis on
personalized customer satisfaction," said William 1. Rouhana, Jr., WinStar Chairman and Chief
Executive Officer. "The speed to market we've been able to accomplish in the past year should
provide for substantial revenue growth throughout 1998," Rouhana noted.

WinStar has targeted six additional markets for the introduction of CLEC services during the
remainder ofthe year: Columbus, Miami, St. Louis, Cleveland, Kansas City, and Minneapolis.

To support its expanded deployment, WinStar now has a direct sales force and service
organization of more than 800, of which over 400 are commissioned sales people. The company
has paved the way for its growth by obtaining CLEC authorizations which now cover 48 of the
top 50 markets, and interconnect agreements applicable to 44 of the 50 largest markets.

WlnStar Communications, Inc.
230 Park Avenue, Suite 2700 New York, NY 10169 • Tel 212 584 4000 Fax 212 867 1565
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WinStar Communications, Inc. is a national local communications company, serving business
customers, long distance carriers, fiber-based competitive access providers, mobile
communications companies, local telephone companies, and other customers with broadband
local communications needs. The company provides its Wireless Fibe~M services using its
licenses in the 28 and 38 GHz spectrum. The company also provides long distance, Internet data
and informational services.

Except for any historical information contained herein, the matters discussed in this press release contain forward­
looking statements that involve risks and uncertainties which are described in the company 's SEC reports, including
the IO-Kfor the period ended December 31, 1997.

WinStar is a registered trademark, and Wireless Fiber is a service mark of WinStar Communications, Inc.
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WINSTAR ANNOUNCES PLAN TO EXTEND INDUSTRY LEADERSHIP

Will Expand Into 110 Markets Worldwide Over Next Five Years

Reports Substantial Progress on Several Fronts, Including Multipoint Commercial Launch,
International Expansion. Building Access Rights and Project Millennium Marketing Campaign

New Agreements with Williams Communications Demonstrate Value ofNetwork Expansion

NEW YORK. DECEMBER 17, 1998 - WlNSTAR COMMUNICAnONS (NASDAQ: WCII)
today announced its plan to extend its industry leadership by making its broadband network
widely available to business customers in 110 markets worldwide.

·In a day-long meeting with financial analysts and investors, WinStar reported substantial
progress across all aspects ofits~ demonstrating why it is uniquely positioned to
achieve broadband ubiquity and popularize a full suite ofbroadband applications, including
high-speed Internet access, full motion video conferencing and bandwidth on demand.

Significant WinStar announcements included:

. WinStar plans to double the U.S. reach of its broadband network to 60 major markets over the
next two years and to serve an additional SO major international markets within five years.
During 1999. W'mStar will expand to 45 U.S. and six international markets. In pursuing this
accelerated build-out, WinS. will take advantage ofthe resources and expertise of
Lucent Technologies under their 52 billion strategic alliance announced in October.

. WinStar demonstrated the value of-itS DetwOrk expansion by selling two percent of its
long-term broadband capacity for $400 millioD to Williams Communications, Inc. It also
purchased from Williams national fiber capacity, previously obtained by WinStar at a higher
cost, for 5640 millioD.

1148 ,.StrMI, N.W. •&itt 200 • WIIhilgeon, D.C. 20038 • TEL 202 833 5178 • FAX 202 8511931



· WinStar commercially deployed its state-of-the-art multipoint technology in Washington, D.C.
and will expand its multipoint capability nationwide in 1999. This will significantly lower the
cost of its network build-out and enable WinStar to serve far more customers in each of its
markets.

· The company is off to a quick start in its international expansion and will commercially launch
its Wireless FiberSM service in Amsterdam beginning in February 1999. It also revealed a plan
to add the following additional cities to its network in 1999: Paris, London, Tokyo, Sydney and
Buenos Aires.

. The company's Project Millennium marketing campaign accelerated "on-net" line orders in
targeted markets. In New York City, WinStar's largest market, more than 93% of new line
orders in November were in newly connected "on-net" WinStar buildings.

· In the fourth quarter of 1998, WinStar obtained access rights to an additional 700 buildings, for
a total of more than 4,200 to date, exceeding its target of 4,000.

William J. Rouhana, Jr., Chairman and Chief Executive Officer, said, "Through our stepped-up
network build-out, WinStar is extending its leadership in broadband services, while accelerating
the delivery of low-eost. next generation communications and information applications to
business customers around the world. Together with our partners, we've achieved the necessary
critical mass in terms ofspectrwn, infrastructure, financing, technology and management to
advance our timetable in response to the fast-growing global demand for increased bandwidth.
Over the next fewy~ millions ofbusiness users will benefit from services such as
high-speed Internet access, full motion video conferencing and bandwidth on demand.

"The global market opportunity for broadband services is enormous. By being first to market,
WinStar will dramatically increase the value of our network at limited real cost." Rouhana
added. "We expect this competitive advantage to enable us to build substantial additional
shareholder value."

The company also summarized the financial impacts of its market expansion and other
initiatives. The company expects the following impacts:

· The expansion to 70 additional markets worldwide will create a value of53-$4 billion, based
upon a ten'::year projection ofdiscounted cash flows.

· The expansion will require an estimated EBITDA investment of5350-$400 million over a
three-year period. The fourth quarter of 1998 will include 525-535 million ofthis investment

· Williams Communications' purchaseof two percent of W'mStar's wireless capacity along with
additional WinStar services will generate an expected $400-$450 million in additional revenue
for WinStar over the life of the agreement. It will generate an expected 5350-$400 million in
additional EBITDA to WinStar over the life of the agreement. The expected incremental
cash flow to WinStar will be approximately $400 million over the next five years.



WinStar Communications, Inc. is a pioneer in providing business customers with broadband
communications services, including local and long distance phone service, as well as high-speed
data, Internet access and information services. WinStar provides these Wireless FiberSM
services over its own end-to-end broadband network in 30 U.S. markets, using its licenses in the
28 and 38 GHz spectrum.

Except for any historical information contained herein, the matters discussed in this press release contain
fOl"\vard-Iooking statements that involve risks and uncertainties, which are described in the company's SEC
reports, including the 10-K for the period ended December 31, 1997 and the 10-Q for the period ended September

30. 1998.

WinStar is a registered trademark, and Wireless Fiber is a service mark olWinStar Communications, Inc.
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WINSTAR AND WILLIAMS COMMUNICATIONS ANNOUNCE MAJOR
AGREEMENTS

Williams Communications Signs $400 Million Deal to Obtain Wireless FiberSM Capacity
Representing Two Percent of WinStar's Broadband Network

WinStar Signs $640 Million Deal to Obtain National Network Capacity From Williams

NEW YORK - DECEMBER 17t 1998, WINSTAR COMMUNICATIONS, INC. (NASDAQ:
WCn) and WILLIAMS COMMUNICATIONS, INC. t a subsidiary of WILLIAMS (NYSE:
WMB) announced two major agreements today to optimize the value of their respective
telecommunications networks. Williams Communications President and ChiefExecutive Officert

Howard E. Janzen, and WinStar Chairman and ChiefExecutive Officert William J. Rouh~ Jr.,
announced the agreements at a WinStar meeting for analysts and investors in New York City.

Under the agreements, Williams Communications will obtain two percent of the long-term
capacity of WinStar's expanding fixed wireless broadband network for $400 million. WinStar
will obtain nationwide dark fiber backbone assets from Williams Communications for $640
million. Williams will make pro rata payments to WinStar over four years as WinStar completes
its hub construction obligations under the agreement, which are based on WinStar's already

planned network expansion. WinStar will make payments to Williams over seven years.

These agreements call for WinStar to Gonstruct a total of270 hubs by the end of2ool.
Approximately 60 of these hubs, which are already constructed, will be made available to

WlnsQr Communication.. Inc.
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Williams immediately. Williams, which will complete a 32,000 route mile network in 2000, will
provide approximately 60,000 fiber miles, consisting of four strands of fiber over approximately
15,000 route miles, to WinStar, together with other network-related items, which WinStar had
previously obtained at a higher cost. Prior to the lighting of the fiber, Williams will also provide
all of WinStar's long-haul transport requirements. Williams will remain WinStar's preferred
network provider on an ongoing basis.

The agreements will enable the companies, which have complementary strategies, to operate
optimal end-to-end broadband networks combining the inherent cost advantages of broadband
fixed wireless to provide local services, with Williams Communications' award winning
multiservice network being used for long haul transport. WinStar, which has pioneered the use
of Wireless FiberSM technology to provide broadband communications services, currently
operates in 30 major markets across the U.S., and plans to expand to 60 by 2000, focusing on
selling to business customers. Williams Communications has deployed market leading
broadband products and services targeted exclusively to wholesale customers. This unique
specialization is a critical component in the evolution of the domestic carrier marketplace.

The agreements give each company the opportunity to serve a radically larger addressable market
with a full suite ofbroadband telecommunications, information and Internet services and
applications.

Howard E. Janzen, President and CEO of Williams, said, "We believe the agreement allows
Willams Conimunications to expand the significant set of broadband products it offers as part of
its unique wholesale focus. WinStar's proven ability to provide wireless T-1 's, together with
Williams' technologically advanced fiber-optic network, offers Williams' carrier customers an
unmatched end-to-end solution."

William J. Rouhana, Jr., Chairman and CEO of WinStar, said, "These transactions are a major
step forward for WinStar. We are unlocking the value of our network and demonstrating its
extraordinary capacity by driving increased usage of the network we are otherwise building to
serve our retail customers. We will become one of few carriers to provide end-to-end broadband
services for business customers nationally. The transactions will increase revenue, extend our
cost advantage, improve our EBITDA and increase our cash flow."

Williams, through its subsidiaries, provides a full range of traditional and leading-edge
communications and energy services, and is the nation's largest volume transporter ofnatural
gas. Williams Communications offers wholesale fiber-optic network services, North American
single-source business communications systems integration, international video satellite and
fiber-optic transmission, multipoint video and audio conferencing and satellite business
applications. Williams information is available at "www.twc.comand www.wilcom.com.

~

WinStar Communications, Inc. is a pioneer in providing business customers with broadband
communications services, including local and long distance phone service, as well as high-speed
data, Internet access and information services. WinStar provides these Wireless FiberSM services
over its own end-to-end broadband network in 30 U.S. markets, using its licenses in the



28 and 38 GHz spectrum.

Exceptfor any historical tnformation containedhgt;ein~ the matters discussed in this press release contain
forward-looking statements that involve risks and uncertainties. which are described in WinStar's SEC reports,
including the /O-Kfor the period ended December 3/. /997 and the/O-Qfor the period ended September 30. /998.

WinStar is a registered trademark, and Wireless Fiber is a service mark of WinStar Communications, Inc.
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WINSTAR LAUNCHES BREAKTHROUGH MARKETING PROGRAM
Free Local Phone Service Until the Year 2000

Company Unveils Extensive Built-Out Network in Over 1,000 Newly Connected Buildings
in Key Markets

NEW YORK - OCTOBER 27,1998, WINSTAR COMMUNICATIONS, INC. (NASDAQ:
WCII) today launched an unprecedented breakthrough marketing campaign - "Project
Millennium" - that will include free local phone service to business customers until the year
2000. This exciting offer will be made tocustomers in more than 1,000 newly connected
commercial buildings in 13 ofthe 27 markets in which WinStar currently provides fixed wireless
broadband telecommunications and information services, allowing WinStar to share the
overwhelming cost advantages of its network with its customers.

Even beyond the year 2000, participating customers will continue to enjoy double-digit savings
every day over the local exchange carriers' base rates. Project Millenium WinStar customers will
also receive a flat long distance rate of9 cents per minute, 24-hours a day, with no conditions.

As part of its ambitious national network rollout, WinStar is extending this offer to more than
1,000 specially targeted buildings that are newly connected to its network. WinStar will pick up
the tab on local phone service - up to $1,000 per month - until the year 2000 for first-time
customers in designated "WinStar buildings" who sign a three year contract between October 31,
1998 and January 31, 1999.

"Project Millennium is a leapfrog strategy that will make WinStar the undeniable marketing
leader in the local phone business," said Nathan Kantor, WinStar's President and ChiefOperating
Officer. "Project Millennium will be as powerful to the local business customer as 'Friends
and Family' was to the long distance customer and it will forever change the way that
telecommunications services are sold in the local market. People already know us for our
innovative building-centric marketing strategies, such as our lobby events and our very targeted
attention-grabbing direct mail, and Project Millennium will take us to a whole new level.

W1nstar Communication.. Inc.

1146 19th Street, N.W.· Suite 200' Washington, D.C. 20036' TEL 202 833 5678' FAX 202 6591931





"Because these specially targeted buildings are now on the WinStar network, we will be able to
add new customers quickly and efficiently," Mr. Kantor continued. "Consequently, Project
Millerinium will allow us to share the overwhelming cost advantages of our network with our
customers and give them a true alternative to the local exchange companies."

WinStar currently has over 3,500 building access rights in its 27 markets. Over 1,000 of these
buildings were chosen to be part of the campaign in 13 of those cities. As a result of this
program, WinStar expects to significantly increase its penetration in these buildings and
dramatically raise the overall percentage ofcustomer lines on its network.

"Until today, no one outside WinStar knew how extensively we had built out our network or that
we had set aside these buildings for this special promotion," said William J. Rouhana, Jr.,
WinStar's Chairman and Chief Executive Officer. "By increasing the number ofon-net customer
lines through this promotion, we will dramatically increase gross margins, which
will contribute immediately to WinStar's bottom line. Project Millennium, combined with our
new $2 billion partnership with Lucent, gives us a powerful one-two punch. By providing us the
financial muscle to expand our network buildout to even more buildings in even more cities, the
Lucent partnership makes every year a new Millennium for us."

WinStar recently entered into a $2 billion strategic relationship with Lucent Technologies to
expand the buildout of its broadband network to 100 cities worldwide. The Lucent relationship
propels WinStar to the leadership position among independent telecommunications companies
that are challenging the local exchange carriers at the local level because it gives WinStar the
flexibility and resources to build the worldts first end-to-end broadband network.

Cities involved in the promotion include:

Atlanta, GA
Baltimore, MD
Boston,MA
Washington, DC

Chicago, IL
Dallas, TX
Denver, CO

Houston, TX
Los Angeles, CA
New York, NY

Philadelphia, PA
San Diego, CA
San Francisco, CA

.WinStar Communications, Inc. is a facilities-based national local communications company,
serving business customers in major markets throughout the U.S. The company provides local
and long distance phone service and high speed data, Internet access and information services.
WinStar provides these Wireless FiberSM services over its own network, using its licenses in the
28 and 38 GHz spectrum.

Except for any historical information contained herein, the matters discussed in this press release
contain forward-looking statements that involve risks and uncertainties, which are described in
WinStar's SEC reports, including the 10-K for the period ended December 31, 1997 and the
10-Q for the period ended June 30, 1998.

WinStar is a registered trademark, and Wireless Fiber is a service mark of WinStar Communications. Inc.
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52 BILLION WINSTAR I LUCENT STRATEGIC AGREEMENT
TO EXPAND WINSTAR'S BROADBAND NETWORK

NEW YORK - OCTOBER 22, 1998, WINSTAR COMMUNICATIONS, INC. (NASDAQ:
WCII) and LUCENT TECHNOLOGIES (NYSE: LU) today announced that they have
entered into a long term strategic relationship to build out WinStar's fixed wireless broadband
telecommunications network in major domestic and international markets. Lucent will provide
world class technology, network design, integration and buildout services and the vast majority
of the communications hardware and software for WinStar's global network.

Over the life of the five-year agreement, Lucent will also provide up to 52 billion in equipment
financing to fund the buildout of the world's first global end-to-end broadband network. WinStar
may draw this financing in tranches not to exceed 5500 million at anyone time in accordance
with mutually agreed upon terms.

Through its Wireless FiberSM services, WinStar's network provides customers with a single,
reliable source of local and long distance phone service, as well as a full array ofhigh speed data,
Internet and information services. The agreement gives WinStar, which was already fully funded
to complete its 40 market buildout by the end of 1999, additional resources which will allow it to

complete the national deployment of its wireless broadband network ahead of schedule. These
resources will also enable WinStar to increase the number ofU.S. cities to which it will bring its
network, and to build networks internationally.

Wln.tar Communication.. Inc.
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William 1.Ro~ Jr., Chainnan and Chief Executive Officer of WinStar, said, "This is a
def~g moment for WinStar. Lucent's major commitment of expertise and financing, combined
with the overwhelming speed-to-market and cost advantages of WinStar' s business model,
clearly propels us to the top of the competitive local exchange carrier industry. With Lucent's
network knowledge behind us, we are positioned to be the first competitive carrier to create a
nearly ubiquitous end-to-end broadband network in the top 100 world markets.

"WinStar was already fully financed to build out its 40 city plan and achieve positive EBITDA
by the year 2000," Rouhana continued. "We are now at a new level, with enough capital to
achieve positive net income and control over when we build out our network in up to 100 cities
around the world. We now have the opportunity to aggressively plan for our expansion into the
top 50 domestic markets and into the international marketplace as well."

early Fiorina, group president of Lucent's Global Service Provider business, said, "We are proud
and excited that WinStar selected Lucent to design and build the kind of feature-rich network
that will enable it to serve its customers better. WinStar is revolutionizing the way that
businesses receive and use broadband telecommunications services and we are excited about
furthering that revolution through this strategic relationship. This complete network solution will
showcase the breadth of Lucent's product lines, the value ofBell Labs innovations and our
unmatched expertise in helping customers design, build and turn up their networks quickly and
profitably."

Nathan Kantor, President and ChiefOperating Officer ofWinStar, said, "With its world class
technology, scale, and state-of-the-art expertise, Lucent is the most prestigious and desirable
company with which to have this kind of strategic relationship. WinStar and Lucent will work
hand in hand in every aspect ofour network buildout. Lucent has the broad resources necessary
to ensure that we maintain the highest standards ofquality and reliability throughout our
expansion, which will enable us to increase our focus on building the customer base and to
achieve national ubiquity faster than anyone thought possible."

Under the agreement:

• Lucent will provide network desi~ integration and buildout services for WinStar's end-to-end
global network, encompassing a flexible, scalable architecture to accommodate WinStar's
present and future voice and data service offerings. WinStar will continue to operate and
maintain final design authority for its network.

• Lucent will provide its superior technology and equipment for this state-of-the-art network.
Lucent will also access, test and integrate all elements in WinStar's network, including
equipment from other manufacturers.





WinStar plans to implement a nationwide fixed wireless broadband local network that will be
integrated with an optical network that will use Lucent's 80-channel dense wave division
multiplexing (DWDM) optical networking equipment. Lucent's WaveStar™ OLS 4000
dramatically boosts the capacity of fiber optic networks by transporting up to 80 wavelengths, or
channels, ofvoice, data and video traffic simultaneously on a single fiber.

The network solution also includes Lucent's flagship product, the 5ESS® AnyMedia™ switch
and the AnyMedia™ Access FAST digital loop carrier. Lucent will also supply PortMaster™
Internet protocol remote access technology, remote access concentrators, its network
management software and professional services as well as power equipment.

Lucent Technologies, headquartered in Murray Hill, N.J., designs, builds and delivers a wide
range of public and private networks, communications systems and software, data networking
systems, business telephone systems and microelectronic components. Bell Labs is the research
and development arm for the company. For more infonnation on Lucent Technologies, visit our
web site at http://www.lucent.com.

WinStar Communications, Inc. is a facilities-based national local communications company,
serving business customers in major markets throughout the u.s. The company provides local
and long distance phone service and high speed data, Internet access and infonnation services.
WinStar provides these Wireless FiberSM services over its own network, using its licenses in the
28 and 380Hz spectrum.

Except for any historical infonnation contained herein, the matters discussed in this press release
contain forward-looking statements that involve risks and uncertainties, which are described in
WinStar's SEC reports, including the 10-K for the period ended December 31, 1997 and the
10-Q for the period ended June 30, 1998.

WinStar is a registered trademark, and Wireless Fiber is a service mark of WinStar
Communications, Inc.
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WINSTAR GAINS ACCESS TO OFFICE BUILDINGS THROUGH
AGREEMENT WITH CIGNA INVESTMENTS, INC.

Agreement Enables Installation of Rooftop Antennas to Provide
Wireless FiberM Broadband Services to Building Tenants

NEW YORK - May 21,1998, WINSTAR COMMUNICATIONS, INC. (NASDAQ-WCII)
announced today it has signed a master agreement with CIGNA Investments, Inc., the investment
subsidiary of CIGNA Corporation. The agreement permits WinStar to deliver its Wireless
FiberM service to buildings owned or managed by CIGNA. CIGNA's portfolio consists of 96
commercial office buildings located in various markets nationwide. WinStar intends to
immediately install its wireless links in CIGNA buildings located in Chicago, IL; Washington,
D.C.; Houston, TX; San Diego, CA and Irvine, CA.

"WinStar's Wireless FiberM technology is an integral part of CIGNA's program to transform
these buildings into communications powerhouses that will give CIGNA's tenants the
competitive advantage they need to compete in today's global economy," said Gabe Cole,
President of the Boston-based RTE Group, who represented CIGNA in connection with this
agreement to bring broadband connectivity to over 12 million square feet of rental space.

"We are pleased tha~ the commercial real estate community, including major national ownership
groups, property managers, consultants and real estate brokers, is recognizing the value added to
their properties by advanced communications services," said Richard Uhl, President of WinStar
for Buildings. WinStar's· Wireless Fiber service provides high-speed digital connections through
the airwave~ rather than laying costly fiber-optic lines underground. The result is an advanced
"plug and go" system that allows tenants immediate access to their choice of communications
applications.

CIGNA Investment Management, the real estate investment arm of CIGNA Corporation, makes
debt and equity real state investments on behalf of pension funds, foundations, and endowments
and CIGNA Corporation on a national basis and currently manages $14 billion in commercial
real estate assets.

WlnStar Communications, Inc.
230 Park Avenue. Suite 2700 New York, NY 10169 • Tel 212 584 4000 Fax 212 867 1565
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RTE Group was established in 1993 and provides consultation services on telecommunications
infrastructure and service requirements, as well as strategic positioning of property assets for
more than a dozen clients nationwide.

WinStar Communications, Inc. is a national local communications company, serving business
customers, long distance carriers, fiber-based competitive access providers, mobile
communications companies, local telephone companies, and other customers with broadband
local communications needs, The company provides its Wireless FiberM services using its
licenses in the 38 GHz spectrum. The company also provides long distance, data, Internet and
information services.

Except for any historical information contained herein. the matters discussed in this press release contain fonvard­
looking statements that involve risks and uncertainties which are described in the company's SEC reports. including
the 10-Kfor the period ended December 31, 1997.

WinStar is a registered trademark, and Wireless Fiber is a service mark of WinStar Communications, Inc.
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WINSTAR TO ACQUIRE 850 MHZ OF BANDWIDTH IN NEW YORK CITY
FROM CELLULARVISION USA

Purchase Will Increase WinStar's Spectrum Holdings in
Largest U.S. Telecommunications Market to 1,750 MHz

NEW YORK - JULY 13, 1998 - WINSTAR COMMUNICATIONS, INC. (NASDAQ ­
WCII) today announced it has agreed to purchase 850 MHz of bandwidth in New York City
from CellularVision USA, Inc. (NASDAQ - CVUS). The bandwidth is being disaggregated
from CellularVision's LMDS license for the New York area, and will be combined with
WinStar's existing 38 GHz licenses to establish a total spectrum position of 1,750 MHz.

"Through this transaction, WinStar will have an unprecedented capability to bring 21 sl century
communications services to the most important business and financial market in the world," said
William J. Rouhana, Jr., WinStar's Chairman and Chief Executive Officer. "This is the largest
amount of spectrum ever held in a single city, and we expect it will enable us to provide a
comprehensive range of high-speed voice, video and data services. Additionally, when the
company's point-to-multipoint network architecture is deployed in New York, it will leverage
these spectrum assets and enable WinStar to bring fiber-equivalent broadband services to
thousands of office buildings and multiple dwelling units which have not been directly connected
to the emerging information superhighway," added Rouhana The purchase further solidifies
WinStar's industry leadership at a national level, raising the company's average bandwidth in the
top 50 U.S. markets above 750 MHz.

WinStar's enhanced bandwidth holdings in New York will cover a population of more than 8
million and_ total approximately 145 million channel pops (covered population times the number
of 100 MHz equivalent channels). WinStar has agreed to pay CellularVision $32.5 million in
cash for the additional spectrum. The transaction is expected to close in the fourth quarter of
1998, after FCC approval has been obtained. Additionally, WinStar has agreed to lend $3.5
million to CellularVision as soon as lenders' consents are obtained, and an additional $2.0
million upon the receipt of the approval of the transaction by CellularVision's stockholders and
the completion of required FCC filings. The acquired spectrum will not be used to support any
of the ongoing services or operations of CellularVision.

WlnStar Communications, Inc.
230 Park Avenue. Suite 2700 New YOrk, NY 10169 • Tel 212 584 4000 Fax 212 8671565
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WinStar Communications, Inc. is a national local communications company, serving business
customers, long distance carriers, fiber-based competitive access providers, mobile
communications companies, local telephone companies, and other customers with broadband
local communications needs. The company provides its Wireless Fibe~M services using its
licenses in the 28 and 38 GHz spectrum, The company also provides long distance, Internet, data
and information services.

WinStar is a registered trademark, and Wireless Fiber is a service mark of WinStar Communications. Inc.
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WINSTAR REPORTS FIRST QUARTER REVENUES
MORE THAN TRIPLED OVER 1997

CLEC Revenues Reached $89 Milllon Run Rate

EBITDA Losses Declined From 1997 Fourth Quarter

NEW YORK - MAY 12, 1998, WINSTAR COMMUNICATIONS, INC. (NASDAQ ­
WCII) reported today revenues for the first quarter ended March 31, 1998 rose to more
than $47 million, 58% above the preceding quarter~s $30 million and more than triple the
year earlier amount of $13.1 million. The revenue gains continued to be driven by
increased demand for the company's competitive local exchange carrier (CLEC) services,
as well as by contributions from recently acquired businesses.

·'The company continued to deliver significant growth while simultaneously integrating the
GoodNet, PacNet and MIDCOM businesses into the WinStar organization during the first
quarter," said Nathan Kantor, President and ChiefOperating Officer. "That integration has
gone well, and the positive trend in revenues should continue throughout the year as we
realize the benefits of WinStar's expanding sales channels and entry into additional
markets around the country," added Kantor.

Revenues from CLEC operations increased to $18.6 million, a jump of 83% over fourth
quarter revenues of $10.2 million. CLEC revenues at the end of March reached an annual
run rate of $89 million versus $46.2 million at the end of December and just $10.4 million
a year ago. This progress was aided by significant growth in the company's new
broadband data business, as well as substantial increases in the number of lines in service.

Revenues from other telecommunications services, including wholesale operations,
residential long distance and MIDCOM long distance voice services, amounted to $16.9
million compared to S4.2 million in the·preceding quarter and $5.1 million in the year ago
first quarter. The increase for the most recent period resulted primarily from revenues
attributable to MIDCOM's long distance operations, which were acquired in January,
1998, and are not included in the company's CLEC operating results.

WInS_ Communications, Inc.
230 Park Avenue, Suite 2700 New Vork. NV 10169 • Tel 212 584 4000 Fax 212 867 1565
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Consolidated telecommunications revenues reached $35.5 million in the most recent period
versus $14.4 million in the 1997 fourth quarter and $7.1 million in the year ago first
quarter.

Information services revenues increased more than 95% from the 1997 first quarter in
response to higher demand for WinStar's specialized information content. As expected,
revenues were lower than in the 1997 fourth quarter due to normal seasonal demand factors
impacting other parts of the information services business.

The company's EBITDA loss was reduced as planned from the $49.5 million peak
experienced in the 1997 fourth quarter to $48.9 million. WinStar expects subsequent
quarters to continue a trend of modest improvement in EBITDA performance. WinStar
recorded a net loss applicable to common stockholders of $93.2 million or $2.60 per share
for the 1998 first quarter.

"WinStar has begun to move toward a positive EBITDA level just 17 months after
initiating switched services in its first city," said William J. Rouhana, Jr., Chairman and
Chief Executive Officer. "This accomplishment is but one example of the benefits
provided by the company's wireless approach to broadband connectivity. We believe we
have a superior financial model which will enable the company to grow rapidly while also
improving its bottom line performance."

Major Gains in Line Orden and Installations

WinStar's CLEC operations continued to acquire new customers and line orders at a very
rapid rate during the first three months of 1998. Line orders for the period exceeded
55,000, an increase of 42% from the fourth quarter of 1997. Installations of CLEC lines
rose to more than 41,000 during the first quarter, representing greater than 40% sequential
growth from the final quarter of 1997.

In addition, WinStar added approximately 24,500 lines through the acquisitions of the
GoodNet and PacNet data businesses in January 1998. Including these lines with the 1998
first quarter results, cumulative line orders approximated 200,000 at March 31, while
cumulative installations increased to more than 145,000.

WinStar also expanded its eLEe services and network infrastructure during the first
quarter. --Services were being provided in 21 markets at the end of the period versus 17 at
December 31. On May 7, 1998, WinStar announced that the number of markets being
served had risen to 24. Additionally, the number of CLEC customers with installed lines
moved above 7,000 compared to slightly less than 5,000 three months earlier. Building
access rights which enable WinStar to install its transceivers on customer buildings
reached about 2,440, an increase of approximately 330 from December 31.
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Other Major Developments

The ongoing deployment of WinStar's network gave rise to these additional developments
since the beginning of the year:

• WinStar added substantially to its spectrum assets during the first quarter. The
company was the high bidder for IS LMDS licenses in the recent auction conducted by
the FCC. These licenses included 1, ISO MHz channels in 8 of the top SO markets,
bringing the company's average bandwidth in the SO largest markets to approximately
740 MHz. Combined with additional purchases of 38 GHz licenses during the quarter,
WinStar's total license coverage now extends to more than 200 million people and
represents more than one billion channel pops (covered population times the number of
100 MHz equivalent channels).

• During the first quarter, WinStar activated a full-duplex, ATM-based, point-to­
multipoint (PMP) broadband, fixed wireless trial network carrying voice, data, and
video services in Washington, D.C. This network incorporates three hub locations
networked to nine different buildings located in five sectors. The PMP network has
been connected to the national telecommunications system, and is functioning at a high
level of efficiency while demonstrating the company's ability to operate a fully
featured system.

• WinStar's New Media subsidiary progressed with the development of an independent
base of capital to fund the expansion of its business. In addition to obtaining a $15
million line of credit during the quarter, WinStar New Media raised $10 million in
April 1998 through the sale ofa l00At equity stake to a group ofprivate investors.

• In March, the company completed a private placement of $200 million in preferred
stock, convertible into common stock at $49.61 per share, and $4S0 million in notes.
WinStar currently has cash resources ofapproximately $800 million.

• Earlier this month, WinStar provisioned its first customers in Chicago with local
number portability, euabling the company to begin signing on customers while
retajnjng their original phone numbers.

-
• The company obtained CLEC authority in Alabama, Montana, Nevada, and South

Carolina, bringing the total number of such authorizations to 33, representing 48 of the
largest U.S. markets.

• In April, WinStar was awarded a $40 million broadband backbone service contract
from AboveNet, a San Jose, CA, based Internet service provider.
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• The company signed interconnect agreements with Ameritech for the states of Ohio
and Wisconsin, and with U.S. West for the state of New Mexico. WinStar now has

. interconnect agreements applicable to 44 of the top 50 markets.

• The total number of employees increased to almost 2, 100 from 1,479 at December 31.
This increase included the impact of recent acquisitions.

• WinStar's direct sales and field support organization grew to in excess of 800 during
the quarter as the company positioned itself to sell an enhanced portfolio of voice and
data services to small, medium, and large businesses. Over half of this organization is
commissioned sales people.

• In April, WinStar executed a $42 million leasing facility with BNY Capital Resources
Corporation for seven switches acquired in a transaction with U.S. One
Communications Corp. The company elected to exercise its option to make a final $20
million payment in cash as opposed to stock in light of the stock's price of $42 per
share.

• WinStar signed an agreement to purchase from certain stockholders 14.9% of the
outstanding common stock of Advanced Radio Telecom (ART), a company holding
spectrum licenses in the 38 GHz band.

Rouhana concluded his comments by saying, "We are very pleased by our
accomplishments during the first quarter, and are especially gratified by the fact that
WinStar was able to achieve this outstanding growth while also dealing successfully with
the complex task of integrating GoodNet, PacNet and MIDCOM into our operations.
Based on its first quarter perfonnance, WinStar is positioned to attain its major objectives
for the year. These include expansion of our network to 30 cities, the establishment of a
broadband data communications business and further reductions in quarterly EBITDA
losses.'!

WinStar Communications, Inc. is a national local communications company, serving
business customers, long distance carriers, fiber-based competitive access providers,
mobile communications companies, local telephone companies, and other customers with
broadband local communications needs. The company provides its Wireless FiberSM
service~·using its licenses in the 28 and 38 GHz spectrum. The company also provides
long distance, Internet, data and infonnation services.

Except for any historical information contained herei", the manm discwsed in this press release contain
forward-looking statements that involve risks and uncertainties which are described in the company's SEC
reports. including the JO-Kfor the period ended December 3J, 1997.

WinStar is a registered trademark. and Wireless Fiber is a service mark of WinStar Communications, Inc.
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WIDStar Comm.UDi~adoDs, IDe. ud Subsidiaries
CODdeDsed CODsoUdated StatemeDu of OperadoDs

(ID thousaDds, except per share data)
(uDaudlted)

For the Three Months Ended
March 31,

1997 1998
Operating revenues
Telecommunications services

CLEC
Other

Total telecommunications services
Infonnation services

Total operating revenues

Operating expenses
Cost of services and products
Selling, general and administrative expenses
Depreciation and amortization

Total operating expenses

Operating loss

Other (expense) income
Interest expense
Interest income

Loss from continuing operations
before income tax benefit

Income tax benefit

Loss from continuing operations

Loss from discontinued operatious

Net loss

Preferred stock divideDdI

Net loss applicable to COIDIDDIl stoe:kbolden
.

Basic and diluteellOli per share:
From continuiDI operatiODS

From discontinued opentious

Net loss per share

Weighted average shares outstaDdiq

$ 1,979
5,084
7,063
6,014

13,077

12,959
29,553

3,501
46,013

(32,936)

(10,798)
2,235

(41,499)

(41,499)

(477)

(41,976)

$ (41,976)

S (1.27)

(0.02)

S (1.29)

32,610

$ 18,635
16,852
35,487
11,949
47,436

42,775
53,611
11,399

107,785

(60,349)

(28,656)
4,928

(84,077)

1,100

(82,977)

0,982)

(84,959)

(8,198)

$ (93,157)

S (2.54)

(0.06)

S (2.60)

35,899
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WinStar Communications, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(in thousands)

December 31,
1997

ASSETS

March 31,
1998

(unaudited)

Current assets
Cash and cash equivalents
Short-term investments

Cash, cash equivalents and
short-term investments

Accounts receivable, net
Inventories
Prepaid expenses and other current assets
Net assets of discontinued operations

Total current assets

Property and equipment, net
Licenses, net
Intangible assets, net
Deferred fmancing costs, net
Other assets

Total assets

LIABILITIES AND STOCKHOLDERS' DEFlCIT
Current liabilities

Current portion of long-term debt
Accounts payable and accrued expenses
Current portion of capitalized lease obligations

Total current liabilities

Capitalized lease obligations, less current portion
Long-tenn debt, less current portion
Deferred income taxes

Total liabilities

Series C exchangeable redeemable preferred stock
Series D senior cumulative convertible redeemable

preferred stock
Commitments and contingencies
Stockholders '- -equity (deficit)

Series A preferred stock
Common stock, par value $.01; authorized

200,000 shares, issued and outstanding
34,610 and 37,111, respectively

Additional paid-in-capital
Accumulated deficit

Total stockholders' deficit

Total liabilities, redeemable
preferred stock, and stockholders' deficit

$ 402,359
16,903

419,262
30,328
10,296
8,985
2,105

470,976

284,835
174,763

14,293
27,463

4,071
S 976,401

S 386
97,714

6,848
104,948

21,823
768,469

24,000
919,240

175,553

39

346
255,741

(374,518)
(118,392)

$ 976,401

$ 825,466
27,899

853,365
62,509
10,506
32,476

2,105
960,961

304,074
218,101
123,558
39,442

2,277
$1,648,413

$ 1,733
94,238
12,554

108,525

47,089
1,236,972

22,900
1,415,486

181,779

200,000

40

371
310,214

(459,477)
(148,852)

$1,648,413


